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MOVING FROM SCANDAL TO STRATEGY:
THE FUTURE OF THE GENERAL SERVICES
ADMINISTRATION

WEDNESDAY, SEPTEMBER 12, 2012

U.S. SENATE,
COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 10:03 a.m., in room
SD-342, Dirksen Senate Office Building, Hon. Joseph 1. Lieber-
man, Chairman of the Committee, presiding.

Present: Senators Lieberman, McCaskill, Collins, and Johnson.

OPENING STATEMENT OF CHAIRMAN LIEBERMAN

Chairman LIEBERMAN. The hearing will come to order. Good
morning and welcome. This morning our focus is on what the Gen-
eral Services Administration (GSA) is doing to move beyond the
scandals that have recently dominated its activities and the
public’s impression of it and get back to saving the taxpayers
money, which is its function, of course, through the efficient acqui-
sition of goods and services and smart management of government
property.

The agency’s mission has been sadly compromised by these scan-
dals involving a minority of employees at the agency, but unfortu-
nately, that is the reality.

Former Administrator Martha Johnson stepped down in April,
after the Inspector General (IG) reported truly outrageous and of-
fensive spending on a GSA Western Regions Conference (WRC)
that cost over %800,000. Her replacement, Acting Administrator
Daniel Tangherlini, is with us today to discuss what he has done
since then and where the agency goes from here.

I want to say that I have been impressed by your efforts, Mr.
Tangherlini, to curb irresponsible spending and to conduct a top-
to-bottom review of GSA policies and operations to determine if
there are other areas where the agency has been a careless steward
of taxpayer dollars.

The Committee’s interest in this subject is based on our jurisdic-
tion over government operations generally. Sometimes people focus
on the homeland security part of our jurisdiction, but the tradi-
tional, longstanding jurisdiction is governmental affairs. And we
have specific jurisdiction over the GSA.

To most Americans, the General Services Administration is prob-
ably unknown or is an obscure Federal agency, but its purpose

o))
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could not be more important to the way our government spends
their taxpayer dollars. I think GSA’s history is relevant and inter-
esting. I just want to touch on it briefly.

In 1947, Congress established a Commission on Organization of
the Executive Branch of the Government to recommend ways to
streamline the government while spending “the lowest amount con-
sistent with the efficient performance of essential services.” The
Commission recommended creation of a separate agency to pur-
chase goods and services and maintain public property across the
government as a way to eliminate duplication, streamline oper-
ations, limit government spending, and help other agencies be more
efficient. In other words, the status quo then was that the agencies
were all doing this themselves.

In its final report, the Commission said, “To the general public,
the housekeeping activities . . . are little known, but unless they
are properly administered, the Executive Branch cannot be effec-
tively managed.”

The words of the Commission ring as true today as they did in
1947, in some ways even more loudly because of the period of eco-
nomic stress we are in and because of the unprecedented, enor-
mous debt that the Federal Government is running. So we have to
do more with less, and GSA is one of the lead agencies that can
help us do that.

It actually has an enormous portfolio of responsibilities. GSA ne-

otiates contracts worth more than $40 billion a year, manages
%500 billion in assets, mostly real estate, and owns or leases 9,600
buildings around the country. That is a big operation.

The agency is critical to the maintenance, for instance, of our
courthouses, ports of entry, and Social Security offices. It makes
sure that Federal workers have what they need to perform their
jobs, from office supplies to information technology (IT) services. It
takes care of what the 1947 Commission called “housekeeping”
matters so that the agencies of the Federal Government can focus
more exclusively on their missions, and it leverages the purchasing
power of the entire Federal Government to get the best deal pos-
sible for the taxpayer.

We know that most GSA employees go to work every day with
one overriding goal, and that is, to serve their country, not them-
selves. But obviously, we also now know that some GSA employees
were falling very far below that standard—eight trips by GSA em-
ployees to plan for a Las Vegas conference and awards ceremony
that cost the taxpayers $822,000. Conference organizers spent over
$146,000 on food, $75,000 for a team-building exercise that in-
volved building bicycles, thousands of dollars more on after-hours
parties, and over $6,000 on commemorative coins.

We have heard that litany of irresponsibility before, but it bears
repetition as we consider what has happened since those disclo-
sures and what will happen going forward.

Unfortunately, the Las Vegas conference was not an isolated in-
stance of bad judgment. We now know from the work of the IG and
other work that has been done, and some evidence that our own
Committee has collected, that there was what I would call a cul-
ture of abuse and irresponsibility in GSA’s Region 9, with all of
that extravagant travel, misuse of government purchase cards, and
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a very poorly run awards program that allowed employees to treat
themselves to iPods and DVD players.

We found questionable, to say the least, bonuses awarded
throughout the agency, thousands of dollars spent on cooking class-
es for employees in the Kansas City region, and a $270,000 awards
ceremony where taxpayers paid for GSA employees to beat on
drums. I mean, really, in too many parts, GSA had become an
agency out of control.

Acting Administrator Tangherlini has shown he understands this
and agrees and has instituted new procedures directly for the ap-
proval of conferences and has canceled 47 conferences that he de-
termined to be questionable. These changes have saved the tax-
payers over $11 million. He has also strengthened the Chief Finan-
cial Officer’s authority over GSA’s regional offices, which I strongly
endorse, and has cut 85 percent of Senior Executive Service (SES)
bonuses. Today Mr. Tangherlini will report on his review of GSA
to get the agency back on track to fulfill its core mission, as I have
described it.

GSA Inspector General Brian Miller is also here with us today.
He is a real hero in this story, his work having uncovered the fla-
grant and inexcusable spending by some GSA employees. Today he
will help us understand how these scandals fit into the agency’s
overarching management problems.

I was struck by the enormous award to the whistleblower of over
$100 million for uncovering the tax fraud that was going on, and
I do not think we can award you that sum of money this morning,
Mr. Miller, but you have our invaluable, I hope, and really quite
sincere gratitude for your work that uncovered this mess.

Bottom line, we have to go forward together—the GSA, Congress,
and the Administration—to ensure that spending abuses like those
uncovered at the agency are never repeated and to help GSA re-
turn to the fundamentals of helping our government do more with
less. Of course, I hope that our hearing today helps to keep that
process in motion. Senator Collins.

OPENING STATEMENT OF SENATOR COLLINS

Senator COLLINS. Thank you, Mr. Chairman. First of all, I want
to thank you for holding this important oversight hearing on the
GSA, the agency that is the Nation’s landlord for Federal agencies
and is supposed to be the Federal Government’s leader in procure-
ment and administrative services.

Let me begin my remarks today by sharing with you the fol-
lowing excerpt from a Fortune magazine article that describes some
of the problems at GSA.

“The new Administrator claims that there have been improve-
ments in GSA . . . GSA is, nevertheless, the most durable mess in
Washington. . . . The story involves great U.S. corporations and
marginal operators . . . Chicago politicians; Washington influence
peddlers and fixers . . . and, above all, time-serving bureaucrats
who are . . . just job holders, glowing with contempt for the U.S.
taxpayer. Happily, the cast also includes some honest, capable,
GSA employees . . . harried, half underground, and hoping for bet-
ter days.”

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00007 Fmt6633 Sfmt6633 P:\DOCS\76067.TXT JOYCE



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

4

I, too, am hoping for better days, but my hope is tempered by the
fact that these words were written in 1955, and yet here we are
again.

In April of this year, we learned about the inexcusable waste of
taxpayer money at the 2010 Western Regions Conference where
GSA employees, as the Chairman has indicated, spent more than
$800,000 for a Las Vegas conference and eight off-site planning
meetings in advance of the real meeting. The Inspector General
has found that GSA violated numerous contracting regulations and
policies, including the Federal Travel Regulation, in connection
with this conference. The IG also said that this situation raises
“special concern” because GSA, as the Federal Government’s man-
ager of acquisition policy, should be a “model” in contracting and
managing travel and conference costs. He has underscored that
“the absence of agency financial controls and top-down account-
ability allowed the 2010 (Las Vegas conference) expenditures to
occur unchecked.” But that is not all.

Since then, our Committee’s investigation has uncovered a 2012
leadership conference in Napa Valley costing $40,000 before ac-
counting for travel costs, $300,000 in relocation compensation for
an employee who left the agency after just 1 year, 5- to 6-day trips
to Hawaii for a one-hour ribbon-cutting ceremony, and questionable
monetary awards and bonuses for some of the very same people in-
volved in planning the Las Vegas conference.

Now, GSA employees knew that this was wrong. One admitted
to the IG, “I never tell my friends what I spend . . . because they
are all out of work . . . and they would say, ‘Are you kidding me?"”

Undoubtedly, I would say to our witnesses and our Committee
Members, that is the reaction of all taxpayers footing the bill.

All of this tells me that there is not just an inexcusable lack of
financial controls and accountability at GSA. There is also a cul-
ture problem that says that this is OK, that this is acceptable, but
just do not talk about it.

After the Las Vegas conference scandal broke, some tried to
claim that the problem was isolated to the Western Regions or even
only Region 9 based in San Francisco. But additional facts suggest
otherwise. We have read press reports about GSA spending
$20,000 for cooking classes for employees in Kansas City for team-
building exercises. GSA also threw a 1-day award celebration in
November 2010 at a cost of nearly $269,000. This is the event that
the Chairman mentioned at which GSA employees received drum-
sticks so that they could all drum together. The cost of this drum-
ming exercise with each employee having their own GSA-purchased
drumsticks was almost $30,000.

In light of these continuing revelations, this Committee has
sought explanations from the IG, the Acting Administrator, and all
11 Regional Administrators. Their responses highlighted the impor-
tance of the top-to-bottom review, which I want to commend the
new Acting Administrator for undertaking, as well as the urgent
need to implement organizational change and improve account-
ability.

The Regional Administrators were not able to answer even basic
questions about the budgets and spending in their own regions.
They reported that the Public Buildings Service (PBS) and the Fed-
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eral Acquisition Service (FAS) “operate with separate budgets and
with separate reporting structures.” But here is what is most trou-
bling. The fact is that no one in the agency has been able to pro-
vide detailed information on conference spending and related con-
tracts within the regions because there has been no system to track
such basic expenditures. Consequently, the top leadership in each
region had little to no authority over the regional activities and
spending of PBS and FAS. The convoluted configuration makes no
sense and does not promote accountability.

GSA also appears to have an extremely generous award policy
that has little correlation with excellent performance by recipients,
and let me make clear that I recognize there are some top-notch
employees at GSA. I have had some of them detailed to my Com-
mittee staff, and some of them have extraordinary competence and
dedication.

But we learned that 50 people involved in planning the Las
Vegas conference received awards totaling $35,500. And what was
the outstanding performance for which these employees were being
rewarded? For most, it was solely their role in planning this con-
ference. An employee who led the Las Vegas conference planning
received an award of $16,500, and this award was given after GSA
leadership was informed of the IG’s initial findings related to the
conference scandal. Other executives involved in the conference re-
ceived similarly generous awards ranging from $15,800 to a head-
shaking total of $54,640.

This was not just related to officials who planned the Western
Regions Conference. One Federal Acquisition Service executive re-
ceived awards totaling $79,000. This is outrageous and particularly
so in the midst of what is supposed to be a freeze on pay in the
Federal Government, a bad economy, and high unemployment.

I very much appreciate that the Acting Administrator has recog-
nized this problem as well during the course of his review and
found that there are “clear deficiencies in the area of performance
awards” and has frozen awards pending further review.

The top-to-bottom review must result in lasting, sustainable re-
forms. Not one more dollar at this agency can afford to be wasted.
The time for patiently hoping for better days is over.

I am encouraged by the Acting Administrator’s actions so far, but
aggressive congressional oversight must continue because, to quote
from that 1955 article, GSA seems to be “the most durable mess
in Washington.”

Thank you, Mr. Chairman.

Chairman LIEBERMAN. Thank you, Senator Collins. It is inter-
esting that we both separately went back decades, both to the
founding of GSA and then only 7 or 8 years later it had already
become a durable mess. So eternal vigilance is the price of effi-
ciency in this case.

Before I introduce our two witnesses, I want to thank both of
them for their answers to the oversight letters that Senator Collins
and I sent following the Western Regions Conference scandal.

Acting Administrator Tangherlini and every GSA Regional Ad-
ministrator was asked a series of detailed questions about the fi-
nancial management of GSA, the organizational structure of the
agency, conference and travel expenses, and a range of contracting
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issues. We also offered our thoughts to the IG on ways that his con-
tinued oversight might be helpful to our Committee, and he re-
sponded quite positively.

I want to note that these letters, as well as the responses, are
all posted on our Committee’s Web site for public view, and we will
also include them in the record of this hearing.! And I think it is
an indication that this Committee, which will be under new leader-
ship, at least in part, next year, intends to continue the oversight
of GSA.

With that, I will call on the Acting Administrator of GSA, Dan
Tangherlini.

TESTIMONY OF HON. DANIEL M. TANGHERLINI,2 ACTING
ADMINISTRATOR, U.S. GENERAL SERVICES ADMINISTRATION

Mr. TANGHERLINI. Good morning, Chairman Lieberman, Senator
Collins, Members, and staff of the Committee. Thank you very
much for having me here this morning.

I want to start by thanking the Members of this Committee.
Your responsible and thorough oversight brought many of the
issues that we have investigated in recent months to our attention.
I would also like to thank our Inspector General, Brian Miller, and
his staff, who joins me here today. From my first day in this posi-
tion, I made it a priority to build a constructive relationship with
him and his entire team. Along the way, he has contributed many
important recommendations for reform.

Five months ago, I was ordered by President Obama to assume
the role of Acting Administrator of the General Services Adminis-
tration in the wake of an investigation into the 2010 GSA Western
Regions Conference. What happened at that conference was a com-
plete waste of the taxpayers’ money and an unacceptable breach of
their trust. This event was the result of a pattern of misjudgments
at GSA that took place over several years and multiple administra-
tions. This pattern has no place in any Federal agency, but it is
particularly at odds with the priorities of this Administration and
the mission of GSA.

Since we were founded in the wake of World War II, our mission
has been to deliver value for the taxpayers as well as consistent
and responsive services to the agencies of the Federal Government.
In this time of shrinking budgets, our mission has never been more
important, and it is critical that we find a way to make every last
taxpayer dollar count. Refocusing GSA on this core mission has
been the driving force behind every action we have taken since I
have arrived.

As Acting Administrator, I immediately moved to build systems
to prevent this kind of waste and abuse. I instituted a series of re-
forms that centralized the review of proposed conferences and cut
back on employee travel. This resulted in the elimination of nearly
50 conferences and reduced travel budgets. These actions have al-
ready saved more than $11 million in taxpayer funds. We have also
created mandatory online training on conference attendance to en-

1The letters referenced by Chairman Lieberman appear in the Appendix on page 72.
2The prepared statement of Mr. Tangherlini appears in the Appendix on page 37.
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sure that every employee at GSA understands our expectations of
what is acceptable at conferences.

My next step was to put together a team of experts from both
outside and inside GSA that spent the next 5 months conducting
a top-to-bottom review of this agency. Our task was to examine
how GSA operated and what reforms could be implemented to help
the agency better accomplish its mission. The top-to-bottom review
has been conducted along several simultaneous tracks. We con-
ducted interviews and meetings with agency employees, both one-
on-one and with the leadership of two dozen major operating units
within GSA, to discuss strategy, operations, and human capital.

Through the “Great Ideas Hunt,” GSA employees across the
country sent in their ideas for saving money and other reforms,
generating more than 600 ideas and thousands of comments. So
far, the ideas implemented from this effort have already generated
nearly $6 million in potential savings.

We also looked beyond the Federal Government and met with
business leaders in procurement and real estate to find best prac-
tices from comparable private sector business models. At the same
time, we performed exhaustive analysis of financial and perform-
ance data within the agency as well as studied Inspector General
and Government Accountability Office (GAO) reports.

Finally, we held more than a dozen meetings with other Federal
agencies for feedback and to identify areas where GSA can provide
greater savings.

Through this review, GSA has instituted reforms addressing the
problems that exist within the agency while also enabling us to
better serve the American people and other agencies in the future.

To start with, I issued an order to consolidate all budget, finance,
and accounting personnel under the Chief Financial Officer. By
placing the responsibility for all spending and budgeting decisions
in this position, we will be able to increase transparency, account-
ability, and oversight on GSA spending, giving Congress and tax-
payers a better understanding of how and where their funds are
being used.

One of the key findings of our top-to-bottom review was that the
consolidation of the Chief Information Officer (CIO) functions pro-
vides an opportunity to improve the performance and cost-effective-
ness of GSA’s IT portfolio. Previously, the CIO had limited author-
ity over project development, budgets, and performance. This week,
I will be notifying Congress of my intent to consolidate all informa-
tion technology personnel, budgets, and systems under the CIO.

By creating a central authority over the development and main-
tenance of information systems, GSA will streamline its IT invest-
ments while also increasing access to agency data.

GSA will also be notifying Congress of our intent to consolidate
hiring responsibilities and human capital management personnel
and operations under the Chief People Officer to eliminate multiple
redundant layers of dispersed human resources activities and func-
tions.

Another area within GSA where we found a need for reform was
performance awards. It is imperative that we never forget that the
quality of the work we do must not be dependent on rewards and
bonuses. The quality of our work should be based on our pride in
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our mission and in serving our fellow citizens to the very best of
our ability. Going forward, this will be the bar we set for ourselves.

To this end, we have already cut bonuses substantially, with sen-
ior executive performance awards being reduced by 85 percent this
year and the suspension of all performance awards given out in the
Administrator’s office. But we will go further by reducing the budg-
et for all performance awards across the agency. I believe that
these awards should be issued for notable service that goes above
and beyond the basic expected level of performance.

In the future, GSA will refocus our awards program by inte-
grating cost savings and efficiency goals—the core elements of our
mission—into every employee’s responsibilities. It will be by those
standards—standards which define our agency—that our employ-
ees will be judged and rewarded.

Moving forward, I have instituted a targeted hiring freeze across
the agency. As we examine how GSA is structured and what is the
most efficient and effective compensation process for our employ-
ees, we must ensure that any new hires are aligned with the out-
comes of our ongoing review.

Last week, we filled an important leadership position at GSA by
naming Dr. Dorothy Robyn as the agency’s new Commissioner for
the Public Buildings Service, and we are working on finding a new
Federal Acquisition Service Commissioner as well. These leaders
will help return GSA to its core mission of saving taxpayer dollars
and reinvigorating GSA’s two main business lines.

Finally, as part of our mission to deliver value as well as Presi-
dent Obama’s campaign to cut waste, we also examined multiple
ways that GSA could better save taxpayer money. For example, we
found that many of the fees assessed on other agencies for use of
GSA schedules or other services have not been reviewed or ad-
justed in many years. Based on our review, we will be proposing
the reduction of targeted fees from our Federal Acquisition Service.
This will result in savings across the government of millions of dol-
lars.

We are also convening an interagency working group to review
and develop recommendations on the overall fee structure for the
schedules, and we will be reporting back to Congress on those find-
ings.

Over the past 5 months, we have already made significant
progress toward building a better GSA. This agency is filled with
talented individuals who do outstanding work on behalf of the peo-
ple of this country every day. This review has helped us begin to
transform GSA into an organization that can utilize those talents
to their fullest potential.

I am confident that, with the support of Congress, we can accom-
plish these reforms and create a culture of continuous evaluation
and improvement at GSA. That is the kind of culture we need to
restore the trust of the American people and refocus this agency on
providing the highest level of value and service to this country.

I welcome the opportunity to be here today and answer any ques-
tions that you may have. Thank you.

Chairman LIEBERMAN. Thank you very much, Acting Adminis-
trator Tangherlini.
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Mr. Miller, thanks again for your good work, and we welcome
your testimony now.

TESTIMONY OF HON. BRIAN D. MILLER,! INSPECTOR
GENERAL, U.S. GENERAL SERVICES ADMINISTRATION

Mr. MiLLER. Chairman Lieberman, Senator Collins, and Mem-
bers of the Committee, thank you for the opportunity to testify at
today’s hearing. We have several ongoing investigations involving
conferences, and we have an ongoing audit of conferences held be-
tween October 2011 and April 2012. We expect that the issues we
have identified thus far will be remedied with the changes Acting
Administrator Tangherlini has begun to implement. We look for-
ward to advising the Committee when we complete those reviews
and have definitive conclusions.

Our audits of contracting practices at GSA also continue, and we
have issued three reports recently that are available on our Web
site. Those reports found, among other things, that the Federal Ac-
quisition Service’s Network Services Division, Pacific Rim, lacks
written procedures and management controls over contract admin-
istration, and the contract file documentation for FAS Blanket Pur-
chase Agreements did not support award decisions or provide a
complete history of the acquisition. Management concurred with
the findings and recommendations in those reports.

With regard to purchase cards, our Office of Forensic Auditing
and our Office of Investigations continue to conduct reviews and in-
vestigations of suspicious transactions across the charge card pro-
gram. These ongoing reviews have recovered over $1.9 million in
government charge card cases through forfeitures, restitutions,
fines, seizures, recoveries, and penalties since 2009.

We report on significant management challenges at GSA each
year. Our audits and investigations are structured around these
challenges and focus on high-dollar contracts and Federal build-
ings. We will continue to update Congress and work with the agen-
cy on any serious challenges we uncover within its programs and
operations.

Finally, I would like to briefly address the steps being taken to
reduce fraud, waste, and abuse at GSA. I am encouraged by the
steps Acting Administrator Tangherlini has undertaken to make
sure that something like the 2010 Western Regions Conference
could never occur again at GSA. The first step in stopping waste
is to identify it, and to accomplish that, employees need to be will-
ing to come forward when they learn of questionable activities. The
Acting Administrator and I conducted town hall meetings through-
out the regions to reiterate the valuable role GSA employees have
as the first line of defense against fraud, waste, and abuse. In the
month following the report’s release, the number of incoming hot-
line tips more than doubled, and I believe that we are seeing im-
provement in employees’ willingness to raise concerns. I would also
note that GSA has responded to each recommendation made in the
Western Regions Conference report and, among other things, GSA
has moved to centralize the Office of the Chief Financial Officer
and other offices. It is also my understanding that the Office of Ad-

1The prepared statement of Mr. Miller appears in the Appendix on page 43.
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ministrative Services is implementing controls over conferences, in-
cluding spending and procurement, to ensure top-down account-
ability, and 47 conferences have been canceled. Additionally, GSA
has introduced a new online training session on conference attend-
ance that is mandatory for every employee.

Thank you again for the opportunity to testify. I would be happy
to answer any questions the Committee may have. Thank you.

Chairman LIEBERMAN. Thanks very much, Mr. Miller.

We will begin with a 7-minute round of questions from the Mem-
bers.

Mr. Miller, as you know, on May 10, 2012, Senator Collins and
I sent you a letter asking that you conduct additional investiga-
tions into conference and travel expenses at GSA so we could have
a fuller understanding of the scope of the problems at GSA.

Since that time, I know that the Acting Administrator has also
referred other questionable activities to you to investigate, includ-
ing that $270,000 awards ceremony held by the Federal Acquisition
Service that we have referred to.

I know these are ongoing, but I wonder whether it is possible for
you to give us an update on whether you have seen further evi-
dence of the scope of the management problems—in other words,
beyond the Western Regions.

Mr. MILLER. Senator, as you know, with ongoing reviews, it is
difficult to reveal a lot. I will tell you the parameters of the audit.
We are looking at conferences that occurred in fiscal years 2011
and 2012 that have over 25 employees attending and are over
$10,000. And so we are looking at those conferences. We are identi-
fying the high-risk conferences, that is, conferences where the price
per attendee is over the average price for attendees. So we are
identifying them in terms of high risk.

In terms of the scope, we are looking at similar problems that oc-
curred at WRC, and there are many problems that occurred——

Chairman LIEBERMAN. Similar problems within

Mr. MILLER. That occurred in the WRC. In the WRC report.

Chairman LIEBERMAN. Western Regions, right.

Mr. MiLLER. Western Regions Conference. There were many
problems that were identified. There were problems with the event
planners, and we are looking to see if that is unusual or not. There
were problems with following contracting procedures. We are look-
ing to see if those problems are unusual or not, and unusual ex-
penditures, and we will continue to look at that. We are focusing
on those sorts of issues. As far as we can tell, we have an example
in the Western Regions Conference of problems, and Acting Admin-
istrator Tangherlini has put into place some controls to address
those problems. And we are looking at the recent conferences to see
if there are any other problems outside of those.

Chairman LIEBERMAN. Right.

Mr. MILLER. And, certainly, if we find some, we will report them
as soon as possible. But Acting Administrator Tangherlini has put
into place some controls that prevent problems like WRC from hap-
pening again, and I am not sure how many examples the Com-
mittee needs to support the fact that these controls are needed.
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Chairman LIEBERMAN. So at this point you are not prepared to
say more than that because your investigation, in response to our
letter and independently, is ongoing.

Mr. MILLER. It is ongoing, Mr. Chairman. I would love to tell you
more. I do not want speed to in any way inhibit accuracy, and I
would rather be fully accurate in what I tell you.

Chairman LIEBERMAN. Good enough. I appreciate it.

Mr. Tangherlini, I welcome the statement in your testimony that
you are going to revisit the level of fees that GSA charges other
agencies for use of its contracts under its Multiple Award Sched-
ules program. The fee, I would say for the benefit of others, which
is expressed as a percentage of the dollar value of orders placed
under the contracts, has remained stable—that is, the same—at
0.75 percent since fiscal year 2004.

In recent years, the fees have generated well over $250 million
a year. Both GAO and the IG have questioned whether the fee
could be lowered to save the agencies money, and of course, we wel-
come that. But the reason is an important one, which is that the
fees have now generated more than is needed to actually run the
Schedules program. IG Miller’s audit of the fee program earlier this
year found that as of September 2009, the revolving fund where
the fees are deposited had reserves of over $687 million—a consid-
erable amount of money.

Mr. Miller, is there an update from September 2009 about how
much is in that fund at this time?

Mr. MILLER. I do not have an update right now on the amount
in the fund, but you are correct about our audit findings.

Chairman LIEBERMAN. To the extent that you have a more recent
number or can come up with one, I would welcome you to submit
it to the Committee for our record.

Let me come back to you, Mr. Tangherlini. As the IG had pointed
out in his audit, the fees can be used, interestingly, to fund admin-
istrative costs of the Schedules program or to help fund other pro-
grams run by the Federal Acquisition Service, or excess funds can
actually be returned to the Treasury. But it seems that the deci-
sionmaking process for what happens to these reserve funds is ef-
fectively a black box at this point.

So I want to ask you two questions. One is whether you have
thought about what you would recommend be done with the excess
funds. And second, are you prepared to do something that will
make the process of handling these funds, which are, after all, pub-
lic money, more transparent?

Mr. TANGHERLINI. Thank you very much, Mr. Chairman. To an-
swer your second question because that is the easier one, the an-
swer is yes. We need to increase the transparency of all these proc-
esses, particularly when they involve agency and, by extension, tax-
payer monies so that people know they are getting the best value
for the resources that they put in.

I do want you to know that it was really the IG report and the
GAO reports that were foundational for us taking a look at the way
we charge these fees, the way we build these reserve balances,
what those balances are for. And there are some very strong and
important business reasons why Congress gave the authority to
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FAS to reserve these funds so that they can make sure that they
can continue to provide services.

But that having been said, we do not think that they have been
substantially revisited in quite some time, and we think that it is
worthy of a good deep dive and inspection and a better under-
standing of what should be the right level for reserve and how can
we provide a more transparent process so people can see what is
going on within FAS. And at the same time, we think that there
is already an opportunity for us to reduce fees. We have a sur-
charge on the Federal Strategic Sourcing Initiative contracts right
now that in many ways discourages agencies from doing the right
thing and using the strategic-sourced contracts. And we want to
take away that fee. We want to reduce some other fees, and we
really want to kick off a broader discussion with our agency part-
ners and say, “What is the right structure for these fees going for-
ward,” recognizing the analysis done by the IG and the GAO.

Chairman LIEBERMAN. I welcome that response. So I agree with
you that there was a reason for establishing the reserve fund, so
we do not want to eliminate the reserve fund. But on the other
hand, this is clearly a time in our Federal Government where every
dollar counts, and you have millions of dollars, I would guess, in
excess in this reserve fund. So I urge you to go forward to figure
out both how to reduce the fees to the agencies so in turn that will
reduce pressure to raise those dollars by taxes, but also to figure
out, presumably with the Office of Management and Budget
(OMB), how best to use the excess funds there now to help us in
your own small way to get back toward balance.

My time is up. Senator Collins.

Senator COLLINS. Thank you, Mr. Chairman.

Mr. Tangherlini, I want to talk to you about the compensation
for GSA employees and in particular about employee awards, in-
centives, and bonuses. The data that we have looked at surprise
me. It told us that more than 40 percent of GSA employees re-
ceived compensation in excess of $100,000, that 14 GSA employees
received compensation exceeding $200,000, with a high of $279,352.

Now, in some cases, this may be warranted. For example, a GSA
procurement officer who is deployed to a war zone in Iraq or Af-
ghanistan clearly gets additional funds, additional compensation.
There did seem to be a pattern of extraordinary and uncontrolled
overtime of employees working in one city but responsible for ac-
tivities in another city and incurring incredible travel costs and per
diem costs. And all of that is cause for concern to me and some-
thing I want to explore with you. But today, I want to talk to you
specifically about some of the employee awards.

Now, it is my understanding that for fiscal year 2011, 159 GSA
employees received multiple awards that totaled $10,000 or more.
Now, here is what is interesting about this. The Office of Personnel
Management (OPM) has a process that says that each agency head
may authorize payment of a cash award up to $10,000. It then says
that awards over $10,000 are “quite rare” and that if an employee’s

erformance is significant enough to warrant a cash award of over
510,000, the agency must submit a request to OPM.

We went to OPM and we asked, did OPM receive any request
from GSA to approve for any of these 159 employees the awards

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00016 Fmt6633 Sfmt6633 P:\DOCS\76067.TXT JOYCE



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

13

that totaled $10,000 or more, and the answer was that OPM did
not.

When we further examined this, it looked like GSA circumvented
the rules by giving multiple awards smaller than $10,000 rather
than one-time awards that were $10,000 or more.

Do you believe that giving multiple awards that eventually total
$10,000 or more in the fiscal year circumvents the OPM approval
process?

Mr. TANGHERLINI. I certainly do not believe it is in the spirit of
what was intended by the OPM approval process. Now, I would
want to point out, there is one exception, and it is a pretty signifi-
cant one: SES performance awards in excess of $10,000 do not re-
quire OPM approval. So putting aside that, which is a pretty siz-
able group of that number, but also another area that we have
identified as being in need of some substantial review, and that is
why we cut the SES bonus budget by 85 percent.

But in our top-to-bottom review, we also identified that there are
15 different award categories within GSA that people are eligible
for, and because we did not have the clear transparency and ac-
countability straight down to the field level in our Finance Office
and our Human Capital Office, it was possible for people to get one
of these awards at some level within the organization.

So I am not in any way going to try to explain or defend what
happened before. I am going to say going forward that we are
building systems and structures that will prevent that from hap-
pening, and we are cutting back the budgets because we are re-
minding folks that their salary compensation is really what is there
to pay them for doing the work and that awards should really be
reserved for very special and exemplary service, and it should be
easily explained and completely justifiable.

Senator COLLINS. Well, you are correct that there is an exemp-
tion for SES, but I will tell you that our initial analysis is that
these 159 employees are not just SES employees, and I think you
would agree with that.

Mr. TANGHERLINI. I do.

Senator COLLINS. But let us go to an SES employee. How could
the Region 8 Pubic Buildings Service Administrator receive a bonus
of almost $55,000, which appears to have been awarded for plan-
ning the Western Regions Conference? I mean, how could that hap-
pen?

Mr. TANGHERLINI. I do not know the specifics of that particular
individual. I do know that there were a number of individuals who
won the Presidential Rank Awards. That is a statutory award that
requires third-party review of the submission, and those awards
are quite substantial. They are from 20 to 35 percent of pay. So if
you have an SES employee—the top end of the SES range is
$179,000—you can get to some pretty sizable awards if you win one
of those very significant and special awards.

I think in the case of the individual you are speaking about, he
won one of those Presidential Rank Awards, but I do not know or
understand the justification of that particular one.

Senator COLLINS. And would it not trouble you that anyone who
was involved in planning the Western Regions Conference that was
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so extravagant and was such a waste of taxpayer dollars received
any kind of bonus?

Mr. TANGHERLINI. Well, that is why we think we have to really
take a good, hard look at the performance system within the orga-
nization and recognize one of the ways that we should judge per-
formance is not just meeting numbers but also providing leadership
and accountability. A step in that direction that we are taking is
we want to institute a 360-degree review process for all leaders
within the organization so that they can be assessed not simply by
their superiors, but also by their peers and by their employees so
that we can get a sense of where we need to develop further the
leadership skills of our employees.

Senator COLLINS. I want to also point out that if a recommended
award is in excess of $25,000, which many of these awards that we
have reviewed were, the Director of OPM reviews the nomination,
and the President’s approval is actually required.

Mr. TANGHERLINI. Right.

Senator COLLINS. My point is that it is not as if there are not
systems in place to try to put a check on excessive awards to indi-
viduals who have not warranted that kind of recognition. But it
sure looks to me like GSA ignored those checks and circumvented
the safeguards in order to give extraordinary awards to many em-
ployees. And in many cases—not all, and I want to be clear on
that—the awards do not seem to have been justified. Would you
agree with that based on your review so far?

Mr. TANGHERLINI. Based on our review, I think our actions speak
to our analysis, the fact that we cut the budget for these awards
by 85 percent and said back to our folks that, listen, this is going
to be something you get for really special, exemplary, extremely
justifiable acts for which, frankly, the test is going to be, can I ex-
plain it at a Senate hearing.

Senator COLLINS. That is always a good test. Thank you, Mr.
Chairman.

Chairman LIEBERMAN. Thanks, Senator Collins. Senator John-
son, good morning.

OPENING STATEMENT OF SENATOR JOHNSON

Senator JOHNSON. Good morning. Thank you, Mr. Chairman, and
thank you for holding this hearing. I have always felt the best dis-
infectant is the light of day, and I would say having to explain in
front of a Senate hearing is probably a pretty good benchmark.

Senator Collins, it is interesting. As I was looking through some
of the briefing materials, the thing that jumped out at me was the
drumsticks, close to $30,000. Have you seen the video, by any
chance?

Senator COLLINS. No.

Senator JOHNSON. I viewed that yesterday, and Inspector Gen-
eral, I appreciate the fact that your staff now has agreed to let us
release that video because I think it is important. Although we are
not talking billions of dollars here, I think those anecdotal exam-
ples of just outrageous spending by the Federal Government are
extremely important. And it is important to note that this is not
just one conference. The drumstick incident occurred at an awards
ceremony in 2010 where $30,000 was also spent on time/tempera-
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ture picture frames that were apparently handed out to the partici-
pants. So, again, I appreciate that and look forward to that video
being publicly released because I think the American people need
to see that type of abuse.

Mr. Tangherlini, you have canceled 47 conferences. Can you tell
me what the purposes of those conferences were and why they were
ever scheduled in the first place?

Mr. TANGHERLINI. Well, that was part of the reason why we can-
celed them. Every conference now has to come through with an ex-
planation. It has to detail what the benefit to the taxpayer is and
the results we will get out of it. And in some cases, a valuable con-
ference—the GovEnergy conference, there were just so many flaws
in the way it was constructed that we referred it to the Inspector
General for additional analysis. We had our legal team look at it.
And while we thought that there was value to the conference, we
did not think we could explain or justify the mechanism by which
the conference was put together.

Other conferences, frankly, we just did not feel that there was
sufficient justification for us to use taxpayer money to send people
to them.

Senator JOHNSON. Can you describe what some of those things
were about? Because my guess would be those have been going on
for decades, and they are going on today in other agencies. So I just
want to get an explanation of what some of these government con-
ferences are all about.

Mr. TANGHERLINI. Well, I think the primary focus is to bring peo-
ple together and to improve their training opportunities, to ex-
change ideas, to build connections and relations. And so there is
nothing in principle wrong with a conference. The question is, are
there other ways to do it? Are there other means of making those
connections? Are there other events such as our annual Expo event
where people could do it instead? And so that has really been our
test, to really push back on the organization and say, listen, it is
very important that we recognize the limitation we are facing with
these resources, and it is important that we look at different ways
for us to get whatever value they thought they were going to get
out of that event.

Senator JOHNSON. Well, the conferences that you are going to
allow to go forward, what are those about?

Mr. TANGHERLINI. Those are about training, and those are about
connections between vendors, particularly small businesses and the
agencies they serve. They are things like the Expo conference, dur-
ing which we brought together thousands of vendors. We brought
together thousands of government contracting officers. We provided
hundreds of hours of training. We made sure, though, that when
people got there, they recognized that they were going to a govern-
ment training conference and it was going to look every bit the way
that sounds, and that meant that it was going to be austere, it was
going to be focused, and it was going to be mission oriented. And
if people did not have business to do there, they needed to (a) not
come or (b) leave once they were done.

Senator JOHNSON. Now, both you gentlemen have worked for
other government departments, correct? I think you were with the
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Department of Treasury, and you were with the Department of
Justice.

Mr. MILLER. Yes.

Senator JOHNSON. Without ratting them out, but I guess I am
asking you to rat them out, is it a similar type of process in terms
of having 50-60 conferences a year? I will start with you, Mr.
Tangherlini.

Mr. TANGHERLINI. Well, I came from the Treasury Department
where I know that from the Secretary on down, we took very seri-
ously our stewardship of taxpayer resources. So certainly in the 3
years I was there, I never saw anything like that.

Senator JOHNSON. Mr. Miller.

Mr. MILLER. Neither have I. I did not see that at the Department
of Justice.

Senator JOHNSON. So GSA is the only one that is holding con-
fergnces? I mean, we are hearing about judicial conferences
and——

Mr. MILLER. They would have conferences, usually training, and
it would be at the National Advocacy Center in South Carolina.
And they would train Assistant U.S. Attorneys and trial attorneys,
those types of conferences, and they would have a heavy agenda of
substantive training.

Senator JOHNSON. What would those conferences typically cost?
Was a typical budget hundreds of thousands of dollars?

Mr. MILLER. I would doubt that very much.

Senator JOHNSON. Speaking of budgets, in my briefing materials,
I have listed that GSA’s budget is about a quarter of a billion dol-
lars, which, unfortunately, in our government is a rounding error.
That is not your full budget, though, correct?

Mr. TANGHERLINI. No.

Senator JOHNSON. What is the total amount flowing through
GSA in terms of your fees?

Mr. TANGHERLINI. The best number to use for the GSA budget
is about $23 billion. There are about another $40 billion, as the
Chairman pointed out, that flow through our vehicles, but not di-
rectly through GSA.

Senator JOHNSON. As a business person, when you see some de-
partment that is really out of control, you either eliminate it or you
drastically cut its budget. I am highly skeptical, when you see the
comments going back decades about how out of control this agency
has been, that we are going to be able, as phenomenal as you may
be in terms of managerial abilities, to get this under control. I real-
ly do believe in many cases these agencies just have to be cut.
What percent cut in terms of the budget could the GSA live with?
And would that not be really the best way to force efficiencies?

Mr. TANGHERLINI. Well, I would be concerned about doing any
kind of across-the-board cut. I think the really important thing is
to look at the mission that the GSA supports.

Senator JOHNSON. But have not people been doing that for dec-
ades and simply not been able to get control over it?

Mr. TANGHERLINI. Well, I think part of the concern is, for in-
stance, on the Federal facilities side, we need to make sure that we
are not cutting the budget so badly that we cannot take care of the
facilities. The big issue here is: Are we applying the resources that

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00020 Fmt6633 Sfmt6633 P:\DOCS\76067.TXT JOYCE



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

17

we have been given in the way that they are meant to be applied?
Are we applying them to repairing buildings? Are we applying
them to providing the most efficient acquisition services? And I
think that is what makes people really upset, is if you have
$800,000 spent on a conference that could have gone into building
a better heating or ventilation system for a building that saved tax-
payer money by reducing energy, that is incredibly unfortunate,
and that is where it is abusive.

Senator JOHNSON. Just quickly on another subject, I just want to
get your response. I sent a letter on April 30, 2012, about the U.S.
Green Building Council’s Leadership in Energy and Environmental
Design program.

Mr. TANGHERLINI. Right.

Senator JOHNSON. The 2012 program is a pretty drastic depar-
ture. I am highly concerned about products not being able to be uti-
lized in government buildings anymore that will cost jobs. Are you
working actively on that? Are we going to put a stop to utilization
of that, or are we going to start costing jobs?

Mr. TANGHERLINI. We are looking at those standards, and we
want to make sure that there is a fair, open process for those
standards. I do not know where we are in responding yet to the
rulemaking, so I want to be careful that I do not upset that very
complicated legal process. But I will say that we have heard many
of those concerns and others, and we are trying to reflect them in
the way we handle that going forward.

Senator JOHNSON. I will enter this letter in the record,! and I
would really like to work with your staff to get some answers on
where we are in moving on that process. Thank you, Mr. Chair-
man.

Chairman LIEBERMAN. Thanks very much, Senator Johnson.

Senator McCaskill, thanks for being here. Good morning.

OPENING STATEMENT OF SENATOR MCCASKILL

Senator MCCASKILL. Good morning. It is good to be here this
morning, and I want to start first with Mr. Miller.

Mr. Miller, I have a very vivid memory of the two of us sitting
in an office in the GSA building in Kansas City going over one of
your audits, and I remember as a former auditor, you said some
things to me in that meeting that went in my hard drive, and this
was way back before the conference ever saw the light of day in
Las Vegas. This was all about what I found in terms of a public
relations contract that had been given out in Kansas City without
a bid that seemed to be terribly wasteful and, frankly, without
much in the way of results. And I remember you communicating
to me in that meeting that you as a wizened auditor in government
were surprised and, frankly, deeply concerned over some of the re-
sponses you had received to some of your audit findings. And that
is when I began to realize that there was a really rotten problem
at the very top of GSA.

I also have a vivid recollection of talking to the head of the Pub-
lic Buildings Service on my cell phone—I even remember where I
was standing—when I was complaining to him that he was not tak-

1The letter submitted by Senator Johnson appears in the Appendix on page 70.
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ing aggressive action against the woman who had misled this Com-
mittee at a hearing about that contract and that you had docu-
mented that she had misled this Committee.

Mr. MILLER. Yes.

Senator MCCASKILL. And I remember talking to him and saying,
“What are you going to do?” And he basically said, “Nobody reads
that stuff.” And that was the moment when I understood how big
a problem we had at GSA because he was just dismissing the IG’s
findings. And then I found out later they had given her a bonus.
She had made a huge mistake in judgment. She had violated pro-
curement. She was a regional boss, and she had misled this Com-
mittee, and you had documented that. And they gave her a bonus.

So I just want to compliment you for your doggedness. I want to
compliment you for what you do. I am hopeful that we can get our
GAO Improvement Act passed. It is being held right now. It is on
the floor but being held, and we are going to try to call out the se-
cret holds because the more we empower the auditors, the more we
make sure that you are doing your job, the more likely it is that
we are going to be able to clean up messes like this.

Now, Mr. Tangherlini, I think you are trying very hard. I have
great respect for the bold moves you have made. And if anybody
does not think what you have done is bold, they do not understand
SES. They do not understand the SES service in the Federal Gov-
ernment if they do not understand that when you cut the bonus
budget by 85 percent, that is an earthquake in SES world. There
are a lot of nodding heads in the room because a lot of people in
this room understand the calcified power of SES in the Federal
Government. And that is one of the questions I want to ask you
about. And I know there are arguments on both sides, but in a very
tricky move between the transitions of Administrations, the SES
and GSA basically took the political appointments from these dif-
ferent areas in the country and removed all of their power. When
no one was watching between the Bush Administration and the
Clinton Administration, they took the regional political appoint-
ments that are the eyes and ears of Congress into this agency, and
they basically put them out to pasture and took away all of their
power.

Nobody ever said anything. No one ever realized this happened
until all of a sudden, when the new people were put in place, they
found they had an office with nobody reporting to them, they had
no authority to do anything, so this woman in GSA in Kansas City
basically did not have to listen to the Regional Administrators that
had been appointed through the political process whatsoever. No
power.

So is that a good idea? And why did no one ever say anything
about that? Because all it did was, in fact, muscle up the calcified
middle management of this agency at the expense of congressional
oversight.

Mr. TANGHERLINI. I will take the first stab at it. I actually agree
with you that there were substantial problems with the way that
those organizational changes have been made, and that is why I
have done everything I can to reverse them and clarify the role of
the Regional Administrator. Some of those changes are going to re-
quire some additional work on what is the long-term role of the Re-
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gional Administrator, how does the region fit within the organiza-
tion. Those are bigger questions. But in the meantime, I do not
want Regional Administrators out there who feel that they are not
empowered to call out waste or abuse or concerns and say that they
do not have power to resolve them.

And so we have done a couple of things. We have given them the
head of contracting authority so that they are the ones who get to
determine whether things can be bought. They work closely with
our Senior Procurement Executive to determine who has warrants
and, frankly, who does not have them anymore to obligate the Fed-
eral Government. We have a weekly phone call with the Regional
Administrators and with our Deputy Administrator. If there is any
concern, if there is any problem, if someone is not listening to
them, I have told them that if they cannot resolve it, bring it to
the Deputy Administrator, bring it to me, call me, or email me. Be-
cause if someone does not think that they report to the Regional
Administrator, I certainly hope they do not think they do not re-
port to me. And so that is what we have been doing to try to make
sure that we have clarity of role and responsibility in the organiza-
tion.

Senator MCCASKILL. Well, you understand when the Regional
Administrator in Kansas City tried to impact this situation, he was
called to Washington and asked to sign a loyalty oath, which was,
frankly, shocking to me that would occur. He was trying to point
out some of the problems, and he was called on the carpet. And I
then began a mission to see if we could rattle the very top cages
in GSA. I am glad that Las Vegas came along because that toppled
the entire structure, which needed to go. And as time went on and
I became more and more familiar with some of the decisions that
were being made, I was more and more surprised at some of the
judgment calls that were being made.

Inspector General, do you have any comments on this calcifi-
cation in middle management at GSA that really began to pull the
curtains on aggressive oversight by removing the power of the Re-
gional Administrators to have any kind of supervisory authority
whatsoever?

Mr. MILLER. Well, Senator, I think we found two data points:
One with Kansas City where there was an out-of-control regional
commissioner and many problems that you uncovered in your hear-
ings; and another data point obviously is the Western Regions Con-
ference, where we had a regional commissioner, again, who was out
of control so that structure was not working.

Ultimately, how an agency organizes itself and how it chooses to
manage itself is an agency function, and it is not really the job of
the Inspector General to tell them how to organize themselves. I
feel like it is a bit out of my lane.

Senator McCASKILL. Well, I just want the Chairman to know
that this happened, and it was almost as if they waited in the con-
fusion of the transfer of Administrations, knowing that no one was
going to be paying close attention, and they moved quickly and
cleanly to change the supervisory authority of the appointments in
which Congress has a role. And I think the reason Congress has
a role in those appointments is that it augments and enhances the
oversight capacity of Congress. And so far, I will tell you, I am a
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big fan of the Acting Commissioner. I think he has taken really ag-
gressive steps that are hard to do in government to clean up this
mess, and I do not think we can keep flaying the horse when the
horse is trying very hard to clean up everything. But I do think it
is something that we ought to take a look at as to exactly when
and how this happened because I think it is really problematic that
they had enough nerve to do this when no one was looking.

Chairman LIEBERMAN. Thanks, Senator McCaskill. I agree with
y0111, .'illnd we will take a further look at it. Thanks for bringing that
to light.

I have a few more questions so we will go to another round. I
wanted to talk with you about purchase card abuse. A longstanding
concern of our Committee has been whether agencies generally ex-
ercise proper controls over purchase cards, which are government
charge cards given to employees for making small procurements.

Overall, it needs to be said, use of these purchase cards saves the
government money because it helps eliminate paperwork. The
numbers are really remarkable, and again, it shows how large the
Federal Government has become. Federal employees spend over
$30 billion annually using these purchase cards, and this gen-
erates, it is a pleasure to say, approximately $2 billion in rebates
to agencies from the credit card companies. But obviously, we have
to guard against abuses by those who use the charge cards for ille-
gal or fraudulent purposes.

I will add here, shamelessly but I think constructively, that it is
my strong hope that before Congress adjourns this session that we
give final passage to a bill sponsored by Senators Collins, Grassley,
and me, which is S. 300, to require agencies to adopt better inter-
nal controls over the purchase cards.

GSA, as you well know, Mr. Tangherlini, is the agency that nego-
tiates the contracts with the major credit card companies for the
charge cards that Federal employees use. So, obviously, we would
hope that GSA would see itself as having a special responsibility
for being a good steward of charge cards, and that is why it added
insult to injury when we learned that in Region 9, Jeff Neely’s dep-
uty was arrested in 2010 and pleaded guilty for embezzling tax-
payer money for personal use on items such as luxury hotels,
meals, and spa treatments.

One of the things that was interesting to me that I learned in
your responses to the questions that Senator Collins and I posed
in our letters was that there have been very few disciplinary ac-
tions at GSA for purchase card abuse in the last 5 years—only one
action in 2007, one in 2008, and none at all for years 2009 through
2011. Now, maybe that is because there is no purchase card abuse.
On the other hand, when we see some of the other irresponsible be-
havior, you have to wonder. And I, therefore, wanted to ask you,
going forward, are you either looking into whether there have been
abuses that should have led to disciplinary action or are you taking
proactive steps now to make sure that there are no, to the best of
your ability, abuses of the use of these purchase cards?

Mr. TANGHERLINI. Well, the answer to both questions is yes. On
the retrospective work, we will work closely with the Inspector
General as we go through and look at particularly these con-
ferences and other spending, and spending in areas where we saw
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a pattern of abuse, and go and reconcile a past purchase card or
travel card to see if we can find anything there.

But going forward, I think it is important that we create the
same kind of systems and oversight that make it impossible for
people to hide behind the organizational complexity and raises our
visibility into how people are spending taxpayer money within
GSA. So we are doing a couple of things.

One, we have reduced the number of purchase cards within the
organization by nearly 15 percent with just simply taking back a
bunch of the cards.

The other thing we are going to do starting in the next fiscal
year is we are going to buy a set of analytical tools so that we can
really look at the purchase card volume through GSA and try to
find patterns and try to discern information. This is something that
the purchase card companies provide as an extra service, and we
are going to avail ourselves to it so we get better data, more trans-
parency, more visibility, so we can actually see what is going on
in the field.

Chairman LIEBERMAN. I appreciate that.

Mr. Miller, do you want to comment on the use of purchase cards
in the agency?

Mr. MILLER. Yes. We have ongoing reviews of purchase cards,
and since 2009, we have recovered $1.9 million in purchase card
cases. I highlighted that in my opening statement. We continue to
analyze them. Our Office of Forensic Auditing analyzes the data
and makes referrals to our Office of Investigations, and we cur-
rently have criminal investigations going regarding abuse of pur-
chase cards.

Chairman LIEBERMAN. That is important. So it does not really
seem accurate or adequate that there were only two disciplinary
actions in the last 5 years at the agency for improper use of pur-
chase cards. Do you agree?

Mr. MILLER. I cannot dispute that figure. I do not have informa-
tion about disciplinary actions taken against holders of purchase
cards. I do note in one case that is ongoing, the purchase card au-
thority was reduced.

Chairman LIEBERMAN. Yes.

Mr. MILLER. So that did occur. Now, of course, a criminal pros-
ecution is not a disciplinary action. That is a criminal prosecution.
The person is usually fired as a result.

Chairman LIEBERMAN. Right. Is that one going on now?

Mr. MILLER. Criminal investigation?

Chairman LIEBERMAN. Yes.

Mr. MILLER. I believe we have more than one.

Chairman LIEBERMAN. Yes. And outside the Western Region.

Mr. MILLER. Yes, at least one of them is outside. We have others
going, too.

Chairman LIEBERMAN. OK.

Mr. MILLER. Yes, they are all outside of Western Region, but we
also have criminal investigations in Region 9 as well.

Chairman LIEBERMAN. Right. Well, that is important and cer-
tainly says, Administrator Tangherlini, that what you are doing to
try to curb the possibility of purchase card fraud by employees of
GSA is totally justified. So I thank you for that.
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I want to just pick up on a couple of the questions that Senator
McCaskill was asking about the GSA regions because obviously we
have talked a lot about how important it is to get the regions under
control from the central or headquarters operation. But I think
there are other questions to ask about the regions as well, and I
will start with you with a broader question, Mr. Tangherlini. GSA
now has 11 regions—the National Capital Region office and 10
other offices—and I wanted to ask you whether you have thought
about the baseline question of whether this is too many regions,
whether GSA really needs that many regions.

Mr. TANGHERLINI. Actually, that has been the first question we
asked in each one of the top-to-bottom discussions we had with
each of the regions. And by the 11th time I asked the question, I
will point out, they got much better at answering it. But the fact
is that what we do has such a retail component to it, if you will.
We actually manage over 9,000, close to 10,000 individual facilities,
and those facilities, leased or government-owned, have specific local
needs, and they have specific local requirements. We do contracting
work with agencies that are spread throughout the entire country,
and so there are specific needs that those agencies have.

The big question we have to ask ourselves, though, is: How do
we structure those regions? And do we need redundant and dupli-
cative systems in those regions? And how do we overcome some of
the challenges that have faced the organization since that piece in
1955, the ability to have transparency and visibility into what is
happening at the local level and making sure that there is consist-
ency in the way the services are delivered?

One of the things that was very striking to me and really sup-
ported our decision to move forward with consolidating our IT func-
tion is that we have 11 different building management systems.
Each region has its own IT system for managing building oper-
ations.

Chairman LIEBERMAN. Right.

Mr. TANGHERLINI. And buildings, yes, they are different, each
one is different, but there is not that kind of variation. And so as
a result, we do not have as much visibility into the way these
buildings are operated, the expenditures. We make Mr. Miller and
his team’s job even harder. And as a result, we do not have the
best control, management, and oversight of our resources.

So we need to untangle that web of reporting of transparency,
and then I think we have to ask ourselves the bigger question, the
question that has not really been asked since we were founded in
the late 1940s, early 1950s: What is the best way for us to cover
the map, if you will, and deliver services?

Chairman LIEBERMAN. So your answer today is that you are con-
sidering the question of whether the 11 regions are appropriate or
too many?

Mr. TANGHERLINI. I think that is fair to say, that is a broader
discussion that we want to have as part of the budget process. We
want to continue to have it within the organization. In the mean-
while, though, that is not a reason for us not to make sure that
the Regional Administrators do not have the power, the resources,
and the accountability they need to oversee those functions. It is
a big country, lots of buildings, lots of transactions, so we are going
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to need some regional infrastructure. What does it look like? How
does it work? I think it is reasonable for us to keep asking those
questions.

Chairman LIEBERMAN. I would just ask for Senator Collins’ pa-
tience for one more question on this subject, which Senator
McCaskill touched on in a way, too. Do you think we need a polit-
ical appointee over each region, or should this rather be a civil
service person?

Mr. MILLER. Mr. Chairman, that is, I think, really out of my lane
to opine on that. Obviously, there is a sense in which the Regional
Administrators are the eyes and ears of the Senate because they
have a great deal of input into the political appointments.

On the other hand, I have always been a career employee, so I
have a great deal of faith in career employees, too.

It really is not up to me to make this sort of a call. I have seen
abuses each way.

Chairman LIEBERMAN. Sure. Mr. Tangherlini, do you want to
step into that thicket?

Mr. TANGHERLINI. I was actually hoping he would answer for me.
[Laughter.]

But since he did not, I have to keep going with it, I guess. I think
that is also one of those baseline questions we have to ask our-
selves. So how do we structure ourselves, and then how do we
make sure that we have the right level of accountability within the
organization? You heard Senator McCaskill make a very good point
about the need to make sure that we do not install a group of folks
who sit there for so long that they do not feel that they need to
report to anyone.

That having been said, it is hard on a continual political replace-
ment cycle to find that many high-quality people to consistently do
those jobs.

Chairman LIEBERMAN. Exactly.

Mr. TANGHERLINI. That is the balance we have to strike. We
have the budget process. We have started this review. These ques-
tions are being asked. We do have a constitutional event happening
in November that will allow us then to rejigger, term to term or
Administration to Administration, and so I think it is the right
time to be asking those questions.

Chairman LIEBERMAN. Very good. Thank you. Senator Collins.

Senator COLLINS. Thank you, Mr. Chairman. I am going to pick
up where you left off because Mr. Tangherlini and I had the same
discussion when we were talking on the phone.

I think this is a difficult issue. How do you ensure accountability
and appropriate authority and in whom should it be vested? I
served as a Regional Administrator of the Small Business Adminis-
tration for New England in the final year of the first President
Bush’s Administration. I loved the job. I felt we made a real dif-
ference at a time when New England was going through a lot of
bank failures. But I also heard from the employees, with whom I
was privileged to work, about previous Regional Administrators in
some previous Administrations who, how shall I say it, did not take
the job as diligently as I did.

So I think this is a difficult call because these are short-term po-
litical appointees. Some of them are terrific, believe in public serv-
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ice, are excellent managers, and have terrific skills. Some of them,
frankly, are being rewarded for helping the President be elected,
and they may not have the skills that are necessary.

I do not know the answer to this question. I truly do not. And
I think it is something we need to talk more about. Clearly, there
is an absence of authority and accountability, and that must be
solved. But I do not know how we solve it because it depends so
much on the person who is appointed.

Mr. TANGHERLINI. So I feel the need to put in a plug for the Re-
gional Administrators we have. We have a great team. They are
committed, they are engaged, and they are involved.

I think one of the big problems that has not been resolved since
that Fortune article from 1955, which I also read and was amused
to see how many similarities there were, is that we really have not
built the strong accountability and transparency systems, the real
visibility down to the field level of work. And so what happens is
we have kind of bureaucratic cloud cover that prevents us from
really seeing what is going on in those organizations, and because
we do not have the commonality of the systems, it is very hard for
us to compare the data.

The Chairman pointed out the fact that we simply could not say
how much we had spent on conferences because we did not collect
the data in that way and we did not have a central repository for
recording that kind of expenditure. We need to have that, and that
is what we think will help us maybe solve some of the problems
that we had not been able to solve up to this point.

Senator COLLINS. Staying with the theme of accountability, Mr.
Miller, you mentioned the recoveries for improper use of purchase
cards, and I think you said that there have been recoveries of $1.9
million, which is a considerable amount. Is there an effort under-
way to get costs recovered from the improper expenditures related
to the private parties at the Western Regions Conference that were
charged to the taxpayer? I understand there was a $120 birthday
cake, that an employee’s spouse allegedly impersonated a GSA em-
ployee in order to get into certain events, that per diem meal
charges were submitted even though meals were provided as part
of the conference. Is there an effort to recover those costs?

Mr. MILLER. That was one of the first conversations I had with
Mr. Tangherlini, and I will let him tell you how he has actually
submitted bills to these employees.

Mr. TANGHERLINI. With the assistance of the Inspector General
and his team helping us review the expenditures, we actually have
submitted bills to a number of the employees. We have received re-
imbursement from a number of employees who were involved in
some of those questionable activities. We have withheld final pay-
ments of severance or other benefits for some of the employees who
are no longer with GSA. And in one case, we received reimburse-
ment from a contractor that had provided ineligible expenses on
their voucher to us.

So working very closely with the Inspector General, I will commit
to you, if there is a dollar we can get back, I am going to try to
get it.

Senator COLLINS. I am glad to hear that. That is part of account-
ability, and it also serves as deterrence. And it does not substitute
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for disciplinary action that should be taken, but it should be part
of the attempts to make the taxpayers whole, and I am pleased
that you are being aggressive on that.

I also want to follow up on the Chairman’s questions about pur-
chase cards. You mentioned that you had reduced the number of
people who had access to purchase cards, and I think that is a step
in the right direction. I am wondering if you have also considered
putting a limit on how much can be charged to a purchase card.
For example, our investigation revealed that an employee used a
single purchase card for purchases totaling over $1 million during
a 7-month period, and some purchases were from a vendor that
was paid $104,000 when the purchase orders appeared to only au-
thorize $55,000.

But this raises a bigger issue in my mind, and that is, do we
really want a single employee to be able to charge in excess of $1
million over just 7 months?

Mr. TANGHERLINI. Well, I think the question is, what kind of con-
trols are in place and what kind of additional authorizations are
required. If the employee is a buyer and is using the purchase card
for how it is set up to be used, as the Chairman pointed out, to
save considerably on the amount of paperwork and the amount of
back-shop work, you could have a position where it is perfectly rea-
sonable or fine for someone to spend that kind of money. Is there
appropriate oversight? Are there controls? Are other people signing
off? Or do they have the singular ability to spend that kind of
money? If it is the latter, that is deeply concerning.

Senator COLLINS. And I would mention that many of the pur-
chases were related to that 1-day Federal Acquisition Service
awards ceremony that has been so troubling to us as well.

Mr. TANGHERLINI. I would just like to add that it was actually
our review, working with the Inspector General and at the request
of Congress, of prior conferences that led me to refer that par-
ticular conference to the Inspector General because we saw enough
problems with it that we really wanted their additional insight into
whether there was something more than just problematic, some-
thing more than just inappropriate about it, whether there was
anything actually illegal.

Senator COLLINS. I have a final question for Mr. Miller. I worked
on Capitol Hill when the Competition in Contracting Act was
passed, and as I read through the materials, I saw a notable dis-
regard for the requirements to seek out competition in the award
of Federal contracts by GSA in order to ensure that we are getting
the lowest price at the best quality.

This to me is extraordinary because GSA is supposed to set the
standard. GSA, as you have said, is supposed to be the model. I be-
lieve the contract to the resort at which the infamous conference
was held was a sole-source contract, despite the fact that there
were clearly many hotels that would have been happy to bid on
that conference.

Could you talk to us a bit about the violations of the competition
requirement that you found so far as parts of your audits?

Mr. MILLER. Senator, you are exactly right. There are many vio-
lations, unfortunately, of the Competition in Contracting Act. We
have uncovered a number of those violations in connection with Re-
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covery Act projects, and I have testified on those violations in other
committees. We have submitted a proposal that would require GSA
to report a violation of the Competition in Contracting Act to their
oversight committees, much like the Anti—Deficiency Act, because
currently we identify the violations but there is no remedy. And so
we do have plenty of audits that have that as a finding, that they
did not have adequate competition, they violated the act, and un-
fortunately, it is not isolated. It occurs a lot.

Senator COLLINS. Thank you. In many ways, those are the hid-
den costs.

Mr. MILLER. Yes.

Senator COLLINS. Because we do not know how much would have
been saved if the service or good had been put out to a bid. And
we will probably never know how much additional lost taxpayer
money was involved. So I do think that is important, and I like
your suggestion of the report to Congress. That is something I
think we will follow up on with you.

Thank you both for your testimony. Again, I want to thank you
both for taking on this task in such a serious manner. We do have
to get this straightened out. There is nothing that erodes the con-
fidence of taxpayers more than reading of these scandalous exam-
ples of wasted dollars at a time when the public is struggling to
put food on the table. Thank you.

Chairman LIEBERMAN. Thanks, Senator Collins. Obviously, I
could not agree with you more, and Mr. Miller, I thank you for
being a real steward of public trust and by your work, in some
sense, making the public angry, but also putting the agency under
pressure to get better.

Human nature being what it is, probably at this time the pros-
pect of a repeat of the outrageous behavior at the Las Vegas con-
ference and the other things that were happening in Western Re-
gion 9 are slight. In other words, people understand that GSA is
under the klieg lights now. But what I appreciate that both of you
are doing, and I thank you particularly as Acting Administrator,
Mr. Tangherlini, is that this is the moment to try to put into place
systems that will stop a repetition of the infuriating behavior of
GSA employees when the memory of what happened in Western
Region 9 is gone, which is another part, unfortunately, of human
nature and history in organizations that repeats itself. So I think
you are well on the way to doing that. It does require constant
oversight and strong leadership—strong leadership in the agency
and constant oversight by Congress. And certainly I know this
Committee will continue to do that.

The record of this hearing will remain open for 15 days for addi-
tional questions and statements by yourself and others, if you
would like. With that, I thank you again very much and adjourn
the hearing.

Mr. TANGHERLINI. Thank you.

Mr. MILLER. Thank you.

[Whereupon, at 11:38 a.m., the Committee was adjourned.]
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Moving from Scandal to Strategy:

The Future of the General Services Administration
Senate Homeland Security and Governmental Affairs Committee
Chairman Joe Lieberman
September 12,2012

Good morning and welcome to our hearing today on how the General
Services Administration is doing to move beyond the scandals that have
recently dominated its activities and its public image and get back to saving
the taxpayers significant sums of money through the effecient acquisition of
goods and services and smart management of government property.

The agency’s mission has been sadly compromised these past six
months by scandals that have occupied the time and energy of top GSA
officials. Administrator Martha Johnson stepped down in April after the
Inspector General reported outrageous spending on a GSA Western Regions
conference that cost over $800,000.

Her replacement, Acting Administrator Daniel Tangherlini is with us
today to discuss what he has done since then and where the agency goes
from here. I’ve been impressed by your efforts, Mr. Tangherlini, to curb
irresponsible spending and to conduct a top-to-bottom review of GSA
policies and operations to determine if there are other areas where the
agency has been a careless steward of taxpayer dollars.

The Committee’s interest in this subject is based on our jurisdiction
over government operations generally and the General Services
Administration specifically. To most Americans, the General Services
Administration is probably unknown, or just another obscure federal
agency. But its purpose could not be more important to the way the federal
government spends taxpayer dollars.

It has an interesting history. In 1947, Congress established the
Commission on Organization of the Executive Branch of the Government to
recommend ways to streamline the government while spending — quote -
“the lowest amount consistent with the efficient performance of essential
services.” End quote.

(27)
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The Commission recommended creation of a separate agency to
purchase goods and services and maintain public property across the
government as a way to eliminate duplication, streamline operations, limit
government spending, and help other agencies be more efficient.

In its final report, the Commission stated, and I quote: “To the
general public, the ‘housekeeping activities’...are little-known, but unless
they are properly administered, the executive branch cannot be effectively
managed.” End of quote.

The words of the Commission ring as true today as they did in 1947,
in some ways even more loudly because of the period of economic stress
we’ve been in and the enormous debt....when we are obligated to do more
with less. GSA has an enormous portfolio: it negotiates contracts worth
more than $40 billion a year; manages $500 billion in assets, mostly real
estate; and owns or leases 9,600 buildings around the country. That’s a big
operation.

The agency is critical to the maintenance, for instance, of our
courthouses, ports of entry, and Social Security offices. It makes sure that
federal workers have what they need to perform their jobs, from office
supplies to IT services. It takes care of those “housekeeping” matters so that
the agencies of the federal government can focus exclusively on their
missions. And it leverages the purchasing power of the entire federal
government to get the best deal for the taxpayer.

We know that most GSA employees go to work every day with one
overriding goal and that is to serve their country, not themselves. But that
was not the case for some GSA employees. Eight trips by GSA employees to
plan for a Las Vegas conference and awards ceremony, all of which cost the
taxpayers $822,000. Conference organizers spent over $146,000 on food,
$75,000 for a “team-building exercise” that involved building bicycles,
thousands of dollars more on after-hours parties, and over $6,000 for
commemorative coins. You’ve heard that litany before, but it bears
repeating.

Unfortunately, the Las Vegas conference was not an isolated instance
of bad judgment. The evidence we’ve collected reveals a culture of abuse in
GSA’s Region 9, where we’ve learned of extravagant travel, misuse of
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government purchase cards, and a poorly-run awards program that allowed
employees to treat themselves to iPods and DVD players.

We found questionable bonuses awarded throughout the agency;
thousands of dollars spent on cooking classes for employees in the Kansas
City region, and a $270,000 award ceremony where taxpayers paid for GSA
employees to beat on drums. In many ways, GSA has become an agency out
of control.

Acting Administrator Tangherlini has shown he understands this and
agrees by instituting new procedures for the approval of conferences and
travel and cancelling 47 questionable conferences. These changes alone have
saved the taxpayer over $11 million. He also has strengthened the Chief
Financial Officer’s authority over GSA’s regional offices and has cut 85% of
senior executive bonuses.

Today, Mr. Tangherlini will report on his comprehensive review of
GSA to get the agency back on track to fulfill its core mission. GSA
Inspector General Brian Miller is also here with us today. He is a real hero in
this story. His work helped uncover the flagrant and inexcusable spending
by some GSA employees, and today he will help us understand how these
scandals fit into the agency’s overarching management problems.

Every day that our Committee spends looking at conference and travel
costs of GSA employees is a day NOT devoted to the oversight of GSA’s
programmatic activities. First and foremost, we need to make sure agencies
use GSA. It’s a pretty simple concept: We save money when we buy in
bulk. Billions of dollars in potential savings can be made applying this
concept, which is frequently referred to as “strategic sourcing.” GAO is
finalizing a report for our Committee on this very subject, so we will have
more to say on that topic soon. But there are plenty of other issues that need
our continued attention. For example:

» We’ve been looking at the Integrated Acquisition Environment,
which is an effort to merge nine different procurement data
systems used by government contracting officers, contractors,
and the general public. This program is off to an extremely
rocky start, and according to GAO, costs have already increased
by $85 million.
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W We’ve also been looking at the fees GSA collects from agencies
for use of its contract schedules — which have routinely exceeded
$250 million annually in recent years. We need to know whether
those fees can be lowered to help agencies save money.

B We are examining why agencies were slow to transition to GSA’s
suite of telecommunications contracts, known as the Networx
program, which have a collective value of about $62 billion. We
need to make sure GSA documents the lessons learned, because
it’s already time for the agency to start planning for the next
generation of telecomm contracts.

W The committee has also been following GSA’s leading role in
implementing the federal government’s move towards cloud
technology and its collaboration with other agencies to ensure the
cloud systems are secure.

B The Committee has also been long concerned with the federal
government’s management of its real property. This task has been
on GAO’s high risk list for years. Other agencies often turn to
GSA for help disposing of underused or surplus property, which is
costing the taxpayers over $1 billion a year.

Bottom line: We must go forward together — the GSA, Congress, and
the Administration — to ensure spending abuses like those uncovered at the
agency are not repeated and to help GSA return to the fundamentals of
helping our government do more with less. I hope our hearing today helps to
keep that process in motion.
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Statement of Senator Susan M. Collins

“Moving from Scandal to Strategy: The Future of the General Services
Administration”

Committee on Homeland Security and Governmental Affairs
September 12, 2012

* X %k

Mr. Chairman, thank you for holding this oversight hearing on the
General Services Administration (GSA), the agency that is the landlord for
federal agencies and is supposed to be the federal government’s leader in
procurement and administrative services. Let me share with you the following
excerpt from a Fortune Magazine article that describes some of the problems at
GSA:

“The new Administrator claims there have been improvements in GSA....
GSA is, nevertheless, the most durable mess in Washington.... The story
involves great U.S. corporations and marginal operators... Chicago
politicians; Washington influence-peddlers and fixers..., and, above all,
timeserving bureaucrats who are ... just job holders, glowing with
contempt for the U.S. taxpayer. Happily, the cast also includes some
honest, capable, GSA employees ... harried, half underground, and hoping
for better days.”

1, too, am hoping for better days, but my hope is tempered by the fact
that these words were written in 1955, yet here we are again....

In April of this year, we learned about the inexcusable waste of taxpayer
money at the 2010 Western Regions Conference - where GSA employees spent
more than $800,000 for a Las Vegas conference and eight off-site planning
meetings in advance of the real meeting.

The Inspector General has found that GSA violated numerous contracting
regulations and policies, including the Federal Travel Regulation, in connection
with this conference. The IG also said this situation raises “special concern”
because GSA - as the federal government’s manager of acquisition policies -
should be a “model” in contracting and managing travel and conference
planning. He has underscored that “the absence of Agency financial control
and top-down accountability allowed the 2010 [Las Vegas conference]
expenditures to occur unchecked.”

But that's not all. Since then, our Committee has uncovered:

s A 2012 leadership conference in Napa Valley costing $40,000
before accounting for travel costs;
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e $300,000 in relocation compensation for an employee who left the
agency after one year;

» Five- to six-day trips to Hawaii for a one-hour ribbon cutting
ceremony; and,

» Questionable monetary awards and bonuses for some of the very
people involved in the conference.

GSA employees knew this was wrong. One admitted to the IG, “I never
tell my friends what I spend.. because they're all out of work...and they would
say are you kidding me?” Undoubtedly, that is the reaction of taxpayers footing
the bill.

All this tells me that there isn't just an inexcusable lack of financial
controls at GSA. There is also a culture problem.

After the Las Vegas conference scandal broke, some tried to claim that
the problem was isolated to the Western Regions or even only Region 9 based in
San Francisco. But additional facts suggest otherwise.

We have read press reports about GSA spending $20,000 for cooking
classes for employees in Kansas City for teambuilding exercises. GSA also
threw a one-day award celebration in November 2010 at a cost of nearly
$269,000. At this event, GSA employees received drumsticks so that they could
all drum together. The cost of this drumming exercise with each employee
having their own GSA-purchased drumsticks? Almost $30,000.

In light of these continuing revelations, this Committee has sought
explanations from the IG, the Acting Administrator, and all 11 Regional
Administrators. Their responses highlighted the importance of the Top-to-
Bottom review undertaken by the new Administrator, and the urgent need to
implement organizational change and improve accountability.

The Regional Administrators were not able to answer basic questions
about budgets and spending in their own regions. They reported that, the
Public Building Service and the Federal Acquisition Service “operate with
separate budgets and with separate reporting structures.” In fact, no one at the
agency has been able to provide detailed information on conference spending
and related contracts within the regions, because there was no system to track
such basic information.

Consequently, the top leadership in each region had little to no authority
over the regional activities and spending of PBS and FAS. This convoluted
configuration makes no sense and does not promote accountability - and is
likely a key reason for the excessive spending at the Las Vegas conference.

GSA also has an extremely generous award policy that appears to have
little correlation with excellent performance by recipients. For example, we
have learned that 50 people involved in planning the Las Vegas conference
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received awards totaling $35,500. And what was the outstanding performance
for which these employees were being rewarded? For most, it was solely their
role in planning for that conference.

An employee who led the Las Vegas conference planning received an
award of $16,500 - and this award was given even after GSA leadership was
informed of the IG’s initial findings related to the scandal. Other executives
involved in the conference received similarly generous awards ranging from
$15,800 to a head-shaking total of $54,640. This was not just related to
officials who planned the WRC. One FAS executive received awards totaling
$79,000!

This is outrageous and particularly so in the midst of a bad economy and
high unemployment. I appreciate that the Acting Administrator recognized this
problem during the course of the Top-to-Bottom review - finding there are
“clear deficiencies in the area of performance awards” - and has frozen awards
pending further review.

The Top-to-Bottom Review must result in lasting reform. Not one more
dollar at this agency can afford to be wasted. The time for patiently hoping for
better days is over. 1 am encouraged by Acting Administrator Tangherlini’s
actions so far, but aggressive congressional oversight must continue - because,
to quote from that 1955 article, GSA seems to be “the most durable mess in
Washington.”

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00037 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.007



34

SUBMITTED BY SEN. COLLINS

GGl ‘auizebepy sunuo4

. SAep san9q 40} Buidoy

pue ‘punoibiapun jjey ‘paiiey - seakojdws
VSH ‘ejqeded ‘}sauoy awios sapnjoul osje }sed
ay} ‘Ajidde uakedxe) ‘g 'n ayj 10} }dwajuod ym
Buimo|b ‘siapjoy qol 3snf 3ng ‘syoLIARW }JsauoY
194 Jou ‘sjesoowa Jou suesijgnday Jayjiau

ale oym sjeroneainq Buiatasawi} ‘|je anoqe

‘pue “**siaxij pue si9|ppad-asuanjiul uoybuiysepn

:sueroijijod obesiyn - siojesado jeuibiew

pue suoijelodiod ‘'S N Jeaub sanjoAaul Aio)s

8yl ""r"uojbBulysepn ui ssaw ajgeinp }sow ay)

‘SS9|aYJIaAdU ‘SI YSO T YSHO Ul SjuswaAosduwl
uaaq aAey alay) swie|d Jojesjsiuiwpy mau ayl,,

8002909

VerDate Nov 24 2008  13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00038 Fmt6601 Sfmt6601 P:\DOCS\76067.TXT JOYCE

HITILLSIA UM LMBL-LEELP-SO09H



35

[eJauac) Jojoadsu] YIMm MaIAISIU]
ui @afojdwiz YS9 Jswio4-

«£ouw Bulppiy
noA aie Aes pjnom Aay} pue - -yiom

Jo Ino [je a1, Ady) asnedaq "puads
| Yeym spuaLiy Aw |8} J8AdBU |,,

60029092

P:\DOCS\76067.TXT JOYCE

Sfmt 6601

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00039 Fmt 6601

VerDate Nov 24 2008

HITILLSIA UM LMBL-LEELP-SO09H



36

[eJsuac) J0j0adsu| YIM MaIAI)U]
Ul eakojdwim YSO JBWIo -

.9 Buippy

noA aJse Aes pjnom Aayj pue: "yiom
JO 1no ||e a4, Aay] asnedaq  puads
| Jeym spualiy Aw ||9) J8AdU |,,

VerDate Nov 24 2008  13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00040 Fmt6601 Sfmt6601 P:\DOCS\76067.TXT JOYCE

HITILLSIA UM LMBL-LEELP-SO09H



37

U.S. General Services
Administration

Daniel Tangherlini
Acting Administrator

Committee on Homeland Security &
Governmental Affairs

"Moving from Scandal to Strategy”
September 12, 2012
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Good marning Chairman Lieberman, Ranking Member Collins, and Members of the
Committee. This past April the President asked me to step in as head of an agency
rocked by the results of an IG investigation into a GSA conference held in 2010 known
as the Western Regions Conference. In the immediate aftermath, | instituted a series of
swift reforms to ensure this type of event could not happen again by centralizing the
review of proposed conferences and cutting back on employee travel. Already, that has
saved more than $11 million in taxpayer dollars. We also took immediate action against
the officials responsible for these events.

| assembled a team and have spent the past five months conducting a Top to Bottom
review of this agency to look at what reforms are needed to both address the root
causes of the Western Regions Conference and to improve GSA’s operations moving
forward. We looked at every aspect of the agency’s internal operations and spending
practices, as well as assessed the agency's effectiveness in fulfilling its mission.

As a result of this review, we have implemented a number of reforms to prevent waste
of taxpayer dollars, increase accountability and make GSA a more efficient
organization. We have also implemented a number of cost savings measures. As we
plan for Fiscal Year 2014 and beyond, we will be using the data from the Top to Bottom
Review to identify additional reforms that will provide increased transparency into the
agency’s operations, reduce costs, and increase efficiency. These reforms will require
the support of Congress, other Federal agencies, GSA’s own employees, and the
public.

Top to Bottom Review —

In April, | ordered a Top to Bottom Review of GSA, covering the agency’s internal
operations, the agency's spending practices, and the agency’s effectiveness in carrying
out its mission. | want to express my appreciation to this Committee for its oversight,
which brought to light many issues that we have looked into as part of our Top to
Bottom Review. | also would like to thank our Inspector General, Brian Miller, for his
contributions and for offering several recommendations for reforms.

The Top to Bottom review was led by a small team brought together to facilitate the
effort and has involved contributions by hundreds of GSA employees and the entire
GSA management team. We organized our review along four tracks.

The first track was fo engage the more than two dozen major operating units within GSA
in an extensive review of strategy, operations, and human capital. Agency leadership
met with heads of services and staff offices, and regional administrators to dissect
agency role, structure, budget, and services. After a self-assessment by each operating
unit, the review team has held more than two dozen review sessions involving nearly
every member of GSA's senior executive team and analyzing all available data, The
team also had numerous meeting and interviews with employees, stakeholders, and

1|FPage
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pariner Federal agencies. The team supplemented these in-depth discussions with
contributions from employees throughout GSA via the “Great Ideas Hunt,” a month-long
effort to solicit ideas for improvement that resulted in hundreds of ideas and thousands
of comments.

As a second frack, | tasked the review team to conduct interviews with GSA senior
executives, business leaders in procurement and real estate from the private sector,
and representatives from other federal agencies who use GSA’s services. In all, the
team conducted dozens of in-depth interviews to bolster their insights with the
perspective of employees stationed in the field, the opinions of those at other agencies,
and models used by private businesses.

As a third track, the review team underwent a data-driven analysis of how GSA could
find new ways to save money across government. This frack involved identifying
opportunities in such areas as reducing the federal footprint, buying smarter,
consolidating services, and government-wide policies.

For the fourth track, the team conducted an in-depth analysis of data regarding
spending, performance, and the current state of GSA's business lines.

Reforms to Restore Accountability and Improve Oversight —

As we conducted this first round of what we hope will become a continuous process of
Top to Bottom Review, we instituted critical reforms as we found issues that needed to
be addressed or issues were brought to our attention.

First, GSA has centralized oversight of our spending, hiring, and IT decisions. We have
already announced the realignment of budget functions, previously spread throughout
the regions, under the Chief Financial Officer. With reporting lines running to Central

Office, responsibility for spending and budgeting decisions now has additional oversight.

Once complete, consolidation of the financial management of GSA will ensure that
agency leadership, Congress and the taxpayer will have a better understanding of how
and where funds are being used.

Additionally, shortly | will be notifying Congress of our intent to consolidate under the
Chief Information Officer all IT functions throughout the agency. One of the key findings
of our Top to Bottom review was that consolidation of the ClO functions provides an
opportunity to improve the performance and cost effectiveness of GSA’s IT portfolio.
We have proposed to change the current decentralized structure and improved CIO
accountability and oversight. Importantly, centralization of the CFO and the CIO were
both crucial reforms that were recommended by the 1G.

I will also be notifying Congress of our intent to consolidate hiring responsibilities with
the Chief People Officer. Consolidation of hiring responsibilities will increase visibility
into hiring decisions and increase efficiencies by eliminating current redundancy within
the various organizations within GSA.

2{Page
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We have also focused on the current implementation of the telework policy, and the
strength of the business cases to support virtual employees. | have strengthened our
telework policy to ensure the program’s cost-effectiveness and to make certain that
there is a strong business case for employees who work from home full time. Already,
the travel policies that | put in place in April have driven down travel costs for all
workers, including those who work from home full time.

As you are already aware, we took a hard look at bonuses at GSA. We have already cut
Senior Executive Service bonuses substantially. We will go further by reducing the
budget for all other performance awards across the agency. We want to ensure that
performance awards are being used to reward exemplary public service and we are
developing guidelines to ensure cost savings and efficiency goals are integrated into
every employee’s job responsibilities, GSA will use those guidelines as the basis for
individual performance awards. Our primary responsibility is service to our Nation and
the agencies with which we work, and high performance in those duties is the basic
expectation of every GSA employee.

A critical component of the Top to Bottom Review is assessing the appropriate structure
of the agency and the commensurate staffing levels moving forward. Accordingly, |
have instituted a hiring freeze across the agency.

Finally, | have put in place new leadership in the Public Buildings Service to reinvigorate
this important business line and help refocus our efforts on the core mission of providing
quality space to Federal agencies at the lowest cost to the taxpayer.

Reforms to Save Money ~

As we conducted our Top to Bottom Review, we also pursued opportunities to generate
savings to taxpayers.

After completing the “Great Ideas Hunt,” we immediately implemented a few of the key
ideas that were proposed. Implementation of these simple reforms, like cancelling a
number of newspaper and magazine subscriptions and eliminating a paper-based
tenant satisfaction survey, will save an estimated $5.5 million per year. Additionally, |
announced last month that GSA would freeze the Federal per diem travel
reimbursement rates, keeping FY13 reimbursement rates at FY12 levels. This step will
result in an anticipated $20 million in avoided costs in FY13, helping to meet the
Administration’s directives to reduce government-wide travel costs.

GSA’s Federal Acquisition Service (FAS) funding comes from the fees assessed on the
purchases made by other agencies, and we believe there are opportunities for savings
here as well. Based on our review and reports by the IG and GAOQ, we are working to
determine the appropriate reduction to the current FAS fees and anticipate creating
savings for Federal agencies that use GSA services and schedules. We are also
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convening an interagency working group to review and develop recommendations on
the overall fee structure for the schedules program.

In the area of real property, we have developed new tools to dispose of our unneeded
and underutilized propetties, allowing us to leverage the equity of some of our older and
inefficient buildings in the inventory to get new and highly efficient ones. Already we
have put in motion a number of potential real property exchanges that can provide
considerable savings to taxpayers. For example, in Miami, we are seeking ideas from
members of the development community interested in redeveloping and preserving the
David W. Dyer Federal Building and United States Courthouse. Without Federal
funding to restore this historic asset, we are now looking to leverage private sector
investment to replace, renovate, or exchange the property. In Los Angeles, we
announced that we are pursuing the exchange of an outdated Courthouse for a new,
highly efficient Federal building. These initiatives are part of a broader effort to more
fully utilize all of GSA's existing authorities and realize the benefits to business,
government, and communities.

Long-Term Reform —

While we have already taken aggressive action to increase accountability and improve
oversight and have moved quickly on important cost savings initiatives, we believe that
additional reforms will be necessary as part of our future fiscal year budget
submissions.

We know the core outcomes that we need to achieve. Specifically, reforms need to:

increase our ability to achieve savings for the federal agencies that we serve,
simplify and streamline the delivery of core services,

ensure consistency in how GSA operates across the country,

establish clear lines of authority, and

make the most of the talent at GSA

The details of these reforms will be worked out in the months ahead, but they need to
be based on three principles:

First, GSA needs to organize around the agencies we serve. GSA does not exist
without demand from federal agencies, and these agencies engage in missions ranging
from maintaining our nation’s security to protecting our public health. Our job is to
understand and meet their needs, so they can save money and focus on their core
mission. In my conversations with numerous agencies, they mentioned the desire for
proactive outreach by GSA to help meet their needs in the current fiscal environment.
With that said, we need to remove any unnecessary, organizational barriers within our
organization, and apply the best people and resources from anywhere within GSA to
meet those needs.

4iPage
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The second principle of reform should be to invest in our core mission and reduce
administrative costs. GSA has historically depended on 11 regions which deliver the
agency’s services, but that also replicates overhead functions and leadership structures.
The resources currently allocated to potentially redundant activities could be captured
as savings or, where appropriate, invested in improving service to agencies and
performance outcomes.

The third principle of reform should be to utilize data to drive better results. Given its
broad role, GSA has access to data capable of providing unique insights to improve the
performance of federat agencies. Data and technological offerings today enable a
transparent, rigorous and far-reaching performance management capability which could
not have been imagined when the GSA was formed in 1949. Leveraging available data
will save taxpayer dollars, make performance evaluation more transparent to employees
and yield better outcomes for the federal government.

Conclusion -

| am confident that, with the support of Congress, we can accomplish reforms that will
achieve our shared goal: restoring the trust of the American people and refocusing this
agency on its core mission to provide quality service to Federal agencies at the lowest
cost to the taxpayer.

| welcome the opportunity to be here today to answer any questions you may have.
Thank you. )
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Inspector General

General Services Administration

Committee on Homeland Security & Government Affairs

United States Senate

September 12,2012
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Testimony of Inspector General Brian Miller September 12, 2012

Chairman Lieberman, Ranking Member Collins, and members of the Committee. Thank
you for the opportunity to testify at today’s hearing. I am here to provide an update on the
progress of the ongoing reviews I outlined in my letter of May 30, 2012, to the Committee, to
discuss some of the major management challenges facing GSA, and to address some of the
actions being taken to reduce fraud, waste, and abuse at GSA. We appreciate this Committee’s
oversight of spending at the General Services Administration (GSA) and its continued support of
my office.

My letter of May 30 addressed the questions posed by the Committee on May 10, 2012.
As noted, we have several ongoing investigations involving conferences, and we have an
ongoing audit of conferences held between October 2011 and April 2012. We expect that the
issues we have identified thus far will be remedied with the changes Acting Administrator
Tangherlini has begun to implement. We look forward to advising the Committee when we
complete those reviews and have definitive conclusions. Our audits of contracting practices at
GSA also continue, and we have issued three reports since our May 30 letter that are available on
our website. Those reports found, among other things, that the Federal Acquisition Service’s
(FAS) Network Services Division, Pacific Rim, lacks written procedures and management
controls over contract administration, and the contract file documentation for FAS Blanket
Purchase Agreements did not support award decisions or provide a complete history of the
acquisition. Management concurred with the findings and recommendations in those reports,
Finally, with regard to purchase cards, our Office of Forensic Auditing, Evaluation, and Analysis
and our Office of Investigations continue to conduct reviews and investigations of suspicious

transactions across the charge card program. These ongoing reviews have recovered over $1.9
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Testimony of Inspector General Brian Miller September 12, 2012

million in government charge card cases through forfeitures, restitutions, fines, seizures,
recoveries, and penalties since 2009,

We report on significant management challenges at GSA each year, This year, we have
identified as GSA’s major challenges: (1) GSA’s greening initiative; (2) acquisition programs;
(3) financial reporting and information technology; (4) protection of federal facilities, personnel,
and information; (5) rebuilding the Public Buildings Service; (6) management of the funds
reccived from the Recovery Act; and (7) GSA’s organizational uncertainty. The last challenge --
GSA’s organizational uncertainty -- is new this year and is based on the changes currently
underway at GSA. Our point is not to criticize GSA for making changes, but to note that the
uncertainty does create a challenge. Our audits and investigations are structured around these
challenges and focus on high-dollar contracts and federal buildings. We will continue to update
Congress and work with the Agency on any serious challenges we uncover within its programs
and operations.

Finally, I would like to briefly address the steps being taken to reduce fraud, waste, and
abuse at GSA. I am encouraged by the steps Acting Administrator Tangherlini has undertaken to
make sure something like the 2010 Western Regions Conference could not occur again at GSA.
The first step in stopping waste is to identify it, and to accomplish that employees need to be
willing to come forward when they learn of questionable activities. The Acting Administrator
and I conducted town hall meetings throughout the regions to reiterate the valuable role GSA
employees have as the first line of defense against fraud, waste, and abuse. In the month
following the report’s release, the number of incoming Hotline tips more than doubled, and 1
believe we are seeing improvement in employees’ willingness to raise concerns. [ would also

note that GSA has responded to each recommendation made in the WRC report and, among
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Testimony of Inspector General Brian Miller September 12, 2012

other things, GSA has moved to centralize the Office of the Chief Financial Officer. It is also my
understanding that the Office of Administrative Services is implementing controls over
conferences, including spending and procurement, to ensure top-down accountability, and forty-
seven conferences have been cancelled. Additionally, GSA has introduced a new online training
session on conference attendance that is mandatory for every employee. 1 will let the Acting
Administrator further explain the changes he has implemented and their anticipated effects.
Thank you again for the opportunity to testify. I would be happy to answer any questions

the Committee may have.
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Office of Investigations

Office of Inspector General
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U.S. General Services Administration
Office of Inspector General

April 2,2012

MEMORANDUM FOR MARTHA N. JOHNSON

ADMINISTRATOR (A)
.
FROM: BRIAN D. MILL
INSPECTOR GENERAL (J)
SUBJECT: Final Management Deficiency Report

Public Buildings Service

Our final management deficiency report on the Public Buildings Service 2010 Western Regions
Conference is attached. We will publish the report with your response concurring with our
recommendations and outlining the steps you are taking to prevent such waste and abuse from
occurring in the future.

Thank you for all the assistance and courtesies extended to our staff during this review. Should
you have any questions or require additional information, please contact me or have a member of
your staff contact Assistant Inspector General for Investigations Geoff Cherrington on (202) 501-
0035.

Attachment

1800 F Street, NW, Washington, DC 20405
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EXECUTIVE SUMMARY

The Public Buildings Service (PBS) of the General Services Administration (GSA) held its
biennial Western Regions Conference {(WRC), which had approximately 300 attendees, in
October of 2010, at the M Resort Spa Casino (M Resort) just outside Las Vegas, Nevada. The
GSA Deputy Administrator requested that the GSA Office of Inspector General (OIG)
investigate allegations of possible excessive expenditures and employee misconduct in
connection with the 2010 WRC.

The OIG found that many of the expenditures on this conference were excessive and wasteful
and that in many instances GSA followed neither federal procurement laws nor its own policy on
conference spending. Conference costs included eight off-site planning meetings and significant
food and beverage costs. The total cost of the conference was over $820,000, broken down as
follows:

Phase Description Costs

Pre-Conference Travel, Catering, Vendors, and Other Hotel Costs $136,504
Conference Travel, Caterin_g_, and Vendors $686,247
TOTAL $822,751

Our findings included the following:

* GSA spending on conference planning was excessive, wasteful, and in some cases
impermissible. To select a venue and plan the conference, GSA employees conducted
two “scouting trips,” five off-site planning meetings, and a “dry run.” Six of these
planning events took place at the M Resort (the conference venue) itself. Travel
expenses' for conference planning totaled $100,405.37, and catering costs totaled over
$30,000. GSA spent money on refreshment breaks during the planning meetings, which
it had no authority to do, and the cost of catered meals at those meetings exceeded per
diem limits.

¢  GSA failed to follow contracting regulations in many of the procurements associated
with the WRC and wasted taxpayer dollars. GSA actions included:

o Disclosing a competitor’s proposal price to a favored contractor;

o Awarding a $58,000 contract to a large business in violation of small-business set-
asides;

o Promising the hotel an additional $41,480 in catering charges in exchange for the
“concession” of the hotel honoring the government’s lodging cost limit;

o Providing free rooms to a contractor’s employees even though the contract cost
included lodging; and

’ “Travel costs” or “travel expenses” as used in this report include per diem, lodging, and transportation costs.

1
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o Disclosing to the team-building contractor the agency’s maximum budget for one day
of training, then agreeing to pay the contractor that amount ($75,000).

* GSA incurred excessive and impermissible costs for food at the WRC. GSA spent
$146,527.05 on catered food and beverages during the WRC. That spending included
$5,600 for three semi-private catered in-room parties and $44 per person daily breakfasts.
GSA also paid $30,207.60 — or roughly $95 per person — for the closing reception and
dinner; attendees at that dinner included 27 guests of GSA employees and seven
contractor employees. GSA obtained repayment for guests” meals, but only for 23 of the
guests and not for the entire cost of the meal.

¢ GSA incurred impermissible and questionable miscellaneous expenses. These
expenses included mementos for attendees, purchases of clothing for GSA employees,
and tuxedo rentals.

¢ GSA’s approach to the conference indicates that minimizing expenses was not a
goal. The PBS Region 9 Commissioner/Acting Regional Administrator instructed those
planning the conference to make it “over the top™ and to make it bigger and better than
previous conferences. Several suggestions to minimize expenses were ignored.

GSA, in its management response, concurred with our recommendations and outlined the steps it
is taking to prevent future waste and abuse.
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SUMMARY OF INVESTIGATION

BACKGROUND

PBS Regions 7, 8, 9, and 10 (covering the western half of the United States) have held the WRC
since the early 1990s and now hold it every other year. The conference typically includes about
300 people, selected from the participating regions’ thousands of employees. The WRC’s
purpose has been described variously by different PBS officials as principally offering training in
job skills; an exchange of ideas between the “higher-ups” in the four regions; and a combination
of those things.

The 2010 WRC, which took place from October 25 through October 29,7 was hosted by Region
9. PBS chose “A Showcase of World-Class Talent” as its theme; the conference was to
“celebrate, share, and showcase the diverse professional and personal talents of GSA associates.”
GSA considered this theme a good match for the Las Vegas location, which, as GSA stated, has
long “been a destination for talented musicians, dancers, magicians and showmen” to “showcase
their talents to the international audience Las Vegas attracts.” GSA created an internal website
with information on the conference, including pictures and videos of conference events, which
was taken down on March 23, 2012.

The GSA Deputy Administrator requested that the OIG investigate allegations of possible
excessive expenditures and employee misconduct in connection with the 2010 WRC. The
allegations included concerns with the team-building exercise, donation of bicycles to charity,
and the costs of the conference. In reviewing these allegations, the OIG conducted interviews
and reviewed contract files, correspondence, invoices, and other documents related to the WRC.
On May 3, 2011, the OIG provided GSA management an interim presentation communicating
many concerns regarding the WRC. The M Resort provided the most recent set of documents on
January 13, 2012. Investigations are ongoing regarding a number of issues addressed in this
report.

EXCESSIVE SPENDING ON CONFERENCE PLANNING

GSA held eight scouting and off-site pre-conference meetings, costing over $130,000, to plan
this conference. Six were held at the conference site. Below we discuss the pre-conference
planning trips and their cost.

GSA published a notice of its planned procurement on February 2, 2009. The subsequent
conference planning meetings included the following:

March 09 Five GSA employees conducted a “scouting trip” to visit nine Las Vegas-
. area hotels.
March ’09 Fifteen GSA employees returned to visit two of the nine hotels again,

staying at the M Resort and the Ritz-Carlton.

% The morning of Monday, October 25, and all of Friday, October 29, were travel days.

3
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August 09 Seven GSA employees stayed at the M Resort for a planning meeting.
November 09 A second WRC planning meeting, attended by 11 GSA employees, was
held at the M Resort following Region 9’s leadership council meeting.

March ’10 Sixteen GSA employees stayed at the M Resort again for a planning
meeting.

June ’10 Nine GSA employees attended another planning meeting, this one at a
Marriott Hotel in Denver, Colorado.

August ’10 Twenty-one GSA employees attended a conference planning meeting at
the M Resort.

October *10 Thirty-one GSA employees traveled to the M Resort for a “dry run” of the
conference to be held later that month.

These off-site meetings cost the government over $130,000, including:
s Atotal of $100,405.37 in employee travel costs.

e Significant spending on catered food and beverages during the various pre-conference
trips to the M Resort, totaling over $30,000 for the scouting trip, four pre-planning
meetings, and dry run. These charges included $57.72 per head lunches ($44 for lunch
plus beverages and a 22% gratuity) and $48.80 breakfasts (340 plus a 22% gratuity).

o Other expenses, such as audio-visual services and printing costs.
IMPROPER CONTRACTING

GSA failed to follow contracting regulations in many of the procurements associated with the
WRC and wasted taxpayer funds. Below we discuss (1) the original solicitation and agreement
with the hotel, (2) the revised hotel agreement, (3) the contract to provide a team-building
exercise, and (4) the contract for audio-visual services.

Original Solicitation and Agreement with M Resort

On February 2, 2009, PBS posted on the Federal Business Opportunities website a combined
synopsis and solicitation for its proposed acquisition of hotel space for the WRC. The
solicitation sought proposals for single-occupancy sleeping rooms and meeting space during
three possible date ranges, the preferred range being October 25-28, 2010. It specified that a
*Cyber Café Room™ and a conference-style office for 20 people must be available from Sunday
through Friday, and that Monday through Thursday GSA required a conference room that would
hold 275-300 people. The solicitation also described food and beverage requirements, This
included a cash bar on Monday evening, a closing dinner on Thursday evening, breakfast and
“AM/PM Breaks” Tuesday through Thursday, and a lunch on Wednesday. The solicitation also
requested that offerors provide their price lists for food and “indicate discount off menu prices, if
applicable.” The acquisition was open to hotels in Las Vegas and the commuting area of
McCarran Airport with both sleeping rooms and meeting rooms, and which could offer lodging
rates “within prevailing Government per diem (currently $105.00/night).”

4
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Role of Location Solvers

Immediately after posting the solicitation on the Federal Business Opportunities site, a GSA
national event planner sent a copy of it to the sales representatives of national hotel chains and to
Location Solvers, a private company that assists organizational clients in finding venues for
conferences. Location Solvers then informed the M Resort and other independent Las Vegas
hotels about GSA’s interest in acquiring a conference facility.

In making its proposal, the M Resort contacted GSA through Location Solvers; Location Solvers
also assisted GSA in negotiating pricing and other terms of the agreements for the various trips
GSA employees made to the M Resort. In exchange for these services, Location Solvers
received a $12,601.50 commission from the M Resort. The M Resort’s willingness to pay over
$12,000 as a finder’s fee strongly indicates that further discounts might have been available to
GSA if GSA had contacted the hotel directly, rather than working through Location Solvers.
Since GSA already employs several full-time event planners, the use of Location Solvers seems
redundant and wasteful.

Original Agreement

GSA first entered an agreement with the M Resort on May 8, 2009. The agreement was signed
by a national event planner, who had a contracting officer’s warrant limited to $100,000. That
agreement did not comply with the Federal Acquisition Regulation. Weaknesses included the
following:

e That agreement required GSA to pay a $50,000 fee if the event were cancelled. That fee
increased to $200,000 (which is above the event planner’s warrant) if cancellation
occurred after May 1, 2011. Exclusive of lodging costs, which were to be paid by
individual employees, the original projected cost was $92,720; the final cost was
$153,975.60.

o The agreement was missing many clauses that statutes and regulations required to be
included in contracts with the federal government.

* Although the solicitation stated the government-approved lodging rate was subject to
change, the agreement set forth a nightly lodging rate of $105, without noting the
approved rate might change.’

Revised M Resort Agreement

One month before the conference itself, on September 21, 2010, a contracting officer with a $10
million warrant (rather than the event planner, who had a $100,000 warrant) signed a revised

* As discussed later, the government-approved lodging rate dropped to $93, which led to GSA making numerous
“concessions” to the hotel to obtain the fodging price reduction,

5
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agreement with the M Resort. That agreement stated that the standard commercial agreement
terms mandated by the Federal Acquisition Regulation took precedence over the M Resort’s own
standard terms and reduced the nightly rate to $93, because the federal rate ceiling had dropped
after GSA signed the initial agreement. Because regional officials did not inform the recently
assigned contracting officer that GSA had published a solicitation in February 2009, he prepared
a written justification for procuring facilities from the M Resort on a sole-source basis — without
advertisement or competition. He argued that it was “a very time sensitive procurement” and
that it would have been too costly “to review each and every site.” That a contracting officer
prepared a sole-source justification for a procurement that was in fact advertised is indicative of
the carelessness of GSA’s planning of the conference.’

Contract for Team-Building Exercise

GSA awarded a $75,000 contract to Most Valuable Performers (also known as Deltad) to
provide a morning team-building exercise during the conference, followed by an afternoon
bicycle-building project that would use the new teamwork skills. As part of the contract, the
vendor purchased the 24 bikes used for that project. That contract suffered from significant
irregularities:

s A GSA program director told the vendor that its initial offer of almost $125,000 was too
high. At the vendor’s request, the program director disclosed that GSA’s maximum
budget for one day of team-building training was $75,000. GSA then awarded the
contract at this price.

o The goal of the bicycle-building project was that employees would work together in an
act of service to those in need.” Therefore, GSA officials wanted participants to see the
bicycles donated to the children of the local Boys’ and Girls’ Club during the conference.
However, if the government acquires property, it may only dispose of that property
pursuant to the Federal Surplus Property Donation Program — created by GSA itself to
enable all federal agencies to comply with the Property Act. In order to avoid the
requirements of the Property Act, GSA specified that the bicycles would remain at all
times the property of the team-building provider. Even though GSA specified the
bicycles were the property of the provider, GSA selected the recipient of the bicycles
(from a list provided by the vendor); this action appears inconsistent with the assertion
that the vendor owned the bicycles.

* In addition, federal conferences may only be held at a hotel that is on FEMA’s list of Fire Safety Act-approved
accommodations, The M Resort is not. Although the solicitation posted on Federal Business Opportunities required
that the venue comply with this requirement, GSA’s eventual contract with the M Resort was silent on the subject.
This requirement may be waived, but we found no evidence of a waiver.

® One employee suggested that if GSA wished to indicate its commitment to service, employees should voluntarily
work on a service project after work hours rather than on the clock; this suggestion was ignored.

6
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Contract for Audio-Visual Services

GSA awarded Royal Productions a $58,808 contract® for audio-visual services. The flaws in this
procurement included the following:

« Prior to selecting a vendor for these services, GSA was required to publish a solicitation
on Federal Business Opportunities, but did not do s0.

e Federal regulation also provides that contracts in this dollar amount are “reserved
exclusively for small business concerns.” Royal Productions is not a small business for
purposes of this type of contract.

e GSA personnel provided the quote from the competing offeror for the audio-visual
contract to Royal Productions, enabling it to present a winning bid. Disclosing source
information is prohibited.

e GSA paid the housing expenses of Royal Productions employees twice. Royal
Productions’ contract included $1,962 for “technical crew housing,” comprised of $110
per night for three rooms at six nights each. However, GSA also provided the Royal
Productions crew with twenty room-nights (four rooms for five nights each) out of its
“comped” rooms. (The M Resort contract provided for one free room-night for each 50
paid room-nights.) Had GSA not provided these rooms to the Royal Productions
employees, it could have used them for GSA employees, reducing the cost by $1,860
(twenty room-nights at $93 each).

EXCESSIVE SPENDING ON FOOD

GSA expenditures on food, as provided for in the contract and in actuality, were excessive, and
in several cases, impermissible.

Contract Provisions Regarding Food

GSA’s original contract with the M Resort included a food and beverage minimum of $76,000,
exclusive of gratuity — which was set at 22%. However, in September of 2010, GSA contacted
the M Resort seeking a reduction of the nightly room rate to the new government rate of $93.
Recognizing that “this would in essence cost the hotel $16,800.00,” GSA offered the hotel
“concessions.” These included increasing the food and beverage minimum to $110,000
($134,200 with gratuity), which included adding a cocktail reception before the Thursday night

® This amount was later increased by $3,000.
" GSA took disciplinary action against an employee in connection with this failure.

7
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dinner and a catered breakfast on Friday morning. GSA also advised the hotel that “[ojur host!®!
is having a post function wrap up party in his loft suite after dinner Thursday bringing in
approximately $2K to the room service team.” As an additional concession, GSA said it would
attempt to book another event at the hotel in March 2011, noting that “GSA absolutely loves this
property” and “would gladly share any future leads with M Resort.”’

The government may not enter into contracts without determining that pricing is fair and
reasonable. A month before the conference, the contracting officer sent regional personnel an
email asking whether they had negotiated the food pricing, or determined that the prices were
fair and reasonable. He also noted that the breakfasts cost $34 or more, while employees’
allowances for breakfast are much lower ($12 for Las Vegas). The regional event planner
responded that GSA had simply accepted the hotel’s menu prices that any customer would have
paid, as “[wle used the . . . increase” in catering costs to “justify” the hotel honoring the
government lodging rate.

Rules Governing Food Expenditures

A brief summary of the rules governing food expenditures follows. As discussed below, many
of the GSA food expenditures violated these rules or were otherwise questionable.

o Federal employees traveling for work are paid for their lodging costs plus a fixed amount
for meals (“per diem”). In 2010, the meal and incidental expenses allowance for Las
Vegas was $71 per day. If the government provides employees with meals, they must
deduct a portion of this amount: $12 for breakfast, $18 for lunch, and $36 for dinner.
Employees attending the WRC were instructed beforehand to make these deductions for
the meals provided, and most of them did so.

¢ GSA policy states that if conference planners use a contract to purchase meals for
employees (rather than allowing employees to find their own meals), the contract pricing
may not exceed the regulatory limitations on meal expenses.

e Agencies may pay for meals or “light refreshments” for their employees if these are
necessary to achieve the objectives of a training program or an official conference.
Agencies may not pay for food (other than the set meal allowance for employees who are
traveling) at ““day-to-day’ meetings” that “involve discussions of the internal procedures
or operations of the agency.”

e Agencies also may pay for food for nonfederal employees at training, such as conference
speakers, when necessary to the effective accomplishment of the training function.

¥ Since the party on Thursday night occurred at the behest of the PBS Region 9 Commissioner/Acting Regional
Administrator, it appears the agency considered this employee to be the conference’s “host.”

? Favoring the M Resort in future government procurements would be improper; the agency's obligation is to
conduct all conference and acquisition planning so as to minimize costs and act in the best interest of the United
States.
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Agencies may pay for food for contractor employees who are traveling to perform their
duties, to the extent specified in their contracts.

Agencies may pay for food for agency employees at an award ceremony if this would
make the ceremony more effective. It is also permissible at an award ceremony to pay
for refreshments for a guest (for example, a spouse) of an employee who is receiving an
award.

Questionable Expenditures for Food

GSA spent $146,527.05 on catered food and beverages during the WRC itself. That amount
breaks down as follows:

Food and Beverage Catering Costs

Light Refreshments and Breakfast Buffets $ 79,511
In-Room Parties $ 5,600
Networking Reception $ 31,208
Cocktail Reception and Award Dinner $ 30,208
TOTAL $146,527

Specific questionable expenditures included the following:

The “networking reception” on the conference’s first evening included 400 pieces of
$4.75 *“Petit Beef Wellington,” 400 “Mini Monte Cristo Sandwiches” at $5.00 each,
1,000 sushi rolls for $7.00 apiece, 150 units of a $19 per person “American Artisanal
Cheese Display,” and 225 units of a $16 per person “Pasta Reception Station.” Also
during that reception, GSA paid $525 for two hours of “bartender service fees” for a cash
bar;lO the total cost of the reception was $31,208. We understand commemorative coins
were presented at that reception. We do not believe this expense can be justified as either
an award ceremony or light refreshments, based either on the nature of the event or the
amount spent — over $100 per person.

Meal expenses exceeded per diem limits. For example, GSA provided breakfast for the
WRC’s three mornings at a cost of $44 per person, or $32 per person per day more than it
would have spent had it simply allowed employees to purchase their own breakfasts and
claim the travel allowance set by regulation — a cost of $29,568 over the per diem
allowance for breakfasts at the WRC.'" As another example, the total cost for the closing

' There is no evidence that GSA paid for any alcoholic beverages during the WRC. Alcohol was apparently
purchased with personal funds, and is not included in this report.

' Twenty-five employees who worked on planning the conference received a $48.80 catered breakfast the morning
after the conference’s concluding dinner, representing an additional $920 in cost over the individual employees’
meal allowances.
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dinner was $73.20 per person — $37.20 more than the allotted per diem. Moreover, as
discussed above, a month before the conference GSA added a cocktail reception before
the closing dinner as a “concession” to offset the reduction in the nightly lodging rate.
That reception included 300 shrimp at $4.00 each, and 300 items of $5.00 “Boursin
Scalloped Potato with Barolo Wine Braised Short Ribs.” The total food bill for the
evening’s events was $30,207.60 (or $95 per person based on 318 attendees), which,
again, included $525 in bartender service fees for a cash bar. This made the total cost
$59 per person more than the employee travel allowance for dinner, a total of $18,760
over the per diem allowance. 2

o GSA impermissibly purchased food for non-employees. Examples include the following.
A total of 299 GSA employees attended the conference but GSA purchased the dinner on
the final day of the conference for 318 people. The list of attendees GSA prepared
included 27 personal guests and seven of the agency’s embedded contractor employees in
addition to 284 GSA employees. Twenty-three GSA employees paid $60 apiece for the
dinners of their personal guests, This figure did not include the 22% gratuity added to
each meal, however (a total of $303.60 for the 23 guests). Moreover, GSA paid the M
Resort for meals for guests who were expected to attend but canceled before the event,
but did not charge employees for those guests. The seven embedded contractor
employees did not pay for their dinners. Relatives, who were not employees, also ate
agency-provided meals throughout the conference. We question whether the meals
purchased for personal guests and contractor employees were permissible.

* GSA officials also hosted several semi-private “parties” in their own hotel rooms or
suites, which were catered at taxpayer expense. On the evening before the conference
officially began, two regional officials hosted a party in an upgraded room. Catering for
the event totaled $922.90. The stated purpose of the event was for those organizing the
conference (who had arrived a day carly) to become acquainted with one another. Two
nights later, the PBS Commissioner hosted an essentially celebratory party in his loft
suite for GSA senior officials, at a cost of $1,960." Neither of these parties fit any legal
authority for GSA to spend funds on food.

e On the last night of the conference, after the closing dinner, the PBS Region 9
Commissioner/Acting Regional Administrator hosted a third party, in the empty loft suite
vacated by the PBS Commissioner, who had already departed. GSA had retained the suite

2 The M Resort did not charge the agency a room rental fee for conference space, either at the pre-planning
meetings or at the WRC itself. Thus, the catering costs to some extent compensate for usage of the facility as well.
However, one must also consider that during the WRC itself, the conference occupied 314 of the hotel’s 390 rooms,
making the agency the only likely user of the meeting space. Moreover, less expensive breakfast and refreshment
options were available. Agency policy states that if hotels offer “packaged” costs (as here, for meeting space and
catering), the agency must still obtain “a total cost for subsistence [i.e., food] items,” so the agency can determine
“that the maximum per diem rates have not been exceeded.” That did not occur here.

2 As noted previously, these amounts do not include any alcoholic beverages, which were purchased with personal
funds.
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for use as a “hospitality suite.”" This party cost $2,717.09. Conference organizers and
regional “ambassadors” were invited; regional officials played a slide show of the
conference, and the ambassadors received awards and “souvenir books.” While
purchasing food for award ceremonies is authorized, the event’s qualification as an award
ceremony is weak, at best.

e Because the pre-conference meetings were for planning, not training, GSA was not
authorized to pay for the refreshment breaks at these meetings. As with the conference
itself, meal charges exceeded the traveling employees’ meal allowances. 15

OTHER IMPERMISSIBLE AND QUESTIONABLE EXPENSES

GSA made various impermissible and questionable expenditures unrelated to food, including
improperly purchasing mementos for conference attendees.

* GSA policy provides that agency funds “are not available to purchase memento items for
distribution to conference attendees as a remembrance of an event.” Contrary to this

policy:

o At the closing-night dinner, all participants received a “yearbook” containing pictures
of all those attending the conference, taken when they checked into the hotel. GSA
also printed souvenir books for the regional ambassadors. These costs totaled $8,130.

o GSA purchased numerous other items for distribution to conference participants.
Canteens and carabiners cost $2,781.50, and shirts for all conference participants for
the team-building activity were $3,749.40.

" GSA selected this suite as one of its “comped” rooms. An internal GSA email to the PBS Region 9
Commissioner/Acting Regional Administrator noted the options of giving the room to a GSA Associate
Administrator who was checking in on the same day the PBS Commissioner checked out, or keeping it “as a
‘hospitality” suite (where you can have your party Thursday night).”

'* Additional questionable expenses included such items as two birthday cakes, one for $120 and one for $50, for
pre-conference planning aftendees and an ice cream station costing $292.80 for 24 children brought in by the Boys’
and Girls’ Club to receive the bicycles GSA employees had assembled.

11
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o GSA spent $6,325 on commemorative coins “rewarding™ all conference participants
(as well as all regional employees who did not attend the conference) for their work
on Recovery Act projects, along with velvet boxes to hold the coins. These did not
qualify as permissible awards because the coins’ design, which appears below, shows
that they were intended to be mementos of the WRC.

*  GSA spent $1,840 for vests for the 19 “regional ambassadors” and other employees, and
$393.90 for the rental of tuxedos worn by three employees who acted as masters of
ceremonies at the awards dinnet.

INDIVIDUAL IMPERMISSIBLE AND QUESTIONABLE ACTIONS

GSA employees may not solicit or accept gifts from any entity doing business with the agency,
or use their positions to induce another person to provide any benefit, financial or otherwise, to
themselves or their friends or relatives. Numerous employee actions may have violated these
prohibitions, including the following:

e Before the original M Resort site visit in March of 2009, Location Solvers emailed the
hotel to relate that an agency employee would be staying at the hotel on the night before
the travel days for the scouting trip, and therefore was not entitled to the government rate
or a complimentary free night. Thus, Location Solvers stated, the employee “needs a
friend of a friend of the owner rate. (wink).”

* During the second trip in March of 2009, a different employee stayed in a flat suite — with
a connecting room for her sister and niece, apparently offered at a discount by the hotel,
which was then working to secure the eventual contract to host the WRC.

o At the behest of the spouse of a senior PBS official, a GSA event planner asked for and
the hotel provided an adjoining room during the WRC, at the $93 government rate, for
the spouse’s relatives. Neither the spouse nor the spouse’s relatives were agency
employees or participants in the conference.

12

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00065 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.035



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

62

e During the WRC, a GSA event planner contacted the M Resort’s catering and conference
services manager and said that she “cannot live without” a $98 purse from the hotel’s gift
shop, asking whether the manager received a discount and “if so, will you help me?” The
manager responded, “I can give you a $30 comp,” which was promptly accepted.

GSA’S OVER THE TOP APPROACH TO THE CONFERENCE

Federal regulations on conference planning emphasize cost reduction, stating conference
planners “must minimize all conference costs,” use government-owned conference facilities as
much as possible, and take into account “all direct and indirect conference costs.” The evidence
the OIG developed, however, showed the goal was not to minimize costs, but to be “over the
top.” That evidence included the following:

e The PBS Region 9 Commissioner/Acting Regional Administrator instructed those
planning the conference to make it “over the top,” bigger and better than previous
conferences. Several suggestions by regional employees that costs be reined in were
ignored.

¢ In planning meetings, GSA personnel discussed that the theme was intended to showcase
the business talent of the regional offices, but the emphasis was to be split between
business talent and “theatrical talent.” Thus, the “Capstone Dinner” on the last evening
of the conference was to have a “red carpet” and “lighthearted awards,” having “more to
do with contribution at the conference” than job performance. Employees were told that
the “award” ceremony was necessary so that federal funds could be spent for food;
several employees indicated this has become something of a running joke in the region. 16

e The in-room “party” on the evening of the closing dinner was hosted by the PBS Region
9 Commissioner/Acting Regional Administrator. A relative of the host worked closely
with the agency’s regional event planner on the food items selected for that party.
Among other things, the employee’s relative, who is not a GSA employee and yet “co-
hosted” the party, contacted the event planner to add more food items, commenting,
“Knowing we have a bit more money in the budget helps.” The event planner acquiesced
and ordered additional food, increasing costs to $2,717.09 at the government’s expense.

s During scouting trips, GSA “VIPs” were shown upgraded suites that they received as a
perk for GSA contracting with the M Resort for the 2010 WRC. Loft suites have 2,400
square feet of space, two stories, multiple HD televisions and wet bars, and a going rate

' The agenda on the last day included a “Cocktail Reception” at 4:00 pm, a “Red Carpet Show” at 5:30, a “Talent
Award Showcase” at 5:50, and dinner with a speaker at 6:20. The only “awards” given during these events were
presented during the Talent Award Showcase. There were four non-monetary awards given at that ceremony for
musical performances, one for each region. The proper purpose of an awards ceremony is to give out awards
recognizing significant contributions to the efficiency and effectiveness of government operations, rather than
holding an event and giving out awards as an ancillary purpose to justify food. We do not believe the expenditures
at the reception or dinner can be explained as incident to an awards ceremony.

13
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of $1,179 per night. Flat suites have 1,440 square feet and cost $449-$599 per night.
The contract between GSA and the M Resort provided that GSA could have two loft
suites for five nights each at the government rate for hotel rooms; GSA used all but one
of those nights. GSA also received six flat suites for five nights each at the government
room rate, and used 25 of those room-nights. The value of the discount that the M Resort
offered GSA for these 40 nights was $21,540.

CONCLUSION

The excessive pre-conference planning, catering, and other costs, as well as the luxury
accommodations and overall approach, show that GSA’s planning and expenditures for the 2010
WRC were incompatible with its obligation to be a responsible steward of the public’s money.
As the agency Congress has entrusted with developing the rules followed by other federal
agencies for conferences, GSA has a special responsibility to set an example, and that did not
occur here.
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RECOMMENDATIONS

The GSA Administrator should take appropriate action to:

Ensure expenditures at all future conferences comply with all applicable regulations and
policies, including that costs be minimized and Executive Order 13589 on Promoting
Efficient Spending, which was issued after the date of this conference; these steps should
include:

o Minimize planning expenses for all future conferences;

o Ensure food expenditures comply with applicable regulations and are necessary and
appropriate;

o Do not spend GSA money on mementos; and

o Eliminate extraneous and unnecessary expenses such as vests and tuxedo rentals.

Ensure events are not improperly designated as award ceremonies in order to justify the
purchase of food.

Ensure all regulations are followed in procurements associated with conferences,
including:

o Do not share proposals with competitors;

o Follow small business set-aside requirements;

o Ensure contracts adequately protect the government’s interests and include all
required clauses;

o Obtain fair and reasonable pricing on all costs;

o Ensure the contracting officer has an adequate warrant and all relevant information;

o Do not provide benefits to contractors outside the scope of the contract, including free
rooms when those costs are included in the contract;

o Do not request personal benefits from conference contractors.

Determine whether GSA can recover funds from Royal Productions based on GSA
including the cost of rooms in the contract price and subsequently providing the rooms

for free.

Determine whether GSA can recover funds improperly paid, such as for meals for non-
employees.

Hold senior GSA officials responsible for excessive spending at conferences.

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00068 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.038



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

65

MANAGEMENT RESPONSE

GSA, in its management response, concurred with our recommendations and outlined the steps it
is taking to prevent future waste and abuse. GSA’s response is contained in the Appendix.

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00069 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.039



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

66

A
G S"\ The Administrator

April 2, 2012

MEMORANDUM FOR BRIAN D. MILLER
INSPECTOR GENERAL (J)

FROM: MARTHA JOHNSON /W«JVW
ADMINISTRATOR (A)

SUBJECT: Response to the “February 12, 2012
Draft Management Deficiency Report
Public Buildings Service”

Thank you for your response to our request for a review of possible excessive
expenditures and employee misconduct in connection with the 2010 Western Regions
Conference (WRC). | appreciate the thoroughness of the Draft Management Deficiency
Report and your review of this matter. | concur with all of the recommendations in your
Report. | find the information in your Report to be very troubling as it outlines potential
violations of federal procurement laws and agency policy. The excessive spending and
other misconduct described in the report would be absolutely unacceptable under any
circumstances. But it is especially egregious at a time when the fiscal constraints facing
our nation demand that every dollar deliver the greatest value to the American taxpayer.
Such misconduct will not be tolerated at GSA,

| am committed to eliminating excessive spending, promoting efficiency and ensuring
strict compliance with GSA policies and federal regulations, The Agency has internal
controls and extensive guidance in place that addresses excessive spending and what
constitutes serious misconduct. However, we recognize in this situation that the internal
controls were not adhered to, and the guidance was not followed. In order to ensure
this situation does not occur again, | have taken proactive steps to implement tighter
internal controls over conferences, finances, and procurements in order to eliminate
waste and improper or unnecessary expenditures. In addition, we are taking
appropriate disciplinary actions where warranted.

While this document outiines only those steps that address the recommendations made

in your report, GSA will be taking a number of other decisive actions to address broader
issues related to other conferences, overall risk management and internal controls, and

o 1G A

1275 First Street, NE
Washington, DC 20417
Telephone: (202) 501-0800
Fax: (202) 219-1243
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Appendix

2.

employee ethics. In response to your specific recommendations, the Agency is taking
the following direct actions:

IG Recommendation: Ensure expenditures at all future conferences comply with all
applicable regulations and policies, including that costs be minimized. Additionally,
ensure that conferences are in accordance with steps and recommendations identified
in Executive Order 13589 on Promoting Efficient Spending.

GSA Action: On August 9, 2011, | established the Office of Administrative Services
(OAS) in order to provide greater oversight and accountability for all administrative
functions within the agency. In light of your report, | am accelerating and escalating
changes that were already planned for this year. Effective immediately, functions that
will be performed by the Chief Administrative Services Officer will include:

» Oversight of contracting for conference space, related activities, and amenities;

+ Review and approval of proposed conferences for relation to GSA mission;

» Review and approval of any awards ceremonies where food is provided by the
Federal government;
Review and approval of conference budgets as well as changes to the budget;
Oversight and coordination with GSA conference/event planners and contracting
officers on conference planning; and,

« Review of travel and accommodations related to conference planning and
execution.

« Handling of procurement for all internal GSA conferences

This is effective immediately and written notice will be sent to GSA Heads of Services
and Staff Offices and Regional Administrators informing them of these changes.

The Office of Acquisition Policy, the Office of the General Counsel and the Office of
Administrative Services will develop mandatory annual training for all employees
regarding conference planning and attendance.

These changes are consistent with the OAS's broad range of functional responsibilities
that are primarily focused on internal GSA administrative policies, programs and
operations. The OAS's mission is to ensure GSA runs as cost-effectively and efficiently
as possible by developing and implementing policy and operational programs, including
but not limited to, Personal Property (Internal) Accountability, Internal GSA
Procurement, and GSA’s Travel Program.

IG Recommendation: Hold senior GSA officials responsible for excessive spending at
conferences.

GSA Action: | have directed the GSA Region 9 Regional Administrator to perform a
thorough review of the conduct of the Regional Commissioner for the Public Buildings
Service in Region 9 with respect to the 2010 WRC. The Agency will take any
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Appendix

3-

disciplinary action that may be warranted based on the resuits of the review. The
- has been placed on administrative leave until
further notice pending the outcome of the review.

| have made a decision to take disciplinary action against several senior management
officials. This can include a range of disciplinary actions, up to and including
suspensions or removals. Further, | have directed the appropriate senior management
officials to vigorously review the matters raised in your report and determine if additional
policy and organizational changes are necessary, and if additional disciplinary actions
are warranted against other senior officials and employees.

In addition to the above, | am taking the following steps:

« Directing PBS to cancel all future Western Regions Conferences;

¢ Réducing PBS travel budgets for FY 2013 in Regions 7, 8, 8 and 10;

« Shifting reporting and oversight of all Regional PBS budgets to the Central Office
PBS; and

« Directing the GSA Chief Financial Officer and Senior Procurement Executive to
review contracts and expenses not only associated with the WRC, but also all
conferences currently in the planning phase, but also alf conferences currently in
the planning phase.

IG Recommendation: Ensure events are not improperly designated as award
ceremonies in order to justify the purchase of food.

GSA Action: The Chief Administrative Services Officer will review and approve any
awards ceremonies where food is provided by the Federal government. This topic will
be covered in mandatory training for supervisors and managers.

I1G Recommendation: Ensure all regulations are followed in procurements associated
with conferences, including the ones identified in the recommendations.

GSA Action: | have directed the GSA Office of Acquisition Policy to ensure that the
proper training courses are mandatory for contracting officers and event planners who
are tasked with conference planning, contracting and execution. Training will be annual
and mandatory. Unannounced and random Procurement Management Reviews, under
the direction of the Senior Procurement Executive, will be conducted at least quarterly.

IG Recommendation: Determine whether GSA can recover funds from Royal
Productions based on GSA including the cost of rooms in the contract price and
subsequently providing rooms for free as well as, determine whether GSA can recover
funds improperly paid, such as for meals for non-employees.
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-4
GSA Action: | have directed the GSA Senior Procurement Executive to explore all

opportunities for funds recovery in this matter and take appropriate actions.

I appreciate your attention to this matter and will continue to work closely with the Office
of Inspector General until it is resolved.
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HON JOHNSON Lo sy

APFROPRIATIONS
BUDGET

WASHINGTON, DE 20510 AGNG

April 30,2012

Acting Administrator Dan Tangherlini
U.S. General Services Agency

GSA Office of the Administrator
1800 F Street, NW

Washington, DC 20405

Trear Administrator Tangherlini:

As a result of the Energy Independence and Security Act-of 2007, the General Services
Administration (GSA) has adopted the standards of the U.S. Green Building Council’s (USGBC)
LEED program to meet our federal government’s ambitious energy efficiency standards. Iam
deeply concerned over changes that have been proposed in the LEED 2012 initiative and the
resulting potential for significant job losses and increased building costs at a time when my
constituents can least afford it

The proposed LEERD 2012 rating system is a significant departure from the previous version of
the green building rating system. These changes will undermine the geal of improving energy
efficiency by eliminating the use of dozens of approved materials and hundreds of proven
products, all while driving up building costs to the taxpayer and threatening employment inmy
district. USGBC is planning to create two “Materials-and Resources™ (MR) credits under LEED
2012: one for “disclosure of chemicals of concern™ and one for “avoidance of chemicals of
concern.” In addition to listing specific products, the credits would also affect over 900
substances - many of which are key to helping building products achieve energy efficiency.

These proposed credits could adversely impact the primary goals of the program by biasing the
marketplace against products that play an essential role in enhancing energy efficiency, such as
plastic foam insulation, Moreover, USGBC has not done even a preliminary analysis of whether
alternative materials would be able to perform as well, providing no evidence that avoiding
existing materials will result in improved energy efficiency.

Alarmingly, LEED 2012 targets products that create jobs for hard working people in Wisconsin,
If adopted, LEED 2012 could have a direct, negative impact on over 2,100 jobs of my
constituents.

LEED 2012 not only threatens Wisconsin jobs, it will almost certainly cost all taxpayers money,
These proposed chemical restrictions could arbitrarily affect many cnergy-efficient construction
products, such as insulation, roofing, wiring and energy cfficient windows. These restrictions

ey
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will put a further strain on already tight federal budgets for building and infrastructure, energy
costs, and economic development in the building sector that is struggling to rebound.

If USGBC does not reconsider its anti-chemical proposals in LEED 2012, 1 respectfully request
that GSA stop using the LEED rating system. As the largest federal government agency that has
adopted LEED, GSA’s adherence to LEED 2012 would amount to a federal government sanction
of unscientific quasi-regulation. The imprimatur of the federal government should not be
awarded to a program that could threaten jobs, waste taxpayer dollars and even reduce the energy
efficiency it is meant to achieve,

Thank you for your consideration of this important matter. [ look forward 1o your response.

'lrf’/\/ﬂ{}’ff\»_. ..... g

Ron ‘fc')}u’pson
U nitéd ;ﬁftates Senator
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Linited States Senate

COMMITTEE ON
HOMELAND SECURITY AND GOVERNMENTAL AFFAIRS

WASHINGTON, DC 20510-8250

May 10, 2012

The Honorable Brian Miller
Inspector General

General Services Administration
1800 F Street, NW

Washington, D.C. 20405

Dear Inspector General Miller:

We appreciate your service to the taxpayers in uncovering the waste, abuse, and potential fraud
associated with the 2010 Western Regions Conference (WRC) of the Public Building Service (PBS).
Your investigation will help deter similar abuses in the General Services Administration (GSA) and will
send a warning shot across the government that reckless and illegal spending of taxpayer dollars will not
be tolerated.

We understand the WRC investigation has already prompted hotline tips related to spending
across GSA that you are investigating. In an effort to ensure effective oversight by our Committee, we
request that you provide us regular updates on the status of these continuing investigations.

Based on our review of the documents you provided to our Committee related to the
investigation of the WRC, we are also writing to suggest areas in which additional work by your office
would provide a better understanding of whether breakdowns in fiscal discipline within GSA are limited
10 certain regional offices, or whether there is a broader management crisis at GSA. In addition, we
have provided our views on other information from you that would be helpful to our oversight of GSA.

First, we recommend that your office conduct a review of other GSA conference and travel
expenscs. We ask that you begin by examining other contracts for conferences held by the regional
offices, as well as invoices submitted pursuant to those contracts. Should your initial review find any
other extravagant or potentialty illegal spending on conferences, or any suspicious travel expenses —
including unusually long trips and large expenses claimed for travel in an employee’s local area — we
ask that you conduct a full investigation as you did with the WRC, and let us know of your findings.

Second, given our Committee’s oversight of federal procurement, we were particularly alarmed
by the numerous violations of contracting regulations in the procurements related to the 2010 WRC. As
the agency responsible for promoting efficient contacting practices throughout the government, GSA
should set the standard for excellence in contracting. Instead, as your report on the WRC showed, GSA
officials repeatedly refused to seek multiple bids for contracts and engaged in other unethical and illegal
behavior. As a result, they failed to obtain fair and reasonable prices for the government. Therefore, we
recommend that you examine a representative sampling of other contracts supporting the activities of
GSA’s regional offices to determine the frequency with which they violate procurement regulations.
Such a sampling would help determine the need for additional audits of particular regions or
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programmatic activities. Furthermore, both GSA and Congress would benefit from your examination of,
and recommendations on how to improve, GSA’s recruitment, certification, and training of contract
officers,

-Third, we continue to have concerns that, far too frequently, some employees use government
purchase cards for illegal purposes. The misuse of purchase cards has long been a concern of our
Committee, and as GSA is the agency that administers the purchase card program for the federal
government, the use by GSA employees of government charge cards for personal benefit is particularly
galling. As you know, the Deputy PBS Commissioner for Region 9, Daniel Voll, pleaded guilty in April
2010 for embezzlement through fraudulent use of his government purchase card for personal use on
perks such as luxury hotels, dining, and spas. Remarkably, his conviction failed to trigger adequate
oversight of Region 9 by GSA headquarters, We question, therefore, whether GSA has sufficiently
rigorous internal controls on purchase card procurements. We recommend that you conduct additional
audits and investigations of purchase card use throughout GSA as soon as possible.

Fourth, we are also interested in your views on specific improvements that could be made to
improve GSA’s internal oversight of its funds. Allegations related to the WRC came to your attention
through a request by the Deputy Administrator of GSA to investigate based on information she received.
Unfortunately, we fear that absent this specific request, your office, Congress, and the public would
have remained unaware of this scandal. Are there changes to the organizational structure, investigative
techniques, or audit protocols of your office that would have triggered earlier detection of the waste and
abuse of taxpayer money in the WRC case? Do you have recommendations on GSA's organizational
structure or its internal controls that would deter such waste and abuse?

Fifth, we ask that you keep us apprised of the status of your recommendations to GSA
management stemming from the WRC investigation and let us know whether GSA implements
meaningful and effective changes.

We recognize that you have ongoing investigations and audits related to many of the specific
areas of oversight that we have outlined here. Consequently, as mentioned earlier, we ask that you keep
our staffs informed of such work and also meet with our staffs regularly to discuss possible additional
work,

Again, we thank you for your report on the WRC and all your efforts to expose waste, fraud, and
abuse within GSA.

Sincerely,
Joseph I, Lieberman Susan M. Collins
Chairman Ranking Member
2
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U.S. GENERAL SERVICES ADMINISTRATION
Office of Inspector General

May 30, 2012

Chairman Joseph Lieberman &

Ranking Member Susan Collins

Committee on Homeland Security and Government A ffairs
U.8. Senate

Washington, DC 20510

Dear Senators Lieberman and Collins:

1 am in receipt of your letter of May 10, 2012, which requests continued updates on matters that have
surfaced since the release of our Management Deficiency Report on the 2010 Western Regions
Conference (WRC). We appreciate the Committee’s solution-based approach to oversight of the General
Services Administration (GSA), its continued support of our office, and your words of commendation. On
multiple occasions since the release of our report, my office has met with the Committee staff to discuss
ongoing oversight activities, and we will continue to brief your staff on further developments.

Your letter asks that my office 1) conduct a review of other GSA conferences and travel expenses; 2)
examine a representative sampling of other contracts supporting the activities of GSA’s regional offices to
determine the frequency of procurement violations; 3) conduct additional audits and investigations into
purchase card use throughout GSA; 4) recommend changes to the organizational structures of both the
Agency and my office to trigger earlier detection of similar incidents of waste and abuse; and $) keep the
Committee apprised of the status of my office’s recommendations to GSA that stem from the on-going
2010 WRC investigation. My reply addresses each of these areas sequentially.

Conferences

Our management deficiency report on the 2010 WRC triggered additional investigations into other
conferences held by Region 9 and by the Agency at large. These investigations are ongoing. In addition,
the Agency provided my office with a list of conferences with dates, number of attendees, and associated
costs. Our Office of Audits selected all reported conferences for the period starting October 2010 through
April 2012. We limited the conferences of interest to those with 25 or more attendees and filtered out any
with total costs, including travel, of less than $10,000. The result was a list of 59 conferences with a total
reported cost of about $5.8 million. We calculated and compared reported conference cost per attendee,
excluding travel, for each conference and grouped the results into three risk bands. The highest risk was
defined as a cost per aftendee that was more than 2.5 times the overall mean ($151 per attendee) for the
entire group of 59 conferences. Topping that group was the 2010 WRC, with a cost of $1,250 per
attendee. The next highest reported conference cost was $493 per attendee. In total, five conferences
rated as high risk, 19 as medium risk, 32 as low risk (less than 1.25 times the overall mean), and three
were unrated with no attendee counts provided.

In general, the cost per attendee data analysis paints the 2010 WRC as excessive among GSA
conferences. To further validate these results, we will have to conduct substantial survey work. Our next
step will be data collection for a sample derived from our analysis. If the cost variance is found to be
excessive, we will undertake additional review and analysis.

1800 F Street, NW, Washington, DC 20405-0002

Federal Recycling Program r‘ Printed on Recycled Paper
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Contracts

Regarding the contracts awarded by GSA's Public Buildings Service (PBS) regional offices, my office has
reviewed contracts that GSA regional offices awarded as part of GSA’s implementation of the American
Recovery and Reinvestment Act of 2009 (Recovery Act). We found that PBS in several cases violated
the competition requirements of the Competition in Contracting Act, as well as other procurement
requirements of the Federal Acquisition Regulation. As a result, there is no assurance that all of these
contracts, some of which exceed $100 million, have been awarded at a fair and reasonable price. In light
of these procurement issues, we will continue to audit and examine PBS regional contracts in an effort to
prevent and detect fraud, waste, and abuse within GSA.

As for the regional contracts in the GSA’s Federal Acquisition Service (FAS), we performed a number of
audits of the regional Client Support Centers (CSCs). We found that opportunities exist to improve
adherence to procurement regulations. We are in the final stages of auditing the Region 9
telecommunications service contracts. A similar review will be performed in Region 5 during fiscal year
(FY) 2013, In addition, we continue to conduct contract and internal audits of the Multiple Award
Schedules program. This is a national program which, at the end of FY 2011, consisted of over 19,600
contracts with sales of $39 billion. We will continue to keep the Committee apprised of any emerging
trends of contract irregularities that we observe in our audits.

Purchase Cards

Inappropriate use of GSA’s travel, purchase, and fleet charge cards, as well as effective internal controls
over the GSA SmartPay® program have long been of concern to the OIG. The Office of Audits
completed a 2009 audit' of GSA’s purchase card program identifying inadequate controls over the
purchase card application and the maintenance and account closure processes, an absence of policy
regarding the span of controls for approving officials and cardholders, insufficient documentation of
purchase approvals, and improper use of purchase cards. The audit report included four recommendations,
directed to the GSA Office of the Chief Financial Officer, to ensure a more efficient and effective
program. In addition, our Office of Forensic Auditing has conducted targeted reviews of purchase card
transactions in GSA Regions 4, 5, 9 and 10, resuiting in referrals of numerous suspicious transactions to
the Office of Investigations for further investigation. Additionally, my Office of Investigations has an
ongoing initiative with the GSA Fleet Fraud Prevention team that emphasizes early detection and
prevention of fraudulent use of flect charge cards. This fiscal year to date, the Office of Investigations
has initiated 46 fleet credit card investigations and five purchase card investigations. Through forfeitures,
restitutions, fines, seizures, recoveries, and penalties, the Office of Investigations has recovered over $1.9
million in government charge card cases since 2009. We will continue to provide oversight of charge card
transactions, monitor program policies and procedures, and conduct targeted audits and investigations of
high-risk questionable purchasing activities across the GSA Smart Pay® charge card program.

We note that the transactional data on the government purchase card items for the 2010 WRC did not
raise red flags on the surface. In fact, most items could be deemed legitimate purchases and did not
indicate wrongdoing. Only when extrapolated with other 2010 WRC conference costs did it become
evident that some of the items purchased were for the 2010 WRC.

Early Prevention

Your letter mentions that, absent the Deputy Administrator’s tip on the 2010 WRC, our office would not
have investigated the conference. It is important to note how OIG investigations are typically initiated.
While some of our investigations are generated by audit findings or are proactive, a significant number of

" May 11, 2009. Report Number A080090/B/F/F09006.
2
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them come to us as Hotline complaints or tips. As such, whistieblowers are often necessary to trigger
investigations, In that regard, investigations are somewhat akin to fire departments; firefighters cannot
predict when and where each fire will occur and must rely on calls as the catalysts for responsive action.
The same is true for investigations. Regarding the 2010 WRC, our Office of Investigations received no
complaints leading up to or directly following its occurrence. Our investigation revealed that the absence
of whistleblowers concerning Region 9 conferences had much to do with the atmosphere of intimidation
that allegedly existed there, Since the 2010 WRC report’s release, we have seen a considerable increase of
Hotline tips. Our special agents continue to conduct Integrity Awareness Briefings for GSA employees
nationwide to reinforce employees’ valuable roles as the first line of defense against fraud, abuse, and
mismanagement.

Furthermore, OIGs’ audits and investigations are structured to reflect the programmatic functions of the
Agency they oversee. As a result, the GSA OIG’s offices of audits and investigations are structured to
focus on high dollar contracts and federal buildings. We focus our resources on audits and investigations
that can yield significant monetary recoveries to the United States. For instance, our investigation into
Oracle generated a $199.5 million settlement to resolve allegations that Oracle knowingly failed to
comply with the price reduction clause of its GSA contract by not disclosing to GSA discounts Oracle
gave to its commercial customers. To date, this is the largest False Claims Act settlement that the GSA
OIG has ever obtained. In fact, since 2005, our audits and investigations have achieved over $6.5 billion
in savings to the taxpayers. Additionally, GAO found in a 2008 report that the GSA OIG has an average
return of $19 per dollar budgeted.’

The absence of Agency financial control and top-down accountability allowed the 2010 WRC
expenditures to occur unchecked. As I stated in my testimony before the Senate Committee on
Environment and Public Works (enclosed), systemic changes can be put into place at GSA to eliminate
opportunities for excessive, impermissible, and unchecked spending in the future. I have proposed, among
other things, that the GSA Office of the Chief Financial Officer (CFO) be centralized to ensure that the
CFO has direct authority over all regional and service budget offices as well as visibility into all Agency
budgeting, down to the dollar level. Acting Administrator Dan Tangherlini has stated his intentions to
pursue these reforms. I look forward to working with the Agency and the Committee to assess these and
other reforms once they are implemented.

Recommendations

My staff will keep you apprised of the status of our recommendations to GSA management stemming
from the 2010 WRC, and we plan to meet regularly with your staffs to inform them of our progress on
these aforementioned and other oversight activities.

Again, | thank the Committee for its substantive approach to our oversight activities and for your
continued support of our oversight efforts. Please call my office at 202-501-0450 or Jen Riedinger of my
staff at 202-501-4634 if we can answer any questions.

Sincerely,

o

Brian D, Miller
Inspector General
Enclosure

* “Inspectors General: Actions Needed to Improve Audit Coverage of NASA.” GAQ Report 09-88 2008 (p. 33).
3

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00080 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.050



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

77

Enclosure

Testimony of 1G Brian Miller
Addendum on Agency Improvements

To build on a familiar GSA theme as emphasized by previous Administrators, the agency needs
to become “One GSA.” One GSA, with top to bottom control and accountability should replace
a system of diffused "matrix" management that has led to fiefdoms and feudal kingdoms. No
Administrator should have to plead ignorance or weakness when the public trust is being abused.
If the agency's senior leaders are going to be held accountable for the work of the agency -- and
they will be as recent events show -- leadership must have the authority and tools for carrying
out their responsibility. As it is, with senior regional leadership having two supervisors,
accountability becomes divided and diffused. The supervisory matrix really becomes a sieve
through which oversight is lost.

This is the problem with a weak CFO structure. One GSA accountable to the Administrator, as
the WRC failures attest, also requires One CFO. When financial responsibilities are so dispersed
they fall beyond the control of the CFO, there is no CFO -- and the Administrator is deprived of
one of an agency head's lead reins to control spending and provide leadership over agency
programs.

A theme of a unified GSA leads to a unified CFO and a unified C10. Diffused information
systems lead to redundancies, cost, and barriers that are inimical to the concept of accountability
and transparency.

(1) Centralize program and budget management.

+ The GSA's Chief Financial Officer’s testimony before the Subcommittee on Economic
Development, Public Buildings and Emergency Management of the House Committee on
Transportation and Infrastructure indicated that the CFO is essentially a figurehead.

» The CFO should have direct authority over all regional and service budget offices (and
should be the only employee with the title "CFO"). The OCFO should have visibility
into all agency budgeting, down to the dollar level.

(2) Centralize agency information management.

¢ Likewise, the agency Chief Information Officer should have control over all agency
information systems. Currently, it is not clear that the OCIO is even aware of the full list
of the agency information systems that exist. The OCIO should have final authority to
access and manage all systems.

» Despite the Inspector General Act's requirement that the 1G is authorized "to have access
to all records" of the agency that relate to the OIG's responsibilities, currently requests by
the OIG for read-only access to agency information systems are often met with
extraordinary delays (sometimes over a year) or are never fulfilled. Agency systems
"owners" who fail to provide access to the OIG within fourteen days should be required
to make an explanation of that failure to the Administrator, with a copy to the Inspector
General, by the end of the fourteen-day period.
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Enclosure

(3) Get back to basics.

» As the Acting Administrator has stated, GSA needs to re-focus on its core missions —
procurement and building operations. We found that many agency contracting personnel
did not understand fiscal law or the Federal Travel Regulation, or were unaware of the
existence of agency policies that directly governed their daily work. This is
unacceptable.

» The agency must separate its contracting function from its program functions. That is,
the CO should not report to the program officer.

(4) Get out of the “matrix.”

* As the former GSA Administrator testified, GSA employee supervision is not presently
linear; it is a "matrix." Because many high-level personnel report to two supervisors,
each supervisor can deflect supervisory responsibility onto the other, or claim to. The
matrix is really a sieve.

(5) Require procurement accountability.

e Currently, agencies that violate the Anti-Deficiency Act must "report immediately to the
President and Congress," as well as the Comptroller General, the facts surrounding each
violation and the actions taken to remedy the problem. 31 U.S.C. § 1517(b). This same
accountability requirement should be added to the Competition in Contracting Act, which
requires that agencies "obtain full and open competition through the use of competitive
procedures in accordance with the requirements of [CICA] and the Federal Acquisition
Regulation." 41 U.S.C. § 3301(a)(1). This accountability would indicate that the agency
takes seriously the concerns of businesses, particularly small businesses, that have not
received a full and fair opportunity to compete for federal contracts.

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00082 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.052



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

79

\ U.S. GENERAL SERVICES ADMINISTRATION

Office of Inspector General

July

The Honorable Joseph Lieberman
Chairman

19,2012

Committee on Homeland Security and Governmental Affairs

SD-340 Dirksen Senate Office Building
Washington, DC 20510

The Honorable Susan Collins
Ranking Member

Committee on Homeland Security and Governmental Affairs

SD3-340 Dirksen Senate Office Building
Washington, DC 20510

Dear Senators Lieberman and Collins,

Pursuant to our reporting obligations to Congress, [ write to inform you of an incident that was brought to
my attention by Acting Administrator Dan Tangherlini on July 11, 2012. On November 17, 2010, the
Federal Acquisition Service (FAS) division of the General Services Administration (GSA) held a one-day
performance award ceremony in the Washington, D.C., metropolitan area, featuring a drum band exercise
by a third party vendor and speeches from current and former GSA officials. We have begun a
preliminary analysis of the information we have received from the Agency and have opened an
administrative investigation. Our initial findings show costs upwards of $268,732 for the one-day
ceremony. Although these figures may be subject to change, our preliminary review showed the

following,

e $34,073.38 for the ceremony venue at the Crystal Gateway Marriott including:

o $20,738.78 in catering charges
o $13,334.60 in AV and room rental

charges

*  $7,697.22 for a “Commissioner’s Reception” at the Key Bridge Marriott including:
o Hors d’oeuvres, beverages, and miniature pastries for 200 attendees

o A violinist and a guitarist

*  $140,464.06 for “coordination and logistical management” by Gallagher & Gallagher, Inc.

including:

o]

$104,484.17 for logistics and management services

o $20,578.24 for 4,000 drumsticks given to attendees
o $5,390 for five 55-passenger buses, two mini-buses, and a van
o $10,010.65 for “Mission Possible Agent X management

s $28,364.45 for 4,000 “time temperature picture frames™ provided by Small Wonders.

*  $7.810.24 for 68 shadowbox frames provided by Award Crafters.

*  $8,587.73 for “Agent X appearance” by JDG Communications, Inc.

1800 F Street, NW, Washington, DC 20405-0002

&'
Federal Recycling frogram ‘ Printed on Recycled Paper
g Program Yy o8 3 v
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o $41,734.93 for travel for 49 attendees.

My office will continue to look into this ceremony in addition to our ongoing audits and investigations
into other previous conferences. We will continuye to update the Committee with any developments that
emerge from our inquiry. Please feel free to contact me or Jennifer Riedinger of my staff at 202-501-4634
if you have any questions or if there is additional information we can provide.

Sincerely,

L

4 Brian D. Miller
Inspector General
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i\ T TR oy -
Wnited States Denate
COMMITTEE ON
HOMELAND SECURITY AND GOVERNMENTAL AFFAIRS
WASHINGTON, DU 20610-6250

May 10, 2012

The Honorable Daniel M, Tangherlini
Acting Administrator

U.S, General Services Administration
One Constitution Square

1275 First Street, NE

Washingten, DC 20417

Dear Acting Administrator Tangherlini:

We are writing in response to the Inspector General's Management Deficiency
Report on the 2010 Western Regions Conference (WRC) (April 2, 2012). As you know,
the 1G uncovered numerous violations of contracting regulations and policies, the Federal
Travel Regulation, and purchase card rules by General Services Administration (GSA)
employees. The IG’s investigation of the WRC has also prompted additional
investigations and at least one referral to the Department of Justice. The waste, excessive
spending, and possible fraud uncovered as a result of this investigation and continuing
investigations cause us grave concern. [t is never appropriate for an agency to skirt
acquisition rules and policies and waste tax dollars in the process. These issues are even
more troubling given GSA’s unique and lead role in contracting and management of
travel and conference planning.

We appreciate that you were only recently asked to lead GSA, and we recognize
the actions you have taken thus far 1o address the egregious waste of taxpayer money that
has been exposed by the IG’s WRC Report. We are writing to recommend additional
measures that you might take, and to obtain more information so that we may determine
whether further measures, through either executive action or Congressional mandate, are
warranted.

As the Chairman and Ranking Member of the Committee with responsibility for
oversight of the efficiency, economy and effectiveness of government agencies, we are
concerned that, without sound internal management of its own activities, GSA cannot
fulfill its mission of making the federal government operate more efficiently. Moreover,
as the Committee of jurisdiction over federal procurement policies, we are alarmed by the
numerous violations of contracting regulations committed by the Public Building Service
(PBS) in planning the WRC.

We recommend that you direct the Chief Financial Officer (CF'O) of GSA to
review all recent GSA conferences to identify potentially wastetul or unlawful spending.
We also ask that she review a representative sampling of per diem expenses to ensure that
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GSA employees who received meals as part of a conference did not also claim per diem
expenses for those meals, as did some employees who attended the WRC. Additionally,
we recommend that you undertake a comprehensive review of GSA’s policies and
procedures for granting contract warrants, which authorize individuals to enter into
contracts on behalf of the government. GSA must ensure that only qualified personnel
serve as contract officers, that those individuals meet training and certificate
requirements, and that warrants are terminated when those holding them perform in an
unsatisfactory manner or engage in unethical behavior.

We also ask that you provide us the following information by May 31:
GSA Top to Bottom Review

1) You have testified that you are conducting a “top to bottom” review of GSA.

a) What is the scope of your review?

b) What is the timeline for completing this review, including specific milestones and
deliverables?

¢) Who is responsible for this review, including seeing that the milestones are
reached?

d) Please provide us an update on the review no later than June 15, and a report of
your findings as soon as the report is complete.

Financial Controls Over GSA’s Regions

2) We have learned through the WRC investigation that there appears to have been
inadequate supervision of regional office spending by GSA headquarters,

a) Since being appointed Acting Administrator, what changes, if any, have you made
to ensure that GSA headquarters exercises appropriate oversight over regional
office spending and that regional offices are held more accountable for their
spending of taxpayer dollars?

b) Since being appointed Acting Administrator, what changes, if any, have you made
to the authorities of the GSA CFO and to the authorities of the regional CFOs to
improve oversight of and accountability for regional office spending?

3) Al the time of 2010 WRC, what were the procedures for the development and
approval of the budgets for GSA’s regional offices?
a) At that time, did those procedures differ for PBS and the Federal Acquisition
Services (FAS)?
b) What changes have been made to those procedures since the 2010 WRC?

Conferences, Travel, and Award Ceremonies
4) What are the current procedures for the approval of GSA-sponsored conferences?

5) What is the role of the GSA Office of General Counscl in reviewing proposed
conferences?
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6) The former Region 9 CFO told IG investigators that she was concerned about
expenses incurred for the WRC, and general conference planning and travel in
Region 9, and that she had requested guidance from GSA headquarters. Specifically,
she said that she contacted the former PBS CFO and subsequent PBS CFO about
tightening up guidance at the national level for conference planning. What steps, if
any, did GSA take in response to this request?

7) The Office of Governmentwide Policy (OGP) is responsible for policy making ina
number of arcas, including travel and transportation.
a) What are the specific responsibilities of OGP in issuing regulations?
b) What role will OGP have in carrying out the “top to bottom” review that you are
conducting, and in implementing corrective actions that may come out of that
review?

8) What are the procedures for the approval of travel by GSA employees?
a) Have these procedures been changed as a result of the 1G report on the WRC?
b) How does GSA ensure that travel expenses reflect legitimate needs?

9} At times, the PBS Commissioner for Region 9, Jeff Neely, apparently approved his
own travel because he was also serving as Acting Administrator for Region 9. Have
you, or do you intend to, put in place procedures to ensure that employees, including
those serving in “acting” positions, do not approve their own travel or other expenses,
or to otherwise ensure that all employees’ travel expenses are adequately reviewed?

10) I response to the IG on the WRC report, former Administrator Johnson said she was
transferring a range of functions related to conferences and award ceremonies to the
Office of Administrative Services (OAS), including oversight, review, approval and
handling of procurement.

a) Is OAS now carrying out these functions for all of GSA (including PBS and
FAS)?

b) What are the procedures in place to facilitate this oversight?

¢) To whom does the head of OAS report?

11) Ms. Johnson also said that she would direct the CFO and the Senior Procurement
Executive to review contracts and expenses associated with conferences.
a) Have these officials begun to review contracts and expenses associated with
conferences?
b) What is the scope of their review?
¢) What is the status of their review?

12) Ms. Johnsen further indicated that the Office of Acquisition Policy, the Office of the
General Counsel and OAS would develop mandatory annual training for all
employees regarding conference planning and attendance.

a) Has such training been implemented?
b) Ifnot, what is the expected timeline for implementing this action?
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13) Several GSA employees told the 1G that it was a running joke in Region 9 that they
had to have “awards” so they could justify food paid for by taxpayers. In response to
the IG’s investigation, Ms. Johnson indicated that the Chief Administrative Services
Officer would review and approve any award ceremonies where food is provided by
the federal government, and that this topic will be covered in mandatory training for
supervisors and managers.

a) Have these new review procedures been implemented? 1f not, when do you
expect them to be implemented?

b) Has the training been implemented? If not, when do you expect it to be
implemented?

¢) What other actions, if any, have you taken or do you plan 1o take, to ensure that
events are not improperly designated as award ceremonies in order to justify the
purchase of food?

14)On November 9, 2011, President Obama issued Executive Order 13589, Promoting
Efficient Spending. This executive order directed agencies to reduce certain
administrative expenses (including travel, employee information technology devices,
and promotional items) by not less than 20 percent below Fiscal Year 2010 levels, in
Fiscal Year 2013. Please provide to the Committee a copy of any plan GSA has for
meeting this target, as well as an update on whether GSA is on track to meet the
target.

15) Executive Order 13589 also directed each agency to designate a senior-level official
1o be responsible for developing and implementing policies and controls 1o ensurc
efficient spending on travel and conference-related activities,

a) Who has been designated 1o serve in this role at GSA?
b} To whom does this individual report?

16) The recent executive order also directed agencies to make all appropriate efforts to
conduct business and host conferences in space controlled by the federal government,
wherever practicable and cost-effective. As recently as March 2012, however,
Region 9 employees attended an off-site leadership meeting in Napa Valley for
approximately 80 people (at a reported cost of $40,000). GSA employees in Region 9
also reported to the 1G that GSA routinely paid for space for meetings when ample
federal facilities in the Bay Area were available. What specific steps has GSA taken
to follow the executive order’s direction on the use of government-controlled space?

17) The executive order also directed agencies to limit the purchase of promotional items
such as plaques, clothing, and commemorative items. The IG found numerous
instances of unnecessary and impermissible spending on such items in connection
with the WRC (which took place roughly a year before the executive order),
including a “yearbook™ given to all attendees ($8130), shirts for a teambuilding
activity (33749), and commemorative coins ($6325). What steps, if any, has GSA
taken to carry out the provision of the executive order related to commemorative
items?
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18) Region 9 employees incurred significant travel costs in recent years, includinga 17

day trip by Mr. Neely in February 2012 to Hawaii, Guam, and Saipan.

a) Has GSA initiated a review of Region 9 travel during Mr. Neely’s tenure?

b) If impermissible travel expenses are identified, will GSA consider cost recovery
options?

Contracts

19) GSA originally contracted with the M Resort to pay a minimum of $76,000 (with

gratuity set at 22%) for the October 2010 WRC, but then agreed to increase this
minimum to $110,000 ($134,200 with gratuity), as a “concession” for the M Resort to
honor the government per diem for lodging. What safeguards will you put in place so
that GSA does not offer “concessions” for a hotel to honor the per diem — a practice
which is contrary to the very concept of a per diem?

20) The sole source award to M Resorts also raises concerns about GSA’s use of

exceptions to competition and documentation of sole source awards. Although a
solicitation for conference sites was published by PBS in February 2009, a GSA
contracting officer (who had not been involved in, and, inexplicably, was not aware
of, the initial solicitation) wrote a memo dated September 29, 2010 justifying a sole
source award to M Resorts because, according to the memo, the October 2010 WRC
was a “very lime sensitive procurement” and it “would have been a waste of
government funds” to review the nine sites deemed to satisfy initial criteria.

a) What steps are being taken (at headquarters and in the regions) to ensure controls
are in place to avoid making inappropriate or unjustified sole source awards, and
to promote the importance of competition?

b) What steps are being taken (at headquarters and in the regions) to ensure proper
communications between program officials and contracting officers?

21) In response to the IG's report, Ms. Johnson indicated that the Office of Acquisition

Policy would ensure that annual training courses are mandatory for contracting

officers and event planners that are tasked with conference planning, contacting, and

execution. She further assured the IG that unannounced and random procurement

management reviews, under the direction of the Senior Procurement Exccutive,

would be conducted at least quarterly.

a) Have the training and the procurement management reviews been initiated? If
not, when will they be initiated?

by Will these procurement management reviews be conducted throughout GSA (ie.,
at PBS, FSA and in the regions)?

¢) Will the results of the procurement management reviews be incorporated into the
performance evaluations and compensation decisions of procurement officials and
their managers?

d) Were procurement management reviews previously conducted at the regional
level?
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¢) Please describe the results of any procurement management reviews conducted in
Region 9 in the last five years.

22) The IG recommended that GSA determine whether it can recover funds from Royal
Productions, based on the fact that GSA included the cost of rooms for the
contractor’s employees in the contract price and then provided free rooms to the
contractor. The IG also recommended determining whether GSA can recover other
funds improperly paid, such as meals for non-employees.

a) Has GSA initiated action to recover these funds?

b) Beyond the April 13 letters to recover WRC funds for in-room parties from Mr.
Bob Peck, Mr. Robert Shepard, and Mr. Jeff Neely, what other efforts are planned
or being pursued now to recover any other impermissible WRC-related costs?

23)GSA contracting officers appear to have repeatedly failed to compete contracts
awarded to MVP/Deltad, the teambuilding vendor used at the WRC. Between April
2009 and December 2010, MVP/Deltad received PBS contracts valued at $288,530
where there was no evidence of competition on file. Based on comments from the
IG's interviews with employees, it appears MVP/Delta 4 may have had a favored
relationship with Region 9. In addition, based on a review of MVP/Deltad’s profit
and loss by job statement for the one day teambuilding exercise contract (valued at
$75,000) for the WRC, they appear to have realized an excessive profit of 28 percent
for this contract.
a) What, if anything, is GSA doing to review past and current awards to this vendor
for any improprieties?
b) What is GSA doing to emphasize the importance of competition in contracting
with regional contracting staff?

24) Please provide a copy of GSA’s policy on its contract officer warrant program.

25) The 1G's WRC investigation suggests that there have been instances at GSA where
individuals signed agreements above their warrant authority.
a) How are contract officer warrants monitored and managed today?
by Who is responsible for monitoring and managing contract officer warrants?

26) How many warranted contracting officers are in each GSA region?
a) Of these contracting officers, how many work for PBS?
b) How many work for FAS?

27) What are GSA''s certification requirements for contracting officers, and what are the
requirements for continuing education of contracting officers, once certified?

28) We understand that GSA awarded a contract to Royal Productions in the amount of
$58,000 for audio-visual services at the WRC. Contracts of this size are reserved for
small businesses, but Royal Productions is not considered a small business. What
training do GSA contracting officers undergo on small business contracting rules?
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29) What role does the GSA Chief Acquisition Officer (CAO) play in carrying out GSA’s
programs? The Services Acquisition Reform Act requires that each agency CAO
“shall have acquisition management as that official’s primary duty.” (41 U.8.C. 414}
It is our understanding that in recent years, the individual designated as the CAO has
also served in other positions, such as Associate Administrator for the Office of
Governmentwide Policy, White House Liaison, and Chief of Staff. Given that
acquisition is integral to GSA’s mission, how is it possible for an individual to fulfill
the statutory duties of a CAO while also serving in other positions?

30) Under what circumstances, if any, does GSA’s Office of General Counsel review a
contract?

31) Do you believe that contracting officers should be independent of the control of
program officials?

32) What is the role of the regional procurement officers?
a) Are there regional procurement officers in place for each GSA region?
b} Do they report to the Regional Administrator or a senior procurement official at
headquarters?

Relocation Expenses

33) The IG's investigative record includes comments from a GSA employee that
relocation costs in Region 9 over the last few years were “crazy” and “astronomical.”
As an example, the employee cited GSA’s payment of $330,000 fo relocate an
employee from Denver to Hawaii who reportedly only stayed at GSA for one year.
We understand that you have begun a review of employee relocations at government
expense.

a) What is the scope of this review?

b) Does the review include all GSA regions?

¢) When will this review be complete?

d) We understand that all future relocations will be approved centrally by the Chief
People Officer and the Chief Financial Officer. Has this central approval process
been implemented? If not, when do you expect it will be implemented?

Purchase and Travel Cards

34) A number of instances of misuse of government purchase cards in Region 9 have
come to light — an issue that is of particular concern because GSA is the agency that
administers the purchase card program across the federal government. Most notably,
Mr. Neely’s deputy, Daniel Voll, pleaded guilty in April 2010 for embezzlement
through fraudulent use of his government purchase card for personal use. In addition,
the 1G"s review of the Region 9 employee awards “Hats Off”” program found that two
employees improperly allowed others to use their cards and they misused their cards
by splitting purchases to avoid the cardholder purchase limits.
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a) What actions, if any, do you plan to take to ensure employees properly use their
government purchase cards?
b) Are there audit processes in place to protect against purchase card abuses?

35) Please provide to the Committee GSA’s written policies and procedures
implementing Appendix B of OMB Circular A-123, as updated on January 15, 2009,
which prescribes measures for agencies to take to reduce waste, fraud and error in
government charge card programs.

36)Is GSA in compliance with the training requirements of Circular A-123 (requiring
initial training for all purchase card holders and program managers, as well as
refresher training, at a minimum, every three years)?

37) What is the current overall ratio of approving officials to purchase card holders within
GSA?
a) What is the ratio of approving officials to purchase card holders in PBS?
b) What is the ratio of approving officials to purchase card holders in FAS?

38) How many personnel actions has GSA taken in each of the last five years for
violations of purchase and travel card rules?

Disciplinary Actions

39) Please provide the Committee with a detailed description of all disciplinary actions
inftiated against agency personnel for violations of federal laws or regulations or
agency policies, in connection with the 2010 WRC. In answering this question,
please construe the term “disciplinary action™ broadly, to include any formal or
informal actions taken by GSA in response to an incident of improper, inappropriate,
or illegal behavior. With respect to cach action, please detail the cause for the
disciplinary action, the position and title of those involved, when the events at issue
occurred, the specific disciplinary action taken, and the outcome of the action. If any
investigations against additional individuals are ongoing, please indicate this as well.

40) We understand that approximately 50 people involved in the planning of WRC
received bonus awards totaling $35,500. Among those who reportedly received
bonuses are several WRC core planning team members who are now subject to
disciplinary action.

a) Please provide the position and title for the approving official for each of the
bonuses.

by Was WRC planning a partial basis, or the sole basis, for these bonuses?

¢) Are there are plans to review any of these bonuses in light of the findings of the
1G's investigation?

d) What steps are you taking to ensure that GSA’s awards programs are fair and
consistent with statutory requirements and regulations on awards issued by the
Office of Personnel Management?

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00092 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.062



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

89

Overall Cultural Issues

41) We often hear that GSA considers itself different from other agencies because,
although part of its budget is appropriated, much of its operating budget comes from
fees other federal agencies pay to GSA out of their own appropriated accounts in
exchange for services GSA provides, GSA’s employees, therefore, may be less
conscious of budget constraints than agencies that rely on appropriations. What will
you do to instill in the mindset of GSA employees that they are first and foremost the
stewards of taxpayer dollars, whether that money comes directly to GSA or passes
initially through other agencies?

We appreciate your cooperation and look forward to your timely response to our
requests.

Sincerely
%phlbc%b/e%\ Susan M. Collins
Chairman Ranking Member

9
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GSA

GSA Administrator

June 20, 2012

The Honorable Joseph I. Lieberman

Chairman, Committee on Homeland Security
and Governmental Affairs

United States Senate

Washington, DC 20510

The Honorable Susan M. Collins

Ranking Member, Committee on Homeland Security
and Governmental Affairs

United States Senate

Washingten, D.C. 20510

Dear Chairman Lieberman and Senator Collins:

1 am writing in response to your letter dated May 10, 2012, regarding the April 2, 2012,
report by the U.S. General Services Administration's (GSA) Inspector General (IG)
about the 2010 Western Regions Conference (WRC). As | testified in April and
repeatedly stated since being appointed GSA Acting Administrator, the Administration
was outraged by the waste and abuse associated with the 2010 WRC. This is why I-am
taking both strong action against the responsible officials in connection with that
conference and taking steps to improve internal controls and oversight to ensure such
abuses of taxpayer money never happen again.

Some of the key steps | have already taken include consolidating GSA conference
oversight in the new Office of Administrative Services, bringing all Public Building
Service regional budgets under the direct authority of GSA's Chief Financial Officer, and
reviewing each planned future conference to make sure that it and any related travel is
justified by a mission requirement. This has already led to the cancellation of 35
planned conferences, saving taxpayers over $995,000. Additional changes include a
top-to-bottom review which may result in changes to GSA’s current regional structure.

In addition, along with other Federal agencies, GSA will implement the directives in the
Office of Management and Budget memorandum of May 11, 2012, concerning agency
travel and conferences. This includes decreasing spending on agency travel in fiscal
year 2013 by 30 percent compared to fiscal year 2010; requiring review by the Deputy
Administrator of any conference where the agency spending could exceed $100,000;
prohibiting the expenditure of more than $500,000 on a conference unless the
Administrator approves a walver; and posting publicly each January on GSA's website

U.S. General Services Administration
1275 First Street; NE

Washington, DC 20417

WWW.gsa.gov
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information on the prior year's conference spending, including descriptions of agency
conferences that cost more than $100,000.

Finally, with respect to the specific suggestions in your letter concerning review of past
conference expenses and the granting of contract warrants, | have already begun to
take action. In particular, the Office of the Chief Financial Officer is reviewing recent
GSA conferences, including reviewing samples of travel vouchers of employees who
have attended recent conferences to ensure that employees who received meals as
part of a conference did not also claim per diem expenses for those meals; all per diem
expenses for employees who atiended the 2010 WRC are being so reviewed. As
detailed in the enclosed answers, GSA has already initiated debt collection activity as
appropriate in connection with the 2010 WRC, and if additional instances of improper
payments are found, GSA will initiate debt collection activity in accordance with laws
and regulations. With respect to contract warrants, GSA Senior Procurement Executive
powers to revoke warrants in'coordination with Heads of Contracting Activities (HCAs)
have been clarified. GSA is also reducing the number of HCAs o enhance
accountability and GSA is in the process of reviewing and sirengthening the
procedures, oversight, and training for warrant officers, as part of the comprehensive
{op-to-bottom agency review.

| very much appreciate your inferest in GSA, and look forward to working with the
committee as we move forward with our top-to-bottom review of this agency. We also
continue to cooperate with the |G, which is in the process of further review and auditing
of recent GSA conferences. Enclosed with this letter are attachments that | hope you
find responsive to your inquiries,

Please let me know if we can provide any additional information. If you have any
additional questions or concerns, please do not hesitate to contact me or Mr. Rodney P
Emery, Associate Administrator, Office of Congressional and Intergovernmental Affairs,
at (202) 501-0563.

Sincerely,
1
\

Dan Tangherlini
Acting Administrator

Attachments
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Responses to Specific Questions in May 10, 2012 Letter
GSA Top to Bottom Review

1} You have testified that you are conducting a "top to bottom" review
of GSA.

a) What is the scope of your review?

The top-to-bottom review is designed to address the full range of critical
chalienges and opportunities confronting GSA. It will include a review of each
of GSA's eleven regions and every organizational unit included in GSA’s top-
level organizational structure. it will conclude with the development of
recommendations and action plans around specific reform proposals to
enhance the organization’s ability to fulfill its mission of delivering savings to
federal agencies. '

b) What is the timeline for completing this review, including specific
milestones and deliverables? ’

Although review of GSA structure and operations will be ongoing, our plan is for the
review to be completed in September of this year as part of the 2014 budget process.
Deliverables will include specific, actionable recommendations and action steps to
reform GSA to better meet its purpose of delivering efficiency and savings to federal
agencies and the American taxpayers.

¢} Who is responsible for this review, including seeing that the
milestones are reached?

{ am heading the review and leading the discussions involving specific organizational
components. Kevin Donahue, Senior Advisor to the Acting Administrator, is responsible
for managing the project and organizing component reviews. His work is aided by
support from my senior team.

d} Please provide us an update on the review no later than June 15,and a
report of your findings as soon as the report is complete.

GSA has already provided briefings for the Committee staff from GSA officials directly
involved in the review and will work with the Committee to schedule additional briefings
and reporting to the Committee.
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Financial Controls Over GSA's Regions

2) We have learned through the WRC investigation that there appears to
have been inadequate supervision of regional office spending by GSA
headquarters.

a) Since being appointed Acting Administrator, what changes, if any, have
you made to ensure that GSA headquarters exercises appropriate
oversight over regional office spending and that regional offices are held
more accountable for their spending of taxpayer dollars?

b} Since being appointed Acting Administrator, what changes, if any, have
you made to the authorities of the GSA CFO and to the authorities of the
regional CFOs to improve oversight of and accountabhility for regional office
spending?

On April 15, 2012, | signed a GSA Order that centralized Public Building Service (PBS)
budget and financial management under the GSA Office of the CFQ. As a result, the
PBS budget and financial management divisions in the headquarters office and in each
of the regions now report to the GSA CFO through the new Office of PBS Financial
Services. The purpose of the realignment is to improve oversight, controls, and
accountability of PBS budget and financial management operations,

The top-to-bottom review will assess the impact on the three areas of internal control,
operations, financial reporting, and compliance with laws and regulations. The purpose
of the review is to ensure that (1) key controls in existing functions and processes
remain effective in the new organizational structure, (2) the new control environment
includes adequate delegations of authority and approval protocols to ensure
accountability over operations and assets, (3) reporting lines of communication continue
to provide reliable financial data and information for reporting, and (4) areas for
improvement in efficiency and effectiveness of budgetary and financial management
and operations are identified and implemented.

The top-to-bottom review of all GSA operations will also help identify efficiencies,
opportunities for cost savings, and ways 10 increase organizational effectiveness.

3). At the time of the 2010 WRC, what were the procedures for the
development and approval of the budgets for GSA's regional
offices?

a) At that time, did those procedures differ for PBS and the Federal
Acquisition Services (FAS)?

Before the April 2012 realignment of the PBS financial management cperations, each
PBS regional office submitted annual funding requirements for its operating costs,
including personnel costs, cleaning/maintenance/utility costs, and other support costs to
the PBS Headquarters Financial Office. If the regional request was reasonable given

2
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past obligation patterns, building inventory changes, and changes in onboard employee
levels, the PBS Headquarters Financial Office provided the requested funding to each
region. Each region then submitted a budget plan at the provided funding level
allocated in spending categories and explained monthly variances that were 15 percent
above or below the plan. While the PBS Headquarters Financial Office monitored each
region’s spending, the Regional Commissioners had the authority to manage their
regional budgets within the total allowed funding.

PBS and FAS did have different budget development procedures. The FAS budget
process is a top-down process managed by the FAS Office of the Controller and
overseen by the FAS Commissioner. Each of the four major business fines within FAS
submit requests for increases or decreases to its baseline budget. The business cases
are reviewed and approved by FAS leadership, and the final FAS budget request is
approved by the FAS Commissioner. At the beginning of the fiscal year the FAS
Controller issues the approved budgets to each region and monitors the actual spending
against the budget throughout the year and provides monthly status reports to the FAS
Commissioner and FAS Assistant Commissioners. Although budget approval changes
have already been made, this issue also will be considered in the top-to-bottom review.

b} What changes have been made to those procedures since the 2010
WRC?

As described in response to question 2, PBS budget and financial management have
been centralized under the GSA CFO. As a part of the same directive, FAS will also be
centralized by the end of the calendar year, As a result, the PBS budget and financial
management divisions in the headquarters office and in each of the regions now report
to the GSA CFO through the new Office of PBS Financial Services. Therefore, the
regional budget and financial management directors now report to the Office of PBS
Financial Services in the GSA CFQ's office, rather than reporting to the Regional
Commissioners, The purpose of the realignment is to improve oversight, controls, and
accountability of PBS budget and financial management operations.

Conferences, Travel, and Award Ceremonies

4) What are the current procedures for the approval of GSA-sponsored
conferences?

All requests for GSA sponsored conferences must be submitted.in writing to the Office
of Administrative Services (OAS) from the Heads of Services and Staff Offices (HSS0)
and Regional Administrators (RA) for review and approval prior to the obligation of
funds. The Office of the Chief Financial Officer (OCFO) approves conferences for
QAS. In addition, GSA’s Deputy Administrator must approve all conferences where
expenses will be in excess of $100,000 regardless of funding source. Conferences
where expenses will be in excess of $500,000 will require a waiver and approval by
the GSA Administrator. i
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All conference requests must include the following detailed information: the purpose of
the conference and how it relates to the mission of GSA; estimated attendees with a
breakout by GSA employees, other government employees, and contract employees;
itemization of fees and costs {including travel, lodging and per diem); justification for
using non-government facilities; justification as best value to the government; and
expected cutcomes. GSA offices are required to submit a final report to OAS within 60
days after the conference ends. GSA has developed a form (Attachment A) for
submission of these requests, and is in the process of creating an electronic tool for
submission, review, approval, tracking and reporting of GSA-sponsored conferences.

Included with these answers are specific documents connected with these new
procedures, including:

o Attachment A, Form for approval of conferences;

o Attachment B, Form for approval of award ceremony with food;

o Attachment C, Form for waiver to host internal management meeting
involving travel;

o Attachment D, Memo from Acting Administrator Dan Tangherlini on

restrictions on conferences and travel dated 4/19/12;

Attachment E, Instructional Letter from Acting Administrator Tangherlini on

new conference and travel policies dated 4/15/12;

<

5} What is the role of the GSA Office of General Counsel in reviewing
- proposed conferences?

Currently, there is no specific requirement in statute, regulation, or GSA's current Legal
Review Order for legal review of proposed conferences. However GSA's Legal Review
Order and OGC's role in reviewing conferences will be revisited as part of the top-to-
bottom review. The Office of General Counsel (OGC) has historically provided counsel
in connection with proposed conferences or conference attendance when asked. Since
learning of the issues identified in the Inspector General's Report on the Western
Regions Conference, OGC has worked steadily with agency officials in reviewing
various scheduled upcoming conferences to address any legal issues presented, and
OGC will continue to do so. i

6) The former Region 9 CFO told IG investigators that she was concerned
about expenses incurred for the WRC, and general conference
planning and travel in Region 9, and that she had requested guidance
from GSA headquarters, Specifically, she said that she contacted the
former PBS CFO and subsequent PBS CFO about tightening up
guidance at the national level for conference planning. What steps, if
any, did GSA take in response to this request?
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Since none of the persons involved are currently employed by GSA, this information
is not currently available. As mentioned above, policies implemented on April 15,
2012 preclude the expenditures made for the WRC in future conferences,

7} The Office of Governmentwide Policy (OGP} is responsib‘le for policy
making in a number of areas, including travel and transportation,

a) What are the specific responsibilities of OGP in issuing regulations?

OGP maintains a number of responsibilities for issuing regulations. On behalf of the
GSA Administrator, OGP issues and maintains the Federal Acquisition Regulation
(FAR) jointly with the Department of Defense (DoD) and the National Aeronautics and
Space Administration (NASA) and with approval of the Office of Federal Procurement
Policy (OFPP). Additionally, OGP maintains and issues the Federal Management
Regulation (FMR) and the Federal Travel Regulation (FTR). Collectively, these
regulation responsibilities cover the program areas of acquisition, personal and real
property, travel, relocation, and transportation. OGP ensures that the regulations
incorporate the requirements of federal laws, Executive Orders, and other policy
mandates. Ultimately, these regulations are aimed at enabling effective and efficient
delivery of federal missions. .

Beyond issuing mandatory regulations through the FAR, FTR, and FMR, OGP also
uses evidence-based policies, fools, best practices, standards, guidance, certifications,
and oversight to influence other Federal agencies in driving and improving
effectiveness, efficiency, sustainability, and security in mission delivery. The evidence-
based policies developed by OGP often become formal rules and regulations through
the Federal rulemaking process,

Finally, GSA develops its own, internal regulations through the General Services
Acquisition Regulation (GSAR). The GSAR implements the FAR at GSA while also
implementing regulations governing the Schedules, Leasing, Assisted Acquisitions, and
other pregrams at GSA,

b} What role will OGP have in carrying out the “top to bottom” review
that you are conducting, and in implementing corrective actions that
may come out of that review? .

OGP is fully participating in the top-to-bottom review—responding to all requests for
information and analysis from the Acting Administrator. More specifically, OGP's Office
of Acquisition Policy (OAP) is conducting reviews and taking steps to ensure that
contracting procedures and regulations have been and continue to be adhered to and
that proper oversight and accountability structures are in place,

8) What are the procedures for the approval of travel by GSA employees?
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Effective April 15, 2012, travel related to training and official business must be approvec
by the appropriate Head of a Service or Staff Office (HSSO) (for example, the head of
PBS or FAS) or Regional Administrator {(RA). Travel that involvés conferences, award
ceremonies with food and internal management meetings cannot occur until the event
has been approved by the required officials.

The process for approving travel is also automated in GSA’s E-Gov travel system.
Employees create a trip or open authorization with pertinent details, and the document
is electronically routed to one or more management levels within GSA for approval.
Once approved, the employee can create travel reservations in the E-Gov travel
system.

a} Have these procedures been changed as a result of the 1G report on the
WRC? :

Yes. GSA Executives have been directed to close or reduce the use of open
authorizations and approve travel on a trip by trip basis.

{n addition, travel related to training and official business must be approved by the
HSSO and RAs. Travel that involves conferences, award ceremonies with food and
hesting internal management meetings require approval by HSSO0s and RAs prior to
submission o OAS and the Deputy Administrator for approval. All requests must detail
all attendees, the purpose of the meeting and how it relates to the mission of GSA, all
costs, and expected outcomes (Attachments A-C).

b) How does GSA ensure that travel expenses reflect legitimate needs?

Each manager is responsible for ensuring that all travel expenses are authorized in
accordance with the Federal Travel Regulation (FTR), GSA’s internal travel policy and
meets legitimate business needs, The E-Gov travel system has Been configured to
conform to the FTR and internal travel policy. Managers are responsible for reviewing
and approving all travel orders and all vouchers prior to reimbursement. Since April 16,
2012, only travel related to mission operations may occur with prior approval. Travel
associated with conferences requires prior approval from OAS and travel associated
with hosting internal management meetings requires prior approval from the Deputy -
Administrator. : ’

In addition, GSA has recently issued guidance (Attachments D arid E) to ensure that
travel expenses meet legitimate business needs. Managers have been advised to first
consider alternatives to travel such as video conferencing or telepresence. Travel for
conferences must meet the following criteria:

» Meeting with GSA vendors and the publ§c§
« Working as GSA operational support for the conference;
« Providing training or speaking related to GSA's mission!
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« Fulfilling legitimate training requirements directly related to their job
functions;

+ Limiting altendance to the amount of time required to carry out
business activity; and

« Minimizing costs and complying with all per diem and ethics policies.

g) Attimes, the PBS Commissioner for Region 9, Jeff Neely, apparently
approved his own travel because he was also servihg as Acting
Administrator for Region 9. Have you, or do you intend to, put in place
procedures to ensure that employees, including those serving in "acting"
positions, do not approve their own travel or other expenses, or to otherwise
ensure that all employees’ fravel expenses are adequately reviewed?

In the past, many GSA employees had annual blanket trave! authorizations, limiting the
need for trip by trip travel approval. The Office of Administrative Services advised that
all such annual blanket travel authorizations should be removed. As a result of this
change, GSA’s E-Gov travel system will be fully utilized, and that system is configured
s0 that individuals cannot approve their own travel authorization and travel expense
voucher. GSA is also looking at additional possible controls as part of the top-to-
bottom review.

10} In response to the IG on the WRC report, former Administrator Johnson said
she was transferring a range of functions related to conferences and award
ceremonies to the Office of Administrative Services (OAS), including
oversight, review, approval and handling of procurement.

a) Is OAS now carrying out these functions for all of GSA (including PBS
and FAS)?

Yes. OAS is carrying out these functions for all of GSA, including PBS and FAS
b} What are the procedures in place to facilitate this oversight?

All GSA offices must submit written requests for conferences, award ceremonies with
food, and internal management meetings that involve travel {o OAS for review and
approval prior to any obligation of funds.. OAS consults with the Office of General
Counsel and the Office of Chief Financial Officer as necessary. The requestor must
provide detailed expense information and include a business justification that
demonstrates how this activity relates to the mission of GSA and represents best value
to the government.” Once conferences are approved, OAS is responsible for all related
procurement activity (see Altachments A- E). )

¢) To whom does the head of OAS report?
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The head of the OAS (Chief Administrative Services Officer) reports to the GSA
Administrator.

11) Ms. Johnson also said that she would direct the CFO and the Senior
Procurement Executive to review contracts and expenses associated with
conferences.

a} Have these officials begun to review contracts and expenses
associated with conferences?

Yes. The Procurement Management Review (PMR) Division within OGP’s Office
of Acquisition Policy (OAP} has started to review contracts and expenses
assoclated with conferences across GSA. The PMR Division is reviewing
selected conference files as a part of reviews already scheduled for the remainder
of this fiscal year. The CFQ, has also begun and will continue the review
potentially wasteful or unlawful spending associated with conferences.

b) What is the scope of their review?

The review prioritizes conferences that incurred space and travel expenses and had
high dollar values, Conference file reviews are conducted by examining documentation
for compliance with GSA internal regulations as well as government-wide Federal
Acquisition Regulations (FAR) and Federal Travel Regulations (FTR) for conference
planning that were current at the time of the procurement/conference. This includes
review of internal emails, correspondence, justifications, and contracts with hotels and
vendors. It also includes a review of travel expenses, which is conducted in
collaboration with the Office of the CFO.

¢) Whatis the status of their review?
The review is ongoing.

12) Ms. Johnson further indicated that the Office of Acquisition Policy, the
Office of the General Counsel and OAS would develop mandatory annual
training for all employees regarding conference planning and attendance.
a) Has such training been implemented?

No. GSA has formed a project team and is in the process of developing the training.

b) If not, what is the expected timeline for implementing this action?

GSA anticipates that training will be ready for deployment by July 2012,
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13) Several GSA employees fold the IG that it was a running joke in Region 8
that they had to have "awards” so they could justify food paid for by
taxpayers. In response to the IG's investigation, Ms. Johnson indicated
that the Chief Administrative Services Officer would review and approve any
award ceremonies where food is provided by the federal government, and
that this topic will be covered in mandatory training for supervisors and
managers. ~

a) Have these new review procedures been implemented? If not, when
do you expect them to be implemented?

Yes, OAS began reviewing and approving requests on April 18, 2012, for GSA award
ceremonies where food is provided.

b} Has the training been implemented? If not, when do you expect
it to be implemented?

The training has not been implemented as yet. GSA anticipates that training
will be ready for deployment by July 2012.

¢} What other actions, if any, have you taken or do you plan to take, to
ensure that events are not improperly designated as award ceremonies
in order to justify the purchase of food?

GS8A's policy on management and approval of conferences and award ceremonies now
specifies that an award is a monetary or non-monetary recognition of a significant
achievement by an employee or group of employees presented in accordance with the
GSA awards policy (see Attachment E). OAS consults with the Office of General
Counsel as necessary to ensure that events are not improperly designated.

14} On November.-9, 2011, President Obama issued Executive Order 13589,
Promoting Efficient Spending. This executive order directed agencies to
reduce certain administrative expenses (including travel, employee
information technology devices, and promotional items) by not less than 20
percent below Fiscal Year 2010 levels, in Fiscal Year 2013. Please provide
to the Committee a copy of any plan GSA has for meeting this target, as well
as an update on whether GSA is on track to meet the target.

GGSA believes it is on track to meet this target. The Plan submitted to OMB is attached
as Aftachment H. In addition, all of these topics are being reviewed as part of the top-
to-bottom review.

15} Executive Order 13589 also directed each agency to designate a senior-
fevel official to be responsible for developing and implementing policies
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and controls to ensure efficient spending on travel and conference-related
activities,

a) Who has been designated to serve in this role at GSA?

The Chief Administrative Services Officer has been delegated responsibility for
developing and implementing policies and controls to ensure efficient spending on travel
and conference-related activities.

b} To whom does this individual report?

The Chief Administrative Services Officer reports to the GSA Administrator.

16) The recent executive order also directed agencies to make ali appropriate
efforts to conduct business and host conferences in space controlied by the
federal government, wherever practicable and cost-effective. As recently as
March 2012, however, Region 9 employees attended an off-site leadership
meeting in Napa Valley for approximately 80 people {(at a reported cost of
$40,000). GSA employees in Region 8 also reported to the IG that GSA
routinely paid for space for meetings when ample federal facilities in the Bay
Area were available. What specific steps has GSA taken to foilow the
executive order's direction on the use of government-controlled space?

GSA has mandated the use of government-controlled space for conferences when
practicable, cost effective, and within commuting distance of most of the attendees (see
Attachment E). If government facilities are not used, the conference or meeting request
must include a proper business justification. None of these types of conferences,
events or meetings can be scheduled without approval outside of the organization
involved,

17} The executive order also directed agencies to limit the purchase of
promotional items such as plaques, clothing, and commemorative items.
The |G found numerous instances of unnecessary and impermissible
spending on such items in connection with the WRC (which took place
roughly a year before the executive order), including a yearbook” given to all
attendees {$8130), shirts for a teambuilding activity ($3749), and
commemorative coins {$6325), What steps, if any, has GSA taken to carry
out the provision of the executive order related to commemorative items?

By GSA Instructional Letter dated April 15, 2012, GSA reiterated and clarified

its longstanding policy regarding the purchase of prometional and memento items, and
stated that GSA funds cannot be used to provide memento items stich as souvenirs,
keepsakes, or as informal appreciation to employees or others (see Attachment E).

10
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18) Region 9 employees incurred significant travel costs in recent years,

including a 17 day trip by Mr. Neely in February 2012 to Hawaii, Guam, and
Spain,

a) Has GSA initiated a review of Region 9 travel during Mr. Neely's tenure?

GSA has initiated a review of the travel throughout the agency, including region 8,

b) If impermissible travel expenses are identified, will GSA consider cost
recovery options?

GSA wilt explore all recovery mechanisms legally available for any impermissible
travel expenses.

Contracts

9) GSA originally contracted with the M Resort to pay a minimum of $76,000

(with gratuity set at 22%) for the October 2010 WRC, but then agreed to
increase this minimum to $110,000 ($134,200 with gratuity), as a
"eoncession” for the M Resort to honor the government per diem for
lodging. What safeguards will you put in place so that GSA does not offer
"concessions" for a hote! to honor the per diem - a practice which is
contrary to the very concept of a per diem? .

As attachment E illustrates, on April 15, 2012, GSA instituted policies to strengthen
internal controls for conferences. Specifically, GSA established a centrally-managed,
agency-wide process o request, review, approve and contract for all future
conferences. The new process will;

= Centrally validate conference requirements in the recently established Office of
Administrative Services; .

« Centrally procure conference services using a consistent approach with respect
{o government best interest and pricing; and

« Continue training that emphasizes and clarifies procedures on improper
contracting processes, including the use of "concessions” to achieve per diem
rates in procurement instruments.

20) The sole source award to M Resorts also raises concerns about GSA's use

11

of exceptions to competition and documentation of sole source awards.
Although a solicitation for conference sites was published by PBS in
February 2009, a GSA contracting officer (who had not been involved in,
and, inexplicably, was not aware of, the initial solicitation) wrote a memo
dated September 29, 2010 justifying a sole source award to M Resorts

- because, according to the memo, the October 2010 WRC was a "very time
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sensitive procurement” and it "would have been a waste of government
funds" to review the nine sites deemed to satisfy initial criteria,

a) What steps are being taken (at headquarters and in the regions) to
ensure controls are in place to avoid making inappropriate or
unjustified sole source awards, and to promote the importance of
competition?

GS8A strives to maximize competition to the fullest extent possible and has a network of
Competition Advocates (CA) across GSA to promote competitive acquisition practices.
The Director of the Office of General Services Acquisition Policy, Integrity and
Workforce (MVA) within OGP (Senior Executive Positicn) serves as the Agency's CA at
the highest strategic level. A national competition advocate supports the FAS and PBS,
respectively, and works with the OGP in fostering competition. Each Regional Office
has its own local Competition Advocate, generally one for each Service (FAS and PBS).
Each advocate supports the acquisition workforce; including contracting officers, project
managers, contracting officer representatives and small business utilization specialists.
CAs are responsible for prometing the acquisition of commercial items; promoting full
and open competition; ensuring requirements are stated in terms of furictions to be
performed; and challenging unnecessarily restrictive requirements, specifications, or
burdensome contract clauses. The entire competition network works to advance
competition both with programs and among contracting personnel.

To increase the number of non-competitive actions reviewed by CAs, the agency is
examining lowering the CA Non-Competitive review threshold to encompass lower
dollar value actions. This move would provide increased oversight of sole source
contracts. GSA will also form a CA workgroup to enhance communication among the
CA network and to drive consistent competition practices across the agency.

GSA has worked diligently to reduce high risk contracting, including sole source awards,
as documented in the annual CA report. GSA will enhance efforts to educate the
acquisition workforce about the importance of competition and the proper protocols for
non-competitive acquisition. In addition, the Procurement Management Review (PMR)
Division will continue o focus reviews on sole source awards to ensure that proper
procedures are followed and will seek corrective action if and as needed. This issue will
also be considered in the ongoing top-to-bottom review.

b) What steps are being taken (at headquarters and in the regions) to
ensure proper communications between program officials and
contracting officers?

GSA uses its network of CAs to ensure proper communications with and among
program officials and contracting offices. GSA will enhance its existing network of
competition advocates to promote higher levels of focus and awareness on the
importance of competition and minimizing high risk contracts, GSA will implement a

12
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community of practice for CAs and will develop and issue resources and tools to
facilitate PMRSs.

21} In response to the IG's report, Ms. Johnson indicated that the Office of
Acquisition Policy would ensure that annual training courses are
mandatory for contracting officers and event planners that are tasked with
conference planning, contacting, and execution, She further assured the
IG that unannounced and random procurement management reviews,
under the direction of the Senior Procurement Executive, would be
conducted at least quarterly.

a) Have the training and the procurement management reviews been
initiated? If not, when will they be initiated?

Based on the recent GSA conference Instructional Letter issued on April 15, 2012
(Attachment E), the GSA Central Office Contracting organization is now the sole
acquisition unit authorized to procure conference services on behalf of the agency.
Central Office Contracting has developed conference procurement procedures and
conducted training with Supervisory Team Leaders. A meeting to train the entire staff
on conference procurement procedures has occurred. Also, the Procurement
Management Review (PMR) Division within OGP’s Office of Acquisition Policy (OAP)
has started to reviews contracts and expenses associated with conferences across
GSA. The PMR Division is reviewing selected conference files as a part of reviews
already scheduled for the remainder of this fiscal year.

b) Will these procurement management reviews be conducted throughout
GSA (i.e., at PBS, FSA and in the regions)?

Yes, PMRs will be conducted throughout GSA and will include PBS, FAS, and the
regions through the end of the Fiscal Year. On April 15, 2012 GS8A instituted policies
to strengthen conference internal controls. The policy established an agency-wide
central process to request, review, approve and contract for all future conferences.
Going forward, the GSA Office of Administrative Services will have the sole authority
to review and approve conference procurements. Procurement Management Reviews
will focus on evaluating whether conference awards/procurements followed proper
procedures.

¢) Will the results of the procurement management reviews be incorporated

into the performance evaluations and compensation decisions of
procurement officials and their managers?

Yes. The results of the PMRs will be shared with the Heads of Contracting Authority
(HCA), whose responsibility it is to ensure findings are rescived and that appropriate

13
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management attention is applied to include personnel decisions and actions as well as
internal controls. ’

d) Were procurement management reviews previously conducted at the
regional level?

Yes, procurement management reviews have been conducted at the regional level since
2006. However, the scope had not included review of conferences until the April 15,
2012, policy change (Attachment E).

e} Please describe the results of any procurement management reviews
conducted in Region 9 in the last five years,

In PBS Region 8 the following recommendations have been made in recent PMR’s:

+ Organize the contracting functions within the regions in a manner that will
improve the quality and consistency of executing acquisition activities and the
management controls and oversight for providing adequate separation of duties
between program and contracting functions.

« Bolster contracting expertise in the organization to address observed
weaknesses in assessment of needs, which includes establishing a scope of
work/scoring; conducting analysis, negotiations, inspection and acceptance,
managing contractor performance; preparing and executing award documents;
conducting responsibility determinations; and ensuring data quality.

» Exercise greater control in managing the warrant program and cure inadequate
management oversight of the contracting activities and weak accountability
structures. }

+ Improve management of the acquisition workforce by developing and
implementing tools such as: Workload Assessments, Human Capita! Strategic
Plans, Succession Plans and meaningful Performance Plans,

« Clarify roles and responsibilities of acquisition workforce and the management
chain of command.

22) The |G recommended that GSA determine whether it can recover funds
from Royal Productions, based on the fact that GSA included the cost of
rooms for the contractor's employees in the contract price and then
provided free rooms to the contractor. The IG also recommended
determining whether GSA can recover other funds improperly paid, such
as meals for non-employees.

a) Has GSA initiated action to recover these funds?

b} Beyond the April 13 letters to recover WRC funds for in-room parties
from Mr. Bob Peck, Mr. Robert Shepard, and Mr. Jeff Neely, what other
efforts are planned or being pursued now to recover any other
impermissible WRC-related costs?

14
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Yes, GSA sought and received repayment from Royal Productions for the overpayment
of travel costs. On April 17, 2012, Royal Productions issued a check for $1,962.00.
GSA has also followed up on the April 13, 2012, letters to Mr. Peck, Mr. Shepard

and Mr. Neely with formal demand letters dated May 11, 2012, for payment of the costs
of the in-room parties. Mr, Shepard repaid the amount demanded of him, $522.90, on
May 24, 2012, Mr. Peck repaid the amount demanded of him, $1,860.00 on June 13,
2012, GSA also withheld $2,717.09 from Jeff Neely's final lump sum annual leave
payment. In addition, GSA continues to review invoices related to the WRC and is
preparing to request repayment for the costs of meals for non-employees. GSA will
also consider disciplinary action where appropriate.

23) GSA contracting officers appear to have repeatedly failed to compete
contracts awarded to MVP/Deltad, the teambuilding vendor used at the
WRC. Between April 2009 and December 2010, MVP/Deltad received PBS
contracts valued at $288,530 where there was no evidence of competition
on file. Based on comments from the IG's interviews with employees, it
appears MVP/Delta 4 may have had a favored relationship with Region 9. In
addition, based on a review of MVP/Deltad's profit and loss by job
statement for the one day teambuilding exercise contract (valued at
$75,000) for the WRC, they appear to have realized an excessive profit of 28
percent for this contract.

a) What, if anything, is GSA doing to review past and current awards to this
vendor for any impropricties?

Unlike Royal Productions, OIG did not make specific recommendations concerning
MVP/Deita4. GSA is not aware of what activity the OIG may be engaged in relating fo
this vendor, GSA’s PBS Procurement Office and OGC are reviewing awards to this
vendor between 2008 and 2011. .

b} What is GSA doing to emphasize the importance of competition in
contracting with regional contracting staff?

This issue is also included in the top-to-bottom review. GSA plans to enhance its
education of the acquisition workforce about the importance of competition. Efforts
will include seminars conducted at regional locations during PMR site visits,. GSA
will establish a procurement competition performance measure, which will be
tracked quarterly on a regional basis to place an agency-wide emphasis on the
importance of competition.

24) Please provide a copy of GSA’s policy on its contract officer warrant program.
GSA's current policies with respect to the officer warrant program are aitached as

Attachments I-N,

15
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25) The IG's WRC investigation suggests that there have been instances at GSA
where individuals signed agreements above their warrant authority.

a) How are contract officer warrants monitored and managed today?

The Warrant Process is managed by Heads of Contracting Activities (HCA) through the
Contracting Officers’ Warrant Boards. Each board reviews and ultimately selects
contracting officers, in accordance with GSA policy. Each board is charged to keep and
maintain an updated Contracting Officers warrant log that contains appropriate files on
all current and active Contracting Officers. However, the warranting boards’ process
has been unevenly implemented throughout the regions. GSA plans to strengthen its
oversight of boards and to promote consistency in application of standards and
adherence to processes. This issue is also being considered as part of the top-to-
bottom review process,

OGP requests quarterly reports based on the warrant logs and conducts periodic
reviews of warrant files to ensure compliance with corresponding policy.

b) Who is responsible for monitoring and managing contract officer warrants?

Contracting warrants are monitored and managed by the Heads of Contracting Activity
(HCA) and their designees, which are typically Regional Procurement Officers (RPO).
Each HCA is responsible for oversight of all personnel and acquisition transactions
executed under their delegated warrant authority, At the regional level, Regional
Commissioners serve as the HCA,

26) How many warranted contracting officers are in each GSA region?
a) Of these contracting officers, how many work for PB5?
b) How many work for FAS?

FAS PBS Total
Region 1 5 47 52
Region 2 32 140 172
Region 3 74 115 189
Region 4 55 96 151
Region 5 14 173|187
| Region 6 ) 89 81 1160
Region 7 126 115 241
Region 8 16 77 a3
Region 9 72 134 206
Region 10 41 38 79
Region 11 16 98 114
FAS and PBS Central Office 319 14 333
GSA Headquarters Contracting Division N/A N/A 15
Total 869 1108 1992
16
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27) What are GSA's certification requirements for contracting officers, and
what are the requirements for continuing education of contracting officers,

once certified?

The table below outiines the experience, trammg and continued education

requirements of contracting officers.

Education Experience Training FAC-
C
Level
High School Diploma Atleast 1 year | CON 237 nfa
of current G8A Purchase Card
(within the fast | Training
3 years)
purchasing/
contracting
experience,
4-year course of study leading{o | Atleast 1 year | Core Courses Level
a bachelor’s degree of contracting | CON 100 i
OR experience. CON 110
At least 24 semester hours from CON 111
among the following disciplines: CON 112
accounting, business, finance, CON 120
law, contracts, purchasing, {or
economics, industrial equivalents/predecessors)
management, marketing,
quantitative methods, or 1 Elective
organization and management.
80 CLPs every 2 years
4-year course of study leading to | Atleast2 Core Courses Level
a bachelor's degree years of All Level | Training 1l
OR contracting
At least 24 semester hours from experience. CON 214
among the following disciplines: CON 215
accounting, business, finance, CON 218
law, contracts, purchasing, CON 217
economics, industrial CON218
management, marketing, (or equivalents/
quantitative methods, or predecessors)
organization and management.
2 Electives
80 CLPs every 2 years
4.year course of study leading to | Atleast 4 Core Courses Level
a bachelor's degree OR is years of All Level | and It Training | Il
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supplemented with at least 24 contracting

semester hours from among the | experience. CON 353

following disciplines: accounting, {or equivalents/
business, finance, law, contracts, predecessors)
purchasing, economics, industrial

management, marketing, . 2 Electives.
quantitative methods, or

organization and management. 80 CLPs every 2 years

28) We understand that GSA awarded a contract to Royal Productions in the
amount of $58,000 for audio-visual services at the WRC. Contracts of this
size are reserved for small businesses, but Royal Productions is not
considered a small business. What training do GSA contracting officers
undergo on small business contracting rules?

G8A contract specialists are required to complete a rigorous curriculum of training to
prepare them for delegation of contracting authority. This includes training on small
business contracting rules. Contracting specialists must successfully complete
specified courses as well as continuous training throughout their career with GSA.

Specified training on small business contracting rules includes:

* & & &

CON 100: Shaping Smart Business Arrangements
CON 112. Mission Performance Assessment

CON 214: Business Decisions for Contracting

CON 217. Cost Analysis and Negotiating Technigues

Contract specialists and contracting officers also receive training on small business
contracting rules from the Small Business Administration (SBA) and the GSA Office of
Small Business Utilization (OSBU).

Courses and presentations offered by OSBU in FY 2011 and FY 2012 have included:

. 2 ¢ o

18

Electronic Subcontracting Reporting System (eSRS) Training, covering individual
subcontracting reports and summary subcontracting reports;

Small Business Program Parity: Where Do We Go From Here?

Women Owned Small Business New Initiative—covering subcontracting for the
prime contractor and the contracting officer '

Overview of Small Business Programs and Contracting with Service-Disabled
Veteran-Owned Small Business (SDV0OSB)

Update on the Small Business Jobs Act

Understanding the GSA Mentor-Protégé Program

Understanding the Non-Manufacturer Rule

SDVOSB Training

Woman-Owned Small Business Program Training (in partnership with SBA)
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In addition to these training offerings and presentations, GSA's OSBU is working to
enhance its internal website to include more guldance and resource materials on
training, online discussions, and collaboration events. The issue of training and i
guidance provided to contracting officers is also being considered as part of the top-to-
bottom review.

29) What role does the GSA Chief Acquisition Officer (CAQ) play in carrying
out GSA's programs? The Services Acquisition Reform Act requires that
each agency CAO "shall have acquisition management as that official’s
primary duty.” (41 U.8.C. § 414) It is our understanding that in recent
years, the individual designated as the CAQO has also served in other
positions, such as Associate Administrator for the Office of
Govemmentwide Policy, White House Liaison, and Chief of Staff. Given
that acquisition is integral to GSA's mission, how is it possible for an
individual to fulfill the statutory duties of a CAO while also serving in other
positions? .

The GSA Chief Acguisition Officer (CAOQ) fulfills the duties outlined in the Services
Acquisition Reform Act (SARA). Since the enactment of SARA, GSA has always and
will continue to take very seriously the need for a dedicated and qualified CAQ. At the
present time, GSA has an Acting CAO who reports directly to the Acting Administrator.

In addition, in order to support the important duties of the CAO, GSA has a Senior
Procurement Executive, (a full-time caresr Senior Executive Service position) who
serves as the Deputy CAO.

30} Under what circumstances, if any, does GSA’s Office of General
Counsel review a contract?

GSA's Office of General Counse! reviews various contracting actions as provided by the
Federal Acquisition Regulation, the General Services Acquisition Manual, GSA's Legal
Services Order, and other internal agency policies. Part 507,104 of the General
Services Acquisition Manual requires consuitation with OGC on acquisition plans over
$20 million, and otherwise on an as-needed basis. GSA’s Legal Review Order does not
specifically require OGC review of contracts, but does encourage legal review "where
the exercise of sound business judgment suggests that consultation with counsel is
appropriate.” It should be noted that GSA's Legal Review Order is currently under
revision, and OGC's role in reviewing contracts will be revisited as part of that review,

OGC regularly provides review of contract actions, both pre-award as well as on-going
review of procurement actions, as requested by clients. Regarding proposed contract
awards, with respect to assisted acquisitions conducted by the FAS, pursuant to FAS
policy, generally speaking legal review is conducted for the following:

« New contract awards above $5 million;

19
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« Actions that will result in the award of blanket purchase agreements (BPAs) valued
above 38 million against GSA Schedules;

+ Actions that will result in the issuance of a task/delivery order that contains leasing
provisions, regardless of dollar value; and .

- Actions that will result in the issuance of a task order/delivery order under existing
contract vehicles (i.e., Governmentwide Acquisition Contracts (GWACSs), multiple award
indefinite delivery, indefinite quantity contracts (MAIDIQs), and GSA Schedules) valued
above $5 million.

In addition, GSA's Office of General Counsel reviews various other proposed contract
awards as GSA contracting personnel regularly request assistance from OGC, even
when not required to do so.

31) Do you believe that contracting officers should be independent of the
control of program officials?

Yes. The vast majority of GSA Acquisition Activities are organized to operate
independently of program officials. Pursuant to the fop-to-bottom review, in the coming
months, GSA will consider ensuring that acquisition organizations not currently
structured in this way make the transition to a central group that is independent of the
program office.

32) What Is the role of the regional procurement officers?
a) Are there regional procurement officers in place for each GSA region?

Yes, Regional Procurement Officers (RPOs) typically serve as the primary point of
contact for the PBS Office of Acquisition Management within each of eleven regions.
RPOs provide regional pragram management—overseeing capacity planning by
identifying training needs; reviewing warrant requirements (number and level); engaging
in succession planning; providing technical reviews; preparing, executing, and following
through on Procurement Management Reviews results and recommendations
performed by the Chief Acquisition Officer; collaborating on PBS acqguisition policies,
changes, and challenges,; sharing best practices; and providing acquisition leadership
within the PBS acquisition community. )

b) Do they report to the Regional Administrator or a senior procurement
official at headquarters? ’

RPOs are part of the regional acquisition management divisions. Acquisition

management divisions report to their respective Heads of Contracting Activity—the
PBS Regional Commissioner.
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Relocation Expenses

33) The IG's investigative record includes comments from a GSA employee that
relocation costs in Region 9 over the last few years were "crazy” and
“"astronomical.” As an example, the employee cited GSA's payment
0f$330,000 to relocate an employee from Denver to Hawaii who reportedly
only stayed at GSA for one year. We understand that you have begun a
review of employee relocations at government expense.

a) What is the scope of this review?

b} Does the review include all GSA regions?

¢} When will this review be complete?

d) We understand that all future relocations will be approved centrally by
the Chief People Officer and the Chief Financlal Officer. Has this central
approval process been implemented? If not, when do you expect it will
be implemented?

Effective on May 10, 2012, approvals for relocation payments have changed. As a
result, both the CFQ and the CPO must approve any request for relocation. As part of
the top-to-bottom review, all of GSA’s practices with respect to relocation program are
being evaluated (Attachment O).

Purchase and Travel Cards

34) A number of instances of misuse of government purchase cards in Region 8
have come to light- an issue that is of particular concern because GSA is the
agency that administers the purchase card program across the federal
government. Most notably, Mr. Neely's deputy, Daniel Voll, pleaded guiity in
April 2010 for embezziement through fraudulent use of his government
purchase card for personal use. In addition, the IG's review of the Region 8
employee awards "Hats Off program found that two employees improperly
allowed others to use their cards and they misused their cards by splitting
purchases to avoid the cardholder purchase limits.

a} What actions, if any, do you plan to take to ensure employees properly
use their government purchase cards?

This is among the issues that will be included in the GSA top-to-bottom review that is
underway. GSA currently takes the following actions to ensure employees properly use
the purchase card and has further plans to reduce risk associated with improper use.
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Training

Prospective cardholders and their approving officials must complete purchase card
training prior to assuming purchase card responsibilities. This training explains the
responsibilities of those involved in GSA's purchase card program, proper use of the
purchase card, maintenance of records, management of transactions, and
establishment and update of purchase card accounts.. GSA purchase card coordinators
verify the successful completion of training prior to issuing a card.

Reduction of Purchase Cardholders

The number of micro-purchase cardholders needs to be reduced across GSA inrorder to
improve internal controls, improve the efficiency and integrity of the charge card
program and reduce the risk of charge card misuse or abuse, and fraud. Each GSA
office will be directed to close card accounts that are not needed and consolidate
activity across offices and regions to reduce the total number of micro-purchase
cardholders. .

MasterCard Expert Monitoring System

The Office of Administrative Services is planning to implement MasterCard’s Expert
Monitoring System (EMS) beginning in FY 2013, EMS provides a value added service
from the GSA SmartPay 2 contract. EMS is robust data mining and reporting tool that
will enable GSA to more closely monitor charge card transactions. Itis a
comprehensive and flexible solution that has the capability to monitor and control risks
associated with card spending, fraud, waste, and abuse, and identify and flag unusual
spending patterns, including potential split disbursement transactions. EMS also
provides tracking tools to document results of investigations.

b) Are there audit processes in place to protect against purchase card
abuses?

GSA currently has the following audit processes in place to protect against purchase
card abuse.

« Designated approving officials over purchase cards - All GSA purchase
cardholders must be under the oversight of a current approving official.

Purchase cards for cardhoiders that do not have an active approving official are
suspended.

« inactive cards - The OAS creates a semi-annual report which lists all inactive
cardholder accounts (accounts with no activity in the preceding 12 months). The
program offices are directed to close any account that is no longer needed.

GSA has effectively reduced the number of purchase cardholders by 14% from
FY 2008 to FY 2011 and has plans to further reduce the number of cardholders
as stated in our response above.

« Questionable Charges Report - This monthly report fists all transactions that
have been flagged as questionable and require further review. The report is
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distributed to senior managers within GSA. Within 30 days, program offices
must review all cardholders' questionable charges and respond with an
explanation of all charges and findings of inappropriate use to OAS. If
inappropriate use is discovered, management officials must counsel the
employee and/or take disciplinary action in consultation with their servicing
human resources office. The cardholder’s approving official must immediately
notify histher charge card coordinator and the Office of Inspector General
concerning any fraud, misuse or abuse of the charge card. Charge card
coordinators must monitor the resolution of charges and maintain documentation
for audit and review purposes.

Pegasys Monthly Charge Card Transaction Report - This monthly report is
emailed to each Approving Official at month end and contains transaction details
for all cardholders under the approving official’s control. Approving officials must
review all tfransactions in the report and take appropriate follow-up action on any
unauthorized charges. The approving official must electronically certify on a
monthly basis that they have reviewed all charges.

impending Suspensions Report - This monthly report contains the names of
approving officials that have not reviewed and certified their monthly transaction
staternents for any 3-month period. Approving officials have 10 days to certify
their review of transactions or the spending authority for their cardhoiders will be
suspended. The suspension remains in effect until the approving official has
certified the reports. '

Merchant description flagging - The Office of Administrative Services uses data
mining to identify questionable charges using attributes such as:

Merchant descriptions
Merchant category codes
Weekend transactions
Taxes .
o Transactions not delineated in U.S. dollars
Merchant category code blocking - GSA blocks certain Merchant Category
Codes. Blocking these codes prevents purchase cards from being used at
businesses that are not consistent with GSA's mission.

o O 0 O

A123 reviews - The Office of the Chief Financial Officer conducts A123 reviews
of the purchase card program and performs tests of controls for the cardholder
approval and training process, inactive cards, validity of transactions, resolution
of questionable charges, and proper use of convenience checks.

Office of Inspector General reviews - GSA's Office of Inspector General has been

provided with direct access to all purchase card information and performs
monthly data mining on purchase card transactions. [n addition, the Office of
inspector General reviews fransactions on the monthly Questionable Charges
Report for the purchase card program.
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35) Please provide to the Committee GSA's written policies and procedures
implementing Appendix B of OMB Circular A-123, as updated on January
15, 2009, which prescribes measures for agencies to take to reduce waste,
fraud and error in government charge card programs.

The GSA Order, CFO 4200.1A, Use of the GSA Purchase Card (Attachment F),
provides guidance on the proper use of the GSA purchase card to comply with laws,
regulations, and GSA policy, :

In addition, GSA’s Charge Card Management Plan (Attachment G) outiines policies and
procedures within the GSA that are critical to the management of the purchase and
travel charge card programs, in order to ensure that a system of internal controls is
followed and to mitigate the potential for fraud, misuse, and delinquency

36) Is GSA in compliance with the training requirements of Circular A-123
{requiring initial training for all purchase card holders and program
managers, as well as refresher training, at a minimum, every three
years)?

Yes, GSA requires initial and mandatory training. The training covers basic Federal
procurement laws and regulations, purchase card policies and procedures, and proper
use of the card and convenience checks. All program participants are required to
complete initial and refresher training, including Agency/Organization Program
Coordinators, Regional Coordinators, program managers, and billing officials.
Refresher training is required every two years. GSA completed its most recent refresher
training in February 2012.

37) What is the current overall ratio of approving officials to purchase card
holders within GSA?

The current overall ratio is 1 approving official to 2 cardholders.

a) What is the ratio of approving officials to purchase card holders in PBS?
The rétio of approving officials to purchase cardholders for PBS is 1 to 3.

b) What is the ratio 6f approving officials to purchase card holders in FAS?
The ratio of approving officials to purchase cardholders for FAS is 1 to 2. GSA's
purchase card policy, CFO 4200.1A, Use of the GSA Purchase Card, states that each

approving official is limited to no more than six cardholders to ensure a proper span of
control. :

24
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38) How many personnel actions has GSA taken in each of the last five
years for violations of purchase and travel card rules?

Administrative and/or disciplinary Actions Taken for Card Misuse

YEAR PURCHASE ' TRAVEL
2007 1 18

2008 1 18

2009 0 16
2010 0 23

2011 0 7

Disciplinary Actions

39) Please provide the Committee with a detailed description of ali disciplinary
actions initiated against agency personnel for violations of federal laws or
regulations or agency policies, in connection with the 2010 WRC, in
answering this question, please construe the term "disciplinary action”
broadly, to include any formal or informal actions taken by GSA in response
to an incident of improper, inappropriate, or illegal behavior. With respect to
each action, please detail the cause for the disciplinary action, the position
and title of those involved, when the events at issue occurred, the specific
disciplinary action taken, and the outcome of the action. if any :
investigations against additional individuals are ongoeing, please indicate
this as well. '

Disciplinary actions have been taken or are in process with respect to a number of GSA
employees in connection with the 2010 Western Regions Conference (WRC), Because
some of the specific information in this answer is subject to Privacy Act protection and is
provided to the Commitiee under a Privacy Act exemption applicable only to
Congressional committees and subcommittees, we request that it not be further
disseminated. :

On April 2, 2012, the same date that the 1G report on the 2010 WRC was reieased, then-

GSA Administrator Martha Johnson dismissed Robert Peck, commissioner of the GSA's
Public Building Service, and Stephen Leeds, senior counselor to Ms. Johnson, Because
both Mr. Leeds and Mr. Peck were political appointees, their dismissal was immediate
and was sffective on April 3. The dismissals were based on the Office of Inspector
General (OIG) Draft Management Deficiency Report on the 2010 Western Regions
Conference; further information would be available from Ms. Johnson. In addition, ina
letter of April 13, 2012, GSA requested repayment by Mr. Peck of. $1960, and a formal
demand for repayment was issued on May 11, 2012. GSA received payment from Mr,
Peck in the amount of $1860.00 on June 13, 2012, ‘

Even as large amounts of information were provided by the OIG pursuant to its final
report, action was initiated with respect to a number of career GSA employees with

25
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respect to the 2010 WRC. Under federal law, career federal employees cannot be
immediately fired, but are entitled by law to at least 30 days advance notice and an
opportunity to contest the charges against them. 5 U.8.C. § 7513(b). GSA provided
notice on April 20 proposing to remove five employees for misconduct: Jeff Neely, Paul

Prouty, Robin Graf, Jim Weller, andm. A similar notice proposing removal for
misconduct was provided on April 26 1o four additional employees: Robert Shepard,

John Tate,m andm. (The titles of each of these individuals
are listed below). kach ¢f these individuals had been placed on administrative leave by

April 11

With respect to Mr. Neely, an initial notice was issued to him on April 2, with an
amended notice issued on April 20. The grounds included misuse of government
property; misuse of authority; improper use of government funds; making false
statements to special agents of the Office of Inspector General during an official matter;
and being absent without leave when he failed to appear at a Congressional hearing on
April 17. The grounds cited in the notices issued to other employees ranged from
conduct unbecoming a federal employee to sharing bid information with other bidders,
all in connection with the 2010 WRC.

With respect to four of the employees that GSA has proposed to remove (Prouty,
Weller.ﬁ, and , Written and/or oral responses to the proposed actions have
been submitted and are being reviewed by the deciding officials along with other
relevant materia!s.q has received a decision removing JJjjj for misconduct,
and other decisions are expected shortly. Rather than attempting to contest the
charges, four employees (Neely, Shepard, Tate, and ) have retired as of May
15, Mr. Graf retired on May 24 and GSA rescinded his notice. In addition, GSA issued
on May 11 formal demands, pursuant to 41 CFR Parts 105-55 and 105-56, to Mr. Neely
and Mr. Shepard for repayment of over $3,600. This followed initial requests for
repayment on April 13. Mr. Shepard repaid $922.90, the amount specified in the
demand letter to him, on May 24, 2012. GSA will withhold $3,129.47, the amount of the
two debts assessed against him, from Mr. Neely's final pay. Former employees like Mr,
Neely can also be debarred from participation in federal contracts and grants pursuant
to a referral from the Inspector General, and we understand that such action is under
consideration at least as to him. In addition, as the Inspector General has testified, Mr.
Neely has been referred to the Department of Justice for possible prosecuiion.

PBS Deputy Commissioner David Foley was suspended for 15 calendar days without
pay, beginning on May 14, and returned to duty as Deputy Commissioner on May 28.
Mr. Foley had been placed on administrative leave oo April 6. The suspension was

based on conduct unbecoming a federal employee in connection with the 2010 WRC.

Notices of proposed suspension were issued to six other GSA employees in connection
with the 2010 WRC on May 2 and 3. The names and titles of these employees are listed
below. The suspensions were based on conduct unbecoming a federal employee in
connection with the 2010 WRC.

Finally, four letters of admonishment have been issued to GSA employees in
connection with the 2010 WRC conference for exercising poor judgment in the oversight

26
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planning of the 2010 WRC, The admonishments were issued on April 2 and prior to the
issuance of the QIG Report, and the names and titles of these employees are listed
below.

GSA emplovees who GSA proposed to remove for misconduct in connection with 2010

WRC

Jeff Neely Region 8 Regional Commissioner, PBS (rescmded) due to
retirement
Paul Prouty Region 8 Regional Commissioner, PBS
Robin Graf Acting Region 10 Administrator {rescinded) due to retirement
Jim Weller Reglon 7 Regional Commissioner, PBS
obert Shepard eglon rescinded) due to retirement -
John Tate Region 9 Deputy Commlss;oner rescmded) due to retirement

GSA employees who were issued proposed suspensions by GSA in connection with
2010 WRC

l-—

GSA employees who recelved letters of admonishment in connection with 2019 WRC

Susan Damour Regicnal Administrator, Region 8 — Issued on April 2, 2012,
J.D. Salinas Regional Administrator, Region 7 — Issued on April 2, 2012
George Northeroft  Regional Administrator, Region 10 — Issued on April 2, 2012

40) We understand that approximately 50 people involved in the planning
of WRC received bonus awards totaling $35,500. Among those who
reportedly received bonuses are several WRC core planning team
members who are now subject to disciplinary action.

a) Please provide the position and title for the approving official for each of
the bonuses.

Mr. Robert L. Shepard, Organizational Rescurces Program Manager approved their
bonuses. Please see response to question 39,

27
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b) Was WRC planning a partial basis, or the sole basis, for these bonuses?
According to the documents from the approving official it was the sole basis.

¢} Are there are plans to review any of these bonuses in light of the findings
of the IG’s investigation?

As stated in response to question 39, disciplinary action has been undertaken with
respect to employees who received and authorized such bonuses. .

d) What steps are you taking to ensure that GSA's awards programs are
fair and consistent with statutory requirements and regulations on
awards issued by the Office of Personnel Management?

GSA awards program will be reviewed as part of the top-to-boﬁom_review.

Overall Cultural Issues

41) We often hear that GSA cornisiders itself different from other agencies
because, although part of its budget is appropriated, much of its operating
budget comes from fees other federal agencies pay to GSA out of their own
appropriated accounts in exchange for services GSA provides. GSA's
employees, therefore, may be less conscious of budget constraints than
agencies that rely on appropriations. What will you do to instill in the
mindset of GSA employees that they are first and foremost the stewards of
taxpayer dollars, whether that money comes directly to GSA or passes
initially through other agencies?

As the agency responsible for delivering savings and driving value across the federal
government, GSA has a unigue responsibility to ensure that other agencies and the
American public are confident that we are working difigently and responsibly on their

behalf. It is a responsibility that the overwhelming majority of GSA employees hold dear.

Indeed, nobody was more outraged by the misconduct and irresponsibility detailed in
the |G report than the hardworking and diligent staff at GSA. In the short time since my
appointment, | have reached out to all GSA employees through video messages,
memoranda, virtual town halls, electronic and live discussions, and other means to
emphasize these points and to further drive home to employees that GSA is the
"government savings agency” that should continually work to save taxpayer dollars. In

addition, | initiated a top-to-bottom review of all agency operations, as discussed above.

In the course of that review, | intend to reiterate to employees that while their
customers are other federal agencies, their employers are the American taxpayers.

28

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00123 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.093



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

120

: : y -
Wnmted Dtates Denate
COMWMITTEE ON
HOMELAND SECURITY AND GOVERNMENTAL AFFAIRS
WASHINGTON, DG 20510-6250

George E. Northcroft

Acting Regional Administrator, Region 10
General Services Administration

400 15th Street SW #10A

Auburn, WA 98001

May 17, 2012
Dear Acting Administrator Northeroft:

We are writing to follow up on a number of concerns that have been raised by the
Inspector General’s Management Deficiency Report on the 2010 Western Regions Conference
(April 2, 2012). As you know, the IG uncovered numerous violations of contracting regulations
and policies and the Federal Travel Regulation, as well as purchase card irregularities, by
General Services Administration (GSA) employees. The waste, excessive spending, and
possible fraud uncovered as a result of this investigation and continuing investigations cause us
grave concern. These issues are even more troubling given GSA’s unique and lead role in
contracting and management of travel and conference planning.

In light of the array of problems uncovered by the WRC investigation, we seek to
understand whether there is a wider problem at GSA. We are encouraged by Acting
Administrator Tangherlini’s leadership and aggressive actions to right the ship at the national
level. We also appreciate that there are many GSA employces across the country at all levels of
the GSA organization who take their responsibility to be good stewards of taxpayer money very
seriously. Indeed, we understand from the 1G that numerous GSA employees have stepped
forward in the aftermath of the WRC investigation to report abuses to the G hotline and we
applaud and encourage these actions.

To help inform our assessment, please provide the information requested below about
activities in your region by June 1, 2012,

1. What was the overall budget for your regional office for each of fiscal years 2008 -
20127

1S

What was the total amount spent on travel by your regional office for each of fiscal years
2008 - 20127
a. Who manages the travel budget in your region, including approving expenditures
and ensuring the budget is not exceeded? Please provide this individual’s official
title.
b. To whom does this person report? Please provide this individual's official title.
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What steps do you take to ensure that travel taken by employees in your region is
consistent with the Federal Travel Regulation?
Under what circumstances, if any, does headquarters approve travel expenditures

for your region?

3. For each conference or meeting in which your region incurred total travel and other costs
in excess of $10,000 during fiscal years 2008 — 2012, please provide:

a.

b.
c.

d.

a description of the conference or meeting, including the title, if any, and the
purpose of the conference or meeting;

the location of the conference or meeting;

the number of employees from your region that attended the conference or
meeting; and

the total amount spent by the region on the conference or meeting, including
associated travel, catering, and other contract costs.

4. For each conference or meeting identified in response to question 3 that was sponsored
by your region, in whole or in part, please —

a.

list any vendor contracts related to the conference or meeting that were made
through sole source awards and indicate the dollar value of each such contract;
and

indicate the number of preparatory trips taken, if any, before the conference or
meeting (e.g., to scout locations), the number of employees on each such trip, and
the associated travel and catering costs for each such trip.

5. What is tota} amount of GSA funds obligated by contract in your region during each of
Fiscal Years 2008-2012?

a.
b.

o

g

je

How much of this contract spending relates to conferences?

How much of this contract spending relates to overhead and administration for
your region {rather than the programmatic mission)?

Does your regional office have a regional procurement officer?

If the answer to question Sc is “yes.” to whom does the regional procurement
officer report?

If the answer to question 5¢ is “yes,” does the regional procurement officer have a
direct reporting relationship to anyone at GSA headquarters?

How many contracting officers are there in your region?

Who in your regional office manages contract warrants?

To whom do the contracting officers in your region report?

Is the person to whom the contracting officers in your region report a program
manager or a procurement official?

Who in your region oversees contract officer training and certifications?

6. For Fiscal Years 2008-2012, did your region host any function or event in which awards
were distributed and catering costs exceeded $2,000?

a.

For each of these events, please provide the date of the event, a description of the
awards given, the cost of the awarded items, and the amount spent on catering and
commemorative items (such as coins or plaques),
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7. How many individuals in your region are authorized purchase card holders?
a. s training up to date and complete for each cardholder?
b. How often are purchase card expenses audited in your region?
¢. Who conducts audits of purchase card expenditures?

We appreciate your prompt attention to this information request and look forward to your
timely response. If you have any questions, please contact us or have your staff contact Jon
Kraden on the majority staff at (202) 224-2627 or Jonathan_ Kradenirhseac.senate.gov or Julie
Dunne on minority staff at (202) 228-3141 or Julie_dunne/chsgac.senate.gov.

Sincerely,
Joseph 1. Lieberman Susan M. Collins
Chairman ) Ranking Member
3
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GSA Deputy Administrator

August 16, 2012

The Honorable Joseph Licberman

Chair, Committee on Homeland Security
and Government Affairs

United States Senate

Washingtor, DC 20510

Dear Chairman Lieberman;

Thank you for your fetter dated May 17, 2012, which you directed to each of the Regional
Administrators of the U.S, General Services Administration (GSA) seeking region specific
information

Each of the 11 Regions within GSA is comprised of three different organizational divisions which
operate with separate budgets and with separate reporting structures. The three divisions are a
regional Federal Acquisition Service component, a regional Public Buildings Service
component, and a Regional Administrator's Office

Since these three components essentially operate separately, GSA has centrally compiled the
requested information and shared the data findings with each of the Regional Administrators
{Enclosure L)

We hope that we have conveyed GSA’s sincere efforts to be responsive and transparent. GSA
looks forward to continuing to work with the Committee as the ageicy undergoes a top-to-
bottom review

Acting Administrator Uan Tangherlini looks forward to updating the Committee on his
recommended reforms of the agency in September. Thank you for your continued interest in
GSA on behalf of the American taxpayers. If you have any questions, please do not hesitate to
contact Rodney Emery, Associate Administrator for Congressional and Intergovernmental
Affairs at (202) 501-0563.

Sincerely, ,
/;Z -

Susan F. Brita

Deputy Administrator

Enclosures (13)

eneral Services Adiministration
svest, NE
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GSA

April 15,2012

Memorandum for All Employees

From: Dan Tangherlini@/’——

Acting Administrator

Enclosore D

U. S. General Services Administration

Subject: Restrictions on Travel and Conferences for FY 2012

Travel and Training

From now until the end of the fiscal year, all travel for internal GSA meetings, training, conferences,
seminars, leadership er management events, etc., whether paid for by the Government or another entity

is suspended unless exempted by one of the following sections:

Travel is permitted for approved conferences for external audiences pursuant to the section below. Travel
is also permitted to perform GSA’s essential mission functions, such as to work with other agencies or
customers of GSA, conduct litigation, perform program performance reviews or andits (such as A123),
property auctions or building inspections, or other similar operation-related work, Only travelers
essential, as determined by management, to the performance of the relevant function are permitted to

travel.

Travel for routine management meetings that require in-person presence, after other options such as video
teleconferencing are considered, may occur upon waiver of this policy by the Acting Administrator or

Deputy Administrator,

Travel for training will be limited to essential job related skills and development and consistent with

approved individual development plans (IDPs).

Conferences for External Audiences

During this period of hiatus, conferences with the primary purpose of expanding or advancing the services
of GSA, GSA’s eustomers, client-related or project-related functions may be permitted to go forward after
an approved business justification and conference budget. These conferences must be approved by the
Head of Service or Staff Office, Regional Administrator, and the Chief Administrative Services Officer
and the Chief Financial Officer before any procurement activity takes place or cost is incurred by the

organization sponsoring the event.

For the purpose of this memorandum, a conference is a symposium, seminar, workshop, or other
organized or formal meeting lasting portions of one or more days, where people assemble to exchange
information and views or explore or clarify a defined subject, problem or area of knowledge.
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MEMORANDUM
DATE: APRIL 27, 2012
TO! HEADS OF SERVICES AND STAFF OFFICES AND

REGIONAL ADMINISTRATORS
FROM: CYNTHIA A. METZLER,

CHIEF ADMINSTRATIVE SERVICES OFFICER (H)

SUBJECT: CLARIFICATION ON APRIL 15, 2012 TRAVEL, TRAINING

AND CONFERENCES

This memorandum provides additional guidance regarding the implementation of the
Acting Administrator Dan Tangherlini's memorandum dated April 15, 2012, regarding
restrictions on travel and conferences for FY 2012. A number of questions have arisen
regarding who is responsible for approvals for travel, training and conferences.

Hopefully, this memorandum will provide some clarification.

All GSA leaders are responsible for ensuring that the mission of GSA is carried out in
the most effective and efficient manner, as well as ensuring that all of our policies and
rules are followed. It is especially important that we be prudent in our use of resources.
As we move forward, please keep the following in mind in considering or approving

travel;

« Travel for meetings should be authorized only when aiternatives to travel such as
video-conferencing, teleconferencing, and webinars have been considered and

determined to be unavailable or impractical.

s Al travel must be limited to the minimum number of individuals necessary to

carry out the task.

« |f travel fo a conference is involved (whether hosted by GSA or another entity)

attendance must meet the following criteria:

v Having planned meetings with GSA customers, the public or vendors;
v Working as GSA operational support for the conference;

v Providing training or speaking related to GSA mission;

v Fulfilling legitimate training requirements per their job functions (as per

individual development plans, etc.)

* Attendance must be limited to the amount of time required to carry out any

required activity.

» Costs must be kept to a minimum and all per diem, ethics and other policies must

be strictly adhered to.

In order to ensure that all travel is appropriate, we strongly recommend that Heads
of Services and Staff Offices (HSSOs) and Regional Administrators (RAs) rescind
open authorization travel approvals for the remainder of the fiscal year and approve

1
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travel on a trip-by-trip basis, or ensure that each employee has a travel plan that
reflects the April 15, 2012, policies. The E2 system will then require approval before
travel can be booked.

The following clarifies who must approve the various types of activity.

A.  Authorization by the HSSO and/or RA

1. Training. Training which requires travel may occur if the training is not
available in any other way and is essential to job related skills and
development and consistent with approved individual development plans as
reflected in employee training plans that have been approved by the HSSO or
RA and the RA or HSSO must approve any such training occurring after April
15, 2012. Questions regarding training should be addressed to the Chief
People Officer (CPO).

2. Business travel directly related to the work of GSA. Business travel to meet
the day-to-day business needs of GSA’s mission must be approved by the
HSSO or RA. Regional staff must obtain the approval of the RA, after other
appropriate approvals from the Regional Commissioners in consultation with
the Commissioner. The mission related travel is travel that is necessary to
carry out essential functions of the organization; it does not include routine
management meetings. The HSSO or RA determines whether the travel is
related to the mission.

B. Approval by the Office of Administrative Services (OAS)

Conferences and award ceremonies with food that involve travel must be
approved as outlined in ADM IL-12-01 dated April 15, 2012. This includes events
hosted by others where GSA plays a role such as hosting an event or a booth.
Conferences that are sponsored or held by regional office staff in the Public
Buildings Service (PBS) and the Federal Acquisition Service (FAS) require the
concurrence of the RA and relevant FAS or PBS Commissioner prior to
submission to OAS. Requests for approval must be submitted using
Attachment A or B as appropriate.

C. Waiver by the Administrator or Deputy Administrator

Hosting a management meeting that requires travel. Holding or hosting an
internal management meeting where travel is required requires a waiver by the
Administrator, Deputy Administrator or their designee, before any travel can take
place. Requests for waivers must be submitted using Attachment C or other
electronic tool developed by the OAS.

All forms are available on GSA InSite, Travel and Relocation tab. Forms should
be submitted to: travel-event-approval-requests@gsa.gov.

2
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Enclosore

MEMORANDUM
DATE: JUNE 14, 2012
TO: HEADS OF SERVICES AND STAFF OFFICES AND

REGIONAL ADMINISTRATORS

FROM: CYNTHIA A. METZLER
CHIEF ADMINISTRATIVE SERVICES OFFICER

SUBJECT: TRAVEL AND CONFERENCE CLARRIFICATION |i

As you know, on April 15, 2012 Acting Administrator Tangherlini restricted trave! for the
remainder of FY 2012. On April 15, 2012 Instructional Letter (ADM iL.-12-01) was
issued on Management and Approval of Conferences and Award Ceremonies. This
memorandum provides clarification on a number of points and questions that have
arisen over the fast month.

Detailees, Virtual and Satellite employees

The limitations on travel contained in the Acting Administrator's April 15 memo apply to
these employees. As was stated in the memo, travel for these employees is
suspended unless the Regional Administrator (RA) or the Head of Service or Staff
Office (HSSO) has determined that the travel is required to “perform GSA's essential
mission functions, such as to work with other agencies or customers of GSA, conduct
litigation, perform program performance reviews or audits (such as A123), property
auctions or building inspections, or other similar operation-related work. Only travelers
essential...to the performance of the relevant function are permitted to travel.”

A review of all such employees is currently underway, so please be sure to have
documentation for the justification/rationale for each employee.

Ongoing Conferences and Events

In some circumstances, GSA has sponsored, hosted or co-hosted events, meetings and
conferences over many years. All post-April 15, 2012 conferences were cancelled by
virtue of the IL on Management and Approval of Conferences and Award Ceremonies.
Any post-April 15, 2012 conferences must be approved pursuant to the IL. Please be
sure to remove or have removed by another entity any reference to a future event to be
hosted or sponsored by GSA from any website until it has been approved.

Third Party Event Planners

Pursuant to the April 15, 2012 IL,, a third party event planner may be “utilized only after
approval by the HSSO or RA and the Office of Administrative Services (OAS).” A third
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party event planner includes an entity that provides services and/or assistance in
determining an appropriate location to host a conference, whether or not the entity
charges GSA for the service.

GSA policy requires that conference and event planners obtain fair and reasonable
price proposals for the Govemment. For conference city comparison and selection,
planners are instructed to use GSA's Travel Management Information System (MIS)
group planning tool, not an outside third party. This tool creates a cost comparison for
up to 10 potential conference cities using contract air fares, per diem, and car rental for
estimations. Use of the Travel MIS assists in complying with FTR § 301-74.5 for
selecting a location and facility. For event venue, planners must first consider use of
Government facilities. When such facilities are not available or cost effective, GSA
sponsored conferences must be heid at sites that are on the Federal Emergency
Management Agency’s list of Fire Safety Act-approved accommodations. In selecting
commercial hotel/conference venues, planners are instructed to first consider using
FedRooms®. (FTR §301-11.11).

In addition, should anyone utilize a third party to assist in determining a location for a
conference, they must justify this action in the request for conference approval and
indicate why the third party was utilized rather than the GSA Travel MIS.

if you have any questions about this memo, please do not hesitate to contact me, at -
o ‘ or Norma Tolson, Director, Trave! and
Charge Card program, at. ;
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Enclosure &

MEMORANDUM
DATE: JULY 20, 2012
TO: HEADS OF SERVICES AND STAFF OFFICES AND

REGIONAL ADMINISTRATORS
FROM: CYNTHIA A. METZLER,

CHIEF ADMINSTRATIVE SERVICES OFFICER (H)

SUBJECT: CLARIFICATION Il ON APRIL 15, 2012 TRAVEL, TRAINING
AND CONFERENCES—Conference Attendance

This memorandum provides additional guidance regarding the implementation of Acting
Administrator Dan Tangherlini’'s memorandum dated April 15, 2012, regarding
restrictions on travel and conferences for FY 2012.

Any proposed conference attendance by a GSA employee must be submitted to the
Office of Administrative Services before any commitment is made for the employee to
attend the conference. This policy applies to conference attendance whether travel is
required or not and applies to all conferences whether hosted by GSA or any other

entity.

Please recall that conference attendance is limited. Attendance must meet the following

criteria:

AR NRNRN

individual development plans, etc.); and is
v Limited to the amount of time required to carry out any required activity.

Having planned meetings with GSA customers, the public or vendors;
Working as GSA operational support for the conference;

Providing training or speaking related to GSA mission;

Fulfilling legitimate training requirements per their job functions (as per

You must ensure that all conference attendance documents and materials have been
submitted to the Office of Administrative Services in a timely manner for approval before
any commitments, such as travel arrangements, including hotel and airline or {rain
tickets are booked, as well as any registration fees that may be paid are committed,
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Enclosore H

Request for Approval of Conference

Name of event”
Sponsoring office”
Proposed date(s)* Beginning Ending
Target audience*
Estimated participants* GS8A Other government
Contractor Other (specify)
Estimated number of GSA participants that must travel*
Contact Person” Name lTiﬂe
Mailing address:
Phone number:* Primary” IAlt:
Email addre:

Purpose/objectives®

Expected performance or significant outcomes®

Was the Travel MIS used to determine the cityflocation?* if not, explain*

Proposed city/location”
Briefly describe justification for proposed city/location*

Other cities/locations considered* l1. ]2.
Does proposed site (location and venue) represent the best value to the Government, cost and all relevant
factors considered?*

* Required fields

Revenue Estlmae - Actal

Registration Fees
Grants
Vendor Fees
Total Revenue 0 Q
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Actual '

Exhibits

Meals

Breakfast

Lunch

Dinner

Refreshments

Receptions

Gratuities

Marketing Materials

Brochures

Mailing Lists

Postage

Advertising

Media

Press Kits

Photographs

Media Room/Setup

Printing

Office Supplies and Expenses

Conference/Meeting Coordinator

Equipment

Audio-visual

Other

Guest Speaker(s)

Security

Conference/Meeting Venue

Lodging

Meeting Room(s)

Transportation

Travel for attendees

Shuttle, taxi, cost for attendees

Charter bus services for attendees

Travel for staffivolunteers

Parking

Shipping

Other (If amount >$10,000, itemize costs)

Chief Administrative Services Officer
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Chief Financial Officer

Date

Email completed form to travel-event-approval-requests@gsa.gov

For Questions, call (202) 501-2162
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Enclosore T

Request for Approval of Award Ceremony with Food

Name of event*
Sponsoring office®
Proposed date(s)* Beginning Ending
Target audience*
Estimated participants* GSA Other government
Contractor Other (specify)
Estimated number of GSA participants that must travel*
Contact Person* Name: ]Ti!le:
Mailing address:
Phone number* Primary* IAR:
Email address:*

If yes, complete rest of form. If no, OAS approval is not required.

Purpose/objectives*

Expected performance or significant outcomes*

Was the Travel MIS used to determine the cityflocation?* If not, explain®.

Proposed city/location®

Briefly describe justification for proposed city/location*

Other cities/locations considered” |1, [24

Does proposed site (location and venue) represent the best value to the Government, cost and all relevant
factors considered?

* Required fields

Page 1 of 3
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| Estimated

* Mesting |

Mementos (for awardsas) -
Food

Meal(s)
Refreshments:

“ Gratuities

Prinﬁng‘

Equipment

Audicvisual
C Other

Guest Sp eaker(s)
Securily :

{Ceremony Venue

- Meshi kg Soomis)

Transportation

Travel for aiteridees:

‘Shuttle, taxi, cost for attendees

Travel for staffivolunteers

Parking =~
Shipping.

Othar (if-Armount 3810,000, itemize costs)

Chief Administrati\}ekSewices O%ﬁcef
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Chief Financial Officer

Date

Email completed form to travel-event-approval-requests@gsa.gov

For Questions, call (202) 501-2162

Page 30f 3
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Enclosore T

e .
List of All Employees Traveling:
Name(s), Organizations, and Trip

Origination (city and state)

Request to Host an internal Meeting Where Travel is Required

Sponsoring Organization

Propesed Travel Date(s)

Beginning

Ending

Estimated Total # of Participants

Location of Meeting (include
facility, city and state)

Estimated Total Travel Cost

Contact Person Name

Phone number

Email address

o i 2
Purpose/objectives of meeting

Justification for meeting (indicate
how activity refates to the mission
of GSA)

Expected performance or
significant outcomes

Administrator, Deputy Administrator or Designee

Date

Email completed form o travel t-apps

For Questions, call (202} 501-2162
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Enclosure L.

From: Robert Zarnetske (1A)

Date: Wed, Aug 15, 2012
Subject: Re: CORRECTED ATTACHMENT to Lieberman/Collins
To: "Lisa Austin (8)"

Lisa, despite the jumble, | was able to read the relevant attachments and YES they are accurate
for R1.

Robert Zarnetske

Regional Administrator

US General Services Administration
10 Causeway Street

Boston, MA 06360

From: Denise Pease (2A)

Date: Tue, Aug 14, 2012

Subject: Re: CORRECTED ATTACHMENT to Lieberman/Colling
To:,

Ok then | approve all travel for both PBS & FAS. It goes from RCs to me ,

Denise L. Pease

Regional Administrator )
U.S. General Services Administration
26 Federal Plaza, Room 18-100

New York, NY 10278

From: Sara Manzano-Diaz (3A)

Date: Fri, Aug 10, 2012

Subject: Senators Lieberman and Collins response.
To: Lisa Austin ’

Dear Lisa,

Thank you for your assistance in this matter. | have seen GSA's response to the letter from
Senators Lieberman and Collins, dated May 17, 2012, addressed to me, and | acknowledge |
have read the content.

Sara

Sara Manzano-Diaz
Regional Administrator

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00157 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.127



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

154

GSA Mid-Atlantic Region

From: Shyam Reddy (4A)

Date: Mon, Aug 13, 2012

Subject: Re: FOR YOUR IMMEDIATE ATTENTION PLEASE
To: "Lisa Austin (8)"

| have seen GSA's response to the letter from Senators Lieberman and Co!liné, dated Méy 17,
2012, addressed to me, and | acknowledge | have read the content.

Shyam

Shyam Reddy

Regional Administrator

General Services Administration
Southeast Sunbelt Region

77 Forsyth Street

Suite 600

Atlanta, Georgia 30303

From: Ann Kalayil {5A}

Date: Wed, Aug 15, 2012

Subject: Re: IMMEDIATE ACTION NEEDED
To: "Lisa Austin (S8)*

Hi Lisa,

Thanks for sending us GSA's response to Senators Lieberman and Collins letter addressed to
to all of the Regional Administrators. I've reviewed Region 5's information.

- Ann

From: Jason Klumb (A}
Date: Wed, Aug 15, 2012
Subject: Re: IMMEDIATE ACTION NEEDED .
To: "Lisa Austin ()"

Confirm.

Jason Klumb
Regional Administrator

From: Sylvia Hernandez (7A)
Date: Fri, Aug 10, 2012
Subject: Re: FOR YOUR IMMEDIATE ATTENTION PLEASE
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To: "Lisa Austin (8)"

I have seen GSA's response to the letter from Senators Lieberman and Comné, dated May 17,
2012, addressed to me, and | acknowledge | have read the content,

Sylvia L. Mernandez
Acting GSA Regional Administrator
Greater Southwest Region

From: Susan Damour (8A)

Date: Fri, Aug 10, 2012

Subject: Re: FOR YOUR IMMEDIATE ATTENTION PLEASE
To: “Lisa Austin (S)"

| have seen and acknowledge that | have read GSA's response to thé May
17, 2012 letter from Senators Lieberman and Collins addressed to me.

Susan Damour
Regional Administrator
Region 8

Denver, Colorado

From: Ruth Cox (9A)
Date: Tue, Aug 14, 2012
Subject: Acknowledgment
To: "Lisa Austin (8)"

Hi Lisa,

| have seen GSA's response to the letier from Senators Lisberman and Collins, dated May 17,
2012, addressed to me, and | acknowledge | have read the content.

Ruth F. Cox

Regional Administrator

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00159 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.129



H605-41331-79W7 with DISTILLER

156

Region 9 - Pacific Rim

General Services Administration

450 Golden Gate Avenue, Room 5-2670
San Francisco, CA 84102

From: George Northcroft {10A)

Date: Mon, Aug 13, 2012

Subject: : FOR YOUR IMMEDIATE ATTENTION PLEASE
To: “Lisa Austin (S)" « "

Per your request:

| have seen GSA's response to the letter from Senators Lieberman and Collins, dated
May 17, 2012, addressed to me, and | acknowledge | have read the content.

George Northcroft
Regional Administrator

Northwest/Arctic Region

From: Julia Hudson {WA)

Date: Wed, Aug 15, 2012 o
Subject: : FOR YOUR IMMEDIATE ATTENTION PLEASE
To: "Lisa Austin (S)"

Hi Lisa,

I have seen GSA's response to the letter from Senators Lieberman and Collins, dated May 17,
2012, addressed to me, and | acknowledge | have read the content.” Please let me know if you
have any questions. Many thanks! ‘

National Capital Region, Regional Administrator Julia E. Hudson
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Post-Hearing Questions for the Record
Submitted to the Honorable Daniel M. Tangherlini
From Senator Joseph I. Liecherman

“Moving From Scandal to Strategy: The Future of the General Services Administration”

September 12, 2012

The Committee has been closely following GSA’s program to consolidate the numerous
databases relating to government contracts into one consolidated System for Award
Management, or SAM. This platform has the potential to reduce duplication and
improve efficiency in the contracting process. Unfortunately, the project has suffered
numerous setbacks and is significantly over budget. GAO reported earlier this year
that the cost of the project has already increased $85 million.

a. The first phase of SAM went live this summer and the reviews from both
federal acquisition personnel and contractors have not been good. What steps
are you taking to get this project back on track?

GSA continues to work aggressively to ensure that the System for
Award Management (SAM) / Integrated Acquisition Environment (IAE) are
meeting the critical information needs of our Federal agencies and external vendors.

Immediately following SAM’s launch, GSA initiated several strong actions with the
vendor, IBM, to improve SAM performance. In August, GSA issued a letter of
concern to IBM and directed it to address several pressing technical system issues.
GSA also initiated weekly status meetings with the vendor to ensure that critical
improvements are addressed in a timely manner.

In September, members of the GSA leadership team and I participated in the OMB-
led TechStat review of IAE/SAM. This process aided in the performance review of
SAM and in identifying next steps for improvement. We are also continuing to
engage on interagency governance efforts for IAE.

As GSA works with IBM and following the TechStat, I am also making internal
changes and transitioning the project to the Federal Acquisition Service (FAS) and
the Office of the Chief Information Officer (CI1O).

By transitioning the leadership of SAM to two of GSA's top executives — the Acting
FAS Commissioner and the Deputy CIO - GSA will ensure that the short term fixes
and the long-term support needed to implement the vision of a consolidated award
environment that supports Federal acquisition and assistance data collection and
dissemination rests squarely with the leadership of GSA’s acquisition and technical
experts. This will allow the current project manager, the Office of Government-wide
Policy (OGP), to focus on ensuring that the IAE meets policy and regulatory
requirements from our Federal partner agencies and OMB.
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b. Iwas surprised to learn that the Chicf Information Officer (C1O) at GSA has
not been involved in the SAM project. In your testimony, you said that you
will consolidate all of GSA’s IT functions under the CIO. What will this mean
for SAM? Will the CIO now have a role in SAM?

As | testified, I am in the process of consolidating GSA IT functions under the CIO to
ensure appropriate oversight and management of important IT projects and
operations. As part of the consolidation, I have also ensured that key projects like
SAM have the active involvement and leadership of the GSA technical team. As ]
responded above, our Deputy CIO has now been assigned to help support the SAM
project as his primary responsibility.

2. Your June 20, 2012 letter (in response to questions that Senator Collins and I submitted
to you in our letter of May 10, 2012) provided information on the number of warranted
contract officers in GSA’s regions and at headquarters. I was surprised by the number
of warranted contract officers in the Public Building Service (PBS). In 8 of the 11
regions, PBS has more contracting officers than the Federal Acquisition Service. Do
you plan te conduct a review of GSA’s process for granting warrant authority, the level
of training required of contract officers, and GSA’s oversight of its warrant program?

GSA is conducting a phased-review of the overall warranting process for GSA contracting
officers and anticipates completion of the first phase by Q1, 2013. The General Services
Administration Acquisition Regulation (GSAR) Section 501, which addresses career
development, the Contracting Officers” Warranting Program (COWP), and the role of the
Acquisition Career Manager (ACM), is being revised. In addition, GSA is developing an
Acquisition Career Manager handbook to accompany GSAR Section 501 in order to provide
clear guidance to the ACMs throughout the Regions. This revision will provide strengthened
and clear guidance on the structure and responsibilities of, and procedures for, COWP
Boards in order to implement greater consistency across the agency.

3. Earlier this summer, the Government Accountability Office released a report on the
role of Chief Acquisition Officers across the government (GAO-12-792). The Chief
Acquisition Officer (CAO) is supposed to be the senior political appointee responsible
for an agency’s acquisition management and ensuring that the agency complies with
procurement regulations. GAQ reported that since the creation of the CAO position in
2003, GSA has had 10 different CAOs. And GAO’s findings show that the role of the
CAO at GSA is unclear.

a. Are you examining the role of the CAO as part of your top-to-bottom review
of the agency?

Yes. The CAO will play a critical role in both improving GSA's internal procurement
operations, as well as driving greater value to our agency customers and faxpayers
through cost-effective, high-value contracts. The CAO is helping to drive is the
expansion of GSA strategic sourcing solutions across government.
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b. What should GSA do to prevent the high turnover rate in the CAQ position?

1 have worked to provide greater stability to the GSA CAO position by having the
CAOQ report directly to me and by tasking the CAO to lead projects to drive greater
savings, transparency and accountability into acquisitions.

4. GAO released a study in February entitled The Air Force and Interior Can Benefit from
Additional Guidance When Deciding Whether to Lease or Purchase Equipment (GAO-12-
281R). GAO determined that in the federal agencies surveyed, contracting officers
infrequently completed an analysis to determine whether it is more cost effective to
rent/lease or purchase equipment. The study also showed the inability to distinguish
between rental and leasing contracts, because agencies assign both types of contracts
with the same code, even though there are differences between rental contracts and
leasing contracts, including the cost of maintenance, operation, storage, and warranties.
The GAO report noted that during fiscal years 2006 through 2010, federal agencies
spent more than $200 billion annually, on average, to purchase or lease equipment, with
purchases accounting for 99 percent of this spending. This fact suggests that agencies
may overlook the potential for savings by almost always purchasing when equipment is
needed on a temporary basis.

a. Do you believe that the Federal Acquisition Regulation (FAR) should be
amended to differentiate between leasing and renting? If not, why not?

The GAO report focused on the adequacy of the analysis used to support Air Force
and Department of Interior lease vs. purchase decisions. While the GAO did not
recommend that the FAR distinguish between renting and leasing, GSA supports
seeking public input on whether amending the FAR would be the most cost effective
approach.

b. The GAO report noted that contracting officers interviewed by GAO were
unaware of GSA’s role under the FAR of providing support to other agencies
when reviewing lease/rent and purchase options. What will GSA de to make
agencies aware of GSA’s expertise in this area?

GSA has implemented the GAQ recommendations to include updating our contact
information in the FAR and on our website in order to provide customers with the
assistance offered in the regulation

¢. What other steps has GSA taken or planned in response to the GAO report?

While GSA has implemented GAO’s recommendations, as mentioned in our response
to question A, there will also be a request for public input to provide any suggestions
for regulatory improvements related more generally to the GAO’s findings. For
instance, the GAO’s report found that while contracting officials were generally
aware of the guidance on lease vs, purchase decisions, they were uncertain of when
and how to perform the analysis to support the decision. The objective of obtaining
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the public input would be to improve the guidance to assist the workforce in
performing an analysis that supports the most cost effective acquisition solution.

Post-Hearing Questions for the Record
Submitted to the Honorable Daniel M. Tangherlini
From Senator Mark Begich
“Moving from Scandal to Strategy: The Future of the General Services Administration”
September 12, 2012

1. 1 understand the Office of Federal Acquisition Service at the Government Services
Administration has submitted a Request for Information on Cloud Brokerage. Has
GSA already concluded that purchasing through private sector “cloud brokers” is
the correct path, or is the cloud broker concept still an open question for GSA?

GSA is exploring a Cloud Brokerage Service model but the eventual implementation
model of the concept is still an open question. Prior to issuing the Request for
Information, GSA encouraged input from Government agencies to determine the
outstanding challenges in realizing the benefits from Cloud Computing. The published
Request for Information is exactly that; an inquiry designed to further GSA’s
understanding of the marketplace and how it can maximize the Government’s efficient
use of Cloud Computing Services. Currently, GSA is analyzing the responses from the
Request for Information. These data points, coupled with our continued communication
with other Government agencies, will lead to a determination of whether or not to
proceed with this approach and if so, how it should be structured.

2. One of the main selling points for cloud services is saving money, but some
technology analysts have speculated that paying for “cloud brokers” could erase the
cost savings. How confident are you that using “cloud brokers” instead of GSA
employees will be a net benefit?

Most large Cloud vendors choose to partner with a reseller when delivering their services
to the Federal Government in a single partner arrangement which may limit competition
over time. The Cloud Brokerage model may be more effective in aggregating business
volume and in creating on-going competition among Cloud providers than a single award
approach for each Cloud service. The Cloud Brokerage model is also used by some to
provide integration among Cloud and legacy systems and security integration services
that currently are performed by system integrators, so there may be little to no actual cost
difference in total. To validate these concepts, as part of the Request for Information
process, GSA is conducting an analysis of the market and cost benefits will be included
to determine the impact of this approach.
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Post-Hearing Questions for the Record
Submitted to the Honorable Daniel M. Tangherlini
From Senator Scott P. Brown

“Moving from Scandal to Strategy: The Future of the General Services Administration”

September 12, 2012

1. GSA issued an RFP (solicitation # QMAE-BD-110009-N) for vendors to supply
"short term rental" services under blanket purchase agreements facilitated by GSA
fleet for its government agency clients. The solicitation was for services to broaden
access to and promotion of short-term car rentals (car sharing) to facilitate
efficiency and savings for government agencies that would etherwise need to look to
longer term and/or more expensive options to fill their short term needs. Awards
were issued under this RFP back on October 6, 2011, almost a full year ago (under
Blanket Purchase Agreement GS-30F-BPA16).

e What is the current status of the proposed pilot and the overall timeline for
implementation?

Solicitation # QMAE-BD-110009-N is for GSA Fleet to facilitate efficiency and
savings for Government agencies that would otherwise need to look to longer term
and/or more expensive options to fill surge or seasonal needs through its Short Term
Rental (STR) Program. The STR Program itself is a well-established offering. Since
carly 2007, the program has made vehicle rentals available for use by GSA Fleet
customers for the following purposes:

To allow for the short-term replacement of GSA vehicles that are involved in an
accident or are in need of a major repair.

To support customer agency needs not associated with temporary duty travel (e.g.,
disaster support, political conventions, special events).

To create a 24/7 emergency response capability to meet the immediate needs of
entities responding to a declared emergency.

GSA Fleet does have a pilot underway for the STR Program’s online ordering system,
WebSTR, designed to expedite the process through which customers make
reservations for vehicle rentals now available through the STR Program. In addition
to providing customers ontine ordering through WebSTR, two other notable
improvements are underway for the STR Program:

The ability for customers to rent heavy equipment on a short-term basis in
addition to standard vehicles. This will allow customer agencies an alternative to
maintaining expensive heavy equipment that is often used on merely a seasonal
basis.

The opening of the offerings of the STR Program to the entire Federal
Government upon conclusion of the pilot phase. To date, STR is a service only
available to current GSA Fleet customers.
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GSA Fleet launched the WebSTR pilot in July 2012 to four customer agencies in
order to control the volume of orders while GSA utilized their feedback to
continuously improve the system to meet customer needs.

The statement above also mentions car sharing, which was a separate initiative that
GSA Fleet piloted to the Department of the Navy in San Diego from July 2010 to
January 2011. GSA will respond in more detail below to your questions about the car
sharing initiative.

What progress has been made with this BPA?

GSA Fleet has issued 11 Blanket Purchase Agreements (BPAs) (under the solicitation
# QMAE-BD-110009-N) for the STR Program in order to ensure broad coverage of
potential short-term rental needs and to provide the best value for the customer by
leveraging competition in the short-term rental market. These BPAs were initiated
for a one-year base period with four one-year option periods, and GSA has exercised
the first option to allow for rentals throughout FY2013. All eligible vendors, to
include hourly rentals, had an opportunity to submit a proposal under the solicitation.

The BPA noted in the first statement of the inquiry, GS-30F-BPA16, was one of
eleven (11) BPAs awarded to private sector vendors in support of the Short Term
Rental Program. Zipcar, Inc was awarded GS-30F-BPA16 to support potential hourly
rental services under the Short Term Rental Program. Enterprise Rent-a-Car, was
also awarded a BPA (GS-30F-BPA10) that includes hourly rentals. GSA will provide
additional detail to your questions about the car sharing initiative below. Although
the STR Program has been used by all agencies leasing GSA vehicles, the top ten
(FY2012) customers are:

Army

Navy/Marine Corps
Homeland Security

Air Force

Department of Agriculture
Department of Interior
Department of Veteran Affairs
DOD Defense Wide
Department of Energy

Corp of Engineers

Participating STR vendors have a discounted "ceiling" rate listed in their BPA. This
rate is lower than the commercial rate and ensures that GSA’s customers receive

an automatic cost savings when using the STR Program. By competing each request
among all available vendors, GSA’s average quote is over 30% less than the BPA
ceiling rate.
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The WebSTR program will continue to compete all requests to ensure that GSA
customers are receiving the best possible pricing. The WebSTR program will
automate the request process, speed payment to the vendors, and allows GSA to
efficiently bill the cost of Short Term Rentals back to the GSA’s customers. These
efficiencies will allow GSA to open the program to all Federal agencies. GSA
expects this growth to increase competition among the vendors and discounts given to
customers.

e What does GSA plan to do in order to accelerate implementation past the pilot
phase?

Regarding the WebSTR system pilot, GSA Fleet will open the system to use by the entire
Federal Government once the pilot concludes and modifications necessary for a broad
base of customers to have the best experience possible with the online ordering system
are made, The pilot will continue through at least the first quarter of FY2013. As the
pilot continues through the first quarter of FY2013, the necessary modifications will
continuously be made so that customers across Government will benefit from the system
as soon as feasibly possible.

s What are the overall potential savings and efficiencies brought about through
the aforementioned program?

There are two distinet ways to look at savings and efficiencies brought about through the
STR Program — both will be dependent upon the customer agencies activities and their
agency budgets. The first is that the STR Program provides customer agencies a viable
and cost effective option to purchasing vehicles and equipment that only require seasonal
use. A short term rental is much less expensive than agencies acquiring vehicles and
equipment that must be maintained and which are not used for the majority of the year.
The WebSTR system will further multiply these benefits to customer agencies by giving
them 24/7 access to vehicle and equipment rentals.

The second way to look at savings and efficiencies brought about through the STR
Program is that the STR Program provides customers with a streamlined all-inclusive
procurement and payment process so that each individual agency does not have to spend
resources developing its own. This vastly reduces duplicative efforts across the
Government, In addition, each request for a short-term rental is competed among all
available vendors to ensure that the best value possible is negotiated for each customer
agency. GSA Fleet combines the volume of orders needed across the Federal
Government to drive down the price vendors offer compared to what each individual
agency could obtain on its own.

s What communication plans does GSA have to educate their customers about
Shert Term Car Rentals?
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Currently, the STR Program uses GSA Fleet’s extensive network of Fleet Service
Representatives (FSRs) to educate customers about the program’s use and advantages.
Customers are also able to view general information about the STR Program posted here:
http://www.gsa.gov/portal/content/102675.

In addition, GSA will leverage its internal National Marketing and Communications
Division to develop and execute a multi-faceted marketing campaign to communicate the
enhancements to the STR Program. The campaign will target both existing GSA Fleet
customers and potential new customers in other Federal agencies. GSA will utilize ¢-
mail and web-based communication in this effort.

2. What is the status of GSA’s car sharing technology program?

GSA initially piloted a car sharing technology program with the Department of the Navy
in San Diego from July 2010 to January 2011 using Zipcar’s FastFleet service. The
initiative was branded GSA Fleet Share. Some notable findings from the GSA Fleet
Share pilot include:

e Current car sharing technology is reliable, scalable, and robust enough to handle
the demands of a Government fleet.

e Improvement in unused time, daily utilization distribution, and overall business
day utilization enabled this site to further optimize its fleet by, reducing up to two
vehicles or adding up to 80 more drivers without adding more vehicles.

e Drivers have a highly positive view of the solution, preferring it to previous
methods of vehicle dispatch.

s The online reservation capabilities freed the agency fleet manager to spend more
time on mission requirements due to reduced workload in motor pool
arrangements.

e Despite the Navy’s positive response to the pilot, at the present time, costs for
such services deterred broader use by other agencies.

The GSA Fleet Share pilot demonstrated fleet efficiencies from improved driver usage
patterns, utilization distribution over the week, and higher utilization, all resulting in an
opportunity for a total reduction of one to two vehicles. However, the monthly fee for the
car sharing services (ranging from $100 to over $200) did not offset the savings from
downsizing the number of vehicles. Ultimately, potential savings and efficiencies will
likely be achieved through the downsizing of the Federal fleet. Car sharing provides the
ability for agencies to share vehicles both within the same agencies, as well as across
agencies, located within proximity to one another. However, because this is a new
concept, GSA has very little data to quantify or estimate savings accurately at this time.

Ceiling Rates for car sharing services per GSA Schedule can be found here:

e ZipCar: https://www.gsaadvantage.gov/ref text/GS33F0019S/0KCOSP.2F492N_GS-
33F-0019S_ZIPCARFSSPRICELISTPO0010.PDF
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o Enferprise:
https://www.gsaadvantage.gov/ref text/GS33F0015S/0JQIES 2CDIRM_GS-33F-
00158 RSVPEANS2611.PDF

Over time, the increasing number of vendors available to implement car sharing services
has made it a more appealing option to implement on a more widespread basis. GSA
Fleet has monitored industry developments and responded to them as appropriate. In
October 2011, the BPA noted in the first statement of the inquiry, GS-30F-BPA16, was
initiated so that GSA Fleet would be able to utilize Zipcar’s services for future hourly car
sharing efforts.

In addition to hourly offerings through WebSTR, GSA plans to begin implementing car
sharing technology for GSA's Fleet vehicles for interested customers to leverage the
Navy pilot findings. This car sharing program’s goal is to drive efficiencies by offering
web-based reservation systems for GSA Fleet vehicles so that many agency drivers can
utilize a pool of vehicles, rather than each driver being assigned a specific vehicle or each
driver being required to make labor-intensive reservations through an agency fleet
manager. Again, GSA’s goal in this effort is to drive agency cost savings while
simultaneously allowing the agency to focus resources on their mission instead of on the
ancillary services that GSA can provide more efficiently.

What is GSA's timeframe for implementing this program?

The hourly car sharing initiative will be available to the entire Federal Government after
the final roll out of the WebSTR.

For car sharing services for GSA Fleet vehicles, an RFQ has been issued and the process
is currently in the evaluation of quote phase. Upon contract award(s), GSA Fleet will roll
out the car sharing program as customer demand develops. Additionally, after the
contract(s) are awarded GSA plans to pilot the car sharing technology across multiple
agencies. The car sharing technology will be implemented in GSA Fleet vehicles leased
1o two or more agencies in one location. The pilot will address issues with multi-agency
car sharing and potential hindrances to multi-agency car sharing being adopted wide-
spread. With multiple agencies sharing vehicles in one location an agreement needs to be
negotiated between all participating parties on how billing will be separated or per-use
rates GSA will charge. Concerns of who retains ownership of the vehicle and will be
responsible for reporting requirements, such as Federal Automotive Statistical Tool need
to be addressed. Throughout the pilot, GSA will work with participating agencies to test
and determine the most feasible options for these issue/concerns and recommend for
future adaptions of the model.

Have vendors been notified about where the process stands and about final
decisions on awards?

Prospective vendors have recently responded to the RFQ issued by GSA on June 14,
2012, and GSA is currently evaluating the quotes received. Final award decisions will be

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00169 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.139



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

166

made as expeditiously as possible and vendors will be notified of GSA Fleet’s decisions
in a timely manner.

What are the potential savings and efficiencies for implementing this technology?

As stated above during the discussion of savings and efficiency opportunities for
customer agencies when using the STR Program, GSA provides customers with a
streamlined all-inclusive procurement and payment process so that each individual
agency does not have to spend resources developing its own strategy for the purchase and
implementation of car sharing technology. GSA also adds value by combining Federal
demand for these services so that costs are driven down compared to what agencies
would be able to obtain on their own.

In addition, as evidenced by the pilot program with the Navy, car sharing technologies
allow for higher utilization levels when they are available on demand using a web-based
reservation system and when they are not assigned to specific users that otherwise would
only use the vehicle for a portion of their work day.

How does GSA plan on promoting this program for other federal agencies to use?

GSA Fleet will use its extensive network of FSRs to educate customers about the car
sharing program’s use and advantages.

In addition, GSA will leverage its internal National Marketing and Communications
Division to develop and execute a multi-faceted marketing campaign to communicate the
car sharing technology to customers. The campaign will target both existing GSA Fleet
customers and potential new customers across the Federal Government. GSA will utilize
e-mail and web-based communications in this effort.

Post-Hearing Questions for the Record
Submitted to the Honorable Daniel M. Tangherlini
From Senator Tom Coburn

“Moving from Scandal to Strategy: The Future of the General Services Administration”

September 12, 2012

1. Has your top-to-bottom review resulted in the dismissal of any employees? If so,

how many? And if not, why not? Have you dismissed all employees who were
involved in the management of the wasteful conferences?

To date, in addition to the two political appointees fired by the prior Administrator, GSA
proposed the removal of nine employees related to conference mismanagement. Five
individuals chose to retire during their due process period prior to a final decision from
the deciding official. The Agency also suspended one individual and issued letters of
reprimand, admonishment, or warnings to nine more employees. GSA is still reviewing
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past conferences and working with the Inspector General when questionable spending is
uncovered. The Inspector General currently has multiple investigations on-going,
including some of the conferences to which you refer. Management is committed to
holding those employees accountable when wrong doing is discovered and the Agency's
leadership is prepared to propose removal from Federal service when the facts warrant
such action.

. In August, the agency announced that it was freezing per-diem rates for FY2013.
Why did you make this decision? Is there any plan to review and consider whether
MIE (meals and incidental expenditure) per diem rates are too high? Should there
by different per diem rates for workers on long-term assignments?

Tt is estimated that freezing the per diem lodging rates at FY 2012 levels will result in $20
million in avoided costs to the Federal Government in the upcoming year. GSA
considered a number of proposals to drive savings through its per diem program, and in
particular through the Jodging rate portion of per diem, and decided that freezing the rates
at the FY 2012 level was the most prudent action at the time.

In 2003, a Federal Advisory Committee recommended that a five-year interval is
appropriate for meal studies; therefore, at this time GSA has tentatively scheduled a meal
and incidental expenses review in 2014, with any rate changes to be effective in FY 2015.

Finally, as part of the May 11, 2012 OMB Memorandum (M-12-12), GSA will be
evaluating proposed revisions to the Federal Travel Regulation (FTR) that will
effectively establish and clarify policies to reduce travel costs without impairing the
effective accomplishment of agency missions. This will include a review of per diem
rates for workers on long-term assignments.

What did your top-to-bottom review of GSA learn about the Federal Buildings
Fund? How much is currently in the fund? When was the fund’s last audit? Do
you recommend returning any of the money currently in the Federal Buildings
Fund to the Treasury?

The audited financial statement for the Federal Buildings Fund (FBF) is completed by
November 15 each year with the last one completed November 15, 2012 for FY 2012. At
the end of FY 2012 the unavailable balance of the FBF was $3.3 billion. At this time,
GSA does not recommend returning amounts from the FBF to the Treasury. Since

the funds are unavailable for obligation there would not be any scoring benefits from
reducing the fund balance through a transfer to the Treasury. The FBF Fund balance
allows PBS to operate without additional appropriations from the General Fund when
obligational authority exceeds the offsetting collections. The fund balance is also used to
make non-expenditure transfers to the Federal Financing Bank to repay principal
balances from Lease-Purchase borrowings authorized in FY 1987-FY 1990, of which
$1.8 billion remains outstanding.
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Given the GSA’s role in the federal government’s management of federal real
property, what legislative changes would you recommend to help expedite the sale
or disposal of the government’s thousands of excess properties?

GSA supports the Administration’s proposed Civilian Property Realignment Act (CPRA)
that would create an independent Board of private and public sector leaders to
independently report findings, conclusions and recommendations develop
recommendations to dispose, consolidate, or reconfigure Federal civilian real property
holdings The purpose of the Board is to create a fair process that will result in the timely
disposal and realignment of Federal real property.

Based on our experience, we believe reform to real property asset management must
address the following challenges:

1. Incentivize disposals by enabling all federal landholding agencies to retain the
proceeds from the sales of their surplus real property;

2. Address the upfront costs associated with disposals, consolidations, and relocations;
and

3. Resolve competing stakeholder interests that can slow down or prevent sound asset
management decisions.

Given GSA's portfolio, we welcome the opportunity to be part of the ongoing dialogue on
how to improve the utilization of needed assets and the disposition of surplus real

property.

In your top-te-bottom review, did you find any inefficiency in GSA’s workforce?
Do you recommend any GSA workforce reductions or programs that should be
eliminated?

The Top to Bottom reviewed examined GSA’s performance on many issues and from
many different perspectives, including an examination of efficiency. Let me highlight
three areas that will be a focus for GSA’s efficiency improvement efforts in the coming
months. First, the reviews demonstrated that GSA has replicated support functions in
each of its regions, and within its major service lines. Each region, for example, has an IT
function, an administrative support function, an HR function, and others, which results
reduces efficiency and can create inconsistency in service delivery in support of GSA’s
core functions, Our stated intention to consolidate the support functions — technology,
finance, human resources, and administrative support - behind strong, central, executive
leaders will address these issues.

Second, the personnel resources allocated to regions needs to more deliberately reflect
changes in demand for GSA’s services. In other words, the location of federal buildings
and purchasing activities has shifted geographically, but GSA’s allocation of staff among
regions has not kept pace. This does not lead to or suggest inefficiency necessarily, but it
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does result in a very wide variance in efficiency (i.e., ratio of the # of staff to the # of
leases, buildings, disposals, etc.) between different regions. GSA is going to work to
narrow this gap by examining work distribution nationally.

Third, GSA needs to take more advantage expertise and apply its talents to problems
nationally. The Top to Bottom review highlighted that there are certain activities within
GSA that require specialized skills, such as knowledge of the needs of federal court
houses, FBI facilities, and land ports of entry. A single region may not have enough
demand in one of those areas to develop in-house expertise, while another region may
house nationally-recognized experts. GSA needs to allow for the application of highly
talented individuals in these specialized areas to work on projects that reflect the highest,
best use of their skills, regardless of where the problem arises.

None of the three areas highlighted necessitate an immediate workforce reduction.
Rather, the efforts will increase efficiency by recalibrating how people and resources are
applied within GSA.

In March, GAO released a report that looked at GSA’s handling of the “Integrated
Acquisition Environment” initiative. GAO found that the “Integrated Acquisition
Environment” initiative’s costs have ballooned from $66 million to $181 million.
GAO reported that GSA has not reviewed the initiative’s business model to
determine whether it still makes sense as a way to reduce costs. How do you
respond to the GAO report? How do you explain the rising costs (from $66 million
to $181 million)? What steps are you taking to reduce these costs?

Overall, GSA agrees with the GAQ recommendations and is moving aggressively to
ensure that the System for Award Management (SAM)/Integrated Acquisition
Environment (IAE) meet the critical information needs of our Federal agencies and
external vendors.

Immediately following SAM’s launch, GSA initiated several strong actions with the
vendor, IBM, to improve SAM performance. In August, GSA issued a letter of concern
to IBM and directed it to address several pressing technical system issues. GSA also
initiated weekly status meetings with the vendor to ensure that critical improvements are
addressed in a timely manner.

GSA is actively engaged in restructuring the IBM contract to address GAO report
findings and recommendations, particularly regarding cost. For example, a requirement
was modified to allow SAM to operate in a cloud environment, which would allow the
Government to lower costs by avoiding the need to purchase equipment and warranty in
the out years. The contract was also modified and restructured to require supporting
project documentation to provide greater accountability. Additionally, the project
timelines were updated to better align available funding to deliverables.
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In September, members of the GSA leadership team and I participated in the OMB-led
TechStat review of IAE/SAM. This process aided in the performance review of SAM
and in identifying next steps for improvement.

As GSA works with IBM, I am also making internal changes and transitioning the project
to the Federal Acquisition Service and the Office of the Chief Information Officer.

By transitioning the leadership of SAM to two of GSA's top executives ~ the Acting FAS
Commissioner and the Deputy CIO - GSA will ensure that the short term fixes and the
long-term vision of creating a common acquisition platform across Government rests
squarely with the leadership of GSA’s acquisitions and technical experts. This will allow
the current project manager, the Office of Government-wide Policy, to focus on ensuring
that the IAE meets policy and regulatory requirements from our Federal partner agencies
and OMB.

This expanded team is assessing the SAM/IAE program as a whole. They will review all
available alternatives to ensure GSA delivers a successful project that provides the best
value for the taxpayer and also ease of use and efficiency for our Agency and vendor
customers.

. In June, GAO reported that GSA’s contract with Dun and Bradstreet to create

DUNS numbers for contractor identification is a sole-source contract and that the
costs has grown from $1 million in 2002 to $19 million today. GAO also reported
that Dun and Bradstreet now have an effective monopoly on government ID
numbers. How do you respond to the report’s findings? Does GSA plan to review
this contract when it is next up for consideration?

GSA has a Government-wide contract with Dun and Bradstreet (D&B) to provide the
Data Universal Numbering System (DUNS) as the unique identifier for Government
contractors. The GAO reported that, “The federal government has used DUNS numbers
since 1978, and the Federal Acquisition Regulation (FAR) has required all prospective
government contractors to obtain DUNS numbers since 1998. Since 2003, OMB has also
required prospective grant recipients to obtain DUNS numbers.”

D&B's prominence in Government contracting is explained in part by the 1998 FAR
requirement that all prospective contractors obtain DUNS numbers. That requirement, in
turn, was driven by analysis that suggested that D&B was the most cost-effective
alternative then available because other commercial alternatives fell far short of
Government needs and the cost of building an equivalent Government-owned system was
prohibitive. Also, data costs have risen 19-fold since 2002 due in large part to increases
in Government data needs. In 2003 OMB added the requirement that prospective grant
recipients also obtain DUNS numbers, and the upward trajectory in requirements has
continued. .

14

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00174 Fmt6601 Sfmt6601 P:\DOCS\76067.TXT JOYCE

76067.144



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

171

GSA continues to explore alternatives to the use of DUNS numbers as the unique
identifier for vendors and grantees. GSA will continue to review Government-wide
business requirements as part of the contract administration.

. In June, GAO recommended that GSA develop and implement a plan to improve
the Federal Real Property Profile and the Federal Real Property Council’s data
collection practices. GAO found that data for 23 out of 26 locations that GSA had
surveyed had errors. According to GAO, your agency agreed with that
recommendation. What steps have been taken to enact this recommendation?
When will it be complete?

Beginning with the development of the Federal Real Property Profile (FRPP), as required
in Executive Order 13327, GSA worked closely with the Federal Real Property Council
(FRPC) in developing the data requirements that were used in the initial 2005 data
collection. GSA has worked with the agencies to develop general definitions of the real
property data. The diverse nature of the agencies' real property portfolios and their
databases required that the definitions be broad and general in order to be met by all
agencies government-wide. This collaborative government-wide approach led to the
initial 23 data elements that formed the basis for what was intended to be an inventory of
the Federal Government's real property.

GSA is working with the FRPC working group and OMB to correct the errors identified
in the GAO report.

e GSA is reviewing all the data elements, their definitions and the overall format in the
FRPP in order to be consistent with Executive Order 13327,

o GSA tightened the reporting requirements for data elements by eliminating the
optional reporting of specific data elements.

o GSA issued the FY 2012 Guidance for Real Property Inventory Reporting on June 15,
2012.

o (GSA is reviewing the performance measures in order to ensure that measures linked
to performance goals, are collected per Executive Order 13327. We expect
completion on June 15, 2013.

e GSA plans to publish a bulletin providing guidance to Executive Branch agencies on
reporting accurate, verified and validated data to the FRPP. Anticipated publish date
is November 2012. Lastly, GSA implemented a pilot program to audit the FRPP
data for its buildings and structures in the Sunbelt Region. For this pilot, 30 owned
and 30 leased assets were randomly sampled. FRPP data elements from each
sampled building were compared with source documents and some were examined
through walkthroughs. FRPP data elements that had a Material Variance from its
source comparison were flagged. A Material Variance is a difference of 10% or more
for numeric data or any discrepancy for non-numeric data. Red, yellow, green were
assigned to cach data clement based on the frequency of material variance. If there
was greater than a 5% frequency, the data element received a RED score overall. The
Leased Data Validation effort found minimal errors and received all GREEN scores.
The Owned Data Validation effort found few errors and received one RED score for
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data element pertaining to the majority agency occupying space. All other data
elements received a GREEN score.

8. Iunderstand that federal employees often purchase airline tickets that are at least

twice the cost of price of a ticket that could be purchased through commonly used
commercial websites. Why is this so? What is GSA doing to get federal agencies a
better deal on airline flight costs? Would agencies be better off if they simply
required workers to use one of the several commercial websites to purchase airline
tickets?

The perception that “commonly used commercial websites” always offer the lowest fares,
is not accurate. Airfare pricing is influenced by several variables such as: when you
purchase the ticket, whether you need flexibility (to change the ticket), how many airlines
compete in that specific market/route, time of day you plan to travel, if there is a
possibility that the traveler will cancel the trip, and the state of the economy as reflected
by consumer travel demand. The airlines adjust their fares up and down many times a day
based on these variables.

With that said, in May 2012, OMB issued Memorandum 12-12 that, among other things,
requires GSA to establish or clarify policies that “promote the identification and use of
non-contract air carriers that, if used, will result in a lower total trip cost to the
government.” We are currently in the progress of revising the Federal Travel Regulations
(FTR) that promote the use of non-contract air carriers while balancing its associated
risks.

The policy for Federal travelers, over the past few decades, as administered by each
agency, has been to use the Federal contracted airfare program, GSA's City Pair Program
(CPP). The FTR does, however, allow for certain exceptions for using non-contract
carriers. For example, agencies can use a non-contract air carrier when the carrier offers
a lower fare to the general public that, if used, will result in a lower total trip cost to the
Government. When exceptions are not used GSA's airfares allow Federal travelers to
book flights based on the demands of the mission; this often means booking flights at the
last minute and maintaining the ability to cancel the ticket for a full refund. In most
instances a traveler booking a flight at the last minute would expect to pay a premium;
however GSA’s pre-negotiated fares are in many cases the LOWEST cost airfare in the
market. Generally those that are the lowest are found in the high travel volume markets,
In addition these fares allow travelers to change or cancel their tickets at no cost.

For those Government employees who use it, GSA's online ETS reservation and booking
tools make it even more manageable and effective for Federal travelers to guarantee that
they get the lowest airfare. ETS has an advantage over commercial sites because it gives
the traveler both the CPP and the lowest fares on the commercial websites. ETS is able to
accomplish this because it is integrated with the same reservation sources as

the commonly used commercial websites.

Examples of pricing- Washington, DC to:
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Charleston, SC- this is a monopoly market in the commercial sector where the City Pair
fares are $699 (this fare is coded YCA which means it is a guaranteed GSA economy
class Airline City Pair fare) and $499 (this fare is coded _CA which means it is a limited
capacity, GSA economy class Airline City Pair fare*) when compared to a recent
Expedia fare of $340. However, the commercial fare cost may increase at any time
depending upon the variables discussed earlier and that fare in some instances may
exceed the cost of CPP fares. San Francisco, CA - this is a very competitive market with
high demand/volume. The current City Pair fare is $168 and $129 as compared to $479
on Orbitz.

Current directives and policy from the Administration direct travelers to look at the
lowest options for airfares that will still permit them to do their mission but save money.
GSA's ETS provides a better option to accomplish this directive than the commercial
websites.

* The only difference between the YCA and _CA is that there are a limited number of
seats on the lower CA Airline City Pair rate. Therefore, travelers should make flight
reservations as soon as plans are firm.

Another important reason for Federal travelers to stay inside the Government’s booking
tool, ETS, is that ETS provides GSA with the ability to capture data that can then be used
to leverage and strategically source air travel. If travelers go outside ETS to commercial
sites the GSA loses visibility into the data and the ability to strategically negotiate
reduced fares with the carriers.

Policy, procurement, and programs are tightly aligned in ETS to provide every Federal
traveler the ability to choose the lowest available airfare in real time.

When GSA was created, it was long before the internet and other technologies and
innovations that simplified how people can compare the prices of various goods and
services and make acquisitions. Can you explain how GSA’s role has changed?
Why is the agency still relevant? Is it time for the federal government to shift the
burden of some of the responsibilities currently handled by GSA to the agencies
themselves?

While technology has advanced considerably since GSA was created in 1949, the
economic realities that lead to the creation of a central procurement agency for the federal
government have not. By centralizing this purchasing power in GSA, we are able to
create better value and efficiency than if individual agencies handled their acquisitions
themselves. The internet and other technologies may have changed how we go about our
purchasing, but they have not changed the fact that economies of scale enable GSA to
leverage government purchasing power to reduce cost and improve outcomes for the
entire federal government.
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Imagine, for example, the inflationary impact on federal office rents if agencies within
the National Capital Region began competing against each other for office space.
Similarly, if GSA stepped back from coordinating and in some cases purchasing in bulk
common goods and services, agencies would purchase in smaller quantities and the costs
to taxpayers would necessarily increase. In the current fiscal environment, the role of
GSA is more relevant than it has been at any point since our founding.

Post-Hearing Questions for the Record
Submitted to the Honorable Daniel M. Tangherlini
From Senator Mary L. Landrieu
“Moving from Scandal to Strategy: The Future of the General Services Administration”
September 12, 2012

1) How does GSA respond to assertions by certain industry groups that the proposed
LEED 2012 standard, presumably the standard which GSA will promote for use in federal
properties, shifts from a primarily performance based standard to one which focuses on
building materials, resulting in a standard which disincentives the use of chemically based
building materials?

GSA evaluates green building rating systems once they are finalized and available in the
market for public use. LEED 2012, now named LEED v4, is not available for public use,
and GSA has not evaluated this system. GSA will continue to monitor the proposed
updates to LEED, but will wait until the completion of LEED v4 before assessing the
implications of any changes. GSA evaluated LEED 2009 in its most recent green building
certification system review report (http://www.gsa.gov/gbcertificationreview) since
LEED 2009 was the current version of the system at the time the study was being
conducted.

In general, GSA selects materials based on budget, functionality, durability and the needs
of our clients (including sustainability requirements). GSA supports transparency in the
development of standards, disclosure of ingredients and the avoidance of toxic or
hazardous materials.

2) What is the relationship between GSA, specifically the Office of High Performance
Green Buildings and the USGBC, the organization developing the LEED standard?

GSA is a member of the USGBC in the Government — Federal Agency category.
Membership is by organization only. GSA has been a member since 2001. Mr. Don
Horn, the Deputy Director for the Office of Federal High-Performance Green Buildings
has served two terms as the Federal Advisor to the USGBC Board of Directors (a non-
voting position advising the USGBC Board of Directors but not a position on the board
itself). While Mr. Horn could provide input to the USGBC Board of Directors, he is
unable to vote on matters before the board.
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Section 12 of the National Technology Transfer and Advancement Act (NTTAA)
requires Federal agencies to use consensus-based private sector technical standards, when
available, and participate in the development of technical standards. GSA believes
participating in the development of sustainable design technical standards is in the best
interest of the taxpayer and will help increase the efficiency and sustainability of the
Federal government by reducing the cost and environmental impacts of its buildings.

Over the years, GSA has participated in several green building rating system and standard
development processes. In addition, a former Assistant Commissioner in GSA’s Public
Buildings Service served as an advisor to the Green Building Initiative’s Board of
Directors with additional staff serving on technical committees in the development of the
Green Globes rating system.

3) Can you comment on how GSA will move forward to improve how you look at the long
term implications of the adoption of one standard, specifically LEED 2012, over its
alternatives such as Green Globes?

When GSA made its first recommendation in 2008, the U.S. Green Building Council’s
Leadership in Energy and Environmental Design (LEED) green building certification
system was the only suitable option at the time. However, as has been documented in our
most recent green building certification review study,. The review was provided to the
three green building certification system owners (Green Building Initiative, U.S. Green
Building Council, International Living Building Institute) prior to its publication in order
gather their input on the information contained in the review. Once their input was
incorporated, GSA published the report in March 2012 and made it available to the public
on a GSA website (http:/www.gsa.gov/gbeertificationreview). Appendices H, I, and J of
the green building certification system report contains the comments received from the
green building certification system owners.

4) I also understand a federal register notice on your green building rating system review is
forth-coming, when can we expect this?

GSA hopes to publish the notice in the Federal Register in the coming weeks once the
review has been completed.
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Post-Hearing Questions for the Record
Submitted to the Honorable Daniel M. Tangherlini
From Senator Claire McCaskill

“Moving from Scandal to Strategy: The Future of the General Services Administration”

September 12, 2012

1. In July, you began a review of GSA’s performance awards system. In your statement
you claimed that GSA’s system was complicated, lacked transparency and that the
performance goals may not be aggressive enough. To that latter point you stated that
you thought performance awards should be issued for “exemplary service that goes
above and beyond” the basic level of expected performance.

a,

Will you please expand on what you meant by this statement?

Based on GSA's Top to Bottom business review we determined that current
performance measures were not tied closely enough to the Agency mission/goals, were
not aggressive enough and did not make meaningful distinctions between performance
levels. GSA will develop aggressive goals and rigorously manage against those goals
to ensure exemplary performance across the Agency. We will reward performance that
goes beyond basic levels and demonstrate performance excellence in achieving Agency
goals. GSA is currently in the process of reviewing its performance management and
recognition system. We will review and update our policies, training, IT and controls,
to improve performance management and recognition.

Additionally, we do not report bonus information for the Office of the Inspector
General (OIG). To obtain OIG bonus information, please contact OIG.

Do you feel as though GSA officials were too liberal in awarding performance
bonuses in the past?

Our reviews of organizational business and performance plans did not reveal aggressive
goals or the practice of making meaningful distinctions between levels of performance
orawards. GSA is currently in the process of reviewing its performance management
and recognition system. We will review and update our policies, training, IT and
controls, to improve performance management and recognition and reward
performance that goes beyond basic levels. We have also reduced the budget for
bonuses by 85% for performance awards,

Besides cutting the overall dollar amount available for SES performance awards
what else are you doing to address your concerns?

GSA is currently in the process of reviewing its SES performance management and

recognition system in addition to reviewing the system covering non-SES employees.
Governmentwide, SES members are covered by a pay-for-performance system where
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their compensation, both salary adjustments (although currently frozen) and
performance awards, are directly linked to annual performance appraisals. We will
continue to refine how we align executive performance with organizational goals
including better ways to measure and monitor both organizational and individual
performance. We also are taking steps to strengthen our SES Performance Review
Board process beginning with the FY2012 performance cycle and will ensure that any
SES performance awards granted for FY2012 performance are for truly exceptional
performance. We anticipate the need to update our policies, training, IT and controls,
to improve SES performance management and recognition for the future. We intend to
review the decision to reduce the amount of money being made available for executive
performance awards to determine whether this approach is sustainable or requires
modification in FY2013, We will continue to ensure such awards, if granted, are based
on clearly defined goals, measures, and outcomes.

. Do you have the same concerns with respect to performance awards given to GS

employees?

Our reviews of organizational business and performance plans did not reveal aggressive
goals or the practice of making meaningful distinctions between levels of performance
or awards. GSA is currently in the process of reviewing its performance management
and recognition system. We will review and update our policies, training, IT and
controls, to improve performance management and recognition and reward
performance that goes beyond basic levels.

. Do you have plans to take similar steps with regards performance awards that

might be available to GS employees? If not, why not?

Yes. GSA is currently in the process of reviewing its performance management and
recognition system to ensure aggressive goals, meaningful distinctions between levels
of performance, and awards for performance excellence beyond basic levels. GSA has
identified opportunities for improvement in the areas of (1) Policy, (2) IT systems
support, (3) Training and Skill development, & (4) Controls/Accountability.

2. In July, I introduced the Stop Wasteful Federal Bonuses and Conferences
Act, with my colleague Senator Kelly Ayotte from New Hampshire. One
important provision of this legislation is that it would allow for an agency
head to claw back performance awards given to an employee who received
an adverse finding by the an inspector general or equivalent, In the
questions Chairman Lieberman and Ranking Member Collins sent to you on
May 10th they stated that 50 people involved in the planning of the 2010 Las
Vegas conference received bonus awards totaling $35,500.

a. While you were able to take disciplinary actions against some of these
employees you were not able to recoup those bonus awards, is that correct?

21

13:19 Dec 19,2012 Jkt 076067 PO 00000 Frm 00181 Fmt6601 Sfmt6601 P:A\DOCS\76067.TXT JOYCE

76067.151



H605-41331-79W7 with DISTILLER

VerDate Nov 24 2008

178

b. Do you believe that the provision of my legislation allowing agency heads to
claw back these awards would have helped you to recoup some if not all of
those awards?

¢. Do you have any suggestions for changes to the legislation?

Over the past few months, GSA has diligently worked to implement restrictions
on travel, training and conferences. It is encouraging to see many of the policies
that we have worked hard to implement reflected in your bill.

3. One of the biggest issues that surfaced from the IG’s review of the Las Vegas
conference scandal was the contracting officers’ disregard for or a lack of knowledge of
federal procurement regulations including: allowing for unjustified sole source awards,
contracting officers violating their warrant limitations, and violations of small business
preferences. You previously stated that GSA specialists are already required to complete
rigorous curriculum training, so what additional measures are you now taking to ensure
contracting officers are properly informed and are following all federal procurement
regulations?

GSA plans to conduct a review of the contracting officer warranting process. Currently, GSA is
revising the GSAR Section 501, which addresses career development of the Contracting
Officers’ Warranting Program (COWP), and the role of the Acquisition Career Manager (ACM).
In addition, GSA is developing an Acquisition Career Manager handbook to accompany GSAR
Section 501 in order to provide clear guidance to the ACMs in the Regions.

GSA plans to strengthen its processes for ensuring that contracting officers receive appropriate
Continuing Education by making available additional training resources to contracting officers to
ensure that they are trained on the most current policies, regulations, and requirements on a
timely basis.

GSA is conducting more rigorous Procurement Management Reviews (PMRs) of contracting
activities. PMRs analyzing samples of award actions from across the agency to determine
compliance with the Federal Acquisition Regulation, the General Services Acquisition
Regulation, and other applicable acquisition laws, regulations and policies. In addition the PMR
team will continue to make recommendations to the implementation of best practices. InFY 13
GSA PMR reports will identify high-risk areas, be delivered directly to the Head of Contracting
Authority, and request Corrective Action Plans.

GSA is implementing Quarterly Management Reviews (QMRs) of key acquisition data points
through a dashboard. The QMRs will cover competition, high risk contracting, small business
set-asides, strategic sourcing, and other areas to maintain visibility and ensure accountability.

GSA is working to complete full implementation of the Federal Acquisition Institute Training
Application System (FAITAS) at GSA. Once FAITAS is fully deployed, it will provide
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enhanced capabilities for tracking warrants and certification that will strengthen GSA’s ability to
manage and monitor the training and readiness of GSA’s acquisition workforce.

On April 15, 2012, GSA issued an Order granting the Senior Procurement Executive (SPE) for
GSA the authority to suspend or terminate the warrant authority of any GSA contracting officer
as necessary in any organizational component of the agency. Any suspension or termination
made by the SPE may not be overridden by any other GSA appointing official.

4. In August, GSA issued a “letter of concern” to IBM, the contractor for GSA’s System
for Award Management (SAM). Since the contract was awarded, the costs of the project
have skyrocketed, the schedule has been delayed by years, and the first phase of the
project, which went live this summer, is riddled with defects. Earlier this year, in a report
I requested, GAO recommended that GSA reevaluate the business case for SAM and
determine whether it is the most cost effective alternative. GAO also recommended that
GSA modify the IBM contract, since IBM has been paid the same fixed price amount for
SAM development, operation, and maintenance even though there was little to operate and
maintain for nearly 2 years.

a. Would you please describe your plan for IAE and SAM going forward?

GSA’s “letter of concern” to IBM dated August 7, 2012 raised several contractor performance
issues relating to the initial operating capability of the System for Award Management (SAM),
IBM was directed to propose a Corrective Action Plan and provide weekly status updates to
correct  SAM defects and ensure that the system is fully functional. IBM continues to address
these problems. GSA is closely reviewing and monitoring IBM’s progress. In accordance with a
GAOQ recommendation, GSA modified its contract with IBM in August to establish clearly
defined tasks and associated deliverables and costs for each task.

GSA also reassessed its business case for continuing the SAM project initiative and re-confirmed
that legacy TAE systems should be consolidated under a single system with a single data
repository. Anticipated benefits from pursuing this course of action include: eliminating
remaining redundancies; increasing agility to respond to emerging laws, regulations and policies;
improving data access and accuracy to support analysis and decision making; improving
efficiency; reducing burden on users (i.e. small businesses, government organizations and
others); and reducing costs and risks for the Federal acquisition, assistance, and vendor
communities.

GSA is establishing an integrated project team that includes staff from the Federal Acquisition
Service (FAS) and the Office of the Chief Information Officer (OCIO). This team will review
SAM project status and current management, technology, and business process challenges and
develop an appropriate set of recommended actions and next steps to achieve SAM’s vision of a
single sign-on, single platform, and single source of data for government and industry.
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5. It has recently come to my attention that GSA may be seeking to contract with the
private sector to serve as what some are deeming a “cloud broker”, essentially someone to
serve as a purchaser for IT services on behalf of the federal government.

a. For agencies purchasing information technology services, isn’t the
“broker” role traditionally fulfilled by GSA itself? Why is GSA
considering outsourcing this core agency function?

GSA is not outsourcing its core agency functions. It should be noted, that in the
Request for Information, inherently governmental activities such as governance,
technical requirements, information security, and contracting would not be
outsourced. Currently, GSA is exploring the market maturity and the different
implementation models that exist for Cloud Brokerage Services. The Request for
Information is part of that research; and aligns with the Cloud Brokerage Service
model in draft form by the National Institute of Standards and Technology
(NIST), a Federal Government agency within the Department of Commerce. The
brokerage model could enable the Federal government to address hereto identified
issues like complexity of integration, and technical issues. In order for the
government to fully realize the benefit of the cloud, it must continue to explore ,
innovative approaches, like a cloud brokerage, to addressing these issues. To
validate these concepts, GSA is conducting an analysis of the many different
implementation models and their related impacts on competition, speed of
acquiring cloud services (and their savings) as part of the Request for Information
process.

b. If agencies are expected to use private sector “cloud brokers,” could that
end up substituting the preferences of these brokers for what would
otherwise be an open, competitive bidding process?

The use of a Cloud Brokerage Service would still require GSA and agency users
to follow the requirements outlined in the Federal Acquisition Regulations. One
of the potential benefits of Cloud Brokerage Services that is a subject of the
Request For Information is that these brokers could identify competitive services
that meet the baseline standards and provide on-going competition among cloud
providers to encourage both continual update of the technology and price
reductions. Any future implementation of a service such as this would comply
with Federal Acquisition Regulations.

¢. One of the main selling points for cloud services is saving money, but
technology analysts already speculate that paying for another layer of
bureaucracy could erase the cost savings. How confident are you that
using “cloud brokers” instead of GSA employees will be a net benefit?

In order for the Federal government to fully realize the benefits of the cloud, it

will need to address issues with integration, acquisition, and security Large scale
GSA has sought input from independent research firms to help validate the
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concept. Through a worldwide survey, Gartner identified that over 40% of IT
managers believe that a Cloud Service Brokerage adds value when selecting a
Cloud Service Provider. Additionally, it should be noted that today, most large
Cloud vendors choose to partner with a reseller when delivering their services to
the Federal Government, thus locking in their agreements in a way that cloud
brokerage may counter to provide greater competition. The Cloud Brokerage
model may be more effective in aggregating business volume and in creating on-
going competition among Cloud providers than a single award approach for each
cloud service. The Cloud Brokerage model is also used by some to provide
integration among cloud and legacy systems and security integrations services
that currently are performed by integrators, so there may be little to no actual cost
difference in total. To validate these concepts, as part of the Request for
Information process, GSA is conducting an analysis of the market and cost
benefits will be included to determine the impact of this approach.

Post-Hearing Questions for the Record
Submitted to the Honorable Daniel M. Tangherlini
From Senator Jerry Moran

“Moving from Scandal to Strategy: The Future of the General Services Administration”
September 12,2012

1. As you review various programs and components of GSA, are you looking at
standards and criteria set by the FAS, specifically concerning the cost limits for
supplies? Agencies across the board use GSA-approved supplies, but some of the
costs for items that are approved by GSA standards are concerning. For example, a
facility in Belton, MO bought several “lounge” chairs at $1,200 each. Upen further
investigation, the total cost to furnish two offices and a reception area in this facility
was approximately $24,000. Agencies purchasing these goods can do so because it is
what GSA has made available, regardless of whether it is necessary or reasonable to
spend that much. Will GSA review these standards and take a hard look at what is
reasonable for these spending limits in order to find ways to save taxpayer dollars?

we believe that there’s a significant opportunity for GSA to help agencies drive greater
savings and efficiencies through both high-value, cost effective schedule contracts as well
as through strategic sourcing.

GSA schedule contracts are pre-negotiated contracts — or Multiple Award Schedules —
which , save agencies the time and effort required to establish and maintain their own
contracts. These contracts are reviewed and approved using a best value approach of
which pricing is a major component. .

In fact, GSA’s overall furniture pricing offers a 21.4% average discount over the best
open market price. For seating, this advantage increased to 22.3%.
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Another key way GSA can drive agency savings and greater standardization across
government is through the development of government-wide strategic sourcing contracts.
Today GSA has in place four strategic sourced vehicles that have saved agencies more
than $100 million. By leveraging the full volume of the government’s buying power, or
buying in bulk, GSA has not only saved taxpayers money, but improved services,
standardized and streamlined requirements, and improved small business participation.
One example is GSA’s office supplies contract which has saved over $140 million since
FY 2010 by offering lower prices than any single agency. As part of its responsibilities
as a member of OMB’s new Strategic Sourcing Leadership Council, GSA will be
conducting a review of office furniture as a potential strategic sourcing vehicle for FY
2014 — one of the many that GSA is planning to establish in FY13 and FY 14 to increase
the number of strategic sourcing solutions available to the government..
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