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A. Executive Summary

Section 743 of Division C of the Fiscal Year 2010 Consolidated Appropriations Act, P.L. 111-117, requires civilian agencies to prepare an annual inventory of their service contracts and to analyze the inventory to determine if the mix of Federal employees and contractors is effective or if rebalancing is required. On September 8, 2015, the Administrator, Office of Federal Procurement Policy (OFPP) issued an alert containing guidance for agencies to use in preparing their FY 2015 inventories and analyzing their FY 2014 data; the alert also advised agencies to continue using prior years’ guidance provided in OFPP Memoranda dated November 5, 2010 and December 19, 2011. The requirements specified in these guidance documents are addressed in this report.
The purpose of this analysis is to determine if contracted labor was used at the Department of the Interior (DOI) in an appropriate and effective manner during FY 2014, such that critical functions were performed solely by Federal employees and that the agency was able to maintain control of its mission and operations. A detailed discussion of the results of this analysis is provided in the Findings section of this report. Additionally, this report describes the scope and methodology of the analysis conducted, actions taken and planned for addressing findings, and a list of agency officials who are accountable for implementation and oversight of these actions.
B. Scope
Special Interest Functions
The table below includes a list of the special interest functions studied by DOI from its Service Contract Inventory (SCI) for this analysis, and the total dollars obligated to those specific product and service codes (PSC) in FY 2014.
	DOI FY 2014 Service Contract Inventory
Special Interest Functions Studied

	PSC
	Description of Function
	Dollar Obligations

	D302
	IT and Telecom Systems Development
	$32,025,497

	D399
	IT and Telecom-Other IT and Telecommunications
	$188,197,663

	R408
	Support-Professional: Program Management/Support
	$79,654,597

	R425
	Support-Professional: Engineering/Technical
	$72,826,275

	R497
	Support-Professional: Personal Services
	$1,029,696

	R499
	Support-Management: Other
	$187,517,528

	R707
	Support-Management: Contract/Procurement/Acquisition
	$11,818,872

	Total Special Interest Function Obligations
	$573,070,128



As suggested in the 2010 guidance, DOI focused its FY 2014 review on the use of contracted information technology (IT) support and professional management services—functions which have been identified by OMB as high risk in terms of ability to maintain control of agency mission and operations. Specifically, DOI selected for its review PSCs for which agency expenditure was particularly high including IT and telecommunications services (D399), program management support (R408), engineering and technical support (R425) and other management support (R499), as well as those especially prone to risk including IT systems development (D302), personal services (R497) and acquisition support (R707).
Review Sample
DOI’s inventory included 1,843 special interest service contracts. For the purposes of this analysis, DOI reviewed 93 of these contracts, constituting a sample size of 5 percent. To select the 93 contracts for the review, the list of all 1,843 special interest contracts was broken out by PSC and then again by sub-agency, or DOI Bureau. Each Bureau was then asked to review 5 percent of its total contracts per PSC to meet the sample size. The table below shows the number of contracts reviewed by each Bureau for each special interest PSC, totaling 93 agency-wide. 
	DOI FY 2014 Service Contract Inventory
Number of Contracts Reviewed, by Contracting Bureau and PSC

	DOI Bureau Name
	Product and Service Code
	Total

	
	D302
	D399
	R408
	R425
	R497
	R499
	R707
	

	Bureau of Indian Affairs
	
	3
	1
	1
	
	6
	
	11

	Bureau of Land Management 
	1
	2
	1
	
	
	7
	
	11

	Bureau of Ocean Energy Management 
	
	1
	
	
	
	
	
	1

	Bureau of Safety and Environmental Enforcement
	
	1
	1
	
	
	1
	
	3

	Bureau of Reclamation
	
	
	1
	
	
	2
	
	3

	National Park Service 
	
	1
	1
	1
	
	8
	
	11

	Interior Business Center 
	1
	4
	2
	1
	
	10
	1
	19

	Office of Surface Mining, Reclamation and Enforcement 
	
	
	
	
	
	1
	
	1

	U.S. Fish & Wildlife Service 
	
	
	
	
	1
	7
	1
	9

	U.S. Geological Survey 
	1
	1
	1
	10
	
	11
	
	24

	DOI Total
	3
	13
	8
	13
	1
	53
	2
	93



Bureaus were granted discretion in determining the specific contracts to be reviewed, but were encouraged to focus their attention on high dollar value contracts and contracts that were particularly vulnerable to overreliance on contractors and other risks. The combined value of reviewed contracts totaled $103,838,835, or 18 percent of the total dollars obligated for special interest functions.
C. Methodology

In April 2015, the DOI Office of Acquisition and Property Management (PAM) established a collaborative working group with representatives from each DOI Bureau to assist in the analysis of the FY 2014 SCI. The SCI Work Group met several times over the course of the fiscal year to discuss new requirements and to devise a revised, collaborative approach with the purpose of ensuring a meaningful analysis of the inventory that served not just as a reporting exercise, but rather as a useful decision-making tool for supervisors and acquisition program managers. 
One key action item identified during these meetings was to enhance the contract review methodology by leveraging Google Forms technology to facilitate information gathering, with the ultimate goal of yielding clearer, more actionable results. The screenshots below show excerpts from the Google Forms questionnaire and corresponding results summary page. 
[image: ]
DOI FY 2014 Service Contract Inventory Survey
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Results, DOI FY 2014 Service Contract Inventory Survey

A Google survey was completed by the administering Contract Specialist and/or Contracting Officer (CO), with additional input from the Contracting Officer’s Representative (COR), for each of the 93 contracts in the review sample. Survey responses were due on August 28, 2015. After all responses were received, PAM Office analysts conducted an in-depth, comprehensive analysis of the results, which are captured in the next section.
It is pertinent to acknowledge an inherent reporting bias present in this methodology. Survey responses were submitted by the acquisition personnel responsible for contract administration and oversight; incentives therefore existed (theoretically, at least) to report evidence of proper conduct, compliance and minimal risk. In an attempt to reduce these biases, DOI Bureaus were instructed to complete their contract reviews in groups for improved accountability and to involve Bureau Headquarters personnel for further input and oversight. Additionally, the PAM Office conducted a detailed review of survey responses and sought clarification where there appeared to be inconsistencies or issues. 
D. Findings

This section summarizes the findings of DOI’s FY 2014 service contract inventory analysis, the purpose of which was to determine if contracted labor was used in an appropriate and effective manner such that the agency was able to maintain control of its mission and operations.
Contract Management and Oversight
Survey participants (see Methodology) were asked to report the number of contractor personnel involved in the performance of the contract as well as the number of Federal employees involved in the oversight of the contract. On average this ratio was 7:5, or 1.4 contractors to every Federal employee who oversaw the execution of a particular contract. This figure represents what DOI believes to be a manageable workload in terms of an individual Federal employee’s ability to supervise and regulate contractor activity.
When asked to describe any monitoring systems or processes in place for contract oversight, participants reported activities such as regular progress meetings with contractor personnel, close observation of tasks by the CO or COR, contractor submission of weekly or monthly status reports, and other similar contract management activities. Additionally, for over 97 percent of reviewed actions, COs reported that overall they felt there was adequate oversight of contract activity.
Cost overruns were reported for less than 5 percent of contracts reviewed, and schedule delays were reported for only 11 percent. Almost all of these issues were attributed to “Government delays” or uncontrollable circumstances, rather than contractor cause. 
Nature of Contractor Activity
Contracts were reviewed to determine whether contractor personnel were performing tasks associated with inherently governmental activities. Survey participants were asked if any activities on a list of nine specific tasks were being performed by the contractor. For 94 percent of actions reviewed, no such tasks were reported to have been performed; of the remaining 6 percent, reported activities included (1) conducting agency training courses and (2) attending conferences on behalf of the agency. Upon seeking further clarification regarding the exact nature of these activities, contractor roles were determined not to be inherently governmental. Training conducted by contractor personnel was done solely in relation to the specific systems and services provided and developed by the contractor, and as required and defined in the contract Statement of Work. Contractors who attended conferences on behalf of the agency were accompanied by Federal personnel and did not misrepresent their affiliation or contractual relationship with the Government. 
Product and Service Code Designation
An important finding from the SCI survey responses was that nearly 39 percent of contracts reviewed were reported to have been originally designated with an inappropriate or incorrect PSC; codes R499 and R425 accounted for the majority of these inaccuracies. When asked what a more appropriate PSC would have been, responses included D-category services (IT and telecom) and B-category services (special studies and analyses), among others. Many of these contracts have since been modified for PSC correction, as further discussed in the Action Items section of this report.
Use of Personal Services Contracts
Federal Acquisition Regulation (FAR) 37.104 prohibits agencies from awarding personal services contracts unless specifically authorized by statute. The U.S. Geological Survey (USGS) does have such statutory authority in the case of temporary services of students or recent graduates (43 U.S.C. §50d). One personal services contract was reviewed as part of this analysis; however, it was awarded not by USGS but rather by the U.S. Fish & Wildlife Service. Upon review of this contract, it was determined that the PSC designation was incorrect and that the contract was not in fact for personal services. The PSC has since been corrected. DOI continues to make awards in accordance with FAR 37 and does not award personal services contracts unless exempted by statutory authority.
Discussion
The findings above indicate that there are strong safeguards in place for ensuring proper contract performance and minimizing the risk of contractors performing critical or inherently governmental functions. The evidence supports DOI’s ability to maintain control of its mission and operations through effective contract management and oversight. 
While the work performed by Federal employees and contractors appears well balanced, some mission activities continue to be heavily supported by contract services. The nature of DOI’s mission requires contract support in several areas including IT strategy and architecture, systems development, telecommunications, as well as in program management, engineering/technical support, and other professional support services. With the enactment of the Federal Information Technology Acquisition Reform Act (FITARA), DOI anticipates increased oversight and new opportunities for contract consolidation in these areas.
Analysis of the service contract inventory provided a greater understanding of the extent of the work performed by contractors and insight into the appropriate use of contract labor for supplementing, rather than substituting, work done by Federal employees. DOI appears to be in control of operations and is able to successfully carry out its mission to protect and manage the Nation’s natural resources and cultural heritage; to provide scientific and other information about those resources; and honor its trust responsibilities or special commitments to American Indians, Alaska Natives, and affiliated island communities.
E. Action Items 

In accordance with OFPP guidance, this section discusses DOI’s actions, both taken and planned, to address weaknesses or challenges identified as a result of this analysis. An update on the status of planned actions from last year’s inventory analysis is also provided.
Actions Taken
Last year the PAM Office identified a need to establish an Agency Reports Manager position to ensure the accuracy of reporting, provide consistency in agency-wide analysis, and advance the management of inventories to drive efficiencies. This position was filled in February 2015. Since her hiring, the Reports Manager has streamlined the agency’s reporting function and spearheaded this year’s revised SCI analysis process on behalf of DOI. The new, collaborative approach has helped to address and overcome previously identified challenges associated with this effort. Upon completion of this report, the Reports Manager will help the agency to make better use of the SCI as a meaningful management tool and not just an annual reporting requirement.
[bookmark: _GoBack]Prior inventory analysis found that there were several categories suitable for further examination for possible contract consolidation. DOI continued its effort to identify opportunities to consolidate contract requirements to reduce duplication and increase savings, while continuing to achieve its small business contracting goal of more than 53%. To that end, PAM procured professional management services as an interim solution to fill the loss of its Strategic Sourcing Initiatives (SSI) Program Manager last year. While contract support has helped to cover the responsibilities and functions previously performed by the SSI Program Manager, the contractor position recently became vacant and leadership is currently working to backfill this role. 
Planned Actions
As discussed in the Findings section, SCI survey results revealed a weakness in data quality related to proper coding of PSCs in the Federal Procurement Data System – Next Generation (FPDS-NG). While many codes were fixed as a result of this analysis, much work still needs to be done to make improvements across the agency. PSCs ending in “99” (e.g., D399 and R499) indicate “other” services and serve as a catch-all for unknown or unspecified categories; it appears that DOI COs select these “other” designations far too often in the contract data reporting process. A training opportunity exists to explain to contracting personnel how PSC information is used, the negative downstream effects of incorrect data entry, and the overall importance of data quality in FPDS-NG and other systems. DOI is committed to developing this content and delivering training to its acquisition workforce in the coming fiscal year.
Another opportunity for training is on the inclusion of FAR clauses 52.204-14 and 52.204-15 in applicable contracts to require service contract reporting in the System for Award Management (SAM) by the contractor. In addition to communicating this new regulation to the acquisition community, DOI will continue to promote and encourage outreach to contractors regarding this reporting requirement to improve overall contractor response.
F. Accountable Officials

The DOI senior agency official accountable for the development of agency policies, procedures, and training regarding the SCI is James McCaffery, Deputy Director, Office of Acquisition and Property Management.
The DOI senior agency official responsible for ensuring appropriate internal management attention is given to the development and analysis of the SCI process is Debra Sonderman, Director, Office of Acquisition and Property Management.
Questions regarding the content of this report can be directed to Samantha Brownstein, Program Analyst, Office of Acquisition and Property Management.
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