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Why GAO Did This Study

Federal agencies have used time-
and-materials (T&M) contracts to
purchase billions of dollars in
services. These contracts are risky
because the government bears the
risk of cost overruns. Effective
February 2007, the Federal
Acquisition Regulation (FAR) was
revised, pursuant to a statutory
change, to allow T&M contracts to
be used to acquire commercial
services under FAR Part 12, which
uses a streamlined procurement
process. Certain safeguards were
included in FAR Part 12, including
a requirement that contracting
officers prepare a detailed
determination and findings (D&F)
that no other contract type is
suitable. Based on a mandate to
review the use of T&M contracts
for commercial services, we
assessed (1) agencies’ reported use
of such contracts and what they
acquired, (2) the degree to which
agencies complied with the new
safeguards, and (3) the
applicability of the safeguards to
General Services Administration
(GSA) schedule contracts. GAO
reviewed contracts and orders at
DOD and civilian agencies and
spoke with contracting officials.

What GAO Recommends

GAO recommends that OFPP take
steps to clarify the FAR regarding
labor-hour contracts and to
explicitly apply the Part 12
safeguards to the GSA schedules
program, and that it provide
guidance to contracting officials on
the Part 12 D&F. In oral
comments, OFPP agreed with our
recommendations. The other six
agencies in our review also
concurred or had no comment.

View GAO-09-579 or key components.
For more information, contact John Hutton at
(202) 512-4841 or huttonj@gao.gov.

CONTRACT MANAGEMENT

Minimal Compliance with New Safeguards for Time-
and-Materials Contracts for Commercial Services and
Safeguards Have Not Been Applied to GSA Schedules
Program

What GAO Found

From February 2007 to December 2008, agencies reported using commercial
item procedures under FAR Part 12 to buy a variety of services through T&M
contracts; examples include emergency nursing services on Indian
reservations and gunsmith services for the FBI. The reported value of these
contracts was $4.4 billion—or less than 1 percent of the total federal dollars
obligated for services during this period. Of the $4.4 billion, $3.1 billion had
gone through GSA’s schedules program. GAO identified about another $6
billion, in addition to the $3.1 billion, in T&M obligations for commercial
services under GSA schedule contracts. The reliability of the data reported as
T&M contracts using FAR Part 12 procedures is questionable. Of the 149
contracts GAO reviewed, 28 had been miscoded as acquiring commercial
services or as T&M contracts. Another issue that indicates a potential
underreporting of T&M contracts for commercial services is that contracting
officials across the agencies had the mistaken impression that the fixed labor
rate in T&M contracts makes these contracts fixed-price. GAO raised this
issue with officials from the Office of Federal Procurement Policy (OFPP)—
chair of the federal acquisition regulatory council—who agreed that
clarification on what constitutes a fixed-price versus labor hour contract
would be beneficial. Further, GAO found that contracting officials had
different opinions of what generally constitutes a commercial service. Some
viewed services intended to meet a specific government requirement as
noncommercial, while others viewed similar services as commercial.

The Part 12 D&F was rarely used for the contracts GAO reviewed. The D&F
must incorporate four elements, such as a description of the market research
conducted. Of 82 contracts reviewed that were explicitly subject to this D&F
requirement, only 5 included all the required elements, and 9 partially met the
requirement. Of the remaining contracts, 33 had no D&F at all and 35 included
the less stringent D&F applicable to noncommercial T&M services. GAO
found a general lack of awareness of the Part 12 D&F requirement at the
agencies in this review. Agencies’ internal management and legal reviews
generally did not detect the failure to include the D&F. OFPP officials
expressed concern about the lack of compliance with the D&F requirement.

The Part 12 D&F requirement has not been applied to the GSA schedules
program. GSA officials stated that the GSA Administrator has discretion about
what procedures apply to the program. In a legal opinion to GAO on whether
the statutory changes regarding T&M contracts for commercial services apply
to the schedules program, GSA concluded that the applicability is uncertain
but stated that existing regulations satisfy concerns about use of T&M under
the schedules program. GAO notes that these regulations do not require the
same level of detailed analysis as does the Part 12 D&F. Further, there is no
indication that the statutory requirements cannot apply to items or services
under the schedules program. GSA officials said they are in the process of
developing a Part 12 D&F for the entire schedules program, but it is not clear
how this D&F will act as a safeguard when T&M orders are used.

United States Government Accountability Office


http://www.gao.gov/products/GAO-09-579
http://www.gao.gov/cgi-bin/getrpt?GAO-09-579

	June 2009


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


