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In response to requests from Senators John McCain and Wayne Allard, the
Office of Inspector General reviewed the Federal Aviation Administration’s
(FAA) contract administration oversight on the $875 million Technical Support
Services Contract (TSSC).   We found that FAA has not exercised effective
management oversight or followed its own guidelines on TSSC to ensure that
support services are efficiently meeting FAA requirements and are cost-
effective.

The weaknesses found in FAA management oversight of the TSSC undercut the
primary objective of acquisition reform, which was to provide more timely and
cost-effective acquisitions and improve the quality of equipment and services
acquired by operating more like a business.  For example, we found that FAA
did not develop reliable cost estimates or analyze significant variances between
its cost estimates and the contractor’s proposed cost estimates.  Without reliable
cost estimates, FAA, like any business, cannot make an informed decision as to
whether the contractor's cost estimate is fair and reasonable, and is at risk for
paying for inflated and overpriced services.  FAA could go a long way in
achieving benefits of acquisition reform if it promptly applied the lessons
learned from this audit to future TSSC work and to other system and support
service type contracts.

During our review, we periodically met with members of your staff regarding the
findings and recommendations in this report.  In addition, we considered FAA's
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September 12, 2000 comments to our draft in preparing this report.  An
executive summary of this report follows this memorandum.

FAA agreed to implement all eight recommendations and believes significant
improvements have been made since our audit to strengthen management
oversight to ensure that support services are effectively meeting FAA
requirements and are cost-effective.  Based on actions taken and planned on
recommendations related to preparing cost estimates and customer satisfaction
surveys, managing TSSC fund balances, and improving contract
administration, we consider six recommendations resolved.  These
recommendations are subject to the follow-up provisions of Department of
Transportation Order 8001.C.

FAA did not respond to Recommendation 4 to implement contract
administration procedures to ensure that contractor personnel meet education
requirements and experience standards identified in the TSSC.  The response
did not indicate what procedures FAA intended to implement or when.  In
addition, regarding Recommendation 2, FAA did not provide a milestone date
for completing its revision of the TSSC Handbook to clarify its guidance on
analyzing variances between FAA’s and the contractor’s cost estimates.  Please
provide us with the additional information on these two recommendations
within 30 days.

We appreciate the cooperation and assistance provided by your staff during the
audit.  If you have any questions or require further information, please contact
me at (202) 366-1992, or David Dobbs, Deputy Assistant Inspector General for
Aviation, at (202) 366-0500.

#



EXECUTIVE SUMMARY

Technical Support Services Contract:  Better Management
Oversight and Sound Business Practices Are Needed

Federal Aviation Administration

Report No. AV-2000-127 September 28, 2000

Objective and Scope

The objective of this audit was to determine whether the Federal Aviation
Administration (FAA) has adequate management oversight and contract
administration procedures over the Technical Support Services Contract
(TSSC).  The audit was made in response to requests by Senator John McCain
and Senator Wayne Allard to evaluate concerns over the adequacy of FAA’s
contract administration procedures on the TSSC.

The audit was performed at FAA Headquarters and the Southern, Northwest
Mountain, and Southwest Regions.  These 3 regions accounted for
approximately 45 percent of the TSSC work releases1 issued as of July 1999.

Background

The TSSC provides technical services to supplement FAA’s efforts to
modernize the National Airspace System.  Specifically, TSSC provides the
resources to (1) analyze, recommend, and provide cost-benefit considerations
for facility site selection; (2) develop or adapt site-specific or standard designs
for construction; (3) ensure compliance with environmental laws; and
(4) install and test electronic equipment and cables.

In June 1995, FAA entered into the TSSC with Raytheon Support Services
Company.  TSSC is a 7-year contract for approximately 8.9 million direct labor
hours (approximately 4,300 staff-years) at a potential cost of $875 million.  As
of March 31, 2000, FAA had issued 1,161 national and regional TSSC work
releases funded by approximately $423 million from its Facilities and
Equipment appropriation.

The TSSC is a cost-plus-fixed-fee type contract that provides for
reimbursement of all allowable costs and the payment of a negotiated fee.  A
cost-plus-fixed-fee type contract provides FAA with the needed flexibility in

                                           
1 A work release specifies the required services and provides technical direction for the work to
be accomplished.
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determining the cost and scope of work required.  However, a cost-plus-fixed-
fee contract provides only minimal incentive to the contractor to effectively
and efficiently control costs because the fee is not dependent upon the
contractor's ability to control its costs.  Therefore, it is imperative that FAA
ensure that the support services provided are efficient and cost-effective.

Results

In November 1995, Congress exempted FAA from many of the existing
Federal procurement laws and regulations to address the unique needs of the
agency.  In addition, it directed FAA to develop a new Acquisition
Management System to provide more timely and cost-effective acquisitions
and improve the quality of equipment and services acquired.  Although
acquisition reform gave FAA more flexibility in how it acquires equipment and
services, it did not alleviate the responsibility to implement sound business
procedures to ensure that FAA is receiving goods and services that meet its
needs at a reasonable cost.

Although TSSC was issued 6 months prior to acquisition reform, it is
administered under FAA guidelines which included sound business practices.
However, we found that FAA has not exercised effective management
oversight or followed its own guidelines on the $875 million TSSC to ensure
that support services are efficiently meeting FAA requirements and are cost-
effective.  We found that FAA does not:

• Control the cost of TSSC projects by developing reliable cost estimates for
proposed projects or analyze significant variances between its project
estimates and the TSSC contractor’s proposed estimates (some of which
varied by as much as 200 percent).  For example, one FAA cost estimate
valued the required work at $167,200, and the contractor estimated the cost
to be approximately $394,000.  FAA accepted the contractor's estimate
without questioning the additional costs.

• Close out completed work releases, assess inactive projects for idle funds,
and follow correct procedures for obligating and deobligating funds to
ensure that Facilities and Equipment funds are used efficiently and
effectively.  For example, FAA allowed Facilities and Equipment funds to
remain idle for up to 2 years on TSSC work release projects that were either
completed or not started.

• Evaluate the TSSC contractor’s work performance throughout the life of
the project or upon completion, and ensure that all contractor personnel
meet education and experience qualifications specified in the contract.
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Approximately 10 percent of 211 contractor personnel reviewed did not
meet contract standards for the skill levels charged.

• Provide effective program reviews of the contract administration on the
TSSC.  Although FAA Headquarters officials responsible for TSSC
management also found the deficiencies cited above during regional
program reviews, regions were given Excellent ratings for their
"management and operation of the TSSC program."  In our view, these
ratings were not consistent with what FAA officials observed.

In this review, along with work from our Office of Investigations, we found
that FAA has not followed sound business practices for administering
contracts.  For example, the Independent Government Cost Estimate
(Government cost estimate) is designed to describe FAA's resource needs and
anticipated costs necessary to complete a proposed project.  The Government
cost estimate is a key document used to analyze the contractor's proposed work
plan and cost estimates to ensure that requested work is understood and that
proposed costs are fair and reasonable.  However, in our opinion, FAA
personnel responsible for developing the Government cost estimate treat it as
an unnecessary paper exercise.  For example, we found that Government cost
estimates on the TSSC were:

v prepared by FAA engineers then ignored; and
v prepared using unreliable resource and cost data.

We also found that for other acquisitions, FAA's Government cost estimate
was:

v prepared by the contractor (a direct conflict of interest), or
v not prepared at all.

As a result, FAA is at substantial risk for inflated and overpriced contract
services.  To continue such practices, undercuts the objective of acquisition
reform.  Without reliable cost estimates, FAA, or any business, cannot make an
informed decision as to whether the contractor's cost estimate is fair and
reasonable.  FAA could go a long way in achieving the benefits of acquisition
reform if it promptly applied the lessons learned from this audit to future TSSC
work and to other system and support service type contracts.
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FAA Does Not Control Costs of Projects Using TSSC Resources    

FAA does not develop reliable estimates for proposed TSSC projects.  In
addition, FAA does not consistently evaluate the contractor’s work release
proposals to determine why there are significant variances between FAA’s
estimated number of labor hours and costs and the contractor’s estimates.
Without a reliable estimating procedure and a thorough analysis of the
contractor’s proposed costs, FAA cannot ensure that the $10 million initially
budgeted for the 49 work releases represent fair and reasonable costs for
providing technical/engineering services to complete assigned tasks.

FAA Has Not Analyzed Historical Cost Data or Developed Baseline Cost Data
to Estimate Project Costs.  Guidelines for administering the TSSC require that
FAA prepare a Government cost estimate defining FAA’s resource needs and
the anticipated costs necessary to complete a proposed project.  The
Government's cost estimate should then be used to analyze the contractor’s
proposed work plan and cost estimates to ensure that requested work is
understood and that proposed costs are fair and reasonable.  In addition,
because FAA is not required to use TSSC exclusively for the type of services
requested, the above analysis is needed to determine whether it would be cost-
effective to pursue the accomplishment of the work through other channels,
such as FAA staff or other contractors.

To help prepare the Government cost estimate, FAA is required to analyze
resources utilized and actual costs of similar projects accomplished by TSSC in
other regions, by other contractors, or by FAA’s in-house work force.  This
analysis should provide FAA with baseline data that can be used by all project
engineers in developing Government cost estimates.

However, FAA had not analyzed historical cost data from completed projects
on like systems to establish baseline data for estimating future project costs.
To illustrate, we reviewed a non-statistical sample of TSSC work releases in
FAA’s Southern Region, Northwest Mountain Region, and Southwest Region
that requested engineering support services for the installation/construction of
the Precision Approach Path Indicator.2  We found wide variances in the
development of Government cost estimates for the engineering labor hours and
costs necessary to complete each project.

                                           
2 The Precision Approach Path Indicator is a runway lighting, visual aid system for pilots on final
approach to an airport.
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Government Cost Estimates for Installation of the
Precision Approach Path Indicator System

Lacked Consistency

Region

Number of
Systems Per

Work Release

Estimated Engineering
Labor Hours Per

System

Estimated Engineering
Labor Cost Per

System
Northwest Mountain 1 473 $17,953
Southern 3 242 $16,181
Southwest 2 0 $41,987

As the chart shows, the project engineer in the Southwest Region did not
estimate the number of engineering labor hours required to perform the project.
Further, this project engineer combined all costs (travel, labor, and other direct
costs) together, which prevented an accurate comparison to the contractor’s
proposed engineering costs.  In addition, although the Southern and Northwest
Mountain Government cost estimates were based on similar statements of
work, the number of engineering hours estimated per system varied by almost
100 percent without the required justification.

Government cost estimates are the key estimates required for cost evaluations.
However, project engineers from the three regions stated that they were not
adequately trained in estimating procedures and were not comfortable relying
on their Government cost estimates as an accurate estimation of required TSSC
resources.  In fact, one project engineer stated that the development of the
Government cost estimate was a waste of time because the contractor was
going to get paid what it spent.

Large Variances Between FAA’s and the Contractor’s Estimates Are Not
Adequately Analyzed.  Guidelines for administering the TSSC require FAA to
conduct a Quantitative and Qualitative Analysis on every proposed TSSC
project to ensure that the proposed costs are appropriate.  In the analysis, FAA
is required to address any variance in direct labor hours and dollars between
the Government's cost estimate and the contractor’s estimate.  For those work
releases issued after June 1998, FAA is required to address any variance that is
greater than 10 percent, and any variance greater than 15 percent is considered
to be significant.

However, we found that despite variances greater than 10 percent between
FAA’s Government cost estimate and the contractor’s estimates, FAA accepted
the contractor’s estimate without proper analysis.  FAA’s reliance on cost
estimates prepared by the contractor places it at substantial risk for inflated and
overpriced contract services.
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On 43 of 49 work releases reviewed, we found that FAA used the TSSC
contractor’s estimates for direct labor hours and project costs to set the original
project budget, even though the contractor’s estimates varied widely from
FAA’s cost estimates.  In fact, on 34 of the 43 work releases, the contractor’s
estimates contained variances of up to approximately 200 percent in direct
labor hours or costs, but FAA provided no explanation of why the contractor’s
estimates were accepted over FAA’s.

FAA needs to follow its guidelines and establish baseline data based on
historical cost data that will enable project engineers to develop reliable and
accurate Government cost estimates.  Further, FAA project engineers must
follow guidelines to analyze all variances in labor hours and cost estimates of
10 percent or more between the contractor’s estimates and FAA’s cost
estimates.

FAA Does Not Close Out Completed Work Releases, Assess Inactive
Projects for Funds That Could Be Put to Better Use, and Follow
Correct Procedures for Obligating and Deobligating Funds to the
TSSC

FAA allowed Facilities and Equipment funds to unnecessarily remain idle for
up to 2 years on TSSC work releases that had already been completed or
contained projects that were inactive.  In addition, FAA has not provided
effective management oversight on procedures for obligating Facilities and
Equipment project funds to the TSSC.  As a result, FAA has missed
opportunities to more effectively use project funds by retasking the funds to
other TSSC projects.

Funds Remain Idle on Completed and Inactive TSSC Work Releases.  When a
project is completed, FAA is required to close out the work release.  The close-
out process includes (1) issuing a work release revision alerting parties that the
close-out process has started, (2) receiving a final invoice from the contractor
within 120 days of the revision, and (3) issuing a final close-out revision.

We found that work was completed for 16 of the 49 work releases reviewed.
For the 16 work releases, FAA unnecessarily allowed approximately $300,000
in Facilities and Equipment funds to remain on work releases instead of
promptly closing them and putting the funds to better use by making the funds
available for other TSSC projects.  For these work releases, FAA took an
average of 8 months from the project completion date to begin the close-out
process, plus an average of 8 months to complete the close-out process.  For
example, a Southern Region work release project was completed in September



EXECUTIVE SUMMARY

1996; however, FAA did not complete the close-out process until October
1998, 25 months later.

Procedures for Obligating Funds Were Not Followed.  On July 1, 1999, FAA
issued a memorandum to all personnel responsible for using the TSSC on the
problem of ineffective management oversight on obligating and expending
TSSC funds.  The memorandum identified 3 problem areas.

First, FAA noted that approximately $7 million in expired funds were
obligated to the TSSC but had not been allocated to a work release.  The
memorandum explained that these funds appeared to have been obligated to
the TSSC just prior to the expiration of the 3-year obligation authority and
therefore were allowed to expire on the contract without being assigned to a
work release.  The memorandum described this action as “bankrolling” of
expiring funds so they would not revert back to the United States Treasury.3

The second problem described in the memorandum was that project funds were
left on inactive and completed work releases and not reassigned to other
projects where additional funding was needed.  This further validated our
finding that work release close-out procedures were taking far too long and
leaving too much unneeded money on work releases.

The third problem identified $21 million whose 3-year obligation authority
would expire after September 1999, and therefore, the funds would be
“locked” on TSSC and unable to be used for other programs.4  FAA was
concerned whether these funds could be put to better use on other programs
before the expiration of their 3-year obligation authority.  After expiration, the
funds would then become locked on the TSSC.

As of March 2000, FAA has taken actions to reduce approximately
$12.3 million in expired funds from the TSSC contract by (1) identifying and
closing out those work releases that were completed, (2) re-tasking/reassigning
funds to other higher priority TSSC projects, and (3) reviewing inactive work
releases, and where possible, transferring funds to active work releases.

                                           
3 FAA has 3 years to obligate appropriated funds.  During the 3-year period FAA may, using
prescribed guidelines, deobligate the funds from one program and obligate them to another
program.  If the funds are not obligated to a program within the 3 years, the funds revert back to
the United States Treasury.  For those funds obligated to the TSSC, FAA has an additional
5 years to expend the funds.
4 As of October 1999, the funds’ obligation authority expired, and the funds became locked on the
TSSC.
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FAA Does Not Evaluate the TSSC Contractor’s Work Performance

While improving the quality of services acquired is a goal of acquisition
reform, FAA does not follow its own guidelines to complete customer
satisfaction surveys to evaluate the TSSC contractor’s work performance.
Also, FAA does not ensure that contractor employees meet education and
experience qualifications specified in the contract.  As a result, FAA has no
basis for determining the quality and reliability of the support services
received, and paid over $200,000 for engineering services from contractor
employees who do not meet the contract standards for required education and
experience levels.

Customer Satisfaction Surveys on the Contractor’s Work Performance Are Not
Completed.  TSSC guidelines require FAA to complete customer satisfaction
surveys on each work release.  The surveys provide feedback on how
effectively the TSSC contractor performed during the project's planning,
engineering, implementation, and completion phases.  In addition, the surveys
request written comments on the overall quality and workmanship of support
services provided by the TSSC contractor.  Our review of 49 work releases
found that customer satisfaction surveys were not completed throughout the
life of the work release.

For example, the project engineer for each work release is required to complete
a customer satisfaction survey periodically throughout the life of the project.
At a minimum, this survey is required every 6 months.  We found only
2 customer satisfaction surveys completed by project engineers for the 49 work
releases reviewed.  Another type of customer satisfaction survey is required at
the completion of each work release.  Of the 16 completed work releases, only
1 work release had this customer satisfaction survey completed.

Approximately 10 Percent of the Contractor Personnel Reviewed Do Not Meet
Contract Standards for Education and Experience.  All individuals selected by
the contractor must meet or exceed Government skill level, education, and
experience requirements contained in the contract for each labor category in
which their time was charged.

We found that neither FAA nor the TSSC contractor had met their
responsibilities for ensuring that personnel were qualified.  We reviewed
resumes for 211 contractor personnel who charged direct labor hours as either
an engineer or a technician on the 49 work releases reviewed.  We identified
that 10 percent of the contractor personnel reviewed, charged over 8,500 direct
labor hours costing approximately $200,000 in labor categories for which they
did not meet the TSSC’s specified education and experience requirements.
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In reviewing the contractor employees' resumes for applicable experience, we
found that the contractor counted job experience in fields unrelated to the
electronics field.  For example, for an electronic technician position, the
contractor applied experience for jobs such as a salesman for home
improvement products, a telephone operator, and a data entry clerk.

To ensure that FAA is receiving efficient and cost-effective support services, it
must consistently evaluate the contractor's work performance and
qualifications.

Recommendations

While acquisition reform gave FAA more flexibility in acquiring equipment
and services, such flexibility requires a more disciplined management control
system through sound business practices to ensure that it acquires goods and
services in an efficient and cost-effective manner.  FAA has established
contract administration procedures that use sound business practices; however,
these procedures are not being followed.

Therefore, we recommend that FAA improve its management oversight and
contract administration practices on the TSSC by:

• analyzing historical cost data from the TSSC contractor, other contractors,
and in-house FAA personnel on like projects and provide baseline data for
developing Government cost estimates for TSSC projects;

• complying with its own contract administration procedures requiring the
analysis of all variances above 10 percent between FAA’s and the
contractor’s estimates of direct labor hours and costs;

• complying with its own contract administration procedures for submitting
and evaluating customer satisfaction surveys, and ensuring that corrective
action is taken for all discrepancies;

• instituting contract administration procedures to ensure that contractor
personnel meet the education and experience requirements for the labor
categories to which their time is charged; and

• complying with its own contract administration procedures to close out
work releases when projects are completed, assessing inactive projects for
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funds that could be put to better use, and ensuring Facilities and Equipment
funds are correctly obligated on the TSSC.

Agency Comments and Office of Inspector General Response

FAA agreed with all recommendations contained in the report and identified
actions either taken or planned to improve management oversight of the TSSC.
These actions include (1) using databases and standard forms to develop more
accurate Government cost estimates for each project; (2) clarifying guidance
regarding analyzing variances in estimated project hours and costs, and
providing training to project engineers on documenting these variances; (3)
tracking customer satisfaction surveys and following up when they are not
received; (4) closing out projects when they are completed and managing funds
to reduce expired fund balances; (5) increasing contract administration training
for staff charged with TSSC responsibilities; and (6) incorporating
performance standards for contract administration into the evaluation criteria
of TSSC officials.

FAA also provided specific comments on the report's findings.  For several
work releases described in the report, FAA provided additional explanations,
but this information was not substantiated in work release files that we
reviewed during the audit.  Further, FAA agreed that its project engineers were
not following its documentation procedures and that some work release files
were incomplete and confusing.  Accordingly, our conclusions are still valid
and no changes to the report were made.

FAA also stated that it believes only 6 (3 percent) of the audited personnel did
not meet contract qualifications instead of the 20 personnel or 10 percent of the
211 resumes we reviewed.  FAA based this on analyses provided by the TSSC
contractor that it had classified seven individuals in the wrong labor categories
and that the remaining seven did meet contract qualifications.  While the TSSC
contractor corrected the classification of its employees, the fact remains that
these seven individuals were charged in labor categories for which they did not
meet qualifications.  For the remaining seven individuals that the contractor
stated did meet qualifications, no new evidence was provided that would
change our determination of their qualifications.  As a result, no changes were
made to our finding.

With the exception of FAA’s response to our recommendation to ensure
contractor compliance with education requirements and experience standards,
we consider actions taken and planned to be responsive to our
recommendations.  In response to our recommendation on contractor
compliance with education requirements and experience standards, FAA stated
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that the contractor has reviewed all current contract personnel and has
processed requests for waivers if education or experience standards were not
met.  FAA stated that it would look for methods to better eliminate mistakes in
the TSSC personnel waiver process and ensure that contractor employees are
charged under appropriate labor categories.  We requested that FAA provide
additional information to explain how and when it will implement contract
administration procedures to ensure that contractor personnel meet education
requirements and experience standards.  We also requested that FAA provide
us with the date it expects to complete its revision of the TSSC Handbook to
clarify its guidance on analyzing variances between FAA’s and the contractor’s
cost estimates.
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I. INTRODUCTION

Background

The Federal Aviation Administration (FAA) has depended on the Technical
Support Services Contract (TSSC) for over 10 years to provide critical agency
functions to implement systems under the National Airspace System (NAS)
modernization effort.  The TSSC provides FAA with professional, technical,
and support labor; management; supplies; and material necessary to
accomplish efforts in four general work areas: facility site selection; site
preparation; environmental remediation; and installation and testing.

FAA and Raytheon Support Services Company entered into the current TSSC
in June 1995.  The contract is for 7 years at a potential cost of $875 million.
All work under TSSC is initiated and authorized by either a national or
regional work release. A work release specifies the required services and
provides technical direction for the work to be accomplished.  As of March 31,
2000, FAA had issued 1,161 work releases under TSSC funded for about
$423 million from its Facilities and Equipment appropriation.  Actual costs
incurred were $362 million.

The following table identifies the funded value of the work releases issued by
site and the actual costs of those work releases as of March 31, 2000.  The
audit was performed in the regions shown in boldface.

FAA Site

Number of
Work Releases

Issued

Allocated
Dollars

(Millions)
Actual Costs

(Millions)

Alaska Region 75 $26.5 $21.7
Central Region 67 $15.3 $13.8
Eastern Region 60 $33.4 $25.9
Great Lakes Region 194 $35.7 $32.1
New England Region 48 $18.7 $16.8
Northwest Mountain Region 157 $33.0 $30.8
Southern Region 253 $46.2 $40.4
Southwest Region 97 $59.4 $51.9
Western Pacific Region 161 $49.3 $41.9
The Aeronautical Center 6 $2.6 $1.7
The Technical Center 28 $16.1 $12.0
Washington Headquarters 15 $86.4 $72.6

                          TOTALS 1,161 $422.6 $361.6
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The TSSC is a cost-plus-fixed-fee type contract that provides for
reimbursement of all allowable costs and the payment of a negotiated fee.
There are pros and cons to this type of contract.  A cost-plus-fixed-fee contract
provides FAA needed flexibility in determining specific types and amounts of
support services required.  However, it provides only minimal incentive to the
contractor to effectively and efficiently manage costs, which places significant
risks on the Government.  This type of contract requires agencies to implement
additional management oversight and sound contract administration procedures
to ensure that the support services received are efficient and cost-effective.

TSSC responsibilities are widely dispersed among personnel in FAA
Headquarters, the nine regions, the Aeronautical Center, and the Technical
Center.  The TSSC Program Manager at FAA Headquarters has the ultimate
responsibility for overall management of the TSSC.  The TSSC Program
Manager is assisted by the Contracting Officer (responsible for overall contract
administration) and the Technical Officer (responsible for technical
management).  Within the regions and centers, management of the TSSC is the
responsibility of a designated Associate Contracting Officer1 (ACO) and an
Associate Technical Officer2 (ATO) who provide guidance to the users of the
TSSC -- project engineers in the NAS Implementation Program.

Objective, Scope and Methodology

The objective of this audit was to determine whether the FAA has adequate
management oversight and contract administration procedures over the TSSC.
The audit was based on requests from Senators John McCain and Wayne
Allard to evaluate concerns over the adequacy of FAA’s contract
administration procedures on the TSSC.  We performed the audit between
February 1999 and March 2000 at FAA Headquarters and the Southern,
Northwest Mountain, and Southwest Regions.

We obtained a non-statistical sample of 49 TSSC work releases issued by the
3 regions between June 1995 and July 1999.  We conducted the audit in
accordance with Government Auditing Standards prescribed by the
Comptroller General of the United States and included such tests as we
considered necessary to provide reasonable assurance of detecting abuse or
illegal acts.

                                           
1 The ACO is responsible for overall contract administration of the TSSC in the field.
2 The ATO is the principal official responsible for the technical management of the TSSC in the
field.
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We met with or interviewed FAA officials from the Office of NAS Transition
and Integration Program (office responsible for the TSSC contract) and
officials from the Office of NAS Implementation Program (users of the TSSC
contract).  In addition, we interviewed officials from Raytheon Support
Services Company (the TSSC contractor).  Exhibit A contains a list of
organizations and individuals contacted during the audit.

On December 23, 1996, FAA issued the Technical Support Services Contract
Management/Administrative Handbook (TSSC Handbook), FAA Order
4450.12, to provide requirements for personnel involved in the management
and administration of the TSSC.  Subsequently, on June 11, 1998, FAA revised
the TSSC Handbook to provide additional requirements.  We reviewed both
TSSC Handbooks to ensure that the requirements we used to evaluate FAA’s
contract administration procedures were valid during the issue date of the work
releases we reviewed.

To analyze the extent to which FAA followed its management and contract
administration procedures on the TSSC, we reviewed documentation in the
official contract file for each work release in our sample.  In addition, we
reviewed supporting documentation in the ATOs’ files and the project
engineers’ files.  Documentation reviewed included preliminary work releases,
Independent Government Cost Estimates, contractor work plans, final work
releases, work release revisions, Quantitative and Qualitative Analyses, and
contractor invoices.  We also evaluated the latest regional reviews on the
management and administration of the TSSC contract from the three regions
visited.

We also evaluated contractor resumes for technicians and engineers who
charged direct labor hours to the 49 work releases reviewed.  We obtained and
reviewed performance standards for FAA engineers to determine
accountability for performing contract administration procedures.

There have been no prior audits of the management and contract administration
procedures over the TSSC contract by the Office of the Assistant Inspector
General for Auditing or the General Accounting Office.  However, the Office
of Inspector General's Office of Investigations had identified similar contract
administration problems with other FAA contracts.
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II. FINDING AND RECOMMENDATIONS

In November 1995, Congress exempted FAA from many of the existing
Federal procurement laws and regulations to address the unique needs of the
agency.  In addition, it directed FAA to develop a new Acquisition
Management System to provide more timely and cost-effective acquisitions
and improve the quality of equipment and services acquired.  Although
acquisition reform gave FAA more flexibility in how it acquires equipment and
services, it did not alleviate the responsibility to implement sound business
procedures to ensure that FAA is receiving goods and services that meet its
needs at a reasonable cost.

Although TSSC was issued 6 months prior to acquisition reform, it is
administered under FAA guidelines which included sound business practices.
However, we found that FAA has not exercised effective management
oversight or followed its own sound business practices on the $875 million
TSSC to ensure that support services are efficiently meeting FAA requirements
and are cost-effective.  We found that FAA does not:

• Control the cost of TSSC projects by developing reliable cost estimates for
proposed projects or analyze significant variances between its project
estimates and the TSSC contractor’s proposed estimates (some of which
varied by as much as 200 percent).  For example, one FAA cost estimate
valued the required work at $167,200, and the contractor estimated the cost
to be approximately $394,000.  FAA accepted the contractor's estimate over
its own without questioning the additional costs.

• Close out completed work releases, assess inactive projects for idle funds,
and follow correct procedures for obligating and deobligating funds to
ensure that Facilities and Equipment funds are used efficiently and
effectively.  For example, FAA allowed Facilities and Equipment funds to
remain idle for up to 2 years on TSSC work releases that had already been
completed or contained projects that were inactive.

• Evaluate the TSSC contractor’s work performance throughout the life of
the project or upon completion, and ensure that contractor personnel meet
education and experience qualifications specified in the contract.
Approximately 10 percent of 211 contractor personnel reviewed did not
meet contract standards for the skill levels charged.

• Provide effective program reviews of the contract administration on the
TSSC.  Although FAA Headquarters officials responsible for TSSC



5

management also found the deficiencies cited above during regional
program reviews, regions were given Excellent ratings for their
"management and operation of the TSSC program."  In our view, these
ratings were not consistent with what FAA officials observed.

In this review, along with work from our Office of Investigations, we found
that FAA has not followed sound business practices for administering
contracts.  For example, the Independent Government Cost Estimate (IGCE) is
designed to describe FAA's resource needs and anticipated costs necessary to
complete a proposed project.  The IGCE is a key document used to analyze the
contractor's proposed work plan and cost estimates to ensure that requested
work is understood and that proposed costs are fair and reasonable.  However,
in our opinion, FAA personnel responsible for developing the IGCE treat it as
an unnecessary paper exercise. For example, we found that Government
estimates on the TSSC were:

v prepared by FAA engineers then ignored; and
v prepared using unreliable resource and cost data.

We also found that for other FAA acquisitions, the Government estimate was:

v prepared by the contractor (a direct conflict of interest), or
v not prepared at all.

As a result, FAA is at substantial risk for inflated and overpriced contract
services.  Continuing such practices undercuts the objective of acquisition
reform.  Without reliable cost estimates, FAA, or any business, cannot make an
informed decision as to whether the contractor's cost estimate is fair and
reasonable.  FAA could go a long way in achieving the benefits of acquisition
reform if it promptly applied the lessons learned from this audit to future TSSC
work and to other system and support service type contracts.

FAA Does Not Control Costs of Projects Using TSSC Resources    

FAA does not develop reliable cost estimates for anticipated costs of proposed
projects using the TSSC.  In addition, FAA does not adequately analyze
significant variances in direct labor hours and costs between its estimates and
the TSSC contractor’s estimates.  Consequently, FAA project engineers3

routinely accepted the contractor’s estimates rather than determining the

                                           
3 Project engineers are responsible for accomplishing a project under TSSC.  They are required to
develop a statement of work and an independent cost/work  hour estimate, and ensure that the
contractor’s work plan addresses the intent of FAA.
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reasonableness of proposed estimates and negotiating when significant
variances occurred.  Without a reliable estimating procedure and thorough
analyses of the contractor’s proposed costs, FAA cannot ensure that
$10 million initially budgeted for the 49 TSSC work releases reviewed,
provided support services at a fair and reasonable cost.

FAA Has Not Analyzed Historical Cost Data or Developed Baseline Cost Data
to Estimate Project Costs.  FAA guidelines for administering the TSSC require
that project engineers prepare an IGCE for each potential TSSC project.  The
IGCE will include a description of the engineering skill types and the number
of direct labor hours for each skill type the contractor should reasonably be
expected to supply in accomplishing the work.  The IGCE should then be used
to evaluate the validity of the contractor’s proposed work and cost estimates.
In addition, because FAA is not required to use TSSC exclusively for the type
of services requested, the above evaluation is needed to determine whether it
would be cost-effective to pursue the accomplishment of the work through
other channels, such as FAA staff or other contractors.

To help develop accurate and reliable IGCEs, the Technical and Associate
Technical Officers are required to analyze historical cost and resource data
from similar projects accomplished by TSSC in other regions, other
contractors, and FAA’s in-house work force to develop a standardized basis for
potential project costs.  This analysis should be made available to all project
engineers in each region for purposes of developing an accurate and reliable
IGCE and to tailor the baseline for any unique characteristics for the project in
their region.

However, no analysis has been performed to develop a standardized basis for
estimating project costs.  In addition, project engineers stated that they were
not adequately trained in estimating procedures and were not comfortable
relying on the IGCE as an accurate estimation of required resources.
One project engineer stated that the development of the IGCE was a waste of
time because the contract was a cost-type contract and, therefore, the contractor
was only going to get paid what it spent.  As a result, cost estimates for the
implementation of the same project from region to region contained wide
variances in the number of direct labor hours and dollar costs even though
statements of work were basically the same.

For example, we reviewed TSSC work releases in FAA’s Southern Region,
Northwest Mountain Region, and Southwest Region that provided engineering
support services for the installation/construction of like systems.  We found no
common basis for FAA’s project estimates that could then be used to tailor
projects to specific sites with unique needs.  Wide variances existed among the
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three regions in their development of IGCEs describing the engineering labor
hours and costs necessary to complete the same project.  To illustrate, the
following table identifies one work release from each region, requesting
engineering support services for the installation/construction of the Precision
Approach Path Indicator system.4

IGCEs for Installation of the Precision Approach Path Indicator
Lacked Consistency

Region

Estimated Engineering
Labor Hours Per

System

Estimated Engineering
Labor Cost Per

System
Northwest Mountain 473 $17,953
Southern 242 $16,181
Southwest 0 $41,9875

We found that the project engineer in the Southwest Region did not identify
the number of estimated direct labor hours required for the project.  In
addition, this project engineer combined all costs (travel, labor, and other direct
costs) together, which prevented an accurate comparison to the contractor’s
proposed engineering costs.

Also, although the Southern and Northwest Mountain IGCEs were based on
similar statements of work, the number of engineering hours estimated per site
varied by almost 100 percent.  For example, the Southern Region project
engineer estimated that the project would require on the average, 242 hours of
engineering services for each of three sites, while the Northwest Mountain
Region project engineer estimated that it would take 473 engineering hours for
only one site.  We found no basis for the number of engineering hours
estimated to complete the projects, nor did we find a consistent formula or
guideline used by each region to develop the IGCE.

Large Variances Between FAA’s and the Contractor’s Estimates Are Not
Adequately Analyzed.  Contrary to FAA’s guidelines, project engineers
routinely accept the contractor’s estimates to establish work release budgets
without adequately analyzing any variance in direct labor hours and costs
between its estimates and the contractor’s cost estimates.

Guidelines for administering the TSSC require that project engineers conduct a
Quantitative and Qualitative Analysis on every proposed TSSC project to

                                           
4 The Precision Approach Path Indicator is a runway lighting, visual aid system for pilots on final
approach to the airport.
5 Includes all project costs.
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ensure that the proposed costs, timeliness of deliverables, and staffing levels
are appropriate.  Prior to June 1998, project engineers were to address in the
Quantitative and Qualitative Analysis any cost variance between the IGCE and
the contractor's estimate.  After June 1998 project engineers must address any
cost variances greater than 10 percent.  Also, under the current guidelines,
FAA considers any variance greater than 15 percent to be a significant
variance.  We found that FAA project engineers were not addressing variances
of 10 percent or higher.

On 43 of 49 work releases reviewed, we found that FAA used the TSSC
contractor’s estimates for direct labor hours and project costs to set the original
project budget, even though the contractor’s estimates varied widely from
FAA’s IGCE.  In fact, on 34 of the 43 work releases, the contractor’s estimates
contained variances up to 200 percent in either direct labor hours or costs, but
FAA provided no explanation of why the contractor’s estimates were accepted
over FAA’s.

The following table shows examples of 12 TSSC work releases where the
initial budget was identical to the TSSC contractor’s proposed estimates, even
though there were significant variances from the FAA IGCE.

FAA Accepted TSSC Contractor’s Estimates
Despite Significant Variances From the IGCEs

Hour Estimate Cost Estimate

FAA
TSSC

Contractor
Percent of
Variance FAA

TSSC
Contractor

Percent of
Variance

Southern Region
0 1,610 N/A6 $75,626 $121,431 61%

500 998 100% $35,400 $42,366 20%
1,400 2,385 70% $72,300 $85,756 18%
2,500 7,310 192% $167,200 $393,978 136%

Southwest Region
700 1,306 87% $291,600 $331,478 14%

1,500 2,920 95% $397,200 $482,428 21%
2,300 6,658 189% $288,600 $477,050 65%
3,500 6,012 72% $555,100 $912,707 64%

Northwest Mountain Region
550 877 59% $28,053 $80,165 186%
655 1,004 53% $68,967 $85,150 23%

1,218 1,505 24% $67,870 $91,786 35%
3,144 4,133 31% $178,320 $246,086 38%

                                           
6 FAA project engineer did not estimate the number of hours necessary to complete project, so we
could not compute a variance.
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To illustrate, one Southern Region work release for a Runway Visual Range
had an IGCE that estimated 2,500 direct labor hours at a cost of $167,200.  The
contractor estimated it would take 7,310 direct labor hours at a cost of
$393,978.  Despite the variances of 192 percent for direct labor hours and
136 percent for dollars, FAA used the contractor’s estimate to set the work
release budget without a justification for the variances.  The Southwest Region
issued a work release for the replacement of an Instrument Landing System
and accepted the contractor’s estimate of 6,658 direct labor hours at a cost of
$477,050, even though the contractor’s estimate was 189 percent higher for
direct labor hours and 65 percent higher for project costs.  Again, we found no
analysis by the Southwest Region explaining the variances or to justify
accepting the contractor’s estimates over its own.  Because FAA did not
develop reliable IGCEs and routinely accepted the contractor estimates to
establish project budgets, it cannot ensure that the costs of support services are
reasonable.

As previously stated, the TSSC is a cost-plus-fixed-fee type contract that
provides only minimal incentive to the contractor to effectively manage costs.
Reliance on cost estimates prepared by the contractor places FAA at
substantial risk for inflated and overpriced contract services.

FAA must establish a reliable estimating procedure that will enable project
engineers to develop reliable and accurate IGCEs.  FAA should be cautious in
relying solely on historical TSSC costs due to inefficiencies as described in this
report.  FAA should rely more on FAA in-house costs or other contractors'
costs that have been analyzed.  Further, FAA must analyze all variances in
labor hours and cost estimates of 10 percent or more between the contractor’s
estimate and FAA’s IGCE, and justify acceptance of the contractor’s proposed
estimates over its own.

FAA Does Not Close Out Completed Work Releases, Assess Inactive
Projects for Funds That Could Be Put to Better Use, and Follow
Correct Procedures for Obligating and Deobligating Funds to the
TSSC

Our analyses of 49 work releases identified that FAA allowed Facilities and
Equipment (F&E) funds to unnecessarily remain idle for up to 2 years on
TSSC work releases that had already been completed or were inactive.  In
addition, FAA has not provided effective oversight on procedures for
obligating and expending F&E project funds to the TSSC contract.  As a result,
FAA has missed opportunities to more effectively use F&E project funds by
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re-tasking funds from already completed or inactive TSSC work releases to
other TSSC projects or by reprogramming7 funds to other FAA programs.

Funds Remain Idle on Completed and Inactive TSSC Work Releases.  When
the decision is made to use the TSSC to construct or install FAA systems,
two types of F&E funds are combined to fund the work.  First, project funds
appropriated for specific NAS equipment are obligated to the TSSC contract to
pay for all costs other than the contractor’s labor and travel.  Second, F&E
funds appropriated specifically for the TSSC are used to pay for the TSSC
contractor’s labor and travel costs.  When the project is completed and the final
invoice has been paid, the work release should be closed and any remaining
funds reassigned to other projects.

Our analysis of the 49 TSSC work releases found that FAA allowed F&E
funds to remain idle for over 2 years on work releases that had been completed
or were inactive.  For the 16 work releases in our sample that had been
completed, FAA took an average of 8 months from the project completion date
to begin the close-out process.  FAA also took an additional average of 8 more
months to complete the close-out process.  For the 16 work releases, FAA
unnecessarily allowed approximately $300,000 in F&E funds to remain on
work releases instead of promptly closing them and putting the funds to better
use by making them available for other TSSC projects.  For example, the
Southwest Region issued a work release in December 1996 and did not begin
the close-out process until April 1999 when it decreased approximately
$81,000 from the work release allocation.  However, we found that only $400
had been invoiced to the work release since May 1998.  As a result of not
beginning the close-out process promptly, FAA allowed the $81,000 to remain
idle on the work release for approximately 10 months.

We also found that FAA allocated project funds to work releases that remained
inactive for long periods of time.  On seven work releases, FAA allocated over
$2.4 million for the installation/construction of multiple systems, yet
approximately 23 months later, $900,000 had not been expended, and work on
several of the systems had not even begun.  For example, the Southwest
Region issued a work release on August 27, 1997, for the installation of
four different NAS systems.  As of July 1999, only $345,000 of the $882,000
allocated had been expended, and work on two of the systems had not begun.

                                           
7 Reprogramming is the utilization of funds in an appropriation account for purposes other than
those contemplated at the time of the appropriation.  Not all funds are reprogrammable, and FAA
must follow specific guidance for reprogramming actions at differing thresholds.
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Lastly, we found one work release where F&E project funds were allocated to
install a system that had already been installed.  The Southwest Region issued
a work release in August 1997 and allocated over $75,000 for the installation
of equipment.  Two months later, FAA notified the TSSC contractor to delete
this work from the work release because other resources had completed the
project.  However, as of July 1999 (21 months later), the $75,000 remained
allocated to the work release.

Procedures for Obligating F&E Funds Were Not Followed.  The ineffective
obligation and expenditure of F&E project funds we found was confirmed by
FAA in a July 1, 1999 memorandum from the Director for NAS Transition and
Integration Program (responsible for administering the TSSC).  The
memorandum to the Director for NAS Implementation Program and regional
implementation managers (responsible for using the TSSC) identified:

• $34 million in expired funds (funds that are past the 3-year obligation
authority and must now be expended on the TSSC within 5 years),8 and

• $21 million in expiring funds (funds that are within the 3-year obligation
authority and still eligible for deobligation and reprogramming) that
appeared to be sitting idle or not even allocated to an individual TSSC work
release.

The Director’s memorandum addressed three problems with the amounts of
expired and expiring funds found on the TSSC.  First, approximately
$7 million in expired funds were obligated to the TSSC but had not been
allocated to an active work release.  The memorandum explained that these
funds appeared to have been obligated to the TSSC just prior to the expiration
of the 3-year obligation authority and were allowed to expire on the contract
without being allocated to a work release.  The Director’s memorandum
described this action as “bankrolling” of expiring funds, so they would not
revert back to the United States Treasury.

The second problem identified by the Director verified what we found in our
review of 49 TSSC work releases.  The Director stated that work release close-
out procedures were taking far too long and leaving too much unneeded money
on the work releases.

                                           
8 FAA has 3 years to obligate appropriated funds.  During the 3-year period FAA may, using
prescribed guidelines, deobligate the funds from one program and obligate them to another
program.  If the funds are not obligated to a program within the 3 years, the funds revert back to
the United States Treasury.  For those funds obligated to the TSSC, FAA has an additional
5 years to expend the funds.
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The third problem described by the Director’s memorandum was the amount of
expiring funds whose 3-year obligation authority would expire after September
1999, and therefore, the funds would be “locked” on TSSC and unavailable to
other programs requiring funding.  Approximately $21 million in expiring
funds were described as (1) allocated to work releases that have had zero
dollars invoiced, or (2) only partially allocated or invoiced.  The Director
expressed concern whether a portion of these funds could be put to better use
by deobligating them from the TSSC and returning them to the Headquarters
program manager for reassignment to another region or for reprogramming
action.  However, this action would have to be performed before the funds’
3-year obligation authority expired in October 1999.

On October 1, 1999, the obligation authority did expire and funds became
locked on the TSSC.  We concluded that FAA has missed opportunities to
more effectively use F&E project funds by releasing funds from completed or
inactive work releases and retasking the funds to other TSSC projects, or
reobligating TSSC funds to other FAA programs.

Since July 1999, FAA personnel have been taking actions to (1) identify and
close out those work releases that are completed, (2) re-task funds to other
higher priority TSSC projects, and (3) review inactive work releases and
increase expenditures where possible.  As of March 2000, FAA identified that
it had reduced the amount of expired funds on the TSSC by approximately
$12.3 million from the July 1999 totals.

Although FAA has taken actions to begin resolving problems with expending
and obligating F&E funds on the TSSC, FAA must review those F&E funds
obligated to the TSSC whose 3-year obligation authority will expire at the
beginning of the new fiscal year.  A review of these expiring funds will allow
FAA to determine whether funds obligated to the TSSC and remaining idle can
be better used to fund other programs.

FAA Does Not Evaluate the TSSC Contractor’s Work Performance

While improving the quality of services acquired is a goal of acquisition
reform, we found that FAA does not complete customer satisfaction surveys to
evaluate the TSSC contractor’s work performance on individual work releases.
In addition, FAA does not ensure that all contractor employees meet education
and experience qualifications specified in the contract.  As a result, FAA has
no basis for determining the quality and reliability of contracted support
services.  In addition, for the 211 technical and engineering contractor
employees who charged work on the 49 work releases reviewed, FAA paid
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over $200,000 for engineering services from contractor employees who did not
meet education and experience standards contained in the TSSC.

Customer Satisfaction Surveys on the Contractor’s Work Performance Are Not
Completed.  FAA personnel were not completing customer satisfaction surveys
on projects using TSSC resources.  According to the Office of Federal
Procurement Policy’s Guide to Best Practices for Contract Administration,
good contract administration ensures that the end users are satisfied with the
product or services being obtained under the contract.  One way to accomplish
customer satisfaction is to obtain input directly from the customers through the
use of customer satisfaction surveys.  These surveys help to improve contractor
performance by informing the contractor when specified aspects of the contract
are not being met.

TSSC guidelines require FAA personnel to complete customer satisfaction
surveys at different times during the life of each work release.  The surveys
were developed to provide feedback on how effectively the TSSC contractor
performed during the project’s planning, engineering, implementation, and
completion phases.  In addition, written comments are requested on the overall
quality and workmanship of support services provided by the TSSC contractor.

The first type of survey should be completed by project engineers for each
work release periodically9 throughout the life of the project, and at the
completion of the project. The survey at the completion of the project becomes
the official FAA evaluation of the contractor’s performance on the work
release.  The survey is then filed in the official work release file.  We found
only 2 customer satisfaction surveys completed by project engineers
throughout the life of the 49 work releases reviewed.  In addition, we found
that 16 of 49 work releases were complete; however, only 1 work release had a
final customer satisfaction survey.  One project engineer stated that the
customer satisfaction surveys provided no benefit to the region in terms of
work performance improvements because nobody read them.

In the TSSC Handbook revision of June 1998, the requirement for another
customer satisfaction survey was added.  This survey, to be completed by FAA
maintenance technicians, is an evaluation of the contractor’s work performance
at the conclusion of work at a site, or multiple sites, and is used to identify
regional improvements.  At the time of our review, this customer satisfaction
survey was required for only 2 of the 16 completed work releases; however,
maintenance technicians had completed none.

                                           
9 The 1996 TSSC Handbook required the survey on a quarterly basis, while the 1998 TSSC
Handbook requires it once every 6 months.
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A third survey, to be completed by the ATO and the ACO, provides an overall
summary of the TSSC contractor’s work performance on all work releases
issued in the region, and should describe any recommendations for change.
We found that this survey was completed by the ATO and ACO at two of the
three regions visited.

Without consistent evaluation of the TSSC contractor’s work performance,
FAA cannot ensure that it is receiving effective engineering support services.

Approximately 10 Percent of the Contractor Personnel Reviewed Do Not Meet
Contract Standards for Education and Experience.  The TSSC contract
describes the minimum requirements for education, general experience, and
specialized experience for each labor category charged to the contract.  The
TSSC states that all individuals selected by the contractor to staff the TSSC
must meet or exceed Government skill level, education, and experience
requirements for each labor category.  The contract also allows for the TSSC
contractor to request a waiver from FAA for either the education or the
experience standards contained in the contract.

We found that neither FAA nor the TSSC contractor had met their
responsibilities for ensuring that personnel were qualified or that waivers were
requested and justified.  We reviewed resumes for 211 contractor personnel
who charged direct labor hours as either an engineer or a technician on the
49 work releases reviewed.  We identified that approximately 10 percent of
these contractor personnel charged over 8,500 direct labor hours at a cost of
over $200,000 in labor categories for which they did not meet the TSSC
contract’s specified education and experience requirements.

For example, a contractor employee charged 145 labor hours on one work
release as a Journeyman Electronic Engineer.  For this labor category, the
TSSC requires a Bachelors Degree in the appropriate engineering specialty,
plus a total of 6 years experience (4 general and 2 specialized) in the
appropriate field of work.  As of the date the employee’s time was charged to
the work release, the employee did not have a Bachelors Degree in the
appropriate engineering specialty, and had only 3 of the required 6 years of
experience in the electronics field.

To identify total years of experience, we counted those years that related to the
appropriate field of engineering work.  However, we found that in determining
whether some contractor personnel met the experience qualifications for an
electronic technician, the TSSC contractor counted work as a salesman for
home improvement products, a telephone operator, and a data entry clerk.
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In addition, neither FAA nor the TSSC contractor ensured that waivers were
requested and justified.  The contractor requested and received waivers on only
4 of the 20 personnel that did not meet contract standards.  However, the
waivers contained no justification on which FAA could base an approval.  For
example, a contractor employee received a waiver to be charged as a
Journeyman Electronic Technician.  As of the date FAA approved the waiver,
the employee had approximately 3 years applicable experience of the required
6 years experience needed to be qualified as a Journeyman Electronic
Technician.  We did not include 16 months of experience as a telephone
operator that was counted by the contractor.  Although the contractor’s waiver
request was based on the employee’s experience gained on previous TSSC
work releases, the request did not specify the employee’s work that would
substitute for the missing 3 years of experience.  After FAA approved the
waiver, this employee charged over 900 direct labor hours on one work release
as a Journeyman Electronic Technician.

We were unable to determine any detrimental impact to the projects to which
these 20 personnel were assigned because FAA did not evaluate the TSSC
contractor’s work performance and document whether problems with
contractor workmanship occurred.

To ensure that it is receiving efficient and cost-effective support services, FAA
must evaluate the contractor’s work performance through consistent customer
satisfaction surveys.  Further, FAA should develop contract administration
procedures that will ensure TSSC contractor personnel meet or exceed the
standards for education and experience contained in the contract for the types
of work to which they are assigned.

Future Use of TSSC Requires Significant Emphasis Be Placed on
Sound Business Practices

Although FAA had contract administration procedures in place to prevent the
problems we identified during this audit, it did not place an emphasis on
ensuring that its own procedures were followed.  For example, the TSSC
Program Office performed periodic program reviews of the management of the
TSSC throughout the regions and the Centers.  In our opinion, these reviews
did not provide constructive evaluations of the FAA regions’ administration of
the TSSC.

For example, the most recent program reviews for the three regions we visited
described deficiencies such as customer satisfaction surveys not performed,
completed work releases not closed out, and a lack of TSSC training for project
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engineers.  Despite these and other deficiencies, each region was given a rating
of Excellent for its “management and operation of the TSSC program.”  In our
view, the Excellent ratings provided no incentive for the regions to increase
their oversight of the TSSC.  In addition, we found regional personnel were not
held accountable for correcting the contract administration deficiencies
identified during program reviews, and as a result, the same deficiencies
existed at the time of our review 6 to 12 months later.

Additional emphasis on responsibility must also include proper training on
TSSC responsibilities.  Through interviews with project engineers in each
region, we found that they did not understand the need for consistently
performing contract administration procedures on TSSC work releases.  For
example, project engineers said development of the IGCE was a waste of their
time because the contractor was just going to get paid what it spent.  Another
project engineer said customer satisfaction surveys provided no benefit to the
region in terms of work performance improvements.  A third project engineer
said that, once projects were completed, close-out procedures became a last
priority.

The training deficiency in contract administration has been previously reported
in an internal FAA review.  In the 1995 study of support services contracts, an
FAA task force identified that the level of efficiency and effectiveness of
contract management and administration varies widely across the agency.  It
also stated that agency employees could be considerably more “cost conscious”
in using support contractors.  The study concluded that there is a lack of
adequate training for employees responsible for managing and directing
contractors.

Recommendations

While acquisition reform gave FAA more flexibility in acquiring equipment
and services, such flexibility requires a more disciplined management control
system through sound business practices to ensure that it acquires goods and
services in an efficient and cost-effective manner.  FAA has established
contract administration procedures that use sound business practices; however,
these practices are not being followed.

We recommend that FAA:

1. Analyze historical cost data from the TSSC contractor, other contractors,
and in-house FAA completion of like projects and develop baseline data for
Independent Government Cost Estimates for TSSC projects.
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2. Comply with its own contract administration procedures that require the
analysis of all variances above 10 percent between FAA’s and the
contractor’s estimates of direct labor hours and costs.

3. Comply with its own contract administration procedures for submitting
customer satisfaction surveys that evaluate the TSSC contractor’s work
performance and take action to correct any identified problems.

4. Implement contract administration procedures to ensure that contractor
personnel meet education and experience standards identified in the TSSC
for the labor categories to which their time is charged.

5. Comply with its own contract administration procedures to close out work
releases when projects are completed, assess inactive projects for funds that
could be put to better use, and ensure Facilities and Equipment funds are
correctly obligated on the TSSC.

6. Implement a process that will semi-annually identify and act on all expiring
F&E funds obligated to the TSSC that can be deobligated and better used
on other NAS projects.

7. Ensure that personnel having contract administration responsibilities
outlined in the TSSC Handbook receive training on their responsibilities.

8. Incorporate performance of required contract administration procedures
into the ATOs’ and project engineers’ performance standards.

Agency Comments and Office of Inspector General Response

FAA agreed with all recommendations contained in the report and identified
actions either taken or planned to improve management oversight of the TSSC.
These actions include (1) using databases and standard forms to develop more
accurate Government cost estimates for each project; (2) clarifying guidance
regarding analyzing variances in estimated project hours and costs, and
providing training to project engineers in writing the Quantitative and
Qualitative Analyses; (3) tracking customer satisfaction surveys and following
up when they are not received; (4) closing out projects when they are
completed and managing funds to reduce expired fund balances; (5) increasing
contract administration training for staff charged with TSSC responsibilities;
and (6) incorporating performance standards for contract administration into
the evaluation criteria of TSSC officials.



18

FAA also provided specific comments on the report's findings.  For several
work releases described in the report, FAA provided additional explanations,
but this information was not substantiated in work release files that we
reviewed during the audit.  Further, FAA agreed that its project engineers were
not following its documentation procedures and that some work release files
were incomplete and confusing.  Accordingly, our conclusions are still valid
and no changes to the report were made.

FAA also stated that it believes only 6 (3 percent) of the audited personnel did
not meet contract qualifications instead of the 20 personnel or 10 percent of the
211 resumes we reviewed.  FAA based this on analyses provided by the TSSC
contractor that it had classified seven individuals in the wrong labor categories
and that the remaining seven did meet contract qualifications.  While the TSSC
contractor corrected the classification of its employees, the fact remains that
these seven individuals were charged in labor categories for which they did not
meet qualifications.  For the remaining seven individuals that the contractor
stated did meet qualifications, no new evidence was provided that would
change our determination of their qualifications.  As a result, no changes were
made to our finding.

With the exception of FAA’s response to our recommendation to ensure
contractor compliance with education requirements and experience standards,
we consider actions taken and planned to be responsive to our
recommendations.  In response to contractor compliance with education
requirements and experience standards, FAA stated that the contractor has
reviewed all current contract personnel and processed requests for waivers (if
education or experience standards were not met).  FAA stated that it would
look for methods to better eliminate mistakes in the TSSC personnel waiver
process and ensure that contractor employees are charged under appropriate
labor categories.  We requested that FAA provide additional information to
explain how and when it will implement contract administration procedures to
ensure that contractor personnel meet education requirements and experience
standards.  We also requested FAA to provide us with the date it expects to
complete its revision of the TSSC Handbook to clarify its guidance on
analyzing variances between FAA’s and the contractor’s cost estimates.
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Exhibit A

Organizations Visited or Contacted

FAA

Office of Acquisitions, Contracts Division, Washington DC
National Airspace System Transition and Integration Program, Washington DC
National Airspace System Implementation Program, Washington DC
National Airspace System Implementation Center, Atlanta, GA
National Airspace System Implementation Center, Seattle, WA
National Airspace System Implementation Center, Fort Worth, TX

CONTRACTOR

Raytheon Service Company, TSSC Program Manager, Washington, DC
Raytheon Service Company, Regional Program Manager, Atlanta, GA
Raytheon Service Company, Regional Program Manager, Seattle, WA
Raytheon Service Company, Regional Program Manager, Fort Worth, TX
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Exhibit B

List of Major Contributors to This Report

The following Office of Inspector General staff contributed to this report.

Richard Kaplan Program Director
Robert F. Prinzbach Project Manager
Ron G. Jones Auditor
Coletta A. Treakle Evaluator
Richard H. Payne Evaluator
Shirley Murphy Editor
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