BR 02054

FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

OFFICE OF
INSPECTOR GENERAL

September 24, 2002

MEMORANDUM

TO: Stephen Warren
Chief Informata;n Ofﬁcer

FROM: rederlck J. Zi
Inspector General

SUBJECT: Completion of Contract Administration Audit

As you were briefed on September 24, 2002, the Office of Inspector General (OIG) recently
completed an audit of contract administration in the Federal Trade Commission’s (FTC’s)
Information and Technology Management Office (see attachment I). The audit’s objective was
to determine compliance with selected aspects of the Federal Acquisition Regulations (FAR) and
FTC contract administration requirements for information technology support contracts. Two
large contracts with software development firms were selected for review: Computer Associates,
Inc. and Interlmage. From fiscal year 2000 to July 2002, FTC expended about $4.9 million on its
contract with Computer Associates and about $800,000 on its contract with InterImage. The
review focused on whether or not the contracts provide for personal services, whether the work
performed was within the scope of the contracts, and the adequacy of the technical monitoring
and oversight. The OIG did not examine other aspects of the contracts, such as the effectiveness
or efficiency of the work performed.

The OIG carried out the review by obtaining information on the two contracts and how they were
being monitored. The information obtained was tested and supplemented by examining
documents and administering a questionnaire to Software Development Branch staff, including
both government and contractor employees (see attachment If). Additional interviews were
conducted with contracting officials in FTC’s Financial Management Office and an attorney in
the Office of General Counsel to better understand how the agency views various FAR
provisions as they relate to personal services.

Examinations of documents provided and tests of those documents indicated that contract
monitoring mechanisms are in place to provide adequate technical monitoring and oversight over
the progress of the work and the contractors’ performance. Documents examined and interview
responses indicated that work performed by contractor employees was within the scope of work

of their respective contracts.



On the other hand, when 13 of 18 contractor employees responded that they were being
supervised by a government employee, concerns arose about the possible issuance of a personal

services contract.

Personal services, which is prohibited by the FAR, would result if continuous supervision and
control over the contractor employees were being exercised by a government officer or

employee.

Based on our review of relevant contract provisions and discussions with the agency’s
contracting officer and General Counsel staff, neither contract was found to contain provisions
indicative of personal services, e.g., the government did not reserve the right to (i) assign tasks to
contractor staff or prepare work schedules, (ii) control the method by which the contractor
performs the service, the number of people employed, and the specific duties of individual
employees, (iii) provide for a performance review of individual employees, or (iv) have
contractor employees removed from the job for reasons other then misconduct or security.

While the OIG did not follow up with employees regarding their responses, we did note that
contractor managers are not on site full time in the SDB. This often necessitates contractor staff
seeking assistance in terms of guidance, assignments and feedback from government supervisors.
However contract managers maintain ultimate control over assignments and employee ratings.
Consequently, the OIG concludes that the contracts themselves were not personal services

contracts.

The review was conducted from June 19, 2002, through August 12, 2002, in accordance with
generally accepted government auditing standards.

The OIG appreciates the excellent cooperation and assistance provided during the review by ITM
management and the Software Development Branch staff.

Attachments - 2

cc. Henry Hoffman
Jean Sefchick
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