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INSPECT WHAT YOU EXPECT: CONSTRUCTION
CONTRACTING PRACTICES AT THE
U.S. DEPARTMENT OF VETERANS AFFAIRS

WEDNESDAY, April 13, 2011

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON VETERANS’ AFFAIRS,
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS,
Washington, DC.

The Subcommittee met, pursuant to notice, at 10:04 a.m., in
Room 334, Cannon House Office Building, Bill Johnson [Chairman
of the Subcommittee] presiding.

Present: Representatives Johnson, Roe, Donnelly, McNerney, and
Barrow.

OPENING STATEMENT OF CHAIRMAN JOHNSON

Mr. JOHNSON. Well, good morning, this hearing will come to
order this morning.

I want to welcome everyone to today’s hearing on Inspect What
You Expect: Construction Contracting Practices at the U.S. Depart-
ment of Veterans Affairs (VA).

I would also like to apologize in advance that I may have to leave
early or intermittently for a markup at the Natural Resources
Committee taking place this morning. I apologize in advance for
that conflict. I know that some other Members may have to leave
for that same purpose, they will be affected as well, but we will get
through the hearing as best we can or we will recess if necessary
to accommodate those.

Before we start I would like us to real briefly recite the pledge
of allegiance. So if everyone would rise we will start off that way.

[Pledge was taken.]

Mr. JOHNSON. And again, thank you very much.

In a Department the size of the VA, the contracting process in-
volves billions of dollars annually. These funds are necessary to en-
sure those who so bravely served the country are provided the care
and benefits that they have earned; however, problems arise when
the contracting process is mismanaged and poorly executed con-
tracting on the scale of billions of dollars, such as what we see at
VA, can mean billions of dollars wasted, taxpayer dollars that were
supposed to help the veterans.

A contracting process done correctly can actually help an organi-
zation save money in the long run.

Good contracting on a construction project entails having an
independent cost analysis of all available options, eliminating pref-
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erential treatment, and executing a timely process that results in
a product delivered in a timely fashion and at the best cost.

VA has acknowledged it would improve the quality of its con-
tracting process through the use of the Electronic Contract Man-
agement System, or eCMS, as it has become known.

In June of 2007, an information letter was issued by VA’s Execu-
tive Director of the Office of Acquisition and Logistics mandating
the use of eCMS. This database would record and track procure-
ment actions of over $25,000, and the data could then be easily and
comprehensively reviewed to determine the effectiveness of VA’s
contracting processes and make changes where necessary. Cost
overruns could be identified and addressed early on, and perhaps
even prevented in the first place.

This sensible approach to overseeing the contracting process
could reduce overall contract mismanagement, prevent potential
fraud, and ultimately prevent wasted taxpayer funding.

For some reason, despite its mandated usage, many supervisors
and managers across the VA choose and have chosen to ignore
eCMS, instead allowing the contracting system and associated run-
away costs to continue.

VA’s Office of Inspector General (OIG) found clear cases of miss-
ing and incomplete information, and in one test discovered that 83
percent of the transactions that should have gone into eCMS were
left out. Examples such as this dilute the value of eCMS as an ac-
countability measure, and in the end veterans and taxpayers bear
the loss.

While VA acknowledged the OIG’s findings and concurred with
recommendations for improvement, it is my wish to see concrete
evidence of that improvement.

Reports of other clear cases of contract mismanagement are
equally disturbing, including bundling contracts as well as splitting
contracts, as was substantiated by the Deputy Assistant Secretary
for Acquisition and Logistics nearly a year ago.

As these contracts are mishandled, much needed construction is
slowed considerably and the needed services that a new medical fa-
cility would provide are further delayed. Again, those who are hurt
most by these actions are the veterans.

If we are to get this right, there must be decisive leadership in
contracting and accountability for actions at all levels. If eCMS was
mandated by VA’s leadership to be used, why then is it obviously
not being used? If certain contracts on a construction project are
intended for veteran-owned small businesses, why would a large
business be competing for them? If plans are put in place for an
expanded outpatient clinic, why then would the size and scope of
that project change, not once, but twice?

It is past time for these billions of construction contracting dol-
lars to be used effectively, efficiently, and in a timely fashion so the
veterans who need the services provided by these facilities can ac-
cess them.

I appreciate everyone’s attendance at this hearing and I now
yield to the Ranking Member for an opening statement.

[The prepared statement of Chairman Johnson appears on p. 33.]
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OPENING STATEMENT OF HON. JOE DONNELLY

Mr. DoONNELLY. Thank you, Mr. Chairman, for holding this hear-
ing today, I look forward to today’s discussion.

I would like to welcome everyone as we have the opportunity to
conduct the Subcommittee on Oversight and Investigations first
hearing of the 112th Congress.

I am honored to serve as the Ranking Member and look forward
to working with Chairman Johnson and other Members on both
sides of the aisle.

Prior to today’s hearing, we had the opportunity to meet and dis-
cuss the Oversight and Investigations (O&I) agenda for the upcom-
ing year, and from our discussions, I know we have a full plate,
and one we are both committed to working in a bipartisan manner
as we seek to provide the oversight our Nation’s veterans rightly
deserve.

Today’s hearing is an example of that bipartisan work. The VA
procurement efforts and initiatives have been problematic and con-
troversial at times. It is important we make certain the VA is doing
their due diligence prior to awarding contracts. There are many
steps the VA must take in between initiating procurement project
proposals and post-awards.

Today, we hope the VA will assure us that construction projects
are fully reviewed to ensure successful delivery and management.

It seems to me that there have been too many VA Office of In-
spector General reports indicating that the VA’s lack of contract de-
tails is there. Furthermore, unrealistic and unreasonable acquisi-
tion plans have led to escalated contract costs and unmet con-
tractor milestones.

One of my concerns is how many times do we need to meet with
the VA only to find out that after millions of dollars have been
spent on a contract the contractor walks away with these funds
after the VA cancels their contracts due to unmet deliverables?
This is an indication that we have to do better.

Furthermore, since the 110th Congress, this Committee has been
providing oversight on contract bundling. I am familiar with these
issues having been a Member of the Committee on Veterans’ Af-
fairs since the 110th Congress and have participated in various
hearings on this topic.

Contract bundling by contracting officers should be reviewed
carefully as well. Whether it may be awarding contracts or set-
aside initiatives for veteran-owned small businesses, bundled con-
tracts create opportunities for fraud and mismanagement.

I will be particularly interested in the implementation of the
VA’s Electronic Contract Management System.

Thank you, Mr. Chairman, and I yield back.

[The prepared statement of Mr. Donnelly appears on p. 34.]

Mr. JoHNSON. I thank my colleague for his comments and now
I invite the first panel to the witness table.

On this panel we will hear testimony from Belinda J. Finn, As-
sistant Inspector General for Audits and Evaluations at the VA Of-
fice of Inspector General; Assistant Inspector General Finn is ac-
companied by Cherie Palmer, and Audit Director at the Chicago
Audit Operations Division of the VA Office of the Inspector Gen-
eral.
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Ms. Finn, your complete written statement will be made part of
this hearing record, and you are recognized for 5 minutes.

STATEMENT OF BELINDA J. FINN, ASSISTANT INSPECTOR
GENERAL FOR AUDITS AND EVALUATIONS, OFFICE OF IN-
SPECTOR GENERAL, U.S. DEPARTMENT OF VETERANS AF-
FAIRS; ACCOMPANIED BY CHERIE PALMER, DIRECTOR, CHI-
CAGO OFFICE OF AUDITS AND EVALUATIONS, OFFICE OF IN-
SPECTOR GENERAL, U.S. DEPARTMENT OF VETERANS AF-
FAIRS

STATEMENT OF BELINDA J. FINN

Ms. FINN. Mr. Chairman and Members of the Subcommittee,
good morning and thank you for this opportunity to testify on the
Department of Veterans Affairs procurement processes and con-
struction.

With me today is Cherie Palmer, Director of the Chicago Audit
Division.

Procurement continues to be one of VA’s major management
challenges. Our oversight of VA’s procurement activities has re-
ported on the need for increased management visibility of VA ac-
quisitions on several occasions. Having accurate and reliable infor-
mation is critical for VA’s ability to manage its acquisitions nation-
wide and make good procurement decisions.

In July 2009, we reported that the VA Electronic Contract Man-
agement System known as eCMS, contained incomplete informa-
tion on VA acquisitions. We compared the contract actions in eCMS
with data from two other sources.

First, we looked for information on over 6,000 procurement ac-
tions from VA’s Integrated Funds Control System. We found that
nearly 83 percent of those actions were not recorded in eCMS.

Second, we compared contract actions from the General Services
Administration’s (GSA’s) Federal Procurement Data System and
found nearly 21 percent of those actions were only partially com-
pleted in eCMS. The eCMS contained no information on another 31
percent, and in total eCMS had complete information on less than
half of the over 1400 actions we checked from GSA’s system.

Therefore, we concluded that the reports generated by eCMS
were unreliable, incomplete, and could not be used when making
management decisions.

We recommended eight separate actions of which three remain
unimplemented today. The open recommendations including imple-
menting a VA-wide eCMS policy handbook, improving the technical
performance of eCMS, and integrating eCMS with VA financial sys-
tems.

Additionally ongoing audit work at VA’s largest contracting ac-
tivity continues to identify problems in the use of eCMS to develop
and maintain national contracts.

As part of our oversight on VA’s construction program, we per-
formed a follow-up audit in 2009 and found that VA had estab-
lished a Quality Assurance (QA) program and procedures to resolve
previously reported problems; however, QA programs still needed
written policies, procedures, performance measures, and a staffing
plan. We noted that the QA program could not oversee contract



5

schedule slippage because it was focused on performing field acqui-
sition reviews.

VA management agreed with our recommendations to address
the reported problems and has completed action on all but one of
the four recommendations.

We will continue to access the effectiveness of VA’s construction
program in future work.

In addition to our national audits of acquisition and construction,
the OIG provides ongoing oversight through other avenues. For ex-
ample, OIG criminal investigators liaison with VA contracting per-
sonnel, program managers, and contractor staff to deter, detect,
and investigate potential construction fraud.

Finally, our Office of Contract Review began reviewing pre-award
documents and claims related to construction contracts earlier this
year.

While VA has recognized deficiencies in its acquisition processes
and infrastructure they have much more work to do. We believe VA
should continue its efforts to leverage the full capability of eCMS
and integrate it into existing and future financial systems.

Mr. Chairman, this concludes my statement. We would be
pleased to answer any questions that you or other Members of the
Subcommittee may have.

[The prepared statement of Ms. Finn appears on p. 35.]

Mr. JOHNSON. Thank you, Ms. Finn, I appreciate that very much.
We will now—Ms. Palmer you do not have an opening statement;
is that correct? Okay. All right, just wanted to make sure.

Well, let us immediately go into questions. And Ms. Finn, could
you describe for us the basic functions of eCMS?

Ms. FINN. I will describe them as far as I can. I am not a user
of the system, so a more complete answer would probably come
from the second panel, from the VA experts.

The eCMS is a contract writing system. It was developed to be
able to prepare contract documents and clauses easily.

For us it provides the capability to compile information on the
contracts in a particular location. Before eCMS, that capability was
not in the Department, and as we were doing audits we would have
to build a universe at every location we went to in order to have
a group of contracts from which to do our work.

Mr. JOHNSON. In your written testimony, you provided several
examples of incomplete or missing contracts within eCMS. In your
opinion, would the proper use of eCMS have aided the VA in more
effective project management?

Ms. FINN. It is a little difficult to extrapolate the contract infor-
mation in eCMS to total project management, and I say that be-
cause project management involves much more than just managing
the contract. Certainly though knowing your contracts and having
that information handy is a critical piece of information.

Mr. JOHNSON. During your testimony, you talked about one of
your recommendations being the integration of eCMS into other VA
systems, including their financial management systems. I believe
that is what you said if I understood correctly. Certainly program
management, financial management of projects as a core aspect of
any program management philosophy or system.
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Is it safe to say that if eCMS were being used properly and inte-
grated properly that we would have, the VA would have a more ef-
fective vision or ability to see comprehensively what is going on
within these very expensive contract or construction projects?

Ms. FINN. I think that is fair to say. One of the issues we noted
when we were first looking at the usage of eCMS is that people
working in the field had to input information twice in order to use
eCMS. They had to put in it eCMS and they also had to put it into
the Integrated Funds Distribution, Control Point Activity, Account-
ing and Procurement (IFCAP) system, which is the integrated fund
control system.

IFCAP controlled the obligations, and so those managers really
needed to put it into the IFCAP because that was their funding
mechanism in their financial system that fed into VA’s financial
systems. So faced with those choices, they tended to put it into
their financial system and not put it into eCMS.

If it is integrated, they will put it into eCMS and it should feed
into the financial system and we will have better records.

Mr. JOHNSON. Okay. Let us go back to the overall purpose of
eCMS, and correct me if I am wrong, but eCMS is basically an
oversight, an accountability tool, right? I mean it allows those, in-
cluding senior officials within the VA, as well as Members of Con-
gress, to be able to go look at the status of projects and contracts,
correct?

Ms. FINN. Yes, and from our viewpoint, it is a great advantage
when contracts are on eCMS because we can look at them remotely
from our office in Los Angeles where as before, we had to travel
to every single facility in order to look at hard copies.

Mr. JOHNSON. All right.

Thank you very much, I think that is all the questions I have
at this point. I will now yield to Ranking Member Donnelly for his
questions.

Mr. DONNELLY. Thank you, Mr. Chairman. Good morning, Ms.
Finn, thank you for being with us here today, and good morning,
Ms. Palmer, thank you very much. I am from South Bend, Indiana,
not too far away from Chicago, so it is good to see you out here.

Ms. Finn, why do you think these problems have developed? Is
there a consistent theme as to something VA is missing or is failing
to do in hitting the proper contracting methods?

Ms. FINN. Are you referring to why consistently we find eCMS
still isn’t being used?

Mr. DONNELLY. Yes.

Ms. FINN. Okay. Ms. Palmer has some insights on that, I am
going to ask her to share them.

Ms. PALMER. Thank you, Belinda.

During our audit work for the audit of eCMS, we surveyed 1,382
users across all VA business lines. Our survey respondents stated
that eCMS is not used consistently due to personnel shortages,
time constraints, heavy workloads, inadequate training, and con-
flicting guidance. They also stated that the system was slow and
cumbersome and told us that they received conflicting guidance on
how to use the system.

During our ongoing work at the National Acquisition Center, we
found that although the Office of Acquisition, Logistics, and Con-
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struction (OALC) mandated eCMS usage, it did not adequately en-
sure the required use of eCMS.

Contract data is entered and maintained in the National Acquisi-
tion Center Contract Management System, which is a separate sys-
tem; however, eCMS is the mandated acquisition information sys-
tem. It only serves VA customers and that is why they utilize two
systems. Other government agencies, non-VA customers using the
national contracts cannot access the information available in
eCMS. The CM system provides an Internet electronic catalog func-
tion that allows non-VA customers to access that contract data.

Mr. DONNELLY. Do you feel the VA personnel who do contracting
that the eCMS system is there but they more or less feel I have
to get a contract done, I have to get this organized, I have to get
this out and they really don’t know how to properly use eCMS, is
that what you are hearing?

Ms. PALMER. I think the survey that we did in 2009 would agree
with exactly what you said, but we haven’t done any follow-up
work.

Mr. DONNELLY. Ms. Finn, do you have any estimate, ballpark, we
are not going to hold you to an exact number obviously, but the
failure to use the system properly, the contracting that is done
with some of the steps missing. Do you have any idea how much
money this is costing us at the end of the day? How much money
could be saved that is not?

Ms. FINN. No, sir, I really don’t. I can’t say for sure those con-
tracts aren’t managed properly.

Mr. DONNELLY. Right.

Ms. FINN. We just know they are not being recorded.

Mr. DoNNELLY. Okay. And so what we have is we can’t say the
contracts aren’t being run the best that contracts can be run, it has
just not been put into the system the right way.

Ms. FINN. It is not in the system and so, therefore, the visibility
of that contract is possibly going to be limited once you get away
from the local facility where the contract was awarded.

Mr. DoNNELLY. What do you think is the most important thing
that the VA can do to start running these contracts properly?

Ms. FINN. I think having the oversight and the visibility is a very
important first step. You can’t manage what you don’t know about,
and that is true for the facility, the Veterans Integrated Services
Network (VISN), the network offices, and also the Veterans Health
Administration (VHA), as well as VA and even my office. It is hard
to provide oversight when you don’t know about something and you
have to go search it out. I think that is a key.

I think the problems with the usage of eCMS being cumbersome
and hard are hurdles that the Department is still working on to
improve the technical performance of the system and that is a crit-
ical step, because as you said, if you are pushed for time you may
skip a step because it is hard to do. So they definitely need to work
on improving the technical performance of the system and the inte-
gration to make it seamless that will help improve the visibility a
great deal.

Mr. DONNELLY. Well, my time is up, but I want to thank both
of you for your efforts to do a good job with the VA and to save
taxpayer dollars.
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So with that, Mr. Chairman, I will yield back.

Mr. JOHNSON. I thank the gentleman and I now yield to my col-
league from Tennessee, Mr. Roe, for your questioning.

Mr. ROE. Okay, thank you, Mr. Chairman, and thank you all for
being here today.

I guess one of the questions, you know, we talk a lot about man-
dates around here, you are being adjudicated in a court about an-
other subject, but if the VA is mandated to implement and use this
system are there any penalties if you just decide it is too—I think
you mentioned we don’t have enough people, it is too cumbersome,
and slow, we are not trained and on and on. Those are all excuses,
but if you are mandated to do it I thought you should be doing it,
and if you don’t do it is there any penalty at all for not just not
doing it?

Ms. FINN. I don’t know of any penalty, but the VA panel who is
coming after me may be able to answer that question.

Mr. ROE. Okay. Well, I realize that new things or different things
are hard to do. I mean we have all been in new systems that are
difficult and we tend to go with what we are comfortable with and
we know has worked before.

And so, I guess the next question I have on the new eCMS sys-
tem, it was put there for transparency; is that correct, so that you
and I and other people would have access to this information so
that we can make decisions about how these billions of dollars in
VA are being spent; is that correct?

Ms. FINN. That is my understanding.

Mr. ROE. Yes. And when it is not being implemented is there a
way, Ms. Finn, and I guess Ms. Palmer either one of you can an-
swer this, that you can easily find out this information or is it just
a rat maze?

Ms. FINN. No, there is not a way. In the past, in order to do au-
dits at facilities, we have had to resort to searching through finan-
cial systems using cost accounting codes or other mechanisms to
try and identify contracts. It is very difficult.

Mr. ROE. So it would be impossible for me or anyone or any cit-
izen or anybody else to ever get that information?

Ms. FINN. I would think it would be pretty close, yes.

Mr. ROE. Okay. So then one of the reasons, how long has this
system been in place? When was it implemented, what year?

Ms. FINN. 2007.

Mr. ROE. So this is the fourth year that it would have been im-
plemented.

Ms. FINN. Yes, sir, I believe so.

Mr. ROE. And it is not being used, and in a sense there is no pen-
alty, there really isn’t any urgency to implement the system the
best I can see; is that correct?

Ms. FINN. The system is being used. It was not being used totally
when we did our first audit. We haven’t done a full followup to see
the total usage now, but we do know from some statistics the De-
partment has reported to us as they have increased their oversight
since our report that the usage has increased dramatically.

Mr. ROE. Well, I guess from O&I investigation or is it reasonable
to think that when you implement a system that you should be
able to do it in less than 4 years?
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Ms. FINN. I guess I would say the system is implemented. It has
taken that long to get consistent usage, and I don’t know if it
should take 4 years. It does seem a little long.

Mr. ROE. I think we know the answer to that question.

And this is through the VA procurement and various contracting,
of course they will be up here in a minute and we will be able to
ask them questions.

If you had a suggestion would you relook? Do you think that your
particular investigation has uncovered anything? Because you men-
tioned something I thought was very important, because they are
entered in it doesn’t mean it is not being done right.

Ms. FINN. Yes.

Mr. ROE. It just means it is hard to find the information.

Ms. FINN. Correct.

Mr. ROE. Not that VA is hiding anything or anything like that,
it is just that they are not—well, we will find out in a minute what
they are doing.

Any other comments about that? If not I have no further ques-
tions.

Ms. FINN. No, sir, I don’t.

Mr. JOHNSON. I thank the gentleman for yielding back.

At this time I would recognize the gentleman from Georgia, Mr.
Barrow.

Mr. BARROW. Thank you, Mr. Chairman.

Ms. Finn, thus far we have been talking about the subject of
knowing what you are getting with goods and services. We haven’t
talked so much about when you get what you bargain for, but mak-
ing sure we get what we are paying for. But when we get it it has
not been as much a part of your testimony as I have gathered. I
note you say that the subject of contract schedule slippage hasn’t
been the main focus, you have been focused mainly on performing
field acquisition review, and it sounds like your focus has been not
so much on when we get what we are paying for, but what we are
getting and whether we are getting what we are paying for, and
I want to talk about the subject of when we are getting what we
are paying for or waiting for, because all the problems that you de-
scribe and talk about are much more—are aggravated greatly by
the decision about when to decide to build something.

Take in my situation, for example, we have been on the ready
line for a community-based outpatient clinic (CBOC) in Statesboro,
Georgia, for 4 years now and we have gotten conflicting reports
from the VISN, from the Secretary’s office, as to when the thing is
going to get built. And it disturbs me greatly when in response to
our last inquiry about this, we get response from the VA that basi-
cally talks about what is going on in Hinesville, Georgia, a very dif-
ferent project in the adjoining district represented by my colleague,
Jack Kingston, not at all responsive to the inquiry we were pur-
suing for years about trying to get something built in Statesboro.

What can you say about the process about how we go about de-
ciding where we are going to build things like community-based
outpatient clinics? How is that process working?

Ms. FINN. Unfortunately, Mr. Barrow, I can say very little about
it, and mainly because we just have not done any comprehensive
work to look at that process.
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Mr. BaArRrOW. Well, I am going to tell you, that is something of
real concern to the folks that I represent, because it is a part of
VA policy to try and provide the services on a local basis that are
needed on a local basis, the health care, the mental care, the things
that can be delivered locally greatly reduces the burden on the con-
stituent population of having traveled long distances to get the so-
called free care they have been promised that they bargained for,
and to offer that promise on the one hand and then be dangling
out the prospect of a CBOC in a hugely under-served area like I
represent.

You have folks in Augusta who are just ready to go to include
these folks in their network. They want to get going on this. You
got the constituent population in the five county areas surrounding
Statesboro that is just dying to get local care so they don’t have to
drive an hour either to Dublin or to Savannah, or worse yet to far-
ther places in order to get the low maintenance, high-impact care
they can get through a CBOC, and we have not gotten a straight
answer yet as to when that is going to happen.

So in addition to all the things that you are occupied with there,
are those of us who are still waiting to find out when we are going
to %;et in line to experience all the problems that you are grappling
with.

So I thank you for your diligence in focusing on your part of the
problem, but understand as well the part of the problem of deciding
where we are going to build things and when we are going to build
them. If you can take that issue up, please, we definitely would like
to follow up with you.

Mr. Chairman, with that I yield back.

Mr. JOHNSON. I thank the gentleman for yielding back.

I now recognize the gentleman from California for his questions.

Mr. McNERNEY. Thank you, Chairman Johnson. Good morning
and thanks for coming this morning.

One of the things I hear you say and I read from your written
testimony is that the eCMS system is overly cumbersome, or at
least that is what some of the employees are reporting, but pro-
curement is somewhat subjective, by its very nature you have to
look at different bids, you have to make a decision whether they
can provide and so on, so any computer driven system is going to
be cumbersome.

So what I would like to know is, is there a better system out
there than eCMS, could you answer that question, that you are
aware of?

Ms. FINN. I am not aware of any other system that does this type
work, so I really can’t give you an opinion, I am sorry.

Mr. McNERNEY. Well, the VA is a big organization, it has lots
of contracts, it seems to me that it is big enough to be able to go
to whoever produces eCMS and say we need these changes to make
it more responsive to our needs. Is that happening that you are
aware of?

Ms. FINN. As I said earlier I believe they are working to imple-
ment one of our recommendations related to improving the tech-
nical performance, I don’t have the details with me of exactly what
steps they are taking, but I would imagine Mr. Haggstrom will be
able to give you more information.
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Mr. McCNERNEY. One other question about the eCMS. Is that pri-
vate or public? Is it publicly available software or is it a private
that you have to purchase?

Ms. FINN. I believe that it is privately developed and proprietary.

Mr. McNERNEY. Okay. Do you know if there is anyone here from
eCMS this morning or if they are paying attention to this hearing?

Ms. FINN. I do not know, sir.

Mr. McNERNEY. Okay. Well, I hope they are. And I would rec-
ommend that the VA use its purchasing clout to work with them
to make the system more easily responsive.

And I certainly appreciated my colleague Mr. Roe’s comments
about enforcement. How do you think we can ensure greater over-
sight and transparency of the VA system in general?

Ms. FINN. I think we can ensure greater oversight by continuing
to provide oversight from your side and also from mine. You know,
as we continue to look at things we do see improvements. Contin-
ued attention makes a difference.

Mr. McNERNEY. Well, you know, I have been in private industry
for many years, you know, the purchasing and contracting is a
black art, and the more that you work within that the more that
you can make it responsive. So you know, the statement that the
VA employees don’t think that the—they think the system is too
cumbersome, it takes too much time, no, those excuses dont fly
with me and they don’t make sense.

So we are going to have to keep an eye on that as we move for-
ward. And thank you for your testimony.

Mr. JOHNSON. I thank the gentleman.

With the Committee’s indulgence I have another couple of ques-
tions, and so I am going to go into a second round here and we will
try to make this brief. If any of you have additional questions, gen-
tlemen, we will get to those too.

Ms. Palmer, would you read back again what you said earlier in
your survey what people said were the distractions or the reasons
why they were not using eCMS?

Ms. PALMER. Yes. The survey respondent stated that eCMS is
not used consistently due to personnel shortages, time constraints,
heavy workloads, inadequate training, conflicting guidance, it is a
slow and cumbersome system, and they received conflicting guid-
ance on its usage.

Mr. JOHNSON. Okay. As a former Chief Information Officer (CI1O)
myself and with other 30 years in information technology (IT), I
can certainly relate to the technical aspects of a cumbersome sys-
tem. Outside of the technical aspects though, and I will address
this to Ms. Finn, and to both of you actually if you would like to
respond, outside of the technical aspects of the system, and it is
subjective whether that is cumbersome or not depending on the
user, every one of the other reasons for inconsistent use are man-
agement decisions, right? I mean that is what management is sup-
posed to do is to provide training. Training is an integral part of
the acquisition of a system like eCMS. Everybody has workloads to
deal with, and certainly time constraints.

It seems to me, eCMS, that kind of system that does contract
writing is designed to break down time constraints.
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And I would appreciate a response from both of you. Would you
agree that the inconsistent use reasons given are primarily focused
around management issues?

Ms. FINN. Yes, sir, I would agree that those are management
issues. We obviously had a recommendation related to training
from this report and VA did provide a great deal more training and
address some of the other management issues such as having con-
flicting guidance as to what people were expected to do.

As VA worked to obligate money from the Recovery Act it man-
dated that every contract, no matter what size, funded with Recov-
ery Act money be completed in eCMS, and as we looked at those
contracts we didn’t find any lapse with the contract being there,
but we did still find problems with some of the documentation
being there.

But yes, they are management issues that will take continued at-
tention in order to address.

Mr. JOHNSON. Okay. Ms. Palmer, any comments on that?

Ms. PALMER. No, sir, I don’t have anything else to add.

Mr. JOHNSON. Okay, all right. Thank you. That is my last ques-
tion. I will see if our other Committee Members have, standing in
for the Ranking Member, Mr. McNerney, do you have further ques-
tions?

Mr. McNERNEY. Yes, I do. Actually one of your statements is
that you have trained 14,000 VA employees annually and that is
a pretty big number of people to train effectively in a year.

Ms. FINN. Yes, sir, that is in fraud awareness. We provide reg-
ular briefings to people in VHA, as well as the Veterans Benefits
Administration on issues that they should be aware of as managers
and people on the front line who might see fraud situations.

Mr. McNERNEY. How much effort is devoted to training people
in the eCMS system?

Ms. FINN. From the OIG Office we don’t provide that training.
The Department provides that training.

Mr. McCNERNEY. So you are not aware of how much training is
involved?

Ms. FINN. No, sir, I am not.

Mr. McNERNEY. If we were to hold a hearing a month from now
and ask you to provide names of managers at the VA that are fall-
ing down in terms of their employees complying with eCMS could
you do that?

Ms. FINN. A month might be a very short time in order to give
you comprehensive information.

Mr. MCNERNEY. What would be an appropriate time frame?

Ms. FINN. Several months at least I would think. I don’t know,
because I don’t know the scope of what we might need to look at.
If we were trying to make a determination across the entire De-
partment that would take quite a long time.

Mr. MCNERNEY. And in your opinion would that be something
that would be effective in terms of enforcing compliance with
eCMS?

Ms. FINN. It would certainly get their attention.

Mr. McNERNEY. I think it would, yes. All right, thank you, that
is my last question.
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Mr. JOHNSON. Thank you. The gentleman from Tennessee no fur-
ther questions? Mr. Barrow from Georgia? I am sorry, Ranking
Member Donnelly returned. Mr. Donnelly, do you have any further
questions?

Well, on behalf of the Committee, ladies, Ms. Finn and Ms. Palm-
er, thank you so much for your testimony today. We look forward
to moving forward with you on ensuring a well managed con-
tracting process for construction at VA. You are now excused.
Thank you.

Ms. FINN. Thank you.

Mr. JOHNSON. And I invite the second panel to the witness table.
I now welcome Mr. Glenn D. Haggstrom, the Executive Director of
the Office of Acquisition, Logistics, and Construction at VA. Mr.
Haggstrom is accompanied by Mr. Jan Frye, Deputy Assistant Sec-
retary of the Office of Acquisition and Logistics at VA, and Mr.
Robert Neary the Director of the Service Delivery Office in the Of-
fice of Construction and Facilities Management as well as the Act-
ing Director of the Office of Construction and Facilities Manage-
ment at VA.

Mr. Haggstrom, your written testimony, your written statement,
will be included in the hearing record and you are now recognized
for 5 minutes. I sense you folks have been here before probably so
you know just to hit the talk button.

STATEMENT OF GLENN D. HAGGSTROM, EXECUTIVE DIREC-
TOR, OFFICE OF ACQUISITION, LOGISTICS, AND CONSTRUC-
TION, U.S. DEPARTMENT OF VETERANS AFFAIRS; ACCOM-
PANIED BY JAN R. FRYE, DEPUTY ASSISTANT SECRETARY,
OFFICE OF ACQUISITION AND LOGISTICS, U.S. DEPARTMENT
OF VETERANS AFFAIRS; AND ROBERT NEARY, ACTING DI-
RECTOR, OFFICE OF CONSTRUCTION AND FACILITIES MAN-
AGEMENT, U.S. DEPARTMENT OF VETERANS AFFAIRS

Mr. HAGGSTROM. Thank you, Mr. Chairman Johnson, Ranking
Member Donnelly, and distinguished Members of the Committee,
thank you for the opportunity to appear before you today to discuss
the Department of Veterans Affairs Acquisition, Logistics, and Fa-
cilities Management operations.

It is a privilege for me to represent the many dedicated and hard
working professionals and provide mission critical support every
day to necessary contracts, logistic support, and facilities are avail-
able for some of our Nations most extraordinary citizens, veterans.

The Office of Acquisition, Logistics, and Construction was formed
in October 2008 to support the construction needs of the Depart-
ment of Veterans Affairs. Those organizations were brought to-
gether to provide an enterprise approach to policy, process, and
systems necessary to support these similar functions resident in
each of the VA administrations.

The core responsibilities and an integrated acquisition model
were affirmed by the Secretary on April 2010. Together the struc-
tural and process changes will enable the Department to serve our
internal customer’s needs and ultimately our veterans in a more ef-
ficient manner.

OALC has six fundamental roles in the operation of the Depart-
ment. Achieve clear ownership and accountability of the VA con-
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tracting mission, gain control over acquisition and facilities man-
agement information, effectively manage the acquisition life cycle
for contracting and construction, develop critical human capital re-
sources, enhance information management to support corporate de-
cision-making, and finally improve service delivery.

With the focus of today’s hearing on VA’s Electronic Contract
Management System and the major construction program I would
like to inform the Committee on where we stand with regard to
completing the recommendations identified by the OIG in each of
the reports.

Currently OALC has two VA OIG reports with four recommenda-
tions that remain open. As part of OALC’s continuous improvement
process the findings and recommendations of all OIG and GAO re-
ports are captured, analyzed, tracked, and acted on.

First, the audit of VA Electronic Contract Management, eCMS,
published in July 2009 identified eight recommendations, five of
which the OIG has closed. Significant progress has been made
through management actions to complete system user training with
training teams available to the administrations upon their request,
putting in place oversight programs at the administration and
headquarters level to review eCMS usage, and the ability to per-
form real property leasing functions within the system is in use.

Three recommendations remain open. The recommendation to de-
velop and implement a VA wide eCMS policy and handbook to en-
sure consistent use and compliance with the system requirements
is nearing completion. We completed developing and providing an
integrated role base matrix for using the individual eCMS user
guides in the December 2010 release of the system. The remaining
action to complete policy revision will be completed by the end of
this month.

The second open recommendation deals with the technical per-
formance of the system. In response to this, we have completed
phase one of our technical refresh in January 2010 with phase two
scheduled to be completed in June of this year.

The refresh include server replacement, software changes to in-
crease performance, and expanded data repository capacities.

Finally, the remaining recommendation was to determine feasi-
bility of integrating eCMS with the integrated funds control point
activity accounting and procurement system to streamline the pro-
curement process. The integration software that has been com-
pleted and tested and is scheduled for production roll out in the
first quarter of fiscal year 2012.

The other of VA’s major construction contract award and admin-
istration process identified four recommendations with one still re-
maining open.

Successfully closed were recommendations to establish effective
mechanisms to monitor contract slippage and ensure the timely
close out of major construction projects and develop a staffing plan
to ensure quality assurance responsibilities are met.

In the remaining open recommendation, OALC is developing
written quality assurance policies and procedures and program per-
formance measures addressing all quality assurance services areas
of responsibilities. Phase one of this recommendation was com-
pleted in December of 2010, and phase two will be completed in
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June of this year at which time we will recommend to the OIG that
the report be closed.

Also in 2009, the U.S. Government Accountability Office (GAO)
issued a report on VA major construction noting that VA generally
met GAO best practices for a Federal major construction program
in 10 of 12 areas. From that report came two recommendations
that VA fully supported and is in the process of implementing.

First, the use of an integrated master schedule, and second, con-
ducting a risk analysis based on the projects cost, schedule, and
complexity. Both of these recommendations will be completed this
fiscal year at which time VA will have implemented all 12 of GAO’s
best practices.

As proud as we are of the many improvements in VA’s acquisi-
tion and facilities management operations we recognize the need to
continuous improvement and will work diligently to maintain the
confidence of the American public and the Congress.

Mr. Chairman, we appreciate the opportunity to discuss VA’s ac-
quisition, logistics, and construction operations with you, my col-
leagues and I are available to answer your questions.

[The prepared statement of Mr. Haggstrom appears on p. 40.]

Mr. JOHNSON. Thank you, Mr. Haggstrom. What is the purpose
of using eCMS?

Mr. HAGGSTROM. The purpose of eCMS is an electronic contract
writing system. As the requirements of our contracting officers
have increased over the years for reporting certain measures, data
up to the Federal procurement data system, the complexities of the
contracting business at large, the majority of executive agencies
have brought on these contract writing systems to have a central
repository for our contracting officers to develop those contracts
and do any modifications or keep track of what is happening with
that specific contract.

This information, if you will, then flows to what is called the pro-
curement data system, which is system of record, if you will, for
the Federal Government, the Federal procurement data system,
and it also tracks much of the same information that is resident
in eCMS.

The eCMS, if you will, performs that back shop capability of the
details that surround the contract.

Mr. JOHNSON. Do you consider eCMS an effective tool?

Mr. HAGGSTROM. There are always improvements that can be
made to integrated systems. I believe it is.

In my past workplace, I was part of bringing online a very tool
similar to this, the integrated acquisition system.

All of the Federal agencies that I am aware of, the large pro-
curing offices have done this as part of the government’s e-procure-
ment initiative, and while each of the agencies uses different types
of the software and protocols, in general when you look at elec-
tronic contract management systems across government they are
very similar in terms of the performance and capabilities that they
have.

Mr. JOHNSON. Do you consider eCMS as being properly used by
the VA at this point?
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Mr. HAGGSTROM. Mr. Chairman, we agree with what Ms. Finn
was saying. eCMS is not used to the full capacity and we recognize
that, and I believe there are two components to that.

First is the technology component, if you will, and then I believe
it is our responsibility as the headquarters and the provider of this
system to ensure that what we have in terms of the system meets
the performance requirements of our people, and that includes the
training and the functionality and the response time, and all of
these things were noted in Ms. Finn’s testimony that they looked
at several years ago.

The second piece of that is exactly what was discussed with the
previous panel, and that is the management, and that is the ac-
countability of our mid-level managers and our senior managers
who are out in these contracting offices throughout the VA to en-
sure the enforcement of this policy and work with their people to
ensure that they are using the system as it has been mandated to
be used.

Mr. JOHNSON. When did that management accountability process
begin? I mean you heard the testimony of the previous panel, 20
of 29 contracts written by the Office of Acquisition, Logistics, and
Construction totaling over $10 million were not correctly developed
and entered into eCMS. You have heard figures of 87 percent.

I have been a leader, I have been a commander, I have been a
senior executive in business, how long does it take to address these
management issues?

Mr. HAGGSTROM. Unfortunately, in this particular case, it has
taken much too long. If I could ask Mr. Frye, who is also the senior
procurement executive for the Department to comment on the im-
plements of the system that took place back in 2007.

Mr. FRYE. Yes, if I could take you back a little bit. I arrived here
at VA in fiscal year 2006 and discovered VA had no contract writ-
ing system. I was astounded given the fact VA is the second largest
Federal Government organization. We were literally writing con-
tracts using Microsoft Word, I referred to it as writing contracts on
the backside of an envelope.

So we set about immediately to implement a contract writing
system. VA spent just a little over $20 million, implemented it
across the entire enterprise, and we completed implementation and
were fully operational and capable by July of 2007.

Following up on what Mr. Haggstrom said, this is a system we
use to write contracts, but it gives us a reputable, measurable proc-
ess in doing so, it gives us an all important database so we can
punch the button literally and know how many contracts we have
across VA, the dollar amounts and that type of thing.

Mr. JOHNSON. Mr. Frye, I apologize, my time is up. We are prob-
ably going to have a second round, we will get back into this a little
more. I will give you something to think about though.

Four years later, $20 million of American taxpayer dollars and
we have a system that is not being used for the most part when
you consider previous testimony, 83 percent of the data not being
in the system. That is a long time and a lot of money being spent
with very low return on investment by the American taxpayers.
Something is wrong here and I hope we can get into that.
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I am going to yield to Ranking Member Donnelly now for his
questions.

Mr. DONNELLY. Thank you, Mr. Chairman. I will throw this out
to all of you. What do you think is the most important next step
you can pursue to make eCMS work better, to make a contract sys-
tem work better? If you had your choice what next on your plate
is the most important thing to do?

Mr. HAGGSTROM. I think it is a continual process. You are never
going to complete this process because people forget. We contin-
ually have new folks in the contracting business coming into the
Department, so there is always this continuum of requirements.

I think one of the most things is training. Providing the adequate
training to our people for them to be able to use the system, under-
stand the system, and exploit its capabilities, and this training is
provided at the request of the administrations, but also when a
new contracting officer joins the Department they are required to
go through a 4-day course at the VA Acquisition Academy to under-
stand and learn the system and how to use that system.

Mr. DONNELLY. Do you have a course book for the VA Acquisition
Academy? Like when that person comes for 4-day boot camp, do
you have a book that you give them that tells them here is how
3?1:1/198 works, here is when you do contracts we expect it to be han-

ed?

Mr. HAGGSTROM. We do have a course training guide that is left
with the folks. Also because the eCMS system is web-based, all
those instructional training and how do guides are resident within
the system so that if the user has a question they can go to what
we call our acquisition resource center, which is imbedded as part
of this integrated technology, where they can go and they can look
up questions, find the answers, and then apply that to that par-
ticular problem they experience.

We also have a very robust help desk for eCMS that at any time
a user can call the help desk and seek help from a staff of profes-
sionals who understand this system and can lend them advice on
how to move forward with their problem.

Mr. DONNELLY. So I guess the next question is, we have a lot of
tools, how do we make sure these tools are used more? How do we
get more people on it? Are there parts of the country that are doing
better than other parts in the VA operations?

Mr. HAGGSTROM. There are. When you start to peel this back if
you look at it there are certain operations and areas with the ad-
ministrations who are if you would call super users where all the
contracting officers are using it and there are other areas where
they are not.

And T think that goes back to the point that Mr. Frye was mak-
ing and Ms. Finn was making, is we are looking at this now, this
has to be a leadership issue where those mid-level managers and
those senior managers take accountability for their folks to enforce
what the Department has issued as policy.

Mr. DONNELLY. It would seem that if some places are doing real-
ly well and some places are not doing well at all and they both
have the same materials then maybe it is not the materials, maybe
it is just as you said, a leadership issue of how do we get the same
skill set that has enabled certain areas to shine, how do we trans-
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fer that same skill set to those areas that haven’t, and I hope you
guys are taking a look at that.

Mr. HAGGSTROM. We are. In fact certainly one of the primary
users of this system is the Veterans Health Administration as you
can well imagine as being the largest administration within the
Department.

Mr. Fred Downs, who is the head of contracting activity for the
administration, has implemented specific metrics that look across
the operation in VHA at the VISN level to look at the usage of
eCMS and the reconciliation of any errors that are in eCMS.

So there is special attention being paid in the administrations on
the usage of eCMS and how they can improve that usage.

Mr. DONNELLY. I think one of the things we would be real inter-
ested in seeing is if you set up metrics for how to transfer this
knowledge, this talent, this ability of the places that are doing well
to the ones that aren’t. Is there a plan? What is that plan? What
kind of timetable is there for that plan? That kind of thing so that,
you know, the folks who are steering the ship the right way can
teach the folks who are going around in circles how to start point-
ing the ship in the right direction.

Mr. HAGGSTROM. Absolutely. About 2 years ago we established a
program management office within Mr. Frye’s organization specifi-
cally dedicated to eCMS, and Ms. Harvey, who is the Executive Di-
rector of that organization, has user forums of the folks out there
who actually type it on the keyboard, if you will, to continually get
feedback from them on what the issues with eCMS are, how we can
improve the system from a technical stand point, and the priority
of which these issues are tackled.

Mr. DoNNELLY. Well, thank you very much, I am out of time.
Thank you, Mr. Chairman, I will yield back.

Mr. JOHNSON. I thank the gentleman for yielding. The gentleman
from Tennessee?

Mr. ROE. Thank you, Mr. Chairman.

You know, we are here to provide the best services and care for
veterans, that is the purpose of this VA, and also to watch after
taxpayers dollars so that those dollars get down to actually pro-
viding services for veterans.

And let me just tell you a little bit of my frustration about this
morning. I got your testimony here at the 5 minutes till the time
this Committee started. I sit down the night before and read all of
these. And I had a book last night that my staff spends time pre-
paring, but there was nothing in here from your group. And I am
wondering if you were responsible for making sure that all of this
gets done wouldn’t it be good if we had had this yesterday so I
could have read your testimony yesterday? And I don’t know why
you didn’t get it here until 5 minutes till 10:00, but all I heard was
your testimony. I didn’t have a chance to read it, to analyze it, to
think of some questions. That is just a comment.

To Mr. Barrow’s point I want to get to some things that you were
talking about just a minute ago and how on a cost analysis who
conducts these cost analyses, and I think that is what eCMS is
about. How do you make these decisions about whether a new con-
struction site should occur, whether you should renovate one, and
then how do you follow that construction? How do you follow that
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money to make sure we are getting it? And I am going to get that
point second. So how is that down first of all?

Mr. HAGGSTROM. Mr. Roe, eCMS is not designed to do that.
eCMS is not a decision-making tool for the construction and facili-
ties management process in terms of determining site locations, in
terms of—

Mr. RoOE. Okay, that is fine, then you have answered that ques-
tion, that is done another way.

Mr. HAGGSTROM. It is.

Mr. ROE. But if you have a contract and that is entered then you
can find out if that contract is being implemented or written prop-
erly and followed properly am I right?

Mr. HAGGSTROM. That is correct.

Mr. ROE. Okay, then the reason I guess that leads to another
question I have that is when you were evaluating these things
there was a project I think out in Denver or some place out west—
in Denver where a replacement medical facility had been appro-
priated money in 2004, 2006, 2008, 2009, and 2010 with a total
cost of a half a billion dollars for 40 beds.

Well, I just helped at home build a hospital with 120 beds that
was a fraction of that much money.

How in the world does something like that happen if there is any
oversight that I or another Congressman here can go look at? How
could that ever happen?

Mr. HAGGSTROM. Congressman, if I may, Denver was a situation
where the scope was continually changing on that to decide wheth-
er or not we were going to have bed towers the example or not
have bed towers, what size the facility was.

I would ask Mr. Neary, who is the Acting Director of Construc-
tion of Facilities Management to comment on that if I may.

Mr. RoE. Thank you.

Mr. NEARY. Thank you, Congressman Roe.

er. JOHNSON. Mr. Neary, would you press your talk button,
please.

Mr. NEARY. Thank you, I apologize.

The Denver facility is not for 40 beds, but it is 184 beds, it also
includes a very large outpatient component. But you are correct
that the project was incrementally funded over a period of years.

And one of the areas that VA has identified as needing improve-
ments is in the early planning of major construction projects and
looking forward to having a multi-year program plan so that prior
to our introducing a major construction project in the budget we
have a better handle on what is to be constructed.

In the case of Denver, it was originally identified as a project
that would build a replacement hospital, then a decision was made
to lease hospital beds from the University of Colorado Hospital and
only build an outpatient clinic.

Over time and engaging with stakeholders, it was determined to
switch back to a full service replacement medical center and that
is under way now. We have just awarded the first construction con-
tract associated with the building of that facility.

Mr. ROE. Well let me just, Denver is a 40-bed increase in the
number of beds they had, and I will just tell you, you would never
in a million years spend your own money that way. There is no
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way on this earth that in a private business you could survive that.
A hospital can’t make that kind of a goofy decision now because of
the income they have to pay for their debt load, they can’t do it.

And I think that what we are all getting to here is that we want
our money, our tax dollars, your tax dollars spent as efficiently as
we can so that the veterans get the care they need, and to spend
a half a billion dollars, that is a lot of money on a project. I mean
we could have spent a lot of that money for Mr. Barrow to have
an outpatient clinic in his district, you could have had ten of them
for that much money, or 50 of them.

And so I guess my frustration is, is that when we are spending
the taxpayer’s dollars we don’t seem to be looking after them like
they were our dollars, which they are.

Mr. NEARY. Well, I believe we are, and we certainly should be,
it is very important to do that. In the selection of projects going for-
ward the cost analysis is performed in terms of renovation versus
new construction, construction versus leasing in an effort to make
sure that the appropriate project is selected to be funded.

Mr. ROE. Okay. Thank you, I yield back. Will we have a second
round?

Mr. JOHNSON. Yes, we will.

Mr. ROE. Thank you.

Mr. JOHNSON. Thank you for yielding. Mr. Barrow.

Mr. BARROW. Thank you, Mr. Chairman.

Mr. Haggstrom, you heard my questions to Ms. Finn in her ca-
pacity as Assistant Inspector General for Audits and Evaluations,
she doesn’t really get into the area and certainly wasn’t getting
into this morning the area of deciding what to build and when to
build it, and she was given sort of an appreciation of what she is
able to do.

You, though, as Executive Director of the Office of Acquisition,
Logistics, and Construction certainly are in a better position to
help me understand just how it is we decide what to build and
when to build.

You are quite right in response to Dr. Roe’s questions, eCMS is
just sort of like a super duper checklist for what to do when you
were building something or going to do something.

My question to you is, help shine a light on the process for decid-
ing when and where are they going to build something like commu-
nity based outpatient clinic? Tell me how that is done.

Mr. HAGGSTROM. I will certainly attempt to do that, sir.

When you look at the process, the process begins with the users
at the administration level, and in this case for the CBOCs or HCS,
the major medical centers. So based on the modeling that VHA
uses they look at the demographics, they look at the future popu-
lation and things like that in terms of determining what the needs
are of VHA to serve our veterans.

Mr. BARROW. At this point it is beginning to sound like you are
describing the management counterpart of a super duper checklist
like eCMS. My question is not how you do it, but who does it?

Mr. HAGGSTROM. As I said the, requirements generation is built
by the administrations, the user. As we spoke to the full Com-
mittee last week on the implement——
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Mr. BARROW. But different users don’t establish priority between
themselves, for example. I am here to tell you that the folks at the
Charlie Norwood VA in Augusta are all hell bent to get this thing
done. We were encouraged and told by the folks at the VISN, the
folks at the Georgia Department of Veteran Services and by the VA
to poll the constituent community, and we got input as to thou-
sands of families that would benefit from having this. We more
than met the criteria.

The question is, when do you decide what order you go in? We
got one that has come online that wasn’t even started in Georgia
until after we had already submitted our petition showing 5,000
people within a 30-mile area of Statesboro ready to participate in
this with all the benefits they get from this, and we find the one
in Hinesville, just down the road, is going forward. When we ask
about Statesboro we are getting a letter that is actually talking
about what is going on in Hinesville, telling us don’t worry.

It really bothers me that in urging action in what we have been
promised for many years that might be interpreted by somebody in
the VA as saying we are urging support for further progress in
Hinesville. I mean, I don’t even know if folks know what we are
talking about when reaching out to the VA to find out what the
status is.

So when it comes to issues of competing priorities, scheduling
things in, putting things in the pipeline to be developed who actu-
ally makes that decision? Is it done at the Secretary’s level?

Mr. HAGGSTROM. It is. It comes up through the governance proc-
ess in the Department, the Office of Management is responsible
from a planning and budgeting perspective to take all these re-
quirements and do an integration and a prioritization and then
make those recommendations to the Secretary in terms of what the
program would look like in that respective fiscal year.

Mr. BArRrROW. Well, we have that. We had actually made that
much progress, we have gone well beyond that, and we have been
told that the matter is actually been sitting on the Secretary’s desk
for quite some time now. What can we do to get something going?

Mr. HAGGSTROM. Congressman, I wish I could give you a better
answer. Once that decision is made I can assure you my office
takes action immediately. If you will, my offices are responsible for
the execution. And I don’t mean that to sound as an excuse.

Mr. BARROW. Again, I recognize I am coming to this from an-
other—but you are closer to it than I am.

Mr. HAGGSTROM. As soon as that decision is made, sir, we action
it immediately, and in the case of the CBOCs where they are nor-
mally a build lease facility, we will implement our leasing process,
which is a two-step process. Basically first finding the land, and
then second, finding a developer.

Mr. BARROW. We have actually gone so far in Statesboro as to
offer sites that have actually been inspected and evaluated for suit-
ability either for conversion, adapted for use as a CBOC, and other-
wise.

What role do your counterparts in State government, say the De-
partment of Veterans Service in Georgia play in either advocating
for or serving as a check off on the list of folks to consult? What
role do they play in advocating for some of us? Anything at all? Do
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you all listen to the folks in Atlanta, for example, at the Georgia
State Department of Veterans Service?

Mr. HAGGSTROM. I am not aware of any formal role that the Vet-
erans Health Administration may use in terms of reaching out to
various other government agencies. When you look at the major
medical centers and the operations within VHA, their relationship
with communities and community’s leaders is usually very good.
And so that would usually reside at that particularly operational
level to reach out to the community leaders, talk to them about the
needs of the community, perhaps discuss with them where an opti-
mum location may be, and even to say is there land that the com-
munity might be willing to donate for this particular effort.

Mr. BARROW. Thank you. Thank you, Mr. Chairman.

Mr. JOHNSON. Thank you very much. Hold on just a second, we
are getting a message from Natural Resources. Just to keep every-
body posted I will have to go vote at a markup at Natural Re-
sources in about 15 minutes, so we will recess at that point and
reconvene.

Go to Mr. McNerney, now. Thank you.

Mr. McNERNEY. Thank you, Mr. Chairman.

I had the opportunity to express my frustration at a hearing on
a different Subcommittee a couple weeks ago about how long it has
taken to do a project in my district, and it took about 2 years to
decide what county to put the project in, it took another year, and
it hasn’t been decided yet what location within the county to put
the project in.

Are we going to be continuing to experience that sort of longevity
and process decision-making in the organization or is there a way
to speed this thing up? I mean it is very frustrating, we have vet-
erans waiting for service and we have extremely high unemploy-
ment. It is a very frustrating situation.

Mr. HAGGSTROM. I understand your frustration, Congressman.

When we look at the planning function, which again begins with
the Veterans Health Administration for our CBOCs, they have a
very deliberate process in terms of looking at the veterans demo-
graphics, where those veterans are located, the proximity to other
major medical centers where we may have affiliate relationships,
what the scope of the requirement may be in terms of the size of
the facility. We look at various things like accessibility, the size of
the land, transportation issues, the surrounding activities that
would service that CBOC. All those things are taken into consider-
ation.

Mr. McNERNEY. Well, I mean these are all important consider-
ations, granted, but every year of delay adds five to 10 percent to
the cost of the project, so there has to be a way to speed up this
process. I don’t know if you have an answer to that, but I am just
telling you it is going to be something you are going to hear about
from me until I feel like there is progress made.

I do have a question regarding to the eCMS system. Now what
I am hearing is that there is a certain lack of oversight and that
causes a waste of money maybe through fraud, maybe through mis-
management, I don’t know, but I would like to get from you some
idea of how much money is actually not being spent effectively as
a percentage of total expenditures and how that might compare to
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a similar situation in a private corporation like Ford that might be
the same size.

Mr. HAGGSTROM. Congressman, I do not have that number, nor
do I have an idea on how we may do that.

I do wish to say though that I do not believe one, that eCMS
would preclude fraud. Fraud is perpetrated by our vendors or very
intentional acts of trying to deceive the government. The eCMS will
not prevent that.

I do believe when you look at the contracting actions as Ms. Finn
said, while all the documents may not be resident in eCMS that
we would like to have in there from a standpoint of be able to do
data mining, that does not mean that the Department is not get-
ting best value for the contracts that they do let, and that process
is a very deliberate one in terms of ensuring competition, ensuring
that the requirements generation adequately describes what our re-
quirements are, and then implementing that contract.

Mr. McNERNEY. So are we barking up the wrong tree here by
singling out eCMS in terms of waste of fraud and abuse?

I mean some of the questions I am hearing reflect my frustration
here with the testimony this morning, but I would like to have
some way to measure what is going on and identify bad players if
possible, including bad players within the VA. And are there statis-
tical measures, are there quantifiable measures that we can set
down and ask you to come back with us in a month and say well,
these are the bad managers, is that something that is possible?

Mr. HAGGSTROM. We do have a series of metrics in the acquisi-
tion community that we look at. One is the usage of eCMS and the
accuracy of the Federal procurement data system. So we are look-
ing at these performance measures in terms of how the systems are
being used.

Mr. MCNERNEY. And that is something that you can bring to this
community if we ask you too?

Mr. HAGGSTROM. We can.

Mr. McNERNEY. Okay, thank you.

Mr. ROE [presiding]. I guess we will now go into a second round
of questioning if that is all right with the panel.

In the world I lived in when we had a contract as a mayor we
had an idea we wanted to build a school and we would have an ar-
chitect, we would define the need in one do you need the school,
and we would get an architectural firm and we would bid that out,
we had a bidding process through local or whoever wanted to bid
on that. We would select the architect, the architect would then de-
sign the plan. We then let the contracts and you have an opening
of a single bid, you would have all the specifications and you would
do that, and then you would have a project manager that was inde-
pendent of the construction crew that was doing. And you would
hold money back and you would evaluate as you were going along.
That is how I have done a gazillion projects. If it is a road project,
a school, or even in my own practice a building like that, we did
a similar process of selecting an architectural firm and so forth.

Who is in charge of actually doing that? Let us say they are
going to build a CBOC in his district, heaven forbid maybe it will
some time happen in your lifetime, but if we are going to do that
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how is that process and how do you oversee that going along to be
sure that that money is just right? Who is responsible for that?

Mr. HAGGSTROM. Certainly. Mr. Roe, the process you described
that you used in the private sector is very much like the process
we use in the Federal sector with the exception of very rarely do
we use sealed bids anymore.

We are more in line in best value in terms of what the private
sector brings to us in terms of a proposal and the design of the ulti-
mate facility.

I would ask Mr. Neary, whose Office of Construction and Facili-
ties Management is responsible for the life cycle of the major con-
struction program to explain to you a very deliberate process that
we use from the inception to the commissioning of those facilities.

Mr. ROE. And the second thing, you can answer these at the
same time, the North American Industry Classification System
(NAICS) is a standard that you have in picking firms that are
qualified to do a job. Would you ever pick a firm that didn’t meet
those qualifications?

Mr. HAGGSTROM. If I understand you the North American Indus-
try Classification System does not qualify a firm to do the job. All
that standard represents is the category of services that that par-
ticular business offers. It has absolutely no bearing on whether
they are qualified to perform the job that we are asking them to
do.

Mr. ROE. How do you figure that? How do you decide whether
they are qualified?

Mr. HAGGSTROM. I would like to have Mr. Neary answer that as
part of the process we go through in terms of determining best
value for the ultimate awardee.

Mr. NEARY. Sure, thank you.

And Congressman Roe, achieving quality is an extremely impor-
tant part of our culture, and in each of the steps that you described
we have a number of mechanisms to bring quality.

When a decision is made to build a facility we will select an ar-
chitect. Some time ago back in the 1970’s the Congress fortunately
allowed Federal agencies to use a quality-based selection process,
it is called the Brooks Act, so we put out a notice and architectural
firms who believe they have the credentials to do the design come
forward, they are rated and ranked by a team of experts, and then
a short list of those who are competing are interviewed. They are
asked to describe the quality of their team, who will be on their
team, what their past experiences have been, the strength of their
firm, those sorts of things.

Once selected they are put to work and their work is monitored
by not only our own staff, but typically a peer review, another ar-
chitectural firm that we have selected to participate in reviews.
Their work is reviewed at each of the major milestones in the de-
si%ndprocess. A design is complete and approved then put out for
a bid.

As Mr. Haggstrom said, we utilize a best value selection process
where we judge the competitors on a combination of quality factors
and price, their experience, the strength of their team, the quality
of the individuals, et cetera, the strength of their subcontractors
that they plan to use.
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Mr. ROE. So you don’t use a sealed bid.

Mr. NEARY. We don’t use a sealed bid, no, sir.

Mr. ROE. Why not?

Mr. NEARY. It has generally been not only our experience but ex-
perience across the industry that if you take into consideration the
quality of the folks as well as the price you will get a better con-
tractor.

Mr. RoE. Well, the lowest price doesn’t always get ours either,
but I think it is a much—any way, that is the process you use. I
think it is much fairer that way, you get some of the hanky-panky
out of it potentially with a single bid.

Mr. NEARY. Okay. Well, as I say, of course we don’t do that pres-
ently.

A contractor is selected for a fixed price contract, they are re-
quired to utilize a critical path method tool to document all the
steps that are taken in executing a project. We monitor the critical
path:

Mr. ROE. Okay, I get it. It is sort of like except for the sealed
bid it is very similar. But if we are not getting the information in
there how do you know, how would I know that a process that it
is being done well?

And the other two questions I have for you all is if this is man-
dated to put this data in there why isn’t it being done?

And second, is there any penalty if you don’t do it? If we are 4
years into it and we are still not using it

Mr. NEARY. The eCMS system is utilized across the entire VA,
thousands of contacts. In my organization where we have high dol-
lar value contracts, but right now we are working on about 60 of
them, we are very good about using eCMS, we put our data into
eCMS. And so in the case of the major construction program it is
there.

Mr. ROE. So it is there in the major construction. So where isn’t
it there? What the OIG just told us it wasn’t there.

Mr. HAGGSTROM. Mr. Roe, the problems we encounter are within
the administrations principally in terms of the multiple contracting
officers that sit out there at the MISN or VISN network levels that
are across the VA to ensure the consistency of data accuracy and
just having them enter data.

And so that while within CFM it is rigorously used, unfortu-
nately it does not have that rigor across all of VA.

Mr. ROE. So why? And again, back to the no one has answered
it, if it is mandated why isn’t it being used? And number two, is
there a penalty? If you don’t do it, if you just blow it off and don’t
ever do it what penalty is there?

Mr. HAGGSTROM. As we said why. I think when you looked at the
initial operating capability of eCMS there were some technical
issues. We have addressed those with a technical refresh in terms
of accelerating the speed that the system responds to you. We have
increased the functionality in terms of making it easier through
drop downs and pick lists. So the issue goes back to the leadership.

Mr. ROE. It is supposed to be up in 2012 I think you said, and
I heard you say——
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Mr. HAGGSTROM. The refresh will be completed this summer and
the technical interface for the accounting system will be imple-
mented in the first quarter of fiscal year 2012.

Mr. ROE. Okay. I have no further questions.

Now, Mr. McNerney.

Mr. McNERNEY. Thank you, Mr. Roe.

So I asked this question of Ms. Finn and she wasn’t in the right
position to be answering that question.

Is there a system that is better than eCMS that we should be
using? I mean, Mr. Frye, you are the one that selected eCMS are
you not? Is there a better system? Are you working with eCMS to
make sure it is more user friendly and so on?

Mr. FrYE. I have worked with a number of contract writing sys-
tems. I spent 30 years in the Department of Defense, 20 of those
working with various contract writing systems. There are pros and
cons as already stated with each and every system.

I think eCMS is a very good system. I think when we started,
when we implemented eCMS, we didn’t turn on all the bells and
whistles. We are turning those on now and we are training our
workforce to use the system and I think it is a good system.

Going back to what Mr. Haggstrom and others have said, it re-
quires leadership. It requires mid- and senior-level managers to en-
sure their personnel are using the system, it requires senior execu-
tives like myself to provide high level oversight and make changes
where required in personnel if need be, in policies, and in training
to ensure we use the system.

Mr. HAGGSTROM. If I could, Mr. Congressman, and also, Mr. Roe,
you asked about penalties that are incurred. There are no formal
penalties, if you will, in terms of taking your contracting warrant
away from you or not allowing to use the system. Obviously that
would have unintended consequences that would just play out in
terms of not providing those services.

What we have done internally within OAL and what I am going
to bring forward to senior procurement counsel who is a govern-
ance process for contracting is in fact to have as part of the con-
tracting officer’s annual performance plan the use and complete use
of eCMS as mandated by policy, which then would be reviewed at
the conclusion of that performance period and would be taken into
that consideration in that employee’s overall rating.

Mr. McNERNEY. Well, that is something of a penalty, getting
fired is another kind of penalty.

From the OIG testimony, there were 1,500 procurement actions
in eCMS and 5,800 not in eCMS. I mean that is a fairly low compli-
ance rate. If that was happening in Ford Motor Company people
would be losing their jobs.

So all I can say is that you have to do better, and as long as this
Committee is holding these hearings, you are going to be hearing
these same questions, so I recommend that you do what is re-
quired.

Mr. ROE. Thank you. One final question and then we will wrap
this up. And I don’t know what this was even, but is there a third-
party system called PARAGON? What is that?
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Mr. HAGGSTROM. If I could, Mr. Roe. PARAGON is a system that
is used by Mr. Neary’s office and he can comment on the capabili-
ties of that.

Mr. NEARY. PARAGON is a software system that we utilize pres-
ently to track activities with the contractor in terms of request for
information, change order proposals, a variety of the kinds of
things that could go on at a construction site. So a data manage-
ment system that we use. That contract will be running out and
we are in the midst of getting a new procurement either reselect
or acquire a replacement.

Mr. ROE. What is the difference between that and the other sys-
tem that we are using? Are they parallel systems or why do you
run two in.

Mr. NEARY. They are two completely different systems. The PAR-
AGON system tracks entirely different data needed to manage the
job at the construction site.

Mr. ROE. So it is a completely different system.

Mr. NEARY. Yes.

Mr. ROE. One other thing. I want to get back into contracting a
little bit.

Would you all go into a little bit on bundling and contract split-
ting and how you follow that?

Mr. HAGGSTROM. Certainly. If I could ask for Mr. Frye to com-
ment on that. We take bundling very seriously as we do contract
splitting. We put in place the policy and processes to preclude that,
and Mr. Frye can comment on that.

Mr. FRYE. Yes, bundling reviews are required at a threshold of
$2 million. However, VA implemented a policy whereby our small
business office do reviews at the $1 million threshold. So we are
absolutely dedicated to ensuring contract bundling does not occur.

Our small business office is also required to sign off on VA Form
2268, which has them concur or non-concur with our procurement
strategies. So we present to them our procurement actions and
they approve by their signature the direction we are going. And if
they disagree with it then we talk and resolve the differences.

So we get our small business office involved up front and early,
we hold integrated product teams (IPT) to develop our require-
ments, and the voting member, a voting member on that IPT is the
small business offices.

So they have ample say I believe, and I think if they were here
today they would say as well, in the process to discourage and to
avoid contract bundling.

Mr. ROE. Now, Mr. McNerney, he was here last year. When the
two of us were here last year we heard some testimony about some-
one would get a contract and then wouldn’t have the capacity to
carry it out. They would sublet that contract out to someone else.
Are you able to follow that with eCMS or any of the oversight that
you have? And then we found out that some of that work is not
done properly. So the VA has not only issued a contract to some-
body that couldn’t do it, they then subbed it to somebody who
couldn’t do it.

Mr. FRYE. Mr. Roe, this is an issue across the government. In
VA, the way we are addressing this is we have hired a supplier to
come in and do an independent verification and validation for us.
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This contract will be put in place this month. We intend to have
this supplier out in the field doing a continuous survey of contracts
and subcontracts to make sure we don’t have this situation as you
just described.

In other words when a veteran who owns a small business is
awarded a contract they are required to do 50 percent of the work
of that contract with the veteran business. It would make little
sense for them to hand it off to a large business for instance to do
the work.

So we want to make sure that we keep our small businesses
where they are at, and we are also going to be looking at large
businesses. So if we have large businesses who have come to us
and said we are going to put an aggressive subcontracting plan in
place and we are going to give let us say 15 percent of the work
for small business we are going to be looking at the large busi-
nesses too to validate that they have in fact made a reasonable ef-
fort to employ 15 percent of small businesses in that work.

Mr. ROE. Now, there is nothing wrong, I mean, the subcontract
people do it all the time in a construction project, I mean there is
nothing wrong with that. You get good quality work and you can
evaluate that work.

I guess this will go to Mr. Neary. Back to Denver again, because
do we have anybody that oversees? Like we would have a project
manager, a separate third party from the contractor do to that who
we typically would do that in the city?

Mr. NEARY. Yes, absolutely. First we have a project manager who
oversees the entire project who works for my Office of Construction
Facilities Management, then at the job site when we are ready to
go into construction we have a team of people that we call resident
engineers who are at the job site, they are not employed by the con-
tractor, they are employed by the government, and they oversee the
work, do inspections identify issues if there are issues, respond to
requests for information from the contractor and that sort of thing.

Mr. ROE. Any further questions?

I want to thank all of you for being here today. It has been very
informative for me and I think for the Committee, and I appreciate
%our testimony, both the OIG and you all, and appreciate you being

ere.

I would like to have some follow up, and I think probably Mr.
McNerney would like to have some follow up at some reasonable
point in time. I realize it can’t happen over night, but to see if you
are able to implement this to all of the contracts. It has been 4
years, I think that is a long time.

Okay. Well, our Chairman would like to ask another question so
I am going to hold it open and not close the hearing until he gets
here. He would like to ask a couple more questions before we close
it out.

But I do want to thank you for being here and we will follow up.
I think it is very important that we follow up and find out where
you stand. Do you have any comments?

Mr. DONNELLY. No, no comments at this time.

Mr. ROE. We will just recess until the Chairman returns.

Mr. HAGGSTROM. Thank you, Congressman.

[Recess.]
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Mr. JOHNSON. [Presiding.] This hearing will come to order, and
I thank the panel for indulging me. I apologize for having to step
out and I thank the Committee, although it looks like a Committee
of one now, but I thank my colleagues for indulging as well.

Mr. Haggstrom, I have a few more questions that I would like
to get into.

You mentioned earlier, one of you did, I think it was in your tes-
timony that you have a robust helpdesk system associated with
eCMS. I am very familiar with helpdesk systems and their capa-
bilities. Could you provide to this Committee a report of the trouble
tickets and the resolution thereof of those trouble calls since eCMS
went live?

Mr. HAGGSTROM. Certainty, Mr. Chairman, we will be happy to
provide that information.

[The VA subsequently provided the information, which appears
on p. 42.]

Mr. JOHNSON. I would like to see that, and we will anxiously
await that.

I want to talk a little bit more, I know you got into a little bit
before I left, for my benefit tell me what PARAGON is.

Mr. HAGGSTROM. Certainly, Mr. Chairman. If I could ask Mr.
Neary to explain that, it is part of the program management sys-
tem that they use in construction.

Mr. JOHNSON. Okay.

Mr. NEARY. Certainly, Mr. Chairman. PARAGON is a software
tool that we currently use to manage data of activities that take
place primarily at the individual construction sites recording re-
quests for information from contractors, change order documenta-
tion, that sort of thing.

And so it enables us to track what is in the house, if you will,
and actions that are being taken, establish deadlines, suspense
dates for accomplishments, and then we can look across the system
at that data to look for trends and any other information that
would be useful in guiding us in moving the program forward.

Mr. JOHNSON. Okay. If I look at a side-by-side comparison of the
capabilities that have been advertised for eCMS, eCMS by your tes-
timony is a contract management system. It includes tracking
project administration, contracting or contract management, estab-
lishing and enforcing standard acquisition practices and depart-
ment-wide policies.

If T look at PARAGON it says it is for project—track project ad-
ministration, contracting, and maintaining payment records. When
did the VA start using PARAGON?

Mr. NEARY. I would have to check, but I would suspect it was
7 or 8 years ago.

Mr. JoHNSON. So PARAGON was in place when eCMS was
brought on board?

Mr. NEARY. Yes, sir, I believe it was.

Mr. JOHNSON. If the VA already had a contract management sys-
tem that would track the progress of construction projects then
why was eCMS pursued and why did the taxpayers spend $20 mil-
lion on it?

Mr. HaggsTrROM. Well, I think if you look at the two systems—
they are very different, Congressman.
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One is very focused on construction, management of a critical
path method, management of what takes place throughout the life
cycle of a brick and mortar facility.

The eCMS it was built to not only take care of that in a general
contract sense, but there are also commodities and service con-
tracts that we put in place, that there was absolutely no system
other than the back of the pad, if you will, to keep track of that.

What this system did, is then take into account all the rest of
the contracting actions that the Department had to work with.

Mr. JOoHNSON. Now we know that PARAGON is being used and
that the data that is being placed in PARAGON is being cross-ref-
erenced to eCMS. I am just sort of confused. Well, first of all, how
much did PARAGON cost?

Mr. NEARY. I would have to find that out and submit it for the
record, sir.

[The VA subsequently provided the information, which appears
on p. 47.]

Mr. JOHNSON. Okay. How much training goes into the use of
PARAGON?

Mr. NEARY. We provide training for all—it is used primarily by
our resident engineers at job sites, and so any new resident engi-
neer who comes into our organization we would provide them ini-
tial training, and then we provide periodic training, refresher train-
ing over time to everybody that is involved in the program.

Mr. JOHNSON. Does PARAGON fall under the same oversight
mandate that eCMS does? Has PARAGON been mandated as a re-
quired data system?

Mr. NEARY. Yes, it has.

Mr. JoHNSON. How much training goes into eCMS? Do you have
a formal training program for that?

Mr. HAGGSTROM. We do, Mr. Chairman. The VA Acquisition
Academy has a formal training system where our new contracting
officers attend a 4-day course on a scheduled curriculum. We also
provide field training in traveling teams if the administrations ask
for that. And the Committee has asked for those training materials
to be submitted for the record and we will do so.

[The VA subsequently provided the information, which appears
on p. 55.]

Mr‘} JOHNSON. Okay. When did the training program for eCMS
start?

Mr. HAGGSTROM. The training program for eCMS started at the
inception of eCMS being brought on in terms of being able to pro-
vide those end users, if you will, the skills necessary. So it began
back in the 2007 timeframe when we started to mandate eCMS as
the system for the contracting officers.

Mr. JOHNSON. Do you consider it an effective training program?

Mr. HAGGSTROM. I believe it has improved much. When you look
at our users in terms of the survey, you are going to see mixed re-
actions to it. Some say it was very effective, some say it was very
confusing, some say that they weren’t trained on certain modules.

We take those surveys and we bring them back and we ensure
that we close those gaps in our training and we provide new train-
ing. That survey, I believe, was now done in 2008 or so, so it is
a little long in the tooth, if you will, I think in terms of gauging
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the reaction from the users in terms of the quality of the training
we are providing.

Mr. JOHNSON. Okay. How do you account for the fact that data
is being entered into eCMS not at the beginning of a contract, but
later? Sort of as a second thought.

Mr. HAGGSTROM. I think that goes back to some of the issues
that the contracting officers have brought forth in terms of the
functionality of the system, the response time, but I would ask Mr.
Frye, if I could, to continue to comment the work.

Mr. FRYE. Mr. Johnson, there is a very simple answer to this
one. For the most part, data is being entered subsequent to con-
tracts being let is from old legacy contracts. We have made an at-
tempt to put contracts that are still under way that were awarded
prior to the advent of our contract writing system into that system.

So I think by in large that is the data that is being entered after
the contracts are let.

Mr. JOHNSON. Mr. Frye, something doesn’t match here. Accord-
ing to the VA testimony prior to us and the information that we
have, 83 percent of the data that is supposed to be in eCMS is not
in there. Are you telling me that only 17 percent of the data is new
contracts and that 83 percent is old data? Because something is not
jiving with what you are saying now.

Mr. FRYE. No, what I am telling you is when the contracting offi-
cers—and again, I wasn’t out to look at the contracts—but from
what I gather the contracting officers have entered some of the
data, but not all of the data.

In other words, they took a paper file and transported the paper
into electrons, into the contract writing system so this would be-
come part of your data base. The contract was never developed
using the contract writing system because the contract writing sys-
tem wasn’t in place in 2005 or 2006.

Now most of our contracts are put in place with a 1-year base
and four 1-year options. So if it was a contract that was put in
place some years ago it wouldn’t have been put into the contract
writing system.

Mr. JOHNSON. So it is your assertion then that 100 percent of
current construction contracts are being entered into eCMS at the
beginning of the project?

Mr. FRYE. I can’t comment on construction progress, I would
yield to Mr. Neary since he runs the construction program.

Mr. NEARY. With respect to the VA’s major construction program,
what I am responsible for 99.9 percent, yes, are entered in at the
outset. We award all of our contracts utilizing the eCMS system.

Mr. JOHNSON. Interesting.

Changing gears just a bit. According to VA Acquisition Regula-
tion 801.603-70, a resident engineer is not allowed to make a com-
mitment that will affect the price, quantity, quality, or delivery of
a contract. Is that correct?

Mr. NEARY. Well, an individual who has to be a warranted con-
tracting officer to make those types of commitments

Mr. JOHNSON. But a resident engineer is not a contracting offi-
cer, doesn’t hold a warrant, correct?

Mr. NEARY. At each of our sites, the senior resident engineer
would hold a warrant, limited I believe it is to $100,000.
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Mr. JOHNSON. Okay. Likewise, a contracting officer acting within
his or her warranted contracting authority must authorize any
change to a contract. Is that correct?

Mr. NEARY. That is correct.

Mr. JOHNSON. And you are telling me that resident engineers—
you have resident engineers that are both contracting officers and
resident engineers?

Mr. NEARY. That is correct. Limited authority primarily intended
to address events that arise, situations that arise at the job site
where the contractor needs to be given direction. You might have
plumbing lines that conflict, something that wasn’t picked up on
the drawing, those sorts of things.

Mr. JOHNSON. To your knowledge do you have resident engineers
then that are not contracting officers that are making decisions re-
garding the price, quantity, quality, or delivery of a contract?

Mr. NEARY. I am not aware of any situation where a non-war-
ranted resident engineer is making those decisions. That should
not be happening, no.

Mr. JOHNSON. Okay. Well, seeing as no other Committee Mem-
bers apparently have any questions I would again thank you gen-
tlemen for being here today. Let me get back here. And I thank you
for your time and your testimony and you are now excused.

I ask unanimous consent of all present that all members have 5
legislative days to revise and extend their remarks and exclude ex-
traneous materials, and without objection, it is so ordered.

I want to thank all of the Members of the Committee and wit-
nesses for their participation today in this hearing, and the hearing
is now adjourned.

Mr. HAGGSTROM. Thank you, Mr. Chairman.

[Whereupon, at 12:05 p.m., the Subcommittee was adjourned.]



APPENDIX

Prepared Statement of Hon. Bill Johnson, Chairman,
Subcommittee on Oversight and Investigations

Good morning. This hearing will come to order.

I want to welcome everyone to today’s hearing on “Inspect What You Expect: Con-
struction Contracting Practices at VA.”

I would also like to apologize in advance that I may have to leave early for a
mark-up at the Natural Resources Committee taking place this morning. I know
that some other Members of this Subcommittee may also be affected by the mark-
up, and we will get through the hearing as best we can or recess if necessary.

In a department the size of VA, the contracting process involves billions of dollars
annually. These funds are necessary to ensure those who so bravely served this
country are provided the care and benefits they have earned.

However, problems arise when the contracting process is mismanaged, and poorly
executed contracting on the scale of billions of dollars—such as what we see at VA—
can mean billions of dollars wasted, taxpayer dollars that were supposed to help the
veteran.

A contracting process done correctly can actually help an organization save money
in the long run. Good contracting on a construction project entails having an inde-
pendent cost analysis of all available options, eliminating preferential treatment,
and executing a timely process that results in a product delivered in a timely fash-
ion at the correct cost.

VA has acknowledged it could improve the quality of its contracting process
through use of the Electronic Contract Management System, or “eCMS.” In June of
2007, an Information Letter was issued by VA’s Executive Director of the Office of
Acquisition and Logistics mandating the use of eCMS. This database would record
and track procurement actions of over $25,000, and the data could then be easily
and comprehensively reviewed to determine the effectiveness of VA’s contracting
processes and make changes where necessary. Cost overruns could be identified and
addressed early on, and perhaps even prevented in the first place.

This sensible approach to overseeing the contracting process could prevent wasted
funding, potential fraud, and reduce overall contract mismanagement. For some rea-
son, despite its mandated usage, many supervisors and managers across VA chose
to ignore eCMS, instead allowing the contracting system and runaway associated
costs to continue as before.

VA’s Office of Inspector General found clear cases of missing and incomplete infor-
mation, and in one test discovered that 83 percent of the transactions that should
have gone into eCMS were left out. Examples such as this dilute the value of eCMS
as an accountability measure, and in the end veterans and taxpayers bear the loss.
While VA acknowledged the OIG’s findings and concurred with recommendations for
improvement, it is my wish to see concrete evidence of that improvement.

Reports of other clear cases of contract mismanagement are equally disturbing,
including bundling contracts as well as splitting contracts, as substantiated by the
Deputy Assistant Secretary for Acquisition and Logistics nearly a year ago.

As these contracts are mishandled, needed construction is slowed considerably
and the needed services that a new medical facility would provide are further de-
layed. Again, those who are hurt most by this are the veterans.

If we are to get this right, there must be decisive leadership in contracting and
accountability for actions at all levels. If eCMS was mandated by VA’s leadership
to be used, why then is it obviously not being used? If contracts on a construction
project are intended for veteran-owned small businesses, why would a large busi-
ness be competing for them? If plans are put in place for an expanded outpatient
clinic, why then would the size and scope of that project change, not once, but twice?

It is past time for these billions of construction contracting dollars to be used ef-
fectively, efficiently, and in a timely fashion so the veterans who need the services
provided by these facilities can access them.

(33)
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I appreciate everyone’s attendance at this hearing and I now yield the Ranking
Member for an opening statement.

———

Prepared Statement of Hon. Joe Donnelly, Ranking Democratic
Member, Subcommittee on Oversight and Investigations

I would like to welcome everyone today, as we have the opportunity to conduct
the Subcommittee on Oversight and Investigations (O&I) first hearing of the 112th
Congress. I am honored to serve as the Ranking Member and look forward to work-
ing with Chairman Johnson and other Members on both sides of the aisle. Prior to
today’s hearing we had the opportunity to meet and discuss the O&I agenda for the
upcoming year and from our discussions I know we have a full agenda, and one we
are both committed to working in a bipartisan manner as we seek to provide the
oversight our Nation’s veterans rightly deserve.

Today’s hearing is an example of our bipartisan work. The VA procurement efforts
and initiatives have been problematic and controversial at times. It is important
that we make certain the VA is doing their due diligence prior to awarding a con-
tract. There are many steps the VA must take in between initiating procurement
project proposals and post-awards. Today, we hope the VA will assure us that con-
struction projects are fully reviewed to ensure successful delivery and management.

It seems to me that there have been too many VA Office of Inspector General re-
ports indicating VA’s lack of contract details. Furthermore, unrealistic and unrea-
sonable acquisition plans have led to escalated contract costs and unmet contractor
milestones. One of my concerns is, how many times does my staff need to meet with
the VA only to find out that after millions of dollars have been spent on a contract
the contractor walks away with these funds after the VA cancels their contracts due
to unmet deliverables. This is an indication of poorly reviewed and administered
contracts.

Furthermore, since the 110th Congress the Committee has been providing over-
sight on contract bundling. I am familiar with these issues, having been a Member
of the Committee on Veterans Affairs since the 110th Congress and participated in
various hearings on this topic. Contract bundling by Contracting Officers should be
reviewed carefully as well. Whether it may be awarding contracts or set-aside initia-
tives for veteran owned small businesses, bundled contracts create opportunities for
fraud and mismanagement. I will be particularly interested in the implementation
of the VA’s Electronic Contract Management System (eCMS).

————

Prepared Statement of Hon. John Barrow

Thank you Chairman Johnson and Ranking Member Donnelly for holding this
hearing. In order to fulfill our promises to veterans we need a productive and effi-
cient Community Based Outreach Clinic construction planning process at VA.

In order to build the infrastructure our veterans need for the health care and
services we promised them VA needs to fix their broken construction process. Fixing
the contract practices at VA is a good place to begin fixing the construction process.
If done correctly, this will increase transparency and get VA’s construction process
on the right track. Increasing transparency is particularly important to me and vet-
erans in my district.

For 2 years my office and my constituents have sought information regarding the
status of construction for a CBOC to be built in Statesboro. The Statesboro area al-
ready has a large population of underserved veterans that VA predicts will increase
by 5 percent in each of the next 3 years. Currently, this growing population of Vet-
erans is forced to drive over an hour, either to Dublin or Savannah, to receive the
primary care and mental health treatment they need.

Over this 2 year period my office and veterans from Statesboro have contacted
the VISN in Atlanta and the Department of Veterans Affairs in DC. But we have
only received conflicting and incomplete information from VA about where this
project is in the approval process.

I thank the panelists for coming to testify before this Committee today. Hopefully,
by examining the business practices of VA we can learn about specific deficiencies
in VA’s construction planning system. I want to identify pragmatic solutions to
make the VA construction planning process more efficient and transparent, so that
clear cut cases like the Statesboro CBOC can gain swift approval and serve our Vet-

erans faster.
——
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Prepared Statement of Belinda J. Finn, Assistant Inspector
General for Audits and Evaluations, Office of Inspector General,
U.S. Department of Veterans Affairs

EXECUTIVE SUMMARY

Procurement continues to be one of VA’s major management challenges. Since
2003, the Office of Inspector General (OIG) has reported that VA still has much
work to do to leverage its purchasing power for acquiring goods and services. We
have consistently reported on the need for increased management visibility and
transparency to manage acquisitions nationwide, make good procurement decisions,
and to address the reliability and completeness of the information VA relies upon
to make acquisition decisions.

VA has mandated the use of the Electronic Contract Management System (eCMS).
The eCMS system can reduce costs, integrate and standardize procurement proc-
esses, reduce workload, and improve communications. Additionally, the system pro-
vides the functionality to create management reports and improve the capability of
consolidating requirements to support strategic sourcing and acquisition decisions.
Unfortunately, we continue to see low levels of compliance associated with VA Con-
tracting staff using this system and when the system is used, the information in
the system is incomplete. VA cannot rely on the information in eCMS to determine
the total number of procurements accurately or the total estimated value of these
procurements when information in the system is incomplete. Reports generated
through eCMS are incomplete and cannot be relied upon when making management
decisions. Until VA enforces compliance for the mandatory use of eCMS, VA cannot
benefit from the full capabilities of the system.

Ongoing audit work at the VA’s National Acquisition Center (NAC), VA’s largest
contracting activity and a major organizational component reporting directly to the
Office of Acquisition, Logistics, and Construction (OALC) continues to identify prob-
lems in the use of eCMS to develop and maintain national contracts. Without senior
leadership’s attention focused on ensuring eCMS usage and capturing VA procure-
ment information in a reliable central database, VA will not achieve the improve-
ment needed in acquisition service delivery from an enterprise-wide perspective.

A follow-up audit on VA’s construction program found that VA had established a
Quality Assurance (QA) program and procedures to resolve previously reported
problems. We reported that the QA program needed written policies, procedures,
performance measures, and a staffing plan to ensure it met its responsibilities. Ad-
ditionally, the QA program could not oversee contract schedule slippage because it
was focused on performing field acquisition reviews. The OALC Executive Director
agreed with our findings and planned to implement corrective actions.

Other OIG components have performed work related to VA construction contracts
including our Office of Contract Review which recently began conducting pre-award
reviews of claims related to construction contracts. Our Office of Investigations an-
nually briefs 14,000 VA employees on fraud indicators, and has assigned a criminal
investigator liaison to each VA facility with construction contracts valued at $10
million or more.

Mr. Chairman and Members of the Subcommittee, thank you for this opportunity
to testify on the findings of the Office of Inspector General (OIG) related to the De-
partment of Veterans Affairs (VA) procurement processes. I am accompanied today
by Cherie Palmer, Director, Chicago Office of Audits and Evaluations.

Background

Procurement continues to be one of VA’s major management challenges. Our over-
sight of VA’s procurement activities including information systems and the Con-
struction Program is performed through audits and reviews. Since 2003, we have
reported that VA still has much work to do to leverage its purchasing power acquir-
ing goods and services. We have consistently reported on the need for increased
management visibility and transparency to manage acquisitions nationwide, make
good procurement decisions, and to address the reliability and completeness of the
information VA relies upon to make acquisition decisions.

VA has one of the largest procurement programs in the Federal Government with
annual expenditures of more than $10.3 billion for supplies and services, including
construction. Drugs, medical supplies and equipment, automated data processing
equipment and services, and other critical patient care items must be procured and
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distributed to VA’s health care facilities that comprise the largest health care deliv-
ery system in the country. The Office of Acquisition and Logistics (OAL) is respon-
sible to the VA Secretary for providing goods and services to support the mission
of VA through the Executive Director, Office of Acquisition, Logistics, and Construc-
tion (OALC).

The OALC Executive Director implemented VA’s Electronic Contract Management
System (eCMS) as the single mechanism for generating and managing procurement
actions. OALC issued Information Letter 049-07-06, dated June 15, 2007, imple-
menting and mandating the use of eCMS. The eCMS provides a centralized data-
base for procurement actions and replaces a primarily manual and paper-based con-
tract management operation used throughout VA. Using a web-based platform, it
was designed to provide a fully integrated electronic acquisition platform that in-
cludes the seamless flow of information and data from all stakeholders and systems
from initial requisitioning through closeout. The benefits of the system included the
ability to reduce costs, integrate and standardize procurement processes, reduce
workload, and improve communications. Additionally, the system provides the
functionality to create management reports and improve the capability of consoli-
dating requirements to support strategic sourcing and acquisition decisions. Unfor-
tunately, we continue to see low levels of compliance associated with contracting
staff using this mandated system and when the system is used, the information in
the system is often incomplete.

OIG Audit Results on eCMS

In July 2009, we issued Audit of VA Electronic Contract Management System (Re-
port Number 08-00921-181, published July 30, 2009). Specifically, we examined
whether information in eCMS enables VA to use the system as a comprehensive
management tool to improve its procurement processes and information. We found
that eCMS was not used effectively and procurement information in eCMS was in-
complete. Management did not ensure the required use of eCMS and there was no
oversight program to monitor staff compliance with Information Letter (IL) 049-07-
06. We reported that VA cannot achieve the expected benefit of eCMS, including the
ability to integrate and standardize procurement processes, reduce workload, and
improve communication without complete information. VA cannot rely on eCMS to
determine the total number of procurements accurately or the total estimated value
of these procurements when information in the system is incomplete.

During our audit, we compared just over 6,700 procurement actions valued at
about $1.7 billion in VA’s Integrated Funds Distribution, Control Point Activity, Ac-
counting and Procurement (IFCAP) system to information in eCMS. We found that
just over 1,150 (17 percent) of the procurement actions (valued at about $319 mil-
lion) were recorded in eCMS, while the remaining, nearly 5,600 (83 percent) of ac-
tions (valued at about $1.4 billion) were not.

We also compared 1,450 awarded procurement actions from the General Services
Administration Federal Procurement Data System-Next Generation (FPDS-NG) and
found just over 700 (49 percent), valued at about $1.4 billion, were recorded in
eCMS and nearly 300 (21 percent) of 1,450 procurement actions, valued at about
$91 million, were only partially completed in eCMS. Information on nearly 450 (30
percent) of 1,450 procurement actions (valued at about $234.7 million) were not re-
corded in eCMS. Therefore, we concluded that the reports generated by eCMS were
unreliable and could not be used when making management decisions.

To better understand why VA contracting staff were not effectively leveraging the
use of eCMS, we conducted a survey of eCMS users. Responses to our survey indi-
cated staff needed additional training to fully understand and comprehensively use
the capability of eCMS. Twenty-two percent of the respondents considered the qual-
ity of training provided inadequate. Also, management and staff told us the system
is cumbersome and takes too much time to process procurement actions.

We also found the Information Letter provided unclear guidance pertaining to the
types of procurements that are required to be recorded in eCMS and does not ensure
consistency and compliance across all VA business lines that could potentially be
misinterpreted. Finally, we reported that award data for contracts in eCMS does not
electronically transfer to IFCAP resulting in a duplication of input effort for pro-
curement staff. We recommended integrating eCMS with IFCAP to provide VA with
improved acquisition efficiency and reporting. In total, we made eight recommenda-
tions of which three remain unimplemented (or “open”) today; these open rec-
ommendations include implementing a VA-wide eCMS policy; establishing a plan to
evaluate the technical performance of eCMS; and integrating eCMS with IFCAP.

In subsequent audit work and as VA focused on deploying funds for the American
Recovery and Reinvestment Act of 2009 (ARRA), we focused on how well VA mon-
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itored the process for awarding ARRA non-recurring maintenance contract awards.
To accomplish this work, auditors attempted to review related procurement informa-
tion in eCMS. On February 18, 2009, OMB issued Memorandum M-09-10, the ini-
tial Government-wide guidance for Recovery Act programs and activities. On March
17, 2009, OALC issued ILO01AL—-09-07, “Implementing Guidance for Contracting
Awards under American Recovery and Reinvestment Act of 2009”, which states that
“without exception all Recovery Act contracts regardless of dollar value, must be
generated in eCMS”.

On March 15, 2010, we published the American Recovery and Reinvestment Act
Oversight Advisory Report—Non-Recurring Maintenance Contract Award Monitoring
Processes (Report Number 09-01814-97). We found eCMS data reliability and sys-
tem problems were continuing to inhibit OALC’s ability to effectively monitor Recov-
ery Act procurements and to ensure non-recurring maintenance contract awards
met Recovery Act requirements and accountability, efficiency, and transparency ob-
jectives. Our audit showed that OALC needed to work with Veteran Health Admin-
istration (VHA) contracting officers to promote uniformity in the usage of eCMS, im-
prove the completeness and accuracy of eCMS data, and increase awareness of
eCMS system problems that affect the reliability of eCMS information.

During work on our national Audit of Oversight of Patient Transportation Con-
tracts (Report Number 09-01958-155 published, May 17, 2010), we found that VHA
missed opportunities to solicit new competitive contracts and make contract awards.
While performing audit work we experienced significant challenges in obtaining a
complete universe of contracts due to the incomplete data in eCMS. Because VA
lacked a system-wide inventory of contracts, we developed a technique to use the
FPDS-NG system information to identify patient transportation contracts by using
the product service code. We reported that Veterans Integrated Service Network
contract managers did not provide the oversight to ensure that new solicitations
were timely to avoid granting extensions in order to prevent a lapse of service. Fur-
ther, contracts were extended that circumvented the Federal Acquisition Regulation
(FAR) instead of ensuring full and open competition. These conditions clearly inhibit
VA from obtaining the best price and or value for the goods and services being ac-
quired. According to the Director of VA’s eCMS Project, the milestone function capa-
bilities in eCMS should be used to monitor and plan for contracts that are due to
expire. Utilizing this function will help ensure timely follow-up on procurement ac-
tions. VA officials recognized that it is important to establish milestones within
eCMS to provide increased management visibility and oversight, but information
supporting some contracting actions was missing.

In a review of the National Cemetery Administration (NCA) we assessed how well
NCA implemented effective policies and procedures to ensure accountability and
transparency for $50 million in ARRA funds. We published Review of the Manage-
ment of Recovery Act Funds for Monument and Memorial Repairs (Report Number
09-01814-263), on September 30, 2010. We again found and reported that NCA did
not ensure complete procurement information on ARRA-funded projects was re-
corded in eCMS.

Our results showed non-compliance with the requirement that all contracts, re-
gardless of dollar value, must be recorded in eCMS. As a result, we concluded VA
lacks effective management and oversight controls needed to monitor national con-
tract awards. For this project, we reviewed 36 of the 56 ARRA projects (obligated
as of July 10, 2009) and identified 34 equipment and national shrine repair projects
valued at $2.5 million that did not have the required procurement information, such
as acquisition plans, contracts, purchases orders, price quotes, and price analysis re-
corded in eCMS.

We are currently conducting an audit at VA’s National Acquisition Center
(NAC)—VA’s largest contracting activity and a major organizational component re-
porting directly to OALC. Again, we have concerns that eCMS is not fully utilized
to develop and maintain national contracts and related files at the NAC. Although
OALC mandated eCMS usage, it did not adequately ensure the required use of
eCMS by providing the oversight needed to monitor eCMS compliance at the NAC.
We are reviewing 30 national contracts with a total estimated value of $2.4 billion.
Our preliminary results show that contract information was not in eCMS for a num-
ber of contracts. These contracts included acquisitions for high cost technical med-
ical equipment, such as magnetic resonance imaging, radiation therapy, diagnostic
ultrasound, and nuclear imaging. Further, while our preliminary review of hard
copy contract files shows that contract development and award actions were gen-
erally in accordance with Federal and VA Acquisition Regulations, but documenta-
tion was missing in eCMS. For example, eCMS information did not include the so-
licitations, price negotiation memorandums, and awarded signed contracts for all
national contracts.
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We also learned that the NAC utilizes its own Contract Management (CM) system
and requires NAC contracting officers to enter and maintain data into this system
in addition to eCMS. This is because the other Government agencies that purchase
from the NAC’s national contracts cannot access the contract information available
in eCMS. The CM system also provides an Internet electronic catalog function that
allows non-VA customers to access NAC contract data. According to the NAC Execu-
tive Director, neither the CM system nor eCMS offers a complete acquisition solu-
tion; therefore, both systems are needed.

Reports generated from eCMS, such as the Procurement Action Lead Time, cannot
be relied upon when making procurement decisions because the information in
eCMS is either missing or incomplete. In addition, reliance upon two incompatible
systems creates a duplication of effort resulting in an inefficient use of time and re-
sources. OALC is developing an upgrade to eCMS that includes integrating the func-
tions available in the CM system into eCMS and making the eCMS contract data
available to its non-VA customers. The upgrade has been delayed from its initial
September 2010 completion date until August 2011. OALC provided limited over-
sight to monitor eCMS compliance and ensure eCMS system capabilities adequately
support NAC operations. Without senior leadership’s attention focused on ensuring
eCMS usage and capturing VA procurement information in a reliable central data-
base, VA will not achieve the improvement needed in acquisition service from an
enterprise-wide perspective.

We have reported significant lapses in VA contracting staff leveraging the use of
eCMS since 2009. VA’s own internal auditors have also reported on how information
is incomplete in the eCMS system. For example, the Acquisition Assessment of the
NAC published July 20, 2010, performed by contractors supporting VA’s Office of
Business Oversight in accordance with the Office of Management and Budget’s Cir-
cular A-123, found that NAC staff were not consistently using eCMS to document
contract actions as required. The NAC cannot achieve the expected benefits of eCMS
without complete documents and files related to each procurement action being en-
tered into the system.

In spite of numerous OIG reports citing deficiencies in the use of eCMS, VA still
needs to improve compliance and use of this mandatory system to better leverage
VA’s buying power. Since our reviews, VA has moved forward with the testing for
integration of eCMS and IFCAP to ensure that technical performance of eCMS im-
proves. VA has acknowledged that it cannot fully realize the benefits of eCMS with-
out ensuring that the tool performs to technical specifications, that staff receive the
necessary training, and that eCMS properly integrates with existing and planned
financial systems. However, in spite of this acknowledgement, several of our rec-
ommendations remain unimplemented and we continue to find a lack of compliance,
accountability, and transparency with eCMS in our audit work.

OIG Audits on VA’s Construction Program

In FY 2009, we performed a follow-up audit to determine whether VA imple-
mented the corrective action plans in response to recommendations made in our
Audit of Veterans Health Administration Major Construction Contract Award and
Administration Process (Report Number 02—02181-79, February 8, 2005). Our 2005
report included 12 recommendations that addressed needed improvements in con-
tract award, administration, and project management. At that time, the Under Sec-
retary for Health concurred with the 2005 report recommendations and provided
corrective action plans.

We reported that VA had strengthened management control and oversight of the
major construction contracting process with the implementation of 10 of the 12 rec-
ommendations from the OIG’s 2005 report. Specifically, we found that VA had ad-
dressed 10 of the 12 recommendations through the establishment of a Quality As-
surance (QA) program and procedures to resolve significant differences between bid
prices and Architecture and Engineering (A/E) estimates.

VA established the QA Service to oversee VA’s major construction contracts and
ensure the contracts complied with Federal and VA acquisition regulations and VA
policies and procedures. However, we reported that VA had no assurance that the
QA Service is effectively monitoring major construction contracts because it had no
written policies, procedures, and performance measures. Further, the QA Service
did not have a staffing plan to ensure it met all of its QA program responsibilities.t

1At the time OIG issued its 2005 report, VHA’s Office of Facilities Management (FM) was
responsible for managing all major construction projects. In February 2007, FM was reorganized
and realigned to the Office of the Secretary as the new Office of Construction and Facilities
Management (CFM) under the direction of the Deputy Secretary. In October 2008, VA estab-
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VA did not however, fully implement the 2005 report recommendations to imple-
ment more effective project management oversight to manage and reduce contract
schedule slippage from a national perspective. In response to the 2005 report rec-
ommendation, VHA advised that the new QA Service oversight function would re-
view the existing process for assessing contract slippage and the method by which
feedback is provided to the field. However, we found that QA had not performed
these assessments or provided oversight of contract schedule slippage because its ef-
forts were focused on performing field acquisition reviews of construction contracts.
This lack of oversight could result in significant contract slippage and increased con-
struction costs. In addition, VA did not fully implement the 2005 report rec-
ommendation to establish an effective program to ensure the timely close out of
major construction contracts and identify unused funds that could be returned to
the construction reserve account.

In our follow-up report, we offered recommendations to the Executive Director for
OALC to implement an effective mechanism to monitor contract schedule slippage
and minimize construction contract delays and to establish an effective mechanism
to ensure the timely close out of major construction contracts. We also recommended
the Executive Director develop written QA policies and procedures, program per-
formance measures addressing all QA Service areas of responsibilities, and a formal
staffing plan to ensure all QA Service responsibilities are met. The Executive Direc-
tor for OALC agreed with our findings and recommendations and provided plans to
implement acceptable corrective actions. We will continue to assess the effectiveness
of VA’s construction program in future work.

Other OIG Work Related to VA Construction Contracts

Office of Contract Review—In FY 2011, our Office of Contract Review began con-
ducting pre-award reviews of claims related to construction contracts. We do not yet
have sufficient data upon which to base an opinion on the significance of perform-
ance issues impacting VA construction activities from a national perspective. Once
we have completed a sufficient number of reviews, we will offer the Subcommittee
a briefing on our findings and conclusions.

Crime Awareness Briefings—In order to help deter crime, OIG criminal investiga-
tors provide approximately 200 crime awareness briefings each fiscal year to about
14,000 employees at VA facilities nationwide. These briefings are intended to ensure
the attendees are aware of the many types of fraud and criminal activity that can
victimize VA, VA employees, and veterans. These briefings have resulted in addi-
tional referrals of alleged criminal activity and have enhanced our partnership with
VA Police in helping provide a safe and secure environment for veteran patients and
employees.

Criminal Investigator Liaisons—Criminal investigators are assigned to VA facili-
ties with contracts having a value of $10 million or more, to serve in a liaison capac-
ity sharing information with contracting officers, contracting officer’s technical rep-
resentatives, program managers, and prime and sub-contractor staff to deter, detect,
and investigate potential construction fraud.

VA Acquisition Academy—In concert with the Department of Justice Antitrust Di-
vision, the Counselor to the Inspector General and OIG investigators provide in-
struction to VA contracting officers and interns at the VA Acquisition Academy in
Frederick, MD. The training covers the OIG’s role, criminal conduct relating to pro-
curement, audit issues relating to procurement, and how to avoid or prevail in dis-
putes.

Procurement Fraud Task Forces—The OIG regularly participates in regional and
national procurement fraud meetings and conferences to learn of effective programs
and strategies to address procurement fraud Government-wide. In anticipation of
fraud in connection with Recovery Act projects, we arranged for the Department of
Justice’s Antitrust Division to provide to VA’s Deputy Assistant Secretary for Acqui-
sition and Materiel Management and his staff.

Conclusion

While VA has recognized deficiencies in its acquisition processes and infrastruc-
ture, they have yet to exercise sufficient organizational discipline to ensure that its
primary management oversight tool provides the needed transparency to manage a
multi-billion dollar acquisition program. We believe VA should continue its efforts

lished the Office of Acquisition, Logistics, and Construction (OALC), which now includes CFM.
The new office is headed by the Executive Director reporting to the Deputy Secretary.
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to leverage the full capacity of eCMS and integrate it into existing and future finan-
cial systems.

Mr. Chairman, this concludes my statement. We would be pleased to answer any
questions that you or other Members of the Subcommittee may have on these
issues.

————

Prepared Statement of Glenn D. Haggstrom, Executive Director,
Office of Acquisition, Logistics, and Construction, U.S. Department
of Veterans Affairs

Chairman Johnson, Ranking Member Donnelly, and distinguished Members of the
Committee, thank you for the opportunity to appear before you today to discuss the
Department of Veterans Affairs (VA) acquisition, logistics, and facilities manage-
ment, operations. It is a privilege for me to represent the many dedicated and hard-
working professionals who provide mission-critical support everyday to ensure nec-
essary contracts, logistics support, and facilities are available for some of our Na-
tion’s most extraordinary citizens, Veterans. I am accompanied here today by Mr.
Jan Frye, VA’s Deputy Assistant Secretary for Acquisition and Logistics (OAL) and
the Department’s Senior Procurement Executive, Mr. Robert Neary, Acting Director
for Construction and Facilities Management (CFM) and Mr. Jim Sullivan, Director
Office of Asset Enterprise Management.

The Office of Acquisition, Logistics and Construction (OALC) was formed in Octo-
ber of 2008 to support the acquisition, logistics, and construction needs of the De-
partment of Veterans Affairs (VA). These organizations were brought together to
provide an enterprise approach to policy, process, and systems necessary to support
these similar functions resident in each of the VA administrations. The core respon-
sibilities and an integrated acquisition model were affirmed by the Secretary on
April 2010. Together, these structural and process changes will enable the Depart-
ment to serve our internal customers’ needs and ultimately our Veterans in a more
efficient manner.

OALC has six fundamental roles in the operation of the Department: achieve clear
ownership and accountability of the VA contracting mission; gain control over acqui-
sition and facilities management information; effectively manage the acquisition life
cycle for contracting and construction; develop critical human capital resources; en-
hance information management to support corporate decision-making; and finally,
improve service delivery.

With the focus of today’s hearing on VA’s electronic contract management system
and the major construction program, I'd like to inform the Committee on where we
stand with regard to completing the recommendations identified by the OIG in each
of the reports. Currently, OALC has two VAOIG reports with 4 recommendations
that remain open.

As part of OALC’s continuous improvement process, the findings and rec-
ommendations of all OIG and GAO reports are captured, analyzed, tracked, and
acted upon.

First, the “Audit of VA Electronic Contract Management (eCMS),” published in
July of 2009 identified eight recommendations, five of which the OIG has closed.
Significant progress has been made through management actions to complete sys-
tem user training with training teams available to the administrations upon their
request, putting in place oversight programs at the administration and head-
quarters level to review eCMS usage, and the ability to perform real property leas-
ing actions within the system is in use. Three recommendations remain open.

The recommendation to develop and implement a VA-wide eCMS policy and hand-
book to ensure consistent use and compliance with the system requirements is near-
ing completion. We completed developing and providing an integrated, role-based
matrix for using the individual eCMS User Guides in the December 2010 release
of the system. The remaining action to complete policy revision will be completed
by the end of this month. The second open recommendation deals with the technical
performance of the system. In response to this we completed phase one of our tech-
nical refresh in January 2010 with phase two scheduled to be completed in June
of this year. The refresh includes server replacement, software changes to increase
performance, and expanded data repository capacities. Finally, the remaining rec-
ommendation was to determine the feasibility of integrating eCMS with the Inte-
grated Funds Control Point Activity, Accounting and Procurement System to
streamline the procurement process. The integration software has been completed
and tested and is scheduled for production roll out the first quarter of fiscal year
2012.
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The “Audit of VA’s Major Construction Contract Award and Administration Proc-
ess,” identified four recommendations with one still remaining open. Successfully
closed were recommendations to establish effective mechanisms to monitor contract
slippage and ensure the timely close out of major construction projects, and develop
a staffing plan to ensure quality assurance responsibilities are met. In the remain-
ing open recommendation OALC is developing written quality assurance policies
and procedures, and program performance measures addressing all QA Service
areas of responsibilities. Phase one of this recommendation was completed in De-
cember of 2010 and phase II will be completed in June of this year at which time
we will recommend to the IG that the report be closed.

Also, in 2009 the Government Accountability Office issued a report on VA major
construction noting that VA generally met GAO best practices for a Federal major
construction program in 10 of 12 areas. From that report came two recommenda-
tions that VA fully supported and is in the process of implementing, first the use
of an integrated master schedule and second conducting a risk analysis based on
the project’s cost, schedule, and complexity. Both of these recommendations will be
completed this fiscal year at which time VA will have implemented all 12 of GAO’s
best practices.

As proud as we are of the many improvements in VA’s acquisition and facilities
management operations, we recognize the need for continuous improvement and will
work diligently to maintain the confidence of the American public and the Congress.

Mr. Chairman, we appreciate the opportunity to discuss VA’s acquisition, logistics,
and construction operations with you. My colleagues and I are available for your
questions.
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MATERIAL SUBMITTED FOR THE RECORD

U.S. Department of Veterans
Memorandum

Date: April 28, 2011

From: Executive Director, Office of Acquisition, Logistics, and Construction
(001ALC)

Subj: Due Outs from April 12 Testimony (VAIQ 7085980)
To: Director for Congressional Affairs (009)

1. In response to a request for deliverables from the April 12, 2011, testimony to
the House Committee on Veterans Affairs Subcommittee on Oversight and Inves-
tigations hearing entitled, “Inspect What You Expect: Construction Contracting
Practices at the Department of Veterans Affairs,” the Office of Acquisition, Logistics,
and Construction provides the following information.

a. Deliverable: Regarding the electronic Contract Management System (eCMS),
please provide Help Desk records that show the numbers of help tickets called in
and resolved as far back as possible. Categorize them as designated in the Enter-
prise Acquisition System (EAS), e.g., password resets, the various level of calls, and
response times.

Response: The EAS analyzes eCMS Service Desk tickets and generates itemized
and summarized reports through the Veterans Affairs Acquisition Help Desk tool
set. The reports include a high-level data summary entitle eCMS Service Desk Tick-
ets Summary Report and a detailed, record-level report eCMS Service Desk Tickets
Detailed Report (see attachment 1). For clarity, a Sub-Category Definitions is also
provided at attachment 1. [The detailed report will be retained in the Committee
files.]

Each record in the detailed report includes the following attributes: ticket num-
ber; date submitted; title; category; sub-category; priority; ; and status. The report
can be filtered by attributes for a more detailed analysis.

b. Deliverable: Please provide a list of training course materials VA uses for
eCMS training.

Response: The compact disc (CD) provided by the EAS Service includes eCMS
classroom training materials, online tutorials, and user guides typically delivered
during the EAS Service scheduled training sessions and through VA’s Acquisition
Resource Center online access. A copy of the CD and the list of the data contained
on the CD are at attachment 2. [The CD is being retained in the Committee files.]

c. Deliverable: Please provide the year of implementation of the Paragon System
and the initial cost. Provide the documented annual cost of the system starting in
fiscal year 2005.

Response: The Office of Construction and Facilities Management first began
using the Paragon System in 1998 at the cost of $290,000. The annual costs, com-
mencing in fiscal year (FY) 2005, are as follows:

FY 2005-$385,000

FY 2006-$308,000

FY 2007-$478,000 (50 additional licenses)

FY 2008-$308,000

FY 2009-$500,500

FY 2010-$855.000 (250 more licenses and enterprise version, Web hosting)
FY 2011-$600,000



43

Attachments(2)
Glenn D. Haggstrom
Attachment 1
eCMS Servicer Desk Ticket Summary Report
(Cumulative through 4/19/2011

Category Sub-Category T}‘colizi s
ARC Announcement Request 3
Community Request 44
Content Request 50
Online Registration 29
Performance 19
Technical Support 54
Contract Action Maintenance 1653
Module
Delete Action 490
Document Management 372
Enhancement Request 76
IAE 464
Performance 152
System Errors 314
User Maintenance 1111
Contracting Award Action 140
Module
Funding Actions 4
Other Desktops 8
Planning Actions 15
Post Award—Contract Mods 1
Post Award—Delivery/Task Orders 4
Post Award—Order Mods 1
Procurement Actions 117
System Errors 18
User Maintenance 102
Views 4
eCMS Home- Other 36
page
User Maintenance 4




Category

Sub-Category

Total

Tickets

Views 3

Epic Document Server 4

IFCAP Retrieval 245

Performance 3

Planning Module 45

Solicitation Evaluation 11

User Maintenance 45

FAC CLP Tracker 141

FACC 911

FAC COTR 5

FAC PPM 102

PAWS 1

Performance 3

IAE CCR 8

eBuy 57

FBO 247

FPDS 679

IFCAP 5

Orca 1

IFCAP Configure IFCAP Instances(s) 9

Retrieval

IFCAP Retrieval Status 39

Retrieve IFCAP Requisition Data 15

MicroStrategy | Dashboard 8

Reporting Tool

Performance 18

Report Request 61

System Errors 7

User Account 63

Planning Report Request 3
Module

Policy Other 14
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Category Sub-Category T?col:f;: s
Solicitation Evaluation 3
Evaluation

Training Accounts 30

Environment
Certificates 2
Other 47
Vendor Portal | Performance 7
Solicitations 42
User Management 368
(no data) (no data) 1
Cumulative Ticket Total 8538
Todal aCMS Sorvice Desk Tickets:
by Catagory —
mCamraci Nodula
= Confracting Module <
{HE
W aT S Hirvpu i
nEgls
wFAL
aAE
FLAP RErvl
s WcraShed
& Plarreng Mo dubs
® Padbg
= Solicabon Eval
o Trawviegy Eradnoraressd
s Warudcr Prctal
Fiy D
eCMS Service Desk Tickets by Category
(Cumulative through 04/10/2011)
Category Total Tickets
ARC 199
Contract Module 4632
Contracting Module—OBE 414
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eCMS Service Desk Tickets by Category—Continued

(Cumulative through 04/10/2011)

Category Total Tickets
eCMS Homepage 43
Epic 353
FAC 1163
TIAE 997
IFCAP Rtrvl 63
Micro Strat 157
Planning Module 3
Policy 14
Solicitation Eval. 3
Training Environment 79
Vendor Portal 417
No Data 1
Cumulative Ticket Total 8538

Attachment 2
VA eCMS Classroom Training Material:

2-Day Training

1. ARC-eCMS Refresher Training Agenda
2. ARC-eCMS Refresher Training Presentation

4-Day Training

1. ARC-eCMS Certification Training for Contracting Agenda

2. ARC-eCMS Certification Training for Contracting Exercises

3. ARC-eCMS Certification Training for Contracting Presentation
4. VA eCMS Classroom Training Exercises (CAATS)

Reviewer Role-Based Training

1. ARC-eCMS Reviewer Training Agenda
2. ARC-eCMS Reviewer Training Exercises
3. ARC-eCMS Reviewer Training Presentation

Supervisor Role-Based Training

1. ARC-eCMS Supervisor Training Agenda
2. ARC-eCMS Supervisor Training Presentation
3. ARC-eCMS Supervisor Training Exercises

Training for Procurement and Purchasing
1. ARC-eCMS Certification Training for Purchasing Agenda
2. ARC-eCMS Certification Training for Purchasing Exercises
3. ARC-eCMS Certification Training for Purchasing Presentation

VA eCMS Online Tutorials:

1. Action Lookup Online Tutorial
2. Construction Contracts Online Tutorial
3. Create Action from an Existing Action Online Tutorial
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4. Document Generation Online Tutorial

5. e-Buy Online Tutorial Part 1

6. e-Buy Online Tutorial Part 2

7. Enterprise System Administration Online Tutorial

8. FBO Announcing Online Tutorial

9. FPDS Reporting Online Tutorial
10. Order Creation Online Tutorial
11. Overview of the Briefcase Tab Online Tutorial
12. Overview of the Summary Tab Online Tutorial
13. Overview of the Data Values Tab Online Tutorial
14. Overview of the Documents Tab Online Tutorial
15. Overview of the Milestones Tab Online Tutorial
16. Vendor Portal Posting Online Tutorial
17. Views Online Tutorial
18. ReadMe File Instructions

VA eCMS User Guides:

1. eCMS Acquisition Planning Guide Contracting Offices
2. eCMS Acquisition Planning Guide Program Offices
3. eCMS Acquisition Review Guide
4. VA eCMS Action and Desktop Management Guide
5. eCMS CMTS User Guide
6. VA eCMS Construction Contracts Guide
7. VA eCMS Contract Creation Guide
8. VA eCMS Document Creation & Formatting Guide
9. VA eCMS Enterprise System Administration Guide

10. VA eCMS Evaluators Guide

11. VA eCMS External Vendor Guide

12. VA eCMS FBO Announcing Guide

13. VA eCMS FCO Reporting Guide

14. VA eCMS FPDS Reporting Guide

15. eCMS FSS and eBuy User Guide

16. VA eCMS IFCAP Retrieval Guide

17. VA eCMS Manager’s Guide

18. VA eCMS Milestone Plans Guide

19. VA eCMS Multiple PRs and Awards Guide

20. VA eCMS Order Creation Guide

21. VA eCMS Quick Reference Guide

22. VA eCMS Recovery Act Guide

23. VA eCMS Reviewer’s Guide

24. VA eCMS Solicitation Evaluation Guide

25. VA eCMS Solicitation Guide for the NAC

26. VA eCMS Solicitation Management Guide

27. VA eCMS Utilizing Views Guide

28. VA eCMS Vendor Portal Guide

29. eCMS Vendor’s Guide

———

Committee on Veterans’ Affairs

Subcommittee on Oversight and Investigations
Washington, DC.

May 10, 2011

The Honorable Eric K. Shinseki
Secretary

U.S. Department of Veterans Affairs
810 Vermont Avenue, NW
Washington, DC 20420

Dear Mr. Secretary:

In reference to the Oversight and Investigations Subcommittee hearing entitled
“Inspect What You Expect: Construction Contracting Practices at VA” that took
place on April 13, 2011, I would appreciate it if you could answer the enclosed hear-
ing questions by the close of business on June 14, 2011.

In an effort to reduce printing costs, the Committee on Veterans’ Affairs, in co-
operation with the Joint Committee on Printing, is implementing some formatting
changes for materials for all full Committee and Subcommittee hearings. Therefore,
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it would be appreciated if you could provide your answers consecutively and single-
spaced. In addition, please restate the question in its entirety before the answer.
Due to the delay in receiving mail, please provide your response to Diane
Kirkland at diane.kirkland@mail.house.gov. If you have any questions, please call
202-225-35217.
Sincerely,

Bill Johnson
Chairman

EG/dk

The Honorable Bill Johnson
Oversight and Investigations Subcommittee
House Committee on Veterans Affairs
“Inspect What You Expect: Construction Contracting Practices at VA”
April 13, 2011 Hearing

Question 1: What is the total cost for the implementation of eCMS?

Response: The total development cost for Electronic Contract Management Sys-
tem (eCMS) was approximately $13.4 million. The cost includes requirements defini-
tion, software licenses, training, and system development. The $20 million figure
provided at the April 13th hearing included an additional approximately $6.5 mil-
lion attributable to maintenance and operational support costs incurred during the
initial post-implementation years, from 2003 through 2006.

Question 2: Given the very similar capabilities between eCMS and Paragon, are
any efforts being made to consolidate the two, remove duplicative functions, and
provide a cost saving?

Response: Although, both systems contain contract documentation, eCMS is a
contract writing system established to standardize and replace paper contract files;
and Paragon is a project management system used during post-award to manage
major construction projects and track some aspects of the administration of the con-
struction contract during the construction period.

VA’s eCMS is a Web-based contract management system which provides pre-
award, award, and post-award functionality for all new procurement actions valued
over $3,000. It has a limited ability to transfer data and/or documents (i.e., speci-
fications and drawings) to FedBizOpps; however, documents can be uploaded di-
rectly through FedBizOpps.

Paragon is a commercial off-the-shelf (COTS) package that the Office of Acquisi-
tion, Logistics, and Construction (OALC), Office of Construction and Facilities Man-
agement (CFM) has used for approximately 13 years to manage and administer
their major construction program within the VA, primarily, in the field. It integrates
all facets of program management (post-award) into a single unified system. It is
the software tool utilized by Resident Engineers in the field, to administer the con-
struction phase of the project on a daily basis. Specifically, Paragon manages and
tracks submittals, trends, meeting minutes, daily logs, requests for information, pro-
posal requests, correspondence and invoicing. In addition, the Resident Engineers
generate contract modifications within their limited authority through Paragon to
correct technical deficiencies and to keep the project on schedule and within budget
as it relates to the invoices and schedules.

A dialogue began approximately 2 years ago with eCMS and Paragon representa-
tives outlining the desire for an electronic transfer of contract data without duplica-
tion. As of this quarter, the data exchange has been completed and the automated
uploading is successfully being accomplished.

Question 3: VetBizOpps is a self-certification site for businesses and VA now
verifies the accuracy of the information in that system. How does VA ensure con-
tracts are not awarded to businesses unqualified to perform work?

Response: VA’s Veteran-owned small business (VOSB) Verification Program
verifies a contractor’s ownership (e.g., whether or not they are a service-disabled
Veteran-owned small business (SDVOSB) or a VOSB. The verification process does
not review prospective contractors for their capability to perform any specific con-
tract or type of contracts. Capability is a contract-specific matter, assessed as part
of the evaluation process according to criteria specified in the solicitation. In re-
sponding to the solicitation, offerors know what information they must provide to
document capability to the satisfaction of the source selection team and the con-
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tracting officer. Where a contract will be awarded through negotiation, the con-
tracting officer may request additional clarifying information where appropriate.
Where a contract will be awarded based on lowest price through sealed bidding, in-
sufficient information on capability may result in the offer being deemed unrespon-
sive and not considered.

The VetBiz.gov Vendor Information Pages (VIP) is a database located on the
Internet at www.vip.vetbiz.gov, where prospective VA contractors register their in-
formation as part of their application for verification as SDVOSB or VOSB. Veteran
ownership and control is no longer self-certified at VA, but is verified according to
standards established in title 38, Code of Federal Regulations, part 74. This
verification includes detailed reviews of documents submitted; follow-up interviews;
and where appropriate, a site visit. Additionally, effective October 1, 2010, all con-
tractors must be verified prior to receiving a VA contract award through the Vet-
erans First Contracting Program. The authorities under Public Law (P.L.) 109-461,
the Veterans Benefits, Health Care, and Information Technology Act of 2006, were
implemented by VA as the Veterans First Contracting Program, effective June 20,
2007.

Question 4: North American Industry Classification System (NAICS) is the
standard used by Federal statistical agencies in classifying business establishments
for the purpose of collecting, analyzing, and publishing statistical data related to the
U.S. business economy. Do companies without the proper NAICS certifications ever
receive a contract for work that they are unqualified to perform? If so, why?

Response: As the question notes, NAICS codes are industry classifications pri-
marily for statistical purposes and to determine the business size (large or small)
for the industry in question. They are not certifications of capability to perform any
particular contract or class of contract. Capability is assessed according to criteria
disclosed in the solicitation, as discussed under question 3, above. NAICS codes de-
scribe industry categories in very broad terms and cannot substitute for the detailed
evaluation of a specific offeror’s capabilities in response to a solicitation. For exam-
ple, NAICS code 621111 (Offices of Physicians Except Mental Health Specialists) in-
cludes general family practitioners as well as cardiologists, dermatologists, ophthal-
mologists, and pediatricians, among others. The code itself is too general to provide
meaningful insight into the capabilities available at a specific physician’s office. This
is consistent, however, with its function primarily as a statistical tool.

Question 5: How could a business without the proper NAICS certification be
awarded a contract by VA, after which the company then subcontracts out to a larg-
er business, in violation of the Federal Acquisition Regulation (FAR)? What is done
to correct this problem when identified?

Response: As noted under Question 4, NAICS codes do not provide certification
as to an offeror’s capabilities. Capability is assessed according to criteria disclosed
in the solicitation. As part of responding to the solicitation, an offeror typically must
provide insight into the staffing of its firm, including education and experience, past
performance as well as the extent to which it will rely on subcontractors to perform
the contract and how it will oversee and manage those subcontracts to ensure the
government’s requirements are met. In general, an offeror has considerable flexi-
bility to assemble the best team of subcontractors to supplement its own capabilities
as necessary to meet the criteria in the solicitation; the main limiting factor is that
over reliance on subcontractors may result in a higher price that causes the offeror
to be non-competitive and not win the award in the first place.

However, subcontracting limitations also apply where a small business wins a
contract in a competition restricted to a particular class of firm, such as a SDVOSB,
VOSB, qualified HUBZone small business concern, or participant in the business de-
velopment program under Section 8(a) of the Small Business Act. These programs
seek to aid a targeted class of firms, and the FAR limitations seek to ensure the
assistance actually goes to firms in the targeted class. These subcontracting limita-
tions are terms of the contract itself and are enforced just like any other term of
the contract.

Question 6: On March 9, 2010, in a Department Memorandum, Jan Frye, Deputy
Assistant Secretary Office of Acquisition and Logistics (OAL), acknowledged that
contract splitting occurred in violation of P.L. 109-461 by separating one contract
into two in order to avoid competition and giving preferential treatment to a par-
ticular contractor. How does VA ensure such violations are kept to a minimum, es-
pecially when eCMS is not used?

Response: VA is preparing new direction for its contracting community on this
issue. In order to promote competition and to impede splitting of contracting re-
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quirements, the new guidance will require sole source procurements awarded under
P.L. 109-461 to be reviewed and approved by a management official in the con-
tracting activity. VA plans to issue this policy in the fourth quarter of 2011. Cur-
rently, VA’s approach to minimize violations is through training the program offices
on the issues that contract splitting or fragmenting requirements may raise, and
why they are to be avoided.

Question 7: When a VA employee identifies contracting problems, how does VA
acknowledge his or her effort?

Response: When a VA employee identifies contracting problems, the supervisor
and/or management review the validity of the problem(s). If the potential con-
tracting problem has merit, necessary actions are taken to correct the problem. The
employee is informed of the results of the review as to whether or not action was
taken. In some instances, employees are recognized through an “employee award”
for their effort in identifying the issue.

Question 8: Does VA review every indication of contracting problems brought to
the attention of management? If not, please describe in detail the decision process
on whether to review a reported problem.

Response: OALC officials review all contracting problems brought to manage-
ment. VA expects its managers to address and resolve contracting problems brought
to their attention at the lowest organizational level possible, in accordance with
good management practice. Contracting problems which cannot be resolved by first
line managers are referred up the chain of command, and additional resources are
brought to bear as needed. Those resources include but are not limited to the Office
of General Counsel, the Office Inspector General, as well as other subject matter
experts.

Question 9: The Subcommittee on Oversight and Investigations found evidence
that, on more than one occasion, a number of blanket purchase agreements were
the result of bundling contracts for services that were well within the capability of
small firms, including Service Disabled Veteran Owned Small Businesses and Vet-
eran Owned Small Businesses. Not only did these practices deprive veteran owned
businesses of potential contracts, but it froze them out for a period of 3-5 years.
How would you recommend VA resolve such problems given the relevant statutory
language in Public Law 109-461 and pertinent regulations?

Response: VA’s OSDBU reviews all proposed acquisition strategies involving con-
tract bundling where the anticipated dollar value is at least $1 million. This is a
more stringent standard of review than specified in the FAR, which directs most
agencies to review contract bundling of anticipated value of $2.5 million or more
(FAR §7.104). In practice, OSDBU’s role is more dynamic than mere concurrence
or non-concurrence with a proposed acquisition strategy. As a participant in the In-
tegrated Product Teams (IPT) developing acquisition plans for contracts over $5 mil-
lion, OSDBU provides market research and recommendations to the IPTs on how
to comply with statutory and regulatory limitations on bundling, often preventing
a potential inappropriate bundling situation from developing in the first place.

Any contract awarded necessarily excludes unsuccessful offerors for the term of
the contract. During the course of the contract, VA is committed to obtaining the
goods or services specified in the contract from the awardee(s), by the terms of the
contract. The volume of work to be performed generally drives the level of vendor
interest in the contract and the pricing terms (i.e., volume discounts). Unsuccessful
offerors may perceive this as being excluded from the process but for the successful
offeror it is the consideration received as part of the contract.

Fragmentation of a requirement among too many vendors drives up government
oversight costs and may reduce vendors’ interest in the work as the lower contract
value may mean these vendors have better “opportunity cost” on other, larger vol-
ume contracts. VA seeks balance in making these decisions. When VA can use the
contract to provide targeted socioeconomic preference firms at a viable volume of
work, VA establishes contracts and blanket purchase agreements (BPA) to allow
better participation and promote a strong competitive environment. When VA antici-
pates a need for additional suppliers or additional competition during the course of
a contracting arrangement, VA may make multiple awards and compete subsequent
purchases among the awardees.

Question 10: Evidence has been submitted to the Committee of VA using letter
contracts that allow construction work to begin prior to a price for that work being
written in the contract? Why does this happen, under what circumstances is it per-
mitted, and how can it still happen even when not permitted?
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Response: A letter contract is permissible in accordance with FAR 16.603 and
is only utilized when the contracting officer, along with the approval of the Head
of Contracting Activity (HCA), identifies the urgency of need to fulfill such require-
ment or service for a specific project. In the VA major construction program it is
extremely rare that letter contracts are used.

Question 11: How does VA prevent double payments or other unnecessary pay-
ments gn a contract? Would more thorough usage of eCMS prevent these from hap-
pening?

Response: VA relies on a manual three-way match of the contract, invoice, and
receipt to prevent double or unnecessary payments. The contracting officer provides
the contracting officer’s technical representative (COTR) with the final contract doc-
uments. The COTR uses the VA Online Certification System (OLCS) to review and
certify invoices for payments. The OLCS also checks for submission of duplicate in-
voices prior to notifying the COTR of an invoice submission. The COTR is notified
through an automated email notification when he or she needs to review and certify
an invoice. The COTR compares the invoice against the contract documents and cer-
tifies or refuses (approves or disapproves) the invoice accordingly. The vendor has
to include the correct VA Purchase Order number on the invoice to facilitate the
process. If a mistake (double payment) has been made VA immediately has the Aus-
tin Finance Center execute a bill of collection to that contractor.

The VA three-way match process ensures the existence of a contract and its use
by the COTR to review and approve invoices, providing verification to the Financial
Officer who ensures correct payments are made. Greater use of eCMS supports the
three-way match requirement by making contract documents readily available. The
data in eCMS could provide an additional electronic means for validating payments
if contracting and financial systems were to be integrated at VA.

Question 12: In the hearing before the Oversight and Investigations Sub-
committee on April 13, 2011, Mr. Bob Neary noted the importance of cost analysis
“in the selection of projects going forward.” Please provide a detailed description of
the cost analysis process used in construction contracting.

Response: In selecting projects to go forward, VA uses a cost-effectiveness anal-
ysis (CEA) during the budget formulation/project selection phase. The CEA is a pre-
liminary step in the construction contracting process to help ensure an accurate
analysis of the status quo and viable options (construct new, renovate, lease, etc.).
The CEA compares the life cycle cost of the various options and provides the con-
stant, inflated and discounted values (net present value) of each option. CEAs are
completed by the business case preparers and reviewed by the Department as part
of the Strategic Capital Investment Planning (SCIP) process, resulting in a
prioritized list of capital projects to be used in formulating the annual budget re-
quest. The SCIP process is completed approximately 12 months prior to funds being
appropriated for a major construction project and possibly several years before a
construction contract is awarded. As a project progresses, initial planning costs are
provided in the SCIP 10-year action plan and SCIP budget year business case, and
at other stages including the Office of Management and Budget (OMB) submission.
A project prospectus is also provided as part of the congressional budget submission,
and costs may be revised again after final design is completed.

VA’s standard practice for cost analysis is a review of historical data along with
the support of the architect-engineer of record’s independent government estimate
(IGE). All VA projects have an IGE which is used to compare cost proposals for de-
termining cost/price to be fair and reasonable. The majority of VA projects are
awarded on a firm-fixed price basis as a result of full and open competition. In those
relatively few cases where a more detailed cost analysis is required, however, VA
uses the Defense Contract Audit Agency (DCAA) to conduct an audit of the firm’s
proposal. DCAA has an agreement with VA to do this work on a reimbursable basis.
The DCAA audit lends support to the contracting officer in determining that a price
is fair and reasonable.

Question 13: Who conducts the cost analysis and associated assessments when
considering whether a VA structure should be leased, renovated, or built new?

Response: The first step in deciding which capital solution should be chosen is
to establish the type and level of the health care services needed and their appro-
priate location(s). VA’s Health Care Planning Model provides data on the projected
Veteran population, demographics, utilization, and access to assist in this deter-
mination.

The second step is to determine the best solution to meet the need (including
SCIP-identified infrastructure gaps) to provide that care—a new facility, leased fa-
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cility, renovated facility, or contract care where appropriate. All capital business
case applications for major, minor, non-recurring maintenance and leases (to include
the cost analysis) are reviewed and prioritized by a Department-wide SCIP Board
and approved through the VA governance process.

VA staff (in most cases located at the facility) conduct the first cost analysis and
associated assessments when considering whether a VA structure should be leased,
renovated, or built new. VA’s analysis is conducted within the framework of govern-
mentwide initiatives like the President’s June 2010 Memorandum on Real Property
and E.O. 13514 (on sustainable buildings). The preparer of the business case appli-
cation proposes the method (build new, renovate, lease, etc.) to meet the identified
gaps. The preparer must provide additional justification if the most cost effective
means is the not chosen option. Various factors—such as the need for additional
space, the ability to build on medical center campuses or renovate existing build-
ings, the requirement for quick implementation or flexibility to terminate a contract
(leasing versus construction), and the duration of the need (short term versus long
term)—all go into determining the best solution for providing the best quality health
care. For example, a medical center campus that is landlocked with no excess space
would most likely need to pursue leasing or contracting out because building on
campus or renovating existing space to provide additional care is not feasible. A
campus with excess building space or acreage may more easily (and efficiently) ren-
ovate space or build new space on the campus.

Question 14: Who reviews the cost analysis and associated assessments in mak-
ing decisions towards contracts?

Response: As a project progresses through the development stage and into the
budget formulation/project selection stage, a CEA is required as part of the business
case application. The application, comprised of questions relating to Departmental
decision criteria, is used to demonstrate the need for, and priority ranking of, the
project. Business cases are evaluated by the local facility director, the Veterans Inte-
grated Service Network (VISN) Director, and the applicable administration (Vet-
erans Health Administration, National Cemetery Administration, or Veterans Bene-
fits Administration), which then forwards the business cases to the SCIP Board for
review and scoring. The SCIP Board is a Department-wide group consisting of nine
members from the Administrations and select staff offices. The business cases are
also reviewed through the VA governance process, which results in a prioritized list-
ing of capital projects for the budget year. Significant projects (such as major con-
struction and leasing) include detailed cost estimates in their project prospectus,
which are reviewed by the (OMB) and included in the Department’s budget submis-
sion to Congress.

Question 15: In considering “best options” and a proper cost analysis, the Over-
sight and Investigations Subcommittee majority staff analysis revealed (and was
confirmed by an independent third party) that construction at the Denver replace-
ment medical center facility has appropriated money in FY 2004, 2006, 2007, 2008,
2009 and 2010 with a total cost so far approaching half a billion dollars for the addi-
tion of about 40 beds. For comparative purposes, a medical facility in Washington
DC added 220 beds for about $25 Million. How much has the Denver project cost
so far (total)?

Response: As of May 31, 2011, VA has obligated $107.5 million for the new med-
ical facility in Denver, Colorado. The new 184-bed medical center will accommodate
the Eastern Colorado Health Care System inpatient tertiary care and ambulatory
care functions. The project includes a 30-bed Spinal Cord Injury/Disorder Center; a
30-bed Nursing Home Community Living Center; a research building; a central util-
ity plant; and parking structures. It also includes the remodeling of the former Uni-
versity Physicians, Inc. building to be the Clinic Building South, which will house
clinical and administrative functions and a Department of Defense clinic at the top
floor. The project will be LEED silver certified.

The project addresses multiple problems, ranging from correcting the numerous
deficiencies associated with an aging facility to closing the distance gap between
VA’s medical school affiliate, the University of Colorado Hospital. The Denver med-
ical center is over 60 years old, is inefficient, is space constrained, and will not sup-
port the capacity or quality of Veteran care needed for state-of-the-art treatment.
The current facility lacks the capability to expand to meet the projected increasing
workload demands.

Question 16: Please provide a copy of the Senior Resident Engineer training les-
sons.

Response: See attached SRE Training and Development Program Curriculum.
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Question 17: How does VA prevent abuse of OLCS when CFM can request any
Contracting Officer to make payment, especially when invoices do not have the ap-
propriate accompanying supporting documentation?

Response: OLCS is a dual certification system. A contracting officer is designated
for each specific project in OLCS. Only a single alternate CO, rather than any CO,
is also designated which allows invoices to be processed in the absence of the des-
ignated contracting officer. Not only does this prevent payment of interest on the
government’s part, but ensures timely payment to the contractor. The requirement
for processing invoices is the same for each contracting officer. They are required
to verify the accuracy of such invoice to ensure compliance with regulations. All doc-
umentation for an invoice on a major construction project is kept at the field office
of the Senior Resident Engineer (SRE). The SRE, who has limited contracting au-
thority, approves in OLCS that services have been rendered. The contracting officer
then certifies that invoice in OLCS.

Question 18: Please provide a copy of the contract file related to the company
Ellerbe Becket.

Response: The information was submitted to the Subcommittee on Oversight and
Investigations staff and will be retained in the Committee files.

Question 19: Please provide details on the $99 million procurement for Advisory
and Assistance Services to include the services provided and whether or not the
Chief of Staff has approval authority (signature) at the same level as the Deputy
Secretary.

Response: VA queried the Federal Procurement Data System for details of the
contract referenced in the question and was unable to identify a VA contract with
those characteristics.

In addition, VA’s Information Letter (IL) 049-07-10, on Advisory and Assistance
Services, was rescinded August 10, 2010. This IL required approval by the Secretary
or Deputy Secretary for Advisory and Assistance Services contracts above $1 mil-
lion. The Veterans Affairs Acquisition Regulation part 801 sets thresholds for review
and approval of contracts, including legal and technical review, and those provisions
continue to apply. In addition, criteria in FAR subpart 37.2 also apply.

Question 20: What is the present total cost of the San Antonio Polytrauma
project?

Response: The present total cost of the San Antonio Polytrauma project is $66
million.

Question 21: What penalties currently exist for VA employees who willfully vio-
late the eCMS usage mandate? What actions are planned to hold employees ac-
countable for not using eCMS?

Response: Employee accountability for the use of eCMS rests within the super-
visory chain, and ultimately resides with the cognizant Head of Contracting Activity
(HCA). Given the sensitive nature of performance-based personnel actions and the
potential for Privacy Act issues, VA cannot disclose this information. However, VA
is providing the results of the OIG audit, as well as the results of its own internal
reviews, to the HCAs to discuss corrective action with their respective staffs. VA
concurs in the importance of correcting noncompliance with eCMS requirements and
ii directing senior-level management (HCAs) attention to monitoring and addressing
this issue.

Where appropriate, VA will address eCMS noncompliance with additional training
and guidance, but where deficiencies persist, VA will treat noncompliance as a per-
formance issue and take appropriate action. Similar to other employee performance
management issues, corrective action(s) taken against employees are determined by
the supervisor and follow VA human resources policy and procedures.

To achieve consistency within the Department, the Office of Acquisition, Logistics
and Construction (OALC) will work with the Department’s Office of Human Re-
sources and Administration and the HCAs to develop a standard performance meas-
ure for inclusion in each VA contracting officer’s individual annual performance
work plan on the use of eCMS to accomplish their contracting assignments. Their
use of the system and the completeness of the contract files within the system will
then be considered when developing their annual performance rating. We will target
this to be effective for the Fiscal Year 2012 rating cycle which begins in October
2011.

Question 22: Do you feel that VA’s contract auditing process is effective and thor-
ough? How could it be improved?
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Response: Yes, VA’s process is effective and thorough, but timeliness may be a
place to improve. The majority of VA’s pre-award and post-award reviews are done
on our Federal Supply Schedule (FSS) offers and contracts. Pre-award and post-
award reviews are normally triggered by a dollar threshold (estimated value of
award or actual government sales achieved). We also request audits when it is be-
lieved that data may not be accurate or complete. The audit review process, includ-
ing both pre-award and post-award reviews, is critical to ensure the integrity of the
program, the pricing, and the best interests of the government. The pre-award re-
views afford contracting staff the assurance the offeror provided accurate current
and complete data and information.

It also identifies and/or confirms the negotiation starting point. Post-award re-
views ensure the basis of award and price protection provisions were complied with.
The majority, but not all of the post-award reviews are generated by a self-audit
completed by the contractor. Once notified and receipt is taken of the contractor’s
findings, a post-award review is required, which typically finds additional recovery.

The overall time it takes from the request to auditors to completion of review is
very lengthy, often exceeding 180 days. Most is driven by the wait for additional
information by the offeror/vendor to be provided, or access to their records.

Question 23: Has VA ever compared its contract auditing process with other Fed-
eral agencies that employ external auditors?

Response: All VA audits are to ensure compliance with applicable Federal regu-
lation and guidance (e.g. FARs, Generally Accepted Government Accounting Stand-
ards). VA currently uses DCAA for any changes in excess of $700,000 to major con-
struction contracts and new awards of architect/engineering contracts $10 million or
more for contracts other than firm-fixed price.

With regard to the FSS program, VA has evaluated the use of outside auditors.
However, this is a unique program only assigned to the General Services Adminis-
tration (GSA), who in turn delegated the health care categories to VA. VA Office
of Inspector General reviews the program and VA has a process to train staff on
the unique aspects of the FSS program. VA will continue to periodically evaluate
the best course of support for the FSS program.

Question 24: In the hearing before the Oversight and Investigations Sub-
committee on April 13, 2011, Mr. Bob Neary noted that VA Construction does not
use a sealed bidding as identified in VA Acquisition Regulation, Subchapter C, Sub-
part 81401, Section 814.104. Please explain in detail why this method is not being
used.

Response: The use of sealed bidding and competitive proposals are both accept-
able methods for procuring construction contracts as defined in the FAR Part 6.401.
“One of the requirements of using the sealed bid process is that “the award will be
made on the basis of price and other price-related factors,” and requirements must
be 100 percent known. VA procurement requirements go well beyond price; price is
just one factor. Contracts to build state-of-the-art VA medical centers and national
cemeteries are awarded to a contractor based on the review of their past perform-
ance, contractor management approach and their small business participation.
Using this “Best Value” method for procuring the new VA medical centers and na-
tional cemeteries has provided the greatest overall benefit for our customers and
has shown to have an overall savings. Therefore, using only the sealed bid process,
which is based on price and price-related factors, would limit the ability to obtain
the “Best Value” for our Veterans and taxpayers.

Question 25: Please provide the background on the limited warranted con-
tracting authority given to Senior Resident Engineers as well as any changes being
considered to this authority.

Response: VA Senior Resident Engineers (SRE) and Resident Engineers (RE)
may receive a Basic C Level Warrant with limited contracting authority for the
specified construction contract which cannot be utilized without a Contracting Offi-
cer Authorization (COA). The basic level warrant authority for a SRE is $100,000
and $50,000 for a RE. The SRE and/or RE are required to meet all requirements
of the Federal Acquisition Certification in Contracting (FAC-C) program prior to
being issued a basic level warrant for contracting authority. The language that is
identified on all SRE/RE warrants states “Expenditures at or below $100,000 for
modifications issued against existing CFM contracts upon the issuance of a COA let-
ter of delegation.” The authority for a SRE and a RE differ, as outlined below:

SRE—The following limitations apply to progress payments, change orders and
supplemental agreements issued under this authorization order:
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a. $100,000 increase or decrease (or estimated increase or decrease) for any one
change except the issuance of a settlement by determination;
. Twenty (20) calendar day period between changes issued by same SRE;
. $300,000 net increase per calendar month for changes issued by all SREs for
specified project;
d. Authority to stop work for a two work day period in accordance with FAR
52.242-14, Suspension of Work;
e. All Progress Payments except Final Payment. Any retainage must be author-
ized by the Contracting Officer; and
f. This authority expires on the date of final settlement of the specified construc-
tion contract.

oo

RE—The following limitations apply to progress payments, change orders and
supplemental agreements issued under this authorization order:

a. $50,000 increase or decrease (or estimated increase or decrease) for any one
change except the issuance of a settlement by determination,;

b. Ten (10) calendar day period between changes by the same RE;

c. $150,000 net increase per calendar month for changes issued by all Res for the
specified project;

d. Authority to stop work for a one work day period in accordance with FAR
52.242-14, Suspension of Work;

e. All Progress Payments except Final Payment. Any retainage must be author-
ized by the Contracting Officer; and

f. This authority expires on the date of final settlement of the specified construc-
tion contract.

At this time, VA is not considering a change to the authority for the SRE and/
or RE basic level warrants.

Question 26: As discussed in the hearing before the Oversight and Investigations
Subcommittee on April 13, 2011, by Mr. Haggstrom, please provide the class sched-
ule for formal training in eCMS at the VA Acquisition Academy for calendar year
2010, a copy of the course training guide, and the number of VA employees that
underwent this training during that time period.

Response: All new contracting staff who will use eCMS are required to undergo
eCMS training prior to using the system. In fiscal year 2010, a total of 1,352 users
were trained by an eCMS Application Coordinator or a vendor. Vendors trained
1,119 users through one of the 77 training sessions listed below. Eighty-eight of the
1,119 users who received Vendor instruction were trained as Application Coordina-
tors under a “Train-the-Trainer” initiative; they will fill the trainer role within their
organization. Application Coordinators trained 233 of the 1,352 users who received
training. The training curriculum is the same whether provided through the vendor
or the Application Coordinators. VA Acquisition Academy does not provide eCMS
training.

# Training Dates Location Number of
1 Nov. 2-6, 2009 Orlando, FL 24
2 Nov. 17-20, 2009 Orlando, FL 22
3 Oct. 5-6, 2009 Dayton, OH 23
4 Oct. 5-9, 2009 Brecksville, OH 18
5 Oct. 26-30, 2009 Stafford, VA 11
6 Nov. 9-13, 2009 Washington, DC 12
7 Nov. 16-20, 2009 Washington, DC 11
8 Nov. 17-20, 2009 Long Beach, CA 18
9 Dec. 1-2, 2009 San Antonio, TX 18
10 Dec. 3—4, 2009 San Antonio, TX 18
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Number of

# Training Dates Location Attendees
11 Dec. 1-4, 2009 Hampton, VA 19
12 Dec. 8-11, 2009 Murfreesboro, 10
13 Dec. 8-11, 2009 Brockton, MA 11
14 Dec. 15-16, 2009 Murfreesboro, 14
15 Dec. 14-18, 2009 Frederick, MD 14
16 Jan. 4-8, 2010 Frederick, MD 16
17 Jan. 12-13, 2010 Chicago, IL 18
18 Jan. 14-15, 2010 Chicago, IL 20
19 Jan. 12-13, 2010 Wilmington, DE 14
20 Jan. 14-15, 2010 Wilmington, DE 6
21 Jan. 19-22, 2010 Chicago, IL 15
22 Jan. 21-22, 2010 Murfreesboro, 10
™
23 Jan. 25-28, 2010 Frederick, MD 15
24 Jan. 26-27, 2010 Coatesville, PA 14
25 Jan. 28-29, 2010 Coatesville, PA 16
26 Feb. 4-5, 2010 New York 16
(Bronx), NY
27 Feb. 2-5, 2010 Eatontown, NJ 18
28 Feb. 16-17, 2010 Ann Arbor, MI 10
29 Feb. 18-19, 2010 Ann Arbor, MI 13
30 Feb. 18-19, 2010 Murfreesboro, 11
31 Feb. 23-24, 2010 Indianapolis, IN 9
32 Feb. 25-26, 2010 Indianapolis, IN 12
33 Feb. 23-24, 2010 Dayton, OH 16
34 Feb. 25-26, 2010 Cleveland, OH 17
35 Mar. 8-11, 2010 Frederick, MD 17
36 Mar. 9-10, 2010 Perry Point, MD 17
37 Mar. 16-17, 2010 Murfreesboro, 15
38 Mar. 15-19, 2010 Bedford, MA 13
39 Mar. 23-26, 2010 Coatesville, PA 12
40 Mar. 25-26, 2010 Buffalo, NY 14
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Training Dates

Location

Number of

Attendees
41 Mar. 30-31, 2010 Pittsburgh, PA 14
42 Apr. 1-2, 2010 Pittsburgh, PA 15
43 Apr. 6-7, 2010 Arlington, TX 21
44 Apr. 8-9, 2010 Lyons, NJ 15
45 Apr. 13-14, 2010 Martinsburg, WV 10
46 Apr. 15-16, 2010 Martinsburg, WV 12
47 Apr. 12-13, 2010 Brockton, MA 10
48 Apr. 15-16, 2010 Manchester, NH 12
49 Apr. 22-23, 2010 Tampa, FL 19
50 Apr. 22-23, 2010 Menlo Park, CA 19
51 Apr. 27-28, 2010 Palo Alto, CA 25
52 May 4-5, 2010 Lake City, FL 13
53 May 6-7, 2010 San Juan, P.R. 12
54 May 11-12, 2010 West Haven, CT 10
55 May 11-12, 2010 Lyons, NJ 11
56 May 13-14, 2010 Brockton, MA 16
57 May 18-19, 2010 Lake City, FL 12
58 May 18-19, 2010 Milwaukee, WI 12
59 May 20-21, 2010 Milwaukee, WI 12
60 May 25-26, 2010 Lake City, FL 10
61 May 25-26, 2010 New York 13
(Bronx), NY
62 May 27-28, 2010 New York 13
(Bronx), NY
63 Jun. 1-2, 2010 Albany, NY 11
64 Jun. 10-11, 2010 Houston, TX 13
65 Jun. 10-11, 2010 Orlando, FL. 9
66 Jun. 15-16, 2010 Minneapolis, MN 19
67 Jun. 17-18, 2010 Minneapolis, MN 18
68 Jun. 22-23, 2010 Orlando, FL 8
69 Jun. 24-25, 2010 Orlando, FL 21
70 Jun. 24-25, 2010 Long Beach, CA 22
71 Jun. 29-30, 2010 Syracuse, NY 13
72 Jul. 22-23, 2010 Orlando, FL. 14
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# Training Dates Location Number of

73 Jul. 27-28, 2010 Miami, FL. 16

74 Aug. 10-11, 2010 Omaha, NE 8

75 Aug. 12-13, 2010 Omaha, NE 9

76 Aug. 17-20, 2010 Omaha, NE 19

77 Aug. 24-25, 2010 Dublin, GA 16
TOTAL 1,119
ATTENDEES

The Enterprise Acquisition Systems (EAS) Service and the Office of Acquisition
Policy developed an eCMS User Guide Index that provides an integrated, role-based
matrix for using the 27 individual eCMS user guides. The eCMS guides provide
users with system information and include system processes, procedures, and com-
pliance requirements.

Users can access eCMS guides using the following link: http:/arc.aac.va.gov/
Acquisition/ECMS/eCMSTrainingMaterials/Pages/VAARCeCMSUserGuides.aspx

Question 27: Please provide the class schedule for formal training in Paragon for
calendar year 2010 and the number of VA employees that underwent this training
during that time period.

Response: In calendar year (CY) 2010 CFM held a total of eight (8) classes with
a total of ninety-five (95) employees trained. The classes are held for CFM REs,
project managers, clerical assistants, and contracting officers because Paragon is
used primarily for major construction projects. The group is made up of new CFM
employees and those requiring refresher training. The class schedule for CY 2010
was: February-9; April-13; June-11; August-11; September—11; October—13; No-
vember—14; and December—13.

Question #16 Response: Attached SRE
Training and Development Curriculum
CF

Senior Resident Engineer (SRE) Training & Development Program
Curriculum

Standardized Curriculum for Face-to-Face Training

SRE Development Program will be 2 years in duration, with face-to-face training
scheduled every quarter if possible. Group training will incorporate core technical
and management skills for Resident Engineers seeking to develop the expertise of
an SRE. Priority numbers indicate preferred sequence of training over 2 years.

Training OI;::; Trainers Time Notes Category Il-))?,‘fes
Priority 23 hrs
for session
planning
purposes
Program 1 Internal— 4 hrs #1 & #2 on origi- 1—SRE
Orientation SREs & Senior nal curriculum Develop-
Mgt combined to total | ment Ori-
approx. 3.5 days. ent./CFM
Org.
IDP for 1 Internal —SRE 1hr 1—SRE
SRE Devel- and Coach Develop-
opment ment Ori-
ent./CFM
Org.
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Training ol:::y Trainers Time Notes Category ]]))?)'::
Color of 1 Arlyce 2 hrs 2—Office
Money, Admin &
Contingency Oper-
Manage- ations
ment, FITT, (File 13)
PMDRI
Filing Sys- 1 Dana Quel 3 hrs How to admin- 4—Con-
tems, Office ister an office, tract
Organiza- manage cor- Admin/
tion and respondence and Docu-
Procedures other paperwork. | mentation
Preconstru- 1 Derek Under- 2 hrs Procedure for con- | 4—Con-
ction Meet- wood ducting pre-con- tract
ing With struction and Admin/
Contractors partnering meet- Docu-
and VA Cli- ings, purpose of mentation
ents meetings, key

areas to cover, co-

ordination be-

tween parties in

setting up meet-

ing, etc.
Understan- 1 Ed Nicholson/ 8 hrs How to read 5—Con-
ding Up- Reginald Berry them, why it is struction
Front important to read | Contracts
Specs: Gen- them. Avoiding
eral Condi- unnecessary ex-
tions, Gen- pense. Use “Real”
eral Re- documents as ex-
quirements, ercise. Need some-
ete. one to discuss

each Act and SRE

roles/responsibil-

ities
Setting Up 1 SRE & PM 2 hr Trailers, supplies/ | 2—Office
the Office lists, clerical, Admin &
(How To/Lo- mail, contracts Oper-
gistics) ations
Interfacing 1 Coaches; per- 1hr What to expect 4—Con-
With Med- haps Chief of Relationship tract
ical Center, Engineering. Things to consider | Admin/
Relation- Use FAB “Inter- Docu-
ship to face” Issue. mentation
VAMC Di-
rector, En-
gineering,
and Shops

Trainin: Pri- Trai T N Dates
g ority rainers ime otes Category Done
2 36.5 hrs
Travel 2 Shavonne 1hr 3—Per-
Rush sonnel
(Self &
Staff)

Admin.
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Training ol:::y Trainers Time Notes Category ]]))?:::
Safety: SRE 2 Internal— 8 hrs 4—Con-
Responsibil- SRE, CEOSH tract
ities, Con- Admin/
tractor Re- Docu-
sponsibil- mentation
ities, and
Reporting
Require-
ments
Davis 2 Robert Nowak 2 hrs What are the 5—Con-
Bacon Act/ wages unique to struction
Labor Pro- the job location Contracts
visions (under DOL).

Wage report used
in contract. En-
sure contractor is
paying proper
wages, how pay-
roll is presented,
ete.
Testing Lab 2 Internal 1hr What is the SRE’s | 5—Con-
Contracts responsibility struction
with these con- Contracts
tracts.
Review 2 Bill Goodman 4 hrs 5—Con-
NAS Speci- struction
fications Contracts
Submittal 2 Coaches 1hr Review spec sec- 4—Con-
Process tion 01340 tract
Admin/
Docu-
mentation
A/E & CM 2 Katie Kuehn 1hr Contractors Sup- | 5—Con-
Contracts port struction
during Con- Contracts
struction
Period Serv-
ice
Ethics 2 Ethics attor- 1hr 6—Lead-
ney ership/
Sup./Self
Improve.
Skills
Progress 2 Jane Houston/ 2 hrs Progress pay- 4—Con-
Payments Adelino “Dino” ments procedures, | tract
(General Gorospe things to check Admin/
Conditions before submitting | Docu-
and Online payments, mentation
Payments) retainage, Online
certification proc-
ess, prompt pay-
ment require-
ments/interest,
ete.
Change 2 General Coun- 4 hrs 5—Con-
Clauses: sel and REs struction
FAR & Contracts
VARR
Correspon- 2 TBD 1 day VBA has writing 6—Lead-
dence/Writ- course for their ership/
ing Skills managers; Arlyce | Sup./Self
for Federal will get a copy. Improve.
Managers Skills
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Training ol:::y Trainers Time Notes Category ]]))?)'::
Acting 2 Diane Camp- 1.5 hr Limits to Author-
Within bell/Sheila ity, Warrant Lim-
Your Au- Watterson its, COA Delega-
thority tion Letter, Re-
view Thresholds/
Actions Requiring
Higher Approval,
ete.
Unauthori- 2 Thaddeus 2 hrs Avoiding Unau-
zed Com- Willoughby thorized Commit-
mitments/ ments, Legal Pen-
Ratifica- alties, Process for
tions Ratification, Dis-
ciplinary Actions,
ete.
Traini Pri- . . Dates
aining ority Trainers Time Notes Category Done
3 18.5 -24.5
hrs
T & L Re- 3 Sheila Walker 2 hrs 3—Per-
quirement, sonnel
Regula- (Self &
tions, Re- Staff)
porting, OT Admin.
and Comp
Time
Conducting 3 Robert Nowak 1hr 6—Lead-
Meetings ership/
Sup./Self
Improve.
Skills
Project 3 Dennis Sheils 1hr 1—SRE
Planning Develop-
Process ment Ori-
ent./CFM
Org.
Compliance 3 Dennis 2 hrs 4—Con-
Reviews Milsten, Alan tract
Trow Admin/
Docu-
mentation
Project Doc- 3 Kyrgos, Con- 3 hrs Processing in- 4—Con-
umentation tract Special- voices, maintain- tract
and File ists ing Contract Ad- Admin/
Manage- ministration files | Docu-
ment, Inc. in PM field offices | mentation
Admin-
istering
Contracts in
the Field
Understan- 3 Coaches/PMs/ 1hr 5—Con-
ding and Cs struction
Commu- Contracts
nicating
Project
Specifica-
tions
Unsolicited 3 Steffanie Wood 1/2 hr 5—Con-
Proposals struction

Contracts
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Training ol:::y Trainers Time Notes Category ]]))?)'::
Warranted 3 Adelino 1 hr 5—Con-
RE Respon- Gorospe struction
sibilities Contracts
Unauthor-
ized Com-
mitment
Change Or- 3 Kathy Volpe/ 4 hrs Changes Clauses, | 5—Con-
ders (CO) Robert Kellner Change Order and | struction
Supple- Supplemental Contracts
mental Agreements proce-
Agreement dures, Pricing/Ne-

(SA) “How gotiation, Special

to”—Direc- Types of Changes

tive Memo (i.e. Materials

for Record, Storage), etc.

Distribu-

tion, For-

ward Pric-

ing, Pre-Ne-

gotiation

Objectives

Types of

Modifica-

tions

Change

Clauses:

FAR &

VARR Ma-

terial Stor-

age On &

Off Site

Communic- 3 1hr 6—Lead-

ation, Team ership/

Building, Sup./Self

Partnering Improve.

Skills

FAC-C, 3 Myra Wil- 1hr FAC-C require-

Warrant, liams/Greg ments, warrant

Continuing Sabater levels and thresh-

Ed. Points olds, Continuing
Education Points
requirements/
ways to earn Con-
tinuing Ed.

Contracting 3 Susan Lam/ 1 hr (CO) 7 | Working with

Responsi- Chris Kyrgos hr (CPM) | CPM, Checking

bility for schedule prior to

CPM Sched- actions (Changes

ule (i.e. & progress pay-

Time Ex- ments), Critical

tensions, Path impact, fre-

Progress quency of CPM re-

Payments, ports, actions you

etc.) can take if con-
tractor is off
schedule, etc.

Traini Pri- . . Dates

aining ority Trainers Time Notes Category Done

4 21 hrs

Critical 4 Bill Goodman 2 days Mid first-year 5—Con-

Path Meth- issue. Can this be | struction

od (CPM) taught in field of- | Contracts

Time Ex- fices?Ask Neary.

tension

Analysis
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Training ol:::y Trainers Time Notes Category ]]))?)'::
Consulting 4 Sat Gupta 1 hr Learn what they 1—SRE
Support do, how they can Develop-
Services help. ment Ori-

ent./CFM
Org.
Role of the 4 Bob Clifton 2 hrs Contact PMs by 1—SRE
Project phone; arrange of- | Develop-
Manager, fice visit if pos- ment Ori-
Under- sible. ent./CFM
standing Org.
Relation-
ship of the
SRE/PM
Through
the Project
Process,
Roles and
Responsibil-
ities Au-
thority
eCMS 4 Frank 2 hrs Overview of eCMS
Training/ Clemons & FPDS, need for
FPDS actions to be sub-
mitted via eCMS,
FPDS report/an-
nual certification
of data, etc.
Traini Pri- . . Dates
aining ority Trainers Time Notes Category Done
5 16 hrs
Paragon Re- 5 Jim 4 hrs 4—Con-
ports for MacMorran, tract
the SRE Gail Smith Admin/
Docu-
mentation
Performan- 5 Sheila Walker 2 hrs HR to tailor to 3—Per-
ce Apprais- REs/SREs. sonnel
als (Self &
Staff)
Admin.
Performan- 5 Sabrina Clark 2 hrs 3—Per-
ce-Based sonnel
Inter- (Self &
viewing Staff)
Admin.
Understan- 5 George 2 hrs Was “Leasing for | 4—Con-
ding the Szwarcman, REs” Could in- tract
Leasing Real Estate clude attendees Admin/
Process Specialists not in the SRE Docu-
SRE Man- program. mentation
aging a
Lease
NCA 5 Rick Petersen 2 hrs Expectations and | 4—Con-
Projects & program overview. | tract
Programs Admin/
Docu-

mentation




64

Training ol:::y Trainers Time Notes Category ]]))?)'::
Develop 5 TBD 1 hr 6—Lead-
skills to ership/
evaluate Sup./Self
staff capa- Improve.
bilities & Skills
provide
guidance for
their future
develop-
ment.

Complaint/ 5 TBD 1 hr 6—Lead-
conflict res- ership/
olution Sup./Self
skills to ef- Improve.
fectively re- Skills
ceive, evalu-
ate, and re-
solve com-
plaints.
FOIA Re- 5 Noella Bond/ 1hr Taking proper ac-
quest and David Reich/ tion when receiv-
Release of John Ezell ing a FOIA re-
Contract In- quest, protecting
formation procurement sen-

sitive information

(cannot be re-

leased to anyone

outside of con-

tracting at any

time), types of

procurement sen-

sitive information,

interaction with

vendors without

releasing pro-

tected informa-

tion, etc.
Cost Sav- 5 Jose Bumbray/ 1 hr OMB Initiative
ings Frank

Clemons
Training Pri- Trainers Time Notes Category Dates
ority Done

6 21—25 hrs
Timely 6 Euclides 1hr Procedures for 4—Con-
Project Barrera close-out, docu- tract
Close-Out, ments checks, Admin/
Construc- punch-list, war- Docu-
tion and A/ ranties, etc. mentation
E, Warran-
ties/Manu-
als/As-
Builts and
File Trans-
fer
Final In- 6 Dana Quel 3 hrs 4—Con-
spection: tract
Require- Admin/
ments, Docu-
Field In- mentation
spection,
Custody
and Trans-

fer
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Training ol:::y Trainers Time Notes Category ]]))?:::
Change 6 General Coun- 1 hr Compilation of 5—Con-
Clauses: sel every document struction
Rule 4 File related to a dis- Contracts
Procedures pute; used to de-
fend govt position
in a dispute.
Evaluation 6 Noella Bond 2 hrs Evaluations Re-
of A/E & ports, CPARS and
Contractors ACAS systems,
(ACASS ongoing evalua-
Training/ tions/corrective
CPARS) actions.
Understan- 6 Ed Nicholson 2 hrs 5—Con-
ding Con- struction
tracting Of- Contracts
ficer Deci-
sion Proce-
dures
Suspension 6 General Coun- 4-8 hrs 5—Con-
of Construc- sel & REs struction
tion Work Contracts
Via Change
Order or
Other Ac-
tions
Negotiation 6 External 1 day 6—Lead-
Skills ership/
Sup./Self
Improve.
Skills
Traini Pri- . . Dates
aining ority Trainers Time Notes Category Done
7 24 hrs
BIM Proc- 7 Renee Tietjen 1hr 1—SRE 11/
ess Develop- 2010
ment Ori-
ent./CFM
Org.
Constructi- 7 Bob Smoot/Mi- 2 hrs 6—Lead- 11/09
on Cost Es- chael Koch ership/
timating Sup./Self
Improve.
Skills
Energy 7 Kurt Knight 1hr 1—SRE
Manage- Develop-
ment ment Ori-
ent./CFM
Org.
Physical Se- 7 Kurt Knight 1hr 1—SRE
curity Re- Develop-
quirements ment Ori-
ent./CFM

Org.
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Training ol:::y Trainers Time Notes Category ]]))?)'::
FAC-C Cer- 7 Greg Sabater 1 hr 1—SRE
tification Develop-
Other Con- ment Ori-
tracting ent./CFM
Training Org.
Utilize the
Academy
Keep Up
With Train-
ing
Public 7 Internal 2 hrs 3—Per-
Speaking/ sonnel
Commu- (Self &
nicating/5— Staff)
Minute Admin.
Presen-
tations
Responsibi- 7 Noella Bond 1hr 4—Con-
lities When tract
an RE is on Admin/
TEB Pre- Docu-
Award and mentation
Post-Award
Debriefings
A/E Selec- 7 Bob Smoot 2 hrs 5—Con-
tion Cri- struction
teria/Proc- Contracts
ess, Inc.

Brooks Bill
Historical 7 Kathleen 1hr 5—Con-
Preserva- struction
tion, Under- Contracts
standing
Program
and SRE
Rules &
Regulations
Supervisory 7 1 day Is this part of 6—Lead-
Skills and LDMP? ership/
Perform- Sup./Self
ance Man- Improve.
agement Skills
Source Se- 7 Brian Johnson/ 4 hr Role of Technical
lection Robert Capers Evaluation Team
Process in FAR 15 source

selections, com-

ments supporting

ratings, corre-

lating ratings to

evaluation factors,

protest risks, etc.

Traini Pri- . . Dates
aining ority Trainers Time Notes Category Done

8 20 hrs
Claims 8 Scott Lowe 2.5 days 7—Con-
Avoidance struction
and Mitiga- Claims/
tion Disputes
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Training (’I;ﬁy Trainers Time Notes Category g?’fes
Additional
Rec-
ommended
Training
Complete 9 Self 40 hrs 6—Lead-
the “Super- ership/
visory Mod- Sup./Self
els” Improve.
Skills
VALU/CFM 9 Internal and 4 formal 1—SRE
Leadership External sessions/ Develop-
Develop- year ment Ori-
ment Men- ent./CFM
toring Pro- Org.
gram
(LDMP) or
VALU/CFM
Aspiring
Leaders
Program
(ALP)
———

Committee on Veterans’ Affairs
Subcommittee on Oversight and Investigations
Washington, DC.
May 2, 2011
Mr. Glenn D. Haggstrom
Executive Director, Office of Acquisitions, Logistics, and Construction
U.S. Department of Veterans Affairs
810 Vermont Avenue, NW
Washington, DC 20420

Dear Mr. Haggstrom:

I would like to request your response to the enclosed deliverable I am submitting
in reference to our House Committee on Veterans’ Affairs Subcommittee on Over-
sight and Investigations hearing on Inspect What You Expect: Construction Con-
tracting Practices at VA on April 13, 2011. Please answer the enclosed hearing ques-
tions and deliverables by no later than Monday, May 30, 2011.

In an effort to reduce printing costs, the Committee on Veterans’ Affairs, in co-
operation with the Joint Committee on Printing, is implementing some formatting
changes for material for all full Committee and Subcommittee hearings. Therefore,
it would be appreciated if you could provide your answers consecutively on letter
size paper, single-spaced. In addition, please restate the question in its entirety be-
fore the answer.

Due to the delay in receiving mail, please provide your response to Ms. Orfa
Torres by fax at (202) 225-2034. If you have any questions, please call (202) 225—
9756.

Sincerely,

Joe Donnelly
Ranking Member

MH/ot
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The Honorable Joe Donnelly, Ranking Member
Subcommittee on Oversight and Investigations
House Committee on Veterans Affairs
“Inspect What You Expect: Construction Contracting Practices at VA”
April 13, 2011

Question 1: I ask that you review your performance measures and provide us the
names of the mid-management level staff that are not using eCMS or mandating
the use of their subordinates. How is the VA planning to penalize and hold them
accountable?

Response: Employee accountability for the use of eCMS rests within the super-
visory chain, and ultimately resides with the cognizant Head of Contracting Activity
(HCA). Given the sensitive nature of performance-based personnel actions and the
potential for Privacy Act issues, VA cannot disclose this information. However, VA
is providing the results of the Office of Inspector General (OIG) audit, as well as
the results of its own internal reviews, to the HCAs to discuss corrective action with
their respective staffs. VA concurs in the importance of correcting noncompliance
with eCMS requirements and is directing senior-level management (HCAs) atten-
tion to monitoring and addressing this issue.

Where appropriate, VA will address eCMS noncompliance with additional training
and guidance, but where deficiencies persist, VA will treat noncompliance as a per-
formance issue and take appropriate action. Similar to other employee performance
management issues, corrective action(s) taken against employees are determined by
the supervisor and follow VA human resources policy and procedures.

To achieve consistency within the Department, the Office of Acquisition, Logistics
and Construction (OALC) will work with the Department’s Office of Human Re-
sources and Administration and the HCAs to develop a standard performance meas-
ure for inclusion in each VA contracting officer’s individual annual performance
work plan on the use of eCMS to accomplish their contracting assignments. Their
use of the system and the completeness of the contract files within the system will
then be considered when developing their annual performance rating. We will target
this to be effective for the Fiscal Year 2012 rating cycle which begins in October
2011.

Question 2: Provide the Subcommittee a quarterly update on the eCMS utiliza-
tion statistics within the Department. The 17 percent utilization rate and almost
$1.4 billion not being tracked is troubling.

Response: OALC’s internal review does not support the 17 percent utilization
rate, and as a result, we cannot discuss its legitimacy.

OALC tracks monthly metrics including eCMS Award Dollar Value, which cor-
responds most closely for the data matching analysis the OIG performed to assess
eCMS usage. This monitors cumulative obligation figures, mapping the throughput
of dollar awards in eCMS. For Fiscal Year 2011 (through April), this measure shows
$5.98 billion in total cumulative dollar awards. OALC targeted $12 billion in total
eCMS usage for FY 2011.

For comparison, the following chart shows similar measures for prior fiscal years:

Fiscal Year eCMS Award Dollar Value at Year-End
2008 $5.4 billion
2009 $8.6 billion
2010 $11.6 billion

VA concurs in the need for valid and reliable metrics to track eCMS use. Accord-
ingly, VA relies on transactional statistical data such as eCMS award dollar value
to provide statistics suitable for year-over-year comparison, to track progress. How-
ever, VA also concurs in the need for qualitative reviews to provide information use-
ful for the HCAs and supervisors so they may take appropriate corrective action,
even though the results of such qualitative reviews may not be produced in statis-
tical form.
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VA will develop a report that can be used proactively by acting Chief Acquisition
Officer HCAs in ensuring eCMS usage. This report could be used to update the Sub-
committee upon request. The first report can be provided within 30 days after the
end of the 4th qtr FY 2011.

O
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