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Dear Dr. Gandhi:

Enclosed is the final report summarizing the results of the Office of the Inspector General’s
Audit of Contracting and Procurement Operations at the Office of the Chief Financial
Officer (OIG Project No. 08-1-26 AT).

As a result of the audit, we directed nine recommendations to the Office of the Chief
Financial Officer (OCFO) for necessary actions to correct the described deficiencies. OCFO
provided a written response to a draft of this report on May 7, 2013. OCFO agreed with all
of the recommendations and provided detailed plans to implement them. However, OCFO
did not provide us with a planned completion date for Recommendation 9. Therefore, we
request that OCFO provide us with a completion date for Recommendation 9 by

September 23, 2013.

The complete text of OCFQO’s response is included at Exhibit B. We appreciate the
cooperation and courtesies extended to our staff during this audit. If you have any
questions, please contact me or Ronald W. King, Assistant Inspector General for Audits,
at (202) 727-2540.
Sincerely,

ughby

Charles J. Wi
Inspector General

CJIWirs
Enclosure

cc: See Distribution List

717 14™ Street, N.W., Washington, D.C. 20005 (202) 727-2540
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EXECUTIVE DIGEST

OVERVIEW

The Office of the Inspector General (O1G) has completed its Audit of Contracting and
Procurement Operations at the Office of the Chief Financial Officer (OCFO), OIG No. 08-1-
26AT. This is the second of three reports addressing procurement practices at the OCFO.
We plan to issue a third report that will focus on legal contracts awarded by the OCFO.

Our audit objectives were to: (1) determine the efficiency and effectiveness of contracting
and procurement operations at OCFO; and (2) assess the effectiveness of internal controls
and adherence to applicable laws and regulations.

PERSPECTIVE

The OIG issued an engagement letter on June 24, 2008, to commence the “Audit of
Contracting and Procurement Operations at OCFO.” However, due to a shortage of
personnel, the audit was delayed until March 23, 20009.

During the early stages of the audit, we determined that the contract selection and award
process for the fiscal year (FY) 2008 inventory of capitalized assets did not fully comply
with D.C. procurement regulations. Specifically, the OCFO contracting officer did not
perform a full price analysis to determine price reasonableness, even though the contractor
selected for award submitted a bid price that was more than double the bid prices from the
other two responsive bidders.

As aresult, the OIG issued a Management Alert Report (MAR No. 10-A-2) to the CFO on
July 16, 2010, recommending that the OCFO Office of Contracts (OC) decline to exercise the
last three option years of contract # CFOPD-08-B-032 and issue a new Invitation for Bids for
inventory services. The OCFO took immediate action and issued a new solicitation and, on
July 19, 2010, awarded a contract for the FY 2010 inventory that will save the District about
$1.2 million over a 3-year period. Subsequently, the OIG issued a final report entitled
“Report on the Contract for the Inventory of the Capital Assets of the District of Columbia
(OIG No. 08-1-26AT (a))” on December 16, 2010.

We resumed our audit of OCFO contracting operations on October 3, 2011." During the
audit, OC officials and staff were cooperative and professional and willing to correct
identified deficiencies. Additional procurement resources should improve operations at OC.

! The auditor was reassigned to another audit from December 17, 2010 - October 3, 2011.
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CONCLUSIONS

The OC did not fully comply with Title 27 DCMR provisions when awarding contracts for
services. Specifically, OC did not perform a required cost analysis to determine the cost
reasonableness for 4 of 11 contracts reviewed. These four contracts totaled $9.4 million.?
Each contract was in excess of $500,000. The OC also did not adequately establish prices for
an office supply contract awarded in the amount of $350,000. Further, OC did not provide
adequate justification to use the single available source (sole source) method of procurement
for 2 of 11 contracts. One contract was for a systems analyst and the other was for actuarial
services. Additionally, seven contract modifications totaling $645,955 were made during the
base year * to expand the scope of the four contracts. Three of four were firm-fixed-price
type contracts.”®

We discussed these conditions with OC officials who informed us that the required cost
analyses were not performed because of a lack of resources. The officials also informed us
that due to fluctuating prices for office supplies, base prices for core products were not
established in the contract, prior to the award. Officials further informed us that the sole
source contracts were awarded to two firms due to their extensive knowledge of District
government operations. The modifications were attributed to an inadequate Scope of Work
(SOW) and, in some instances, deliverables that were not clearly defined.

As a result of not performing the required cost analyses, OC exposed the District to the risk
of higher and/or unreasonable contract prices for all negotiated contracts awarded in excess
of $500,000. Without properly establishing prices prior to the award of the office supply
contract, OCFO could not ascertain whether the District received the 65% discount stipulated
in the contract. The sole source contracts that OC awarded also may have prevented the
District from obtaining services at the most reasonable or economical prices. Additionally,
contract modifications due to an inadequate SOW can lead to cost overruns and inefficient
spending.

OC also did not fully comply with all Title 27 DCMR requirements for administering
contracts. We determined that 2 of the 11 contracts had not been monitored properly by the
Contracting Officer’s Technical Representative (COTR)® assigned to the contract. For one
contract (the office supplies contract), the CA did not adequately perform all duties required
of a CA.

2 The total for all 11contracts awarded was $10,513,148.

® The total for the 11contracts ($10,513,148), including base year modifications ($645,955), was $11,159,103.
* A firm fixed price contract shall provide for a price that is not subject to any adjustment on the basis of the
contractor’s cost experience in performing the contract.

® The term COTR has been replaced by CA (Contract Administrator).
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For the other contract, which was awarded in the amount of $6 million, the CA was unaware
of her duties and responsibilities regarding required contract deliverables. We believe that
the CA was unaware because she did not provide us any documentation to support her
monitoring efforts, upon request. Also, she could not explain to us what specific deliverables
were required per the contract; and was not familiar with contract terms and conditions
related to the deliverables.

During interviews with the CAs assigned to the two contracts, each stated that one of their
duties as a CA was reviewing invoices. However, one admitted that she did not review the
vendor’s invoices prior to payment issuance and the other CA exhibited a general lack of
understanding of her CA duties. As a result of not reviewing all of the invoices, the District
may have paid higher prices than what was necessary. Also, the CA who was unaware of the
duties and responsibilities for required contract deliverables placed the District at risk for
paying for goods and services not actually received.

Finally, OC did not accurately account for all contracts awarded and the current value of each
contract for the period covered by our audit. This condition occurred because OC did not
employ an automated inventory management system to capture contracting activity and
contract numbering was not always sequential. Weak internal controls can result in
inefficient operations and lead to fraud, waste, and abuse.

SUMMARY OF RECOMMENDATIONS
We directed nine recommendations to the OCFO. The recommendations focus on:

= Complying with Title 27 DCMR requirements for awarding and administering
contracts.

= Complying with the requirement established in 27 DCMR § 1202.2° to maintain all
relevant supporting documentation in the contract file.

= Establishing standard operating procedures and identifying key controls over
OCFO OC procurement processes.

= Establishing procedures in accordance with 27 DCMR § 1623.1 to develop an
estimate of proper price level of the supplies or services to be purchased.

Prior to completion of our audit, three provisions contained in Title 27 of the DCMR
specifically related to our findings and recommendations were repealed, and one was
amended. Although, these actions were taken by the Council of the District of Columbia

® This criteria was in effect during our audit. The criteria was repealed on December 23, 2011.
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(Council), we strongly believe that certain provisions should be reinstated to provide the
necessary controls over procurement transactions. In this regard, we are planning to issue a
management implication report to all District agencies, which will recommend that the
Director of OCP coordinate with the Council to have certain repealed and amended
provisions of Title 27 of the DCMR reinstated.

A summary of the potential benefits resulting from the audit is shown at Exhibit A.
MANAGEMENT RESPONSES AND OIG COMMENTS

On May 7, 2013, OCFO provided a written response to a draft of this report. OCFO agreed
with all of the recommendations and provided detailed plans to implement the
recommendations. OCFO plans include conducting internal training sessions on proper
price and cost analyses, scope of work requirements, and proper execution of required D&Fs.
OCFO also, in conjunction with the Office of the Chief Information Officer, plans to
establish an inventory control and electronic contract filing system with an estimated
completion date of fall 2013.
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INTRODUCTION

BACKGROUND

The mission of the Office of the Chief Financial Officer (OCFO) is to enhance the fiscal and
financial stability, accountability, and integrity of the District of Columbia government. The
OCFO organization consists of: Central Financial Operations; Agency Financial Operations;
Chief Financial Officers for Independent Agencies; and an Executive Support Branch. The
Executive Support Branch consists of: the Agency Chief Information Office; the General
Counsel; Integrity and Oversight; Management and Administration; the Public Affairs Office;
The Senior Advisor for Economic Development Finance; and the Senior Policy Advisor.

The OCFO is managed by a Chief Financial Officer (CFO), who is responsible for oversight and
direct supervision of the financial and budgetary functions; and operating and maintaining a
coordinated financial management system to budget, collect, control, and properly account for
more than $7 billion in annual operating and capital funds. The CFO is also responsible for
preparing the city’s annual budget, representing the District in the federal appropriations process,
and monitoring budget performance during the fiscal year.

Further, the CFO is responsible for borrowing on behalf of the District, collecting receipts,
payments, and transactions for the District, and investing the city’s funds. In addition, the CFO
administers and enforces the District’s tax laws, collects revenue for the city, and records deeds
and other written instruments affecting a right, title, or interest in real or personal property in the
District.

Within the OCFO’s Management and Administration is the OCFO Office of Contracts (OC).
The OC is responsible for bidding, evaluating, awarding, and managing all procurements
(including small purchases) and contracts on behalf of the OCFO. These activities are conducted
in accordance with the District of Columbia Procurement Practices Act (PPA) the District of
Columbia Procurement Practices Reform Act (PPRA) effective April 8, 2011, Title 27 of the
District of Columbia Municipal Regulations (DCMR), and the Office of the Chief Financial
Officer Procurement Regulations.

Title 27 DCMR, Contracts and Procurement, prescribes the cost and price requirements and
policies and procedures for negotiated prime contracts (including subcontracts) and contract
modifications, including modifications to contracts awarded by sealed bidding. The PPRA
established statutory provisions for the procurement of goods, services, and construction in the
District. The PPRA also regulates the use of sole source procurements along with many other
aspects of the procurement process.

OC is independent of the District Office of Contracting and Procurements. At the time of the
audit, the OC consisted of one Director, one Supervisory Contract Specialist, two Contract
Specialists, one Contracting Officer Technical Representative (COTR) (see footnote 5), and three
administrative support personnel, totaling eight full-time employees.
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OC ORGANIZATION CHART
Director
I
| |
** Supv. Contract COTR
Specialist
I
I [ [ I I

Contract Contract Support Support Support
Specialist Specialist Personnel Personnel Personnel

** Prior to completion of the audit, OC hired an additional
Supv. Contract Specialist

According to information provided by OC officials, duties of the OC include issuing contracts,
providing CA training, responding to Freedom of Information Act requests, briefing the City
Council on contract actions, handling vendor disputes in accordance with District of Columbia
statutes, attending program office monthly meetings, responding to vendor requests for
briefings on solicitations, oversight of the award and execution of OCFO contracts, acting as
the Local Small Disadvantaged Business Enterprises liaison between OCFO program offices
and the Department of Small and Local Business Development, and providing program office
staff training on small purchases, procurement card policies, contract development
administration and execution.

During fiscal years (FYs) 2008, 2009, 2010, and 2011, the OC awarded 127 contracts with a
base value totaling over $160 million. According to the Director of OC, the office provides
contracting services and support to approximately 16 OCFO offices including the Office of Tax
and Revenue, Office of Finance and Treasury, Office of Financial Operations and Systems,
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D.C. Lottery and Charitable Games Control Board (DCLB), Office of the Chief Information
Officer, and Office of Integrity and Oversight.

Responsibilities of the Director of OC. Title 27 DCMR § 1003.1 states, “A contracting
officer shall be authorized to enter into, administer, and terminate contracts....”

In addition, 27 DCMR §§ 1003.5% and 1003.6° state: “A contracting officer shall ensure that
contractors receive impartial, fair, and equitable treatment in accordance with the Act and this
title;” and a contracting officer shall “[r]equest and consider the advice of specialists in
auditing, law, engineering, transportation, and other fields when necessary or appropriate to the
exercise of the contracting officer’s authority.”

The Director of OC (who serves as the OCFO’s Chief Contracting Officer) informed us that he
is responsible for all of the agency’s procurement functions, including:

e advising senior staff on procurement issues;

e providing recommendations on how OCFO procurements must be conducted in
accordance with the PPRA and DCMR;

e planning, directing, and managing activities of the OCFO OC and its staff; and

e overseeing a complete range of government contracting activities such as acquisition
planning, contract negotiations, evaluation of proposals, and post award activities.

The Director of OC also serves as a liaison to establish, develop, and maintain effective
working relationships with senior OCFO staff, other District agencies, and vendors.

OBJECTIVES, SCOPE, AND METHODOLOGY

The overall objectives of the audit were to: (1) determine the efficiency and effectiveness of
contracting and procurement operations at OCFO; and (2) assess the effectiveness of internal
controls and adherence to applicable laws and regulations.

To accomplish our objectives, we conducted interviews and held meetings and discussions with
OC officials, as well as various OCFO program officials, to obtain a general understanding of
the process for awarding and administering contracts. We judgmentally selected for review
25 of 127 contracts that OC awarded during FY's 2008 through 2011, and we interviewed the
CAs assigned to monitor the remaining 11 contracts to determine the extent of their monitoring
efforts.

" This criteria was in effect during our audit. The provision was changed to § 1004.1 on December 23, 2011.

® This criteria was in effect during our audit. The provision was changed to § 1004.2(d) on December 23, 2011.
® This criteria was in effect during our audit. The provision was changed to § 1004.2(e) on December 23, 2011.
1% Fourteen of 25 contracts were for legal services. The results of the review of those 14 contracts will be
discussed in a separate audit report.
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Further, we reviewed selective billing records for two contracts awarded in the amounts of
$350,000 and $6 million. We met with the contractor who was awarded the $350,000 office
supply contract to obtain an explanation of the contract pricing structure. We also reviewed the
documentation relative to deliverables received for the $6 million contract for lottery
advertisement services. Finally, we performed an inventory of contracts and developed a
spreadsheet to determine the total number and value of contracts awarded by the OC in FY's
2008 through 2011.

We obtained computer-processed data in the form of an Excel spreadsheet from OC showing

contract number, vendor name, award date, and contract value. We compared the information
shown on the spreadsheet to the information maintained in the OC contract files to validate the
data. The information from the spreadsheet agreed with the information contained in the files.

This performance audit was conducted in accordance with Generally Accepted Government
Auditing Standards (GAGAS). These standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusions based on our audit objectives.
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FINDING I: CONTRACT AWARD

SYNOPSIS

The OC did not fully comply with all Title 27 DCMR provisions when awarding contracts for
services. Specifically, OC did not perform a required cost analysis to determine the cost
reasonableness for 4 of 11 contracts reviewed. The four contracts totaled $9.4 million. Each
contract was in excess of $500,000. OC also did not adequately establish prices for an office
supply contract awarded in the amount of $350,000. Further, OC did not provide adequate
justification to use the sole source method of procurement for 2 of 11 contracts. One contract was
for a systems analyst and the other was for actuarial services. Additionally, seven contract
modifications totaling $645,955™ were made during the base year to expand the scope of the four
contracts. Three of the four were firm-fixed-price type contracts.

We discussed these conditions with OC officials who indicated that the required cost analyses were
not performed because of a lack of resources. The officials also informed us that due to fluctuating
prices for office supplies, base prices for core products had not been established in the contract prior
to award. Officials further informed us that the sole source contracts were awarded to two firms
due to their extensive knowledge of District government operations. The modifications were
attributed to an inadequate SOW and, in some instances, contract deliverables that were not clearly
defined.

As a result of not performing the required cost analyses, OC exposed the District to the risk of
higher and/or unreasonable contract prices for all negotiated contracts awarded in excess of
$500,000. Without properly establishing prices prior to the award of the office supply contract,
OCFO could not ascertain whether the District received the 65% discount stipulated in the contract.
The sole source contracts that OC awarded may also have prevented the District from obtaining
services at the most reasonable or economical prices . Additionally, contract modifications due to
an inadequate SOW can lead to cost overruns and inefficient spending.

DISCUSSION

Cost Price Reasonableness. A cost analysis includes procedures used to evaluate the
reasonableness of contract prices. The objective of a cost analysis is to ensure that the final agreed-
to contract price is fair and reasonable. Our review showed that 4 of 11 contracts awarded did not
have the required cost analysis performed (see Table 1 below). The four contracts totaled
approximately $9 million.

1 The total for all 11contracts ($10,513,148), including base year modifications of $645,955, was $11,159,103.
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The contract files should contain evidence of a cost reasonableness determination to avoid any
potential overpricing to the District. We also noted that the contract files did not include sufficient
documentation to support OC’s assertion that an “informal analysis” was conducted.

Table 1. Schedule of Contracts Selected for Review

Contract Description Award
Number Amount
11-C-018 Office Supplies $350,000
11-C-020 Voice Response System $207,988
11-C-053 Dodge Mini Vans for DCLB* $113,948
09-C-014** Retirement Consulting Services $900,000
11-C-007 Controlled Disbursement $85,036
11-C-019** Lottery Advertisement $6,000,000
11-C-030 Actuarial Services $40,000
11-C-035 Temp Support, Recorder of Deeds $202,096
10-C-017** Alias Matching Services $500,000
10-C-019** Universal Collection Services $2,000,000
10-C-060 System Analyst Services $114,080
Total 11 $10,513,148

* D.C. Lottery and Charitable Games Control Board
** No cost analysis performed (for 4 contracts that totaled $9,400,000).

At the time these contracts were awarded, the D.C. Code and DCMR set forth criteria that defined
the procedures for acquiring goods and services for the District using competitive sealed proposals.
To that end, 27 DCMR § 1626.1" stated, “The contracting officer shall be required to perform a
cost analysis in either of the following circumstances: (a) The award of any contract in excess of . . .
[$500,000]; or (b) The modification of any contract when the modification exceeds . . .
[$500,000].”

On January 22, 2013, the Chief Procurement Officer (CPO) repealed the requirement of § 1626.1 of
Title 27 DCMR primarily because the Procurement Practices Reform Act (PPRA) of 2010, D.C.
Law 18-371, effective April 8, 2011 (codified at D.C. Code 8§ 2-351.01 — 362.03 (2011)),

12 This criteria was in effect during our audit. The criteria as well as the entire section was repealed on February 1,
2013.
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eliminated the cost/pricing data submission requirement in D.C. Code § 2-303.08(a) (2006), which
were necessary to perform cost analyses.

However, Section 419 of the PPRA states that:

(@) A contracting officer may request factual information reasonably available to the
contractor or prospective contractor to substantiate that the price or cost offered, or some
portion of it, is reasonable.

(b) The CPO shall establish a process for determining the reasonableness of prices.
The updated 27 DCMR § 1642.2 states:

The contracting officer may request factual information reasonably available to the offeror
to substantiate that the price or cost offered, or some portion of it, is reasonable, if:

(a) The price is not:

(i) Based on adequate price competition;
(i) Based on an established catalogue or market prices; or
(iii) Set by law or regulation; or

(b) The price or cost exceeds an amount established by law or regulation.

Discussion With OC Officials Pertaining to Cost Reasonableness. OC officials indicated that they
do not have the personnel resources to maintain a robust price reasonableness function. The
officials described price reasonableness as a function that takes expertise in a broad range of
commodities and services, as well as analytical expertise developed through training over time.

The officials also believe that they accomplish the requirement of price reasonableness by utilizing
an “informal analysis” that consists of a combination of documented competition in the marketplace
as demonstrated through the bidding process, review of historical data, and reliance on input from
OCFO program offices.
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Establishing Prices for Office Supplies Contracts. OCFO OC did not adequately establish prices
for an office supply contract that was awarded in the amount of $350,000. As a part of our audit,
we reviewed contract number CFOPD-11-C-018 for office supplies, which was awarded in
December 2010. We noted that Section B.1 of the contract indicated that the vendor would give
OCFO a 65% discount for the price of catalog items during the term of the contract (base year and
four one-year options).

We reviewed the catalog in an effort to verify and ascertain the discount price for selected items.
We noted that the price for every item in the catalog had a line drawn through it and each page had
a notation (at the bottom of the page) that prices are subject to change. Therefore, we could not
determine the base or discount price for any of the items listed in the catalog and concluded that
catalog item prices had not been established.

Title 27 DCMR § 1623.1" states, “Before issuing a solicitation, the contracting officer shall
develop an estimate of the proper price level of value of the supplies or services to be purchased.”
On February 1, 2013, the CPO amended the requirement of § 1623.1 of Title 27 DCMR. The
updated 27 DCMR 8 1641.1 states...”the contracting officer may enter into price negotiations with
the offeror with the intent of agreeing on a fair and reasonable price.”

Discussion With OC Officials Pertaining to Establishment of Prices. We informed OC officials that
based upon a limited review of invoices; we noted some incorrect billings and had concerns as to
whether the OCFO received the contract stipulated 65% discount. During subsequent meetings, we
informed officials of the need to establish base prices for catalog items. OC officials agreed with
our conclusion that base prices should have been established prior to the award of the contract and
told us of their plans not to exercise the remaining three option years of the contract. This issue will
be discussed in more detail in Finding 2 of this report.

Sole Source Awards. OC officials did not provide adequate justification to use the sole source
method of procurement for 2 of 11 contracts. Both contractors were considered as a single
available source. One contract was for a systems analyst and the other was for actuarial services.
Sole source procurement is achieved when a single available source is used to fulfill the
requirements of a contract or when a single source is found to be the most advantageous to the
District government for the purpose of contract award.

Title 27 DCMR § 1700.2™ stated, in part:
In each instance where the sole source or emergency procurement

procedures set forth in this chapter are used, the contracting officer
shall do the following (a) Prepare a written determination and

3 This criteria was in effect during our audit. The provision was changed to § 1641.1 on February 1, 2013, and the
requirement was eliminated.
1 This criteria was in effect during our audit. The provision was amended on July 27, 2012.
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findings (D&F) justifying the procurement which specifically
demonstrates that procurement by competitive sealed bids or
competitive sealed proposals is not required by the provisions of the
Act or this title. . . .

Title I, PPRA, § 104 (28) defines “Determinations and Findings” (D&F) as “a form of written
approval and detailed explanation as a prerequisite to taking certain contract actions, including the
rationale for the method of procurement, the selection of contract type, contractor selection, and the
basis for contract price.” The updated 27 DCMR 8 1700.2 still requires the contracting officer to
prepare a D&F justifying the use of sole source procurements.

Also, 27 DCMR § 1702.2"° stated:

When determining whether there is only one (1) source for the
requirement, the contracting officer (and, for procurements over
twenty-five thousand dollars ($25,000) the Director) shall consider
whether there is a reasonable basis to conclude that the District’s
minimum need can only be satisfied by the supplies, services, or
construction proposed to be procured, and whether the proposed sole
source contractor is the only source capable of providing the required
supplies, services, or construction.

Finally, 27 DCMR § 1705.2 (f)'° stated, “Each sole source D&F shall include the following: An
explanation of the proposed contractor’s unique qualifications or other factors that qualify the
proposed contractor as a sole source for the procurement.”

Our review of the OC contract files revealed that the D&Fs written by the Contracting Officer for
the two sole source contracts indicated that each contractor was the only source for the specified
service. However, we believe that actuarial and systems analyst services were provided by many
different vendors.

Discussion With OC Officials Pertaining to Sole Source Award Justifications. We reviewed the
D&Fs for the two sole source contacts and noted that the D&Fs were not properly written to justify
the procurement method used (single available source). We told OC officials that the D&Fs needed
a more detailed explanation of the basis for selecting the two vendors. In response, OC officials
rewrote both D&Fs in March 2012 for contracts that were awarded in September 2010 and January
2011, presenting a more detailed explanation for selecting both contractors.

15 This criteria was in effect during our audit. The provision was amended on July 27, 2012, and now pertains to
emergency procurements.
18 This criteria was in effect during our audit. The provision was repealed on July 27, 2012.
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We reviewed the rewritten D&Fs and concluded that although the documents provided more
information regarding the basis for selecting the vendors, the D&Fs still did not adequately justify
the procurement method used. When using a single available method, the vendor selected must be
the only supplier of those goods or services.

Contract Modifications. Seven contract modifications totaling $645,955 were made during the
base year to expand the scope of four contracts. The modifications are discussed in more detail
below.

Contract Number CFOPD-10-C-060. Three contract modifications were made for systems analyst
services, where the work performed was outside of the scope of the original contract. Further, OC
officials did not maintain documentation in the contract files to support the modifications but they
were able to provide us a detailed explanation from the contractor for the work performed. From a
review of this information, we determined that the modifications for additional work, in general,
were for services needed by a different OCFO program office (Office of Tax and Revenue (OTR))
than the one noted in the SOW Section of the original contract (Office of Financial Operations and
Systems).

In particular, the description of the work to be performed was different. The description on the
contract modification form was vague and generally described solving problems related to SOAR.
However, the contractor’s description of the work to be performed involved a Liability Offset
System that OTR needed to meet United States Treasury deadlines. The three modifications totaled
$124,000, while the original contract amount was $114,080, bringing the total contract value to
$238,080 (see Table 2, Schedule of Contract Modifications, on the next page). We believe that in
this particular instance, the three modifications represent a new procurement, via sole source, which
should have been opened for bid, because the work performed was different than what was
originally contracted for.

Discussion With OC Officials Pertaining to Modifications. We discussed this matter with OC
officials, who agreed with our conclusions that the scope of work for this contract was inadequate
and contract deliverables were not clearly defined. OC officials also told us that lines of
communication need to be improved between CAs and contracting officers with respect to contract
changes. In this regard, the contracting officer told us that the remaining option years of contract
CFOPD-10-C-060 were not exercised and that the contract expired on September 30, 2012.

Contract Number CFOPD-11-C-018. A contract modification was made in the amount of
$300,000 to increase the contract ceiling for a basic ordering agreement for an office supplies
contract in which the original amout of the contract was $350,000. We question the necessity of the
modification because there was no documentation to support the modification.

Although a basic ordering agreement, Section B.3 Contact Ceiling states, “The contract ceiling shall
not exceed $350,000” and Section B.4 Contract Type states, “This shall be a Not to Exceed Basic

10
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Ordering Agreement.” Also, as will be discussed in Finding 2 of this report, OCFO OC
experienced billing issues related to the administration of this contract. Therefore, we conclude that
a modification that almost doubled the contract price may not have been in the District’s best
interest.

Contract Number CFOPD-11-C-019. Two contract modifications totaling $214,850 were made to
expand the scope for a D.C. Lottery and Charitable Games Control Board advertisement contract.
One modification for $14,850 increased the number of fixed hours for the retainer fee from 240 to
350 hours. The other modification for $200,000 added funds for the television draw and
broadcasting services and to provide financial support for the next contract period. However, no
justification was provided for the increase in retainer fee hours. In respect to the television draw
and broadcasting services, we believe that costs should have been included in the original contract.

Contract Number CFOPD-11-C-030. A contract modification for $7,185 was made to add funds to
an actuarial services contract to cover costs associated with the “Roll Forward Valuation” of post-
employment benefits. We believe that the costs should have been included in the original contract,
which should have covered all costs associated with the valuation of employee benefits.

Title 27 DCMR § 1210.5" stated, “Procurement planning shall begin as soon as the agency need is
identified, preferably well in advance of the fiscal year in which the contract award is necessary....”
In addition, given that this was a contract for expert/consulting services, the contract was not
subject to modification. Title 27 DCMR § 1901.9 states, “[a] contract for expert or consulting
services shall not be extended by modification. When additional services are required, a new
contract shall be awarded subject to the requirements and limitations of this section.”

7 This criteria was in effect during our audit. The provision was repealed on December 23, 2011.
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Table 2. Schedule of Contract Modifications

ORIGINAL
CONTRACT CONTRACT [IMODIFICATION MODIFICATION
NO. AMOUNT NO. DATE AMOUNT

CFOPD-10-C-060 $114,080.00 1 4/5/2011 $70,920.00
2 6/24/2011 $28,000.00

3 9/8/2011 $25,000.00

CFOPD-11-C-018 $350,000.00 1 9/29/2011 $300,000.00
1 7/28/2011 $14,850.00

CFOPD-11-C-019| |$6,000,000.00 2% 9/19/2011 $0.00
3 10/17/2011 $200,000.00

1** 4/7/2011 $0.00

CFOPD-11-C-030 $40,000.00 2 7/28/2011 $7,185.00
TOTAL $645,955.00

*For contract #CFOPD-11-C-019 — Modification #2 was a no cost modification.
**For contract #CFOPD-11-C-030 — Modification #1 was a no cost modification.

Conclusion. Our review of the 11 contracts that OC awarded disclosed instances of non-

compliance with Title 27 DCMR requirements for performing cost analyses to substantiate cost
reasonableness of the contractor’s offer, awarding sole source contracts, establishing prices, and
executing contract modifications.

RECOMMENDATIONS:

We recommend that the Chief Financial Officer, Office of the Chief Financial Officer:

1. Follow established procedures in accordance with 27 DCMR § 1642 when required to

determine cost reasonableness.

12
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OCFO RESPONSE

OCFO agreed with the recommendation, offered clarification, and summarized procedures currently
used to determine cost reasonableness.

OIG Comment
The OIG considers OCFQ’s actions to be responsive to meet the intent of the recommendation.

2. Follow established procedures in accordance with 27 DCMR § 1641.1 to enter into price
negotiations with the offeror with the intent of agreeing on a fair and reasonable price.

OCFO RESPONSE

OCFO agreed with the recommendation, offered clarification, and summarized procedures currently
used for price negotiations.

OIG Comment
The OIG considers OCFQ’s actions to be responsive to meet the intent of the recommendation.
3. Follow established procedures in accordance with 27 DCMR § 1700.2 for sole source
determinations to ensure that the proposed sole source contractor is the only source capable
of providing the required supplies, services, or construction.

OCFO RESPONSE

OCFO agreed with the recommendation and on April 3, 2013, implemented an internal policy
related to the execution of sole source procurements.

OIG COMMENT
The OIG considers OCFO’s actions to be responsive to meet the intent of the recommendation.

4. Follow established procedures covering contract modifications to ensure that contracts
contain an adequate scope of work with clearly defined deliverables.

13
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OCFO RESPONSE

OCFO agreed with the recommendation and advised us that they are currently following established
procedures and will continue conducting internal training related to scope of work requirements.

OIG Comment
The OIG considers OCFQ’s actions to be responsive to meet the intent of the recommendation.

5. Ensure compliance with the requirement established in 27 DCMR § 1204.1 for maintaining
documents.

OCFO RESPONSE

OCFO agreed with the recommendation, offered clarification, and provided details on procedures
currently used to ensure that contract files are properly maintained.

OIG Comment
The OIG considers OCFQ’s actions to be responsive to meet the intent of the recommendation.

6. Ensure that D&Fs are written to adequately justify the procurement vehicle used.
OCFO RESPONSE
OCFO agreed with the recommendation and offered clarification. In the clarification, OCFO
advised us that they currently ensure that D&Fs are written to adequately justify the procurement
vehicle used and will continue to conduct internal training and professional development of staff.

OIG Comment

The OIG considers OCFQ’s actions to be responsive to meet the intent of the recommendation.
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FINDING II: CONTRACT ADMINISTRATION

SYNOPSIS

OC did not fully comply with all Title 27 DCMR requirements for administering contracts. We
determined that 2 of the 11 contracts reviewed had not been monitored properly by the CA assigned
to the contract. For one contract for office supplies, the CA did not adequately perform all duties
required of a CA. For the other contract, which was awarded in the amount of $6 million, the CA
was unaware of her duties and responsibilities regarding required contract deliverables.

During interviews with the CAs assigned to the two contracts, one admitted that the vendor’s
invoices had not been reviewed prior to payment issuances. The other CA exhibited a general lack
of understanding of CA duties. As a result of not reviewing all of the invoices, the District may
have paid higher prices for office supplies than necessary. Also, the CA who was unaware of the
duties and responsibilities for required contract deliverables placed the District at risk for paying for
goods and services not actually received.

DISCUSSION

Monitoring Contractor Performance. Both the contacting officer and the CA assigned
to each contract have certain responsibilities to ensure that the District receives the
deliverables prescribed by the contract.

According to 27 DCMR § 4000.1:

The contracting officer shall ensure that the supplies, services, or
construction procured under each District contract conform to the quality
and quantity requirements of the contract, including inspection,
acceptance, warranty, and any other measures associated with quality
assurance.

Further, 27 DCMR § 4001.1(b) states:
The using agency, or the individual(s) responsible for contract
administration in the case of a term contract, shall do the following... (b)

Perform all actions necessary to verify whether the supplies, services, or
construction conform to contract quality requirements.
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Also, 27 DCMR 8§ 4001.2 (a) states, “The using agency shall maintain, as part of the performance
records of the contract, suitable records reflecting the following: (a) Contract quality assurance
actions, including, when appropriate, the number of observations made ....”

Interviews With CAs. As a part of the audit, we interviewed each CA assigned to the 11 selected
contracts and asked each to provide documentation to support their monitoring efforts. The
interviews focused mainly on their duties and responsibilities as a CA. Based upon the interviews,
we determined that for 9 out of 11 contracts, the CAs provided sufficient documentation to support
their monitoring efforts. However, for the remaining 2 contracts, the CAs could not provide us with
evidence of contract monitoring. Specifically, one CA told us that vendor invoices had not been
reviewed prior to payment'® and the other seemed unaware of the duties and responsibilities related
to contract deliverables.

We also discussed CA training with each CA, particularly the type and number of hours of training
they received prior to and during their assignment as CAs. Each CA consistently stated that they
had received little or no training, on-the-job training, or attended half day or whole day seminars
presented by OCP and OC. When we asked the Director of OC how much training each CA
received before their assignment as CA, the Director of OC advised us that his office provides 8
hours of training, along with training materials.

Review of Invoices for CFOPD-11-C-018. We performed a review of an office supply contract
awarded in the amount of $350,000. The contract was for 5 years with a base year and 4 one-year
options. Section B.1 of the contract indicates that the District will receive 65% off the price of
catalog items during the term of the contract. Our review was made to determine whether the
District was receiving the stipulated 65% discount as required in the contract. We judgmentally
selected invoices for the month of May 2011 through August 2011 for review.

We chose 20 items from the invoices dated from May 2011 through August 2011 to calculate
and/or determine (catalog price less 65%) whether the District was billed the correct amount by the
contractor. After review of the 2011 catalog prices for the 20 items, we determined that the District
was improperly billed for 13 items*® and did not receive a 65% discount on these items. The
differences in the invoiced amount and the catalog price less the 65% discount are shown in Table 3
on the next page. The other seven items were not found in the FY 2011 catalog.

'8 The current CA was assigned to this particular contract 1 year after the award date.
19 One item was billed twice on separate invoices (the item was ordered for two separate OCFO offices; i.e., 11 items
billed once and 1 item billed twice).
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Table 3. CFOPD-11-C-018 - Review of Selected Invoices

Invoice Invoice Item Product Catalog | OCFO | Amount Amount

Number Date Description Number Price | Price®® | Billed | Overbilled®

102858l 5/17/2011 | Brother Toner TN460 $95.49 $33.42 $77.49 $44.07
HP Laserjet

1028051 5/9/2011 | Cartridge CB540A $109.15 $38.20 $91.66 $53.46
HP Toner

1028051 5/9/2011 | Cartridge Q2612D $193.23 $67.63 | $166.79 $99.16

1028051 5/9/2011 | HP Laser Drum Q3964A $253.76 $88.82 | $207.62 $118.80
HP Color
Laserjet 4700

1028051 5/9/2011 | Black Q5950A $273.94 $95.88 | $237.43 $141.55
3M Post-It
Assorted Small MMM-

1034951 8/18/2011 | Flags ValuPak 683VAD1 $13.76 $4.82 $10.79 $5.97
Pocket File,
Letter 3.5"

1034981 8/18/2011 | Expand, RD BSN-65791 $61.82 $21.64 $27.29 $5.65
Laminator,
Ultima 35,

103498l 8/18/2011 | BEGY GBC-1701680 | $747.09 | $261.48 | $608.45 $346.97
HP Cartridge,
Laser, F/4700,

1032841 7/20/2011 | BK HEW-Q5950A | $273.94 $95.88 | $198.99 $103.11
HP Cartridge,
Laser, F/4700,

1032841 7/20/2011 | MA HEW-Q5953A | $389.52 | $136.33 | $282.99 $146.66
HP Cartridge,
Laser Jet, 9000

1032841 7/20/2011 | SRS HEW-C8543X | $424.81 | $148.68 | $299.99 $151.31
Hanging File
Folders, Letter,

1032841 7/20/2011 | 1/3" Green SMD-64035 $32.10 $11.24 $13.99 $2.76
Post-It Flag MMM-

1032841 7/20/2011 | Signature set 684AST1 $5.30 $1.86 $3.99 $2.14

2 OCFO Price column represents 65% off catalog price.
1 Amount Overbilled column represents difference in OCFO Price and Amount Billed to OCFO.
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Discussion With OC Officials Pertaining to Billing Issues. As previously stated, in August 2011
we informed OC officials of our concerns related to billings. At that time, the officials met with the
contractor to discuss the billing discrepancies. As a result of this meeting, OC officials and the
contractor developed a “cure notice” to address the billing issues. The “cure notice” stipulated that
all invoices must include unit price, applicable discount, and final cost for each item. Also, the
contractor will provide a current price list including updates if the prices change. More
importantly, the vendor will develop an OCFO specific website, which will contain core items that
reflect the 65% discount price.

Prior to issuance of this report, the contractor informed OC officials that based upon a review of
2011 list prices, a determination was made that discrepancies had occurred and the contractor plans
to credit OC $16,904. We did not review documentation related to the credit. However, as
previously stated in this report, OC indicated to us that it did not plan to exercise the last remaining
three option years of the contract.

However, due to base prices not being established in the contract and because all invoices were not
reviewed, it is uncertain whether the District received the 65% discount during the term of the
contract. As such, we believe that the OCFO should review all invoices/payments to the contractor
for office supplies to determine the extent of improper billing and recoup any amounts due to the
District.

Review of Deliverables for CFOPD-11-C-019. We performed a review of contract deliverables
for an advertisement services contract awarded in the amount of $6 million. The objective of our
review was to obtain supporting documentation for the delivery of specific contract items because,
as previously stated in this report, the CA was unaware of her duties and responsibilities related to
the contract.

Specifically, during our interview with the CA, we asked for documentation to support monitoring
efforts to ascertain whether the contract was administered properly. However, the CA did not
provide us with any document or information to confirm monitoring efforts. When we made
inquiries regarding specific contract deliverables, the CA was unfamiliar with the deliverables
specified in the contract.

Therefore, we requested the following contract deliverables as required by Section C.7, Contractor
Reporting Requirements, of the contract for review:

« Written quarterly status reports that indicate cumulative costs and direct labor hours
expended from the effective date of the contract through the end date of the report. These
reports shall outline the services provided and accomplishments for each assigned task.

e Monthly subcontractor payment and budget reconciliation reports.
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e All written reports regarding meetings and telephone conferences held with the OCFO
program office.

In order to provide the requested information, the CA forwarded our request to senior officials. The
CA did not know where in the agency the deliverables were maintained. Ultimately, the
information requested was provided to us by the Chief of Marketing. Because of the CA’s
uncertainty with respect to the required deliverables, we reviewed documentation to support
contract expenditures (invoices). We noted that all of the invoices we reviewed were approved by
the CA and the Chief of Marketing. Our review indicated that the specified deliverables were
submitted to the District as required by the contract.

However, program officials brought to our attention that direct labor hours expended (a contract
deliverable) were not required to be tracked because the contract costs were based on a fixed
monthly retainer fee, fixed media commissions, and cost reimbursements. Therefore, a contract
amendment was necessary to eliminate the provision requiring direct labor hours to be tracked (as a
deliverable).

Discussion With OCFO OC Officials Concerning Contract Monitoring. We discussed with OC
officials the issues of the CA’s duties and responsibilities and the error in the contract provisions
pertaining to tracking direct labor hours. OCFO OC officials immediately removed the CA and
also executed a contract modification to correct the error in the contract deliverables regarding the
tracking of direct labor hours.

Conclusion. Our review of 11 contracts that OC administered disclosed that 9 of the contracts had
been monitored properly. However, the remaining 2 contracts had not. Inadequate contract
monitoring places the District at a risk of paying for goods and services not actually received.
RECOMMENDATION

We recommend that the Chief Financial Officer, Office of the Chief Financial Officer:

7. Review and determine the extent of improper billing for the office supply contract and
recoup any amount due to the District.

OCFO RESPONSE

OCFO agreed with the recommendation and advised us that it determined the improper billing
amount owed to the District and the vendor issued the proper credit to the District.

O1IG COMMENT

The OIG considers OCFO’s actions to be responsive to meet the intent of the recommendation.
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FINDING I1l: INVENTORY OF CONTRACTS

SYNOPSIS

OC officials did not accurately account for all contracts awarded and the current value of each
contract for the period covered by our audit. This condition occurred because OC did not employ
an automated inventory management system to capture contracting activity and contract numbering
was not always sequential. OC officials also could not provide or identify key controls over the
award and administration processes and have not formalized standard operating procedures. Weak
internal control can result in inefficient operations and lead to fraud, waste, and abuse.

DISCUSSION

Inventory of Contracts. As a part of our audit, we requested and obtained a detailed listing of
contracts that OC awarded during FY's 2008 through 2011. We reviewed this information (which
was maintained on an Excel spreadsheets at OC) and determined that OC officials could not
account accurately for all contracts awarded and the current value of each contract. Therefore, we
performed an inventory to determine the total number and amount of contracts awarded and the
accuracy of related information. The results of our inventory are shown below.

Table 4. Inventory of Contracts
Number of
Contracts | Total Amount
Fiscal Year Description of Error Awarded | of Contracts

Contract | Award | Vendor | Award

Number Date Name | Amount
2008 0 1 0 0 36 $49,603,398
2009 0 2 0 4 21 $14,063,286
2010 0 10 0 4 32 $58,680,438
2011 1 12 0 4 38 $38,431,265
TOTALS 1 25 0 12 127 $160,778,387
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We compared the information contained on the Excel spreadsheets, such as contract number,
vendor name, award date, and contract value, to the information contained in the contract files. OC
awarded 127 contracts totaling approximately $161 million during the period of FYs 2008 through
2011. We noted 1 error with respect to the contract number, 25 errors in the award date, and 12
errors in award amount. Improper maintenance of contract files may result in overspending and can
be detrimental to the District in case of litigation.

Title 27 DCMR § 1202.2% stated, “The documentation in each contract file maintained by the
contract office shall be sufficient to constitute a complete history of the transaction for the
following purposes: (c) Providing information for reviews and investigations; (d) Furnishing
essential facts in the event of litigation.”

Discussion With OC Officials Concerning Inventory of Contracts. We discussed the results of our
inventory with OC officials, pointing out the differences. OC officials advised us that some of the
inconsistencies occurred due to typographical errors and that a few of the contracts had been
inadvertently left off their original spreadsheet. The officials’ explanations confirm our belief that
the OC should employ an automated inventory management system to accurately capture
contracting information.

OC officials have initiated corrective actions by changing the contract numbering system in 2010 to
accurately reflect sequential numbering tied to each fiscal year. Officials have also segregated
among three individuals the processes of issuing, maintaining, and reviewing contracts awarded.

Key Controls. According to GAGAS, Paragraph 1.30, internal control “comprises the plans,
policies, methods, and procedures used to meet the organization’s mission, goals, and objectives.
Internal control includes the processes and procedures for planning, organizing, directing, and
controlling program operations, and management’s system for measuring, reporting, and
monitoring program performance.”® Management is responsible for developing, implementing,
and monitoring internal controls. Ultimately, internal controls provide reasonable, but not absolute,
assurance that the organization’s goals will be achieved.

OCFO officials could neither provide nor identify key controls over the contract award and
administration processes. The officials informed us that they believe that provisions contained in
the PPRA and DCMR serve as the key internal control for their contracting operations. We
disagree and believe that internal controls must be established that are specific to OC’s major
contracting activities, such as requirement determinations, solicitation of proposals, bid evaluations,
and maintenance of documents, etc.

22 The criteria was in effect during our audit. The provision was repealed on December 23, 2011.
2 U.S. Government Accountability Office, Government Auditing Standards 20, GAO-07-731G (2007 Rev.).
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Standard Operating Procedures. During the audit, we obtained and reviewed a draft copy of the
OC Contracts and Procurement Policy and Procedures Manual covering procurement activities. We
believe that OCFO officials should review and finalize the draft to aid in improving internal control.
Conclusion. Our audit of contracting and procurement operations at OC indicated that there is
need for continuous review of contract files to ensure accuracy and completeness. OC also needs to
identify key controls and establish and implement standard operating procedures to improve
internal control.

RECOMMENDATIONS

We recommend that the Chief Financial Officer, Office of the Chief Financial Officer:

8. Establish and implement an automated system to properly maintain an accurate inventory of
contract files.

OCFO RESPONSE

OCFO agreed with the recommendation and detailed planned efforts to establish and implement an
automated inventory management system by the fall of 2013.

OIG Comment
The OIG considers OCFQ’s actions to be responsive to meet the intent of the recommendation.

9. Finalize and implement standard operating procedures and identify key controls over OC
procurement operations.

OCFO RESPONSE

OCFO agreed with the recommendation and advised us that OC is currently working with the
Office of the General Counsel to review and update OCFO/OC standard operating procedures,
however; they did not provide us with an expected date of completion.

OIG Comment

The OIG considers OCFQO’s actions to be responsive to meet the intent of the recommendation.
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Recommendations

Description of Benefit

Amount and
Type of Benefit

Agency
Reported
Estimated

Completion Date

Status®

Compliance and Economy
and Efficiency. Ensures
procurement personnel
comply with the requirement
to ensure cost
reasonableness.

Non-Monetary

May 7, 2013

Closed

Compliance and Economy
and Efficiency. Ensures
procurement personnel
develop an estimate of the
proper price level for the
value of the supplies or
services to be purchased, and
that OCFO receives
proposed credit of $16,904
for office supplies.

Monetary
$16,904

May 7, 2013

Closed

Compliance and Economy
and Efficiency. Ensures
procurement personnel
comply with the sole source
selection criteria.

Non-Monetary

April 3, 2013

Closed
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If a completion date was not provided, the date of management’s response is used. “Unresolved” means
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alternative actions to correct the condition.
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EXHIBIT A. SUMMARY OF POTENTIAL BENEFITS
RESULTING FROM AUDIT

Recommendations

Description of Benefit

Amount and
Type of Benefit

Agency
Reported
Estimated

Completion Date

Status®

Compliance and Economy
and Efficiency. Ensures that
procurements are properly
planned to have an adequate
scope of work with defined
deliverables.

Monetary
$645,955

May 7, 2013

Closed

Compliance Internal
Control. Ensures
procurement personnel
properly maintain required
documents.

Non-Monetary

May 7, 2013

Closed

Internal Control and
Compliance. Ensures that
D&Fs are adequately
justified for procurement
vehicle selected.

Non-Monetary

May 7, 2013

Closed

Internal Control and
Economy and Efficiency.
Ensures that the District
recoups amount improperly
billed.

Monetary
$16,904

October 5, 2012

Closed

Internal Control and
Compliance. Ensures that
OC officials establish and
maintain an accurate
inventory of contracts.

Non-Monetary

Fall 2013

Open
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Internal Control and
Economy and Efficiency.
Ensures that OC officials
finalize and implement
9 standard operating Non-Monetary TBD Open
procedures and identify key
controls over OC
procurement operations.
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Pursusnt to PPRA § 419, the Office of Contracts may request factual information ressonably
available to the contractor or prospective contractor to substantiste that the price or coat offered,
or some porticn of it, is ressonable. The Office of Contracts conducts pericdic internal training
scasions on the proper analysis of price and cost. [n addition, individual mentoring and
professional development, basod on the experience lovel of each Contract Spociatist and
WMummWMMMMWNM

Recommendation #2: We recommend that the OCFO follow established procedures in
accordance with 27 DCMR § 1641.1 to enter into price negotiations with the offeror with the
intent of agreeing on & fair and reasonzble price.

OCFO Response:
Managreent concurs with this recommendation. See response to Recommendation #1 above,

Recommendation #3: We recommend that the OCFQ follow established procedures in
accordance with 27 DCMR. § 1700.2 for sole source determinations to ensure that the proposed
sols source contractor is the only source capable of providing the required supplies, services, or
construction.

OCFO Response:

Management concurs with this recommendation. It is the position of the OCFO Office of
Contracts, that we do follow established procedures in accordance with 27 DCMR § 1700.2 for
sole source determinations. The Office of Management and Administration (OMAYOffice of
Contracts Policy: 12-01: Sole Source Process/Contract Extensions Beyond the Term was signed
April 3, 2013. (See nttached). The policy establishes a common understanding and execution of
sole source procurements and contract extensions. The policy mirrors the requirements in 27
DCMR. 1700.

Recommendation #d: We recommend that the OCFO follow established procedures covering
contract modifications to ensure that contracts contain an adequate scope of work with clearly
defined delivershles.

OCFO Response:

Management concurs with this recommendation. It is the position of the Office of Contracts,
that we do follow establithed procedures covering contract modifications. The Office of
Contracts shall continue to follow 27 DCMR, Chapter 36 to ensure compliance of the statutory
requirements for modifications. In addition, the Office of Coniracts conducts internal training
regarding scope of work roquirements between the Office of Contracts and program offices as
allownble bazed on staffing conditions,

Recommendation #5: We recommend that the OCFO ensure compliance with the requirement
established in 27 DCMR § 1204.1 for maintaining documents.

1100 4% Seraet, SW, + Sults E610 ¢ Washington, DC 20024 + 202-442-7012 (o) + 202.442-6454 (D)
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OCFO Respsuse:

Management concurs with this recommendation with the following clerification. It is the
position of the OCFO Office of Contracts, that we do ensure compliance with document
maintenance requirements in accordance with the provisions of 27 DCMR. § 1204.1. Each
contrecting officer and coatract specialist is required to post the applicable documents required
by the contract file section guide. (See attached). The guide specifies those documents required
by OC policy and practice. Also, each Contracting Officer and Contract Specialist is required to
use the legal checklist (see attached) which provides the legal requirements and references for
new contract actions. Use of both documents is intemded to ensure complete documented
contract files.

Recommendation #6: We recommend that the OCFO easwre that D&Fs are written to
adequately justify the procurement vehicle used.

OCFO Respense:

Management concurs with this recommendation with the following clarification. It is the
position of the OCFO Office of Contracts, that we do ensure that D&Fs are written to adequately
justify the procurement vehicle used. As part of the Office of Contracts internal treining and
professional development, Contracting Officers mentor and train Contract Specialisty in the
proper execution of required D&Fs. Individual mentoring and professional development is
based on the experience level of cach Contract Specialist and Purchasing Agent and is conducted
in conjunction with specific procurement actions assigned to that staff member.

Recommendation #7: We recommend that the OCFO review and determine the extent of
improper billing for the office supply contract and recoup any amount due to the District.

OCFO Response:

Management concurs with this recommendation. This action itemn is completed. The
OCFO/COTR, with the assistance of the vendor and the OMA Logistics Office, did a review
of the ordering end billing pursuant to the office supply contyact and dstermined the amoumt
due the District; the vendor then issued the proper credit to the OCFO.

Recommendation #8: We recommend that the OCFO establish and implement an automated
system to properly maintain an accurate inventory of contract files.

OCFO Responae:

Mansgement concurs with this mcommendstion, It iz the position of the QCFO Office of
Contructs, that we do maintain an accurate inventory of contract files; however, we are working
on updating our process. The Office of Contracts is working with the OCFO/OCIO 10 establish
the Kwiktag inventory control program as the Office of Contracts electronic contract filing
system. Training for the OC document control specialist will be provided by the OCIO. The
OCFO/OCIO has also determined that previous documents emtered into the outdated FileNet

1100 4% Soeet, SW, ¢ Suie B610 ¢ Washington, DC 20024 ¢ 202-M42-7012 (0) ¢ 2R-42-5454{1)
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system will be migrated into the Kwiktag progeam. The new systemn will provide a much needed
electronic tracking and storage system for OCFO contrects. Estimated completion date is Pall
2013. The OC is also reviewing options for the purchase of a more robust sutomated inventory
management system,

In the meantime, the inventory of contracts is captured in an excel spreadshest maintained by the
Document Control Specialist within the office, under the supervisionof & Contracting Officer.
The Office of Contracts has initisied corrective actions to improve the quality of the repost,
including:

- systematic revisw of the report esach quarter to emsure acouracy and

completeness;

= changing the contract numbering systam in 2010 to accurstely reflect
sequential numbering tied 1o each fiscal year; and

- segregating among three individuals the tasks of ixsuing, maintaining, and
reviewing cosstracts awarded.

This system provides a reasonable assurance that the goal of a complete and accurate inventory
of contracts will be consistently achieved.

Recommendation #9: We recommend that the OCFO finalize and implement stendard
operating procedures and identify key controls over OC procurement operations.

OCFO Response:

Management concurs with this recommendation. It is the position of the OCFO Office of
Contracts, that we have implemented standard operating procedures and have key controls over
OC procwrement operations. The Office of Contracts is working with the OCFQ Office of
General Counsel (OGC) to review and update specific OCFO/OC standard opersting procedures
(SOP). The review and update of the OC SOP will be conducted in conjunction with the revision
of the PPRA end DCMR which has been undertaken by the District’s Office of Contracts and
Procurement (OCF),

In summary, as we have shared with your staff, we believe we provided dooumentation to show
MhO@OOﬁu&CmmmﬁumdoMnmmmmm
files, conducts price reasonableness and bas an sdequate process for comtract

Although the Office of Contracts has met the required standards in all four areas, we concur with
the recomeendations made in crder to identify existing processes that need improvement and
crsate new processes that will improve operntions in the future. Most issues were immediately
acted upon as notad in the report and all other recommended improvements are in process.

1100 4* Swest, 8W, + Suie B610 + Washington, DC 20024 © 202-442-7012 (c) ¢ 202442-6454 (f)
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If you have flrther questions or concems, please feel free to contact me.

With regards, ‘
glomw

Directar, Office of Contracts

1100 4% Straet, 5W, + Sulte B510 + Washington, DC 20024 ¢ 202-442-7012 (0) ¢ 202-442-6454 ()
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ATTACHMENTS

Description

OMA/Office of Contracts Policy: 12-01: Sole Sowrce Procsss/Coatroct Bxienaions Beyond the
Tam

Comtract Flle Section Gulde

Logal Checklist
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ORIGINATING OFFICE: OFFICE OF CONTRACTS

1. PURPOSE. The purpose of this policy is to establish procediwes for Sole Source
procurements and oxiending the torm of & coniract beyond the total term specified in the
contract.

2. AUTHORITY. This policy is being promulgated pursuant to Section 2005.6(b) and Chepter
17 of the District of Cohnnbia Municipal Reguistion (DCMR), Title 27 and Section 404 of
the District of Colmmbia Procurcment Practioss Reform Act of 2010, effective Apail 8. 2011,

3 MW. MWMW&WW:MWWOEM
(OCFO) District are under of the
government agencies procurement suthority

4. DEFI

4.1 Ageacy Directer. The Agency Director includes the principel officer, director or
commissioner of an offive, department, board, commission or other entity within the
OCTO who is suthorized to sct on behalf of the program agemcy.

4.2 Chisf Procuremsent Officer. The Chief Procurement Officer (CPO) refers to the Divector
of the Office of Contracts, Office of Management sxt Administration (OMA), Offfce
of the Chief Financial Officer (OCFO).

4.3 Contracting Oifiesr. A Contacting Officer (CO) s the emnployve authorized in writing
by the Chief Financial Officer to snguge in procuremant uetions to commit the District
10 procare goods or services,

4.4 Term. The aggregate base peelod and option periods in & contract for servioes or goods.

S, GENERAL RULE. The tots] term of s contract ahall not be axceeded, unless, prior to the
of the term, the Chisf Procurement Qfffcer deteemines in writing et ¥ i fn the

best interest of the District to extend the tern beyond the tots term specified in the conteact
and the Contrecting Officer provides justification for uzing a sole source modification in
accordance with Chapter 17 of the DCMR, Tile 27, :
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6.2 The Office of Contracts ahall post on the Intemet:

8) Anotice of intent to enter into a sole sousce contract (Appendix A, Sampls Notice
of Intent 4o Award Sole Source Contracts ), and

b) A dreft determination and findings (D&F) justifying the sole source sxtension of
contract (Appendix B, Sample Detenmination and Findings for Sole Source
Extension of Contract).

6.3 Prior to the CPO approvat of the finalized DAF:

8] Thenotice and the draft D&F rmust be posted for at least 10 calendar days,
b) The Ageucy Director must sign the final DAF, sad
c) The CO mugt sign the final DAF,

6.4 Onoe the CPO has approved the final D&F, the CO shall determipe if Couticil approval is
required to axecule the comtract modification. .

3) ¥ Council approval is roquired, the CO shall prepare Council approval action of
the contract modification.

b) 1f Council approval is not required, the suthotizod CO may execute the contmact
modification to extend the contract,

6.5 The contract modificetion sball be made available oaline within seven days of execution,

7.1 Appendix A: Semple Notice of Intest 1o Award Sole Source Cont

7.2 Appendix B: Sample Determination and Findings for Sole Sovzoe Extension of Contrac
8. EEFECTIVEDATE. This poticy shall bevome efftctive upon the signature of the CPO.
9. EXPIRATION PATE. This policy shall remain in effict wntil rescinded.

o0Y0313

Joseph A Dato
Director,

of Contracts
Office of Management and Administration
Offico of the Chief Financial Officer
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Appeadiz A, Sauplo Netice of Intent to Award Sole Source Cantracts
Intent to Award Sole Source Contracts

[Title Totest t0 Award Sale Source Contract Extensson-Defermination snd
Findings

Notics Bate Augnst 14, W12

Response Due Biie | Angust 24, 2912

[ContractWumber | CROPD-07-C-026A

[ Contract Bescription | Finencial Advisory Services

Desceiption: The Government of the District of Columbin (District),
Office of the Chief Financial Officers, Office of Finance and Tressury
has st immediate need for continting financial advisory servicos
relstive to the District's dobt obligations, economic developmmnt
financings, real propezty, and financing programs,

[Vandor Name Government Finsace Group

[ Procuring Agency Office of the Cliief Financial Officer, Office of Contracts
Polnt of Contact Tloyd, Contract Specialist

1
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Appeadix B, Sample Detorminstion and Findings for Solo Source Procursment and Sols
Seurce Extension of Coutraet

Government of the District of Columkia

FROGRAM AGENCY:  District of Columbis Lottery & Charitahla Games Canteol Bosrd
CONTRACTING AGENCY' Office of Contracts

D.C. Official Code §2-354.04; 27 DCMR 1304, 1700, 1701 and 20603.6(b)

2 MNMUMNEED

The Government of the District of Columbia (District) Lattery & Charitable Gunes
Coantrol Board (DCLB) has an immodiate neod for continuing a fully integrated, ead-to-
&ad solution for the creation, production, distvibution md meketing support for instant

The catimated fair and ressonable price fior the contract extension is $300,000
from August 17, 2012 through December 31, 2012, The estimated prios is based on
peojestad expenditures for the period of parformance and the comtractor’s price schedule,

4, EACAE VWG JUS AN Y B SOURCE IR UREMEN

Sclentific Games International, Inc. (SGI) was swarded Covtrast No, CFOPD-05-C-904
to provide the personnel, muterisla, equipment, aad fhcilities to design snd produce
quality tickets and relsted scrvices for gaming activities opersted by DCLB. The costract
term ends August 16, 2012,
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In preparstion for a roplacement contract, DCLB s developing requiremants based on
Iatest trends in the gaming industry, The improved requirements will be procured through
a compeditive process with an anticipated contract effective date of January 1, 2013. The
District has & critical acod for uniaterrupted services, es DCLB opecates ongoing geming
activities under tis contract 10 mmdmize District revene. SGI is tie only vendor with
the capacity to provide immediate and consistent pervices; as such, a market survey was
not conduched.

Theretbre, it is neccssary 1o extend the contract through Decensber 31, 2012, to allow for
ocontinity of service and to silow time for the completion of the competitive procurement
process for a sew oontract with modem requirementy,

CERTIFICAIION BY AGENCY HEAD

1 hevehy centify that the above findings are true, correct and complete.

I have reviewed the shove findings and certify that they sre sufficient to hustifly the sols
souroe extension of this conivact wnder the cited authozity. 1 recommend that the Director
mhmmmdﬂﬁsm

Drakus Wiggius, CFPB Daw
Contracting Oficer
Office of Contracts

DETERMINATION

Based on the above findings and in accordance with the cited suthority, 1 hereby
dotering thet it is not fomxible or peactical to invoke the competitive solicitation process
under edther Bection 402 or 403 of the District of Columbia Procussment Practices
Refieym Act of 2010 (D.C. Law 18-371; D.C, Official Code § 2-354.02 or 2-354.03),
Accordingly, I determine that it is in the best intarest of the District und the District is
Justifiod in using the sole sorrce method of procurement to cxctend the coatract term
beyond the total werm apecified in the contyect, pussuant 10 27 DCMR § 2003.6(b).

Josoph Giddis Date
Director
Office of Contracis
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SECTION I - CONTRACT AND/OR CONTRACT MODIFICATION

SECTION

2

Check
(X)or
NA

[Summary Sheet
Original Signed Contracts and/or award document
Documents _
Notification to Successful offeror
Authorization to Work Form
(3ection k.14 of representation & certification)
.| ALl original signed coutract modifications/funding documents
Documentation of Contract distribution (i.c. COTR)

Task Orders issued under contract if applicable

ID/IQ contracts) _

DC Supply Schedule Contract Copy (if applicable)
GSA Supply Schedule Contract Copy (if applicable)

== mle| tﬂ‘U nwum-
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SECTION I - CONTRACT APPROVAL DOCUMENTS

SECTION TAB

Check

X)er
N/A

New Award Checklist

| Council Appeoval (if spplicable) _

Legal Sufficiency Review (If applicable)

Case _

[CasoStudy
Contractor’s Responsibility Determination & Pindings (D&F)

Contractor’s Price Reasonable D&AF

Verifications — DOES & OTR

 Tax Compliance Verifications — DOES & OTR
. [List oTExcluded Parties (Debarment — DC & Fed)

=nm QT""HIU ||

Other D&F’s - (if applicablc)

D&F — Sole Source

E[e

?E

D&F ~ Letter Contract

D&F — Naot posting Solicitation for 30 days

D&F — Labor Hours

D&F
D&F — Multiyear Contract
D&F
D&F

— Cost Reimbursement Contract

D&F — Competitive Rangs (Filo in Section 3)

D&F — Non-Respoasive (File in Sectien 3)

EEEEEEEEEEE

Dé&F — Not Accepting Late Bid/Proposal (File in Section 3)
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SECTION IIl - PRE-AWARD DOCUMENTS

SECTION TAB Check
Mor

>

T:opyofmhoferwpropqummﬁowﬁd
filed cross-reference

| (If filed separately, cross-reference)
| Record of determination conceming late offers or quotations
Source selection documentation or technical & cost evaluation

O =|

dRejecton —
¢. Instructions to Source Selection Evaluation Bozrd (SSEB)
f. Source sclection tcam certificates if non-disclosure/procurement

j: Dis;uuiom

k- Best and Final Offer _
1. Formal Source selection/Recommendation
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SECTION IV ~ PRE-SOLICITATION DOCUMENTS

[SECITON

TAB

MMmSubmﬁmme
of availability of funds on document

a Government estimate of contract price (IGE)

b. SOW/specification

¢. Recommended sources

d. Technical evaluation package (if applicable)

2, Oﬁer

A

informeation for this Procurement

Justification for other than full and open competition

Market Research

[t (] [2+]]
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SECTION V - CONTRACT ADMINISTRATION & CLOSEOUT

SECTION TAB | Check
X or

- NA

| COTR designation/notification A '

Laetters to Unsuccessfiul Offerors/Biddars B

Insurance policies or certificates of insurance C

Assignment of Claims/Novation Agreements D

Post award Protest Correspondence _ E_

[ Quality Assurance/Property Administration Records F

Cure Notices/Show Cause Notice G

Other contract administration documents H

Miscellansouz Corresnondence . 1

Documents Requesting & suthorizing modifications J

Docenents supporting contract modifications K

Select snd mark the itesss as appropriate. Each yes respense

document under TAB.

Governmnent firmished property clearance report is received
Suboonteacts are settlad by the prime contractor
Contract final invoice has been submitted
igation of excess funds is recommended
Evidence that fina] payment has been made
voucher number and date
Statement friom contractor that no further amounts are owed from
the and that all services have been rendered
and satisfactorily accomplished (i.e. All required work under the

| contract has been fully end successfully completed.)
Final contractor performance evaluation form is completed by end-
uses/COTR

Provide Contract files to Document Control Speciailss for retention
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SECTION VI - SOLICITATION DOCUMENTS

SECTION TAB | Check
X)er
NA

| Solicitation document (RFP, IFB, RFQ) A

| Solicitation amendments B

| Documents supporting amendments C

Bidders listy/advertisements _ D

Professional publication newspaper, FedBiz OP E

| Legal Review (if applicable) F

Transcript / pro-bid conference information G

US Labor Department Wage Determination H
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| Reverse Auction (PPRA §408)

T GEA Schadule (FPRA §410, 27 DOWR J2103-2104) |
L] Infrastructure faciitios snd services (PPRA Tis V)

$2400-2407)

Coniract (27 DCMR §2418.0)
Labor Hours {27 DOMR §2421)
Letter Cortract (27 DCMR §2425)
Multtysar (PPRA §504; 27 DCMR §2007)
Requicements Contrect (27 DCNR §2418.3)
Tima And Materiale {27 DOMR §2420)

......‘.-.....,a.". B T U S BN R
Reversa Intemet Auction (FPRA §408{a)(1))

710474
D&chﬁmmmmmm [ Bpecial Piot Procurement (PPRAS408a))
- pcm _

N

Shorenad Notice Period for Submisalon of Bide (27 OCMR F1800. 1)
Shoclenad advariing pariod (PPRA $402(s}, 403(2); 27 DOMR 1302)

e i L i e

“l:]&-pum oi' huc(zrmsfmm) | nqeem prupoul- {zrpm;maf masj

Walver of paient righis (27 DCMR §3107.3)

[ Bid or sacawity Canceligtion Befors
mm akeo Elsuel-gn“guhﬁa?m
of mistakes in bids before award
g 4 : 37 DCMR §1530)
R e S PO CONROT ARSI DRPS, 1o\ - T L T B e K
(mf Responsibiity Prioe Raasonablenses
(PPRA 5301, 302 2T DGMR §1540.1 & §2200) (PPMﬂfl.zrmnmammﬂmm
Cost Relmbursemant Contruct (PPRA §502{a)} Privatization Contract (PPRA §205)
Devistion from Cast Principles (27 DCMR 53302.7/.4 Tima and Matarisis Coniract (27 DCAMR $2420.1)
(] Expest snd Consulting Services {27 DCMR §7907) Sole Source Conhtract (PPRA 5404; 27 DCMR §1700)
| | esmmawummmmam Waiver of Conficts of interast {27 DCMR §2222.9)

RARCT AWM _1. g .,: T ‘—5
; gl ﬁms) . N
Comection of mistakes n bids sher swerd (27 DCMR 1537) Elowon(zrmsfmuau)
cnmcam%wmmcum O Unpriced modification (27 DCMRS00.3)
(27 DOMR §2212.
| (] Non-compXance with the PPA (27 DCMR §1005.5)
Updated 672011 1
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CBRIIARIY. -7 2 ot o s a e e n et h T
Cantraeting Officer:

Cantract B&lalht;
Date Recelved:

Date Completed:

OGC Review Commonts:

Updatad 8720111
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©) wmmummmu.um-mﬂuw

Mh@mﬂmmam ndulna e proposed
conirmcior o cuirently debermed from providing services to the District or Federa!
wnmummmmmm PPRA

4
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O
O
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OGGC Cornteact Review Checkiist
You [ No | WA | Nole:
O | O 3
Ooro| g §C
OO O [T
hnﬂﬂmﬂmﬁﬁnmmwlﬂg oo ez | [ U U sent
Does the Includs inapaction guidsiines that require the conireckar E1
??whm?umbmmmwwmumw H H u FEAM2
Does the solicitaton/contract INCsie BPecBen guIdenes that recuire e contacior ET
uwmm«nwmm«muum d = = tlz
mumm.wwm with tha Guick E"‘E B gg.s
MLMm EcheSon/oonizact Inckide & daue Provding Tor phase-h Yaling &nd
mw& umm;mﬂn:hdbammmmnbm d = d ™
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