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Department of Energy 
Washington, DC 20585 

April 28, 1995 

The Honorable Hazel R. O'Leary 
Secretary 
Department of Energy 
Washington, D.C. 20585 

Dear Secretary O'Leary: 

This Semiannual Report for the first half of Fiscal Year 1995 is 
submitted to you by the Office of Inspector General for transmit- 
tal to the Congress, pursuant to the provisions of the Inspector 
General Act of 1978. 

During this reporting period, the Office of Inspector General 
continued to advise Headquarters and field managers of oppor- 
tunities to improve the efficiency and effectiveness of the 
Department's management controls, with,particular emphasis on 
coverage of issues addressed in the Department's Strategic Plan. 
We also have supported the Department's reinvention and 
streamlining initiatives by evaluating the cost effectiveness and 
overall efficiency of Department programs and operations, placing 
special emphasis on key issue areas which have historically 
benefitted from Office of Inspector General attention. 

In our office's planning and operations, we continue to balance 
available audit, inspection, and investigation resources with our 
customer's requirements. Our overall focus remains on assisting 
Department management to implement management controls necessary 
to prevent fraud, waste and abuse; on helping to ensure the 
quality of Department programs and operations; and on keeping the 
Secretary of Energy and the Congress fully informed. 

Sincerely, 

8. I spector t a p  General 

Enclo wre 



MISSION AND VISION STATEMENTS 

MISSION STATEMENT 

The Office of Inspector General promotes the effective, efficient, 
and economical operation of Department of Energy programs 
through audits, inspections, investigations and other reviews. 

VISION STATEMENT 

We do quality work that facilitates positive change. 
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EXECUTIVE SUMMARY 

OVERALL ACTIVITY 

This Office of Inspector General Semiannual Report to the Congress covers the 
period from October 1, 1994, through March 31, 1995. The report summarizes 
significant audit, inspection and investigative accomplishments for the reporting 
period, a large portion of which facilitated Department management’s efforts to 
improve management controls and ensure efficient and effective operation of its 
programs. Narratives of our most significant reports are grouped by six primary 
performance measures which the Office of Inspector General uses to gauge its 
attainment of the outcomes established in the Office of Inspector General Stra- 
tegic Plan. The common thread that ties the performance measures together is 
their clear emphasis on supporting Department efforts to produce high quality 
products at the lowest possible cost to the taxpayer. The six performance mea- 
sures present successes of the Office of Inspector General in terms of im- 
provements in Department programs and operations. 

During this reporting period, the Office of Inspector General issued 11 1 audit and 
21 inspection reports. For reports issued during the period, the Office of In- 
spector General made audit recommendations that, when implemented by man- 
agement, could result in $284 million being put to better use. The Office of In- 
spector General also provided 19 investigative referrals to management for rec- 
ommended positive action. As a result of audits of contract costs, the Office of 
Inspector General questioned $3 million in costs. Management committed to tak- 
ing corrective actions which the Office of Inspector General estimates will result 
in a more efficient use of funds totaling $337 million. 

In addition, Office of Inspector General investigations led to 13 criminal con- 
victions and one pretrial diversion, as well as criminal and civil prosecutions 
which resulted in fines and recoveries of $3,397,054. 

SUMMARY OF SELECTED RESULTS 

The following is a list of selected Office of Inspector General results ac- 
complished during this reporting period: 

0 Bonneville Power Administration could save $5.8 million in future residen- 
tial conservation program costs. (16-0359) 
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The Department can preclude spending $13.2 million to replace personal 
property which is available at its Mound and Pinellas plants. (ZG-0360) 

Management took action to negotiate a revision to the Westinghouse Sa- 
vannah River Company contract's exempt overtime policy at the Savannah 
River Site. (ZG-0361) 

The Department could save $7 million in light vehicle acquisition costs and 
$3 million annually in vehicle maintenance costs. (IG-0362) 

Controls over the acquisition of legal services by management and operat- 
ing contractors needed improvement. (ZG-0363) 

Changes are needed in the Department's administration of its small disad- 
vantaged business program to meet the intent of the Small Business Act. 

Department management is beginning to dispose of technical surveillance 
equipment stored at its Central Training Academy. (ZG-0365) 

(IG-0364) 

Revised program approach to site characterization at Yucca Mountain Re- 
flects Department awareness of cost and schedule risks under the current 
program. (16-0366) 

Idaho Operations Office management accepted recommendations to im- 
prove controls on an intelligence work-for-others project. (16-0367) 

Management initiated corrective measures to ensure costs equal benefits 
in changes to the Hanford Site Characterization Program. (ZG-0368) 

Management svstems for controlling cost overruns on work-for-others 
projec'ts at 6 s  Alamos National" Laboratory needed strengthening. 
(IG-0369) 

Staffing requirements at the Strategic Petroleum Reserve could be 
reduced. (IG-03 70) 

TRACKING AND REPORTING ON 
THE STATUS OF OIG RECOMMENDATIONS 

The Inspector General Act of 1978 requires that the Semiannual Report of the In- 
spector General include an identification of each significant recommendation de- 
scribed in previous Semiannual Reports on which corrective action has not been 
completed. In the Department of Energy, the Office of Compliance and Audit Li- 
aison within the Office of Chief Financial Officer has responsibility for the audit 
followup system. Thus, this information is included as part of the companion 
submission to this report which is provided by the Secretary of the Department of 
Energy. 

Although the followup system is operated by the Department, the Office of In- 
spector General provides oversight in the form of biennial audits of the followup 
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system or its components and quarterly reviews of the progress of corrective ac- 
tions on audit and inspection reports as provided to us by the Department. In ad- 
dition, the Office of Inspector Genera& conducts periodic followup audits or ver- 
ifications in which the objective is to determine if prior audit and inspection re- 
port recommendations were implemented and, if so, whether they were effective. 
Also, at the start of each new audit or inspection, the Office of Inspector General 
conducts a review of prior reports on related topics, a review of the recommenda- 
tions included in these prior reports, and an evaluation of the corrective actions 
that have been taken. 

During this reporting period, there were no reports made to the Secretary noting 
unreasonable refusal by management to provide data to the Office of Inspector 
General, nor were there any significant management decisions, revised or other- 
wise, with which the Inspector General was in disagreement. 
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Section 1 

Performance Measures 

Significant Office of Inspector General work is presented in this section under six 
performance measures which were used to gauge the effectiveness and efficiency of Office 
of Inspector General products in meeting the needs and expectations of its customers. 
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PERFORMANCE MEASURE #I : 

OIG RECOMMENDATIONS ACCEPTED 
OR IMPLEMENTED BY MANAGEMENT 

Explanation: Management concurs with or implements recommendations contained in a 
published OIG report. Partial concurrence may be counted as acceptance if the pro- 
posed or implemented action by management is responsive to the recommendation. 

Corrective Measures Were Needed to En- 
sure Costs Equal Benefits in Changes to 
the Hanford Site Characterization Pro- 
gram 

The Department’s Hanford Site was 
designated in 1989 as an environmental 
cleanup site under the cognizance of the 
Richland Operations Office. The final 
cleanup at Hanford is estimated to take over 
50 years and cost close to $100 billion. 

The Office of Inspector General au- 
dited certain methodologies used by the De- 
partment and Richland to complete site 
characterization objectives at Hanford. The 
audit disclosed that characterization costs 
were increased without a similar increase in 
benefits. For example, in implementing De- 
fense Nuclear Facilities Safety Board rec- 
ommendations, the Department directed 
Richland to complete core-sampling of 
high-level radioactive waste tanks in 3 rather 
than 6 years. This action increased char- 
acterization costs by over $71 million, but it 
was not needed to satisfy the Safety Board’s 
recommendation nor would it significantly 
impact the retrieval and pretreatment of the 
waste. 

In another action, Richland renegoti- 
ated a Tri-Party Agreement milestone that 
required 80 percent of Hanford’s low-level 
waste sample analyses be performed within 
25 miles of Hanford. Richland made this 
change without first determining whether 

the 25-mile restriction was more costly. In 
its response to the official draft audit report, 
Richland estimated that the 25-mile restric- 
tion will add $46 million over the next 8 
years to the cost of sample analyses for Han- 
ford. 

The audit report recommended that the 
Department notify the appropriate parties 
that characterization of the high-level radio- 
active waste tanks will be accomplished in 
the more effective and least costly method 
to achieve characterization objectives. The 
Department should also renegotiate the re- 
quirement to have 80 percent of the sample 
analyses performed within 25 miles of Han- 
ford. Additionally, the audit report recom- 
mended that management perform economic 
analyses of alternatives before making deci- 
sions as to how program objectives will be 
accomplished in the future. Management 
concurred with the finding and recommen- 
dations and initiated corrective measures. 
(IG-0368) 

Action Needed to Be Taken to Negotiate a 
Revision to Contract’s Exempt Overtime 
Policy 

Despite mission changes and staffing 
increases, exempt overtime increased at the 
Savannah River Site by more than 220 per- 
cent from $8.1 million to $27 million in the 
span of one year. An Office of Inspector 
General audit disclosed that overtime com- 
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pensation for exempt employees at the Sa- 
vannah River Site increased substantially af- 
ter Westinghouse Savannah River Com- 
pany became the onsite contractor in 1989. 
Exempt employees, including upper level 
managers, were routinely compensated for 
overtime, often for extended periods. In 
Fiscal Year 1993, overtime compensation to 
exempt employees totaled $34.1 million. 

The audit report recommended that the 
Manager, Savannah River Operations Of- 
fice, negotiate a revision to Westinghouse’s 
exempt overtime policy that will limit ex- 
empt overtime payments, including specify- 
ing a salary threshold above which overtime 
payments are prohibited. The revision 
should also require that Westinghouse’s ex- 
empt overtime policy be based on the results 
of benchmarking its policy and practices 
against the policies and practices of compa- 
nies in the public and private sectors. 

The Manager, Savannah Operations Of- 
fice, concurred with the recommendation 
and stated that actions have been taken to 
negotiate a revision to the exempt overtime 
policy. (IG-0361) 

Controls Over the Acquisition of Legal 
Services by Management and Operating 
Contractors Needed Improvement 

An inspection was conducted to evalu- 
ate the administrative management of le- 
gal services acquired by the Department’s 
management and operating contractors re- 
lating to civil litigation. The inspection 
found that the acquisition of outside legal 
services by management and operating con- 
tractors often is performed by their legal 
staffs, and that these acquisitions are not al- 
ways processed through the contractor’s 
procurement system. This practice is incon- 
sistent with the Department of Energy Ac- 
quisition Regulation provisions for subcon- 
tracts placed by management and operating 
contractors. 

The inspection disclosed that payments 
can be made to outside law firms without 
any written agreement on the scope of the 

services to be provided. In the case of one 
management and operating contractor, in- 
spectors found payments totaling over $9.3 
million for outside legal services where 
there was no written agreement. 

Inspectors found that audits of the costs 
of outside legal services, including lit- 
igation, were not typically identified or re- 
quested by management and operating con- 
tractors. The Department of Energy Acqui- 
sition Regulation audit requirements for 
subcontracts placed by management and op- 
erating contractors were not applied to out- 
side legal services. 

Management and operating contractors 
typically used in-house legal staff to review 
the costs of outside legal services through 
the review of billings submitted by outside 
law firms. However, the inspectors found 
reviews of these costs that were performed 
without regard to the Department of Energy 
Acquisition Regulation or the Federal Ac- 
quisition Regulation cost principles, and 
without the benefit of any written agreement 
which outlined the basis for incurring the 
costs. 

The inspection found that the March 23, 
1994, Department of Energy Litigation 
Management Procedures and the Depart- 
ment’s August 25, 1994, Acquisition Letter 
on litigation costs represented improvements 
over past practices. However, these proce- 
dures do not address whether outside legal 
services should be acquired under the ap- 
proved management and operating contrac- 
tor procurement systems as defined in the 
Department of Energy Acquisition Regula- 
tion. These procedures also do not cover 
many of the subcontracting provisions dis- 
cussed in the Department of Energy Acqui- 
sition Regulation that would be reflected in 
the contractor’s approved procurement sys- 
tem. In addition, these procedures do not 
address the acquisition of legal services 
which are not the result of litigation. 

The inspection report made five rec- 
ommendations which would increase man- 
agement controls over the acquisition of le- 
gal services. Department managers from the 
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Office of General Counsel, the Office of 
Procurement and Assistance Management, 
and the Office of the Chief Financial Officer 
concurred with three of five recommenda- 
tions. On the remaining two recommenda- 
tions, management deferred action pending 
the results of the analysis of the issues raised 
in the report. (IG-0363) 

Changes Are Needed in the Depart- 
ment's Administration of Its Small Dis- 
advantaged Business Program to Meet 
the Intent of the Small Business Act 

The Small Business Act requires that 
small business concerns owned and con- 
trolled by socially or economically disad- 
vantaged individuals have the "maximum 
practicable opportunity" to participate in 
contracts awarded by Federal agencies, in- 
cluding the Department of Energy. Agen- 
cies are to aid, counsel, assist, and protect, 
insofar as possible, the interests and devel- 
opment of small disadvantaged businesses. 
However, an audit of small disadvantaged 
business programs at five of the Depart- 
ment's management and operating contrac- 
tors found that the programs had not fully 
met the intent of the Small Business Act and 
its implementing regulations. 

The audit disclosed that vendors of 
questionable eligibility (vendors not owned 
and managed by socially and economically 
disadvantaged individuals) received awards 
from each of the management and operating 
contractors. Specifically, 33 businesses (out 
of 234 reviewed) which received small dis- 
advantaged business contracts had ques- 
tionable eligibility. Since Federal regula- 
tions provide for reliance on vendor self 
certification of small disadvantaged status, 
the Department had not established a policy 
requiring management and operating con- 
tractors to verify eligibility of vendors. This 
reliance on self-certification resulted in 
$26.3 million in awards to businesses of 
questionable eligibility, and diminished the 
effectiveness of the Department's small dis- 
advantaged business program. 

The audit also found that small dis- 
advantaged businesses did not always re- 
ceive the "maximum practicable oppor- 
tunity" to participate, as two contractors 
concentrated awards among a select few of 
the available vendors. Further, two contrac- 
tors made awards to vendors that were bro- 
kers, inconsistent with the "regular dealer" 
requirements as defined in the Walsh-Healey 
Public Contracts Act, which precluded qual- 
ified small disadvantaged businesses from 
participating in awards. 

The audit report included six rec- 
ommendations which, when implemented 
would enhance the Department's ability to 
meet the intent of the Small Business Act. 
Management concurred with the recom- 
mendations and has issued a "Strategic Plan 
for Diversity" that includes goals for en- 
hancing partnerships with small, minority- 
owned and women-owned businesses. 
(IG-0364) 

Idaho Operations Office Management 
Accepts Recommendations to Improve 
Controls on an Intelligence Work-For- 
Others Project 

As one of a series of inspections of in- 
telligence and special access program 
work-for-others projects, the Office of In- 
spector General reviewed a classified intel- 
ligence work-for-others project at the De- 
partment's Idaho Operations Office. The 
inspection disclosed that additional Depart- 
ment guidance and attention were needed to 
improve management effectiveness and con- 
trols for this and other work-for-others 
projects. Some aspects of the Department's 
management of work-for-others projects 
have been the subject of criticism by re- 
questing agencies and a topic for discussion 
at congressional hearings. When a request- 
ing agency is dissatisfied, a contributing fac- 
tor is often a lack of initial specificity re- 
garding the expectations and responsibilities 
of each agency. For example, requesting 
agencies may not correctly understand 
which agency's procedures are to be fol- 
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lowed in the areas of contract administra- 
tion, financial administration, and project 
oversight. Consolidated guidance should be 
developed to clarify the information to be 
provided in work-for-others approval pack- 
ages. 

The inspectors noted that the man- 
agement and operating contractor had in- 
curred costs of about $23,000 on the in- 
spected work-for-others project before the 
current contract funding document was ac- 
cepted. The contractor continued work af- 
ter funds were exhausted and incurred costs 
of about $18,000 before additional funds 
were transferred to the contractor. These ac- 
tions were contrary to Departmental guid- 
ance which stated that no work should 
commence and no costs were to be incurred 
until a written reimbursable agreement had 
been received and properly approved and 
accepted. 

The inspectors also noted the use of ad- 
ditional security procedures for the re- 
viewed work-for-others project, including a 
by-name access roster and special "read-on" 
statements. The Office of Inspector General 
believes an unofficial special access pro- 
gram had been created with the knowledge 
of certain Idaho Operations Office officials, 
but without proper written authority as re- 
quired by Executive Order 12356. 

Department Headquarters and Idaho 
Operations Office management concurred 
with and identified corrective actions to ad- 
dress the recommendations made in the in- 
spection report. (1%-0367) 

Management Systems for Controlling 
Cost Overruns on Work-For-Others Pro- 
jects Needed Strengthening 

An Office of Inspector General in- 
spection of Los Alamos National Laborato- 
r y ' s  system for controlling cost overruns on 
work-for-others projects disclosed opportu- 
nities for improvement. The management 
systems which were in place during Fiscal 
Years 1992 and 1993 reflected an absence, 
or lack of implementation, of selected man- 

agement controls. For example, the Albu- 
querque Operations Office had only partially 
implemented cost monitoring and control 
procedures relative to the Laboratory's 
work-for-others projects, including actions 
to ensure the timely settlement of applicable 
cost overruns. 

The Albuquerque Operations Office 
also was not enforcing provisions of a spe- 
cial contract clause which allows the Labo- 
ratory in certain situations to incur cost 
overruns on work-for-others projects at the 
management and operating contractor's own 
expense. Instead, the Department inappro- 
priately funded those expenses incurred by 
the Laboratory. 

During a review of selected work-for 
others projects at the Laboratory, the inspec- 
tion identified cost overruns of $104,918 in 
Fiscal Year 1992 and $133,533 in Fiscal 
Year 1993 which had been inappropriately 
recharged by invalid cost corrections to De- 
partmental program accounts and/or other 
work-for-others customers. Also, the Labo- 
ratory partially financed a work-for-others 
project by improperly rebating overcollected 
Fiscal Year 1992 Laboratory-Directed Re- 
search and Development revenues to that 
project. The Laboratory had rebated 
$288,812, the entire amount for a category 
of work-for-others projects, to one project 
within the category. Had the rebate been 
prorated, the project should have received 
only about $46,000. Therefore, other 
work-for-others customers' projects were in- 
appropriately charged about $243,000 while 
the one project's funds were improperly 
supplemented by the same amount. 

Albuquerque Operations Office man- 
agement concurred with and identified cor- 
rective actions to address the recommen- 
dations. (IG-0369) 

$439 Million of Planned "Other Project 
Costs" Need More Attention 

The Department's project management 
system is the principal control system used 
to manage total project costs of major sys- 
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tem acquisitions. An audit found that, while 
significant and worthwhile accomplish- 
ments were evident in the Department's ex- 
isting project management system, addi- 
tional improvements could be made to fur- 
ther enhance project management. For ex- 
ample, for two major system acquisitions 
reviewed by auditors, almost $439 million 
of planned costs in a category called "other 
project costs" were not adequately addressed 
by the project management systems and 
were given considerably less management 
attention than construction costs. The audit 
disclosed that other project costs of about 
$336 million on the Advanced Photon 
Source project and $103 million on the Rel- 
ativistic Heavy Ion Collider had not been 
included in independent cost estimates con- 
ducted on these projects. Other project costs 
on the Advanced Photon Source increased 
almost 100 percent between project concep- 
tion and construction start, while other 
project costs on the Collider increased 59 
percent after project conception. 

The audit report recommended, among 
other actions, establishing controls to ensure 
that independent cost estimates for major 
systems acquisitions include total project 
costs. Field Management agreed with the 
intent of the recommendation and distrib- 
uted several guidance memoranda to pro- 
gram and operations offices to define, stan- 
dardize, and emphasize total estimated 
costs, other project costs, and total project 
costs. Management further stated that it has 
addressed total project costs in all recent in- 
dependent cost estimates, and that current 
independent cost estimate procedures re- 
quire total project costs to be addressed. 
(CR -B -95-02) 

Office of Inspector General Recommends 
Actions to Improve Property Manage- 
ment at Fernald 

As detailed in a March 1994 summary 
audit report on property management 
(Report No. IG-0344), the Office of Inspec- 
tor General issued 26 reports in the preced- 

ing 9 years that addressed problems with the 
Department's management of personal 
property. The issues identified by summary 
report suggested that the Department could 
have done more to ensure that its contractors 
followed sound business practices in manag- 
ing Government personal property. 

A June 1994 audit report related to 
property management at the Department's 
Fernald Site (Report No. ER-B-94-07) dis- 
closed that Fernald Corporation frequently 
shipped usable furniture, equipment, and 
materials to the Nevada Test Site for burial 
as low-level waste. Management concurred 
with the recommendations in that report and 
directed the Fernald Corporation to prepare 
a formal corrective action plan. 

A November 1994 audit report on prop- 
erty management at the Fernald Site de- 
termined that Fernald Corporation did not 
properly acquire, protect, and account for 
Government property as required by Federal 
and Departmental regulations. First, Fer- 
nald Corporation acquired more office furni- 
ture than needed. It purchased $2.1 million 
worth of furniture and over 16 months later 
still had $500,000 worth of fumiture stored 
in an off-site warehouse. Second, Femald 
Corporation did not adequately protect Gov- 
ernment property against damage and loss. 
Furniture and materials were damaged 
through mishandling, and the contractor did 
not promptly dispose of surplus property. 
Finally, Fernald Corporation did not prop- 
erly account for Government property in its 
possession or in the possession of its sub- 
contractors. It did not account for office 
furniture, and did not maintain accurate in- 
ventory records of stores items. 

To improve acquisition, protection, and 
accounting for Government property, the 
audit report recommended that the De- 
partment direct the Fernald Corporation to 
(a) properly account for furniture, (2) revise 
its organizational structure for better ac- 
countability and control, (3) determine 
availability of excess furniture before pur- 
chasing new, and (4) relocate storage of 
office-type stores. The audit report also rec- 
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ommended that the Manager, Ohio Field Of- 
fice, direct the contracting officer to deter- 
mine the allowability of $642,000 of costs 
for acquiring and storing furniture in surplus 
of needs. 

Management either concurred or con- 
curred in principle with all of the rec- 
ommendations. However, management did 
not address specific corrective actions to be 
taken in response to the recommendations. 
(ER-B-95-02) 

Management Agreed to Actions Which 
Would Eliminate Reimbursement of Un- 
necessary Trailer Leasing Costs 

The Department's acquisition regula- 
tions and the operating contract between the 
Department and the University of California 
required all real property holdings at Los 
Alamos National Laboratory to be planned 
and acquired efficiently and economically. 
However, Los Alamos leased portable office 
trailers rather than purchasing them, even 
though cumulative leasing costs were sub- 
stantially higher than initial purchasing 
costs. This practice occurred because Los 
Alamos had neither estimated the length of 
time such office space was needed, nor per- 
formed adequate "lease versus purchase" 
analyses to determine the most economical 
method of acquisition. As a result, Los 
Alamos spent about $277,000 more than 
necessary to provide employees with 12 
trailers. Further, continued leasing and de- 
layed purchase of another 32 trailers could 
cause Los Alamos to incur additional un- 
necessary costs of at least $837,000. 

Los Alamos officials were aware that 
long-term leasing of trailers rather than out- 
right purchases resulted in higher total costs. 
They cited difficulty in obtaining capital 
funds as the reason for leasing rather than 
initially purchasing the trailers. 

Accepting an Office of Inspector Gen- 
eral audit report's recommendation on this 
issue, Department management agreed to di- 
rect Los Alamos to estimate the time the 
proposed office trailers would be needed, 

perform a "lease versus purchase" analysis 
for each proposed acquisition, and choose 
the more economical option. If choosing to 
purchase, Los Alamos will request capital 
funds to purchase as soon as possible. Man- 
agement also accepted a recommendation to 
direct appropriate officials to formally no- 
tify the University of California that in the 
future, the Department will not reimburse 
Los Alamos for the types of unnecessary 
costs of leasing trailer office space identified 
in the Office of Inspector General audit re- 
port. (WR-B-95-02) 

Department Management Will Notify 
Congress of Changes to the Decontamina- 
tion and Waste Treatment Facility and 
Request Continuance of the Project 

In 1985, the Department proposed a $38 
million decontamination and waste treat- 
ment facility at the Lawrence Livermore Na- 
tional Laboratory. Since then, there have 
been major changes in plans for the pro- 
posed facility, and the total cost of the 
project will approach $131 million. The Of- 
fice of Inspector General conducted an audit 
to determine if the proposed project is 
needed to support the Laboratory's waste 
management program. 

In December 1993, the Oakland Op- 
erations Office made a comprehensive study 
evaluating the Laboratory's waste manage- 
ment requirements, concluding that the con- 
tinued need for the project was not clear and 
recommending that it be canceled or 
re-scoped. Initial audit field work also led 
the Office of Inspector General to the con- 
clusion that the project should be canceled 
because it no longer met documented mis- 
sion requirements. Subsequently, however, 
the Laboratory completed an alternative de- 
sign review that documented significant 
scope changes. At Department manage- 
ment's request, the auditors performed a 
limited examination of the review and de- 
termined that the Laboratory now appears to 
have a well-documented and reasonably pre- 
sented scope for its decontamination and 
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waste treatment facility. The new scope, 
however, is significantly different from, and 
over $90 million more expensive than, the 
version approved by Congress in 1986. In 
effect, the Department now has a new 
project that should be subjected to the same 
level of review as the original project. 

Department management stated that the 
Congress would be notified of the recently 
approved scope and cost of the decon- 
tamination and waste treatment facility. The 
notification will be included as part of the 
Fiscal Year 1995 Omnibus Reprogramming 
Request currently under preparation. Man- 
agement pointed out that Congress had been 
notified of changes to the original project 
via submission of construction project data 
sheets as part of the Department's annual 
budget process. (WR-B-95-04) 

Los Alamos Area Office Reported that 
the Laboratory Has Taken Steps to Im- 
prove Occurrence Reporting 

An Office of Inspector General in- 
spection disclosed that unusual occurrences 
and incidents at Technical Area 55 at Los 
Alamos National Laboratory had not been 
reported in accordance with Department pol- 
icies and procedures in effect at the time. 
Specifically, incidents which involved miss- 
ing equipment, vandalism, malicious mis- 
chief, and unauthorized tampering with 
high-voltage equipment, high-vacuum 
flanges, and a high-pressure manifold were 
not promptly reported. The applicable De- 
partment directive required three actions: 
(1) oral notification to the Department 
within 2 hours of the categorization of an 
unusual occurrence, (2) a "Notification 
Report" prepared and submitted within 24 
hours of categorization, and (3) within 10 
working days of categorization, submission 
of an "Occurrence Report." 

The abstract report of inspection rec- 
ommended that the Manager of the Al- 
buquerque Operations Office direct the Los 
Alamos National Laboratory to ensure that 
all future unusual occurrences at the Labora- 

tory are reported in accordance with the De- 
partment directive. 

The Acting Manager of the Los Alamos 
Area Office concurred with the inspection 
report's recommendation, stating that the 
Laboratory had: 

1. Formed an Occurrence Reporting 
Group with responsibility for im- 
plementing the Department direc- 
tive. 

2. Adopted a program requirement 
which defiies the elements that are 
necessary to implement the Labora- 
tory's policy and the Department's 
directive on occurrence reporting. 

Developed a matrix which elimi- 
nates some confusion in determin- 
ing which events are reportable. 

3. 

In addition, to allow for an independent re- 
view of all events, the operators of Techni- 
cal Area 55 reassigned responsibility for in- 
vestigating and reporting unusual occur- 
rences to the new Occurrence Reporting 
Group. (S931soI8) 

Management Directed Procurement Offi- 
cials to Give Additional Attention to a 
Contractor's Policies and Procedures for 
Reimbursing Relocation Costs 

To recruit employees with needed 
skills, Department of Energy contractors re- 
imburse newly hired and transferred em- 
ployees for their relocation expenses. Man- 
agement and operating contractor re- 
location expenses, which were reimbursed 
by the Department, totaled about $41 rnil- 
lion in Fiscal Year 1993 and included ex- 
penses associated with the sale of a resi- 
dence at the employee's old location; the 
purchase of a residence at the new location; 
shipment of household goods; and tempo- 
rary living expenses. 

An audit disclosed that, at 10 of 11 con- 
tractors reviewed, the Department did not 
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have adequate controls in place to limit con- 
tractor employee relocation reimbursements 
to mounts that were allowable and reason- 
able. This weakness occurred because of 
limited Department involvement in reloca- 
tion activities and vague and nonspecific 
policies and procedures. 

The audit report recommended that pol- 
icies used to determine allowable costs for 
relocation expenses be clarified on all new 
or renewed management and operating con- 
tracts. The audit report also recommended 
that Department management ensure that 
contractors implement internal financial 
management controls to provide reasonable 
assurance that relocation policies and prac- 
tices conform to contract provisions and 
their employees follow these policies. Addi- 
tionally, contractor internal audit staffs 
should emphasize this area in determining 
the allowability of relocation costs. 
Contractors should be required to refund 
identified unallowable costs. 

Management concurred with the finding 
and recommendations. During the audit, the 
Deputy Assistant Secretary for Procure- 
ment and Assistance Management recog- 
nized the need for management and opera- 
ting contractors to adhere more closely to 
contract provisions and directed procure- 
ment officials to give additional attention to 
the contractor’s policies and procedures for 
reimbursing relocation costs. (CR -B -95-04) 

Complainant Alleged Abuse of Overtime 
at Argonne National Laboratory 

The Office of Inspector General re- 
ceived a complaint that about a dozen Ar- 
gonne National Laboratory support staff 
were claiming 20-30 hours of overtime each 
week, but they were doing minimal work 
and often left early. The investigation did 
not establish any criminal violations relating 
to false claims by any of the employees. 
However, the investigation found that 
abuse of overtime was allowed to exist be- 
cause the Laboratory had inadequate internal 
controls to monitor employee overtime, and 

the Laboratory had not sought Department 
approval (per the terms of their contract) be- 
fore initiating overtime. 

The administrative report recommended 
that the Chicago Operations Office ensure 
that internal controls are maintained regard- 
ing overtime and Department approval is 
sought before the Laboratory initiates wide- 
spread overtime. The report also recom- 
mended that the Operations Office review 
the maintenance service request forms to en- 
sure that they are current and accurate. Ad- 
ditionally, the Operations Office should en- 
sure that overtime is worked only when nec- 
essary and that only critical work be done on 
overtime hours. In response to the investi- 
gative report, management stated that cor- 
rective action has either been taken or will 
be taken to address these concerns. 
(I91 CH012) 

Department Management Provides Writ- 
ten Guidance to Contracting Officers on 
Reviewing Claims for Exemption from 
Submission of Certified Cost or Pricing 
Data 

Based on the results of a Department of 
Defense Office of Inspector General audit, a 
multi-agency task force (including the De- 
partment of Energy Office of Inspector 
General) investigated claims by a vendor of 
Linatron X-ray machines for exemption 
from submission of certified cost or pricing 
data. Contracting officers are to review 
claims for exemption to ensure that they 
meet the requirements of the Federal Acqui- 
sition Regulation. Investigators found that 
the vendor had sold six Linatron X-ray ma- 
chines to the Department of Energy at a total 
cost of over $3 million. Invalid claims for 5 
of the 6 machines resulted in a 35 percent 
overcharge to the Department and its con- 
tractors of over $1 million. 

The U.S. Attorney declined prosecu- 
tion based on the fact that the cognizant con- 
tracting officers had accepted the vendor’s 
claims for exemption at face value instead 
of reviewing the claims in accordance with 
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the Federal Acquisition Regulation. The Of- 
fice of Inspector General’s investigative re- 
port to management recommended that con- 
tracting officers be reminded of the impor- 
tance of having certified cost and pricing 
data, and of the ramifications that could re- 
sult if exemptions to the Federal Acquisition 
Regulation are approved. 

Management concurred with the re- 
port’s recommendation and provided written 
guidance to contracting officers on new leg- 
islative requirements, including exemptions 
to the submission of cost or pricing data. 
Management also reminded contracting of- 
ficers of the requirements associated with 
granting exemptions to the submission of 
cost or pricing data. (191SF018) 

Investigation Report Recommendation 
Led to Increased Openness in 
Non-Exclusive Licensing Information at 
Oak Ridge National Laboratory 

A dosimeter manufacturer received a 
non-exclusive license from the Oak Ridge 
National Laboratory to manufacture and 
market radiation detectors (dosimeters). 

The manufacturer was not told that several 
Laboratory employees were planning on 
forming a business associated with the do- 
simeter technology and would be potential 
competitors. Officials of the manufacturer 
became concerned about conflict of interest 
and unfair competition. 

The Investigative report recommended 
that the Department ensure that the Labo- 
ratory has procedures in place covering the 
issuance of non-exclusive licenses to em- 
ployee inventor companies when similar li- 
censes on the same invention have been 
granted to others. The report also recom- 
mended that the Laboratory’s technology 
transfer program officials make public dis- 
closure of employee-inventors or their com- 
panies. 

The Oak Ridge Operations Office con- 
curred with the recommendations. The 
Laboratory modified its licensing policy to 
make available upon request the names of 
employee-inventors who have received li- 
censes related to their inventions. 
(1930R037) 
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PERFORMANCE MEASURE #2: 

AUDIT/INSPECTION SAVINGS, RECOVERIES 
AND FUNDS IDENTIFIED FOR BETTER USE 

Explanation: Costs which are recovered, saved, disallowed, or identified for better use 
(detailed definition appears in Section 4 of this Semiannual Report). For the OfJice of 
Audit Services, dollar amounts discussed for this perj%rmance measure are included in 
the audit statistics presented in Section 4 of the Semiannual Report. 

Bonneville Power Administration Could 
Save $5.8 Million in Future Residential 
Conservation Program Costs 

The Bonneville Power Administration 
is required to reduce electricity usage in the 
region through cost-effective energy conser- 
vation. An Office of Inspector General au- 
dit disclosed that Bonneville was not effec- 
tively managing two residential conserva- 
tion programs: the Shower Head Program 
and the Washington State Builders Program. 

Between January 1992 through Sep- 
tember 1993, Bonneville spent about $3.5 
million on shower heads (parts only) plus 
$9.9 million to install them, for a total cost 
of about $13.4 million paid to 34 utilities. 
At least $2.3 million of this amount, how- 
ever, was for shower head installations 
which were either not performed or not 
billed in accordance with the 1992 Agree- 
ment. Thus, the auditors concluded that 
Bonneville did not have the necessary con- 
trols in place to ensure that costs incurred 
were accurate and consistent with the 
Agreement. The audit report recommended 
that Bonneville review the shower head bill- 
ings to identify and correct inaccuracies and 
inconsistencies and to recoup overpayments 
made to the utilities. The report also rec- 
ommended that Bonneville establish a qual- 
ity assurance process for future shower head 
billings. 

During the same time period, Bonnev- 
ille also spent about $4.2 million for home 
builders to construct energy-efficient homes 
under the Washington State Builders Pro- 
gram. However, about $1.9 million of this 

amount represented the share that the elec- 
tric utilities should have paid to home build- 
ers. Therefore, the auditors concluded that 
Bonneville did not effectively manage the 
costs of its Washington State Builders Pro- 
gram. The audit report recommended that 
Bonneville initiate action to amend the 1992 
Agreement so that its payments under the 
Washington State Builders Program are lim- 
ited to the legislatively mandated amount. 

By implementing the audit report rec- 
ommendations for the Shower Head and the 
Washington State Builders Program, Bon- 
neville can save an additional $5.8 million 
in future residential conservation program 
costs. Management concurred with the find- 
ing and recommendations for the Shower 
Head Program. However, management did 
not concur with the finding and recommen- 
dation for the Washington State Builders 
Program, and this issue is still to be re- 
solved. (IG-0359) 

Department Can Preclude Spending $13.2 
Million for Replacement Property 

An Office of Inspector General audit 
addressed the issue that the Department 
planned to transfer, lease, loan or otherwise 
make available to economic development 
initiatives personal property at its Mound 
and Pinellas Plants. The audit disclosed 
that some of the property either had Defense 
Program requirements or was not properly 
screened to determine whether it was needed 
to fulfill other Departmental needs. As a re- 
sult, the Department planned to spend $13.2 
million to replace personal property with 
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Defense Programs requirements, as well as 
make available to economic development 
initiatives several hundred million dollars of 
personal property that may still be needed 
by the Department for other missions. 

The audit report recommended that 
Headquarters officials provide the Albu- 
querque Operations Office and the Ohio 
Field Office with direction which would re- 
quire that all personal property needed by 
the Department, for which Congress has not 
passed a specific appropriation, be trans- 
ferred to other Departmental facilities. In 
addition, the report recommended that the 
two Departmental offices ensure that per- 
sonal property disposition processes at the 
Mound and Pinellas Plants are consistent 
with the new direction. Management con- 
curred with the finding and recommenda- 
tions, and developed a corrective action 
plan. (IG-0360) 

$7 Million in Light Vehicle Acquisition 
Costs and $3 Million Annually in Mainte- 
nance Costs Could Be Saved by the De- 
partment 

An audit of the Department’s light ve- 
hicle fleet management determined that, 
based on use rates found during the audit, 
the Department could reduce its light vehi- 
cle fleet by at least 10 percent. The auditors 
estimated that such a reduction would result 
in potential savings of about $7 million in 
vehicle acquisition costs and $3 million an- 
nually through reduced operating and main- 
tenance costs, subject to certain offsetting 
costs discussed in the audit report. The au- 
dit also disclosed that some Department- 
owned fleets could be operated more eco- 
nomically by leasing the vehicles from the 
General Services Administration. This 
would allow the Department to modernize 
its light vehicle fleet and ensure that its re- 
sources were put to the best possible use. 

The audit report recommended that the 
Department improve the overall use of light 
fleet vehicles and conduct studies to deter- 
mine and use the most economical method 

of managing fleet operations. Management 
generally concurred with the findings and 
recommendations. Management stated that 
plans are being developed to more closely 
monitor vehicle use and take appropriate ac- 
tions for under-used vehicles, and a feasibil- 
ity study will be conducted to evaluate im- 
plementation of a Departmentwide vehicle 
management system. Studies will also be 
conducted to determine the most economical 
and efficient fleet operating methods. 
(16-0362) 

Staffing Requirements at the Strategic 
Petroleum Reserve Could Be Reduced 

At the request of the Deputy Secretary 
of Energy, the Office of Inspector General 
conducted an audit to determine if current 
staffing levels for the Strategic Petroleum 
Reserve were necessary to effectively ac- 
complish current and future anticipated mis- 
sion requirements. As of May 31, 1994, 
over 1,650 full-time equivalents were em- 
ployed by the Department and its contrac- 
tors to manage and operate the Reserve. 

The auditors compared Reserve perfor- 
mance levels and staffing practices with 
those for similar functions in the private sec- 
tor and other Department contractors. The 
audit disclosed that the Reserve staffing lev- 
els were significantly higher than those or- 
ganizations against which it was bench- 
marked. The auditors estimated that the 
realization of industry performance levels 
by selected Reserve activities would enable 
the Reserve to eliminate 329 positions, with 
an annual savings of about $16 million. 

The audit report recommended that the 
Assistant Secretary for Fossil Energy re- 
duce staffing in eight functional areas by 
329 positions and increase the span of con- 
trol for Reserve managers to one manager 
for at least ten subordinates. The Assistant 
Secretary should conduct additional analysis 
to determine if further staffing reductions 
are feasible and provide incentives to the 
management and operating contractors to 
reduce staffing and costs. The Assistant 
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Secretary should also perform periodic 
evaluations of Reserve staffing and re- 
quirements using appropriate external 
benchmarks and other performance data. 

The Assistant Secretary for Fossil En- 
ergy indicated that actions had been taken or 
were planned for each of the audit report 
recommendations. To provide additional 
analysis in determining appropriate staffing 
levels, the Reserve formally commissioned a 
streamlining initiative in December 1994. 
(IG-0370) 

An Audit Identified $2.9 Million in An- 
nual Savings in the Rocky Flats Plant An- 
alytical Services Program 

The management and operating contrac- 
tor at the Department's Rocky Flats Plant is 
responsible for acquiring or providing for 
the laboratory analyses of a large number of 
samples to support the Plant's environmen- 
tal restoration and waste management mis- 
sion and for worker health and safety pro- 
grams. Office of Inspector General auditors 
found that the contractor did not evaluate al- 
ternatives to contractor-provided analytical 
services. Instead, the contractor used 
in-house laboratories to provide analytical 
services when less expensive and more effi- 
cient services were available from subcon- 
tracted laboratories. As a result, three major 
programs will incur unnecessary charges of 
about $2.9 million annually and be required 
to accept data that is not as timely or reliable 
as that available from alternative sources. 

The $2.9 million in unnecessary charges 
will be incurred because Departmental con- 
tracting officials at Rocky Flats did not en- 
sure that the contractor's purchasing system 
required the contractor to evaluate alterna- 
tives and document that it chose the best 
method of providing services. As a result, 
the contractor continued using in-house lab- 
oratories to provide analytical services de- 
spite indications that such an arrangement 
was not cost effective or efficient. 

The audit report recommended that the 
Rocky Flats Field Office require the con- 

, 

tractor to evaluate acquisition practices to 
ensure that cost, quality, and timeliness are 
considered in deciding whether to provide or 
subcontract for laboratory analytical ser- 
vices. Management did not agree with the 
audit report finding or recommendation, al- 
though it did agree with some of the infor- 
mation upon which they were based. There- 
fore, management agreed to require the con- 
tractor to perform a "make-or-buy" analysis 
contemplated by the recommendation. 
Management's proposed action is respon- 
sive to that aspect-of the recommendation. 
(CR -B-95-01) 

The Department's Nevada Operations 
Office Should Recover $575,600 in Allo- 
cable Costs from Its Management and 
Operating Contractors 

Federal Government, Department of 
Energy, and Nevada Operations Office poli- 
cies require full recovery of all costs associ- 
ated with work for others projects. At Ne- 
vada, such costs encompass a number of al- 
locable categories, including administration, 
depreciation, and the costs of operating the 
test site. 

An Office of Inspector General audit 
found that Nevada's integrated management 
and operating contractors did not consis- 
tently recover these allocable costs when 
performing cash work for integrated con- 
tractors. Costs were not recovered either 
because of billing system internal control 
weaknesses or because the contractors did 
not gather sufficient information from their 
customers. At the same time, Nevada did 
not adequately monitor the recovery of allo- 
cable costs. Based on the audit, Nevada did 
not recover about $575,600 in allocable 
costs. 

The audit report recommended that Ne- 
vada require its management and operating 
contractors to recover all allocable costs 
from the active projects as of October 1, 
1994, and make necessary corrections to 
their billing systems to ensure appropriate 
cost recovery. Also, the contractors should 
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gather, before commencement of work, suf- 
ficient information about their customers 
and their customers’ sources of funds to re- 
cover all appropriate costs. Nevada should 
require the Chief Financial Officer to moni- 

pand the coverage of the financial compli- 

ance reviews to include the review of the 
application of rates to the integrated contrac- 
tor requests. Management concurred with 
the findings and agreed to implement the 
audit report’s recommendations. 

tor the application of allocable rates and ex- (WR -B -95-03) 
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PERFORMANCE MEASURE #3: 

LEGISLATIVE AND REGULATORY COMPLIANCE 
RELATED TO OIG RECOMMENDATIONS 

Explanation: Department adoption of principles and guidance contained in statutes, 
executive orders, and U.S. Code of Federal Regulations based on OIG recommendations. 

Department Management Begins to Dis- 
pose of Technical Surveillance Equipment 
Stored at Its Central Training Academy 

As a result of an inspection report is- 
sued in September of 1991 (IG-0299), the 
former Secretary of Energy directed that all 
equipment and devices designated as tech- 
nical surveillance equipment be sent to the 
Central Training Academy at Albuquerque 
for temporary storage. The equipment was 
to remain at the Central Training Academy 
until arrangements could be made to transfer 
it to local, state, or Federal law enforcement 
organizations. 

A followup inspection found that, three 
years after the Secretary’s direction was 
given, the final disposition of the technical 
surveillance equipment in storage at the 
Central Training Academy had not been de- 
termined, and arrangements had not been 
made to transfer this equipment to local, 
state, or Federal law enforcement organiza- 
tions. Instead, the Central Training Acad- 
emy was storing 555 pieces of technical 
surveillance equipment and related items 
from 21 Department of Energy field loca- 
tions. These items included pinhole lenses, 
mini closed circuit television cameras, and 
wireless microphones. These items also in- 
cluded locally manufactured equipment in 
covert housings such as stereo speakers and 
a pencil sharpener which contained cameras 
and/or microphones, and non-technical sur- 
veillance equipment items such as cables 
and power supplies. 

The followup inspection also found that 
Central Training Academy personnel did not 
perform the required 30-day inventories of 
the stored technical surveillance equipment, 

nor did the Central Training Academy have 
complete and accurate records of all equip- 
ment in storage. 

The inspection report recommended 
that the Department review the status of the 
technical surveillance equipment stored at 
the Central Training Academy to determine 
if the Department has a need to continue to 
hold any of the items. If a need does not ex- 
ist, then the Department should initiate ac- 
tion to transfer the items to local, state or 
Federal law enforcement organizations. 

The Director, Office of Nonprolifera- 
tion and National Security, concurred with 
the findings and recommendations. The Di- 
rector stated that equipment applicable to 
law enforcement has been made available to 
the Federal Bureau of Investigation and the 
National Park Service. The Director also 
stated that non-technical surveillance 
equipment has been returned to those De- 
partment Operations Offices that have re- 
quested this equipment, and that plans are in 
place to dispose of the remaining equipment 
through the Albuquerque Operations Office. 
(IG-036.5) 

An Audit Assisted the Department in En- 
suring New Construction Meets Energy 
Conservation Requirements 

The Department consumed over 42 tril- 
lion British Thermal Units (BTUs) of en- 
ergy during Fiscal Year 1992 at a cost of 
about $310 million. The energy was used 
for heating, air conditioning, lighting, re- 
search and manufacturing in nearly 9,000 
buildings with about 98 million gross square 
feet of floor space. Although most of these 
buildings are old, the Department has con- 
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structed over 8 million square feet of new 
building floor space since 1980. 

The Department established an energy 
efficiency and conservation program in 
compliance with the intent of Federal regu- 
lations and Presidential Orders. However, 
an Office of Inspector General audit found 
that Department field activities did not doc- 
ument that energy conservation features 
were evaluated and designed into new con- 
struction where feasible. Also, management 
and operating contractors at field activities 
did not determine the reasons as to why en- 
ergy savings which had been estimated at 
the time the buildings were designed were 
not attained after the buildings were com- 
pleted. The auditors identified several rea- 
sons, including incidents where some energy 
conservation features were deleted during 
building construction, were not functioning 
as designed, or were circumvented by build- 
ing occupants. Additionally, the auditors 
determined that the Department’s new build- 
ings database was incomplete and contained 
inaccurate information. 

The audit report’s recommendations 
addressing these weaknesses will help the 
DeDartment imurove its adherence to Fed- 
erd regulatio4 and Presidential Orders. 
The Director, Office of Infrastructure Sup- 
port Services, concurred with the recom- 
mendations. (CR-BC-95-01) 

An Audit Recommended Management 
Controls Which Would Help to Ensure 
Accurate Time and Attendance Reports 

An audit was conducted to assist the 
Department’s Fernald Area Office in deter- 
mining whether its management controls for 
time and attendance reporting were suffi- 
cient to ensure its employees actually 
worked and properly accounted for all hours 
for which they were paid. The Fernald Area 
Office had 72 full-time Government em- 
ployees at the time of the audit. Auditors 
found that the Fernald Area Office could 
improve its compliance with Federal and 
Departmental regulations on time and atten- 

dance by establishing better management 
controls over its time and attendance sys- 
tem. For example, the auditors found that 
time and attendance reports were often inac- 
curate and employees were sometimes paid 
for hours which they did not work. Also, for 
the pay period tested during the audit, leave 
charges were inaccurate for about 17 percent 
of employees, and about 24 percent of em- 
ployees were paid for hours they did not 
work or for which they could not adequately 
account. 

The audit recommended enhanced man- 
agement controls, including reviews of time 
and attendance reports by employees and 
their immediate supervisors for accuracy, 
supervisory approvals for unplanned ab- 
sences, and the location of timekeepers in 
close proximity with employees for whom 
they were responsible. 

As a result of the audit report recom- 
mendations, management implemented a 
policy to require employees to review and 
initial time and attendance reports, and it 
plans to implement a policy to require su- 
pervisors to review time and attendance re- 
ports for accuracy. Employees are now re- 
quired to obtain their supervisors’ approvals 
rather than contact their secretaries or time- 
keepers when absent. Also, management 
has assigned new timekeepers and located 
them within each division. Additionally, 
supervisors will be required to approve and 
record compensatory time in advance, and to 
obtain the Ohio Field Office Director of 
Human Resources’ approval under specific 
circumstances for employees to work at 
home for pay. (ER-B-95-01) 

Management Agreed to Obtain Clari- 
fication of the Comprehensive Environ- 
mental Response, Compensation, and Li- 
ability Act 

An audit disclosed that the remedial in- 
vestigation and feasibility study process at 
the Oak Ridge National Laboratory was 
generally managed in accordance with De- 
partmental goals and objectives and ap- 
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plicable laws and regulations. However, the 
audit identified expenditures for design 
costs which could have been avoided had 
the Oak Ridge Operations Office obtained 
clarification from the U.S. Environmental 
Protection Agency regarding requirements 
of the Comprehensive Environmental Re- 
sponse, compensation, and Liability Act. 
Specifically, the Department spent about 
$3.8 million to design remedial materials 
and facilities that might never be used at the 
Laboratory. Unnecessary costs included 
$893,000 for the design of three geomem- 
brane caps, $659,000 for the design of a liq- 
uid waste transfer and distribution station, 
and $2,250,000 for the partial design of sup- 
port facilities. 

The audit report recommended that the 
Manager, Oak Ridge Operations Office, re- 
quest the U.S. Environmental Protection 
Agency to clearly define the requirements of 
the Comprehensive Environmental Re- 
sponse, compensation, and Liability Act, 
and require the environmental restoration 
project managers to more closely coordinate 
with the U.S. Environmental Protection 
Agency on future projects. 

The Oak Ridge Operations Office Man- 
ager concurred with the recommendations 
and agreed to take corrective actions, al- 
though he stated that the $3.8 million esti- 
mate of unnecessary costs should be reduced 
to $2.9 million. The Manager also stated 
that the costs cannot be determined to be 
unnecessary until the regulators make a final 
determination. (ER-B-95-03) 

Management Planned Actions Based on 
Inspection Recommendations to Improve 
Federal Employees’ Compensation Act 
Compliance 

The Federal Employees’ Compensation 
Act (FECA) provides for the payment of 
compensation for wage loss, permanent im- 
pairment, and medical costs incurred by 
Federal employees as a result of injuries sus- 
tained during the performance of their du- 
ties. While the Department of Labor admin- 

isters compensation claims, the Department 
of Energy is required to bear its own com- 
pensation costs by reimbursing the Depart- 
ment of Labor for claims paid. 

An inspection of seven FECA claims at 
the Department’s Oak Ridge Operations Of- 
fice and the Office of Scientific and Techni- 
cal Information disclosed opportunities to 
improve FECA compliance. The inspection 
report contained eight recommendations 
which management has either implemented 
or is developing plans to implement in the 
near future. Included in management’s 
planned actions are (1) writing a Depart- 
mentwide guidance manual on processing 
worker compensation claims, (2) developing 
a question and answer sheet for claims pro- 
cessors to help them deal with common pro- 
cessing issues, (3) implementing basic and 
refresher training for personnel responsible 
for time and attendance reporting, (4) and 
training supervisory personnel on a 
one-to-one basis as FECA instances occur in 
their areas of responsibility. (INS-0-95-01) 

Possible Resource Conservation and Re- 
covery Act (RCRA) Violations Were 
Found at the Department’s Y-12 Plant at 
Oak Ridge 

An Office of Inspector General inspec- 
tor observed 30 gallons of unlabeled, 
half-filled, open buckets of an unidentified 
jade-colored liquid being stored beneath a 
stairwell in building 9212 at the Depart- 
ment’s Y-12 Plant. An investigation dis- 
closed that a flange leak in the basement of 
building 9212 had caused a caustic chemical 
to spill onto the floor of the building. The 
chemical had been determined to be a haz- 
ardous waste. It had been cleaned up, 
placed in open buckets and left under the 
stairway for about two weeks. This action 
was not in compliance with Department of 
Energy orders or state statutes regarding 
storage of materials covered under the 
RCRA. 

The investigative report recommended 
that the Oak Ridge Operations Office en- 
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sure all contractor employees generating po- actions are being taken and that, as a result 
tential RCRA waste are properly trained to of a combination of health, safety and envi- 
adhere to all RCRA requirements, and that ronmental issues, the contractor did not re- 
contractor employees properly report all ceive an award fee during the last rating pe- 
spills of contaminated waste to the Depart- riod for the Y-12 Plant operation. 
ment. Oak Ridge management informed the (I930R012) 
Office of Inspector General that corrective 
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PERFORMANCE MEASURE #4: 

POSITIVE CHANGES IN THE DEPARTMENT 
AFTER IMPLEMENTATION OF RECOMMENDATIONS 

Explanation: Implemented recommendations resulted in a positive change in the De- 
partment’s programs andlor organizations which increases the eficiency or effectiveness 
of the Department or the organization. Positive changes can occur, for example, at an 
operations, field or site office (local level), or at a program management level at Head- 
quarters. Inclusion of an item under this pe@ormance measure will require prudent 
judgment by the OIG on how well the needs and expectations of OIG customers have 
been met. Positive changes in customer perspectives, attitudes, or awareness may be ob- 
served in educational dialogue between customers and the OIG on a signijicant issue, 
requests for services, and feedback from customers. Each item will have narrative sup- 
port, emphasizing quantifiable benefits where evident, 

Revised Program Approach to Site Char- 
acterization at Yucca Mountain Reflects 
Department Awareness of Cost and 
Schedule Risks Under Current Program 

The Nuclear Waste Policy Act of 1982, 
as amended, required the Department to 
characterize Yucca Mountain as a potential 
repository for high-level radioactive waste 
and develop a site characterization plan. In 
developing this plan, the Department origi- 
nally estimated that site characterization 
would be completed by 1995. This date was 
later extended to 2001 as a result of a review 
conducted by the Secretary of Energy. To 
meet the site characterization date, two key 
activities involving above and below-ground 
exploration were scheduled to be completed 
by 1998. Given the levels of effort and 
funding as of Fiscal Year 1994, however, 
the above and below-ground exploration 
would not be completed until the years 2022 
and 2006, respectively. These activities 
were behind schedule because they had not 
received the necessary priority in light of 
limited funding. Until the Department prior- 
itizes the site characterization activities, the 
project will continue to fall further behind 
and cause an escalation of costs for the De- 
partment and the ratepayers involved. 

An Office of Inspector General audit of 
site characterization at Yucca Mountain rec- 

ommended that the Director, Office of Civil- 
ian Radioactive Waste Management conduct 
a critical path analysis of project activities, 
establish priorities based on that analysis, 
and allocate sufficient resources to those ac- 
tivities that are most critical to the timely 
completion of the repository program. The 
Director should also formulate completion 
dates for site characterization activities and 
other critical project activities included in 
the analysis and obtain the proper approval 
to establish the dates as the project baseline. 
The Director concurred with the intent of the 
recommendations contained in the audit re- 
port and explained a revised program ap- 
proach that would accelerate progress on the 
project while preserving key schedule mile- 
stones. The revised program approach does 
not require all measurements and analyses in 
the site characterization plan before evaluat- 
ing suitability, selecting a final design, and 
submitting a license application to the Nu- 
clear Regulatory Commission. The revised 
program permits the phasing of tests to 
achieve the early technical site suitability 
evaluation and preserves the schedule for li- 
censing, constructing, and operating the re- 
pository should the site be determined to be 
suitable. 

The finding and recommendations in 
the audit report relative to above and 
below-ground testing clearly support the 
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need for a re-designed approach to site 
characterization. The auditors agreed with 
the Director, Office of Civilian Radioactive 
Waste Management, who stated in recent 
testimony before the Nuclear Regulatory 
Commission that Yucca Mountain’s original 
site characterization program was no longer 
supportable since it had no apparent possi- 
bility of being funded at required levels and 
there was inadequate means for measuring 
annual cost and progress. Moreover, the au- 
ditors commend the Office of Civilian Ra- 
dioactive Waste Management for acknowl- 
edging the serious problems that existed in 
the site characterization program and for 
taking action aimed at returning the program 
to a schedule that preserves critical mile- 
stones. (IG-0366) 

Reviews of Contractor Disclosure State- 
ment Adequacy and Cost Accounting 
Standards Compliance 

The Office of Federal Procurement Pol- 
icy Act Amendments of 1988 requires cer- 
tain contractors and subcontractors to com- 
ply with the Government’s Cost Accounting 
Standards and to disclose in writing and fol- 
low consistently their cost accounting prac- 
tices. A disclosure statement is a written 
description of a contractor’s cost accounting 
practices and procedures, and includes 
methods of distinguishing direct costs from 
indirect costs and the basis used for allocat- 
ing indirect costs. The disclosure statement 
must be amended when a major change is 
made in cost accounting practices. 

Preparation of the disclosure statement 
and compliance with the Cost Accounting 
Standards are the responsibility of the con- 
tractor or subcontractor. The responsibility 
of the Office of Inspector General is to ex- 
press an opinion on the adequacy of the dis- 
closure statement and on whether the con- 
tractor’s actual cost accounting practices are 
in compliance with Cost Accounting Stan- 
dards in effect for that particular contract. 
Due to a lack of resources in the Office of 
Inspector General, we are working with rep- 

resentatives from the Office of the Chief Fi- 
nancial Officer to conduct these reviews. 
The Office of the Chief Financial Officer 
has responsibility for the oversight of finan- 
cial management activities at integrated con- 
tractors. This cooperative partnership 
should be an efficient means to obtain rea- 
sonable assurance that the disclosure state- 
ments are current, accurate and complete, 
and that the actual cost accounting practices 
are in compliance with Cost Accounting 
Standards. 

Recommendations made in reports gen- 
erated by the reviews include recommend- 
ing that the cognizant Department contract- 
ing officer require the contractor to: 

1. Prepare a revised disclosure state- 
ment to describe its revised practices 
for classifying, accumulating, and 
allocating indirect costs. The revised 
disclosure statement should also explain 
how inter-organizational transfers to 
other of the contractor’s business units 
are treated, as well as describe in more 
detail the contractor’s criteria for chang- 
ing actuarial computations and assump- 
tions. 

2. Recognize and account for indirect 
costs in accordance with Cost Account- 
ing Standards 410 and 418 and Federal 
Acquisition Regulation Part 3 1. 
(ER-L-95-05} 

Taxpayers May Be at Risk for Bearing 
Cooperative Research and Development 
Agreement Costs That Should Have Been 
Borne by Non-Federal “Partners” 

The Department recently reached a 
milestone of having 1,OOO Cooperative Re- 
search and Development Agreements 
(CRADAs), with a total combined public 
and private funding value of about $2 bil- 
lion. A CRADA is a cost-sharing agreement 
between the Government and a non-Federal 
entity in which the Government contributes 
funds-in-kind, such as facilities , personnel, 
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and equipment. The non-Federal "partner" 
may make cash payments to the Govern- 
ment in addition to its own in-kind contribu- 
tions. CRADAs were to be structured to 
provide mutual benefits to the Department 
and industry, such as leveraging scarce re- 
search and development resources, increas- 
ing the exchange of ideas, and providing ac- 
cess to facilities, equipment, and experts. 
Congress has authorized the Department's 
national laboratories to enter into CRADAs 
directly with non-Federal participants with- 
out triggering the many legal conditions, 
such as adherence to acquisition regulations, 
otherwise used by the Federal Government. 

An audit was conducted at Sandia Na- 
tional Laboratories to determine if current 
practices were adequate for verifying the 
in-kind contributions of Sandia's CRADA 
partners. As of November 1994, Sandia hzd 
about 210 CRADAs totaling about $546 
million, with roughly $240 million being 
contributed by the Department. The major- 
ity of the partners' approximately $306 mil- 
lion share was funds-in-kind contributions, 
which were their costs for labor, facilities, 
equipment, and material that they contrib- 
uted to the projects. 

For the CRADAs reviewed, the auditors 
determined that although the Department es- 
tablished a 50/50 CRADA cost-sharing goal, 
it did not establish controls to provide rea- 
sonable assurance of achieving that goal. 
The Department's CRADAs, for example, 
did not include provisions that specified 
how the partner was to charge its costs or 
that provided for Government access to the 
partner's cost records. Sandia used "success 
factors," such as technical achievements, as 
an indirect verification that partner contribu- 
tions were being made; however, such fac- 
tors could not be expected to disclose 
whether a partner was inappropriately fund- 
ing the costs of in-kind contributions. In 
fact, some CRADA partners shifted an inap- 
propriate part of their share of costs to the 
Government when charging such costs to 
Federal contracts. At the request of the au- 
ditors, the Defense Contract Audit Agency 

examined in-kind contributions for six San- 
dia CRADA partners and found that two 
partners had inappropriately charged Gov- 
ernment contracts about $160,000 of the re- 
corded costs of about $371,000. If the cost 
shifting trend continues over the life of these 
two CRADAs, the Government will bear 
about $784,000 of the partners' $1.4 million 
in contributions. 

The audit report informed Department 
management that there is not a common un- 
derstanding between the Department and its 
CRADA partners as to the amount of partner 
costs that could be legitimately charged to 
the Government. The taxpayer, therefore, 
may be at risk for bearing costs that should 
have been borne by the partner. Cost shift- 
ing, by reducing the partner's financial risk, 
might also reduce the partner's incentive to 
exert best efforts to achieve project success. 
The fact that it is the Defense Contract Au- 
dit Agency's job to control contractor costs 
does not relieve the Department from the re- 
sponsibility to have strong prevention con- 
trols in place in its CRADAs. 

To facilitate positive change in the 
CRADA process, the audit report provided 
details of the problem to management to en- 
able it to focus on preventive action for fu- 
ture CRADAs. Therefore, the audit report 
did not contain formal recommendations for 
corrective action. The information ex- 
changed between the auditors and Depart- 
ment managers should facilitate positive 
change for future CRADA practices. 
(WR-B-95-01) 

Audit Report Increased Department 
Management Awareness of Opportunities 
to Improve the Efficiency and Adequacy 
of Security Police Officer Training 

An audit of security police officer train- 
ing disclosed that the Department had not 
established standardized annual refresher 
training requirements for its security forces 
and that individual sites were developing 
and implementing training programs and 
course plans without emphasis on standard- 
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ization. Potential duplication of effort exists 
and incomplete coverage of applicable secu- 
rity issues may occur due to the absence of 
specific annual training requirements. The 
current situation allows field sites to inde- 
pendently develop training programs and to 
interpret annual training requirements dif- 
ferently. 

The audit also showed that training 
plans at six sites needed improvements to 
ensure that the plans were complete and that 
they addressed the training needs of the De- 
partment. The audit found that the training 
plans were not approved in advance by De- 
partment personnel, did not clearly describe 
the types and duration of training required 
or needed, did not correspond with the com- 
pleted training recorded for the officers, and 
did not include an estimate of the costs nec- 
essary to carry out the training. In addition, 
the training plans did not identify the differ- 
ent categories of officers, the training 
courses they were to receive, or the descrip- 
tions of those courses. Site training records 
showed that the officers' actual training var- 
ied significantly from the courses outlined in 
the training plans. 

The Office of Safeguards and Security 
within the Department's Office of Nonpro- 
liferation and National Security generally 
agreed with the intent of the report's rec- 
ommendations for improvements to security 
police officer training. The Office of Safe- 
guards and Security stated that it develops, 
interprets, and maintains security training 
policy; provides programmatic assistance to 
field organizations; and develops and con- 
ducts standard training. However, the Of- 
fice of Safeguards and Security believed that 
it had no authority to ensure implementation 
of its policies, and that the authority resided 
with the Deputy Assistant Secretary for Se- 
curity Evaluations within the Office of the 
Assistant Secretary for Environment, Safety 
and Health. Within the current organization 
of the Department of Energy, the Office of 
Safeguards and Security believed that it 
cannot ensure that field organizations per- 
form at a recommended level. 

The audit report recommendations ap- 
pear to have raised Department manage- 
ment's awareness of potential duplication of 
security training efforts, as well as of oppor- 
tunities to consolidate parts of the security 
training program and to standardize training 
requirements and procedures. (CR-B-95-03) 

Department Program Office Provided 
Further Guidance Following Office of In- 
spector General Recommendation on 
Contract Administration Training 

The Office of Inspector General was 
asked to assist in a joint investigation on 
contractor cost and labor mischarging that 
was being conducted by several law en- 
forcement offices. The contractor was per- 
forming work for several Government enti- 
ties, including a Department of Energy pro- 
gram office. The Office of Inspector Gen- 
eral provided assistance on the joint investi- 
gation by conducting interviews, obtaining 
vouchers and related Department of Energy 
documents, and serving as liaison between 
Department of Energy officials and the other 
law enforcement agencies. The joint inves- 
tigation resulted in the contractor's guilty 
plea to a charge of submitting a false claim 
to the Government, and an agreement to pay 
restitution of $1.4 million to the General 
Treasury and a fine of $600,000. 

During Office of Inspector General in- 
terviews, a senior Department of Energy of- 
ficial acknowledged that he had instructed 
the contractor to "cross-charge" costs on 
several occasions from one task to other 
tasks on the same contract. The senior offi- 
cial stated that he did not intend for the con- 
tractor to defraud the Government or to 
permit the contractor to submit false claims. 
The senior official implied that his actions 
were based on the needs of the office, in that 
work stoppages might have resulted other- 
wise. The joint investigation did not reveal 
that the senior official's instructions to 
"cross-charge" among the program office's 
tasks had led to the contractor's extensive 
mischarging on some Government contracts. 
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In a report to the Department of Energy 
program office administrator, the Office of 
Inspector General recommended that pro- 
gram office personnel involved in the ad- 
ministration of contracts be adequately 
trained to perform their duties. Program of- 
fice officials should also be familiar with 
procurement regulations which govern con- 
tracts within their purview, and appropriate 
program personnel should thoroughly re- 
view contract vouchers. Additionally, pro- 
cedures should be established to review con- 
tractor performance during the course of a 
contract. 

The program office administrator re- 
sponded to the recommendations by issuing 

a new, revised technical monitor's guide to 
program office monitors; establishing quar- 
terly meetings for program office technical 
monitors; arranging for all contracting of- 
ficer representatives to receive training in 
voucher examination and cost analysis; and 
instituting a program for site visits to off-site 
contractor locations. Also, the contracting 
officer has begun conversations with pro- 
gram office contractors regarding the inclu- 
sion of more detailed information on vouch- 
ers submitted for payment. Department 
program office and procurement manage- 
ment believe that the "lessons learned" from 
this incident will be helpful for monitoring 
all contracts. (193HQOII) 
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PERFORMANCE MEASURE #5: 

COMPLAINTS RESOLVED 

Explanation: Complaints and allegations resolved as a result of OIG work. Complaints 
and allegations are considered resolved when a case is closed. Prosecutions and exon- 
erations are included in this measurement. Complaints and allegations which are re- 
ferred to management without requiring a management response and rderrals to other 
agencies do not count as resolutions and will not be included in this statistic. 

Management Actions, Both Taken and 
Planned, Should Resolve Complaints Re- 
garding Off-Site Procurements at the De- 
partment’s Hanford Site 

The Office of Inspector General in- 
quired into complaints it received regarding 
the poor quality of off-site procurements at 
the Department’s Hanford Site. The pro- 
cured items included a carbon tetrachloride 
drum loading cabinet, flange guards, and air 
filters. Office of Inspector General inspec- 
tors substantiated that repairs had been re- 
quired before the items could be used satis- 
factorily, in spite of the fact that the carbon 
tetrachloride drum loading cabinet had 
passed a quality assurance receipt inspection 
and the air filters had passed item testing 
and certification by the vendor. 

Based on recommendations made in the 
Abstract Report of Inspection, management 
took, or plans to take, corrective actions 
which include directing the Hanford Site 
contractor to review purchase requisition re- 
quirements through its internal audit or- 
ganization to ensure that adequate details are 
included in those requirements. The con- 
tractor’s quality assurance organization has 
been directed to perform a self-assessment 
of the quality assurance actions involved in 
the procurement process. Further, the con- 
tractor will be directed to submit an Ac- 
countability Event Report on the repairs 
identified in the Abstract Report of Inspec- 
tion so that the Richland Operations Office 
can determine whether the costs associated 
with those repairs were avoidable. The 
Richland Procurement Division reviewed 

the warranties and subcontract provisions of 
the contractor’s procurement system during 
a May 1993 Contractor Purchasing Review 
and concluded that those provisions were 
adequate. (S931S021) 

Program Administrator Is Required to 
Repay the Government in Annual Leave 
and Cash for Board of Visitors Trips to 
His Alma Mater 

The Office of Inspector General re- 
ceived a complaint concerning possible im- 
proper activities by a Department Program 
Administrator. The complainant alleged 
that the Administrator, who was a member 
of his college’s Board of Visitors, routinely 
attended Board of Visitors meetings at the 
college without taking annual leave. 

An Office of Inspector General inspec- 
tion substantiated the complainant’s allega- 
tion. A limited review and analysis of se- 
lected Board of Visitors records and travel 
records of the applicable Department pro- 
gram office showed that, between Novem- 
ber 1989 and May 1994, the Administrator 
used 33 official work days to attend Board 
of Visitors meetings at the college. He 
claimed that he considered his participation 
on the college’s Board of Visitors part of his 
official duties. However, the Administrator 
had held the position on the Board of Visi- 
tors before his Department of Energy em- 
ployment, the college had not requested a 
representative from the Department, the 
Administrator had reported on financial dis- 
closure forms that the Board position was an 
outside activity, and he had never ques- 
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tioned memoranda which he had received 
from Department counsel calling his atten- 
tion to regulations on outside activities. 

In response to recommendations in the 
inspection report, Department management 
determined that the Administrator’s atten- 
dance at Board of Visitors meetings at the 
college was not an official duty and that ap- 
propriate deductions should be made from 
his annual leave account, and/or he should 
repay equivalent funds to the Government. 
(S94ISO7.5) 

Savannah River Operations Office Man- 
ager States that Corrective Actions Will 
Be Taken to Address a Complaint R e  
garding ADP Equipment Acquisitions 

The Office of Inspector General re- 
ceived a complaint that the Savannah River 
Operations Office was taking improper ac- 
tions to convert as quickly as possible from 
varied personal computer systems to one 
common system. An inspection substanti- 
ated the complaint. Inspectors found that 
the Operations Office had, on five separate 
occasions, failed to conform to Federal regu- 
lations in the acquisition of personal com- 
puter equipment. Some senior Operations 
Office officials did not comply with restric- 
tions on using small purchase procedures, 
nor did they follow the Operations Office’s 
own requirements for identifying in their or- 
ganizational acquisition plans all projected 
acquisitions of computer equipment in ex- 
cess of $25,000. Specifically, the officials 
approved procurement of $41 6,938 worth of 
computer equipment by issuing 28 separate 
purchase requisitions. These requisitions 
were then “batched” to support 14 purchase 
orders in such a manner as to keep the total 
for each purchase order at a level where 
small purchase procedures apply. The in- 

’ spection also disclosed that the Operations 
Office’s procurement staff did not properly 
exercise their responsibility to identify and 
reject purchase requisitions which are not in 
conformance with small purchase provisions 
of Federal regulations. 

The Operations Office Manager con- 
curred with the inspection report’s recom- 
mendations, agreeing that contracts division 
personnel should be instructed to increase 
their review of batch submissions of pur- 
chase requisitions for computer equipment 
for compliance with applicable Federal reg- 
ulations. The Manager indicated that a 
long-term requirements contract will be in 
place in February 1995 and should eliminate 
the use of purchase orders for acquiring 
computer equipment. (S94ISO48) 

Inappropriate Material Is Discovered on 
a Publicly Accessible Department of En- 
ergy Computer Bulletin Board 

A complainant notified the Office of In- 
spector General that games, sexually ori- 
ented material, and other inappropriate 
software resided on a Department of Energy 
electronic bulletin board which was accessi- 
ble by the public. The complainant for- 
warded a copy of the opening computer 
screens of the bulletin board system which 
identified the system operator as an em- 
ployee at Department Headquarters. The 
complainant also forwarded a partial list of 
the files contained on the bulletin board sys- 
tem, including over 400 games, sexually 
oriented material, tax preparation software, 
genealogy programs, baseball card catalogu- 
ing programs, and a draft Department bud- 
get document. The Headquarters employee 
told Office of Inspector General inspectors 
that the bulletin board system had been run- 
ning for over eight years and had over 1,000 
active users. 

After reviewing the material provided 
by the complainant and confirming by re- 
mote access that the alleged types of mate- 
rial were present, the inspectors notified the 
cognizant Department manager of the exist- 
ence and general contents of the computer 
system. The Department manager then shut 
down and removed the bulletin board sys- 
tem from the employee’s office and notified 
the Office of Inspector General that he 
would conduct a detailed review of the inci- 
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dent and report on the findings. 
The Office of Inspector General made 

several recommendations which, when im- 
plemented, would help to decrease the 
chances of similar occurrences. Department 
management concurred with the recommen- 
dations. (S941S0.52) 

Laboratory Computers Were Used to 
Store and Distribute Pirated Software 
and Pornography 

The Office of Inspector General re- 
ceived information that some pornographic 
photographs were found on a Lawrence 
Livermore National Laboratory computer. 
Working cooperatively with Laboratory 
computer security staff and University of 
California Police, the Office of Inspector 
General investigators learned that the em- 
ployee stored over 40 gigabytes (about 2.24 
million pages) of pornographic material and 
stolen software on the hard drives of three 
Laboratory computers and numerous tape 
diskettes. The employee had set up a com- 
puter "post box" five years earlier using the 
three Laboratory computers to collect digital 
photos of musical groups. The post box 
(specifically, a Unix server) permitted de- 
posit, storage and distribution of numerous 
files. The post box was connected to a line 
accessible 24 hours per day through the In- 
ternet, and he gave post box access codes to 
a select group of people. His collection 
grew to include pornographic images. 
When it grew beyond the storage capacity of 
the three computer hard drives, he began 
storing the data on tapes. The employee 
then created a second post box to collect and 
distribute pirated software in a manner simi- 
lar to that being used to distribute the por- 
nography. The estimated value of the pi- 
rated software is $1,975,000. 

The U.S. Attorney's Office declined 
prosecution because the employee did not 
personally profit from his network, nor did 
he facilitate the exchange of child pornogra- 
phy. The employee was allowed to resign 

from the Laboratory. He pled guilty in state 
court to one felony count of computer 
related crimes and was given 3 years proba- 
tion. He was also fined $2,000 and ordered 
to pay restitution of over $16,700. 

An administrative report to manage- 
ment was issued to the Associate Deputy 
Secretary for Field Management, resulting 
in a commitment from Department manage- 
ment to increase awareness of what consti- 
tutes misuse of Government computers at 
Department sites and to strengthen policies 
which ensure the proper use of Government 
equipment. 

Computer Security and Information 
Management personnel from contractor sites 
and the Department's Operations Offices at- 
tended a symposium sponsored by the Oak- 
land Operations Office to discuss instances 
of computer misuse at Department sites, ex- 
isting programs aimed at guaranteeing 
proper use, and cost-effective methods to de- 
tect misuse and employ products that allow 
for success measurement. (194LU)25) 

Contractor Employee Brought Personal 
Firearms onto Government Property 

A complainant notified the Office of In- 
spector General that a contractor employee 
was bringing personal firearms onto Oak 
Ridge National Laboratory property. A 
search of the employee's vehicle in a Labo- 
ratory parking lot uncovered an unloaded 
.22 rifle and a .357 magnum handgun loaded 
with three rounds. The employee claimed 
that he maintained the weapons to frighten 
dogs away from his cattle and that he had 
forgotten to remove the weapons from his 
truck. 

The investigative report recommended 
that the Oak Ridge Operations Office en- 
sure that the contractor takes appropriate 
disciplinary action concerning the employ- 
ee's possession of personal fiearms on 
Government property. Oak Ridge should 
also ensure that all employees at the facility 
are reminded about what articles are prohib- 
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ited on all Government property, including 
parking lots. The contractor employee was 
placed in the contractor’s disciplinary pro- 
gram. (1940R008) 

Laboratory Employee Used Government 
Time and Computers for Personal Busi- 
ness 

The Office of Inspector General inves- 
tigated an allegation that a Lawrence Liver- 
more National Laboratory contractor em- 
ployee performed consulting work for a pri- 
vate contractor when he was supposed to be 
performing work for the Government. The 
investigation revealed that the employee 
performed about 18 hours of consulting 
work during Laboratory working hours. The 
employee also used Laboratory computer 
equipment to prepare his personal resume 
and to prepare personal correspondence to 
private firms regarding product information. 
Additionally, he used Government computer 
equipment to track his personal financial 
data, prepare information for the Internal 
Revenue Service, and compose personal let- 
ters. 

The investigative report recommended 
that the Department direct the Laboratory to 
pursue appropriate disciplinary and/or ad- 
ministrative action against the employee, 
who subsequently resigned. (193LL033) 

Laboratory Employee Conducted Pri- 
vate Enterprise During Government 
Working Hours 

The Office of Inspector General inves- 
tigated an allegation that a Lawrence Liver- 
more National Laboratory contractor em- 
ployee sold real estate while on the job. The 
investigation determined that, from April to 
December 1993, there were 794 toll calls 
made from the employee’s telephone, total- 
ling 37 hours at a cost of $64.28. About 300 

of the calls were to local real estate agents, 
mortgage brokers, insurance firms and 
banks. Based on the employee’s hourly sal- 
ary and other cost factors, the total value of 
the time which the employee spent on per- 
sonal business was about $723. 

The investigative report recommended 
to the Department that appropriate 
administrative action be taken against the 
employee. Laboratory management gave 
the employee a letter of reprimand and di- 
rected that restitution be made in the amount 
of $1,050. (I94LLO06) 

A Supervisor Attached a Listening De- 
vice and a Recorder to a Subordinate’s 
Telephone 

The Office of Inspector General was in- 
formed that a subcontractor employee had 
complained that her supervisor had attached 
a listening device and a tape recorder to her 
office telephone at the Department’s Savan- 
nah River Site. 

Investigation substantiated the allega- 
tion. The supervisor admitted attaching the 
listening device and recorder to the com- 
plainant’s telephone. He claimed that he did 
so to gain information supporting his belief 
that his subordinate was trying to get him 
fired, The supervisor stated that he had re- 
ceived general employee training when he 
began his employment with the subcontrac- 
tor at the Savannah River Site, and he was 
aware of the Federal regulation regarding 
recording devices at Government facilities. 
The Federal Bureau of Investigation was in- 
formed of the incident, and the subcontrac- 
tor fired the supervisor. The Assistant U.S. 
Attorney declined prosecution because dis- 
ciplinary action had been taken against the 
supervisor, he had not been involved in a 
conspiracy, and he had not gained finan- 
cially from his conduct. (195SROO6) 
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PERFORMANCE MEASURE #6: 

INVESTIGATION RECOVERIES/FINES 
AND FUNDS IDENTIFIED FOR BETTER USE 

Explanation: Applies to investigations and allegation-based inspections only, and con- 
sists of recoveries and fines which were collected as a result of management actions 
based on OIG work, as well as fin& identified in reports for better use. Statistics on in- 
vestigative recoveriesifines will be collected separately and will be included in Section 4 
of the Semiannual Rebort. 

A Joint Investigation at Lawrence Liver- 
more National Laboratory Led to Recov- 
ery of Stolen Computers and a Successful 
Prosecution 

The University of California Police De- 
partment informed the Office of Inspector 
General that protective service officers at 
the Lawrence Livermore National Labora- 
tory were involved in a conspiracy to steal 
Department computers and sell them. A 
joint University Police and Office of Inspec- 
tor General investigation was initiated. 

The investigation disclosed that a pro- 
tective service officer was involved in the 
theft of five MacIntosh Powerbook portable 
computers. During questioning, the officer 
said that he had purchased the five comput- 
ers from an unidentified person. He claimed 
that he had kept one of the computers for 
personal use, sold two to two laboratory em- 
ployees, and sent the two remaining com- 
puters to potential customers for testing. 
The investigation revealed that one of the 
computer purchasers was another protective 
service officer who had been trained to iden- 
tify altered serial numbers and should have 
known that the computer was stolen. 

The Laboratory fired both protective 
service officers, and the Alameda County 
District Attorney’s Office accepted the case 
for prosecution. The former protective ser- 
vice officer was charged with felony grand 
theft and possession of stolen property under 
the California Penal Code. He pled guilty to 
one felony count of possession of stolen 
property and was ordered to return the De- 

partment of Energy’s five computers, which 
were valued at $16,269.25. In October 
1994, the individual was sentenced to three 
years probation, ordered to pay $5,000 in 
restitution, fined $250 for probation costs, 
and fined another $250 for restitution pro- 
cessing expenses. ( I 9 4 U 2 1 )  

A Community Action Agency Paid Over 
$180,000 to Two Companies for Weather- 
ization Material and Labor that Were 
Never Received 

The Office of Inspector General re- 
ceived allegations that a community action 
agency in the Midwest had, over a 2-year 
period, paid two companies over $180,000 
for weatherization material and labor that it 
did not receive. An investigation substanti- 
ated the allegations, finding that the agen- 
cy’s weatherization director used his official 
position to direct weatherization funds to 
three companies for work that was not done 
or for double payment of the same work. 
Two of the three companies were not bona 
fide companies; they existed in name only 
and performed no work and sold no materi- 
als to the community action agency. The 
agency’s weatherization director received 
kickbacks from the individuals who partici- 
pated in the scam. 

As a result of the investigation, six in- 
dividuals were indicted by a Federal grand 
jury for conspiracy, theftbribery from a 
Federal program, money laundering, and 
criminal forfeiture of property. The six de- 
fendants pled guilty in Federal court to fel- 
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ony or misdemeanor counts. The agency's 
weatherization director was sentenced to 15 
months incarceration and 3 years of super- 
vised probation. In addition to various con- 
finement and probation stipulations, the six 
defendants were ordered to pay a total of 
$157,457 in restitution ($111,OOO of the 
amount coming from the agency's weather- 
ization director). In March 1995, the De- 
partment's Deputy Assistant Secretary for 
Procurement and Assistance Management 
issued eight suspension and proposed de- 
barment notices against the six individuals 
and two companies. 

The investigation also revealed that the 
weatherization director had used embezzled 
funds to make a downpayment on the pur- 
chase of a farm. A civil forfeiture com- 
plaint has therefore been filed in Federal 
court to recover these Federal funds or for- 
feit the farm to the United States. 
(I93 CHOOl ) 

Contractor Employee Submitted Falsi- 
fied Relocation Lodging Receipts 

Martin Marietta Energy Systems audi- 
tors notified the Office of Inspector General 
that a former Energy Systems employee had 
submitted three vouchers with falsified relo- 
cation lodging receipts and babysitting re- 
ceipts in the amount of $3,312.80. During 
the investigation, the former employee ad- 
mitted falsifying the three vouchers. He 
said that he had lost money on a previous 
transfer and had not wanted to lose again. 

The Assistant U.S. Attorney accepted 
this case for prosecution. The former em- 
ployee then reimbursed the Government 
$3,312.80 and the cost of his transfer, about 
$20,000. (I94OROI 0) 

Department Management and Operating 
Contractor Reported Burglary of Its Of- 
fices 

A Department management and operat- 
ing contractor reported a burglary of its 
Pleasanton, California, office to the Office 

of Inspector General. The resulting investi- 
gation revealed that the contractor's per- 
sonal property management was not in com- 
pliance with its contract and that its in- 
ventory control of the Department's 
non-capital property was weak. For exam- 
ple, tools and other pilferable items were not 
marked with Department identification as 
required. This fact, along with poor excess- 
ing controls, had enabled two current em- 
ployees and one former employee to steal 
Department property. A review of Office of 
Inspector General files disclosed that a simi- 
lar burglary had occurred at the contractor's 
office in 1991, during which $10,000 was 
stolen and a contract security guard was se- 
verely beaten and hospitalized. 

In cooperation with local police and the 
district attorney, search warrants were exe- 
cuted on several residences and vehicles. 
Ultimately, about $28,000 in Department 
property was seized, three subjects pled 
guilty to charges of possession of stolen 
property and grand theft. In addition to pro- 
bation, they were ordered to pay over $6,400 
in fines and restitution. (194LU)08) 

Kickbacks to Contractor Employees at 
Naval Reactors Facility in Idaho Falls 
Led to Indictments, Guilty Pleas, Fines 
and Incarcerations 

The Office of Inspector General was no- 
tified that a contractor employee at the Na- 
val Reactors Facility in Idaho Falls ar- 
ranged for procurements to be awarded to a 
specific vendor in return for a percentage of 
the net profits. A task force investigation 
including several law enforcement agencies 
determined that the contractor employee ar- 
ranged for $451,875 in "sole sourced" pro- 
curements to one vendor. The employee 
had created a special company to facilitate 
kickbacks to himself and two other employ- 
ees. 

A 56-count indictment resulted from the 
investigation. In addition to various terms 
of incarceration and probation, the sentenc- 
ing resulted in $4,300 in fines and over 
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$100,000 in restitution. The Office of In- 
spector General recommended to the De- 
partment that 5 individuals and 5 compa- 
nies involved in the overall scheme be de- 
barred. (I9lIFOO3) 

Substandard Solid State Relays Result in 
a $1.25 Million Settlement 

An investigative task force was notified 
that an electronic parts vendor had supplied 
Government agencies with solid state relays 
which had not been tested as required by the 
vendor’s contract. The investigative task 
force, of which the Office of Inspector Gen- 
eral was a member, established that the ven- 
dor intentionally sold certain lots of solid 
state relays to the Government where more 
than the allowed 5 percent of relays in the 
lots had failed to meet the standard set in its 
contract. The vendor agreed to pay a 
$1,125,200 settlement to the United States. 
(I93AL007) 

Westinghouse Savannah River Company 
Employee Convicted of Theft and Embez- 
zlement of Government Property Wins 
Unemployment Benefits 

An Office of Inspector General investi- 
gation determined that a Westinghouse Sa- 
vannah River Company employee was in 
possession of a box of computer-related 
hardware estimated to be worth about 
$3,300 and numerous storage diskettes con- 
taining computer-based training programs 
with an estimated value of $350,000. West- 
inghouse terminated the employee for unau- 
thorized possession of Department of En- 
ergy property, and a grand jury indicted him 
for theft and embezzlement of Government 
property. The employee pled guilty in Fed- 
eral court to theft in the amount of $5,000. 
The Assistant U.S. Attorney was unable to 
charge the value of the computer-based 
training programs because of poor controls 
over the programs. 

The employee appealed an initial denial 
of unemployment benefit payments, re- 

futing Westinghouse’s claim that he had 
been in possession of Government property. 
Because Westinghouse failed to send a rep- 
resentative to the appeal hearing before the 
South Carolina Unemployment Insurance 
Commission, the employee won his appeal 
by default and received unemployment ben- 
efit payments. 

The investigative report recommended 
that the Department’s Savannah River Oper- 
ations Office review Westinghouse’s system 
which classifies and tracks computer hard- 
ware in site inventories. The Operations Of- 
fice also should review Westinghouse’s 
practice of accounting for individually li- 
censed software. The investigative report 
additionally recommended that the Opera- 
tions Office review Westinghouse’s policies 
and procedures for attending unemployment 
insurance claims appeals hearings for em- 
ployees terminated for cause. (193SR016) 

Investigations of Travel Waste and Abuse 
Cases Result in Monetary Recoveries and 
Disciplinary Actions 

During this reporting period, the Office 
of Inspector General concluded several in- 
vestigations into travel-related waste and 
abuse by Department employees and con- 
tractors. Investigations led to the recoveries 
and disciplinary actions noted. 

A DOE employee illegally obtained 
over $3,200 in travel funds through 11 false 
travel authorizations. The employee was 
fired and, after pleading guilty to a misde- 
meanor, was given a 90-day suspended sen- 
tence with 5 years probation. She was also 
ordered to make full restitution to the De- 
partment. (194HQ016) 

A Lawrence Livermore National Labo- 
ratory employee submitted 20 false travel 
vouchers; was absent from work without 
leave for 24 days and received over $4,500 
in salary during his absence; received over 
$1,100 for falsely claimed hotel charges; 
and received $816 in falsely claimed per 
diem. The employee resigned from the 
Laboratory and pled guilty to grand theft. 
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He was ordered to pay over $6,500 in resti- 
tution. (193U18) 

A San Francisco Operations Office em- 
ployee exchanged a total of 11 airline award 
mileage certificates for roundtrip airfares to 
Hawaii and Puerto Rico for himself and 
family members. He also used frequent 
flyer upgrades without prior approval re- 
quired by the Department. A review of the 
employee’s frequent fl er mileage credits 
and his travel history v t r  rified that all of his 
frequent flyer mileage credits were accumu- 
lated during his official travels. The De- 
partment directed that the employee repay 
the Government over $6,000 for the costs of 
the free airline tickets he obtained through 
the frequent flyer program. The employee 
made the repayment. (193Lu102) 

A Lawrence Livermore National Labo- 
ratory employee submitted about 300 fraud- 
ulent local travel vouchers for over $49,400 
in payments. The employee resigned her 
position. She pled guilty in court to submit- 
ting false claims and was sentenced to 10 
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Section 2 

Office of Inspector General Overview 

This section describes the mission, staffing and organization of the Office of In- 
spector General, and discusses key Office of Inspector General concerns which have po- 
tential to impact the accomplishment of audit, inspection, or investigative work. 
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OFFICE OF INSPECTOR GENERAL OVERVIEW 

MISSION 

The Office of Inspector General operates under the Inspector General Act of 
1978, as amended, with the following responsibilities: 

1. To provide policy direction for, and to conduct, supervise, and coordinate au- 
dits and investigations relating to the programs and operations of the De- 
partment of Energy. 

2. To review existing and proposed legislation and regulations relating to pro- 
grams and operations of the Department of Energy, and to make recommenda- 
tions in the semiannual reports required by the Inspector General Act of 1978 
concerning the impact of such legislation or regulations on the economy and 
efficiency in the administration of programs and operations administered or fi- 
nanced by the Department, or on the prevention and detection of fraud and 
abuse in such programs and operations. 

3. To recommend policies for, and to conduct, supervise, or coordinate other ac- 
tivities carried out or financed by the Department of Energy for the purpose of 
promoting economy and efficiency in the administration of, or preventing and 
detecting fraud and abuse in, its programs and operations. 

4. To recommend policies for, and to conduct, supervise, or coordinate relation- 
ships between the Department of Energy and other Federal agencies, state and 
local governmental agencies, and nongovernmental entities with respect to: 

- All matters relating to the promotion of economy and efficiency in the 
administration of, or the prevention and detection of fraud and abuse in, 
programs and operations administered or financed by the Department. 

- The identification and prosecution of participants in such fraud or abuse. 

5. To keep the Secretary of the Department of Energy and the Congress fully and 
currently informed, by means of the reports required by the Inspector General 
Act of 1978, concerning fraud and other serious problems, abuses and defi- 
ciencies relating to the administration of programs and operations adminis- 
tered or financed by the Department of Energy, to recommend corrective ac- 
tion concerning such problems, abuses, and deficiencies, and to report on the 
progress made in implementing such corrective action. 
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ORGANIZATION AND STAFFING 

The activities of the Office of Inspector General are divided into four areas which 
are administered by Deputy Inspectors General (see the accompanying organiza- 
tion chart). 

The Office of Audit Services provides policy direction and supervises, conducts 
and/or coordinates all internal and contracted audit activities for Department of 
Energy programs and operations. These operations include those conducted un- 
der contracts and grants, as well as those performed by Departmental employees. 
The audit staff has been organized into three regional offices, each with field of- 
fices located at major Department sites: Capital Regional Audit Office, with field 
offices at H Street in Washington, DC, the Federal Energy Regulatory Commis- 
sion, Germantown, Pittsburgh, and Dallas; Eastern Regional Audit Office, with 
field offices located at Cincinnati, Chicago, New Orleans, Oak Ridge, Princeton, 
and Savannah River; and Western Regional Audit Office, with field offices lo- 
cated at Albuquerque, Denver, Idaho Falls, Las Vegas, Livermore (California), 
Los Alamos, Richland (Washington), and Portland. 

The Office of Investigations identifies and pursues indications and allegations of 
prohibited or improper activities committed against the Department by its em- 
ployees, contractors, vendors and others who have a relationship with the De- 
partment. The Office of Investigations is currently organized with three regional 
offices, each with reporting offices located at major sites: (1) the Capital Region 
Office is located at H Street in Washington, D.C., with a reporting office located 
in Pittsburgh; (2) the Eastern Region Office is located in Oak Ridge, with report- 
ing offices located in Cincinnati, Savannah River, New Orleans, and Chicago; and 
(3 )  the Western Region Office is located in Albuquerque, with reporting offices 
located in Richland, Idaho Falls, Livermore, Las Vegas, Denver, Kansas City, and 
Los Alamos. The Assistant Inspector General for Investigations has full leader- 
ship responsibility over the Office of Investigations. A newly appointed Deputy 
Assistant Inspector General for Investigations provides direct management to 
Special Agents-in-Charge who manage each of the regional offices. The Deputy 
also manages the Office of Policy, Plans and Programs, which is the administra- 
tive arm of the Office of Investigations. In addition, the Deputy is responsible for 
management of the Inspector General Hotline. Additional organizational changes 
within the Office of Investigations are being pursued to continue to streamline 
processes. 

The Office of Inspections performs inspections and analyses, as required by the 
Inspector General. This Office also performs reviews based on administrative 
allegations received by the Office of Inspector General and processes Inspector 
General referrals to Department management for appropriate action. An inspec- 
tion is the examination of a program, project, function, activity or organization. 
The purpose of an inspection is to evaluate the effectiveness and/or efficiency of 
an operation, to evaluate program results, and to determine compliance with laws 
and regulations. An inspection is also another technique used to detect or prevent 
fraud, waste or mismanagement. Inspections are designed to provide timely 
feedback to program managers and, in some instances, provide a source of analyt- 
ical information for audits or criminal investigations. The inspection staff is or- 
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ganized into three offices: Field Operations and Administration, Management In- 
spections, and Program Inspections. Field Operations and Administration has in- 
spectors located at Albuquerque, Oak Ridge, Savannah River and Livermore. 

The Office of Policy, Planning and Management directs the development, co- 
ordination, and execution of overall Office of Inspector General management and 
administrative policy and planning. This responsibility includes directing the Of- 
fice of Inspector General’s strategic planning process, financial management ac- 
tivities, personnel management programs, procurement and acquisition policies 
and procedures, and automated data processing programs. In addition, staff 
members from this Office represent the Inspector General in budget hearings, ne- 
gotiations, and conferences on financial, managerial, and other resource matters. 
Also, staff members provide management and administrative support services, in- 
cluding personnel, procurement, security, travel, training, and automated data 
processing services. The staff prepares and/or reviews responses to Freedom of 
Information Act and Privacy Act requests directed to the Office of Inspector Gen- 
eral and coordinates all activities of the President’s Council on Integrity and Effi- 
ciency in which the Inspector General participates. This Office also provides a 
quality assurance program for the Office of Inspector General. The Office is or- 
ganized into four offices: Automated Data Processing, Administrative Services, 
Human Resources Management, and Planning and External Liaison. 

INSPECTOR GENERAL CONCERNS 

Impact of Chief Financial Officers Act of 1990 

In October 1994, Congress passed the Government Management Reform Act 
which provides for final agency-wide implementation of the Chief Financial Of- 
ficers Act of 1990. Under these two Acts, departments and major agencies of the 
Federal Government are required to submit to the Office of Management and 
Budget audited financial statements covering all accounts and associated ac- 
tivities of each office, bureau and activity of each agency for Fiscal Year 1996 by 
March 1,1997. 

The Office of Audit Services has been auditing the financial statements of the 
Department of Energy’s commercial and revolving-fund activities, including the 
power administrations, the Federal Energy Regulatory Commission, the Naval Pe- 
troleum and Oil Shale Reserves, and the Nuclear Waste Fund, since Fiscal Year 
1990. During each of the past 5 years, the Office of Audit Services has per- 
formed 11 financial statements audits for each of these entities. 

The Government Management Reform Act of 1994 requires that audited financial 
statements for Fiscal Year 1996 be submitted to the Office of Management and 
Budget by March 1, 1997. It is anticipated that this requirement will cause addi- 
tional staff years of effort to be diverted from other Office of Inspector General 
audits. The operational impact of compliance with the Chief Financial Officers 
Act of 1990 and the Government Management Reform Act of 1994 will be at the 
expense of program-results and economy and efficiency audits. 

The following are examples of some of the planned audits for Fiscal Year 1995 
which already have been cancelled due to the diversion of resources to financial 
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audit work: (1) a review of plans for developing multipurpose canisters for civil- 
ian radioactive waste; (2) a review of headquarters Thrift Savings Plan 
operations; (3) a followup audit on procurement of support services for the En- 
ergy Information Administration; (4) an audit on the reliability of the Federal En- 
ergy Regulatory Commission’s cost accounting and workload reporting system; 
(5) a survey of major areas within the Federal Energy Regulatory Commission to 
identify areas that need auditing; (6) an audit of Worker’s Compensation pay- 
ments at two selected contractors; (7) an audit of non-exempt overtime; (8) an au- 
dit of waiver of depreciation and added factor; and (9) an audit of Pantex training 
activities. 

Department Internal Audit Status 

The Department of Energy accomplishes its mission in large part through the use 
of management and operating contractors that operate the Department’s major fa- 
cilities. Sufficient audit coverage to ensure that major Department contractors are 
operating economically, efficiently and effectively has been a concern for a num- 
ber of years. For the past four years, the Department has reported a material de- 
ficiency in the audit coverage of these contractors in the Secretary’s Federal 
Managers’ Financial Integrity Act letters to the President. 

To improve audit coverage at the management and operating contractors, the Of- 
fice of Inspector General initiated a time-phased approach to acquire additional 
staff and performed a comprehensive reevaluation of the audit approach. As a re- 
sult of this reevaluation, a Cooperative Audit Strategy was recommended. The 
Cooperative Audit Strategy includes the use of risk assessments as the basis for 
audit plans and greater cooperation between the Inspector General’s audit staff 
and the internal audit organizations of the Department’s management and operat- 
ing contractors. 

During Fiscal Year 1993, there was significant progress toward implementing the 
Cooperative Audit Strategy. This primarily involved pilot implementation of the 
strategy at 15 management and operating contractors; establishment of the Audit 
Tracking and Planning System; and initiation of the Peer Review Program. To 
ensure the successful implementation of the Cooperative Audit Strategy, a Steer- 
ing Committee on Quality Audits was established. 

While the pilot program implementation was not without its challenges, results 
indicated that the program could successfully be expanded to the Department’s 43 
management and operating contractors. During Fiscal Year 1994, the new audit 
strategy was implemented at all of the Department’s management and operating 
contractors. The Audit Tracking and Planning System, which tracks internal au- 
ditors’ and other organizations’ audit work at management and operating contrac- 
tors, has produced a Departmentwide audit plan that serves to avoid duplicate au- 
dit coverage and a Fiscal Year 1994 internal audit plan for all contractors. 

To ensure that contractor audits are being performed in accordance with Govern- 
ment Auditing Standards, the Peer Review Program was initiated. The Peer Re- 
view Program meets the standards of the Institute of Internal Auditors, and is 
supplemented by OIG oversight and annual assessments of internal audit group 
performance. Fourteen peer reviews have been completed thus far, and reviews at 
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the remaining management and operating contractors are to be completed by the 
end of Fiscal Year 1996. The completed reviews disclosed that contractor audits 
are being performed in accordance with Government Auditing Standards. 

Another action that has served to achieve the mutual goal of ensuring high quality 
audit coverage was the establishment of the Steering Committee for Quality Au- 
diting. The Committee, which is comprised of the Department's Chief Financial 
Officer, Procurement Executive, Deputy Inspector General for Audit Services, 
Assistant Inspector General for Audits, and officials from a Department program 
office, two operations offices and a management and operating contractor, meets 
quarterly and is expected to continue in this role. A nationwide audit conference 
was held in May 1994 which discussed the status of the audit function in the De- 
partment of Energy and, specifically, the Cooperative Audit Strategy. 

Contractor Employee Whistleblower Protection 

Section 6006 of the Federal Acquisition Streamlining Act of 1994 (Public Law 
No. 103-355) established certain contractor employee whistleblower reprisal pro- 
tections in all Government contracts. The Act places the function of investigating 
these violations, effective October 1, 1995, (or earlier, if Governmentwide regu- 
lations are implemented) in the Offices of Inspector General. The Conference 
Report accompanying this law states, "the authority created by this section is in 
addition to, and not intended to override or replace, any other authority that a 
Federal agency may have to protect contractor employee whistleblowers." This 
conference language was designed to address the concerns of the Department of 
Energy because the Department already had in place a more comprehensive pro- 
gram to address the complaints of the Department's contractor employee whistle- 
blowers codified at 10 CFR Part 708. 

The Office of Inspector General believes that the existing authority under Part 
708 already provides a satisfactory means for addressing such complaints. With 
one minor modification to Part 708 covering disclosures of procurement fraud to 
Department of Justice prosecutors, the Department of Energy's Office of Con- 
tractor Employee Protection's already broader protections could be expanded to 
include that one area covered by the statute and not covered by the regulation. In 
this time of Government streamlining, duplication of similar functions by the Of- 
fice of Inspector General and the Office of Contractor Employee Protection 
would be wasteful and could inhibit resolution. Further, additional resources 
would be consumed by duplicative systems. 

The Department of Energy has taken steps to avert such inefficiencies by drafting 
legislation that would provide the Office of Contractor Employee Protection with 
sole investigative authority for complaints filed under Section 6006 of the Act. 
The Office of Inspector General supports this legislative proposal which has been 
forwarded to the Office of Management and Budget. However, if the statutory 
complaint reprisal investigation function remains the responsibility of the Office 
of Inspector General, it is expected that the Office of Contractor Employee Pro- 
tection will be transferred into the Office of Inspector General on or before the 
October 1, 1995, effective date established by the Act. 
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MANAGEMENT REFERRAL SYSTEM 

The Office of Inspections manages and operates the Office of Inspector General 
Management Referral System. Under this system, selected matters received 
through the Office of Inspector General Hotline or from other sources are referred 
to the appropriate Department managers or other Government agencies for review 
and appropriate action. We referred 183 complaints to Department management 
and other Government agencies during the reporting period. We asked Depart- 
ment management to respond to us concerning the actions taken on 102 of these 
matters. Complaints referred to the Department’s managers included such mat- 
ters as time and attendance abuse; misuse of Government vehicles and equipment; 
violations of established policy; and standards of conduct violations. Referrals to 
management resulted in 16 administrative disciplinary actions being taken during 
the reporting period. The following are examples of the results of referrals to De- 
partment management. 

0 A contractor employee was found to be operating a personal loan business 
from his office. The employee was terminated. 

0 A contractor employee was ordered to repay the Department about $2,600 
of travel-related costs after it was determined that the employee did not at- 
tend the training for which he had gone on travel. 

0 

0 

Several contractor employees were found to be violating the contractor’s 
established environment, safety and health policies. The employees were 
suspended without pay and given oral reprimands. The contractor also 
paid the Department about $3,000 in avoidable costs for which the De- 
partment was improperly charged. 

Several contractor employees were found to be misusing Government ve- 
hicles. The employees were counseled on the proper use of Government 
vehicles. 

0 A contractor employee who was found to have been using a Government 
telephone for personal business was required to use vacation time as reim- 
bursement for the time spent on the calls. Also, the contractor did not 
charge the Department for the cost of the calls. 

LEGISLATIVE AND REGULATORY OVERVIEW 

Conpressional Requests 

During the reporting period, congressional committees or subcommittees, mem- 
bers of Congress, and their respective staffs made 33 requests to the Office of In- 
spector General. We responded by providing 2 briefings and providing data or 
reports in 38 instances,including 20 interim responses and 18 final responses. In- 
terim responses are provided for open matters which remain under review by the 
Office of Inspector General. 
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Legislative Review 

In accordance with the Inspector General Act of 1978, the Office of Inspector 
General is required to review existing and proposed legislation and regulations re- 
lating to Department programs and operations, and to comment on the impact 
which they may have on economical and efficient operations of the Department. 
During this reporting period, the Office coordinated and reviewed 18 legislative 
and regulatory items, and offered 63 suggested comments. 

The Secretary placed a moratorium on the issuance and coordination of new or re- 
vised Departmental directives on August 27, 1993. This moratorium was lifted 
on January 1, 1994. The Assistant Secretary for Human Resources and Adminis- 
tration placed another moratorium on the issuance of new or revised Departmen- 
tal directives as well as internal program directives on August 12, 1994. The 
Assistant Secretary's moratorium remained in effect until November 1 , 1994. 

INSPECTOR GENERAL REPORTS ON INTERNET 

As part of the ongoing efforts of the Office of Audit Services to streamline its op- 
erations and to provide better service to its customers, audit reports of 
Departmentwide applicability or significant scope (often referred to as "blue 
books") are being made available on the Internet on an experimental basis. Hard- 
copy distribution is costly, time consuming and often may not reach the requestor 
in a timely fashion. Making our "blue book" reports available on the Internet is 
an efficient way to distribute reports and should be of value to our customers. If 
this experiment works, we will consider expanding it to other publications of the 
Office of Inspector General. 

Our reports are being made available in plain text format (ASCII) to anyone with 
Internet Gopher (a simple clienvserver protocol used to organize access to Inter- 
net resources), or file transfer protocol (FTP) capability. Users can find our re- 
ports at gopher.hr.doe.gov, selecting "Department of Energy Information" from 
the first menu, and then selecting "DOE Inspector General Reports." Our reports 
can also be obtained via anonymous FTP at vml.hqadmin.doe.gov. Once at that 
location, the user can go to the IG directory to download available reports. 
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Section 3 

Reports Issued 

The 11 1 audit reports issued during this semiannual reporting period are listed below 
in three categories: contract and grant, operational, and financial reports. Significant finan- 
cial results associated with each report are also presented wh,n applicable. Nine inspection 
reports are listed separately. 
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REPORTS ISSUED 

CONTRACT AND GRANT 

CR-C-95-01 

ER- C- 95 -0 1 

WR-C-95-01 

IG-0359 

IG-0360 

IG-0361 

IG-0362 

IG-0364 

Report on the Interim Audit of Contract No. DE-AC35-89ER40486, Jan. 18, 
1989 to September 30, 1989, Universities Research Association, Inc., 
Superconducting Super Collider Laboratory, Waxahachie, Texas, February 3, 
1995 
Questioned Costs: $21,000 Unsupported Costs: $26,000 

Final Audit of U.S. Department of the Army Contract No. DAAL03-89- 
K-0074, March 1, 1989, to February 28, 1992, Princeton University, Princeton 
New Jersey, October 25, 1994 
Questioned Costs: $1,611 

Report on Independent Final Audit of Contract No. DE-AC34-91EW00025, 
July 26, 1990, to March 31, 1993, Wackenhut Services, Inc., Golden, 
Colorado, March 13, 1995 
Questioned Costs: $3,036,006 Unsupported Costs: $84,241 

OPERATIONAL REPORTS 

Audit of Two of Bonneville Power Administration’s Residential Conservation 
Programs, November 14,1994 
Questioned Costs: $4,200,000 Savings: $5,800,000 

Audit of the Transfer of Government-Owned 3operty at the Mound and 
Pinellas Plants, November 14, 1994 
Savings: $13,200,000 

Audit of Overtime Payments to Exempt Employees at the Savannah River Site, 
November 22,1994 
Savings: $1 6,000,000 

Audit of Light Vehicle Fleet Management in the Department of Energy, 
December 5,1994 
Savings: $22,900,000 

Audit of Administration of the Department of Energy’s Disadvantaged 
Business Program, December 19, 1994 
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IG-0366 

IG-0368 

IG-0370 

AP-B-95-01 

CR-B-95-01 

CR-B-95-02 

CR-B -95 -03 

CR-B -95-04 

CR-BC-95-01 

CR-L-95-0 1 

CR-L-95-02 

CR-L-95-03 

CR-L-95-04 

CR-L-95-05 

CR-L-95-06 

CR-L-95-07 

CR-L-95-08 

Audit of Management of the Site Characterization Program at Yucca 
Mountain, February 15,1995 

Audit of the Richland Operations Office Site Characterization Program, 
March 20,1995 
Questioned Costs: $1 0,800,000 Savings: $1 06,590,000 

Audit of Staffiig Requirements for the Strategic Petroleum Reserve, 
March 29,1995 
Savings: $80,000,000 

Audit of Management and Control of Information Resources at Sandia 
National Laboratories, November 1, 1994 

Audit of Effectiveness and Efficiency of the Rocky Flats Analytical Ser 
Program, November 3,1994 
Savings: $14,500,000 

Audit of Management Controls Over Selected Energy Research Major 
Acquisitions, November 10, 1994 

Audit of the Department of Energy’s Security Police Officer Training, 
February 6,1995 

Audit of Management & Operating Contractor Relocation Cost, March 
Questioned Costs: $341,381 Unsupported Costs: $1 03,319 

Audit of Energy Conservation Program for New Buildings, October 7, ’ 
Savings: $3,824,555 

Audit 
1994 

of Department of Energy International Charter Flights, Novembe 

Federal Managers’ Financial Integrity Act - Fiscal Year 1994 for the Fe 
Energy Regulatory Commission, December 6, 1994 

Assessment of TRW Environmental Safety Systems, Inc., Internal Audj 
Function, November 29,1994 

Report on the Department of Energy’s Implementation of Restrictions c 
Lobbying, December 7,1994 

Federal Managers’ Financial Integrity Act - Fiscal Year 1994 for Office 
Assistant Secretary for Defense Programs, December 7, 1994 

Federal Managers’ Financial Integrity Act - Fiscal Year 1994 for the 01 
Civilian Radioactive Waste Management, December 7, 1994 

Federal Managers’ Financial Integrity Act - Fiscal Year 1994 for Offia 
Nuclear Energy, December 7,1994 

Federal Managers’ Financial Integrity Act, December 15, 1994 
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CR-L-95-09 

CR-L-95- 10 

CR-L-95- 1 1 

CR-L-95-12 

CR-L-95- 13 

CR-L-95-14 

CR-L-95-15 

CR-L-95-16 

CR-L-95-17 

CR-L-95- 18 

ER-B-95-0 1 

ER-B-95-02 

ER-B-95-03 

ER-L-95-01 

ER-L-95 -02 

ER-L-95-03 

ER-L-95-04 

Report on the Department of Energy’s Compilation of Data on Consulting 
Services, December 23, 1994 

Assessment of the Internal Audit Function at the Superconducting Super 
Collider Laboratory, January 9, 1995 

Assessment of Pittsburgh Naval Reactors Internal Audit Function, January 12, 
1995 

Assessment of Westinghouse Electric Corporation Internal Audit Function, 
January 12,1995 

Assessment of Schenectady Naval Reactors Internal Audit Function, 
January 12,1995 

Assessment of Martin Marietta Corporation - KAPL, Inc., Internal Audit 
Function, January 12, 1995 

Review of KAPL, Inc.’s, a Subsidiary of Martin Marietta Corporation, 
Disclosure Statement Adequacy and Cost Accounting Standards Compliance, 
March 14,1995 

Review of Westinghouse Electric Corporation Bettis Atomic Power 
Laboratory’s Disclosure Statement Adequacy and Cost Accounting Standards 
Compliance, March 14,1995 

Audit of the Department’s Compliance with Federal Tax Reporting 
Requirements, March 16,1995 

Audit of NOXSO Corporation’s Management and Financial Capability to 
Perform Clean Coal Technology Demonstration Project, March 28, 1995 

Report on Audit of Fernald Area Office Time and Attendance, October 24, 
1994 

Report on Audit of Property Management at Fernald Environmental 
Restoration Management Corporation, November 7, 1994 
Questioned Costs: $642,000 

Audit of the Management Controls Over the Remedial Investigation and 
Feasibility Study Process at the Oak Ridge National Laboratory, November 8, 
1994 
Savings: $3,800,000 

Audit Survey of Storage Facilities at the Savannah River Site, October 4, 1994 

Assessment of Management and Operating Contractor Internal Audit Function 
at Fermi National Accelerator Laboratory, October 5, 1994 

Assessment of Ames Laboratory Internal Audit Function, November 3, 1994 

Assessment of West Valley Demonstration Project Internal Audit Function, 
November 23,1994 
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ER-L-95-05 

ER-L-95-06 

ER-L-95-07 

ER-L-95-08 

ER-L-95-09 

ER-L-95- 10 

ER-L-95- 1 1 

WR-B-95-0 1 

WR-B-95-02 

WR-B-95 -03 

WR-B-95-04 

WR-L-95-01 

WR-L-95-02 

WR-L-95-03 

WR-L-95-04 

WR-L-95-05 

Review of Fernald Environmental Restoration Management Corporation’s 
Disclosure Statement Adequacy and Cost Accounting Standards Compliance, 
December 6,1994 

Assessment of Argonne National Laboratory Internal Audit Function, 
January 31,1995 

Assessment of MK-Ferguson of Oak Ridge Company Internal Audit Function, 
February 3,1995 

Assessment of Oak Ridge Associated Universities Internal Audit Function, 
February 3,1995 

Assessment of Martin Marietta Speciality Components Internal Audit 
Function, March 10,1995 

Assessment of DynMcDermott Petroleum Operations Company’s Internal 
Audit Function, March 15,1995 

Martin Marietta Energy Systems, Inc.,’s Accelerated Vendor Inventory 
Delivery System, March 17,1995 

Audit of Verification of Cooperative Research and Development Agreement 
Partner Funds-in-Kind Contributions at Sandia National Laboratories, 
December 30,1994 

Audit of Leased Facilities at Los Alamos National Laboratory, January 20, 
1995 
Questioned Costs: $1,114,000 

Nevada Operations Office’s Implementation of Full Cost Recovery Policies, 
February 24,1995 
Savings: $575,600 

Audit of the Decontamination and Waste Treatment Facility at Lawrence 
Livermore National Laboratory, March 15, 1995 

Assessment of Lawrence Berkeley Laboratory’s Internal Audit Function, 
October 5,1994 

Assessment of Lawrence Livermore National Laboratory’s Internal Audit 
Function, October 5, 1994 

Assessment of Allied Signal, Inc., Kansas City Division Internal Audit 
Function, October 21, 1994 

Federal Managers’ Financial Integrity Act - Fiscal Year 1994 for the 
Albuquerque Operations Office, October 28, 1994 

Assessment of EG&G Idaho, Inc., Internal Audit Function, November 14, 
1994 
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WR-L-95-06 Assessment of Babcock and Wilcox Idaho, Inc., Internal Audit Function, 
November 14,1994 

WR-L-95-07 

WR-L-95-08 

WR-L-95-09 

WR-L-95- 10 

WR-L-95- 1 1 

WR-L-95- 12 

WR-L-95- 13 

WR-L-95-14 

WR-L-95- 15 

WR-L-95- 16 

WR-L-95- 17 

WR-L-95- 18 

WR-L-95-19 

WR-L-95-20 

WR-L-95-21 

WR-L-95-22 

WR-L-95-23 

Assessment of MK-Ferguson of Idaho Co. Internal Audit Function, 
November 14,1994 

Assessment of Protection Technology Idaho Co. Internal Audit Function, 
November 14,1994 

Assessment of Westinghouse Idaho Nuclear Company, Inc., Internal Audit 
Function, November 14, 1994 

Audit of Selected Aspects of Idaho National Engineering Laboratory Contract 
Consolidation, November 16,1994 

Assessment of Energy Technology Engineering Center’s Internal Audit 
Function, December 15,1994 

Assessment of Inhalation Toxicology Research Institute Internal Audit 
Function, December 30,1994 

Assessment of Los Alamos National Laboratory’s Internal Audit Function, 
December 30,1994 

Assessment of Bechtel Petroleum Operations, Inc.,’s Internal Audit Function, 
January 9,1995 

Assessment of the National Renewable Energy Laboratory’s Internal Audit 
Function, January 9,1995 

Adequacy Review of the National Renewable Energy Laboratory’s Cost 
Accounting Standards Board Disclosure Statement, January 25, 1995 

Review of the Naval Petroleum and Oil Shale Reserves, Colorado, Utah, and 
Wyoming, February 10,1995 

Assessment of Westinghouse Electric Corporation Waste Isolation Division’s 
Internal Audit Function, February, 27,1995 

Assessment of Sandia Corporation’s Internal Audit Function, March 7,1995 

Assessment of Raytheon Services Nevada’s Internal Audit Function, March 8, 
1995 

Assessment of Wackenhut Services, Inc.’s, Internal Audit Function, March 8, 
1995 

Assessment of EG&G Rocky Flats, Inc., Internal Audit Function, March 13, 
1995 

Assessment of Reynolds Electrical and Engineering Company, Inc.,’s Internal 
Audit Function, March 14,1995 
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WR-L-95-24 

WR-L-95-25 

WR-L-95-26 

Assessment of EG&G Energy Measurements’ Internal Audit Function, 
March 14,1995 

Assessment of the Fluor Daniel (NPOSR), Inc., Internal Audit Function, 
March 23,1995 

Assessment of Hanford Environmental Health Foundation Internal Audit 
Function, March 28,1995 

FINANCIAL REPORTS 

CR-FC-95-01 Federal Energy Regulatory Commission’s Fiscal Year 1994 Financial 
Statement Audit, February 8,1995 

CR-V-95-01 

CR-V-95-02 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Westinghouse 
Electric Corporation’s Bettis Atomic Power Laboratory Under Department of 
Energy Contract No. DE-AC11-93PN38195, March 6,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Martin Marietta 
Corporation’s Knolls Atomic Power Laboratory Under Department of Energy 
Contract No. DE-AC12-76SN00052, March 6,1995 

ER-FC-95-01 Department of Energy’s Southeastern Federal Power Program Fiscal Year 
1994 Financial Statement Audit Under the Chief Financial Officers Act, 
February 21,1995 

ER-FC-95-02 Isotope Production and Distribution Program’s Fiscal Year 1994 Financial 
Statement Audit Under the Chief Financial Officers Act, February 21, 1995 

ER-FC-95-03 Uranium Enrichment Decontamination and Decommissioning Funds 1994 
Financial Statement Audit Under the Chief Financial Officers Act, 
February 21,1995 

ER-V-95-01 

ER-V-95-02 

ER-V-95-03 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Fermi National 
Accelerator Laboratory Under Department of Energy Contract No. 
DE-AC02-76CH03000, January 3 1,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Argonne National 
Laboratory Under Department of Energy Contract No. W-3 1-109-ENG-38, 
January 31,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to MK-Ferguson of Oak 
Ridge Company, Under Department of Energy Contract No. 
DE-AC05-910R21900, February 3,1995 
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ER-V-95-04 

ER-V-95-05 

ER-V-95-06 

ER-V-95-07 

WR-F-95-01 

WR-FC-95-01 

WR-FC-95-02 

WR-FC-95-03 

WR-FC-95-04 

WR-FC-95-05 

WR-V-95-01 

WR-V-95-02 

WR-V-95-03 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Ames Laboratory 
Under Department of Energy Contract No. W-7405-ENG-82, February 17, 
1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Martin Marietta 
Speciality Components, Inc., Under Department of Energy Contract No. 
DE-AC04-92AL73000, Mach 3,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to DynMcDermott 
Petroleum Operations Company Under Department of Energy Contract No. 
DE-AC96-93PO18000, March 3,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Oak Ridge 
Associated Universities Under Department of Energy Contract No. 
DE-AC05-760R00033, March 10,1995 

Alaska Power Administration’s FY 1994 Financial Statement Audit Under the 
Chief Financial Officers Act, February 13,1995 

Audit Report on Western Area Power Administration’s Boulder Canyon Power 
System FY 1993 Financial Statement Audit, December 8,1994 

Audit Report on Western Area Power Administration’s Parker Davis Power 
System FY 1993 Financial Statement Audit, December 8, 1994 

Southwestern Federal Power System 1994 Financial Statement Audit Under 
the Chief Financial Officers Act, February 21, 1995 

U.S.Department of Energy, Naval Petroleum and Oil Shale Reserves 1994 
Financial Statement Audit Under the Chief Financial Officers Act, 
February 17,1995 

Western Area Power Administration Fiscal Year 1994 Financial Statement 
Audit Under the Chief Financial Officers Act, February 27,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Energy Technology 
and Engineering Center Under Department of Energy Contract No. 
DE-AC03-76SF00700, December 6,1994 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to EG&G Idaho, Inc., 
Under Department of Energy Contract No. DE-AC07- 76lD01570, December 
15,1994 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Babcock and Wilcox 
Idaho, Inc., Under Department of Energy Contract No. DE-AC07-92ID13050, 
December 15,1994 
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WR-v-95-04 

WR-V-95-05 

WR-V-95-06 

WR-V-95-07 

WR-V-95-08 

WR-V-95-09 

WR-v-95- 10 

WR-V-95- 1 1 

WR-v-95- 12 

WR-V-95- 13 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to MK-Ferguson of 
Idaho Company Under Department of Energy Contract No. 
DE-AC07-89ID12721, December 15,1994 
Questioned Costs: $1 7,463 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Protection 
Technology Idaho, Inc., Under Department of Energy Contract No. 
DE-AC07-88ID12715, December 15,1994 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Westinghouse Idaho 
Nuclear Company, Inc., Under Department of Energy Contract No. 
DE-AC07-84ID12435, December 15,1994 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to the National 
Renewable Energy Laboratory Under Department of Energy Contract No. 
DE-AC36-83CH10093, December 30,1994 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Cost Claimed by and Reimbursed to Bechtel Petroleum 
Operations, Inc., Under Department of Energy Contract No. 
DE-ACO1-85FE60520, February 24,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Allied Signal, Inc., 
Kansas City Division, Under Department of Energy Contract No. DE-AC04- 
76DP00613, March 14,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to EG&G Rocky Flats, 
Inc., Under Department of Energy Contract No. DE-AC34-90RF62349, 
March 15,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Fluor Daniel 
(NPOSR), Inc., Under Department of Energy Contract No. 
DE-ACO1-92FE62316, March 24,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Hanford 
Environmental Health Foundation Under Department of Energy Contract No. 
DE-AC06-90RL11711, March 29,1995 

Assessment of Changes to the Internal Control Structure and Their Impact on 
the Allowability of Costs Claimed by and Reimbursed to Westinghouse 
Electric Corporation Waste Isolation Division Under Department of Energy 
Contract No. DE-AC04-86AL31950, March 30,1995 
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INSPECTION REPORTS 

IG-0363 

IG-0365 

IG-0367 

IG-0369 

INS-0-95-01 

INS-L-95-01 

INS-L-95-02 

INS-L-95-03 

INS -L-95-04 

Inspection of Administrative Management Procedures for Legal Services 
Acquired by Selected Management and Operating Contractors, December 8, 
1994 

Inspection of the Status of the Disposal of Technical Surveillance Equipment 
at the Central Training Academy, Albuquerque, New Mexico, December 19, 
1994 

Inspection of an Intelligence Work-For-Others Project at the Idaho Operations 
Office, March 16,1995 

Inspection of Los Alamos National Laboratory’s System for Controlling Cost 
Overruns on Work-For-Others Projects, March 22,1995 

Inspection of Federal Employees’ Compensation Act Compliance at the Oak 
Ridge Operations Office, October 17, 1994 

A Questionable Sewer Line for the Fast Flux Test Facility (FFI’F), October 31, 
1994 

Selected Aspects of Architecmngineer Contract Management, October 3 1, 
1994 

Inspection of Idaho National Engineering Laboratory Alleged Video 
Monitoring, January 5, 1995 

Stockpiling of Property at the Department of Energy’s Rocky Flats Facility, 
February 17,1995 
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Section 4 

Statistics 

This section lists audit reports issued before the beginning of this semiannual re- 
porting period for which no management decisions have been made by the end of the re- 
porting period, the reasons management decisions have not been made, and the estimated 
dates (where available) for achieving management decisions. This section also presents au- 
dit statistics on questioned costs, unsupported costs, and do1;a.r value of recommendations 
resulting from audit reports issued during this reporting period. In addition, this section pre- 
sents statistics on investigative results achieved during this semiannual reporting period. 
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DEFlN IT1 0 NS 

The following definitions, based on the Inspector General Act of 1978, 
apply to terms used in this Semiannual Report. 

Questioned Cost: A cost which the Inspector General questions because of 

1. An alleged violation of a provision of a law, regulation, contract, grant, cooperative 
agreement, or other agreement or document governing the expenditure of funds; 

2. A finding that, at the time of an audit, such cost is not supported by adequate 
documentation; or 

3. A finding that the expenditure of funds for the intended purpose is unnecessary or 
unreasonable. 

Unsupported Cost: A cost which the Inspector General questions because the Inspector General 
found that, at the time of an audit, such cost is not supported by adequate documentation. 

Disallowed Cost: A questioned cost which Department management, in a management decision, 
has sustained or agreed should not be charged to the Government. 

Recommendation That Funds Be Put to Better Use ("Savings"): An Inspector General 
recommendation that funds could be used more efficiently if Department management took 
actions to implement and complete the recommendations, including: 

1. Reduction in outlays; 

2. Deobligation of funds from programs or operations; 

3. Withdrawal of interest subsidy costs on losses or loan guarantees, insurance or bonds; 

4. Costs not incurred by implementing recommended improvements related to Department 
operations, contractors, or grantees; 

5.  Avoidance of unnecessary expenditures noted in preaward reviews of contract or grant 
agreements; or 

6. Any other savings which are specifically identified. 

Management Decision: The evaluation by Department management of the findings and 
recommendations included in an audit report and the issuance of a final decision by Department 
management concerning its response to such findings and recommendations, including actions 
concluded to be necessary. 

Final Action: The completion of all actions that Department management has concluded, in its 
management decision, are necessary with respect to the findings and recommendations included 
in an audit report. In the event that Department management concludes no action is necessary, 
final action occurs when a management decision has been made. 
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AUDIT REPORT STATISTICS 

The following table shows the total number of audit reports (operational and financial) and the 
total dollar value of the recommendations. 

Total 
Number 

One-Time 
Savings 

Recurring 
Savings 

Total 
Savings 

Those issued before the 
reporting period for 
which no management 
decision has been made 

Those issued during the 
reporting period 

Those for which a 
management decision was 
made during the 
reporting period 

Agreed to by mgmt. 
Not agreed to by mgmt. 

Those for which a 
management decision is 
not required 

Those for which no 
management decision had 
been made at the en9 of 
the reporting period 

23 

108 

35 

78 

18 

$384,014,673 $193,366,224 $577,380,897 

$100,014,674 $184,393,644 $284,408,3 18 

$436,393,111 $274,843,920 $7 1 1,237,03 1 

$144,133,880 
$285,078,122 

$17,463 

$54,799,8 82 

$192,431,276 
$82,4 12,644 

$336,565,156 
$367,490,766 

$0 

$102,9 15,948 

$17,463 

$157,7 15,830 

NOTE: The figures for this item include sums for which management decisions * 
on the savings were deferred. 

Page 70 



AUDIT REPORT STATISTICS 

The following table shows the total number of audit reports (contract and grant), and the total dollar 
value of questioned costs and unsupported costs. 

Total 
Number 

Questioned Unsupported 
costs Costs 

Those issued before the 
reporting period for 
which no management 
decision has been made 16 $9,888,435 

Those issued during the 
reporting period 3 

Those for which a 
management decision was 
made during the 
reporting period 

Value of 
disallowed costs: 

Value of 
costs not disallowed: 

Those for which a 
management decision is 
not required* 

Those for which no 
management decision had 
been made at the end of 
the reporting period 

2 

1 

16 

$3,058,6 17 

$536,659 

$48,794 

$487,865 

$1,611 

$12,408,782 

$707 

$1 10,241 

$1 10,948 
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REPORTS LACKING MANAGEMENT DECISION 

The following are audit reports issued before the beginning of the reporting period for which no 
management decisions have been made by the end of the reporting period, the reasons management 
decisions have not been made, and the estimated dates (where available) for achieving management 
decisions. These audit reports are over 6 months old without a management decision. 

The Contracting Officers have not yet made decisions on the following contract reports for a variety of 
reasons. They include delaying settlement of final costs questioned in audits pending negotiation of 
indirect cost rates, awaiting review of independent research and development costs, and litigation. 
Also, tentative agreements on allowable costs have been reached, but final vouchers indicating these 
agreements have not been submitted by some contractors. The Department has a system in place 
which tracks audit reports and management decisions. Its purpose is to ensure that recommendations 
and corrective actions indicated by audit agencies and agreed to by management are indeed addressed 
and effected as efficiently and expeditiously as possible. 

CR-C-89-01 

WR-CC-89-34 

CR-C-90-0 1 

ER- CC-90-03 

ER-CC-90-21 

WR-CC-90-32 

WR-C-92-01 

WR-C-93-01 

Interim Audit of Costs Claimed Under Contract Number 
DE-ACO5-840R21441, October 1,1986, to September 30, 1987, Cotton and 
Company, 100 South Royal Street, Alexandria, VA 22314, June 20,1989 

Final Audit of Costs Claimed Under Contract DE-AC05-860R21645, 
June 21,1986, Through June 20,1987, Advanced Sciences, Inc., Albuquerque, 
New Mexico, September 10,1989 

Interim Audit of Costs Claimed Under Contract No. 21441, October 1, 1987, 
to September 30, 1988, Cotton & Company, 100 South Royal Street, 
Alexandria, VA 22314, October 19,1989 

Interim Audit of Costs Claimed Under U.S. DOE-Funded Contracts, July 1, 
1986, to June 30, 1988, and Review of Proposed Cost Allocation Plan With 
Revis Institute of Biological Research, Inc., Oak Ridge, Tennessee, 
October 3 1, 1989 

Report on the Independent Interim Audit of Subcontract Costs Claimed Under 
Contracts No. DE-AC05-850R21510 and No. DE-AC05-860R21644, 
September 30, 1985, to December 31,1986, Analysas Corporation, 
Washington, D.C., April 16,1990 

Audit of Costs Claimed Under Contract No. DE-ACO1-80RA32049 for the 
Operation Period From October 1,1984, Through April 30, 1985, and the Post 
Operation Period From August 1, 1985, Through November 30, 1987, 
Williams Brothers Engineering Company, Tulsa, Oklahoma, May 10, 1989 

Report on the Final Audit of Costs Incurred by EWA, Inc., Environmental and 
Water Resources Management, Minneapolis, Minnesota, Under its Contract 
with the Yakima Indian Nation, United States Department of Energy Grant 
DE-FG06-83RL10545, for the Period May 14,1984, Through December 22, 
1988, April 6,1992 

Report on the Independent Final Audit of Contract No. DE-AC04-SAL2767 1, 
October 22, 1984, Through June 30,1990, Wackenhut Services, Inc., Central 
Training Academy, Albuquerque, New Mexico, January 22, 1993 
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CR-C-93-01 

ER-CC-93-05 

ER-C-94-01 

WR-CC-94-04 

Interim Audit of Costs Claimed Under DOE Contract DE-AC35-89ER40486, 
Universities Research Association, Inc., from Jan. 18, 1989, to Sept. 30, 1991, 
June 17,1993 

Report Based on the Application of Agreed-Upon Procedures With Respect to 
Temporary Living Allowance Costs Claimed Under Contract No. 
DE-AC09-88SR18035, October 1, 1987, to September 20, 1990, Bechtel 
National, Inc., San Francisco, California, and Bechtel Savannah River, Inc., 
North Augusta, South Carolina, May 3, 1993 

Interim Audit of Costs Claimed Under Contract No. DE-AC05-84ER40150, 
October 1, 1988, Through September 30, 1991, Southeastern Universities 
Research Association, Inc., Newport News, Virginia, October 27, 1993 

Interim Incurred Cost Audit of Contract No. DE-AC04-89AL523 18 for the 
Period March 1, 1989, Through December 31, 1992, Ross Aviation, Inc., 
Albuquerque, New Mexico, September 30, 1994 

Additional time was necessary to develop the management decisions for the following reports. 
Further explanations for the delays follow each audit report listed. 

CR-B-94-05 Audit of Aircraft Management at the Albuquerque Operations Office, 
September 2, 1994. (Final resolution of the Inspector General 
recommendations has been delayed to allow the Department to analyze the 
options available in responding to the recommendations in the report. We 
expect a management decision by June 1995.) 

ER-B-94-08 Audit of Payroll and Timekeeping at Fernald Environmental Restoration 
Management Corporation, September 15, 1994. (The Department of Energy 
has been working to respond to the recommendations in the report: however, 
the report raises sensitive legal considerations. The Department is attempting 
to complete a review of the issues and arrive at a management decision by 
September 1995.) 
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INVESTIGATIVE STATISTICS 

The investigative statistics below cover the period from 
October 1,1994, through March 31,1995 

Investigations open at the start of this reporting period 
Investigations opened during this reporting period 
Investigations closed during this reporting period 
Investigations open at the end of this reporting period 

Debarments/Suspensions 
Invest. Referred to Mgmt. for Recommended Positive Action 
Complaints Referred to Mgmt. for Review and Followup 
Administrative Disciplinary Actions Taken 

Investigation. Referred for Prosecution 
Accep fed* 
Declined 

Indictments 
Convictions 
Pretrial Diversions 

Fines, Settlements, and Recoveries** 

310 
118 
119 
309 

2 
19 
4 

11 

39 
28 
16 

13 
13 
1 

$3,397,054 

Some of the investigations accepted or declined during this 6-month period were * 
referred for prosecution during a previous reporting period. 

Some of the monies collected were the result of Task Force Investigations. ** 

Hotline Statistics 

Complaints Received via the Hotline 
Complaints Received via the General Accounting Office 
Total Complaints Received 

Investigations Opened on Hotline Complaints 
Complaints Resolved or Pending Resolution 
Complaints That Required No Investigation by OIG 
Total Complaints Disposition 

224 
0 

224 

23 
160 
41 

224 
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FEEDBACK SHEET 

The contents of the Semiannual Report to Congress comply with the requirements 
of the Inspector General Act of 1978, as amended. However, there may be addi- 
tional data which could be included or changes in format which would be useful 
to recipients of the Report. If you have suggestions for making the report more 
responsive to your needs, please complete this feedback sheet and return it to: 

Department of Energy 
Office of Inspector General (IG- 1) 
Washington, D.C. 20585 

ATTN: Rob Jacques 

Your name: 

Your daytime telephone number: 

Your suggestion for improvement: (please attach additional sheets if needed) 

If you would like to discuss your suggestion with a staff member of the Office of 
Inspector General or would like more information, please call Rob Jacques at 
(202) 586-3223. 
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