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Mission
Our mission is to provide independent, relevant, and timely oversight
of the Department of Defense that supports the warfighter; promotes
accountability, integrity, and efficiency; advises the Secretary of
Defense and Congress; and informs the public.

Vision
Our vision is to be a model oversight organization in the
Federal Government by leading change, speaking truth,
and promoting excellence—a diverse organization,
working together as one professional team, recognized
as leaders in our field.
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Recommendations Table

Recommendations Recommendations Recommendationg

Management

Unresolved Resolved Closed

Deputy Chief Management Officer None A.l.a,Alb,AlcC.1l.a,C.1lb
B.1.a, B.1.b,
B.l.c,B.1.d

Chief Operating Officer, Armed Forces None A.la,Alb,AlcC.1.a,C.1lb
Retirement Home B.1l.a, B.1.b,
B.1l.c,B.1.d

Note: The following categories are used to describe agency management’s comments to indecduahendations.

3

Unresolved— Management has not agreed to implement the recommendation or hagpmgosedactions that
will address the recommendation.

Resolved- Management agreed to implement the recommendation or has proposed actions that will address the
underlying finding that generated the recommendation.

Closed- OIG verified that the agreed upon corrective actions were implemented.
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The Armed Forces Retirement Home
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1 Section 418, title 24, United States Code, “Periodic inspection of retirement home facilities by Department of Defense
Inspector General and outside inspectors.”

2 Section 411, title 24, United States Code, “Establishment of the Armed Forces Retirement Home."

3 At least half of the member’s service time must have been not active commissioned service (other than as a warrant
officer or limited duty officer).
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The AFRH Trust Fund
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Deputy Secretary of Defense memorandum “Armed Forces Retirement Home Solvency Strategy,” February 14, 2017.

Public Law 101-510, “National Defense Authorization Act for FY 1991,” section 1519, “Retirement Home Trust Fund,”
November 5, 1990.

Public Law 111-281, “Coast Guard Authorization Act of 2010,” section 205, “Coast Guard Participation in the Armed
Forces Retirement Home (AFRH) System,” October 15, 2010.
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The BFS provides procurement services through the Administrative Resource Center (ARC), which is part of the BFS. An
interagency agreement is a written agreement between two Federal agencies that specifies the goods or services to be
provided by one agency in support of the other.

Office of Management and Budget Circular No. A-123, “Management’s Responsibility for Enterprise Risk Management
and Internal Control,” revised July 15, 2016.
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® DoD Instruction 5010.40, “Managers’ Internal Control Program Procedures,” May 30, 2013.
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10 section 411(j), title 24, United States Code, “Authority to lease non-excess property.

11 The new Winfield Scott Building (Scott Building), completed in FY 2013, houses 60 residents who requievaltifh
health care, along with administrative offices, dining facilities, and other resident services.
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Table 1. Reconciliation of AFRH Trust Fund Balance From FYs 2010
Through 2016 (in Millions)

Beginning Trust
Fund Balance $177.2 | $186.5 | $162.7 | $116.2 | $68.8 $57.3 $45.8

Revenue 62.4 64.0 60.3 52.7 52.1 47.8 67.5
Operating

Expenses 52.0 63.9 63.6 65.6 59.3 58.5 58.0
Capital Expensés 1.1 23.9 43.2 34.5 4.2 0.8 0.5

Ending TrustFund ¢106 5 | g162.7 | $116.2 | $68.8 = $57.3  $45.8  $54.7
Balance

1 This amount includes a $20.0 million appropriation the AFRH Trust Fund received in March 2016 from the
U.S. Treasury General Fund. In FY 2016, AFRH receipts from normal revenue sources

totaled $47.5million.
2 The capital expenses for the Scott Building Project were incurred during FYs 2011, 2012, and 2013.

Source: The AFRH.

eo—fZ fE"f—<e% fot ...f'<—fZ t8 feete " _St "—e— —et Sf
"f te—fe ecbrsgd o “he f” trswa ‘<o ' eit L 'e% tesc'efZ
L'eec——tte —Sf- -St "o — e L fZfe..f ™fe o' o _""¢ .  <fe-
-S% t§'feete 7 St a — <o ""'EL...-tT -Sf- T—e— —ef ™
*F %o f—<"F —"—e— "—ettr{AfsfottRkee f > trsx ‘% f*%ot

2 DoD Instruction 1000.28, “Armed Forces Retirement Home,” February 1, 2010.

13 The AFRH has received unqualified or unmodified opinions from an independent public accounting firm on its financial
statements from FYs 2010 through 2016.

14 Major construction projects that cost $3 million or more are considered capital expenditures, which are funds used by
an entity to acquire or upgrade physical assets such as property, buildings, or equipment.
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Table 2. Projected AFRH Trust Fund Balance FromZ0¥3 Through2019 (in Millions)sw

I R N T

Beginning Trust Fund

Balance $54.7 $32.0 $7.9
Revenue 41.6 41.7 42.2
Operating Expenses 63.3 64.8 66.2
Capital Expenses 1.0 1.0 1.0
Ending Trust Fund
Balance $32.0 $7.9 ($17.1)
Source: The AFRH.
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AFRH Revenues Trending Downward
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15 Based on the FY 2017 Performance and Accountability Report for the AFRH, the AFRH Trust Fund balance as of
September 30, 2017, was $6610llion. The rise in AFRH Trust Fund balance is attributed to m#igth supplement
from the U.S. Treasury General Fund. Total revenue from normal AFRH revenue sources totaledli?t5.8
continuation of the revenue decline from previously reported years shown in Bable

16 section 419, title 24, United States Code, “Armed Forces Retirement Home Trust Fund,” section 419(a), “Establishment.”
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Table 3. Revenue Detail Showing Sources of AFRH Income From FYs 2010 Through 2016
(in Millions)

Revenue

Source

Fines and

Forfeitures | 5372 $36.6  $35.3  $20.7 $28.2  $22.8 $21.8

Resident

Fees 10.4 12.4 12.4 13.1 13.6 14.7 16.5
Withheld 7.3 7.4 7.5 7.2 7.1 6.8 6.8
Pay

Investment

Interest 6.6 6.8 4.8 2.3 2.2 2.3 1.8
Income

Property

Leases 0.9 0.7 0.2 0.3 0.3 0.4 0.5
Gifts and

Donations 0.0 0.0 0.0 0.1 0.6 0.8 0.1
Total $62.4 $64.0 $60.3 $52.7 $52.1 $47.8 $47.5*

*The AFRH Trust Fund also received argilllon appropriation directly from the U.S. Treasury General
Fund to sustain its operating expenses and increase the AFRH Trust Fund balance.
Source: The AFRH.
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Table 4. Fines and Forfeitures Received by AFRH Compared to Total UCMJ and Article 15
Disciplinary Actions Across the Military Services from FYs 2010 Through 2016

Fines and

Forfeitures | ¢37, | $36.8  $35.3 $20.8 | $28.2 $22.8 |  $21.8
(in Millions)

Total UCMJ

and Article | 79 847 ' 68143 | 60,915 65402 53,977 @ 54,000 45260
15 Actions

Sources: The AFRH and U.S. Military Justice.
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17 The UCMJ is Federal law under 10 U.S.C. Chapter 47, enacted by Congress. The UCMJ defines the military justice system
and lists criminal offenses under military law. An Articdedisciplinary action is considered a non-judicial punishment,
permitting commanders to resolve allegations of minor misconduct against a service member without resorting to
higher forms of discipline, such as a conorartial. A Military Service member may refuse to accept the Article 15 action
and instead demand trial by court-martial.

18 gtatistics reported in the FYs 2010 through 2016 Annual Reports submitted to the Committees on Armed Services of the
U.S. Senate and U.S. House of Representatives and to the Secretary of Defense; Secretary of Homeland Security; and the
Secretaries of the Army, Navy, and Air Force pursuant to the UCMJ.

1% The AFRH-G temporarily closed in 2005 when it was destroyed during Hurricane Katrina.

20 AFRH Agency Directive No. 3-3, titled “Resident Fees,” dated October 29, 2015, establishes the policy and formula with
which resident fees are calculated. The directive also establishes that resident monthly fees will be adjusted to ensure
the resident retains a minimum of $150.00 per month in personal income.
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Figure1l. Residents of and Resident Fees Collected at the AFRH

Source: The DoD OIG.
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2L All residents enter the AFRH at the independent living level of care.

22 Maximum monthly fee is the most that the AFRH can charge a resident to live at the AFRH. The minimum fee is the
lowest amount collected from a resident due to legal restrictions.
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Table 5. Monthly Resident Fees and Total Revenue (as of February 2017)

: Percent of
Residents . . -
Residents | Maximum | Minimum Average Total
Level of Care alfg/aerle Paying Fee Paid | Fee Paid Revenue
Max Fee

Independent
. 700 52 $1,429 $42.51 | $1,241.63 $869,141
Living
Independent
. P 44 43 1,575 349.39 1,221.81 53,760
Living Plus
Assisted
.SSIS 72 36 2,558 856.75 2,014.30 145,230
Living
LongTerm

56 9 4,664 640.84 2,815.06 157,643
Care
Memory

34 26 4,664 319.72 3,004.41 102,150
Support
Total 906 47 $1,465.48 $1,327,924

Source: The ARFH.

et—e—e ™M_SSE7t "rte o " <. f oot 'f> ¥4Z2%Ef«Et "7'e Dydu

trsr —° Dx&ZZ<‘'s <¢rsxa =" t——> FeZcoe—%T ofe fVed ™[ foe_
L fTed fot Zeocmtt f——> "t f"e " _8f "eft " e $f % Dra
ete—S "o St fs <o f.A'ATBrrytdwy ST o' e—-S7Z> tit— .. —<'e
"tefcott f— Drawr ece..f f..te 1" s{{ra " '—cef_t ™M& _&t t:

tT——> "7 F ZE 1 Arst S e t%@A —ST'F ™fe f eZ¢%S— ti..Zcof <o
"t Fe—Fe "¢ 0(2(—]‘") "f> ™SS ‘Zt<ce%ea

St Do — et <oTfe—efe— co_fFe— o feteddZfZcMtE£4ET "7'e DxA
Dsé@ezZZ<'s ""'#rsre—S" '+ 8 .. .. ‘Ut A% as{tv - St e

fZZ' ™%t —* <o"Fe— fo> o'efs StZt > —-St "o —et —8f- -8t
co o — ofttET T L " fe— i f_clee <o A A ‘Tf"eete— o L —T"c—cFoe;
—-f ,,fo'...i‘ o f> “eZ7> 1t <o"te—fT <o co—f"Fe— ZEf7<o% tE,— ot ... -
-St a4 a "ffe—">a a4 @it VhTet—"> of ... —"c—cfe . feece— " if

Z7e fot o'ofed 8% fe'mee N ete fTfCZfLZE "7 <o"te—efer <o -
—et tt.. 7 fett "Vé«Z¥SZNEAWST —' DWVAY<'e <drsx ,F..f—et%
‘C =St tf..Zcottee <o et

23 section 1007, title 37, United States Code, “Deductions from pay.”

24 Invested funds are reported by the AFRH in their annual Performance and Accountability Report under Note 2 of the
financial statements and comprise a portion of the Fund Balance with Treasury.
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Modest Increase in AFRH Operating Expenses
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Table 6. FY 2016 Average Cost per Resident by Level of Care

Level of Care Resident Average Cost per Level of Care

Independent Living $38,603
Independent Living Plus $42,696
Assisted Living $101,340
Long-Term Care $125,577
Memory Support $122,944

Source: The AFRH.

Construction of New Resident Building Depleted the AFRH
Trust Fund and Reduced Resident Capacity
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Table7. Change in Resident Capacity as a Result of the Scott Building Project at
the AFRH-W

Residential Buildings at Resident Capacity Before Resident Capacity After the Scott
the AFRH-W the Scott Building Project Building Project

550 Independent Living/50 36 Long-Term Care/2¥emory

Scott Assisted Living Support
. - 448 Independent Living/60
Sheridan 508 Independent Living Assisted Living
200 Long-Term Care/ _—
LaGarde Memory Support 0 (Building Closed)
Total Capacity 1308 Residents 568 Residents

Source: The AFRH.
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Figure2. The New Scott Building (Left) Replaced the Old Scott Building (Right), Which Was Demo

Source: The AFRH.
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25 As part of the AFRH-W'’s “Washington Master Plan,” the LaGarde Building became part of 77 acres of underused land
(called the redevelopment zone) and was made available to lease to increase AFRH revenue.

26 The Sheridan Building occupancy levels at the AFRH-W did not change because of the Scott Building Project.
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DoD and AFRH Officials Did Not Comply With
Congressional Direction
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27 Congressional Record — House H10401, December 17, 2015.

28 House Report 114-640, “Departments of Transportation, and Housing and Urban Development, and Related Agencies
for Fiscal Year Ending September 30, 2016, and for Other Purposes,” accompanying H.R. 2577, June 22, 2016.
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Uncertainty on Leasing Authority Denied Additional Revenue
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30 National Defense Authorization Act for Fiscal Year 2010, Public Law 111-84 § 2823.

31 DoD Directive 5124.09, June 12, 2014, “Assistant Secretary of Defense for Readiness and Force Management
(ASD[R&FM]).”

DoD uses Enhanced Use Leases as a method for furatistructionor renovations ofederalproperty by allowing a

private developer tdeaseunderused property, with rent paid by the developer in the form of cash or in-kind services.
DoD’s Enhanced Use Lease authority is specifically derived from 10 U.S.C. § 2667. In-kind lease agreements provide for
renovation, alteration, repair, or improvement, by the lessee, of the property leased include as payment of part or all

of the considerations for the lease. The DoD’s In-Kind Lease authority, on behalf of AFRH COO, is specifically derived
from 24 U.S.C. 8§ 411(j).

32
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DoD Did Not Increase Pay Withholdings in Response to the
Financial Needs of the AFRH
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33 1t will take the AFRH several years to realize any substantial revenue due to the inability of AFRH to lease out buildings in
the redevelopment zone. In-Kind leases are used as a hedge against expensive renovation of many of the idle buildings.
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Former COO and CFO Overstated Future Revenue
Stability and Expense Reductions Before Starting a Major
Construction Project

St ~regr feot 8 Pt etm rEnZs Zfe v 8% "' 7fe
~ -St "e—  —et 17"ttt %o exLkB%oe —SH DzzasZtwe% "'EL.. -

T fZe bt — . —t1 f sraestf” <ofe.<fZ f'<—fZ Zfe fot f
‘Z fe..> e——1>4 « —St trrz ‘Z"Fe...> t''"-4a -St ne
" e et "t "te_tec 7 7R'9Ss8EIEXA ’"<-f”<2> Tle ce L "ffete <o Tcoteg
CUCpc——fed fot Zifet A IMBeR faZffcete N fofe—t1 "———"
"f fe—tfe "7 _St ™S f..——frar S —%e S ‘t'rsxed

34 The same person held both the COO and CFO positions during this time.



Table 8. Revenue Amounts Predicted by 2008 AFRH Solvency Report for FYs 2010
Through 2016 (in Millions)

Revenue

Source

Fines and

Forfeitures | 437 $44.7 $45.7 $46.7 | $47.8 $48.9 $50.0

Resident
Fees

Withheld
Pay

9.2 10.7 12.9 14.2 15.8 16.2 16.6

6.8 6.9 6.9 6.9 6.9 6.9 6.9

Investment
Interest 7.9 6.2 4.9 4.9 5.4 6.4 7.9
Income

Property

Leases 1.0 1.0 1.1 2.6 15.2 25.6 29.9

Total
Forecasted | $68.6 $69.5 $71.4 $75.3 $91.1 103.9 $111.3
Revenue

Total Actual

Revenue $62.4 $63.9 $60.3 $52.6 $52.1 $47.8 $47.5

Source: The AFRH.
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35 According to 24 U.S.C. § 411(j), AFRH leases are executed by the Secretary of Defense.
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Recommendation A.1
We recommend that the Deputy Chief Management Officer, in coordination with the
Armed Forces Retirement Home Chief Operating Officer:

a. Establish and implement a long-term strategy for maintaining fiscal
solvency at the Armed Forces Retirement Home that uses supported



estimates of future revenue streams, establishes a trust fund minimum
balance, and updates the replenishment plan as additional revenues
streams are realized.

Develop a plan of action with milestones to implement the approved
initiatives from the study of Armed Forces Retirement Home operations
that will replenish the trust fund to a level that will ensure long-term
solvency and allow the Armed Forces Retirement Home to meet its
responsibilities to veterans. Specific action should be taken to:

lease non-excess Armed Forces Retirement Home property; and

increase the amount withheld each month from the pay of active
duty enlisted members, warrant officers, and limited duty officers of
the Armed Forces from $0.50 to $1.00, if other funding sources are
not identified.

Quantify the impact each major capital project has on the Armed Forces
Retirement Home Trust Fund balance and describe the effects on the
resident population of the Armed Forces Retirement Home. In addition,
Deputy Chief Management Officer should establish a threshold in which it
considers a capital project to be a major capital project and require that
the Armed Forces Retirement Home detail how the major capital project
risks will be isolated, minimized, monitored, and controlled to prevent
problems associated with investment cost, schedule, and performance.
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Table 9. Summary of Inadequately Prepared PWSs and IGCEs

TFSA-AFRW-15-C-0008 AFRH-W Dental Services

PWS Not
Contract Location Contract Purpose Sufficiently SISC%rI?IeO(;[
Detailed PP
X

TFSA-AFRG-15-C-0008 AFRH-G Pharmacy X
TFSA-AFRG-16-C-0003 AFRH-G Nursing X
TFSA-AFRW-16-C-0003 AFRH-W Nursing X X
TFSA-AFRW-17-C-0003 AFRH-W| Grounds Maintenance X
TFSA-AFRW-BPA-1701 Corporate Consulting X X
Replacement Contract | AFRH-W Nursing X N/A*
Total 5 6

* Not applicable. We did not review the IGCE for the in-process nursing contract at the AFRH-W.
Source: DoD OIG.
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AFRH Officials Did Not Adequately Define the Requirements in
the PWS for the Consulting Contract
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39 Contract TFSA-AFRW-BPA-1701 is a follow-on to contract TFSA-AFRW-BPA-1401 for consulting services.
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Figure 3. FY 2014 PWS Description of the Annual Reports to Congress and the Office of
Management and Budget
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Figure 4. FY 2017 PWS Description of the Annual Reports to Congress and the Office of
Management and Budget
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AFRH Officials Did Not Identify the Sources or Methodologies
Used to Develop the IGCE for the Consulting Contract
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AFRH Officials Did Not Perform Effective Acquisition Planning
for Nursing Contracts at the AFRH-G and AFRH-W
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40" Contract TFSA-AFRG-16-C-0003 is for AFRH-G nursing and contract TFSA-AFRW-16-C-0003 is for AFRH-W nursing.
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41 The contractor requested assistance from the Senators from Virginia. Responding to the congressional inquiry, a BFS
contracting officer stated that the Government was willing to discuss the possibility of terminating the contract.

33



34

pSfe 744t feot fet ot "2 Zcm e f o —<o% Tt f17
"t % fUTco% —St U fot tee—TZ—<o% ..te—"f.— " t—"co%o <oc—<f
e Veco%o ..te—"f..— f— -5t ® &

The CFO and COR Demonstrated a Lack of Contracting
Knowledge and Did Not Follow BFS Advice for the
Consulting Contract
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42 The contract is a blanket purchase agreement and the AFRH develops individual PWSs and then awards “calls” off of the
contract for that specific work. Calls are similar to an order.
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The CFO Did Not Follow BFS Advice When Planning the New
AFRH-W Nursing Contract
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43 The AFRH plans to continue to use the current consulting contract for the less complicated deliverables.
44 0On February 14, 2017, the Deputy Secretary of Defense transitioned authority of the AFRH to the DCMO.
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45 The FAR defines a multiple award contract as an indefinite delivery, indefinite quantity contract entered into with two or
more sources under the same solicitation.

46 From February through March 2017, the AFRH, BFS, and the current nursing contractor tried to re-negotiate terms for
the contractor to continue on the contract. However, the negotiations were not successful. In March 2017, the CFO
contacted the BFS contracting officials to restart the award process for the AFRH-W nursing requirement.
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The AFRH Did Not Have Proper Segregation of Duties or
Internal Controls for Financial and Contracting Functions
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47 GAO-14-704G, “Standards for Internal Control in the Federal Government,” September 2014.
48 GAO-14-704G, Section 10.03.
49 GA0-14-704G, Section 10.14.
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Recommendation B.1
We recommend that the Deputy Chief Management Officer, in coordination with the
Armed Forces Retirement Home Chief Operating Officer:

a. Review the actions of the Chief Financial Officer as the official responsible
for the procurement program at the Armed Forces Retirement Home
to determine whether management action is appropriate to hold
the Chief Financial Officer accountable for the contracting problems
experienced by the AFRH.
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b. Follow the section 813, National Defense Authorization Act for FY 2017
guidance to avoid using lowest price technically acceptable source
selection criteria when contracting officials re-compete the major
requirements for the consulting contract.
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c. Develop and implement an acquisition strategy to reduce the likelihood
of future problems with the nursing contracts. When developing
the acquisition strategy, also determine whether the Armed Forces
Retirement Home needs to change how it schedules Government nurses.
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50 Effective November 14, 2017, the DCMO established a CEO for the AFRH. The DCMO delegated the responsibilities of
the Secretary of Defense to control and administer the AFRH to the CEO.
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d. Review the duties of the Chief Financial Officer and the head of

procurement and design and implement appropriate internal controls or
segregate the duties.
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51 The AFRH has IAAs (food agreements), one with the Department of Veterans Affairs and one with Fort Sam Houston, to
purchase food, valued at $3rbillion. See Appendix A for the complete scope and methodology. See Appendix C for a
complete list of the contracts and food agreements we reviewed.

52 |n addition to the 21 contracts we reviewed for surveillance, we reviewed a contract for mailroom services because of
the quantity of contract modifications.

53 We calculated the $80,221.81 that the AFRH paid for modifications based on the methodology described in the note
to Table 11.
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54 The AFRH has contracts for various services to support the overall well-being of the residents and to maintain
the facilities in which the residents live. We reviewed two food delivery agreements and contracts for medical
services (nursing, pharmaceutical, and dental); facilities and grounds maintenance; food preparation and delivery;

transportation; security; and consulting.
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56 Contract TFSA-AFRW-17-C-0004.
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Table 10. Summary of Modifications to Contracts

. Contract
Contract Location
o

Facilities
TPD-AFRW-12-K-0000AFRH-W Maintenance 49 42 $35,618.36

AFRH-G and Medical
TPD-AFRH-13-C-0002 AFRH- W Supplies 36 34 28,968.39
TPD-AFRW-13-C-0007 AFRH-W Mailroom 23 18 15,635.06
Total 108 94 $80,221.81

Note: The pricing in the IAA is a fixed price based on the average number of transactions from the
previous 2 fully completed fiscal years. For example, the FY 2017 IAA is based on FY 2014 and 2015
transactions. We calculated the cost for the modifications by identifying the IAAs that the modifications
affected and using the average on the two IAAs. For example, modifications effective in FY 2014 affected
the pricing of the FY 2016 and 2017 IAAs, so we used the average price of those two IAAs. The FY 2016
IAA price for contract modifications was $787.26 and the FY 2017 IAA price for contract modifications
was $835.60. The average was $811.43. Therefore, we determined that FY 2014 modifications cost the
AFRH $811.43. Contract services for contract administration will transition to the WHS in FY 2019, so the
AFRH will not have to pay the BFS for the cost of the FY 2017 modifications, which would have affected
the pricing on the FY 2019 IAA. See the Background of this report for an additional discussion of the
IAApricing.

Source: The DoD OIG and BFS.
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AFRH Officials Did Not Plan Modifications for the Facilities
Maintenance Contract at the AFRH-W
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Table 11. Modifications to the AFRW Facilities Contract for One Task From May 2, 2014,
Through July 1, 2014

I S Cost of
Modification Purpose of Modification Modification

0013 5/2/2014 Obligated $69,223.27 $811.43
0015 6/6/2014 Obligated $23,936.02 811.43
0016 6/19/2014 Obligated $47,000.00 811.43
0017 7/1/2014 Obligated $91,800.00 811.43

Total $3,245.72

Source: The DoD OIG.
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58 Contract GS-06F-0022T, order TPD-AFRW-12-K-00006.



Table 12. Modifications to the AFRN Facilities Contract to Obligate and Deobligate
Funding From May 6, 2015, Through July 23, 2015

Modification Purpose of Modification Mo((-j:i(lziscta?ifon
0023 5/6/2015 | Corrected a deobligation made on Modification 18  $873.47
0024 5/7/2015 | Obligated $4,238.40 873.47
0025 5/7/2015 | Deobligated $98,000.00 873.47
0026 5/15/2015 | Obligated $4,507.25 873.47
0027 5/21/2015 | Obligated $6,045.16 873.47
0028 6/4/2015 | Obligated $18,000.00 873.47
0029 6/29/2015 | Obligated $26,561.15 873.47
0030 7/23/2015 | Obligated $34,729.23 873.47

Total $6,987.76

Source: The DoD OIG.
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AFRH Officials Did Not Plan Modifications for the Mailroom
Contract at the AFRH-W
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Table 13. Modifications to the AFRM Mailroom Contract for Metered Mail in FY 2017

Modification Purpose of Modification

Exercised option year 4 and obligated funding of $1,000

0017 1071/2016 for metered mail

0019 12/1/2016 | Obligated $500 for metered mail
0020 12/20/2016 | Obligated $2,000 for metered mail
0021 1/31/2017 | Obligated $500 for metered mail
0022 2/22/2017 | Obligated $500 for metered mail

Note: Contract services for contract administration will transition to the WHS in FY 2019, so the AFRH will
not have to pay the BFS for the cost of the FY 2017 modifications, which would have affected the pricing
on the FY 2019 IAA.

Source: The DoD OIG.
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for Two Contracts
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60 Wwe calculated the $80,221.81 that the AFRH paid for modifications based on the methodology described in the note to
Table 10.
61 Deputy Secretary of Defense memorandum, “Armed Forces Retirement Home Solvency Strategy,” February 14, 2017.
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Recommendation C.1
We recommend that the Deputy Chief Management Officer, in coordination with the
Armed Forces Retirement Home Chief Operating Officer:

a. Develop and implement a plan to regularly evaluate contract funding
needs and prevent future unnecessary contract modifications.
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b. Review Armed Forces Retirement Home contracts with values more
than $250,000 to identify areas that need improvement, identify
lessons-learned, and identify efficiencies and use that information to
improve future contracts.
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52 The contract and agreement value of $95.5 million was based on information we obtained from the BFS at the beginning
of the audit. We used the contracts and agreements to identify the values shown in Appendix C.
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63 The AbilityOne Program provides people who are blind or have significant disabilities with employment opportunities
in the manufacture and delivery of products and services to the Federal Government. FAR Part 8, “Required
Sources of Supplies and Services,” Subpart 8.7, “Acquisition from Nonprofit Agencies Employing People Who Are

Blind or Severely Disabled,” 8.704, requires the government to purchase supplies and services from AbilityOne
participants, when available.

57



58

PRt t o —efe—f—cte feot co—FUTcE™ "ferteete — _SE Vit —<"F
<tfe—<"¢ft <o -St & —St t'f"—efe— " —St "Ffe—"sie otf'ietie-
fe— e—cof—1% —«tta fot -St fet, 'ea "f o< fZZ>¢
tTf—f7ecett ™MSFE_St” " fZe e Zctt ™Mc—S St 77 ™ce% .."¢

e FAR 7.105, “Contents of Written Acquisition Plans.” Tt te Tt =<l
" St R fUf—<te T =St fllt—coec—<'e "Zfe fot —St tZtefoe—
« FAR 10.001, “Policy.” —f—Fs —Sf— f%te..<te «SfZ7 ..‘ot—...— of"e
ZETTE TETEZ <o %o ofF™ it —"fefe—e t L —efe—e "7 fo f "o
 FAR 15.304, “Evaluation Factors and Significant Subfactors.” —f—-%-
—~Sf— =St ™M T T cocte <o foedt ‘e FTfZ—f—c'e Tf.—""e fo
o —  f..=""e =Sf— f"F —f<Z'"tt = =St f..“—<cec—<'ea
« FAR 15.305, “Proposal Evaluation.” —f=Fe Ve fZ tTfZ—f—<'e <o
fo foo:tooo:to_ en _gi ’"‘"ofz fo'l' _éi ‘AA:!:"‘"TQ f"(Z(_) _ ’:t"’\‘
TMtett L —«TE e f = e— L. tee”—77>4
* FAR 15.404-1, “Proposal Analysis Techniques.” te.."¢, Te of—S‘te "
Tf—f"ecocoe%o ""c...f "ffetef Ztefoeoed <o Z—Tco%o ..' f"<o%0 A
o —=8F "mirtett e Fe "F ot ET <o "Ferteetr ¢ _Sf o Zc.c—f
o Mt ett e te - Sce—"<. fZ "Vc.iFe "fct "7 =St efet v
o(o(Zf" (_iooé en
o '"titedt '"e..fe —* —St F
*  FAR 37.602, “Performance Work Statement.” te.."¢, o —-St
l_”ll.i [t f é_
« AFRH COR Handbook, July 2012. e—f ,Z<sSfe e—fetf"teda tFe.."<, fo
foo(%oooio_ en ":to"QO("(Z(_(:toé ch ’":to._."(":to ”"._.:t'l'_":l:o ~en
Lo = e fZe fot ef%o'—<f—<e%od [™M[f"tcoe%oA feT flecec

e—"f ... —98
* FYs 2013 Through 2018 IAAs Between the AFRH and the BFS.
eV, fe =St " Zte feot "fe'teec «Zc—<te " —St fet -St%

» Department of the Treasury’s Independent Government Cost Estimate

(IGCE) Guide, March 2016. "'~ <t te %ofef”fZ <o '"ef—c'e ‘o "'Zte fof

":t."..("(Z(—(:tOé _)':to £ :to_(of_:toé fo'l' o:t_é""‘z‘%o(:to cem T:t:

foocof—F f7°e% ™8 tE8fe'Z%e —Sfe . fo ,t —eft —' L THf-:
PO ATt —etemfoc'e Tfot (P S %S sya 7>



Site Visits
Toofet— =1t ec—% Tcoc—e "o k7 f"5 S %S —ef trsy f-4&
LU f—tA feSce%o—'ead A aa
@ & feSc<e%—'ea 4 aa
® A4 —77''"—8 <eeceec’’cA
P fr—ete— " —SF "ffe—"54 A f[Uef e, —"% & FTe— <«"U%oc<e<fa
T feetr <ofe.f feof ... ‘—e—<e% F"T<...fd& etcfef’tZced o<
o ftte—cod ™t St7Zt f —fZF..'e"f"fe..F M-S St ""c..t " -St
.7 F-f"> 7 FTfeet fel "t ZZEY <o X "—f7> trsy fet Fefi"fz 77
toecece_"f_—c'e feS<e%o—‘e4d & @aa <+ f»> trsya Ze'4d —=S"' — % S ——
of— ™Mc-S "T«..F ‘7 -St Tl fZe =t 7 cET —SEe fe 7 Tcet oo

T o—ett e ——fv@mfeett tfof " —7 f—t<—& t..< <. fZ754

<Z<—f">  f> L. ‘e FTf—f.feFf "<ZF "7'e —St fTfeed fcoe— Z<—f":
trSX fot "< em " ffrSytit T > —8t tZZF" felmeme "E U _ft 5 &

o elF" " ¢... % o:to”:t"o'[ 'f)"‘zz TM(_SS‘ZT(Q%OQ f.T “ceotoe fo"' B S
fe—F" <«Z<—f"> f> ... ‘e T<Z%t L te—fcee L —""Fe_ fet Sce—*"c..|

' f T oo tie f> fet —SF f> e—f-—ed  f VETE™MET o7
ete—_87> ttt— .. —<‘ee ‘" Drawr 1rsx —S"utsr%yS— ti—tf"ecet
St fe'—e—e .'ZZF...—F1 ,> =St f Feet cofe.f fof
™G —8F fer—e—e —Sf- —S¢ "$h—tt fe "t fe—ta " -8t ofe
ef—cte "ie _&% fe—df" Zeaf"> f> ... e CCZF = e fTE Ot
Coce’te T Tcefe fot T fc——"Fe "V'e o} F efe fVe] f>"' 727 ™(-S
"Rttt TfThe—F 7 Ccefe fot "t —"te > f"7cfa c™METirg ™
FEte— o —ctee "t A A fem —f"t ef" <. f oot e "7 t—8t" f>
" Ccete fot T tfte——"feda  f ti—trecett —Sf tf-f ™Mi"F e—" ..t
—7tet 0 8o f—tc-a

59



60

v ce% —ShPffred wSt ¢ "t eetfo " fetnf7 coo—1
A(ofz ”:t""_o T('...—"('%O "c:tT '”._.:to i_("io:to_ ‘oié o”:to
"t —e L fe F f.LSoEETTMMMET F 0 ATZSEH ... "

DoD 0OIG

e @trszeruva 0 "«ft .. fe t—<"fete— ‘e ffZ-S.. f"1
F...fe,f” sva trsy

ettc fZ e—f"" %otet"f2Z> '"C(tit StfZ-8 .. f"t et "< fe
of— of—<'ofZ SHEfZ-S..f"Ft e—fetf"Te fot —-St “—fZc—Ha @l T
‘T Vfectte—ed ‘M T4 efte. . fZ "7 Tt ETe tot oet— tet— .-
TCec—e —f "tectie—e <o Z'eY%m—1"e . f"F —ec—e f—o —8F “rie_
TR "Et > ef—<'efZ SEf2-8..f"F e—fetf tea  ttc—<'ef27>4
ettc..fZ floececo—"f—""e Fct o' — $ 7% .. —<"%Z> <o'Z%tete— 727 "f..
23717 te—"'Ze —' <tie—< > ti c..c<te..cte <o SEfZ-S..f"ft 'f
o_é fo T'_.__o:to_(o%o oiT(___f_(‘o foT _":tf_o:to_ f‘l‘o(o(o_"f_(

T —efe—<oe%o <o F . —c'ege.. te=""7 "'—eted fot " .. "tco% —Fe'f”f-
TETTET Yot f =" ™SETE "fectie— eftc.foctee ™METE o_tvit 3
TZZetee te—F7e theteeVftt fTi —f—1% 'So>ec..fZ ..te="'Ze ‘"%
e Z27%t e—,e—fe.Fe SfetZit fet -ttt > tZZetes fe—{
"fretestZa FTMETEYA St fZZefee te—it"e Tttt o= SfTE ftHEC—Ff-
floececo—"f—c"% . 'e—"'Ze —' The'ee_"f_% f. . .. e f <= T e
o—,o—fe. fe —"fee’t"_tta SfetZita fof o—"%t ,> tZZetes teo-
"fretestZa tte—<'ofZZ548 =St tZZefee fe—t"e tct o= Sf "t fHie-
floecoco—"f—<"F . ‘e—"'Ze —" foee_"Ff _Sf— f.... Feeo =" offc..f-<'oas
frdfe ™Mfe Zcoc—tt = f——S'"catt "$7e'eetZ ‘eZ>4

e a@trsveer{ud 0 o't ...—<'o " S Teit 7. ..fe F—_<"Fefe.

‘etd0 4ud> trsv
. Te'Z>tF —eft teTfecte. i .St..ee 7 iS¢ «—%t
—"ete fof ® fretecetZ tet of— Lot — - TR — T f—Tc—
7 T—eted o fTTc—<'e4 fet t'f’—efe— " —-St "ffe—"54
— "t f— " —,Zc<. f.= T < fZe Tt et= R fTE T efcoe—fce fTE"S
e f— ti —ete—f—cea o— .8 feo [™Mf"T ete"fet_—eea .
efret— "fetf . 84 " “—fZc—> foee—"fe.F o—""t<Z77fe..F 'Zfeea


http://www.dodig.mil/pubs/index.cfm

Appendix B

St TR F T ete— T c—e TETLe—f TV Tcoefe fof TP Fc——"Fe "t
Trle o BRFL—fZe fot sSW—kceZ K Zcof > f..—<'oe 0" 7 " co%0 o<Zc—f"
"freteet 7 TV ece et — . — f.."'ee 77 —St &ptFcfZe.tea St
fet "—<awZifce. ... <'Zcof"s f..—cee Tt . Zcott <o =St <Z<«—f"> T .. %
ysazvy drsr —' vwatxtrsxa "t " Zt .. —<e% f uye'ft”..fe— tI.. "%f

—f,,2¢ JtZ'™ J§rTmy, f Ti—f<Z¢T Zco— ‘= _St T<°...<’Z<°f"> fo.—ciee |
strsr —S”7 %X

Type of Action

Army
General
CourtMartials 572 580 656 642 592 566 486
BCD Special
CourtMartials 425 442 444 347 287 202 224
Non-BCD
Special 8 0 0 0 0 1 1
CourtMartials
Summary
CourtMartials 819 619 463 380 456 148 161
Ggﬂ? 15, 36,624 36,942 34,772 42,407 31,689 33,708 29,707
Article 15,
UCMJ Average 65 65 63 80 62 69 62
per 1000
Average
Active Duty 566,045 569,139, 550,064, 530,506 510,002 491,365 475,400
Strength

Navy
General
CourtMartials 108 105 115 103 101 93 96
BCD Special
CourtMartials 133 133 127 159 164 140 123
Non-BCD
Special 0 0 0 0 0 0 0
CourtMartials
Summary 152 130 108 30 43 29 29

CourtMartials
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Type of Action 2010

Article 15,
UCMJ*

Article 15,
UCMJ Average 41
per 1000*

21,840

Average
Active Duty
Strength*

532,135

General
CourtMartials

BCD Special
CourtMartials

Non-BCD
Special 209
CourtMartials

180

139

Summary
CourtMartials

Avrticle 15,
UCMJ

Article 15,
UCMJ Average 20
per 1000

162

6,756

Average
Active Duty
Strength

333,494

General
CourtMartials

BCD Special
CourtMartials

Non-BCD
Special 0
CourtMartials

178

623

Summary
CourtMartials

Article 15,
UCMJ*

Article 15,
UCMJ Average -
per 1000*

1,680

Average
Active Duty -
Strength*

2011

18,426

35

530,800

233

121

234

143

6,911

21

333,321

154

413

1,261

2012 2013
15,237 12,525
28 24
527,800 | 515,400

Air Force

166 205
111 81
242 239
137 139
6,318 6,247
19 19

327,285 | 328,089

Marine Corps

115 115
285 252

0 0
606 522

2014

13,307

26

511,847

164

88

169

92

5,256

16

323,894

100

199

501

2015

13,042

25

511,664

144

85

114

95

4,516

15

307,361

115

178

334

2016

8,921

17

511,856

159

82

118

89

3,954

13

308,190

128

184
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Type of Action 2011 2012 2013 2014 2015

Coast Guard

General
CourtMartials

BCD Special
CourtMartials

Non-BCD
Special 0 20 0 0 0 0 0
CourtMartials

10 6 13 8 22 15 15

20 12 14 12 18 16 13

Summary
CourtMartials

Avrticle 15,
UCMJ

Article 15,
UCMJ Average 28 29 23 24 17 13 11
per 1000

1,200 1,239 969 969 699 526 450

Average
Active Duty 43,288 43,139 42,932 40,757 40,179 39,649 | 40,992
Strength

Total Cases 71,847 68,143 60,915 65,402 53,977 | 54,090 | 45,260

* The Navy’s Articl&5, UCMJ data includes both the Navy and Marine Corps data. The Navy reported the
Article 15, UCMJ data for the Navy and Marine Corps as a combined amount.

Legend

BCD Bad Conduct Discharge

Non-BCD Non-Bad Conduct Discharge

Article 15 A non-judicial punishment which allows commanders to resolve allegations of

minor misconduct charged against military personnel without resorting to higher forms of
discipline, such as a court-martial.

UcmMJ The Uniform Code of Military Justice (UCMJ) is Federal law enacted by Congress.
The UCMJ defines the military justice system and lists criminal offenses under military law.

Source: We obtained the information from the Judge Advocate General statistics reported in @@LBYs
through 2016 Annual Reports Submitted to the Committees on Armed Services of the U.S. Senate and
U.S. House of Representatives and to the Secretary of Defense; Secretary of Homeland Security; and the
Secretaries of the Army, Navy, and Air Force in accordance with the UCMJ.



Appendix C

Contract or

Contract or Agreement Reviewed

Order Number Effective| Agreement

Number for Award

Value
AFRH-G

GS-06F-0022T TPD-AFRG-13-K-0002 1/1/13 $5,616,737
TFSA-AFRG-14-C-0002 3/30/14 2,944,222
TFSA-AFRG-15-C-0002 10/1/14 12,784,785
TFSA-AFRG-15-C-0006 10/1/14 1,446,758
TFSA-AFRG-15-C-0008 X 8/14/15 1,374,900
TFSA-AFRG-16-C-0003 X 10/1/15 1,413,991
TFSA-AFRG-17-C-0001 12/31/16 5,668,161

TFSA-AFRG-17-1A-0001 10/1/16 1,800,000

AFRH-W

GS-06F-0022T TPD-AFRW-12-K-006 4/1/12 12,307,886
TPD-AFRH-13-C-0002 4/1/13 5,878,899
TPD-AFRW-13-C-0007 5/1/13 792,436
TFSA-AFRW-14-C-0002 10/1/13 1,386,657
TFSA-AFRW-14-C-0004 10/1/13 1,340,000
GS-33F-0014T TFSA-AFRW-14-K-0012 7/24/14 2,245,736
TFSA-AFRW-15-C-0003 X 5/29/15 2,862,000
TFSA-AFRW-15-D-0001 5/1/15 2,190,000
TFSA-AFRW-16-C-0003 X 10/9/15 1,905,230
TFSA-AFRW-17-C-0003 X 12/8/16 3,203,048
TFSA-AFRW-17-C-0004 12/31/16 13,328,318
TFSA-AFRW-17-C-0006 12/31/16 6,346,272

TFSA-AFRW-17-1A-0001 10/1/16 1,800,000

AFRH Corporate

TFSA-AFRW-14-C-0013 4/3/14 1,094,953
TFSA-AFRW-BPA-1401 4/3/14 3,000,000
TFSA-AFRW-BPA-1701 X 10/21/16 4,500,000
Total Contract Value $97,230,987*

* The values in this table are based on the contract documents and not the values in BFS’s records. The
value in Appendix A was based on information we obtained from BFS records. The total value in this table
($97.2 million) differs from the total value in Appendix A ($95.5 million) because of the BFS contracting
officials’ numerical errors that we discuss in Appendix D.

Source: The DoD OIG and BFS.
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64 FAR Part 7, “Acquisition Planning,” FAR subpart, 7.1, “Acquisition Plans,” section 7.105, “Contents of written acquisition
plans;” and FAR Part 15, “Contracting by Negotiation,” subpart 15.3, “Source Selection,” section 15.308, “Source
Selection Decision.”

65 FAR Subpart 15.4, “Contract Pricing,” section 15.402, “Pricing Policy,” 15.402(a).

66 Contract number TESA-AFRW-BPA-1701.
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57 FAR 15.404-1(b), “Price Analysis for Commercial and Non-Commercial Items,” 15.404-1(b)(2)(i).
68 FAR 15.404-1(a)(1) and FAR 15.404-1(b)(2)(ii).
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Table 14. Differences Between the Awardee and Previous Contractor’s Hourly Rates in
2017 and 2018

Difference in Hourly Rates

Labor Category ‘ 2017 ‘ 2018
Program Manager $162.37 $167.43
Senior Consultant 118.81 122.70
Senior Financial Consultant 114.22 117.92
Consultant 128.90 132.83
Graphic Designer 106.18 109.45
Source: The DoD OIG and BFS.
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DCMO Comments
Draft Report-Financial Management & Contract Award and Administration for the Armed Forces Retirement Home

Project No. D201 7-DO00CF-0070.000
Dated January 2, 2018

Recommendation

Cancur, Nen-
Concur, Concur
with Comments

Management Comments

Target Date

A.1. That the DCMO, in coordination with the AFRH COO:

Ala Establish and implement a long-term strategy for Concur DCMO agrees that the management metrics listed in this recommendation are |7/1/2018

maintaining fiscal solvency at the Armed Forces key to AFRH's future success, and in fact that of any organization. DoD is

Retirement Home that uses supported estimates committed to putting forward a long-term solvency strategy, but establishing it

of future revenue streams, establishes a trust fund will require ongoing close coordination with and consent by the Congress.

minimum balance, and updates the replenishmeant Following recent leadership changes and the appointment of a Chief Executive

plan as additional revenue streams are realized. Officer for the AFRH, a strategic plan is being developed and is expected by
July 1, 2018.

A.lb Develop a plan of action with milestones to Cancur DCMO will continue to evaluate and, wherever possible, implement the 7/1/2018

implement the approved initiatives from the study recommendations of the operational study and werking group, which formed

of Armed Forces Retiremant Home Operations the basis of the Deputy Secretary's February 2017 guidance. A strategic planis

that will replenish the trust fund to a level that being developed and is expected by July 1, 2018,

will ensure long-term solvency and allow the

Armed Forces Retirement Home to meet its

responsibilities to veterans. Specific actions

should be taken to:

*lease non-excess Armed Forces Retirement Congress supported a legislative change clarifying lease-signing authority and  |Industry day

Home Property; and it was enacted with the recent signing of the FY 2018 NDAA. DCMO looks 2/2018,
forward to working with AFRH and industry partners early in 2018 to develop  |proposals due
proposals that will put underutilized property on the Washington campus to  |6/2018,
better use for the advantage of AFRH residents and the surrounding selection
community and provide long-term income for AFRH. 12/2018

®etrszeryy
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Concur, Non-

Rec. # Recommendation Concur, Concur Management Comments Target Date
with Comments

A.1.b cont'd |*increase the amount withheld each menth from DoD will increase active duty withholding only if a long-term strategy including
the pay of active duty enlisted members, warrant revenue enhancements and operational efficiencies cannot correct AFRH's
officers and limited duty officers of the Armed fiscal solvency.
Forces from $0.50 to $1.00, if other funding
sources are not identified.

Alc Quantify the impact each major capital project has Concur DCMO does not anticipate AFRH-funded major capital projects in the
on the Armed Forces Retirement Home Trust Fund foreseeable future. Aginginfrastructure on the Washington campus requires
balance and describes the effects on the resident ongoing review and action. DCMO is committed to carefully balancing the
population of the Armed Farces Retirement resources of the trust fund with appropriate capital investments to preserve
Home. In addition, Deputy Chief Management AFRH working assets.
Officer should establish a threshold in which it
considers a capital project to be a major capital
and require that the Armed Forces Retirement
Home detail how the major capital project risks
will be isclated, minimized, monitored and
controlled to prevent problems associated with
investment costs, schedule and performance.

B.1. That the DCMO, in coordination with the AFRH COO:

B.l.a Review the actions of the Chief Financial Officer as Concur The Acting AFRH COO will initiate a third-party review.

the official responsible for the procurement
program at the Armed Forces Retirement Home to
determine whether management action is
apprapriate to hold the Chief Financial Officer
accountable for the contracting problems
experienced by the AFRH.
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Concur, Non-
Rec. # Recommendation Concur, Concur Management Comments Target Date
with Comments
B.1.b Follow the section 813, National Defense Concur As the report notes, DCMO directed the transfer of procurement functions Nursing
Authorization Act for FY 2017 guidance to avoid from BFS to WHS over the course of FY 2018. This will provide DCMO with contract
using lowest price technically acceptable source substantially more oversight of AFRH procurement, with enhanced support at |3/31/2018,
selection criteria when contracting officials re- lower cost to AFRH. Processes and controls are being adopted as the procurement
complete the major requirements for the transition occurs and will continue to be refined; however, all follow-on services
consulting contract. contracts will comport with standard DoD, FAR, and DFAR contracting transition
principles. WHS contract officers are in the process of developing a new 10/1/2018
Bilc. Develop and implement an acquisition strategy to Concur nursing contract which is expected to be issued in March 2018,
reduce the likelihood of