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September 27, 2012 
 
 
James Staton  
Chief Procurement Officer 
Office of Contracting and Procurement 
One Judiciary Square 
441 4th Street N.W., Suite 700S 
Washington, D.C. 20001 
 
Dear Mr. Staton: 
 
Enclosed is our final report summarizing the results of the Office of the Inspector General’s (OIG) 
Report on Exercising Information Technology Staff Augmentation (ITSA) Contract Option Year 4 
(OIG No. 10-1-19TO(c)).  Pursuant to our authority under D.C. Code § 1-301.115a (f-3), we issued a 
Management Alert Report (MAR No. 12-A-01) on August 2, 2012, to recommend that OCP decline 
to exercise the remaining option year for the ITSA contract.  The Office of Contracting and 
Procurement (OCP) responded by letter dated August 16, 2012, in which OCP disagreed with the 
report’s finding and conclusions and did not concur with the recommendations and, therefore, these 
recommendations are unresolved. 
 
The full text of OCP’s response is included at Exhibit B.  Audit recommendations should generally be 
resolved within 6 months of the date of the final report.  Accordingly, we will continue to work with 
OCP to reach final agreement on the unresolved recommendations.  Based on the response from OCP, 
we re-examined our facts and conclusions and adjusted the report where warranted. 
  
We appreciate the cooperation and courtesies extended to our staff during this audit.  If you have 
any questions, please contact me or Ronald W. King, Assistant Inspector General for Audits, at 
(202) 727-2540. 
 
Sincerely,  
 

 
 
Enclosure 
 
CJW/fg 
 
cc: See Distribution List 
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OVERVIEW 
 
This report summarizes the results of the Office of Inspector General’s (OIG) Management 
Alert Report (MAR), Exercising Information Technology Staff Augmentation (ITSA) 
Contract Option Year 4.  This is the second report in a series of audits related to the ITSA 
contract.  The OIG issued the MAR to recommend that the Office of Contracting and 
Procurement (OCP) decline to exercise the remaining option year for the ITSA contract.  We 
made this recommendation pursuant to our authority as stated in D.C. Code § 1-301.115a(f-
3). 
 
This statute provides, in pertinent part: 
 

Failure on the part of any District government . . . contractor to cooperate 
with the Inspector General by not providing requested documents or testimony 
needed for the performance of his or her duties in conducting an audit . . . shall 
be cause for the Inspector General to recommend appropriate administrative 
actions to the  . . . procurement authority, and shall be grounds for adverse  
actions as administered by the procurement authority, including . . . termination 
of an existing contractual relationship. 

 
Based upon information obtained from the ITSA Executive Dashboard, for the period August 
19, 2008 - February 6, 2012, the District has paid Optimal Solutions and Technologies 
Incorporated (OST) a total of $108,546,921 under the ITSA contract. 
 
CONCLUSION 
 
OST is not in compliance with D.C. Code § 2-354.18, which requires District contractors to 
allow the Inspector General full access to their books and records for the purposes of the OIG 
auditing District contracts.  Specifically, OST has failed to fully cooperate with OIG auditors 
by providing complete documentation to support the cost and pricing data it submitted in its 
proposal for contract DCTO-2008-C-0135.  This condition occurred because OST officials 
believe that OIG’s request for such access is overbroad and that the documents requested for 
review included proprietary and sensitive information. 
 
As of the date of this audit report, the OIG cannot determine whether OST managed the total 
contract payments of $108,546,921 received from the District in a manner where internal 
controls were in place to safeguard against fraud, waste, and abuse. 
 
Also, despite the OIG’s notice to OCP about the financial implication of procuring IT 
services through the ITSA contract, OCP did not take timely corrective action to replace the 
current ITSA contract, which is used to procure District IT staff augmentation services.  We 
attribute this to OCP officials’ belief that the ITSA contract with OST positively contributes 
to the operational stability and financial health of the District.  As a result, the potential 
negative financial consequences for the District continue to exist. 
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SUMMARY OF RECOMMENDATIONS 

We directed two recommendations to OCP that focus on:  (1) declining to exercise the 
remaining option year with OST and (2) complying with the DCMR requirements for future 
contract awards.  
 
MANAGEMENT RESPONSES AND OIG COMMENTS 
 
We received OCP’s written response to the MAR on August 16, 2012.  OCP disagreed with 
the report’s finding and conclusions and did not concur with our recommendations.  The full 
text of OCP’s response is included at Exhibit B. 
 
A summary of the potential benefits resulting from the audit is shown at Exhibit A. 
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BACKGROUND 

The OIG is conducting an Audit of the Information Technology Staff Augmentation (ITSA) 
Contract No. DCTO-2008-C-0135.  This contract was awarded to Optimal Solutions and 
Technologies Incorporated (OST) on August 19, 2008.  The audit was included in our Fiscal 
Year 2011 Audit and Inspection Plan and is the second in a series of related audits. 

On August 3, 2011, the OIG issued the first audit report from the series, which concluded 
that the use of District employees to manage IT services procurement process, rather than the 
use of OST, was substantially more economical.  In total, we calculated that the District may 
lose as much as $10.78 million over the period of the 5-year contract term if the District 
continued using OST to manage the IT services procurement process.  The Office of 
Contracting and Procurement (OCP) agreed with the audit conclusion.  However, as of the 
date of this report, OST remains under contract to OCP to manage IT services procurement 
processes. 

Also on August 3, 2011, the OIG conducted an entrance conference with the Chief 
Technology Officer to announce the commencement of the second phase of the audit to 
determine whether the ITSA contract has been administered in an efficient, effective, and 
economical manner and conducted in a manner where internal controls were in place to 
safeguard against fraud, waste, and abuse. 

OBJECTIVES, SCOPE, AND METHODOLOGY  
 
The overall objectives of the audit are to determine whether:  (1) the contract was awarded in 
compliance with requirements of applicable laws, rules, regulations, policies, and procedures; 
(2) the contract was administered in an efficient, effective, and economical manner; and (3) 
internal controls safeguarded against fraud, waste, and abuse. 
 
We planned and are conducting this performance audit in accordance with generally accepted 
government auditing standards.  Those standards require that we plan and perform the audit 
to obtain sufficient, appropriate evidence that provides a reasonable basis for our findings 
and conclusions based on our audit objectives.  We believe that the evidence obtained 
provides a reasonable basis for our conclusions based on our audit objectives. 
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SYNOPSIS    
 
D.C. Code § 2-354.18 requires District contractors to allow the Inspector General full access 
to their books and records for the purposes of the OIG auditing District contracts.  OST has 
failed to fully cooperate with OIG auditors by providing complete documentation to support 
the cost and pricing data it submitted in its proposal for contract DCTO-2008-C-0135.  This 
condition occurred because OST officials believe that OIG’s request for such access is 
overbroad and that the documents requested include proprietary and sensitive information.  
As a result, OST is not in compliance with D.C. Code § 2-354.18; therefore, as of the date of 
this audit report, the OIG cannot determine whether OST managed the total contract 
payments of $108,546,921 received from the District in a manner where internal controls 
were in place to safeguard against fraud, waste, and abuse. 
 
DISCUSSION 
 
Since initiating the second audit in August 2011, we found that OST failed to comply with 
D.C. Code § 2-354.18(b) and provide OIG auditors full access to OST’s books and records 
(and those of any subcontractors) that relate to performance of the ITSA contract.  On 
November 4, 2011, after various attempts to obtain access to records and related supporting 
documentation that are necessary to conduct the audit, the OIG served OST with a subpoena 
for all documents that relate to direct and indirect costs OST incurred in providing IT 
services under contract DCTO-2008-C-0135 to the District of Columbia’s Office of the Chief 
Technology Officer (OCTO). 
 
According to D.C. Code § 2-354.18 (Right to audit records; right to inspect): 
 

(a)  The District may, at reasonable times and places, audit the books 
and records of any person who has submitted data to substantiate 
offered prices pursuant to § 2-354.19 to the extent that the books and 
records relate to that data.  A person who receives a contract, change 
order, or contract modification for which the data is required, shall 
maintain books and records that relate to the cost or pricing data for 3 
years from the date of final payment under the contract, unless a shorter 
period is otherwise authorized in writing. 

 
(b)  The Inspector General, District of Columbia Auditor, or District shall 
be entitled to audit the books and records of a contractor or any subcontractor 

 

FINDING 1.  NONCOMPLIANCE WITH PROCUREMENT PRACTICES ACT 
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under any negotiated contract or subcontract, other than a firm fixed-price 
contract, to the extent that the books and records relate to the performance 
of the contract or subcontract. Books and records shall be maintained by the 
contractor for a period of 3 years from the date of final payment under the 
prime contract and by the subcontractor for a period of 3 years from the date 
of final payment under the subcontract, unless a shorter period is otherwise 
authorized in writing. 

 
In addition, Section 27 of the Government of the District of Columbia Standard Contract 
Provisions (SCP) (Mar. 2007) provides, in part: 
  

(a) The District may terminate without liability any contract and may 
deduct from the contract price or otherwise recover the full amount 
of any fee, commission, percentage, gift, or consideration paid in  
violation of this title if:  

 
. . . . 

 
(2) There has been any breach or violation of: 

(A)  Any provision of the Procurement Practices Act of 1985, 
as amended . . . .  

 
To date, OST has not provided the OIG with all relevant and reliable records, along with 
supporting documentation, to enable the OIG to conduct the audit in accordance with 
generally accepted government auditing standards.  While the D.C. Office of the Attorney 
General is in the process of enforcing our subpoena, the District is incurring unnecessary and 
additional administrative costs. 
 
SERIES OF EVENTS 
 
On September 8, 2011, members of the OIG Audit Division accompanied by a representative 
of OCTO, met with OST senior officials for the purpose of initiating the second phase of the 
ITSA contract audit.  At the meeting,  OIG auditors requested that OST officials provide us 
with the necessary documents and data (including computations and projections related to 
negotiating, pricing, etc.) to support OST’s May 27, 2008, cost/price disclosure certification.   
The disclosure certification was required by solicitation number DCTO-2008-R-0135 and 
was contained within OST’s proposal, as required by District of Columbia Procurement 
Regulations (27 DCMR § 1624) and Section 25 of the SCP.  An OST official signed the 
disclosure certification indicating that its cost and price data were accurate, complete, and 
current. 
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OST agreed to provide the OIG with all of its documentation to support its cost and pricing 
certification, no later than September 30, 2011.1  On September 14, 2011, the OIG received 
an email from OCTO, which included documents from OST, purportedly in response to our 
September 8, 2011, request.  However, upon reviewing the documents provided, the OIG 
determined that the documents were not responsive. 
 
As a result, OIG auditors provided further clarification to OST as to which supporting 
documents the OIG was requesting.  On September 27, 2011, again through OCTO, OST 
indicated that it was on track to deliver the requested documents.  On September 29, 2011, 
OST requested an extension of time to October 7, 2011, in which to provide the requested 
documents.   
 
On October 7, 2011, OST requested to meet with OIG auditors on October 12, 2011, for a 
walk through of the documentation OST gathered in response to the OIG’s request.  On 
October 12, 2011, an OIG senior auditor met with OST officials to discuss and obtain the 
requested cost and pricing data.  However, at the meeting, the OIG auditor determined that 
the documents provided were not responsive to the OIG’s request and further determined that 
OST did not supply documentation to support its disclosure certification.  At that time, OST 
officials voiced confidentiality concerns with respect to the requested information. 
 
In response to OST’s concerns, the OIG informed OST that as an alternative, the OIG would 
accept all financial information necessary to allow it to reconstruct a reasonable facsimile of 
OST’s G&A, overhead pricing, and fee/profit information at the time the contract was 
awarded.  To this end, on October 13, 2011, the OIG provided OST with a comprehensive 
and specific list of requested documents for the purpose of conducting an alternative audit 
procedure (e.g., a cost analysis). 
 
On October 25, 2011, in response to our October 13 request, OST provided the OIG with a 
computer disk containing some financial information.  However, upon review OIG auditors 
determined that a substantial amount of information requested had not been provided, and the 
OIG informed OST of the same on that date. 
 
On November 4, 2011, having not received the documents in question, the OIG served OST 
with a subpoena in which the following was requested: 
 

Any and all original documents (or microfilm copies where originals 
are not available) in the custody or control of OST, Inc., that in any 
way identify and/or relate to direct and indirect costs incurred by OST, 
Inc. in providing IT Services under contract DCTO-2008-C-0135 to 
the District of Columbia’s Office of the Chief Technology Officer 

                                                 
1 Specifically, the OIG requested a breakdown of general and administrative costs/rates (G&A), overhead, and 
fee/profit as well as supporting documents.  
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(OCTO), including information specified in Attachment A to this 
subpoena.   

 
The subpoena required OST to produce the requested documentation by November 21, 2011.   
As of the date of this report, OST has not provided all relevant and reliable records, along 
with supporting documentation, as requested via subpoena. 

SUMMARY 

In conclusion, the lack of full access to OST’s financial books and records has prohibited 
the OIG from performing its duties to conduct an audit in accordance with generally 
accepted government auditing standards and provide reasonable assurance that the total 
contract spending of $108,546,921 was managed in a manner where internal controls were 
in place to safeguard against fraud, waste, and abuse.  
 
RECOMMENDATIONS 
 
Pursuant to D.C. Code § 1-301.115a (f-3), we recommend that the Chief Procurement 
Officer, Office of Contracting and Procurement: 
 

1. Decline to exercise the remaining option year with OST for contract no. DCTO-
2008-C-0135. 

 
OCP RESPONSE 
 
OCP indicated in its response that it is in the best interest of the District to exercise the final 
option year as an abrupt end of services through this contract would severely affect District 
government operations. 
 
OIG COMMENT 
 
The OIG disagrees with OCP’s response primarily because OCP has had more than adequate 
time to properly plan and replace the current ITSA contract used to procure the District’s IT 
staff augmentation services, without adverse impact to District operations.  OCP has been 
aware of the financial disadvantage of this contract to the District for more than a year and 
half.  OCP’s failure to take timely corrective actions regarding this contract causes the 
District to continue to incur unnecessary IT procurement costs of about $2 million a year, as 
explained in the OIG’s audit report Audit of the Information Technology Staff Augmentation 
(ITSA) Contract (OIG No. 10-1-19TO), issued August 3, 2011. 
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Despite the OIG’s notice to OCP about the financial implication of procuring IT services 
through the ITSA contract, OCP did not take timely corrective action to replace the current 
ITSA contract used to procure the District’s IT staff augmentation services.  This condition 
occurred because OCP officials believe that the ITSA contract with OST positively 
contributes to the operational stability and financial health of the District.  As a result, the 
potential negative financial consequences for the District continue to exist. 
 
DISCUSSION 
 
On August 3, 2011, the OIG issued Audit of the Information Technology Staff Augmentation 
(ITSA) Contract (OIG No. 10-1-19TO), the first audit report from the series, which 
concluded that OCP failed to determine, in writing, that the use of a contract for services - 
rather than the use of District employees - to manage the IT services procurement process, 
was substantially more economical.  In total, we calculated that the District may lose as much 
as $10.78 million over the period of the 5-year contract term if the District continues using a 
contractor to manage the IT services procurement process. 
 
In response to the report, OCP officials indicated that the ITSA contract with OST positively 
contributes to the operational stability and financial health of the District.  However, the OIG 
disagrees with OCP’s assertion primarily because, to date, OCP officials have been unable to 
provide the OIG with the supporting documentation (cost-benefit analysis) that upholds their 
assertion.  Instead, in the report, the OIG noted that the District’s decision to cap the hourly 
rates for IT staff augmentation requirements contributed to the operational stability and 
financial health.  Therefore, the OIG in its report determined that the decision to manage the 
IT augmentation services under a contract, instead of in-house, costs the District about 
$10.78 million more over the 5-year ITSA contract period.  
 
As a result of our first audit, we directed a recommendation that OCP determine in writing 
that the use of a contract for IT services – rather than the use of District employees – is fully 
justified before exercising options.  As part of the OIG’s follow-up effort, on April 3, 2012, 
the OIG issued a letter to remind OCP officials to implement corrective action to address the 
recommendation in a timely manner.  Accordingly on April 18, 2012, OCP advised the OIG 
via email that it agreed with the audit recommendation and indicated that the timeline 
required for its action was already in effect.  However, OCP did not provide the OIG with 
documentation to support its response. 
 
In the absence of this supporting documentation, on July 10, 2012, OIG auditors conducted a 
teleconference with OCP and OCTO officials to determine what corrective action OCP had 
taken to implement the recommendation.  During the conference, OCP officials indicated that 

 

FINDING 2.  FAILURE TO ADDRESS IDENTIFIED DEFICIENCIES WITH THE    
                       ITSA CONTARACT 
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OIG auditors had not provided OCP with specific action items upon which OCP needed to 
act.  At that time, we requested that OCP officials decline to exercise the remaining option 
year for the ITSA contract and manage the contract in-house.  In a July 12, 2012, email, OCP 
provided us with OCP’s position related to this matter.  Specifically, OCP stated:  
 

After the discussion with your staff and Director Mancini on Tuesday,  
July 10, 2012, I reviewed the impact of OIG's recommendation not to 
renew the ITSA contract for the final option year (Option Year 4). I 
convened a meeting with OST Inc. on Wednesday, where I expressed 
clearly the expectation for full cooperation with your Office.  In consultation 
with Director Mancini, OCP concludes that an abrupt end of services through 
this contract would severely affect District government operations. ITSA 
services 24 agencies (including OCTO) and deploys 336 mission critical 
resources to positions that cannot be filled by District employees. 

 
Taking into account all the information presented, OCP has decided that it is 
in the best interest of the District to exercise the final option year.  In addition 
OCP has already begun the process of developing a new RFP for comparable 
services based on lessons learned from OIG's recent audits and our experiences 
with contract administration. 

 
We disagree with OCP’s decision to renew the final option year of the ITSA contract 
primarily because OCP has had more than adequate time to properly plan and replace the 
current ITSA contract used to procure the District’s IT staff augmentation services, without 
adverse impact to District.   
 
SUMMARY 
 
We conclude that retaining the capped hourly rates features of the current ITSA contract and 
managing the process in-house will save the District more than $2 million per year. 
 
RECOMMENDATIONS 
 
We recommend that the Director, OCP: 
 

2. Determine in writing that use of a contract to procure District IT services is more 
economical than using OCP personnel, before issuing a new request for proposal. 
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OCP RESPONSE 
 
OCP indicated that OCP and OCTO have already begun the process of developing a new 
RFP for comparable services based on lessons learned from the OIG’s recent audits and 
OCP’s experiences with contract administration. 
 
 
OIG COMMENT 

 
The OIG consider OCP’s comments to be nonresponsive to this recommendation.  OCP did 
not provide the OIG with supporting documentation for its decision to develop a new RFP 
for using a contractor to procure IT staff augmentation services rather than use District 
employees. 
 
Given the current economic climate, which has resulted in the District taking severe cost 
cutting measures, we believe it is incumbent upon District management to conduct a 
comprehensive cost-benefit analysis when procuring expensive IT services.  Therefore, any 
process to develop a new RFP should first be preceded by a comprehensive cost-benefit 
analysis to support the conclusion to continue outsourcing the management of IT staff 
augmentation services. 
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Description of Benefit 
Amount and Type 

of Benefit 
Status2 

1 

Compliance, Economy, and 
Efficiency. Requires OCP to 
decline to exercise the remaining 
option year with OST for contract 
no. DCTO-2008-C-0135. 

Monetary  
$2 million3 

Open 

2 

Compliance and Internal 
Controls. Ensures OCP 
determines in writing that use of a 
contract to procure District IT 
services is more economical than 
using OCP personnel, before 
issuing a new request for proposal. 

Monetary 
$10.78 million4 

Open 

 

                                                 
2 This column provides the status of a recommendation as of the report date.  For final reports, “Open” means 
management and the OIG are in agreement on the action to be taken, but action is not complete.  “Closed” 
means management has advised that the action necessary to correct the condition is complete.  If a completion 
date was not provided, the date of management’s response is used.  “Unresolved” means that management has 
neither agreed to take the recommended action nor proposed satisfactory alternative actions to correct the 
condition. 
3 We found that OCP’s failure to take timely corrective actions regarding this contract caused the District to 
continue to incur unnecessary IT procurement costs of about $2 million a year, as explained in the OIG’s audit 
report, Audit of the Information Technology Staff Augmentation (ITSA) Contract (OIG No. 10-1-19TO), issued 
August 3, 2011. 
4 We estimated that OCP’s decision to continue to manage the IT augmentation services under contract, instead 
of in-house, cost the District about $10.78 million over a 5-year period. 
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