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EVALUATION OF COMPREHENSIVE 
~LOYMENT AND TRAINING PROGRAMS, 1981 

TUESDAY, OCOOBER 20, 1981 

U.S. SENATE; 
~ •• ColDO'l"l'D ON LABoa AND BtJIIAN RaoUBCIB, 

., ; . I Washington, D.C. 
The com.mitt.ea met, _pW'8WUlt to notice, . at 9 a.m., in room 4232, 

Dirksen Senate Office Building, Senator Orrin G. Hatch (chairman 
of the committee) presiding. 

Preeen~ Senators Hat.ch. Quayle, Kennedy, and Pell. 

OnNINo 8TATDDNT or SENATO& HATCH 

The CluJaKAN. Today the Senate Labor and Human Resources 
Committee opens its hearing& into the selection, performance, and 
evaluations of ~t and contract awardees under the Comprehen­
sive Employment Training Act of 1973, often called CETA. 

We are also going to examinP. how certain awards were made tQ 
contractors in the closing days of the last administration. There is 
special concern for how discretionary funds are ntiUPJd and spent 
in such situations, and we hope to cast some light on this entire 
area. 

The CETA legislation established a framework in which pro­
grams could be set up to provide for the employment and training 
of underemploy~ and economically disadvantaged persons around 
the country. Most such undertakings are carried out by prime • 
sponsors such as State and local governments. 

Congress granted special consideration in this legislation to per­
sons struggling against excessive disadvantages or for labor mar­
kets rated as extremely depressed. These programs were to be 
overseen and administered by and through the Office of National 
Programs of the Labor Department in Washington. 

A good many of these , programs have been efficiently 11dmini&­
tered and have, to a certain extent, fulfilled the expectations of the 
sponsors of the ~- ~ttably, this is not true across the board, 
as the committee's inqwry has established. 

While the administration has announced its intent to terminate 
the CETA program, there are billions of dollars outstanding at this 
time in its various .elements around the Nation. Also, the abuses in 
the program have been publicized often and consistently. Our 
review of the audits of these ventures, plus the fine wc,,rk of the 
GAO in these areas, leads the committee to feel that some public 
airing of the situation is required; hence this hearing. • • 

Our review efforts, which have had the full cooperation of the 
Labor Department, have uncovered one serious situation after an-

m 
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other. Waste and abuse of many kinds have emerged. The audits of 
the program conducted by contract auditors around the country 
reveal that the abuses are widespread, that the Department was 
being informed on a regular basis of these findings, and that noth­
ing was done to correct the situation. 

As a result, many programs fell far short of expectations, sub­
stantial sums · of money were lost, and many people the program 
was designed to assist were deprived of the intended assistance. 

The committee is especially concerned by evidence that specific 
Federal rules and regulations governing how Federal funcls are 
committed to grantees and contractors have been violated often 
and with impunity. Such requirements are put in place not to 
hinder benign attempts to aid i::lle but to insure that the under-
takinp are carried out as int.en . 

There is a need for certain programs, and I shall continue to 
s~port such effort.a, but on a selected basis. .: 

Today we shall examine how such abuses did take place and how 
CETA was in many ways brought into disrepute. 

In March of this year, after hearing numerous a!,\~tions of 
serious deficiencies, I asked the General Accounting Office in my 
capacity as chairman to review the Labor Department's Office of 
National Programs award selection process and to report their 
findings to the committee. Se~ral such reports have been received 
and have been released. Copies of them are being made available 
today. ~ 

The Washington Post, among other ~pers, in a March 9 article, 
reported on further findings concernmg "last minute" or "mid­
night" contract awards funded by lame duck administrations in the 
closing days of the last administration. 

Specifically, these involved: . one, overcommitment of appropri­
ated funding; two, absence of negotiations with, or evaluations of, 
prospective contractors; three, authorization of several additional 
contracts contrary to the informed judgments of the Department's 
representatives; and, four, unjustified sole source awards which 
ignored rules governing competition. 

In the March 9 "W asbington Post" article, the former Assistant 
Secretary of Labor for Employment and Training explained away 
such last minute funding commitments with this quote: "My view 
of the job was to see that these organizations could continue to 
operate long after we left office," because it was clear to him that 
the philosophy of the new Administration was not one of support 
for the new kinds of training and job programs that minorities 
n~ . 

It could be argued and perhaps excused if a contractor or grantee 
up for funding renewal could be granted a one-time exception in 
the form of a telegram authorizing them to temporarily continue a 
project, if all negotiations had been completed and documented, if 
the Department's program representatives had given some formal, 
documented seal of approval, or if it were merely a matter of 
preventing paperwork requirements from severely disrupting a pro­
ject with an unquestioned positive record of performance. 

It is quite another matter when, as GAO discovered, required 
negotiations had not even begun, let alone been completed. This 
was found in many cases. It is still another maiter when, as GAO 
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found negotiations had actually occurred and specific recommen­
datio~ by the Department's program representatives were totally 
ignored or specifically contradicted by higher-ups. This was found 
to be the case in numerous instances. 

And it is again another matter entirely when it is discovered 
that the performance records of many contract awardees were 
~ored when certain awards were made. In each of theae many 
situations large sums of public monies were awarded. The GAO 
cont.ends that the office involved would have overapent its CETA 
budget by at least $42 million, which of course would be a violation 
of the law. 

During the last 4 months of the last administration, GAO found 
that 287 t,wining grants and contracts ware awarded worth more 
than $115 million. During that time mu~ at least 70 tel~ 
were sent t.o potential contract.ors t.e • ithem to go ahead and 
start spending money on CETA contracts that would be negotiated 
lat.er. This compares with only 20 such telegrams sent during all 
the fiscal year of 1979, according to the GAO findings. 

·For example, on Jan~_l5, 1981, Mr. Green's office notified Dr. 
Benson E. Penick, a Washington ~er, that he could spend 
an initial $20,000 on a proposal to study the job prospects of disad­
vantaged teen.aged mothers. But the Labor Department's own con­
tracting officer had recommended against the award, GAO · sai~ 
because the proposal was deemed too ~e and the objectives 
found to be a "misbrnasb • • • of services. ' GAO also stated that 
Penick had submitted bills to Labor that were highly questionable. 

Similarly, on January 5 Green personally ordered a $150,000 
contract renewal for the National Association for the Southern 
Poor in Roanoke, GAO said. Green's subordinates had report.ed 
that the job tndning program was having a negligible impact on 
youth unemployment and could not properly supervise its young 
trainees in Virginia and North Carolina. 

GAO, saying that Labor officials rarely monitored the fmancial 
performance of these contractors, called for more inspections and 
written assessments. Labor also handed out noncompetitive con­
tracts without justification in nearly half the cases they survey~ 
according to GAO. . 

One such contract, for $199,000, went to Southern Vocational 
College in Tuskegee, Ala., on January 19, even though Labor audi­
tors had accused the college of improperly spending $550,000. 

The list could go on and on, but the GAO reports will speak for 
themselves. The committee used the GAO in order to obtain an 
objective evaluation and avoid any accusations of nonoojectivity. 

As the GAO work went on, the committee began to review all 
appropriate mat.erials, in the process int.ervie~· Labor Depart­
ment personnel who possessed first.hand knowl e of what had 
transpired. Thousands of documents were exarnin . Several other 
Federal agencies and their officials rendered assistance. Today we 
will make public many of the findings of our inquiry . 

We will hear today from the GAO; the current Assistant Secre­
tary of Labor for the Employment and Training Administration, 
Mr. Albert Angrisani; a panel of Labor officials with first-hand 
knowledge of the situation under review; the Inspector General of 
the Labor Department, Mr. Tom McBride; a former Assistant In-
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spector General for Audit at Labor who presently occupies the 
same position at the Agriculture Department, Mr. Gerald Peterson; 
the former Assistant Secretary of Labor for Employment and 
Training, Mr. Ernest Green; ,and the former I>irec;tor of the Office 
of National Programs, Mr. Lamond Godwin. 

GAO will elaborate on their findings, which I have alluded to 
already._ The · current Assistant Secretary of Labor will report on 
the situation he inherited when he assumed office on January 20 of 
this year, the immediate actiODS he was required to take. and the 
directive he recently issued to deal with GAO's findings and those 
of his own internal task force. He will also answer questions on 
new guidelines and procedurea he will be ~lienting designed to 

• mdbility and guarantee accoun • ·ty. Te ~alaGieoing to ezplore with Mr. ~ certain myster­
ies of grant termination. One case of imn,ed•t;e interest involves a 
$20-million grant to PUSH For Excellence of Chicago. 

As we found out in our inquiry into the National Cancer Insti­
tute, Federal grants. unlike contracts, cannot .be unilaterally termi­
nated at the Government's convenience. To terminate, detailed 
negotiations are required. culminating in the grantee agreeing to 
termination. • • 

Since this April. Labor has sought just such a goal in a diligent 
manner in regard to this particular grant to PUSH For Excellence. 
All to no avail until the committee wrote that organization on 
September 24, 1981. The committee received a response from Chica­
go, dated October. 2. 1981, informing the committee that PUSH 
had, on its own, terminat.ed the grant on September 29, 1981. A 
salutary conclusion. . 

What makes this conclusion so unique is that committee staff, 
after receipt of this letter from PUSH, was informed by the Labor 
Department's Solicitor's Office that termination negotiations were 
still going on. Evidently PUSH notified the committee but had 
perhaps forgotten to notify the Department of Labor that no fur­
ther reason existed for additional negotiations. 

Our panel of Labor Department officials will be representative of 
all levels of the program office, including the acting 9dministrator 
of the Office of National Programs, program directors. and Govern• 
ment authoru.ed representatives frequently referred to as "pro­
gram reps.'' Their evaluations are the only effective link to provide 
vital day-to-day assessments on an awardee's capabilities or past 
performance. Only in this way can we assure that allocated public 
funds go to those who have shown a "demonstrated effective­
ness" -a phrase we will certainly hear more about as this liearing 
progresses. 

It is vital to underscore this criterion, established by the Labor 
Department and reinforced by its Solicitor's Office in an opinion to 
the General Accounting Office-page 3, HRDSl-145. 

We will hear from Labor's Inspector · General regarding certain 
criminal inquiries his office is presently purauing. 

We will also hear from a former Assistant Inspector General of 
Labor for Audit, now with the Agriculture Department, concerning 
his efforts, begun in 1979, to implement a system of surveillance 
auditing to target, discover, and prevent the very type of program 
deficiencies we will be discussing. 

• 
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His efforts, at first praise4 by a former Inspector General, were 
cut short without substantive justification when he announced his 
first ~ example-an example, by the way, w~ch had already 
received substantial notoriety here in Washington-~de, Inc. He 
was • told to halt and kill his professional work for fear that it 
would embarrass and expose political allies of higher-ups. 
-.Finally, we will hear from two former Labor Department offi­

cials, Mr. Ernest Green, former Assistant Secretary for Employ­
ment and Training, and Mr. Lamond Godwin, former Director of 
the Office of National Programs. 

We wish to inquire of them about their professional roles and 
specific actions as Government officials concerning selection of con­
tract awardees. We are· 8:"peciaUy concerned about sole source con­
tracting. We wish to hear their views on the General Accounting 
Office's findings regarding last-minut.e contracting. 

AB chairman of the committee, I have already asked the General 
Accounting Office, the Inspector .General's Office, and the current 
Assistant Secretary to continue their scrutiny of several specific \ 
cases. Also, I have asked them to provide additional evaluations of l 
work performed by a number of current awardees. 

This brings me to a most disturbing area of our inquiry. At 9 
a.m., on January 20, 1981, articles of incorporation filed with the 
Office of the Recorder of Deeds in Washington were filed, forming 
a corporation under laws of the State of Delaware, for Green­
Herman & Associates, for the purposes of conducting business as a 
consultant and marketing analysis service. 

In a letter dated June 23 of this year, I asked Mr. Green to 
provide the committee with a list of any and all contracts, grants, 
or subgrants that his firm had received since its incorporation. To 
avoid any misunderstanding,, I f~her asked Mr. Green to provide 
an accounting of all funds received from prime contractors, subcon­
tractors, or special project.a u.tiUziog Labor Department funds, di- . 
rectly or indirectly. 

This letter was hand-delivered by the professional staff of the 
committee to Mr. James Christian, attorney for Green-Herman & 
Associates. Mr .. Christian, authoru.ed to respond for Green-Herman 
& Associates replied in a letter dated July 2, 1981, with regard to 
Green-Herman, that: one, "It has not received any contracts, sub­
contracts, grants or subgrants from the U.S. Department of Labor 
under the Comprehensive Employment Training Act;" two, "It has 
not received any funds from prime or subcontractors under any 
other Federal grant or contract program;" and, three, "It has not 
set • up any service projects utilizing Labor Department funds di­
rectly or indirectly;' · The letter goes on to say, "We trust that the 
foregoing is responsive to your request." 

However, the committee has discovered -in its review of Labor * 
Department files that a prime sponsor, Mobile County Consortium 
in Mobile, Ala, had .awarded a subcontract to Mel Harris ABso-
ciates, a management consultant firm of Crystal, Minn. 

Mel Harris, in its tum, executed a consultant subcontract on 
April 6, 1981, with Green-Herman & Associates for the sum of 
$75,000. This seems to contradict the contents of Mr. Christian's 
July 2 communication to the committee. • • 
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Naturally, this gives rise to certain questions in the mind of any 
reasonable person. These • include: one, are there any other such 
contracts· that may have accrued to Mr. Green and his firm that we 
still know nothing about? two, if so, in what amounts of money? 
and, three, does the Green-Herman firm po11esa any other con­
tracts of any kind, with any organizations which to their knowl­
edge are the .recipients of Labor Department CETA contracts and 
funm? • 

Unfortunately, the Employment and Training Administration 
has no way of retrieving auch information at this time, ezcept by 
asking a:wardees themselves. We will have to await ~mplete audits 
that itemue each subcontractor's accounts, and until auch time aa 
the Inspector General can complete his investigation and report to 
ua. . 

Finally, we must at least address the principle of stewardship. 
The worst abuses in government are alma¢ always done in the 
name of altruism and with an allegedly benign intent. Everyone 
wants to do the right things· and often views the Government aa 
the appoint.eel tool with which to do the job. 

• I am not seeking out any special program, group, or contract to 
make an example of in a hearing situation. Rather, the committee 
is attempting to show that even the ~ost altruistic, sincere efforts 
can run afoul of the legitimate institutional safeguards the Govern­
ment must erect to protect it.self and the public. That is what we 
are seeking to highlight today. .· • 

Because of the nature of this inquiry, we will place all witnesses 
under oath with regard to questions the committee members have. 

We will now turn to Senator Kennedy, the ranking minority 
member. 

OPENING STATEMENT OF SENATOR KENNEDY 

Senator KENNEDY. Thank you very much, Mr. Chairman. 
One of the haUroarks of employment and training policies over 

the decades has been a bipartisan cooperation. All of us recognize 
that a healthy economy requires a trained and, productive work 
force. There has also been consensus that the Federal Government 
has a special responsibility to assist disadvantaged youth and 
adults who have missed out on other opportunities to become 
skilled and employed. 

I know Senator Hatch has been a strong ~upporter of Job Corps; 
and I have .often heard him e!P_ress his high regard for the pro­
gram run by OCI, RTP, and SER. We are continuing this. biparti­
san effort as we consider the reauthorization of CET A and voca­
tional education. 

Because of the importance of these programs, it is essential that 
they be administered efficiently and fairly, with full public confi­
dence. Today's hearing will caat serious doubt as to whether the 
administration of these programs during the Carter t1-dministration 
met this test. 

Serious ~egations will be made about the conduct of senior 
Federal ofticlaui in the last days of the Carter administration. The 
charges imply that millions of Federal dollars were squandered on 
hundreds of last minute contracts with organizations of question-

• 
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able merit. There is the even more troubling report that the indi- { • 
viduals responsible for these contracts have benefited personally ~ 
from these awards since leaving the Government. . 

In addition. we -will hear allegations that program audits were 
blocked or discontinued for political reasons, in spite of evidence of 
wrongdoing. · 

M these allegations are true, they represent the moat serious 
possible betrayal of the public trust. . 

This committee has an obligation to determine where the truth 
lies, to hear from all sides-the. accused as well as the accusers. To 
do leas would be a betrayal of our public trust and might perma­
nently darner the reputation of innocent individuals. 

I believe the committee needs to determine the answers to the 
following questions: 

Were 1.0; audits and reviews blocked for ·political reasons; and, if 
so, who blocked them, and why? - . . • 

Were millions of dollars inappropriately committed during the 
final daY!I of the Carter administration? If they were, who was 
res_po_nsible, and what c~ of cnrnrn~nd was involved? 

Did anyone benefit personally and unproperly from these end-of-
year awards? . 

To what extent were the problems identified by GAO institution- . 
al, proceclural problems; and to what extent were they problems 
caused by particular individuals acting u:!E:ropriately? . 

Mr. Chairman, I believe we ought to the time necessary to 
• get to the truth. We ought to hear from all those who may be 

accused today. We ought to hear from the Secre~ of Labor at · 
that time, Mr. Marshall. And we ought to pµrsue this expeditious-
ly, so that the record can be complete. . 

Finally, Mr. Chairman, whatever we find, I hope we will not lose 
sight of the real goals and objectives of the CETA program. As we 
meet here today, unemployment stands at 7.5 percent. Only 2 days 
ago the President acknowledged that the country is in a recession. 
For the disadvantaged youth and adults whom CETA serves, it is a 
depression. • 

Part of making Government work requires rooting out corrup­
tion wherever it is found. &lually important is the need for Gov­
ernment to respond compassionately and effectively to those in 
most distress. Today in America, that requires getting people back 
to work. I hope we will pursue both goals vigorously in the weeks 
ahead. • 

The CIIAmMAN. Thank you, Senator Kennedy. · 
We will now turn to Senator Quayle, who is chairman· of the 

• Employment Subcommittee and who has done a tremendous job as 
chairman and certainly is responsible for stopping the funds until 
we can get a handle on where we are. I agree with Senator Kenne­
dy, we have to look at this matter as objectively as we possibly can. 

Senator Quayle? 

OPENING 8'rATE¥JCNT OF SENATOR QuAYLE 

Senator QUAYLE. Thank you very much, Mr. Chairman; 
I certainly want to compliment you for having these oversight 

hearings. I think one of the most important functions of a commit-
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tee in the Congress is to have these types of hearings and an airing 
in public of concerns that you have and that others have. 

I would also like to compliment Senator Kennedy on his state­
ment, particularly on the bipartisan approach that WJ have had in 
the past in emplc,yment and tmining policies. 

As Chairman Hatch pointed out, it is iny subcommittee that has 
been dealing with the CETA reauthorization. We have -had a 
number of hearings here in Wubington and some around the 

· country. 
It is my intent to be able to produce a bipartisan package that 

will be introduced in -December or January. We can have ·bearings 
on that systems delivery. I do not think it should be partisan. 

I certainly commend your comments in that direction. We have 
worked together, and our staffs have worked together. Senator 
Hatch, who ii an active and supportive member of my subcommit­
tee, has been very, very helpful in this. His past experience with 
Job Corps and some of the other tmining pi'ograms should not go 
unnoticed. . 

I guess the question, Mr. ~ is: Where do we ~ from 
here? Based on conversations I have bad with Mr. Angrisani and 
others I expect that we are going to get better management in the 
Employment and Training Administration, I fully expect that a 
number of the irregularities that will be and have been identified 
will be studied and corrective action will be taken. 

I assume that we will uk the question: How did we get into this 
mess, and how are we· going to get out of it? I think that is the 
challenge that lies before this committee. 

I do not think anyone wants to do away with the Federal role of 
employment and training programs. I think it is vital, particularly 
with the economic considerations that we have and, more ~icu­
larly, for the youth and minority youth that have this disastrous 
unemployment rate. 

Mr. Chairman,. we need to take a long, hard look at what has 
happened in CETA, what works, what did not work, and why. This 
certainly provides a backdrop for both the Congress and the admin­
istration to go ahead and make the necessary changes to see that 
the problems and mistakes are not repeated. 

I assure you of my full cooperation, and I look forward to work­
ing with other members of this committee-both the majority and 
minority-in producing a bipartisan package that will enhance the 
availability of em~oyment and training policies in this country. 

The CHAIRMAN. Thank you, Senator Quayle. . 
Without objection, we will insert at this point the statement of 

Senator Gordon Humphrey. 
[The prepared statement of Senator Humphrey follows:] 

PuPAUD &rATDBNT or SBHATOll HUMPHUT 

Senator HuMPHUY. Mr. Chairman, I'm eorry that other committee reepomibil• 
ities will prevent me from.attending the hearing on the ove~t of CETA. I have 
had a longstanding concern with problema connected with A and have found 
particularly troubfeeome the many complaints concerning the administration of 
CET A grants and programs. I applaud the efforts of this administration to correct 
the errors of the put and commend the committee for its investigation, of allega- • 
tions of wrongdoing by CETA administrators. I will look forward to reading the 
testimony of the witnesses who will testify at today's hearing. 

... 

• 
• 
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The CH.ullMAN. Our first witness is Mr. Gerald Peterson, a 
former Inspector General for Audit at Labor and currently in the 
same capacity at the Department of Agriculture. 

Mr. Peterson, we are nappy t.o have you with us today. • 
Would you prepare t.o be sworn? Do you swear t.o tell the truth, 

the whole truth, and nothing but the truth, so help you God? 
-Mr. PlcTmsoN. I do. - • 
The CHAmllAN. Thank you. Mr. Peterson. Please go ahead. 

STATEMENT OF GDAJ.P PBTEBSON, ASSISTAN'r JNBPECl'OR 
GENERAL FOR AUDft', DEPARTMENT OF AGRICULTURE; 
FORMER ASSISTANT IN8PECl'OR GENERAL FOR AUDIT, DE-
PARTMENT OF LABOR • 
Mr. Pri&l&ON. Mr. Chairman, I have DO prepared statement. I 

would like just t.o answer the questions tbe committee may have. 
The ClwllKAN. Mr. Peteraon, in your paaition as Alaistant I.G., 

Audit, at the Department of Labor, what wu your reaction in 1979 
when the forming of the LG. Office appeared t.o make the audit.or's 
role significantly different? 

Mr. l>rnmsoN. I was disappoint.eel, t.o •!' the least. We were just 
at that point in time trying t.o get the LG. concept ~cmented, 
and of course the fact tliat I wu almost immediately ui off the 
job of auditing Youth Pride was a source of great disappointment 
tome. • 

The ClwJlKAN. What was her reaction? 
Mr. PrnmsoN. Well, maybe I should just set the stage a bit. 
Senat.or KBNNEl>Y. Can we find out who "httr'' is, please? . 
Mr. PETnsoN. Yes. The LG. at that time was Ms. Marjorie 

Knowles. 
For about a year prior t.o this the audit organu.ation within the 

Department of Labor had been working on a new audit guide. To 
that point, auditors had not been much involved in fraud. The 
typical audit statement is the verification of a financial statement, 
and as such it did not involve itself in fraud or had not involved 
it.self in fraud. • 

For about a year we had been working on a new instrument that 
would specifically' look at fraud, and we had referred t.o it as a 
"surveillance audit guide." · 

Ms. Knowles came int.o the Department of Labor; and on May 18, 
I, in a memorandum, notified Ms. Knowles of the surveillance 
guide and our intention t.o use it, and t.o use it in the Washington, 
D.C. area. I spelled out t.o her in that memorandum the reason for 
using it in the W asbington, D.C. area was that· I wanted t.o be able 
to personally supervise the first usage of that guide. 

Then on June 11 I specifically spelled out t.o Ms. Knowles the 
specific auditee that we were going t.o be testing this on, and this 
was Youth Pride, for a number of reasons-No. 1, it was a large, 
nonprofit known t.o have management as well as accounting pro~ 
lems; and No. 2-and maybe equally important-it was in the 
Washington, D.C. area where I could personally supervise the 
usage of that guide. 

The CHAIBMAN. So you selected basically, a W asbington, D.C. 
CET A program as your first audit? 

Mr. PETERSON. That is correct. 
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The CRAIB.MAN. Did you have any other reasons for selecting 
CETA? • . 

Mr. PB'l'BasoN. No, I think those were the primary reasons, Mr . . 
Chairman. . . • 

The CRAIB.MAN. What was that organization you decided to inves-
tigate? 

Mr. PBTEasoN. Youth Pride. 
The Clw:aKAN. This is a CETA-funded organization? 
Mr. PBT:asoN. That is correct. 

• The Clw:aKAN. Did Ms. Knowles approve your suggestion to 
audit Youth Pride? 

Mr. PnmuloN. She did not. Al5 a matter of fact, I have • the 
original memo. She did not respond to that memo but instead 
called me into her officie and-

The CsAlau.N. Did . she give any rea&OQI why she did ~ot re-
spond to that memo? . . 

Mr. PrnmaoN. She called me into her office and told me it was 
not very smart selecting Youth Pride and that in fact Mayor Wash­
ington's inauguration initiated from Youth Pride and that I should 

• select another grant.ea for the purposes of testing the guide. 
The Clw:aKAN. Did she explain any reasons why? 
Mr. PrnmaoN. No, she would not explain anything beyond­
Senator KmonmY. Are ,au talking about Mayor Wasbingt4n? 
Mr. PJ:l'BBSON. Yes, that 18 correct. 
Senator KBNNBDY. On Youth Pride? • 
Mr. PlmmsoN. Yes, that is correct. 
The Clw:aKAN. Did you try to explain to her why you wanted to 

do this? 
Mr. PrrlmsoN. I had explained in memos. She fully undttrstood 

why we wanted to. 
Senator KBNNBDY. Could I interrupt? Just so we get the names, 

because these accusations are terribl~rtant-are you talking 
about Mayor W asbington or Mayor ? Mayor Barry was the 
one who was involved initially in Youth Pride. 

Mr. PETERsoN. lam sorry. ~twas Mayor Barry. 
Senator KBNNEl>Y. I think it is terribly important, now, that we 

be very careful about people's names that we are using and the 
facts that surround them. These are serious allegations; we want to 
come to grips with them; but you -have just mentioned a person's 
name ngw-Mayor Washington-and that was a mistake. I think it 
is very important. 

There is a lot of attention being given to these accusations. They 
are extremely serious. If we are going to conduct these bearings, 
they are going to be done with fairness and equity with regard to 
all of these people. • . 

I just want to caution the witness. If you want us to give cre­
dence to your testimony, be very careful about whose names you 
mention and the circumstances that surround them. 

Thank you. 
The CHAIRMAN. Fine. So we are clear then that it was Mayor 

Barry? 
Mr. PrrusoN. Yes, it was Mayor Barry. 
The CHAIRMAN. What did she say? Did she give you any reason 

at all why she did not want you to look into this? 

'.) 

• .. 
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Mr. PrrnsoN. No, she would not go beyond that. When I tried to 
discuss it in terms of management requirements and the require­
ment to test this new guide locally, she simply told me that the 
case was closed and that I should select another target for the 
surveillance audit guide. 

The CIIAIRMAN. What did you do? 
Mr. PE'l'nsoN. What did I do? 
The CIIAIRMAN. What did you do about that? 
Mr. PE'l'nsoN. Well, I went back, and we selected another non­

profit in Milwaukee to t.est the guide on. We were unable to find 
another nonprofit activity in the W ashingt.on area that was suit-
able for testing.the guide. • . 

The CBAIDL\N. It is my understanding that you left your posi-
tion during that very same year. Is that correct? 

Mr. PE'l'nsoN.' Yes, I did. 
The CIIAIRMAN. When was that? 
Mr. PrrnsoN. I think I actually left the position in September of 

that year, but I believe I accepted the job in the Department of 
Agriculture in July of that year. , 

The CIIAIRMAN. Did Ms. Knowles or officials in the Department 
of Labor pressure you to leave in any way? 

Mr. PrrnsoN. No, they did not pressure me to leave. That was 
my decision. 

The CeAIDL\N. Did their restrictions on your activities as an 1.G. 
auditor have any influence on your leaving at all? 

Mr. PETERSON. They very definitely did. 
The C&AmMAN. Would you explain that to us? 
Mr. PrrnsoN. I just did not believe that I could be an active 

participant in installing and implementing the I.G. concept with 
that type of supervision. I felt that I needed to move to another 
agency if I was going to be effective. 

The CHAnu.u.N. When Ms. Knowles turned you down on your 
request to audit Pride, Inc., did she do so-what actually did she 
say to you? • 

Mr. PETER.soN. I hav~ a statement that I made to an investigator 
sometime after that. Maybe I should just read it. 

The CHAIRMAN. Go ahead. 
Mr. PETEltsoN. She said, "This is not too smart," referring to the 

memorandum of June 11, 1979, to her, from both myself and a Paul 
Lehrman, concerning the proposed audit of Youth Pride within the 
District of Columbia. . 

When I questioned her as to what she meant, she replied, "Don't 
you know that the mayor's (Marion Barry) inauguration parade 
started at Pride?" When I expressed ignorance to the fact that it 
did, and if so what possible effect it could have on the mayor, she 
advised me that, we're not going to do it. 

I responded to the effect that we were only going to audit within 
the last year or two and it should have no effect .on Mayor Barry. 
She then stated that, "He's still closely related to it (Pride).'' and 
then advised me that we would have to come up with something 
else. • 

That was the gist of the entire conversation. 
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The CHAnr.MAN. Was it your impression that Ms. Knowles' deci­
sion was judgmental-was a judgment decision-or was it a politi­
cal decision, in your belief/ 

Mr. PrruaoN. I did not at that point in time and have not since 
made that judgment. I do not know the reason for the comment. I 
just knew that I could not work in that environment. 

The CHAl:aMAN. Do you believe it was a management decision 
made from the top down? _ 

Mr. PB'l'DaoN. She was the manar,r, and she made the decision. 
It was not based Ol' maoag,,ment information, because th~ manage­
ment information that was ~n hand would have suggested, 88 it did 
to me, that Youth Pride was an appropriate place to test the guide. 
But I do not know the conaiderations that were in Ma. Knowles' 
mind when she made that decision. ~· 

The CHAmKAN. I see. 
At the Department of Agriculture, it is my understanding that 

Thomas McBride was your immediate superior 88 Inspector Gener-
al. . 

Mr. PE'l'DsoN. That is correct. . 
The CHAl:aMAN. He is the same individual who is now the Inspec­

tor General of the Department of Labor. Is that correct? 
Mr. PETBBSON. That is correct. • 
The CIIAIBMAN. Did Mr. McBride allow you to work without 

interference at that time in that position? 
Mr. PETEBSON. He certainly did, yes. 
The CHAIRMAN. Senator Kennedy? . 
Senator KENNEDY. You are telling -.this committee that you were 

blocked from conducting investigations in areas you considered 
critical for political reasons? 

Mr. PE'l'EasoN. I am not telling them, Senator, that it was for 
political reasons. As I have said, I did not make that judgment. All 
I can do is relate to this committee the facts and circumstances 
surrounding it. 

Senator KENNEDY. Do you have any reason to believe that the 
order came from higher up? 

Mr. PETERSON. I have no reason to believe that at all. 
Senator KENNEDY. Do you have any knowledge whether other 

audits were being conducted in the D.C. area at that time? 
Mr. PE'l'DsoN. There were no audits being conducted in the D.C. 

area to my knowledge at that particular time. There was one audit 
scheduled for later in the summer of the summer youth employ­
ment program, but it was not in any way involved in Pride. Pride 
was not one of the targets of that audit. 

Senator KENNEDY. As I understand, these allegations first 
became public in an article in the W 88hington Post of December 5, 
1979. Is that correct? 

Mr. PETERSON. That is correct. 
Senator KENNEDY. Were investigations conducted then? 
Mr. PETERSON. Yes, they were. 
Senator KENNEDY. What is the nature of those investigations, 

and who conducted them? • 
Mr. PETERSON. I am not totally sure, sir, what the nature of the 

investigation is. 

,-
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Senator KENNEDY. Do you know, from your own knowledge, if 
the Justice Department looked into these allegations? . 

Mr. PrrnsoN. Yes, I do know that the Justice Department 
looked into it. . 

Senator KENNEDY. Then tell us what you know about that. 
Mr. PrnmsoN. What I know is that the Justice Department did 

look into the allegations and did take a statement from me. 
Senator KENNEDY. The allegations that you are making here 

today? 
Mr. PrnmsoN. That is correct. 
Senator KENNBDY. OK. What do you know about that investiga­

tion? 
Mr. Prtrmi-1. And the Justice Department concluded from that 

investigation that no criminal activity had taken plaoe. 
Senator KmfNBDY. Do you have that information, Mr. Chairman? 
The CIIAIBMAN. I am sorry, I missed that, Senator Kennedy. 

. Senator KENNEDY. That the Justice Department looked into 
these allegations that first came out in the newspaper some time 
ago, and that the witness is saying that the Justice Department 
looked into them, and that the Justice Department made a judg­
ment about it that there was not an adequate basis for investiga­
tion, or they did not believe there was sufficient information for 
investigation. 

The CIIAIBMAN. We are aware of that, but the authority, of 
course, really goes right to Ms. Marjorie Knowles to make the 
decision for the Justice ·Department. That is what is wrong over 
there. 

Be that as it may, please go ahea~ 
Senator KENNEDY. She worked for the Labor Department. 
The CIIAmMAN. I understand, but she worked in conjunction 

with the Justice Department, as I understand it. 
Senator KENNEDY. They were investigating her. They were inves­

tigating her. 
I would like to know, since these allegations have been made 

against her, if she has been invited to this hearing. 
The CIIAmMAN. No, but we will be happy to do it. 
Senator KENNEDY. We will be happy to do it? You mean we are 

going to hear allegations and charges that Marjorie Knowles was 
involved in a coverup-serious allegations and charges directed 
against her as an individual, whom I do not know and whose name 
I had not heard until last evening and again this morning-allega­
tions and charges· that she was involved in some kind of a coverup, 
as has been stated here by Mr. Peterson? We have not invited her 
to come before this committee after an allegation or charge as 
serious as that has been made, with all of these cameras focusing 
on Mr. Peterson, and all of the tables full of the press sitting out 
here before us? 

I have just been handed the notes here this morning that the 
Justice Department-and I just found this out 5 minutes ago-had 
done a review. Mr. Keeney, the Deputy Assistant Att.omey for the 
Criminal Division of the Department of Justice, said today, "The 
allegations by Gerald Peterson against Marjorie Knowles have 
been investigated by the Department of Justice." Mr. Keeney said 
the information provided did not give adequate basis for further 

87-811 0 -82-2 
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consideration and the case was closed. A letter was sent to Ms. 
Knowles to that effect by the Justice Department. 

It just seems to me when we are laying this case out-and I am 
interested in rooting out the comiption as well as the chairman is, 
but I am also interest.ed in being fair to Mr. Peterson, to Marjorie 
Knowles, and to the programs. 

lr'we are going to conduct an investigation that is going to be 
fair and just and have any credibility, it is imperative that we hear 
from those who are going· to be accused and that we· make a 
complete and full record of the allegations and charges. 

I think that is the only way this committee is going to maintain 
any credibility and we will have any kind of impact in terms of the 
legitimate int.eresta with which this bearing baa been developed; 
and that is to try and find out if there is corruption within · that 
particular Agency, the nature of it, what caD'be done to root it out, 
and what steps have to be taken, whether legislatively or through 
the Department of Justice, to prosecute thoae who have violated 
that trust. . 

I would like to find out, again, wh;v we have not asked Marjorie 
Knowles to testuy.:....when we are gomg to get charges and allega­
tions as serious as tbia-ao that she could defend heraelf, not 3 
months from now, 8 weeks from now, or 8 days from now. 

The CIIAmMAN. We may very well do that, Senator. 
Senator KDINBDY. "May very well do it''? 
The CIIAmMAN. Yea. We may not. But what is called into ques­

tion here is her judgment on making that decision, when the 
Inspector General wants to go forward with an investigation. 

Senator KENNEDY. You do not· think she is entitled to be heard? 
The CIIAmMAN. I do not doubt her right to be heard, and we will 

certainly-if you want her called, we will call her; we would be 
very happy to. • 

The question is not whether she covered it up but whether her 
judgment was right in allowing this to go on when an Inspector 
General wanted to investigate this matter. That is what we 
brought this out for. H you want her called, we will be happy to 
call her. 

Senator KENNEDY. I would suggest, quite frankly, Mr. Chair­
man-and I know you are very concerned about the protection of 
the people and their rights. I think all of us are. But when we have 
allegations and charges about the coverup or halting audits and 
whether it has political implications, and what all of that means in 
terms of those individuals' basic integrity and their lifelong ca-
reers, it seems to me that we have some responsibility. • · 

When we know from our own information that the Justice De­
partment has reviewed it, an individual is entitled to appear and 
face the accusers with a basic sense of fairness and equity in this. 
As I said, I want to cooperate with the committee in getting to the 
basic root of it. 

Do you have information about what the Justice Department's 
investigation of these kinds of charges have been? 

The CIIAmMAN. I do not have that information. What we are 
questioning is the management decision. We are not saying Ms. 
Knowles tried to cover this · uf. We are saying this is a manqe­
ment decision that is typical o management decisions made at the 

.. .... 
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Department of Labor during this period of time. I think that is all 
he said. • 

You did not accuse her of covering it up, did you? 
Mr. Pn"DSQN. I did not. 
The Ce4IRNAM. I did not bear it that way. If you heard it that 

way, I think ~ heard it wrong. But he did accuse her of stopping 
an Inspector •General's inft81:iption, and I think that ia pretty 
import.ant to bring out. 

Senator Kloom>Y. Of courae it is. 
The ClwavAN. If you want her called, we will hold auhaequent 

· hearings and call her; and we will find out whether she covered it 
up. Maybe that is worthy of an inveatigation. We did not chooae to 
think it wu to this point. became that is tbe t.estimony. But if you 
want her called aa ~uJdng minority member, we will be happy to 
do that. I would be more than happy to, under oath. 

Senator Kloom>Y. Mr. ~ this ~ that was report.eel in 
the newspa~ some time ago-December S, 1979-almoat 2 I~ 
ago-I would ask that thaae articles be put into the record. What 
th~ arnaclc 9f is -political ccm,rup. . • 

The CIIAIBIIAN. Without objection, they will be put in the record 
at this point. • 

[Mat.erial to be supplied follows:] 
PF- tba 'W......_ Pac, Dae. 6, lffl) 

E:1:-Luoa Ana S.n Pams AUDIT VSTOSD 

• • • • • • • 
That review, which WM concluded wltboat finding uy cliacre.-nci•, wu ordered 

after The W uhington Poat reported in a Nriee of artic1el that top offidala of P .L, • 
Properties Inc., a .-1 eatate spiDmf al Yoath Pride beaded by Barry's former wife, 
Mary Treadwell, diftl'ted. milaDDroPriated and stole at 1eut $600,000 from tbe U.S. 
Government while runn.ing tbe 1liftal Terrace apartments. 

Treadwell, leader al Youth Pride since l1a t'ounding, bu denied aJ;t:,: ~ing. 
Knowl• denied in an intemew W. WNk that alie bad inatructed Pet.enon to 

drop tbe Labor Depmment', plen• "Pride inwttiptton for polWcaJ nMOD. "I 
know I didn't," abe said. Knowlel aid abe fttl08Cl the Pride in~~tioD because 
the Labor l)eputment ... coadaednr two audl1a in the Diatrict of Columbia and 
"that wu mould, " 

Petenon and Paul Lehrman, a IMlior Labor Department inveetipt.or, had formal. 
ly notified Knowl• in a memorandum June 11 of plans to begin a comprebenaiw 
investigation of Youth Pride Inc. on .June 21 with a t.eam of three audit.on and two 
investigaton . 

. The Decision to in~ the :l':niptioa followed earlier reviews of Youth 
Pride books by Labor De~ent a ~ton who in examining the period from 1967 
to 1976, found recorda rn,..;ng, ledpn kept in pencil with numerous el'UUl9, and 

. . at leut $275,00!) in qu~e upenditura . 
An enmioatioo of Labor l>eputmmt recorda on Youth Pride ahowed that: 

• Auditors enrnini~ a '2,561,470 contract with Youth Pride reported on Oct. 4, 
1971 that they "coul not locate a budget pl'NCl'ibing in detail amounts and pur- . 
~ for which federal funds were made available." 'rhey said~ found, however, 
'lack of control over payroll adftnca," "failure to reconcile bank accowits on a 

current buia," and "inadequate inftDtory control over federal property and equip-
~~" ' • 

Two private ~ting firms attAtmpting to audit a $1,470,848 Labor Department 
contract with Youth Priae found the ncordl in such disorder that the audit could 
not be conducted. Officiala of one of the firma, Opalack and C.O.. wrote on Dec. 28. 
1977: "The general ledger ia baadwritten in pencil; many of the accounts ahow 
erasures and rewriting of complete ...-; numerous ~np could not be traced 
from the cash disbursements journal to the pneral 1 ~ a chart of accouats wu 
not available." 

Labor Department audit.on queationed $85,379.66 in Youth Pride expencliturel out 
of federal funds including $7,064 for 29 employee to attend the Congreee of African 
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·Peopl• Conference in Atlanta in Sept.ember 1970, and $10,388.21 for unaupported or 
unauthorized 1uppliea in 1969 and 1970. 

Thia wu the backdrop to the recommendation by Petenon and Lehrman that 
Youth Pride be audited ltartinr June 21. 

"We choae Pride becauae, bued on put audits, we belieftcl there wu aomething 
wrong there," aid a former top member of the inapectol' pneral'1 at.ff. 

In notifying Knowlel of their intentions to launch the inftltipt,ion, they added 
that. they would inform Barry'• office and the D.C. Department of Manpower and 
inclwlecl a letter of notification to Treadwell. the bead of Pride. for Knowlea to lign. 

Knowlee' responN, according t.o Petenon'1 affidavit, wu t.o tell him: "We're not 
,oing t.o do it." 

The Labor Deputment aublequently found another pqram t.o audit inat.Nd, in 
Milwaukee. . 

One of Knowlea' apecia1 eeilt•ta. Sbtldnn D. Repp, implied that Petenoa bad a 
penoaal u . t.o p-ind in cbarsinl that the Pride audit wu vetoed for political 
~ . ;_ . 

''Petenon ia liD a41Dp)oye who didn't pt the - audit job" on a permanent 
bail, be ■aid. "Yoa can draw ,our own coacluaioaa." " 

Patm9on, who bad aened almOlt a ,-r • actinl aadit cbW, WM palled over for 
permanent appointment to the job a month after propllins the Pride inveatiption. 
He aubaequently took bil current poaition u acting audit ~ief in the Apiculture 
Depertment. \_ 

Seweral other current members of lµu,wl•' staff' at the Labor Depertment qo 
•Y that Petenoa told them the Pride iDftRiption WU being killed for political 
reuODI immecliat.ely after be met with her. 

"He bad no reuon at that point to be dilflruntled or t.o lie becauae it wun't for 
another month that be learned he wu being palNd ewer u chief auditor," one of 
theae at.aft' members aid. 

Wendy Rhea. a~ormer analyst on Knowlee' ltaft', uid in an interview 
that Knowlee wu " y atremely aemitive." 

"The audit.on already been in touch with Marion Bany," Rhee ■aid. "He wu 
a1rw1, touchy becauae of a cw about im~ hiring by the City Q»uncil- Then 
we raiaed Youth ~ and we wen t.old by Knowlea that 'it loob lib you're 
picking on Marion Barry and we're trying t.o W'Ork with him.' . • 

"At that point, ~ wu doing well with Conpeaa and the [Carter] adminiltra­
tion and Knowles didn t want t.o come up apinat him," Rhea ■aid. 

Petenon, contacted by The Poat, declined t.o go beyond bil affidavit nprding the 
Pride audit. • 

Senator KBNNJCD'i. When we are talking about the kinds of state­
ments that are being made here today-''Did I want t.o audit?" 
"Yes, I wanted: to audit." "Were you ;permitted: to audit?" "No, I 
wasn't permitt.ed to audit?" "Why not?' -and the record w,ill speak 
for itself in terms of correspondence-that smacks to me as politi­
cal coverup. Others can make their own judgments. I think, very 
frankly, that that is the way it is going to go out on the airwaves 
and in the press reports. 

When we have an investigation that was initiated as a result of 
that newspaper article by the Justice Department, that is related 
to that kind of incident, I think we have some responsibility to 
make that a part of the record at this point. 

I also think that when we have that kind ot allegation and 
charge against an individual, who has spent some period of her 
life-I have no idea, but ~me period of her life-in an enforcement 
and auditing career, she is entitled to be heard at the time when 
individuals are accusing her. 

The CHAIRMAN. Senator Quayle? • 
Senator QuAYLE. Thank you, Mr. Chairman. 
Let me try to get this in summary for JDyself. You were the 

Deputy Inspector General in the Department of Labor for how 
long? 

• 
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Mr. PftDSON. I was the Assistant Inspect.or General for Audits 
at that time. 

Senat.or QuAYLE. And your boas was Marjorie Knowles? 
Mr. PftD80N. That is correct. 
Senat.ot QuAYLB. She was the Inspector General? 
Mr. PftD80N. That is correct. 
'Senat.or QuAYLE. How long was she Inspect.or General? .• 
. Mr. P&tuaos. I am not sure of the enct dates, but I believe she 

becarn,. Inspector General sometime either in February or March 
of 1979-early in 1979. . 

Senat.or QuAYLB. February of 1979? 
Mr. PnrmH. I believe 8(). . 
Senat.or QuAYLB. How long was she in that position? 
Mr. PnrmN. I left in September 1979, and she continued in 

that position until, I believe, sometime in 1980; but I am not sure 
of those dat.es. · 

Senator QuAYLB. When in 1979 did you recommend to her that 
we ought t.o have an audit of Youth Pride? 

Mr. PrrasoN. In June-June 11, 1979. 
Senat.or QuAYLL You recommended that we have an audit of 

Youth Pride. When did she say no? . . 
Mr. PB'l'DsoN. My memory is that it was within a week of the 

recommendation. although she did not respond t.o my written 
memorandum in writing; she simply called me int.o the office . 
. Senat.or QuAYLK. Within a week she said no. • • 
What is the procedure when you request an audit? Does it just go 

t.o the Inspector General, and that individual makes the determina .. 
tion, or do they converse with the Secretary of Labor? What was it 
befo~? Was there any chan2e in the procedure of prior Inspectors 
General before Ms. Knowles? .-

Mr. PftDSON. On a normal audit I would not even have notified 
the Inspect.or Ge:q.eral; but because we were in fact develoP.ing a 
new t.ool and it was rather sensitive in terms of the surveillance 
part of it, I thought she needed t.o know that we were going t.o be 
using it and where we were going t.o be using that instruinent. 
That was the reason for my notifying her that we were about t.o 
start this audit in Youth Pride. . • 

Senator QuA YLE. How long were you with the De~ent of 
Labor, did you say? How long were you the Assistant Inspect.or 
General? 

Mr. PriusoN. I was the Director of Audit for about 10 years. 
You have t.o understand, however, that the Inspect.or General con­
cept was only initiated in 1978 or 1979. I was only in the hispect.or 
General's office frorn the time of its inception, but I was the Direc-
tor of Audit for almost 10 years. · 

Senat.or QuAYLE. How many other requests for audit were turned 
down? 

Mr. PrnmsoN. I have never had a request for audit tumed down. 
Senat.or QUAYLE. This is the only case where an audit was ever 

turned down? . 
Mr. PriusoN. That is right. 
Senator QuAYLE. Why did you want to audit Youth Pride? 
Mr. PETERSON. As I said, we had developed a new approach t.o 

audit. The approach was specifically designed t.o look for fraud. The 
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typical audit did not specifically look for fraud. This particular 
instrument was designed to look specifically for fraud. It was de­
signed to be uaed in a CETA aubrecipient setting. 

Pride was a known problem aubrecipieni with a large amount of 
mc,ney from the Department of Labor, and Pride was here in 
W asbington, D.C., . where I could pay particular attention to that 
ongoing audit. •• -

Senator QuAn&. Was there a aublequent audit of Youth Pride by 
the Department of Labor? • 

Mr. PB'l'DsoN. Not while I was at the Department of Labor. 
Senator QuAn& Has there been a aubeequent audit? 
Mr. PBTDSON. I do not know. 
Senator QuAn&. You do not know? 
Mr. P&1~. No. 
The CIIAmlL\N. I do not think there has been, but we would like 

.to know. . 
Senator QuAn&. OK. This was not any special case; it was just a 

mACbanisrn for det.ecting fraud and abuse; and you decided that 
Youth Pride, for local reason.a-I mean there was not one particu­
lar fact or any knowledge you had on why you would want to focus 
in on Youth Pride at this time? . • • 

• Mr. P&rusoN. No specific knowledge. I bad know~edge of Youth 
Pride. We had other reports where CPA firms had report.eel that 
Youth Pride was unauditable-that is t.o .say that the basic books 
and records would not reconcile to the financial stat.ement.a. I knew 
that Youth Pride was a problem sponsor of Department of Labor 
programs, but I did not have one specific thing that I wanted to 
look at. We want.eel to use the guide on the total of that entity. 

Senator QuAYLE. Did you· share this information with Marjorie 
Knowles that Youth Pride was a problem? 

Mr. PBTBB80N. Yea, I did. 
Senator QuAYLL Thank you, Mr. Chairman. 
The CIIAIBIIAN. Let me just finish with this: You are not accus­

ing Ms. Knowles of any impropriety here, are you? 
Mr. PBTnsoN. I am not accusing Ms. Knowles of any impropri­

ety, nor have I at any point in time. 
The CIIAIBIIAN. You did question her judgment? 
Mr. PrrnsoN. I did question her judgment-yes, sir-and I 

would ~ntinue to question her judgment t.oday. 
The CIIAIBIIAN. In other words, you felt that Youth Pride should 

have been investigated and you should have bee~ allowed to go in 
and investigate it without question? • 

Mr. PETERSON. Yes, that is correct. 
The CHAIRMAN. That is all I have. Thank you. 
Our next witness will be Thomas F. McBride, Inspector General 

at the Department of Labor. 
Mr. McBride, would you raiae your right hand? Do you solemnly 

swear to tell the truth, the whole truth, and nothing but the truth, · 
so help you God? 

Mr. McBRIDE. I do. 
The CHAIRMAN. Thank you. I 1!fil tum the time over. to you. 

• 

..... 
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STATEMENT OF HON. THOMAS F. McBRIDE, INSPECTOR 
. GENERAL, DEPARTMENT OF LABOR 

Mr. McBRIDE. Mr. Chairman and members, it is a pleasure to be 
here today. 

As this committee is aware, earlier this year numerous allega­
tions began to surface regarding contracts awarded in the months 
mnnediately preceding January 20, 1981. As soon as thelle allega­
tions came to the attention of the Office of Inspect.or General, we 
reviewed all of the Office of National~ contract files for 
the contracts during that period and internewed most of the Office 
of National Prqgrams employees who had responsibility for the 
contracts in question. • 

As .a result of thoae initial reviews, we . echeduled aevera1 ·areas 
for further · investigation. In April 1981, certain of these matters 
were diacumed with the U.S. Attorney's Office for the District of 
Columbia, and grand jury investigation is ·continuing. 

As lou know, matters bef~re the ~d jury are protected by rule 
6(e) 'o the Federal Rules ofCtjminal Procedure-that is, grand jury 
proceedings are secret, and as a result I am not at liberty to discuss 
matters under grand jury consideration. 

The oornrnittee staff asked whether we had any information un­
relat.ed to the grand jury inquiry as to whether any Department of 
Labor contractor or grant.ee had any business relationship with 
Green-Herman & Associates subsequent to Mr. Green's resignation 
as Aasistant Secret.aey. • 

We have learned of two such instance,,1. One of those instances 
involves the Mel Harris contract which was referred to earlier; 
another, a small contract with the National Council of Negro 
Women. 

I have also been advised that the committee was particularly 
concerned with our audit coverage of two grantees-Green Thumb 
and Southern Vocational Community College. 

First on Green Thumb-we have issued since 1978 11 audit re­
ports covering about $200 million in grant or contract expenditures 
by Green Thumb. Generally these basically financial audits have 
disclosed only minor discrepancies, with one exception. • 

Green Thumb had established what was called a "Green Thumb 
Emplorees, Non-Fraudulent Errors and Omissions Self-Insurance 
Fund.' Basically, this fund was established by Green Thumb to 
erotect them from uncollectable losses resulting from Green 
Thumb employee errors and omissions. 

What they did was take grant funds and put them into a special 
self-insurance fund, if you will, and also retained the . interest 
earned on that fund. Our most recent audit, as of December 31, 
1979, showed that the fund had a balance of about $1.1 million. 

We called that to the attention of the Office of National Pro­
grams, and they wrote Green Thumb in January 1979 and said 
that this procedure was-I forget the exact word-"iinproper" or 
"inappropriate" and · also said that all interest earned on those 
moneys should be refunded to the Department of Labor. 

The CHAIRMAN. That was January 17, 1979? 
Mr. McBRIDE. That is correct. 
We checked up on it later and found that no further action had 

been taken to carry out the directions of that letter but that in 
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June 1981 another letter was sent, basically with the same instruc-
tion. . . 

The CHAmMAN. Has the int.erest been refunded? 
Mr. McBJUDE. It bas not, as of this dat.e. • 
The CHAIRMAN. Why would they put the funds in an int.ereat­

bearing account rather than ntjJizing it for the purpose of their 
preposed grant? . . . 

Mr. McBJUD&. They treated it as an insurance fund. Just as they 
would insurance premiums, they paid them into a special imprest 
or separated fund. . 

The CHAIRMAN. What do you mean by that? 
Mr. McBJUD&. The notion would be that they WQuld set up a 

se~t.e bank. account in a separate fund. . 
If we audited and we found, let us say, $800,000 in disallowed 

costs due t.i error-not fraud; administtitive errors of various 
kinds-then · they would use that fund to pay back the Department 
of Labor for the managAment or employee errors resulting in that 
audit finding. 

Obviously, our problem with it was that they were using our 
grant funds to pay coats incurred as a result of maladministration 
of our grant funds. . 

I should note that the Employment and Training Administration 
recently issued a memorandum to all its regional administrators 
and through them to all prime sponsors and grantees advising 
• them that coats for pre!Dlum payments or these self-insurance 
pa!Dlents would not be an eligible grant expenditure. 

The CHAIRMAN.• To your knowledge, as of today, have the coats 
been refunded to the Department? • 

Mr. McBa.mE. They have not. Funding continues to Green • 
Thumb, and we are initiating an audit this week of Green Thumb. 
Obviously, ariy interest earned on that fund and the question of the 
separate maintenance of that fund will be dealt with again in that 
audit report; and I think ultimately the Government's interest will 
be _protected, from unexpended grant balances. • 

The CHAIRMAN.· Let me ask _you this. I am having a little bit of 
difficulty understanding this. First of all, why should they not be . 
allowed to put that money at interest if they are not utiUzing that 
money? Would that not be an appropriate way of utilizing the 
funds during the int.erim while they are gradually drawing down 
on those funds? Should they not put it at interest? And if they do, 
why can they not keep the int.erest? 

Mr. McBRIDE. Basically, the grant is set at a dollar figure after 
. whatever negotiation or competitive process in the case • of con­

tracts occurs. That is the figure that is · to (und the activity de­
scribed in the grant or contract. Interest earned on those moneys 
belongs to the Government. Otherwise, by excess drawing down, let 
us say, on a letter of credit, a grantee could accumulate millions of 
dollars and use it for nongrant purposes. · 
. The CHAIRMAN. That is what they had .been doing then. In other 
words, the int.erest they had been using to pay insurance premi­
ums. 

Mr. McBRIDE. No, they did not pay premiums; what they did was 
set up their own self-insurance fund, and the · interest on that fund 
simply reverted into the fund itself and then accumulated. 

• 
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The CHAnuiLui. And they have been informed that that is not 
right? •. 

Mr. McBRIDE. They have been informed to cut it out. 
The ClwBMAN. And ~,: have been informed. to refund the 

funds after January 17, 1979, and then again on June 1, 1981-
almost 3 years lat.er-and they still have not done it? 

Mr. McBam&. That is correct. 
The second grantee that the committee had particular interest in 

was Southern Vocational College. We very recently-yeat.erday, I 
believe-issued an audit report to ETA on Southern Vocational 
College in which we noted their demonstrated inability to properly 
administ.er • an $870,000 Labor Department grant for the period 
ending March 81, 1980. . 

This grant was basically a grant to ~e claaaroom t,-aining 
and aervicea to migrant workers in three Southern States. 

We took ezception-of the $870,000-to about $628,000, of which 
$280,000 was· coat.a recommended. for disallowance. In other words, 
that is a fairly firm auditor finding that those costs should simply 
be disallowed-that they were not appropriat.ely charged to the 
grant. That is about one-third of the total grant funds. 

In addition, we ,uestioned. $242,000-about 29 percent of the • ' 
grant. "Questioned' may mean that some will be disallowed.; • it 
may mean that inadequat.e documentation has been provided to 
support the expenditure. It is a somewhat gray area which, after 
nmew and negotiation, will probably result in some disallowance 
short of that total of $242,000. 

Finally, we noted that they had charged the participants in the 
program $105,000 in tuition and other fees for boo~ and so forth, · 
and did not report this as prognuQ. income. In effect, we paid for 
that tuition and book money, and then they charged the partici­
pants. So they obtained a profit, if you will, equivalent to $105,000. 

The ClwBMAN. And that was not part of the grant approach 
that they were obligated to follow? • • 
• Mr. McBRIDE. The grant would have to have been clear one way 
or the other. Any income of that sort generated for services to be 
provided under the grant would be treated as income and offset the 
grant expenditures, thus reducing tht; Federal Government total 
grant expenditure. 

I should note that in March 1979, because of the audit problems 
we found, one of our audit staff actually went to Southern V oca­
tional with a member of the ETA staff and did an onsite assess­
ment of the fiscal integrity of the grant.ee and its administrative 
ability under the grant. • : 

We reported to the head of the migrant program in ETA that the 
financial management syatem was very poor, and frankly we be­
lieved that the ~tee was incapable of administering the OOL 
grant and that ETA should suspend funding or, more accurately, 
consider suspending funding. 

ETA was at the same time made aware of similar findings by the 
Alabama State . Department of Education, by the HEW Audit 
Office-the f.G.'s Audit Office-and by certain allegations that had 
~n conveyed to ETA by the Federal Bureau of Investigation. 

ET A, rather than cutting off the grant, simply revoked their 
letter of credit but put them on a cost-reimbursable basis, which 
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really made little difference because they were still being paid in 
response to their own vouchers as to costs incurred under the 
grant. • 

The CHADtMAN. When did ETA do that? 
Mr. McBRIDE. That was, I believe, in mid-1979. I do not have the 

exact date. 
-... We are, · as I mentioned, undertaking an additional audit right 

now of Southern Vocational College, and we will be looking at the 
expenditures under the continuing grant. There is also a fairly 
serious indirect cost question which we will directly be addressing 
in that audit. ' 

Those are the areas in which the committee expressed particular 
interest. I am quite willing to answer any questions you or the 
members may have, Mr. Cbaim:upi. 

The CHAiaMAN. Mr. McBride, we_ appreciate your position with 
respect to thC:!Jury proceeding uid thoae areas mvered under 
the Rules of • • Procedure. • . 

Upon completion of -the grand jury consideration or whenever 
appropriate, would you be kind enough to forward to the commit- ' 
tee a complete re~rt on these matters? . 

Mr. McBam:&. We certainly would-on the disposition of what­
ever criminal action ensues. 

The CIIADMAN. Thank you. • • 
Can you "identify thoae two instances of grant or contract rela­

tionships that your office has learned of independent of the grand 
jury investigation? • 

-Mr. McBam:&. The two that we are aware of are the Mel Harris 
Associates-as I .understand it, Mel· Harris Associates, which is a 
.consulting firm specializing in the employment and training area; 
was retained b1 the Mobile, Ala., prime sponsor to help the phase-
out of the public service employment program in that area. . 

They retained, in turn, Green-Herman & Associates at a fee of 
approximately $75,000 to assist them in that public service employ­
ment p~ut contract. 

The CHADtMAN. Do you attribute the $75,000 as an indirect pay­
ment as a result of ETA funds being paid to Mel Harris? 

Mr. McBRIDE. Yes. :rhose would be directly supported by the 
Federal grant to the CETA prime sponsor. 

The CHADtMAN. Then I take it you would disagree with the 
attorney's letter which we received from Green-Herman stating 
that there were no funds directly or indirectly given to Green­
Herman from any grantee? 

Mr. McBamE. It appears to me to be a case of indirect Federal 
funding, passing through to Green-Herman & Associates. 

The CIIAmMAN. • In your experience do you know of any other 
way it could be charact.emed, having done the audit work that you 
have done? 

Mr. McBamE. We have not audited the particular Mobile or Mel 
Harris contract; but based on what I understand as I have just 
described, I know no other way to characteru.e it than as · an 
indirect payment of Federal grant funds. . 

The CIIAmMAN. Are you planning on auditing those two con­
tracts? 

Mr. McBRIDE. Yes, we will. 
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The CHAmKAN. Then . at that point you will report to us and let 
us know-confirm or unconfirm-whatever your findings are? 

Mr. McBam& Certainly, Mr. Chairman. 
. The CHAmKAN. But your prment belief is that literally that was 
an indirect payment as a result of contract award? 

Mr. McBamE. Yea. 
'Die ClwmlAH. In fairnem, is it true that theae two matters­

Mel Barria Aaaociatea, and I believe you mentioned the National 
Council of Negro Women? • 

Mr. McBams. Yea. That was a small training ,xmtract. 
The CluRNA.N. In·all fairnw, is it not true that these are not 

• matt.en presently being considered by the grand jury? 
Mr. McBmm Ob, no; they are not. They are totally Nparat.e, 

and I would certainly not be t.-tifying concerning them were they 
under the coarage of the UA Attorney's o&lce. . 

The ClwmlAH. With regard to the Green .Thumb self-insurance 
fund to cover future disallowed costs, you have stated that the 
Office of National ~ informed the grantee in January 1979 ·, 
that this was improper and that this June-1981-ETA reiterated 
this point. So I asaume, as ,ou have said t.oday, even up to today 
the practice is still continumg and they have ignored the letters. 

Mr. McBams. We verified it as of yesterday. It is still continuing. 
The ClwmlAH. What does the Department expect to do about 

this? 
Mr. McBam& I would expect that the new leadership at ETA­

and I have had the opportunity to work quite closely with Assist­
ant Secretary Angrisani-will take affirmative steps, one, to collect 
the interest on that account; and, two, to make sure that' IUCb an · 
account is not maintained. As I mentioned, ETA has issued .policy 
instructions to all its field people and through them to the prime 
sponsors, stating that J>(?licy, • . 

Since they are• receiving continuing funding at a fairly substan­
tial level, I do not expect that the Government will have lost any 
money when we finally do the close-out audit, and any interest 
earned on that account will be offset against grant funds. 

The CIIAIBMAN. I see. 
With regard to Southern Vocational College-and we will be . 

exploring this in more detail later-you stated that this audit, 
although released as a final report yesterday, covers the period of 
September 1978 thro~h March 1980. Is that right? 

Mr. McBRIDE. That 1& correct; 
The CIIAIBMAN. A pl'f'Jirninary report we will be discussing later, 

dated March 29, 1979, from Gerald Peterson would be concerned 
with the same grant, the same funding, and the same allegations 
now confirmed in your final report? 

Mr. McBRIDE. It would be dealing with the same grantee, but it 
would be dealing with a different grant period-an earlier grant 
period. 

The problem is that the financial mismanagement practices obvi- . 
ously began under a prior grant and continued during the grants 
which we recently audited. • 

The CliAIBMAN. Would it be fair to say that the indirect cost 
question in your final report lacks document and support to this 
day-all $116,000? · . 



Mr. McBam&. The indirect cost issue, which is really the small­
est dollar issue-we had much more eerious dollar findings-is a 
somewhat technical issue. ·Eve~ ~t.ee has .an indirect coat per­
centage-40 or 50 percent, I think, in the caae of Southern . Voca­
tional. That is initially audited in this cue by HEW, which is. 
another Federal funding agency. • 
- Yle had aerious queationa 88. to whether the basis on which that 
indirect coat rate was •t were accurate. We are going back in to 
that grant.ee to cover the indirect C08t element 88 well 88 the other 
financial management ialuea we dealt with before. 

The CluJRMAN. You haw stated that 88 a result of the March 
1979 visit !A>~ ~ WIii Gerald Petenon'a memo to Lind­
say Campbell, . head of the Migrant Office in ONP-you recom­
mended :"eion of· funding, but ETA choae only to put the 
grant.ee a COit reimbu,raable a,atem requiring monthly re­
ports and bm>icea-both drafted, by the way, entirely by the grant­
ee itaelf. 

Your office never aent any pNJirni~ report prior to April 1980 
to the direct.or of ONP which emaera the grant.ea or stat.eel that 
in essence the uzaons were not true? 

Mr. McBJUD&. e did not. 
The Clwuu.N. We would appreciate your reporting to the com­

mittee on the final update of the $697,000 spent from March 1980 
tothe~ent. 

Mr. ams. We will certainly do that. · 
The Ca4JRMAN. Let me just say this: ' As I understand it, with 

regard to this grant.ea, you queationed some 62 percent of the 
grant; 29 percent you characterir.ed. 88 "questioned," and 83 percent 
you recommended for cliaallowance. And there is some question 
about the $103,000 for tuition and book fees. 

Mr. McBamz. It is up to 70 percent almost. 
The Clwuu.N. That you seriously question? 
Mr. McBams. Yea. 
The Clwuu.N. We appreciat.e your personal appearance here 

today. We may have some further writt.en requests of you. We 
understand the grand jury problem and will of course try to under-
stand it in the future. · 

Senator Kennedy? • 
Senator KENNBDY. I have no question. 
The CHADlMAN. Senator Quayle? • · 
Senator QuAYLE. I would like to back u~ to the previous testimo­

ny. Were there any subsequent audit.a of Youth Pride after the one 
turned down?. 

Mr. McBRIDE. There was what I would characterize as a some­
what routine subsequent audit. That is, the prime sponsor-in this 

. case the D.C. prime sponsor-under contract had audit.a conducted 
• of Youth Pride, which was a subgrant.ee. . 

More importantly, however, 88 _you are probably aware, a fairll 
large-scale investigation under the aegis of the U.S. Attorney s 
Office for the District of Columbia was conducted of Youth Pride. 
My understanding is that the records, such 88 they were-unaudi­
table, as characteriz.ed by Mr. Peterson-have ~n very thorough­
ly examined in the course of that investigation; and that is still 
ongoing. 
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Basically for that 1'8810D, we haft not conduct.eel ant sublequent 
audit. That is, the U.S. Attorney really bu taken over the matter 
and is thoroughly auditing and iDveatjgating. all the Youth Pride 
operationa. • •. 

Senator QuA,ru:. So tbe in..tl,ation ii ltill on,oini by the 
• Department of Justice? II tba~~ndtng? 

Mr. McBams. That ii my . 
Senator QuAn& You aid. "The Employment and ~ Ad­

miniatntion ~tly __. a memoranaum to Prime Spcmaore 
adviaiq them that coata for pt'IJllium -~ta for Enon and 
OmiMione IDmrance would not be an ~le 11'8Dt ezpenditure." 

. Mr. McBups. Tbat ii correct. . . 
Senator QuAu.s. What would be an elialbl• p-ant upenditure • 

along the U.. of u: for employw, tioaru of directon. and 
otbere? An they all to purcball an,, ~urance from tbele 
moneya or not? . . . 

Mr. McBams. Nc,t lllinl arant ~ . 
Senator QuAn& No immance at all? 
Mr. McB1111& No. The bulc ~ we, have with it, Senator, ii 

t.bat to the enent one ii lnlanid apintt milmaaapmeat, you may 
be creating incentl\'81 t.o miemenepment. So we ba'ft aciama~t\y 
oPPolld the expenditure of srant funda for that~ • 
-Tbe queation 81 to whetlier frGm their own· fundi they wiall to 

procure inaurallce, 81 you waald a ftdelity band. pc,aea a different 
aet of queationa; and I do not feel i':!1-• atrvngly about that. 

Senator QuAn& But from Federal there can be no upend-
iture for any kind of UIIJU'Uce for ~ liability/ • 

Mr. McBltlD&. That ii cornat. Fideral 1?11111:I funda can be uaed 
to /urchaae fidelity bonds, automobile liability for bodily bdur., 
an property damage, or other lnaurance covering liabWty to third 
partiea but not for purcbaae of inluranae to cover rni1D1anagement 
or raonal liabilitiea. · • 

d:nat.or QUATLK. Thank you, 
Thank you, Mr. Chairman. ' 
The ClwlolAN. In faimeal to Green-Herman, I have a letter 

dated Apr. 8, 1981, •ed by Green-Berman. ID fact, it la aianed by 
Alexis Herman and Mel Barria. It ii t.o Mel Harris, and it aaya 
this: ' ' 

nm document IIIWI u • formal 1ettar of 18l'IIIDIDt between Mel Harril " 
AllociatN. Inc.. and Ol'Mll•Blrmu • AllaaiatN, Inc. GrNn-Herman & A11oaiue11 
trill enter into a 1ubcontractlq ~t with Mil Harril,. Aaoclat.N t.o llllilt 
with the · trulitionia, or '100 EOPP Public Service lmplOJ1111Dt (PSI) ~put.a 
and the adminiltrative and clmNUt technical aailtace for the Mobile County 
CoDlortiUID ' • • • I ' 

Are you aware of this -letter? 
Mr. McBamz. Y •• I am, We have that in our in~tive files. 
The CHAmv,u,. It doel happen t.o do with the Motiile County 

Consortium, and I take it tbaf fa the reason that you have tied this 
in-the $75,000-aa an indirect payment out of grantee funds? 

Mr. McBamB. Yea. 
The CHAIRMAN [reading]. 
Specifically, Green-Herman & Alloclat.el, lnc., 111Ne1 to ,provide the following 

•nicee in ita 1ubcontractlng relatiomhlp: 
ln the tranaition phiae Green.Herman & Auociat., IDc. will: 
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(1) Alim& IOPP iD implamalifll D .,., ...-.duna co ACICDmllaCIU. IIIIOCldi 
tnuitioaiar "'participuta; • 

(2) OaordiDate ID ldwrtiaiac cempeip cti.1-..d to the pural public and pot.en• 

~r:~pp ill M'l'flbpiDs a f•dla:t: mecha:tem of panicipu& lalonu..­
ftom t.hlt ~--- iii,ppad ..._ 

<4) Aail& ill~ a ■riaH• 'Ii &a. PlC. BS. CICblr' aapioywt ud 1niDi111 
prasram9 IUda u WIN, 4'ab ~ Tille m paqj :ta, liwinew and luar pwpa co 
writ. the ......... ploymat IUII; 

<&> M1i1t rill da1:111-ttnr the _,.,tnedon ot PBI PUtidpea1a. 
la &a. admiDilCnllw ad tJw •& _.,nkw1 -•- pbw ~ • 

AaodetM lac.. will: 
(1) Ami& ill~ d-ou& ot._..._;,·;trldft __,. ud Nit 
(t.) Orwluc:t. ~ ot tbl ...... pac,Jea; 
(l)Sublni&a .,.._9ftlUC-npar&. • 
o,_.._ , ... ,. t • 1-., a t u2w •Ila& ca-. lime fN work for u.e 

primaaad ....... 

Are tMYfff'errinc to ta cantract tblJt·you were referring to? 
Mr. Mc8ams. Yea. that would be tbe nbcontract. • 
The CiwlLlwif. So that ia bow JOU tie it Ul, then? 
Mr. McBama. Y• 
The Clum«AN-, OK. II it l:1,. that Mel Harria • Aaaciatea 

actuallJ ·bad odlm' IDODQI t.beJ' pw to Gnan-Rerman. other 
than tlMI rrs.ooo ftam·t1ae ~-, 

Mr. Mc&ama. Until tbe audit ii camplat,ed I cannot be abaolutely 
certam. It •~ to me from the documentation that you have, 
which I haft alao --. that t.bil wu to be paid for out or the 
Fedaral pant fun.di recei'ftd by tbe prime apoDIDr. 

The ClwaMAH. Tbat ia the WaJ it dom look, but you will check 
on that ud let UI know? • 

Mr. McBams. We cerwnly will. 
The CiuJPNAN [reeding]. . 
Grwn-Hent.eD • Aaada-. lac., will ea:iompliab all of the 1iated tub duria« 

tbil :::J:- Oreao-HenDu 6 Aaacia-, me.. will nquire 2,880 boun ol et:eff 
and tat time et a total &rm puru wl coat. of 161,0T0. TM ..-Jaalioa ud 
report will be • faed CilllC ol 111.980. 'l1lue. 1ba &atal fiad caa& of 0.--llermaa A 
Aama-. lDc .. nbcaD&r-=t wt&h lle1 Hanle• /a :••- lac.. ii 111.000. • 

Orwa-Henua • Aaama-. Ille., ..W MIiiin ou,.tld,d (125,000) ot the 1'76,000 
Nbcantract in • IUIII• ad•ance ~t. CNt upon llipiar vi ~a=-nt. 1be 
NmliDder of cbe fiJllld oat CODtnd (l&0,000) will be iD'W'Gliced in with the 
billiq pnllllllll of the prime COD&nctor 099r the W'e of &be, CIDlltnct. 

By "p~• contractor," whom did they mean there? 
Mr. McBam&. That would be the Mobile conaortium. 
The CHAlulAN. Which thay name earlier in tbia letter? 
Mr. McBun&. Yee. 
The~.OK. 
OrNn-Hermaa 6 Aaocia-. lac., ii eluad co euc.r illco Uua nbconlnetiDg 

agrNll\tnt with Mel Harria • Aaacia-, lac., eft'actift tbia clat.. 

So that ia one of the nllOIIII that. you ba•e come to the conclu­
sion that they have bad at leut indirect funda knowingly from the 
contractee? . 

Mr. McBamE. That is conect. 
The CIIA.JRMAN. Thank you. Mr. McBride. We •~preciat.e your 

appearance here today. We would appreciate your following up and 
eending us any followup materiala you JJOllibly can. • 

Mr. ldcBlllDE. We certainly _aball. Thank you, Mr. Chairman. 
The CKADlMAH. Thaiak you. 
[The prepared statement of Mr. McBride and additional material 

supplied follow:] 

PAGE:01 

. . 
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5TAT£KENT OF 'l'HONAS F- Mc9RlDE 
INSPECTOa GENERAL FOR THE 

DEPARTMENT OF LABOR 
BEFORE THE 

COMMITTEE ON LUOJt AND HUMAN RESOURCES 
UNJT~D STATES SENATE 

October 20. 1911 

Mr. Chairman and Hel'llbers of the Committee: 

l appreciate the opportuni t)· t.o appear before ~ou todar 

to testify concerninCJ certain contracts awarded b)• the 

Emplo~-ment and Trainin9 Administration int.he final months 

of the prior Administration. 

As thi& Committee is aware, earlier this year numerous 

alle;ationa be9an to surface regarding these contracts 

shortly &fter J&nuary 20, 1981. As soon as the allegations 

came to the attenti~n of the office of Inspector General 

an investigation was begun. Numerous contract filas 

admini5tered by the Office ot' National Programs (ONPl an~ 

all of the BA contract files were reviewed br the Office 

of lns?ector General a9ent~. Most of the ONP employees 

~ith administrative rasponsibilit.y for the contracts in 
/ 

question have been interviewed. As a result of these 

intervie~s and file examination$ several · •rcas "'ere 

identified for further investigation. 

In Ap~il 1981 we discussed certain of these matters ~1th 

the Office of the United St•tes Attorney for the District o! 

Columbi•. A grand jury investigation is preaently underway. _ 

PAGE:02 
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A• you know, matter• b•~ore the grand jury are required 

by the Federal Ru1•• of Criminal Procedure to be kept 

Hcret and lam therefore precluded from diacuHin9· thoae 

,utters~ · COsamittee staff aaked whether we had any 

evidence, which ·we could diacloH, as •to whether any DOL 

contractors or gr~nteea had any buaineaa relationahip with 

Green-Her,aan A11ociate1 1ub11quent to Mr. Green•• reai9nation 

•• Aa1i1~nt secretary of La~r. we have learned, independent 
'· 

of the grand jur1• inveatigation, of two auch in1tanoea. 

l caMot predict how much longer thi• investigation will 

take since the length of the inve1ti9ation will be detefflined 

by reaulta of the work presently underway. 

l have also been advised that the COllllllitt•• was 

particularly concerned with our audit efforts pertaining to 

two ;ranteH, Green Thumb and southern vooational COlllfflunitl' 

College. 
. ' 

First, Green Th\lmb. The Office of Inspector General 

has iasued 11 audit reports on Green Th\fflll:I covering over $200 

ff'1.illion in expenditu:i;-es since i9'73. Gener all~• onlr minor 

exceptions were noted. For example, in cur last report, 

issued in September 1980, we covered the expenditure cf $62 

million and only questioned u• ,ooo. E'l'~ sucaequently 

disallowed $16,000. 
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Ei,ch of the last fou·r audit reports, however, noted 

that the Grantee, with DOL approval, established a •creen Thumb 

Employees Non-Fraudulent Errors and Omission Self Insurance 

Pund.• This £und was established by Green Thumb to protect 

the Grantee from uncollectible losses resulting from non­

fraudulent errors and omissions of Green Thumb employees. 

The fund• s assets are generated ent'irely from charges to DOL 

grants/contracts and from interest earned on the fund 

balance. 

Our audit report showed that as of December 31, 1979, 

the fund had a balance of $1. ·1 million. The audit report 

states that the Director of the Otfice of National Programs 

for Older Workers, in a letter dated January 17, 1979, 

advised Green Thumb that this procedure was improper. The 

letter further stated that all interest earned on DOL monies 

should be refunded to the Department. These directions 

were reiterated in a June l, 1981 letter from ETA to the 

grantee. 

Recc:1tly, several CETA Prime Sponsors requested the 

Departmenc to allo.,_. CETA funds to be used to purchase "errors 

and omissions insurance." This type of insurance is 

similar to the Green Thumb Errors and Omission Fund in that it 

provides indemnification to cover the grantees' liability to 

87-811 0-82-3 
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the Department for audit disallowances. We took strong 

exception to the use_ot pooled grant funds in the form 

of premiums to pay back disallowed costs to the Federal 

Government. E~rors and Omissions Insurance and similar 
~ 

reserve funds do not represent sound government financial 

management practices as it would permit grantees to do 

indirectly what cannot be .done directly under the Act and 

regulations. _. 

The Employrnerit and Training Administration recently 

issued a memorandum to Prime Sponsors advising them that 

costs for premium payments for Errors and Omissions 

Insurance would~ be an eligible grant expenditure. 

We recently awarded a contract to a CPA firm to audit 

$172 million in DOL grant funds provided to Green Thumb since 

the period covered by our prior audits. This financial and 

corn?liance -audit is just beginning. The audit will take 

exception _to any current or past charges for reserves for audit 

disallo~ances. The report will also require that all interest ­

earned on the fund be treated as program income and offset 

against grant costs. 

Lastly, Southern Vocational College. Yesterday, we 

issued a very critical audit report to ETA concerning Southern 

Vocational Community College's inability to properly administer 

an $870,000 DOL grant for the period September 1, 1978 through 

MaTch 31, 1980. The primary purpose of this CETA Title III 

' . 

• 
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section 303 grant was to provide classroocn training and 

services to migrant and seasonally employed farmworkers 

in the States of Alabama, Georgia and Mississippi who 

suffered chronic seasonal unemployment and underemploy,nent 

in the agriculture industry. The objective was to train the 

participants in health occupations and place them in gainful 

employment in the health-care industry. 

The auditors took exception to $628,000, or about 75\ 

of the grant expenditures. The financial management 

weaknesses noted were of such severity that it is clear 

that this grantee did not have the capability to administer 

Federal funds. The audit disclosed S280,000 in costs 

recommended for disallowance (33\ of total reported costs) 

and S242,000 of questioned costs (291 of total reported costs). 

In addition, the auditors noted that the grantee improperly 

charged S103,000 in tuition and book fees to participants 

yet failed to report this as program income and offset this 

against the costs charged to the grant. 

The disallowed costs (clear violation of the grant 

requ.irements) resulted from such findings as the grantee having 

ineligible participants, making improper allowance ·payments, 

and charging instructors salaries to the grant when CETA 

partici pants were not in the instructors' classes. 

The major cause of the questioned costs included costs 

charged to the grant without sufficient documentation and the 



32 

questioning of!.!! $116,000 in indirect costs. All indirect 

costs were questioned as a result of indications of the 

unsupportability of the established indirect cost rate of 

46' of direct· salaries and wages. This rate was previously 

negotiated by HEW, the Grantee's cognizant Federal agency, 

and used as the basis for the indirect costs charged under 

this contract. 

Mr. Chairman, in March of 1979, a representative of the 

Office of Inspector General, along with an ETA representative, 

visited Southern Vocational Community College to assess the 

fiscal integrity of this grantee and its ability to 

administer the DOL grant. We reported to the head of the 

Migrant program that the financial management system at the 

College was extremely poor and we believed that ;he College 

was incapable of administering the DOL grant. Furthermore, 

we recommended that ETA consider suspending funding pending 

the results of an audit. 

The file shows that ETA was aware that similar findings 

were noted by the staff of the Alabama State Department of 

Education, the FBI, and the HEW Regional Audit Office. 

The file further shows that HEW froze all funds but that ETA 

chose, instead, only to revoke the College's letter-of-credit 

and put the College on a cost reimbursable basis. 

Finally, the CPA that performed the audit just discussed 

will shortly start an audit specifically directed to the 

r 
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indirect ·cost question as well as an audit of the costs 

expended by Southern Vocational College under a $697,000 

Youth Employment and Training Grant during the period April 

l9Jl0 to September 1981. 

Mr. Chairman, I would be pleased to respond to any 

questions you or the Committee members have. 
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~-··••& ............. --­........ ·-··· --
June 2l. 1H1 

Cr~~n-Neraan and Associates, Inc. 
1120 Connecticut Avenue. N.W. 
10th Floor 
~~»hin&ton. D.C. 200)6 

Doer Hr. Green: 

The C:-ittee on Labor and HIDan ~•ou,cu 1• currently CCN'I• 
ducting on ovoraisht inquiry into l.aNr Doparcaent contract• and 
granu let under tho Coeprohonaivo Eaplo,-ont Trainin& Act alnco 
June JO, 1980. To •••l•t ua ln' thia inquiry. I -ld appreciate 
your providing the c-itt•• • liat of any and all contract•, sub• 
contract•• grant& or aubsranta that your fira h•• received aince 
i u incorporatian in January. 1911. Whore aubcontrecu or subgranu 
are involved. pl•••• apeclfy th• pri• contractor or pri- cranteo; 
al»o specify tho date thet , contracta or aubcontrects, grants or 
sub&ranta were received and list tho dollar aaount of each. 

ln additiCN'I. pl•••• provide tho c-1tt•• vith an accounting 
gf · all lunda received froa pri■• or aubcontractors under . any and 
all oLhor federal crane or contract procr-. i.e .. Sociel Security. 
s .... 11 Business Adainistration. Dopart-t of Education. et al. If 
your lir■ haa aot up any aorvice project• utill&lns Labor 0-parc■ent 
Cund5, directly or indirectly. pl•••• speclfy. 

I hope to receive your raaponao by tho cloae of buainoaa Thur•• 
day. July 2. Any inquiry rogardin& th-la requHt should be directed 
to Hr . Dan Gill of the c-ittee staff at 224•921S. 

Your cooperation i• 1roatly appracietod. 

OCH/dsc 

Sincerely. 

Orrln G. Natch 
Chair■an 

... . -
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PJNL'EY, 1CUKBLE. WAGNER, 11E1Nll!:, 1JN'DZRBERO A CASEY 
- -NIICTICVT AVSNV&. aw. 

---------·---··---·---___ ...... . 
__. ... --·--·--·--·-:::--=--·--·-·-­--··-­_....- ---------·---·--·----·-­--

-•■INOT-, D.C. ■---.. ·--~ --..._... ............ 

'171117 Z, 1H1 

----·-
flle llollorable Offill G. 8atda 
Cla.t.z-D • 
Senau c-ittN on J.uor u4 
•- a.sources 

302 Senau couru aa1141n9 
United Stau• senau 
Waahin9ton, D.C. 20510 

Dear Senator lla1:oba 

---------------· -.-... ........... -------............... -­.........._ ........ 
_. ........ -- .... ........................... --­.................... 
--­..... ...-. ..... .... ........ ..._...., . ..., ........ 
-·­.............. _____ _.. --

As counael for GrNA•leaun u4 Aaaoei•t••• lac. 
(•ar-n-11ezaan•) - an autlaoriae4 to napon4 to yoaz­
letur nqueat to Green-llezaan ask.in9 that the c:-ittee 
on Labor and•---•-• (•C-1ttee•) be provi4ed 
vith (1) •a liat of -Y and all contra~, aubcontraeta, 
9rant■ or aub9rant■ that lt!MJ fia:a haa ncebed ainc,e 
ita incorporatiOft in ~anuary, lt11• frca the U.S. Depart• 
Nftt of Labor under the CC11Prehenaive Ellplo,aent TrainiftCJ 
Actr (2) •An accountin9 of all 'funds ncaived frca priae 
or aubcontracton under any and all o~r federal 9rant 
or contract pl'OCJr-,• and U) an en-ration of •any 
aervice projects utUhiftCJ Labor Depart.ant funds, directly 
or in4irectly.• 

Green-Reraan ia -t vUliftCJ to be of vhau-r , 
Haiatance it can to th• c-itt- aa it conducts an over­
ai9ht inquiry into the Labor Depart.ant•• lettin9 .of con• 
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~.•u•au·•·-·· ■EUl&, IIJID&D&IIO. CAaff 

The lloAorable Orrin G. llaU:11 
.July 2, lHl .. ,. ~ 
t.raeta IIIMler the Cclllprehenai- Zllplor-t TraiDiav Act. 
1D keepiag vit.b t.bia vUliAgnaH, Green-~ bu coo­
ducted a t.boroufb nvi- of all i u contraotul Wldertakuap 
•i- ., .. \IUY, ltll and Call atata aneq,d,roaal17 ~t, 
(1) it a... aot noei1NCI..,. cootract.a. •--tract:a, 9raaca 
or •uliaranta fna t.tae a.a. ~t of a.bar ~ t.tae 
C011Pntiellai- Sllpl~ Traiaia9 ActJ (2) U lau aot ra­
ceiVM· allJ' fuacla fraa priae or aubcontractacll 1IDder..,. 
other ~ecleral 9rant or -tract Pr'09r_, all CJJ it lau 
not Ht ap UJ' Hnice projacta utilid.119 Laa.or De~t 
funda, directly or indirectly. 

Me traat tbat the fore90ill9 ia reaponai- to :,our 
requut. c.r-a-.. ~ will 9ladly provide ..,. ad41Umaal 
appropriate infoEaatiOII t.bat t.be c-itt .. llifbt reqaire. 
Jf you or your at.ff b•- any further queatiODa re9ardia9 
any aapect of t.bia -ttar pl•••• cont.ct-• 

.ntc::/al9 

' 

..... 
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►:Cl H.rds. . . . 
1',cl 11,,rrls .& As"' i1lc'!s, Jnc. . . 
;jieiCC. :;1.ud1jc:nue twtOa .... \ 
CryH~l~ &l •• • ~u-!IS-427 w ·: .. 
ll,•11r Mel: ' ~ • 

This doc_ij. erves u • • foraal • letter-of •9~ ~~ 1'.el. ti,rrts & 
J\,;soc iilt.es, Inc., 1nd Grecn-Hcl'lliln & Auod1les, • . Green-Hen .an & 
/1,•,,,d .. tr.s vill i.:nt.C!:r int.o I sulocc.nt.ract.ing arrilkJI. • t vit.h •:cl 11.\n is l 
Assu..ictcs to assist wiLh the lr•~tti<,ning of /(l(J uwr ruhlh: •;. .-vh:c 
E1~;,lc,y.:.c:nt (PSE) p,rticil)lnts ind the. 1dministr1tive and close-out. t-,d,niul 
essist~nce for the ►:Obile County Consorti.-. 

Si,1.~ifiully, liref:ll~llenwn & Assocl•tes, Inc., ;.gr<.-es lo provide ~he follc,-~-
iny si:rvices il'I Its subcontr,c~tng relltlonship: . . ... 

In lhe _l_\:••!S l.l;,l_c,_~ J••~a.s_c -~~ctn.:!.la.~'! _& ___ ~s-~~i_•.t..cs, Jnc. ,. vi.l.l: 

(1) . /.ssist EOPP _in fmplc.-enling necessary procedures to . 
11cc;c.w:IO<l11tc SL"IOOth tr1nsitioning of particip11nt.s;-

(2) Coordin1tc an edvertising ca~i:,1i9n dir~clcd to the 
9cm.-r1l public 1nd potential c:nployers; • 

(3) Assist LOPP in de:vcloping I fl•<.-dbAck 111<:chanh111 of 
i,articir,ent ir,for..-,ot.ic,n frc,in the various sit.cs and 
:- ., ~•i'OC.L J-t/1 ff; 

(4) /-.ssist in tc: r,v.::nfog a meeting of the PIC, CS, ot.her 
1-:,'+'loy.:..,nt ;.11d training r,rogroms such as ~IN, Job Corps, 
i ille Ill r• r t,jl'cts, business and 1;.1,or !i•·c,:,rs t.owrit.e 
11,c 1, .. -., 1 ,-~ , · ... ;·,lc;-.,-:nt plan; 

(5) f,\sist 1,.-i t h docu .. ,e,lir,g tt.e te:rm; nat.iori of f'!.C p.rlidpi!nls. 

l ri Utt· .--:.:. i 1, i• ... tfut 1·• •' ,. ,.J c1 t·•, C·Oul t ,·~1.rd.:al , •• :,i ,,,, .. 1-c pl,,: •,r r . .-. ,:f~•l:, 1. ,. 
;. ._. ,,t i ~:.,--., l11c ._, w, 11: 

(1) ; .. •.-.. i ~ l i n : ,,_, c,csc -nut o : t.hr. ,1 : : .• 1inh t .- ,. I h •r -. ln1LI un ~ ;,rul •· : . : i; 

(2) C\111du1:t an c: valuolion c,f tl1c 1-'.ul.Jile 1,o r <;j..,,; t.; 

(3) C:ulm,it a w,· i lltn c\'alualic.n r cr,ort. 
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Grccn-Hc,-:wan & Associates, Inc., undtrstands that the ti:::.c frama·1ork for 
the prime and subcontracts is April 2, 19S1-Septcmber 30, 1981. Gi-ccn-t;erwn 
& Associ,tes, Inc., will accomplish all of the listed ttsks during this ti~e 
Jl(:riod. Grccn-llennan & Auocialcs, Inc . , will require 2,380 hours of sltlff 
ando-consultant ti111e al a total fixed persQnnel cost of S63,070. The evalua­
tion and report will be a fixed cost of $11,930- Thus, the total fixed cost 
of Grecn-Hcnnan & Associates, Inc., subcontract with f..?1 Harris & Associates, 
Inc., is $75,000. • 

Green-Herlllin & Associates, Inc., will require one-third ($25,000) of the 
$75,000 subcontract in .a single advance payment, · due upon signing of this 
agreement. The r-inder of the fixed cost contract ($50,000) will be invoiced 
in accordance with the billing process of the prime contractor over the life 
of the· contract. 

Green-Hel"lilln & Associates, Inc., is pleased to enter fnto this subcontracting 
agreement with Mel Harris & Associates, Inc., effective this date. 

f.it: HAIIRIS -----
ssociates, Inc. 

April 6, 1981 
Harris & Associates, Inc . 

April 6, 1981 

• I 
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<Offu-, of Errarh,r of lr,hs 
CX>UOIA'n0N l>MSION .. ··-

·St,lllllllmtlfa .. •..,_.,,..,___,.......,..,_,,...._ 
__ ,,,_,.,.., Cllll'JnCGS - .lffl,,1C&t'lm. cm"D'IC&fl Of ...amH 

:. . ' . 
a, CIID~. anoc:nftl. -.. - WWWID ~ ftJ.D JDIDAn 11. 1"19 

WWW VlB iliD1fl Aft'loCIIID IIIIIIIO. ____________ ,,, 

Jn Clrltblum!J ■q,rraf. , .... .__. .......... .... ..... ., .................. ... 
·--->OH-1111 _____ ,,, 

____ .., ____ .... am. 
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..-.cs or amna or....­
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............ c.-

CDftl'ICAft 

flllS. ft) CDftff ...................................... ~ ...._Ce.pc .... 

All .... .._ ........ -- _. AC C a9PIMOLY ... CrC:S s -, ___ Au=t;:;MT::-.:.:lcz:'.&. ___ _ 
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U1> to ....,. ill aad Nn"7 • ADJ ouier bueine•• which -

&a _,w-ta• lfiUI ADJ Of the "91-H 

(I.) 70 ...-U- a11 er .. , ,-n of .._ .... Will. 1'1911H, 

nr ud MIIUaeN of MJ per-• f.Lnl, --1•U- or oorpore 

llantofon • a-natur -,a,-s &a UJ ••1MH lfbet!ler or 

ia.Uar co ur ._.1Ma• 1lbicll c.llie CDrporaU- Ma tbe power co . 
an, aad to MU, 1Ril1M. _,., ... ia UJ MAMr dhpoae of . . 

lo • .. , ~ et c.11ie r'-91u, pn,,e~ 8114 IIUiaeH - aoau1 

IIO _._ ill -■HCA• ....,._tit MJ liu.1Udetl of UJ eua 

tu., ---1au. - oos,ioradal, 

en ft applJ tor. OMata. pu'CbaN or odlerw1- ecquua. 

oonr"911U, ~-•• u...-..ru. uada -•• ri9t1 • 

•-•• tnaala■ , aad Ula 1Ure, llbicll .. , - capable of lloe 

tor .. , of tbe ~ of t:he COrporaUoa, ... co ....... r 

iM. cleftlop, 91'•t liceaN■ ill re■poct of, NU and o&henri.-

an co acooat, Ciao ._, 

(kj ft -.au. br JIUCIMN• ...,._,pdoa or ill ■DJ Otller 

, &au, reoe1 .. , a.ou. aN, -.'°'.NU, ... , ... u-■far, 

llaata, PIM9e, aor&9_,., 1•••• Uapoee of Mid otllarwlee cSoal 

11114 Wiell, _,.._.of acoek,·· allana, a.a.de, delloeac.rea, DOU 

n11..-• or o~ obU .. d••• All4 uy ~ica&oa, rece1~•• 

uu or otber ia■u-au ..,,daciDf ri9bta or opUon• co n• 

1-, l'U'Cbll.■- or nbecTiN tor u. - , or -.re-•UJMJ uy 

Cher ri9t1t• or, 1.at:en" tbereill or ill .. , prop■nJ or aeMU, 

••Nd or created br aay per■--, f.Lnla, ••eoc:ied••• corporau •• 
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•Y1141c:•t••• or ~l' uy 9cwe~t• or euW1•1aiOU ~reot, Ul4 to 

po ..... aD4 -•rciN ia n•~ U..r.of UlJ' a"4 all ri9hU, 

.-en U14 pd•1le9e• of &adi•UMl i.w.n, 
(1) t'O a14 ' ia UJ' ___...,. ....... , fin, "90Ciac.ioo, 

corpor•U-, or •JNHoeta, .of Wbicla..,. .-..ne, .._.., ••Nat.-• 

note•• IIOft.9,te• or otMr o1JU9eUaa, or ur eenitioatee, 

ncei,u, IMl'l'MU, or otMr ia•~u erideaeia9 ri98'u or 

opUoaa to reoei'N, .--•" •· RNCriN for the aw, er 

nfreNIIU.. uy ~ r'9hu or aauneu tMnia, an MW -, 

or for ~ ~•Uoa, or ia the .. uan of ""1cdl tali• 

eor,oraUoa IIM11 M'N uy iatann, _, • .. aay eau or 

tbia9• ... ,..- to protect, pnNl'ft, a., ••• aD4 _,,__ the 

-1- of UJ' IIIICIII ,ropeny or iateN■t. or uy otMr property 

of~ cor,onu., 

ca> t'O wuruue tbe pe,-t of 41•14aad• ll1'CID .. ,. •ttare• 

of atoclc or •-..n• ia, or the pert...._ of any eoauact bJ, u1 

otMr c,ocporaU. • UNCiaU. ia wbiela CM• ClnporaUoa Illa• .. 

iatereat, aad • ndorN or ~ .,.araatee the pa,_..c of 

tllla priacipal __. iateraet, • oitllar, of aay .._.., debeataroa, 

• or otMr eriducee of iadebt.oclaeH cnet:ecl or ieeued bJ .. ,. 

ncla otMr amporaUoa or aaeociaua, 

Ca> To C&ffJ' oat all or ur pan of the foN90in9 ujecu 

• priacipal, factor, .,..t, ooavaetor, .-ral pan:aer, 1Saiad 

1111111r1:ae.r or otllerwiN, •i~ a1.on9 or tbrowfla or ia ooajancUoo 

1th .. ,. perllOII, f1n, ••eociauoo or eor,or•U•, aD4 .&a ean,,­

oa iu INeiaeH alMI for ttw purpc»He of atUiaiaf or fvuier-

1n9 an1 of iu object• and 1'Ur11QHe, to aaka and parfo- .. ,. 
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I per wa1 ... laeh. c:-... ltoelt NUlf all of one claH and ... u1n9 

i .... 90Ce per al\u'e Wblob 90te .... u .. -•--■l•U-. 
I 

I ln ad4itl-• · ndl C- atock ahall ..._ ellCtl ~, .. 

; r19hu. U,aiUtloa•. preferean• • .-llfiaauoaa. - aa&ll N • 
I. 
:; auud and ...., ..... ill u. neol.u.t of th■ 90u'd of Dlnetor• 

t pnwl4iav for the .\Huaace of ~ c- atoo1t. Tai. ... nl • of 

t Dinctora h Mnl,f ....,_.■lf ,i,e■ced Vi~ · the aatllOritJ to 

f. adoPt NCII neol.UOU. 

i sun, TM--• aact -uiav addnaN• of eac11 

;, incorpor■tor 1• •• foll-• 
;-

[ 
!' 

t 
I, 
1·upon ·-· 

!!!!! 

., ....... Clari■~ 

JlaiUno A44reH 

1120 -C--etieut Awenue. • ·•· 
11e■lliJl9toa, D.C. )OOH 

112Q Clonaeetieat A-n••• •••• 
Waahia,ton. D.C. 200JI 

. ' 

IEVDITIII" The power• of th■ illeorporatorl■ J ahall tecw.inat■ 

th■ fillae oft.Ma Cenificata of lncorpor■Uon, and th■ 

aacl -u1n, ad4reH•• of per--■ co .. ~ •• dlrecur■ 

; 1111Ul the Hrat anaual ... tine of a\odtMldera or •tU ttleu 

! aucc••••r• are •1~ and quallfr an, 
I 
, !!!!! Nailln9 M4rH• 

?;meat. Gree 21 I at.reet.. •••• 
••■hin,ton. D.c. 20001 

Alexi• ■•,._. 700 7th su-t.. •••· . 
Aper-nt. HH 
.. ahin9~. D.C. 20024 
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SIGln'll1 lt ia t.M Ult.eaU.. Cll&t .... obj~,""'"'°•• 

Md ,-.ra -,.oilietl UI .... ro.rtla ,,_99rapb lilenof 1111&11, 

UNIK lllle- MM-1N apecilietl UI ..U ............ , lie -1N 

Ualt.ed or nauiftad a,y nfenaoe ~ • iafereaoa fSla ..,. t.ema 

of _, ~ oi .... or ,--,r .... UI CIiia ~fl.oat.e of u,11u,o.-• 

•~•~tut ta.. u,ecru, ..-,aH■ ... ,_.re apecU1ed UI 

t.M ~ par&9rapla ... &a ~ of tile oia-a or par-.r .... 

of CIiia cllarw ellaU N ra1UNil - ....... AfHt llb,-U, 

purpoaea ... ,.... • 

... .... ........... ,_ ........... ., foadllf • 

oo~ ..eer ..,. i...., ..,. acau aC Dai-re, do._., 

fU• ... swoon CIiia canu1oau, ..... ou-Utr ta..t ta.. facu 

llen&a atated an u., ... w ..._ ~lJ' llereunco ..c oar 

-•pecu.w llluda ad N&la. 
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The CHAIRMAN. We will call the next four witnesses together in 
a panel: Gregory J . Ahart, the Director of the Human Resources 
Division of the General Accounting Office-these are all General 
Accounting Office witneaaee-CJiarles I. Patton, supervisor; Chris 
Crissman; and Jim Ratzenberpr. 

We would be happy to have all of you come up. 
"As I understand it, Mr. Ahart is sick; so, Mr. Densmore, you are 

going to replace him? • 
Mr. DBNsMou. Yes, sir. . 
The CHAIRMAN. OK. Would all four of you raise your right 

hands? Do you swear to t.e11 the truth, ·the whole truth, and noth­
ing but the truth, so help you God? 

Mr. DBNsMou. I do. 
Mr. CBJSSN~...-. I do~ 
Mr. PATTON. I do. 
Mr. RATZDmDGBIL I do. 
The CHAIDIAN. Thank you. 
Mr. Densmore? 

STATEMENT OF EDWARD A. DENSMORE, JR., GENERAL AC­
COUNTING OFFICE, ACCOMPANIED BY CHARLES I. PATrON, 
SUPERVISOR; CHRIS CRISSMAN, AND JIM KATZENBERGER 
Mr; DENsllou. Thank you, Mr. Chairman. 
We have a stat.ement that we would like to submit for the· record, 

and I will sUlllJD8l'U'.e that stat.ement if I may. 
The CHAIDIAN. That will be fine . . Without objection, all state­

ment.a given here today will be made a part of the record • in full. 
Mr. DBNsxou. We are pleased to be here today to discuss our • 

two recent reports on Labor's .A.drninistration of it.a employment 
and tmining JlCtivities under titles m and IV of CETA. 

The first report, issued on August 28, 1981, was our first compre­
hensive look at bow the Office of National Programs .Administers 
it.a grant and contract awards. ~ second report, sent to you on 
August 31, 1981, discussed bow Labor made many awards during 
the closing months of the past administration . 
. To meet the objective of our August 28 report, we reviewed a 

statistical sample of awards made in fiscal year 1979. We did not 
visit awardees as part of our work. Vfe found a number of weak­
nesses in ONP's procedures and practices throughout the award 
process. 

First, ONP did not make extensive use of competition and 
seldom adequately justified it.a sole source awards. Overall, ONP 
considered more than one applicant only 21 percent of the time. 

For the special project awards made on a sole source basis, the 
records seldom indicated why ONP did not consider other potential 
awardees. 

Second only 27 percent of the 479 awards in our sample con­
tained evidence of the cost evaluation, and only 80 percent docu­
mented technical aspect.a. Award files also indicated that negotia­
tions were conducted for only one-third of the ~wards. Where these 
activities did occur, they were often poorly documented and poor 
negotiating techniques were used. 

. . . 
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In addition. many of the awards approved by ONP did not ade­
quately describe what the awardee proposed to do or justify the 
planned use of funds. • 

One of ONP's program offices often provided its potential awar­
dees with preaward work authorization letters allowing them to 
start work and incur costs before the actual awards were fina1i2'A!d. 

None of the -ONP preaward authorization letters contained IUffi­
cient language to prot.ect the Government's interest. 

The awam files showed little evidence of active monitoring .•. 
through trill' conespondence, or other Labor-initiatives contacts 
with awardeea of the awardees' prog,:eas in accomplishing the 
funded activities. 

Also, s1 • percent of the awardees failed to aubmit most-70 to 80 
percent-of the required prog1eas and fiscal reports · for the lat.est 
performan~period. i • 

• When ONP representatives identified • awardee problems, they 
did not always attempt to reeolve them. • 

Finally, ONP did not require that awardees' performance be 
evaluated before the awards .were_ renewed. Baaed on our sample, 
82 percent of ONP's awards were renewals and only 18 percent had 
any meaningful evaluation. 

Most of ONP's problems st:emmed from Labor's failure to sepa­
rate grant and contract man&g19ment responsibilities from program 
responsibilities. Consequently, most of the award activities, such as 
evaluating and negotiating proposals, were handled by program 
staff who placed little empflasis on following good grant and con-
.,_....,;..,.ff racticea. -CM,--.P . 

As a result of th~ __problems we follild, we recommended that the 
Secretary direct ONP to: Make greater use of competitive awards 
for its special projects and fully justify any sole source awards, 
require program offices to fully carry out and document all evalua­
tions of proposals and negotiations with applicants, require that 
preaward authorization letters specifically state what the Govern­
ment and awardees have agreed upon to protect the Government's 
interest, place a greater emphasis on its monitoring activities, and 
prepare written essesamients of an awardee's performance under 
prior awards before refunding the awardee. 

We also recommended that the Secretary separate ONP's grant 
and contract management functions from its program management 
responsibilities. 

Labor has responded positively to our recommendations and is 
taking actions to implement them. 

The primary objective of our August 31 report was to . address 
concerns relating to Labor's CETA titles In and IV awards from 
September 1, 1980, through· January 81, 1981. 

The sample chosen for detailed analysis consisted only of awards 
administered by ONP and the Office of Youth Programs, because 
these offices administ:ered 89 P.!9rcent of the titles W-and IV discre­
tionary funds dutjng the specified timeframe. 

We analyzed • 15 ONP and 19 Office of Youth Programs awards . 
Detailed analysis of these 34 awards further substantiated the 
findings contained in our earlier report and showed that good 
grant and contract procedures were not always adhered to during 
the award process. 
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For example, one award for. $175,790 was to study alternatives 
for increa,aing the employability of disadvantaged adolescent moth­
ers by identifying reaources and developing resource directories to 
provide career information and guidance. 

Our review showed that the Office of Youth Programs repre­
sentative ~nsible for this contract recommended apinst the 
award and never completed the negotiation because: One, the pro­
paaed statement of work failed to present a aufficiently undei'stan-. 
dable and defemdble approach; and two, the objectiv• were a 
misbrnub of evaluation, technical aaaistance, and direct provision 
of services. 

Another . awardee was a deaign, engineering, and analysis firm 
apeciaJisini~~in oo1ar environmental ayst.ems, energy technology 
studies, and product aervicing and marketing. 

One of the contracts this awardee received during the specified 
timeframe was for $455,570 coven::atf:8.r:!od October 15, 1980, to 
Oct.ober 24, 1981. The award was • on-December 9, 1980, for 
the purpose of eat.abJisbing an Hispanic referral and feCl'Wtment 
system to increase the employment opportunities for professional 
Hispanics in the Federal Government. 

Our review showed, even though the ONP representative respon­
sible for the contract was concerned about the contractor's capabili­
ty, the project was funded at .the insiat.ence of the former Adminis­
trator of ONP. 

According to the ONP repreaentative, the negotiations took place 
on December 5, 1980, about .2 months after the effective date of the 
award. According to the ONP representative, as of August 13, 1981, 
no one had received employment as a result of this award. 

In a July 10, 1981, telegram, the awardee was informed that the 
contract will not be refunded or ext.ended when it expires in Octo­
ber 1981. • 

Another concern relat.ed to the operation of a special depart­
ment.al committ.ee established to review grant and contract propos­
·a1a. We contacted each of the four committ.ee members to discuaa 
their role ~d responsibilities. One member declined to talk with 
us. The other three generally thought that their role and responsi­
bilities were to review the award proposals for merit from their 
respective organiz.ational positions and to ensure oome measure of 
accountability of the funds being spent. The decisions they made on 
the award proposals were done on a consensus basis and not by 
voting. 

We found no written criteria to explain why these individuals 
were appointed, no dates for their terms of appointments, and no 
written operating procedures deudUng how they were supposed to 
carry out their responsibilities. . 

Also, minutes of meetings were not well maintained. The title m 
minutes do reflect what proposals were considered and what ac­
tions were taken but do not show who was present, what was 
discussed about each proposal, or how the decisions were made. 

Meetings regarding title IV had no recorded minutes. We were 
told that only handwritten notes were .kept on the proceedings and 
these were destroyed once the appropriate title IV program staff 
were notified of the committee's actions. 
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Labor's Employment and Training Administration has estab­
lished a task force to address the problems we found. The task 
force is developing a directive designed to establish procedures for 
improving the award41 Ji:~ 

We have met and • the ~directive with Labor 
officials on several occaaiona. Altho at the time of our last 
meeting the directive had not been • the actiona Labor 
officials told · us they planned to take appeared to be an elfective 

.means of improving the administration of its award activities. 
Mr. Chairman. that concludes our statement. We will be happy 

to respond to any questions you or other members of the committee 
may have. • 

The CeAiallAN. Mr. Densmore, aa a general practice, ,oar office 
would agree;.JJ take it, ·that aole eource .or noncompetithe awards 
should be ~ o~y u !Ill exception rather~ aa a general rule? 

Mr. l>BNalmu. Yea, mr; that JS correct., • 
The CbAJaMAN. You would recommend that we have competitive 

awards from here on in? 
Mr. Dmmalou. To the extent possible and feasible-yea, sir. 
The CIIAm.KAN. I see. And those exceptions where it is not feasi­

ble-they should be justified fully? 
Mr. l>ENsMou. Y et:1, sir~ 
The CeAiallAN. Justification would moat certainly addl'8III itself 

to providing documentation for the contract or grant file aa to why 
this specific contract.or or grantee should be named-is that right? 

Mr. DKNsMou. Yes, sir. 
The CIIAm.KAN. More important, where arguments or epecific 

deficiencies are presented as a result of a program representative's . 
negotiations, those points should be ·addremed item-by-it.em before 
a favorable decision on funding is decided in favor of that awardee? 

Mr. DENSMORE. Yes, sir. • 
The CIIA.m.MAN. AB a result of your statistical sample there was 

no more than one awardee considered almost 80 percent of the 
time? 

Mr. l>ENBMou. That has to be qualified to this extent, Mr. 
Chairman: There were a number of awards that were awarded on a 
formula basis. In other words, · a SJ)eCific formula determines that 
awards are going to go to eligibfe and qualifying organimtions 
based on criteria such as popufation size, income, and unemploy­
ment levels. There were also a number of awards under the .farm­
worker program that were made competitively. 

If you eliminate those awards, there are 160 left of 479; and 
about 80 percent of those 160 which went for other types of projects 
were awarded on a noncompetitive basis. • 

The CHAIRMAN. I see. 
With regard to the vague descriptions of P.roposals, do you mean 

that even if the awardee had in mind specific targets with regard 
to the number of participants to benefit and specific skills, the· 
proposal did not reflect that kind of information so anyone analyz­
ing, like a program representative, cquld make an educated guess 
as to the accuracy of the proposed budget-is that right? • 

Mr. DENSMORE. That is correct, sir. 
The CHAIRMAN. We are talking about hundreds of thousands, if 

not millions, of dollars in these award situations. . 
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Mr. DENSMou. Yes, sir. 
The CHAmMAN. With regard to your · overall report-HRD-81-

111-you said that you did not evaluate awardees' programs be­
cause your objective was to review ONP's award practices. 

Could your office provide us with an outline ot an approach that 
would aaeas an awardee's program for delivering employment and 
a .eview tnining aervices? · 

Mr. l>Dfmou. Yea, sir. Let· me ask Mr. Patton to addreas that 
further. 

Mr. PATl'ON. Mr. Chairman, as you know, we are currently initi­
ating work at your request on the Recruitment and Training Pro­
gram Inc., and alao the Opportunities lnduatrialimtion Cente\-s of 

• America Inc. In tbe deeign phase of th"8 •eeignrnenta we will be 
working with your staff to develop such. an approach, and the 
result.a should provide the type of information that you will need 
with respect to program impact and how •~ are currently 
operating. • 

The CBAJBIIAN. I suspect if we had this information at our 
diapoaal .or at least at the diapoaal of awarding officers or the 
appropriate people at the Department of Labor, it would help them 
to help the awardeea to do a better job. Is that conect? 

Mr. DBNmlou. Moat certainly . 
. The CBAJBIIAN. And in the end the tupayer dollars would be 

more beneficiaUy spent, and perhaps we might even get aome more 
young people to work in effective ways. Would you agree with 
that? 

Mr. D&Nnlou. Yee, sir. 
The CBAJBIIAN. Example A that you cit.eel in your statement­

this $175,000 award for studying alternatives for increasing em- • 
ployability-refera to which award? 

Mr. D&Nnlou. Dr. Benaon Penick, sir. 
The CBAJBIIAN. The pIOgra.dl representative responsible for eval­

uating the proposals gave aeveral reasons, and prominent among 
those given is his usessment that the objectives present.eel a mish­
mash of provisions. Yet the former Administrator for ONP, Mr. 
Godwin, approved this project. Is that correct? 

Mr. DENBMou. Yes, sir. 
The CHAmM.AN. Did your study, however, discover any informa­

tion provided by the Administrator that countered the program 
rep's evaluation? 

Mr. l>BNSMOU. No, sir; it did not. 
The CHAmM.AN. Did you look to see if there was any additional 

material or infonnation that would have countered· that evaluation 
and justified that particular award? . 

Mr. ClussMAN. Mr. Chairman, we were unable to find anything 
in the file. • • 

The CHAmM.AN. So you did look? 
Mr. CmssMAN. Right-in the files. 
The CHAuuu..N. Was there ever any evidence in the award files 

other than the program rep's? 
Mr. CRISSMAN. No, sir. 
The CHAmM.AN. Example B was which awardee7 
Mr. DENSMORE. Solar America. 

,... ' ' 1 



,., ' 

r 
; 

57 

The CIIAJDIAN. The purpose of this contract was to establish a 
referral and recruitment system to place -Hispanics in Federal posi­
tions. Is that right? . 

Mr. DBNsMou. Yes, sir. 
The CIIAIRIIAN. Yet this firm is a design and engineering firm 

that is also a custom manufacturer of energy systems. Is that 
right? . ' . 

ldr. DBNsMou. Yes, sir. • 
The CIIAJDIAN. What does this have to do with an expertise in 

Federal recruitment; or, rather, what did the program rep offer as 
to this firm's uperience in this field? 

Mr. l>KNBMou. There were no written evaluations, justifications, 
or information with regard to the.firm's capabilities in this particu­
lar field. 

The Clw:DIAN. Was there anything in the file at all concerning 
the firm's capabilities, other than that they were an engineering 
firm working in the aolar contracting area? 

Mr. CmsmlAN. Mr. Chairman, all we bad to go on when we 
talked to the representative responsible for the award was that he 
expressed concern about the contractor's capability to do this par-
ticular project. -

The Clw:DIAN. Did be give the award out anyway? 
Mr. CRJ881UN. He was the person charged with monitoring the 

award, but he had doubts, 80 be split the project in two _phases 80 
be could· better monitor the situation to see how well they were 
doing. • 

The CIIAJDIAN. What information did the Administrator for • 
ONP provide for the benefit of the files to indicate that that 
particular firm would get almost a half-million dollara · to perform 
this service? 

Mr. DBNSMou. We found no information in the files, sir, to 
indicate any input from him. 

The CHADUIIAN. As I understand it, as of August of this year no 
one had received employment as a result of the expenditure of this 
amount of taxpayer dollars. . 

Mr. DBNSMou. That is correct. • 
The CIIAIRIIAN. Not one person? 
Mr. DENSMORE. No, sir. 
The CHAmMAN. How long had that contract gone, do you know? 
Mr. ClussMAN. It had been underway about 10 months, Mr. 

Chairman. 
The CIIAIRIIAN. How much of the money was spent? . 
Mr. CR.l.ssMAN. I do not know at this time, sir. I would assume 

that moat of it had been spent up to that point. 
The CIIAIRIIAN. That was $455,570 for the -total award. 
Mr. ClussMAN. Yes. 
The CHAIRMAN·. Let us go to Southern Vocational College. You 

heard the Inspector General's earlier testimony with regard to this 
Southern Vocational grant. I note that your review discovered the 
same concerns, on pages 25 and 26 of report HRD-81-145. Your 
report also mentions that the program representative was told to 
negotiate the award by the ONP director, Mr. Godwin, who told 
him that the allegations were not serious. Is that right? 

Mr. DENSMORE. Yes, sir; that is correct. ' 
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The CeAJllMAN, Was the program rep able to produce any pre­
Urninary report from the Inspector General that the former direc­
tor of ONP could have been reading from? 

Mr. DBNsMou. He indicat.ed that he was aware of a report but 
that he did not have a copy of any report. 

The CeAmMAN. Did you ask him to get you a copy? 
~- CBTSfQliN. We did not ask him to get us a copy at the time 

and he was unable .to provide it. 
The CBADMAN, Would you ask him to get you one? I think we 

have got to have a copy of it. 
Mr. CBJSSN~. We will, Mr. Chairman . . 
The CBADMA-1\f. Will you provide that for .the committ.ee? 
Mr. C:avmi•x. We will. .. 
The CBAmu.N. OK. 1 · 
Now, a different program repreaentatiu was sent by the ONP 

director to perform a site visit in the fall of 1980, prior to award of 
this final grant, and baaicalJy gave them a clean bill of health in 
spite of all these investigations and audits. • 

In your interview with this program rep, Mr. Barnes, did he 
resolve any of the allegations yet outstanding? 

Mr. ClussvAN. No, Mr. Chairman. Because he had not been 
officiaUy informed of any of these allegations, his role on his par­
ticular award wu only to be concerned with that award and not 
with allegations made on any prior awards from any other source. 

The CBADlllAN. He was aware of them though-right? 
Mr. ClussvAN. He said he was informally aware; ·he had not been 

officially notified. • 
The CBADlllAN. He knew of the I.G. audit, is .what I am saying-

right? • 
Mr. ClussvAN. Unofficially, yes, air. 
The CBADlllAN. Is it true then that he limited his review to 

whatever t.he grantee provided? 
Mr. ClussvAN. That is true, Mr. Chairman. 
The CBADlllAN. So unless the awardee tells him of problems that 

exist, in this case, to your knowledge, he relied strictly on his own 
tour of the site and these monthly reports and invoices which we 
list as exhibits 4A and 4B-is that right?' 

Mr. ClussvAN. That is correct, Mr. Chairman. 
The CIIAmMAN. Will the staff give our panel a copy of all of 

these examples of monthly reports and invoices? • 
[Panel receives documents.] 
[The material referred to follows:] 

I ·-. 

.I 
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SOUTHERN VOCATIONAL COLLEGE 
YOUTH EMPLOYMF.NT 

AND TRAINING PROGRI\M 
IN ALLIED HEALTH OCCUPATIONS 

AND SERVICES 

-0-1801-92-16 

I. Accompl~•halenta during reporting period 

A. The classrooa training component cond.nued to 110ve 
forward in hi9h 9ear. 

B. Participants without high. achool dipl0111a■ continued 
to 9et courses in readin9, writing and cumputation. 

c. Participants are well on the way in occupational 
training. 

o. Participants who are neither in claasrooti training 
are bei~g given health services such•• occupa• 
tional and career infonaation, counseling, job 
development, job placeaent, and job readiness. 

E. Participants continued to be provided 
transportation service• a• needed. 

F. Daily counseling of enrollee• ·· have been properly 
documented. 

G. Part~cipant fo~dera have been designed'for each 
enrollee and all folders are current and 
up-to-date. The 30-day review has been made 
according to the mandate of the Federal Register. 

H. Outreach, recruitment, intake and asaessment, 
and selection of participants continued to be 
ongoing ·f~netions of the overall progr~. 

I. Participants were paid incentive allowances on 
a timely and accurate basis. ·Time sheets have 
been properly kept, evaluated and approved for 
each incentive allowance receiving participant. 

3A 



J . Training sessions were held in classr00111 
instruction, outreach, counseling, job placement 
and occupational information during the reporting 
period. 

II. Indication of current probl-

' . There ·•re no current probleaa which will delay our 
perfoz:111ance. Several students dropped from the progr- due 
to health and relocation reasons. However, they were 
r~place~vith backup participant■• 

III, Program Status 

The program has served 250 participants to date, A 
number of applicants continue to be reviewed so that ad~i­
tional enrollees might be selected to participate in the 
overall program. 

IV. Pr09raa activities to be acccmipliahed next reporting 
month. 

A. Participant folders wil~ be updated. 
. . 

B. Classroom training will continue. 

C. Clirical training will continue. 

D. Special courses in reading, writing, and 
coaputation will continue. 

E. Outreach, counseling, job development and job 
placement functions will continue. 

F. Overall program will be evaluated. 

G. Additional participants will be selected to 
participate in the ,overall program throughout 
the national geographical area. 

,.... . 

J 
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l~ Rl:l'<ltf 

SQffilBlN VOCATla'W. OllLEGE 
Yrurn IJ.l'Lmlen' 

A.'ll nAINJt«; mJGRAM 
IN ALLIED HEAL1H OCOJl'ATitNS 

NI> SEMCES 

99-0-1801-92-16 

1. Acc.aq,lishlents during reporting period 

A. The classroo- teaching was c:anied out accotdins to our ti111etable. 

B. Participanu were eiven special group cO\fflleling. 

3B 

C. Participants continued to _be provided ·transportation services as nefllled . . 

D. &trollees were given daily individual cOW1Seling. • 

E. Participant folders have been set up on each enrollees, and each folder 
is up-to-date. 

F. A thorough review vu aade on all participant folders.-

G. Outreach, reauiment, intake and assessllCllt, nnd selection of participants 
cantinued to be carried out by the program staff. 

H. Health services such as occupation caner inforNtion, counseling, job 
developaent, job placeaient, and job readiness were carTied out. 

I. Incentive all~es were paid on a tiaely and accurate basis to all 
eligible youth. 

J. Staff training~ earned. out in recruitment and outreach. 

II. Indication of cunent problem 

There arc no current problems which will delay our pcrfonnance. 

J 11 . Program Status 

The program has s~rved 300 participants to cl:tte. A n1JOOCr of applicants 
continue to be revi~ so that additional enrollee!: might be sc.-Jccted to 
participate in the overall program. 
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IV. Program actiyitic·$ to ·b~ ;ccornpli!'hc-d during next I":: 

A. Folders will be kt'pt up·to·d.~tc. 

B. Class1'00111 tro1ining will continue. 

C. Clinical training will continue. 

D. OJtreach, counsclini:, job devclopncnt and job pla : 
continue. 

E. Project staff 1t:ill evaluate the basic COlllpOllertt!' <' : 

F. Additional participants vill be selected to parti , : ... . • 

. .. 

· _·:l\'·• .~ 
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' -,·:o ' 
... . 

,. , 



r 

65 

!=OST COHTIACTOI., MVOICI 
IIISTPlr.flO!CS: !ff MA llal\U&l 

(Pan. lli:.l,'11) 

"V't •••• , ........... ~ ...... ... 

n~a-HOJ·?z.J6 cms1 m-~zzo 
............... c ....... , 

0 • .,, AotlJ ZJ J91Q • Sc;ntcw,cr XI, 1911 

• • T••• .. ••iacwn4- April 21 •• July 20, 1911 

••- July. n ,. Aycust 201 HIil 

,., ... _. .................. .. ········ .: ....... : .......... ... . 
4 • UH ,._, lftfl .... N ... . , • •••• •• ••••• • ••••• , • • • • • • • • , , • • • • • 

n.c -• cl.._..• ... ineice c••-• •l•..W. na• ill ec, • ._, widi .. 

, ............. ... 
............ ....... c ... . ... .......... .__. .... . . ................. .. 

• m f62 

• •o.sos 
I 565. 767 

I 525,637 

I _4.,;;0~1~1.:;30;::__ 

·----­
·----­
·-----
··--------

.. ........... .. 



,, 
US,. 1,,, .. ., .. , _ll."tl Of ..._.,..vN CONtftACllG"-AH1 NO 
, .... , • .,_, ....... 't, .... ,,. ··""""'"" ...... 

COST COIITRACTOR'S/GIIAIITU'S DETAILED !19-11· 1 ROI -'I~ · IC• STATEMENT OF COSTS 

= · ·-- .. .. -=-- = c . _.__ - . .. - . . . . . . 
co~rt~:;:,,s~~~~•i~1.~ri!o1 lc-r.c INYOICl ltfO 

r.o. Box 688 ,11 
.Tu!>kcr,cc, Al:ib:Ulla 360111 

. c...,,.,,c;. .... c-.i-c- c:.... ... ,_c-, 
C..t c...,.,. ·-· 4/21/J~_ .. ___ J00/81 -·- July . 7/Zl.L.U ..... "Z0/81 

Ill 121 ,,. ,., 
Sollrie1...t w..,. 283,956 250,554 16,704 16,71)4 

Frifl9t ..... fill 26,250 20,368 . 1,448 J,UII 

TOTAL PERSONNEL COSTS 310 206 %70 922 111.152 111 l!i2 
Other E•~.,.1: (S(w<ff, A .., .. ,.., 

Travel 14 .110S 6 Aall 486 ___l._1100 

Consultant 14.165 12 sos IIY 1134 

~.t.£D!L~ t i::.1nn1,es ~..ML_ .Jl..!I.SL_ __ 2~(1_ -0-

S.mnnrtive Services l!14 1970 117 512 !i 477 10 000 

Jndi rect Cost 139.4S2 127.7112 II SH 11 1s19 . 
--· 

- ---·- ~---------
---- -

--------
-------

-- ·--
TOTAL OTHER EXPENSES 387,056 254,540 IS,!i96 22 ,J Sl 

- ·-· • · ....... - - .. .. ·- ---
TOTAl CONTRACT/GRAffT 

697,262 S~!i,462 33,7411 40,30~ COSTS 

l:tA 31 ..., 19J"lt 

/'l • . 



. '\ , .. 

l"" 

67 

The CHAmllAN. AB I understand it, these are examples of submis:­
sions from Southern Vocational College. On the invoice section at 
the bott.om left, we have the recommendations signotT and signa­
ture of this program rep. In your opinion, does this substitute for a 
complete, objective review? 

Mr. PATl'ON. No, sir. While this is helpful and the information 
can certainly be used to monitor the program to a degree, you have 
to at least engage in some form of verification of what you find on 

. these documents. • • 
The CHAmKAN. Is this program representative an accountant or 

a contract officer-in this caa? 
Mr. PATl'ON. Not to our knowledge . . 
The CHAmKAN. On page 11 of your statement, you diacuss the 

role of the steering committee. This committee approved or disap­
proved awards, as I understand it; so they are hiking TeSpOnsibility 
for crossing t's and dotting i's. It seems that they can have it on 
one side of the fence or the other: Either they are not responsible, 

• because they cannot accommodate all the details and recommenda­
tions from program reps; or if the decision is made to award, they 
should possess information not available to program reps. At least, 
these are my observations. , 

Mr. CB.ISSIIAN. Your observations are correct, ·Mr. Chairman. 
The CH.wulAN. If this steering committee mechanism is sup­

posed to substitute for normal Government award procedures, then 
should not its own internal records and documents reflect this 
themselves? 

Mr. CB.ISSIIAN. That was the only problem with the steering · 
committee. AB evidenced in our report. we found very little infor­
mation available on what. was discussed about each particular 
award, who was present, and why a decision was made as to 
whether an award was approved or not. 

The CH.wulAN. So you are saying that one of the recommenda­
tions you were making here or have made to the Department of 
Labor is that there should have been written . operating procedures 
and a record of these procedures made in the case of every award 
or grant? 

Mr. CRISSMAN. To provide an adequate audit trail, that is true, 
Mr.' Chairman. . • · 

The CHAIRMAN. I see. And that would of course help the Depart­
ment, would justify the file, would justify the award, and in the 
end you would be able to see how effective that particular awardee 
was with the use of taxpayer funds? 

Mr. CalssMAN. That is correct. 
The CHAIRMAN. Senator Kennedy? 
Senator KENNEDY. I do not think you would get any argument 

out of any of us about the importance of competitive bidding in the 
granting of various contracts. 

Could you just review again what . your information was with 
regard to the sole source contracts that were granted? I think you 
said about 80 percent, did you not? 

Mr. DENSMORE. In our sample in the first. report, Senator, there 
was a total of 479 awards in the universe. We eliminated about 319 
of those, because they were awarded on a formula basis or because 
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they were farmworker programs for which competitive bidding 
procedures were followed. . . . 
• Of the • 1so awards that remained, these were special proJects-

one-of-a-kind types of awards. Apt1:s~!mately 80 percent of those 
160 were .awarded on a sole source • . 

Senator KENNEDY. I see. And how ·many of those were continuing 

~~N. The percentage, as I recall, was about 80 percent. 
Senator KENNEDY. Of those 80 percent were j~ ongoing and 

continuing programs-is that right? 
Mr. PATl'ON. Yes, sir: I think that is the correct figure. 
Senator KENNEDY. & 80 percent of the 80 percent were just 

ongoing and continuing grant.a. Ia that correct? 
Mr. l>ENmlou. Yes, sir. • 
Senator KBNNEDY. How typical is that in other agencies of Gov-

ernment-for example, in the Defense Department? : • 
Mr. DENSMou. I cannot answer that, because we have not been 

involved with Defense Department programs, Senator. I do not 
know the answer. 

Senator KBNNEDY. I am just trying to get information myself on 
it, and I ·am just interested in how unique or unusual that is. 

Mr. DBNs11ou. There are a number of grant.a or contracts that 
would be on a continuing basis. What we cannot answer is what 
the percentage would be in other places. 

Senator KBNNm>Y. Let me ask you just a subjective question. 
That is, to the extent that you believe that the problems that the 
GAO has identified here are basically institutional and procedural, 
and to the extent that they are- basically subjective or part of 
inappropriate behavior I would be interested in· your assessment·. 

Mr. DENSMORE. Yes, sir. What we did was look at the system­
the policies, procedures, and practices-and we found that they 
were poor; they were not good; there was not a good contracting 
system; • there were not good policies and procedures that require 
what we consider to be good contracting principles. 

Senator KENNEDY. I see. 
Mr. DENSMORE. That is why our recommendations were ad­

dressed to improving the management of the administration of 
grant.a and contracts. 

Senator KENNEDY. To the system's change? 
Mr. DENSMORE. Yes, sir. 
Senator KENNEDY. Most of these recommendations are aimed at I 

guess what you would characterize as sloppiness at best and per­
haps mismanagement, or whatever. I gather from what you are 
saying that basically they did not within this Department have the 
kind of discipline, the kind of auditing, and the kind of manage­
ment procedures which you feel are in the best interest of protect­
ing the taxpayers' money and achieving the objectives of the legis­
lation. 

Mr. DENSMORE. That is correct, sir. 
Senator KENNEDY. I think that is important for us to know. 

Obviously, those are matters which we in this committee have to 
address and the Department itself has to address. 

Do you have any idea whether those procedures have been 
changed since you made your recommendations? 
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Mr. PATrON. Yes, sir; we do. We have worked with the adminis­
tration·. They are developing a directive designed ·to implement 
most of our recommendations. 

Senator KENNEDY. Fine. That is certainly important. 
In conducting your review of the CETA awards, did you inter­

view the former Secretary, Ray Marshall, or determine what the 
poli~ies were . in connection with such awards and whether he 
thought the procedures that were being followed were proper? 

Mr. PATrON. No, sir; we did not. 
Senator Kmnni:DY. Why did you not? 
Mr. PATl'ON. Normally it is our practice, when we are evaluating 

particular projects or programs, to deal with the officials that are 
in the current administration. '-Obviously, we were reviewing the 
files at Labor, looking at documents that were there, and dealing 
with the individuals that are currently handling those programs 
and those particular awards. 

Senator KENNEDY. He was Secretary of Labor then. He bore the 
responsibility for that Department, did he not? . 
. Mr. PATrON. Yes, sir. 

Senator KBNNEDY. When you saw the failure to develop proce­
dures which you have identified here, would you not go to the head 
of the Department and ask him what was going on and say, "How 
do you respond to these concerns that we have developed?" 

Mr. l>ENsMou. Our policy is that when we do complete our work 
and we prepare a draft report, we do send it to the agency for • 
comments. , 

Now, you have a situation here where the report was prepared 
after Secretary Marshall had left; so . the report went to the then­
current Secretary of Labor; and he comment.eel on the policies, 
procedures, and findings. 

Senator KENNEDY. While . you were doing the review it.self, you 
did not feel compelled to talk to him, in spite of the fact that you 
had found what you considered to be flawed procedures? You did 
not feel compelled, prior to the time you were going to make the 
report to the Congress, to talk to Mr. Marshall? 

Mr. DENSMORE. Very seldom, sir, do we have the opportunity to 
deal directly with a Cabinet-level official with regard to a particu-
lar report. . 

Senator KENNEDY. Did you request it, or did you not request it? 
Mr. DENSMORE. No, sir; we did not. . 
Senator KENNEDY. Did you in the course of your review inter­

view Lamond Godwin, the former director of the Office of National 
Programs? 

Mr. PATrON. No, sir; we did not. 
Senator KENNEDY. Did you request such an interview? 
Mr. PATrON. No, sir; we did not. 
Senator KENNEDY. Why did you not? 
Mr. PATrON. Again, as I mentioned, we dealt with the Acting 

Administrator who was handling the programs. For that re8S()n, 
we did not contact Lamond Godwin. 

Senator KENNEDY. I suppose what we are basically talking about 
in this hearing is criticizing the procedures which were established 
under his responsibility. That is what I am hearing this morning. I 
am just wondering, in your outline of these procedures, why you do 
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not go up and talk to him and hear him out. Maybe he has got 
answers; maybe he has not. I would think it would be useful to our 
evaluation to hear what that response would be. 

Mr. DENSMORE. Senator, generally it is not our practice to look 
for particular individuals. What we are dealing with is the system. 

Senator KENNEDY. That is right. And he has a responsibility for 
that system, I would expect. 
" The CHAlaMAN. Maybe we need some procedural changes at the 
General Accounting Office as well, so that we go to these people 
and let them know what is wrong. Of course, we have to presume 
our Administrators are doing their jobs too and that they under­
stand the percentages and the figures they are given. 

Mr. DBNsuou. We are looking at systems, policies, and proce­
dures that have been in effect over a period of time. Those do not 
always change with a change in administrations. So what we saw 
after the change in ftdministration was pretty much the same 
policies and .procedures that we saw before. 

Senator KENNEDY. I see. For what period of time before? 
Let me say before we go any further that I am a strong support­

er of the GAO and I think they have done very effective work for 
the Congress in a variety of areas in which I have been interested. 
I want to mention that. 

How long have these procedures or lack of procedures been in 
effect. to the best of your information? 

Mr. PATl'ON. To the best of our knowledge, I would say since, I 
guess, the inception of the CETA programs. 

Senator KENNEDY. Some 2, S, 4, 5, or 7 years? 
Mr. PATl'ON. About 5 years. . . 
There is one point we would like to emphasize, too. While it 

would be important to talk to the past Administrator, I think in all 
cases we have to point out that you would expect to be able to find 
adequate documentation for the type of decisions that we were 
looking at-I think that is very important, and it relates to the 
system-such that, as these people move on, we do have evidence 
of what has occurred in the past. -

Senator KENNEDY. Continuity and consistency, so you can make 
evaluations and judgments-I would think you would have to have 
that. 

In your review. did you interview the former head of the Office 
of Youth Programs? 

Mr. PATl'ON. No, sir; we did not. 
Senator KENNEDY. Was there any reason for that? 
Mr. PATl'ON. It would be the same explanation. •. 
Senator KENNEDY. Did you interview Ernest Green, the former 

administrator of ETA? 
Mr. CRISSMAN. Senator, we attempted to contact Mr. Green re­

garding his role as a member of the titles III and IV steering 
committee. At that point he declined through his attorney, to talk 
with us. • 

Senator KENNEDY. Did you ask him at all about his actions as 
the administrator of ETA or merely concerning his work on the 
steering committee? 

Mr. CRISSMAN. Just with the steering committee. 

• I I • 
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Senator KENNEDY. Would it have been· helpful if you had asked 
him about his work as the administrator of ETA? 

Mr. CmssMAN. It might have been helpful. 
Senat.or KENNEDY. But that was not done? 
Mr. CalssMAN. It was not done because most of the analysis on 

this review was performed after Mr. Green had left office. 
Senator KENNEDY. After he left office? 
Mr. CmssMAN. That is right. 
Senator l{ENNEDY. The only point I would make is this: I would 

think there • would be some value to interview the former ETA 
• officials responsible for program awards, at least to hear from 
them in terms of making the judgmeq.t. 

I have no further questions. 
The CH.uulAN. Senator Quayle? 
Senator QuAYLE. Thank you, Mr. Chairman. . 
You have made a number of recommendations for changes in 

procedure. Can these changes be made administratively, or are we 
going to need some statutory changes? 

Mr. DENSMou. They can be made administratively, Senator. 
Senator QUAYLE. In other words, you .are saying that it has been 

bad administration ancl rnan&gP.ment inefficency that have brought 
on these problems and there are no defects in the present legisla­
tion that we have? 

Mr. DENmou. There are no defects in the legislation. I think 
what we are talking about i$ poor grant and contract administra­
tion-lack of policies and procedures to adequately protect the 
interests of the Government. 

Senator QuAYLE. As we rewrite the. CETA law next year, would 
it be your recommendation • not to change any of the contract 
procedures for employment and training programs? 

Mr. PATrON. I do not think we would be in a position to comment 
on that at this time. 

Senator QUAYLE. Oh, come on. Help us out. 
Let me ask the question again. Is it just crummy administration, 

or are there some structural changes in the law that we are going 
to have to deal with? I think it is important for this committee to 
know. If you do not want to answer today, maybe the chairman 
could request you to submit it in writing for the record, but I think 
this is very fundamental. Are we just talking about administration, 
or are we talking about some legislative remedies? 

The CHAIRMAN. I agree with Senator Quayle. I think it is a 
fundamental question. Is the law directed too broadly, because it 
does not put in enough restraints, restrictions, or suggesticms; or 
does it give too much power to the Department of Labor to do 
whatever it wants to do? • . 

Mr. DENSMORE. To the best of our knowledge, Mr. Chairman, 
there is no problem with the grant and contracting provisions· in 
the legislation as it relates to the Department of Labor. It is the 
administration-the policies and procedures. • 

Senator QUAYLE. Just policies and procedures. SQ it would be 
your recommendation, in dealing with the legislation next year, 
that we do not need to really be that much concerned about chang­
ing the statutory language on contracting procedures for employ­
ment and training programs. Is that correct? 
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Mr. DENSMORE. That is correct, Senator. 
I think that if we felt legislative changes were required to correct 

the problems identified in our 2 reports we would have made 
recommendations to the Congress in that regard. Our recommenda­
tions were directed to the Secretary of Labor so that they could be 
made administratively. 
__ Senator QUAYLE. I would say the administration has got a lot of 
work to do then. 

Tb4nk you, Mr. Chairman. 
The CHAIRMAN. You are welcome, Senator Quayle. 
What you indicated, Mr. Densmore, is that you feel as though­

well_, all of you feel the procedures and the 11-dministration need to 
be tightened up. • 

Mr. DENSMORE. Yes, sir; that is correct. 
The CHAIRMAN. You are talking about the Department of Labor's 

Office of National Programs whicb administ.ers about $600 million 
each fiscal year in grant and contract awards under the Compre­
hensive Employment and Training Act and the Older Americans 
Act for Employment, Training, and Related Services. 

As I understand it, you undertook th.is review to assess how well 
the office carried out its administrative processes. Mr. Patton, you 
indicated that you felt that these mistakes, or these excesses, or 
these IWt:imanagement activities took place over the last 5 years. 

Mr. PATl'ON. Yes, sir; it could have been over that period of time. 
The CHAIRMAN. Could it have been longer than that? 
Mr. PATl'ON. I could not be certain on that. 
The CIIAm.MAN. I agree with Senator Kennedy: If you found that 

there was a mismanagement problem, I would hope you would 
refer this back to the Labor people. If there is a mismanagement 

• problem, I think you ought to chat with the managers themselves 
to point it out. 

Did you think that you really needed to do that in this case, or 
was this so easy to undel-'Stand that any manager should be looking 
at it? 

Mr. DENSMORE. We did not think, Mr. Chairman, that it was 
necessary to go back to the people that had been in the prior 
administration, because we were dealing with systems policies, pro­
cedures, and practices that have been carried out over a period of 
time. , 

The CHAIRMAN. In other words, when you did this review for me, 
it was after Mr. Godwin and Mr. Green had left? 
. Mr. DENSMORE. That is true on the CETA m and IV report-yes, 

sir. . 
The CHAIR.MAN. I see. So there is no reason to go back to them 

with regard to that? 
Mr. DENSMORE. That is correct. 
The CHAIRMAN. Were you investigating them and doing general 

analysis while they were in office? . 
Mr. DENSMORE. We were not investigating any specific individ­

uals. What we were looking at was the system by which Labor 
awarded its grants and contracts. 

The CHAIRMAN. I see. Are you telling me that the GAO really 
desires to stay out of those political decisions or decisions that 
regard management decisionmaking? 

. , I \ 
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Mr. DENSMORE. No. sir. I think we are talking about manage­
ment and ·decisionmaking that did take place. However. what we 
are pointing out is that there were a number of deficiencies in . the 
way the decisions were made. They did not have good contracting 
policies and procedures. • 

.The CHAIRMAN. Can you give us any reason. in your opinion. 
why they did not? • • 

Mr. DENSMORE. No, sir. 
I might say that some of the things that we are talking about 

here we have found in other Government agencies and other grant 
and contract work that we have done-the type of thing such as 
lack of justification for sole source awards. inadequate monitoring 
of performance, lack of evaluation of performance by the awardee. 
lack of submission of progress reports. and so forth. These are 
typical of other findings that we have had in other work through­
out the Government. So this is not unique to the Department of 
Labor. 

Senator Ki:NNEDY. What was the answer to that last question? 
What were you sayuig? -

Mr. DENSMORE. What we ~ sir. was that the types of problems 
we have identified are not unique to the Department of Labor. We 
have seen them in other agencies arid departments throughout the 
Federal Government where we have done contract work. 

In answer to the question that you asked before, what I could not 
give you was the. percentage. 

The CHAIRMAN. You mean to tell me this is a widespread • ap­
proach toward contract management in the Federal Government? 

Mr. DENSMORE. In a number of instances, if you go into other · 
departments and agencies, you will find these • and similar prob-
lems. . 

The CHAIRMAN. What you are saying then is that the taxpayers 
of America are basically being ripped off because of a lack of good 
management and controls. Are you not characterizing it that way? 

Mr. DENSMORE. What we are saying is that there is a . need to 
improve contracting policies and practices not only in the Depart­
ment of Labor but in other Government agencies. 

The CHAIRMAN. All right. You back that up with some statistics. 
You say that of the 479 awards in your sample universe only 130-
27 percent-contained evidence of cost evaluation. Would you think 
that to be a ,serious defect? , 

Mr. DENSMORE. Yes, sir. • 
The CHAIRMAN. Do r.ou think any manager in any business in 

this country would fail to look at cost evaluation aspects of his • 
business? 

Mr. DENSMORE. He should not. 
The CHAIRMAN. Should any manager in the Federal Govern­

ment? 
Mr. DENSMORE. No. sir. 
The CHAIRMAN. You say that 143 awards-30 percent of your 

sample-had documented technical · aspects, that is, work state­
ments and evaluations. That is a pretty small percentage, is it not? 

Mr. DENSMORE. Yes, sir. 
The CHAIRMAN. And you • are saying this is • similar in other 

departments throughout this Government? 
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Mr. DENSMORE. I am saying that you would fmd these and simi-
lar problems; but we cannot, once again. relate the percentages. 

The CHAIRMAN. Do you consider this serious? • 
Mr. ·DENSMORE. Yes, sir. 
The CHAIRMAN. Very serious? 
Mr. DENSMORE. Yes, sir. 

- . The CHAIRMAN. So do I. 
The award files you say also indicated that negotiations were 

conducted for only one-third of the awards. Costs were negotiated 
for 153 awards-32 percent. Is that serious? 

Mr. DENSMORE. Yes, sir. 
The CHAIRMAN. Very serious? 
Mr. DBNsuou. Yes, sir. 
The ClwaMAN. Does any of this shock you? 
Mr. DENBMou. No, sir. [Laughter.] 
The CHAIRMAN. Why does it not shock you, Mr. Densmore? It 

shocks the heck out of me, I will tell you. Why does it not shock 
you? . 

Mr. DENSMORE. Because we have seen similar situations in other 
places, Mr. Chairman. 

The ClwaMAN. Overall, .this is somewhat shocking? 
Mr. DENSMORE. Yes, sir. 

. The ClwaMAN. You are doggone right, it is. 
Let me ask you this: You say that negotiation on technical 

aspects occurred in 151 awards-32 percent. Where these activities 
did occur, they were often poorly documented and poor negotiating 
techniques were used. • 

What you are saying here is what this thing is all about-that is, 
we do not want this to happen again. In other words, .the individ­
uals may be incidental in this matter. We are not out here to try 
and malign anybody. We want to stop this stuff. We want to get 
the Government under control and get people so that they work in 
a dedicated fashion. There are many people in the Government, 
you are saying, who do work; but apparently there are some who 
are not doing it either in a dedicated fashion or in a competent 
fashion. Is that correct? 

Mr. DENSMORE. Yes, sir. 
The CHAIRMAN. OK. You also say 34 percent of the awards 

showed no evidence of monitoring, 47 percent showed little moni­
toring, , and only 19 percent showed regular monitoring. What do 
you think about that? Is . that serious? 

Mr. DENSMORE. Yes, sir. 
The CHAIRMAN. Would you want your business run that way? 
Mr. DENSMORE. No, sir. 
The CHAIRMAN. And 31 percent of ONP's awardees failed to 

submit most of these-"70 to 80 percent of the required progress · 
and fiscal reports for the latest performance period at the time of 
our review." Is that serious? 

Mr. DENSMORE. Yes, sir. 
The CHAIRMAN. Very serious? 
Mr. DENSMORE. Yes, sir. 
The CHAIRMAN. Is that not shocking to you? • 
Mr. DENSMORE. No, sir. [Laughter.] 
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The CHAnlMA.N. The reason it is not shocking is that it is. as you 
said, widespread throughout the Government. Is that correct? 

Mr~ DENSMORE. Yes, sir. 
The CHAnlMA.N. But the fact that it is widespread throughout the 

Government is shocking, is it not? 
Mr. DENSMORE. Yes,. sir. 
The CIIAmMAN. "Twenty-four percent did not submit most of the 

required report.a for prior reporting periods." Is that serious? 
Mr. DENSMORE. Yea. sir. . 
The CHAnlMA.N. Could you run a.,business that way? 
Mr. DENs11ou. No, sir. 
The CHAnlMA.N. "In only 17 percent of the cases where most 

report.a were not aubmitt.ed did we find evidence that ONP tried to 
obtain the miming reports." Is that serious? • 

Mr. DENSMou. Yes, sir. . 
The CHAnlMA.N. You said that based on your sample. 82 percent 

of. ONP's awards were renewals. I know this may be an unfair 
question-lillld you can answer it that you think it is unfair-but 
would you have issued renewals under those circumstances? • 

Mr. DENSMORE. I think the point we are trying to make, Mr. 
Chairman, is that when you are going to renew, it would be a good 
practice to evaluate the awardee's performance to see whether or 
not he is doing • an • adequate job and should have the grant re­
newed. If he is doing an inadequate job, you may w~t to think 
about another awardee to perform the award. 

The CIIAmMAN. Would you make awards if you did not have this 
kind of evaluation-the kind that you are suggesting should have 
been changed at the Department of Labor? 

Mr. DENSMORE. No, sir. 
The CIIAmMAN. Thank you. 
Senator Kennedy? 
Senator KENNEDY. With all respect, I think you were doing a 

review at a time when individuals who had had responsibility for 
those departments; had left the Government. Since what happened 
during their service is obviously going to reflect on them and their 
professional careers, it does seem to me, just as a member of this 
committee, that it would be useful, wise, and helpful to this com­
mittee that those- individuals be asked about the reasons for the 
problems that you have identified here. They are out of Govern­
ment; they are doing other things. We are t~ to Qlake the 
judgment whether these are administrative deficiencies. Some have 
suggested that they are individual deficiencies. 

In any event, you are not an investigative in that sense or 
prosecutorial part of the Government, but I do think that in fair­
ness to those individuals it is valuable to have that information. 
• The other point is this: We are talking about sole source con­

tracting; and as I understand it, the Defense Department has 12 
million contracts of which 60 percent are sole source, amounting to 
$45 billion in 1980. 

Every time they give a . sole source, they publish that. They give 
30 days of public notice. It does not prohibit the sole source, but it 
does require notification, so that interested commi~ or others in 
the Department who have responsibilities, have the opportunity to 
examine that. Maybe that is a useful step. 
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It does seem to me that given your responses to these questions 
our committee ought to be willing to work with the Government 
Operations Committee of the Senate and the House equivalent as 
we view the contracting procedures for all agencies of Government 
and make some recommendations. 

I just want to· indicate to you, Mr. Chairman, that I would be 
more than willing to work closely with you and the other members 
of this· committee to see what can be done in terms of the contract• 
ing procedures, whether it applies to these programs or other pro­
grams, and see if we cannot find ways to try to insure that the 
kind of ~ht process and procedures are established to insure that 
the public s funds will be protected. . 

No one who listened this morning could help but be enormously 
distressed by the failure of procedures in the past. How long that 
has gone on, I guess that is difficult for us to assess. The fact is 
that it has gone on, and it is unacceptable, and the indications of 
these witnesses that it is going on in other agencies of Govt!mment 
make it totally unacceptable as well. . 

I would certainly hope that on this important issue we would not 
just let this thing go by, with one hearing where everyone is in 
here today and out tomorrow. We have some very important re­
sponsibilities that we have been reminded of- in the course of this 
hearing, and I just want to . indicate my full cooperation and sup­
port in seeing what can be done, whether in this Agency or any of 
the agencies we have jurisdiction over, or the extent to which we 
can work with our other colleagues to try and remedy this situa­
tion. · 

I want to 'thank the panel for their appearance here. 
The CHAIR.MAN. Thank you. 
Senator Quayle? 
Senator QuA YLE. Let me just ask one further question. Do • you 

feel that the Department of Labor has failed to set aside enough 
resources, personnel, and money to properly administer the con-
tract procedures? . 

Mr. DENSMORE. We did not address that, Senator; and I do not 
think we can really answer that with any basis. 

Senator QuA YLE. In other words, you do not have any comment 
on whether they jn · fact paid enough attention in the matter of 
personnel and availability of money to make sure there was proper 
monitoring, evaluation, and onsite inspections? • 

The CHAIRMAN. That is a ·good question. They had people in 
place, did they not? There are all these jobs that could have done it 
if they had wanted to do it, could they not? 

Mr. DENSMORE. Yes, sir. There are people who · do have that 
• responsibility. 

The CHAIRMAN. And they are being paid by the Federal Govern­
ment-some of them quite well-are they not? 

j ' 

• Mr. DENSMORE. That is right. The question that we cannot 
answer is, do they have enough staff and funding for monitoring 
purposes. We did not address these questions in our work. What we -
found was a number of cases where proper award procedures were 
not being followed. 

Senator QUAYLE. But they had the personnel to do it. It just 
simply was not being done? 
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Mr. DENSMORE. They had the personnel certainly to do much 
more of it than was being done. I cannot answer whether or not 
they had enough to do everything that should have been done. 

The CHA.mMAN. All right. That is fair. 
We want to thank you, and I want to personally thank Senator 

Kennedy for his cooperation and recognition that these hearings 
are important. -

I encourage all of our colleagues in the .other committees as well, 
just from listening to you today, that we ought to be holding these 
oversight hearings, and we ought to . see that this type of contract­
ing stops and that we get some sense into the Federal Government 
and into the utiliz.ation of taxpayer funds. 

Everybody gets irritated, and some people may get maligned, 
because of improper procedures, improper methods, improper man­
agement, and improper administration in these areas. It is not fair 
to anyone concerned. 

I think that if these hearings have one aalutory effect it is going 
to be that I think everybody in the Federal Government is going to 
have to start thinking twice before they ignore normal and reason­
able management processes and procedures with regard to giving 
out taxpayer moneys. 

In this particular case, I am shocked by the fact that $455,000 
goes out to allegedly help people get jobs and not one person gets a 
job in 10 months. I think of little programs all over this country 
where they are really busting their guts to get some of these young 
kids jobs, especially these young blacks-46 percent unemployed 2 
months ago, and 37 percent now-and we blow $500,000 down the 
drain because of improper management techniques. . 

This kind of stuff,J think, has got to stop; and this committee is 
going to do everything in its power to get it to stop. And you 
fellows have played a very important role in this process today. I 
think your testimony goes beyond this committee. 

It is shocking that it occurs in the Department of Labor, but it is 
also shocking that it is occurring elsewhere throughout Govern­
ment-this albatross that every one of us pays for. 

Thank you so much. We appreciate your coming. 
[The prepared statement of Mr. Ahart follows:] 
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STATEMENT or GuaoaY J. A.llA.JtT, Diucroa, HuMAN RESOURCES DlVlSION, 
GENDAL AccouNTtNG OmCE 

Hr. Chairman and C01111:1ittee members, we are pleased to be 

here today to discuss our two recent reports on Labor's admin-
, 

istcation o'f its employment and training activities under titles 

III and IV of the Comprehensive Employment and Training Act of 

1973 (CETA) (29 U,S,C. 801, as amended by Public Law No. 95-524), 

CETA was enacted to provide job training · and employment opportu­

nities for economically disadvantaged, unemployed, and under­

employed persons and to assure that training and other services 

lead to maximwn employment opportµnities and enhanced self­

sufficiency. Both reports pointed to weaknesses in Labor's 

awa~ds practices which could h&111per it in achieving the act's 

objectives. 

The first report, issued to you as Chairman of the Committee 

on August 28, 1981, is entitled •Labor Needs to Better Select, 

Monitor, and Evaluate Its Employment and Training ,wardees• 

(HRD-81-lll), This report was our first comprehensive look 

at how the Office of National Programs, hereafter referred to 

as ONP, within I.abor's Employmen't and Training Administration, 

administers its grant and contract awards. ONP administers 

several programs for persons with severe disadvantages in labor 

markets through four program offices under authority contained 

1n CETA title III, It also adainisters a program authorized by 

title IX of , the Older Americans Act (42 U.S.C. 3001 and' 3056), 

as amended by the Older American Amendments of 1975. 

Our second report, sent to you on August 31, 1981, is 

2nt1tled "Information on Funding Commitments From Comprehen-

5ive £mployment and Training Act Titles III and IV During 

I ' 
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Fiscal Year 1981• (RRD-81-145). This report discussed how 

Labor made many awards during the closing months of the past 

administrat~on. These awards were administered by ONP under 

_fETA title III and by the Employment and Training Administra­

tion's Office of Youth Progr-• under CETA title . IV. Title IV 

provides for a broad range of eaployment and training programs 

to improve the -ployability of youths and to experiment with 

aethoda for achieving this objective. While aany of the awards 

ve reviewed were for youth programs, the award documents were 

signed by .three ONP officials. Thia was done . because Office 

of Youth Programs• officials were not delegated authority to 

sign grant or contract awards. 

•LABOR NEEDS TO BETTER SELECT, 
MONITOR, AND EVALUATE ITS 
EMPLOYMENT AND TRAINING AWARDEES• 

The objective of our August 28 report was to cooprehensively 

evaluate how ONP administered its employment and training awards. 

We reviewed a statistical suple of 175 awards from an estimated 

universe of 479 awards made in fiscal year 1979. The 1979 awards 

were chosen because, at the time of our fieldwork, the awards 

were in place long enough to enable us to evaluate ONP's adminis­

tration of them. We made a statistical sample and were able to 

project our sample results to the universe of 1979 ONP awards. 

Since we were interested in ONP's administrative practices 

for awarding and administering its awards, we did not visit 

awardees to assess how well the service deliverers carried out 

award activities or to what extent the client populations 
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benefited. We found a number of weaknesses in ONP's procedures 

and practices throughout the award process. ONP 

--often used sole source awards without adequately 

justif.ying them: 

-racely evaluated or negotiated award proposals 

sufficiently before funding them: 

-sometimes authorized, without adequate safeguards, 

awardees to start work before the award was finalized: 

-did not consistently and adequately monitor awardee 

performance to insure award terms were met: and 

--seldom evaluated awardees before renewing their 

awards. 

use of sole source awards 

Offering all qualified individuals or organizations the 

opportunity to compete for awards is an accepted principle for 

obtaining better work agreements and/or lower costs. While 

occasionally competing for awards is not practical or appro­

priate, we believe the principle of open competition should 

be the preferred method for making awards. Because of the 

advantages of competitively made awards, any sole sourcP. award 

should be fully justified as to why no other potential awardees 

were considered. 

ONP did not make extensive use of competition and seldom 

adequate! :· Justified its sole source awards. Overall, ONP con­

sidered more than one applicant only 21 percent of the time 

( 102 awards). Of the other awards, about 50 percent (237 
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awards) were made based on formula allocations, l/ and ~9 percent 

(140 awards) were made on a sole source basis for special proj­

ects 1/ without considering other organizations. For the special 

project awards made on a sole source basis, the records seldom .. 
indicated why ONP did not consider other potential awardees. 

Evaluating proposals and 
negotiating with applicants 

Labor regulations require that each funding proposal contain 

a narrative description of the proposed program and an adequate 

budget justification. Before making . the award, ONP should fully 

evaluate both the cost and technical aspects of the proposal. 

When problems are identified, ONP should negotiate with the 

applicant to reach the most advantageous agreement to the 

Government. 

Of the 479 awards in our sample universe, only 130 award 

files (27 percent) contained evidence of cost evaluation and 

only 143 (30 percent) documented technical aspects (work state­

ments) of the evaluation. Award files also indicated that 

negotiations were conducted for only one-third of the awards: 

costs were negotiated for 153 awards (32 percent), and negotia­

tion on technical aspects occurred in 151 awards (32 percent). 

Where these activities did occur, they were often poorly docu­

mented and poor negotiating techniques were used. 

1/These awards were made oy allocating funds to eligible and 
- qualifying organizations based on the size of the population 

to be served and, for Indian programs, income and unemploy­
ment levels. 

2/Other than formula awards and awards for nationally competed 
- farmworker projects. 
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In addition, many of the awards approved by ONP did not 

adequately describe what the awardee proposed to do or justify 

the planned, use of funds. Proposals contained vague narrative 

program descriptions, and salary schedules were often wrong. -. 
In a few cases, awards were made with no justification as to 

~ow funds would be used. For example, the work statement for 

a Sl.3 oillion award to provide job training in the automotive, 

agricultura~ implement, and aircraft industries did not specify 

any skills or trades the enrollees were supposed to learn. In 

another case, a $2.3 million award had net budget errors of 

nearly $1.6 oillion in the original award and subsequent 

modifications--$688,700 in the original budget,' S484,800 in 

the first modification, and $394,700 in the second modification. 

The errors were rnade primarily in computing enrollee wages and 

fringe benefits. 

Preaward work authorizations 

One of ONP's program offices often provided its potential 

awardees with preaward work authorization letters 1/ allowing 

!/Federal Procurement Regulations (41 CFR l-3.408) and Labor 
- procurement regulations (41 CFR 29-3.408) authorize the use 

of a •1etter contract• as a preliminary contractual instru­
ment which authorizes the contractor to start work when (ll 
the interests of the Government demand that the contractor 
be given a binding commitment so that work can start 
immediately and (2) negotiation of a definitive contract 
to meet the procurement need is not possible. ONP issued 
both "letter contracts• and •1etter grants" in our sample 
univ~rse. An official in Labor's Office of the Solicitor 
told us that there is no specific authorization for an ar­
rangement similar to a •letter contract• which will result 
1n a grant. However, he told us that, since "letter con­
tracts" are binding contracts, "letter grants" would also 
be viewed as binding grant awar1s. Since the purpose of 
the letter contract and letter grant authorizations was 
the same, we are calling them "preaward work. authorization 
letters." 
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them to start work and incur coats before the actual awards 

were finalized. 

Labor'• Acting Solicitor at the time of our review told 

us that the preaward authorization letters constitute binding 

_agreements between OHP and avardees and legally obligate ONP 

to. reimburse award••• for allowable costs incurred before the 

awards are finalized. The Acting Solicitor also told -us that, 

if negotiations should fail to produce an award, ONP would be 

legally required to pay any progr&Jll costs incurred by the 

awardee up to the point of denial. 

None of the ONP preaward authorization letters contain_ed 

sufficient language to protect the GoverMent's interests, 

Examples of safeguards that were seldom found in the authoriza­

tion letters included a dollar limit on costs authorized to be 

incurred~ a statement of work to be performed, and a cutoff 

date for the authorization. 

Monitoring of avardee progress 

Monitoring is the process by which the Govern~ent reviews 

awardees' progress to make certain that it receives the goods 

or services for which it pays. ~ovever, the award files in 

our sample universe shoved little evidence of active monitoring, 

through trips, correspondence, or other Labor-initiated contacts 

with the awardees. Thirty-four percent of the awards showed no 

evidence of monitoring, 47 percent showed little monitoring, 

_and only 19 percent showed regular monitoring. While a primary 

method of monitoring is reviewing avardees' progress reports 

required by award terms, 31 percent of ONP's Jwardees failed to 
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submit most (70 to 80 percent) of the required progress and fiscal 

reports for the latest performance period at the time of our 

review. Twenty-four percent did not submit most of the ·required 

reports for prior reporting periods. In only 17 percent of the 

cases where most reports were not submitted did we find evidence 

that ONP tried to obtain the missing reports. 

Finally, when ONP representatives identified awardee 

problems, they did not always attempt to resolve them. In addi­

tion, we found many problems that the representatives had not 

identified. 

For example, although one awardee's statement of work 

showed it would undertake eight tasks, the files showed no 

ev"idence of anything being done on seven of the tasks. The 

ONP representative said that he had done nothing regarding 

the apparent lack of activity on the seven tasks. 

Evaluating project performance 
oefore renewing awards 

A major factor in a renewal decision should be the awardee's 

performance under the preceding award. However, ONP did not 

require that awardees' performance be evaluated before the ·awards 

were renewed. Based on our sample, 82 percent of ONP's awards 

were renewals, and only 13 percent had any meaningful evaluation. 

Lack of separation of grant and 
contract management from program 
manaQement responsibilities 

Most of ONP's problems stemmed from Labor's failure to 

separate grant and contract management responsibilities from 

program responsib i lities. The ONP officials charged with 
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insuring that good award management practices were followed 

were also responsible for accomplishing program objectives. 

Labor specialists in grant and contract management were seldom 

involved in ONP award activities. Consequently, most of th• 

award activities, such as evaluating_ and negotiating proposals, 

were handled by program staff who placed little emphasis on 

following good grant and contracting practices. 

Recollllllendations and 
Labor response 

As a result of the problems we found, ve made several recom­

mendations to the Secretary of Labor. Among these are that the 

Secretary direct ONP to 

-make greater use of competitive awards for its special 

projects and fully justify any sole source award, 

-req~ire progru offices to fully carry out and document 

all evaluations of proposa·ls and negotiations with 

applicants, 

-111equire that preaward authorization letters specifically 

state what the Government and awardees have agreed upon 

to protect the Government's interests, 

--place a greater emphasis on it~ monitoring activities, 

and 

--prepare written assessme~ts of an awardee's performance 

under prior awards before refunding the awardee. 

The Secretary should also separate ONP's grant and contract 

management functions, including grant and contracting officer 

authority, from its program management responsibilities. 

- 8 -
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Labor has responded positively to our recommendations and 

is taking actions to implement them. 

•INFORMATION ON FUNDING COMMITMENTS 
FROM COMPREHENSIVE EMPLOYMENT AND 
TRAINING ACT TITLES III AND IV 
DURING FISCAL YEAR 19811 

The primary objective of our August 31 report was to address 

concerns relating to Labor's C~A titles III and IV awards from 

September l, 1980, through January 31, 1981. We made a detailed 

analysis of a selected sample of awards and reviewed the opera­

tion of the CETA title III/IV steering committee. 

Detailed analysis of a 
selected sample of awards 

The sample chosen consisted only of awards administered 

by ONP and the Office of Youth Programs because these offi7es 

administered 89 percent of the titles III and IV discretionary 

funds during the specified time frame. We identified a universe 

of 193 awards, 88 administered by ONP and l0S by the Office of 

Youth Programs, and subsequently analyzed 15 ONP and 19 Office 

of Youth Programs' awards. 

Detailed analysis of these 34 awards!/ further substan­

tiated the findings contained in our earlier report and showed 

that good contract and grant procedures were not always adhered 

to during the award process : Following are some examples. 

Examole A 

The purpose of the proposed Sl75,790 award was to study 

alternatives for increasing the employ~bility of disadvantaged 

1/ The awards involved 16 awardees in that some received 
- multiple awards. 
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adolescent mothers by _identifying resources and developing 

resource directories to provide career infon11ation and guidance. 

Our review sboved: 

-The Office of Youth Programs' representative responsible 

for this contract rec0111111ended against the award and 

never coapleted the negotiation because (1) the proposed 

statement of work faile,d to present a sufficiently 

understandable and defensible approach and (2) the 

objectives were •a mishmash of evaluation, technical 

assistance and direct provision of services.• 

--The former Administrator of ONP forwarded a preaward 

authorization on January 15, 1981, to start incurring 

costs of $20,000 for the period January 19 through 

February 18, 1981, despite the Office of Youth Programs' 

representative's recommendation against the award. 

-The Office of Youth Programs' representative said there 

was no apparent reason for Labor to award this contract 

because of its limited impact upon the labor market. 

--on April 2, 1981, Labor notified the awardee by tele­

gram that the award was being terminated for the 

convenience of the Government. According to a Labor 

contracting services official, Labor paid the awardee 

$27,953 and closed out the award. 

Examole B 

The awardee was a design, engineering, and analysis firm 

specializing in solar environmental systems, energy technoloqy 

- .1.0 -



studies, and product servicing and marketing. The company is 

a custom manufacturer/fabricator of energy sys~ems and devices. 

One of, the contracts this awardee received during the 

~pecified time frame was for S4SS,570, covering the period 

October 15, 1980, to October 14, 1981. The award was finalized 

on December 9, l9RO, for the purpose . of establishing a Hispanic 

referral and recruitment system to increase the employment 

opportunities for professional Hispanics in the Federal Govern­

ment. Our review showed: 

--Even though the ONP representative responsible for this 

contract was concerned about the contractor's capability, 

the project was funded at the insistence of the former 

Administrator of ONP. 

-According to the ONP representative, the negotiations 

took place on December 5, 1980, about 2 months after 

the effective date of the award, 

--According to the ONP representative, as of August 13, 

1981, no one had received employment as a result of 

this award, 

--In a July 10, 1981, telegram, the awardee was informed 

that the contract will not be refunded or extended 

when it expires in October 1981. 

Operation of the title .III/IV 
steering committee 

Another concern related to the operation of a special 

departmental committee established to review grant and contract 

proposals. Our work showed that, through a September 25, 1979, 
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memorandum, the Secretary of Labor established a steering com­

mittee to oversee the use of CETA title III discretionary funds. 

In this me110randum the Secretary designated four individuals to 

sit as a c~ittee to approve or disapprove expenditures related ._ 

to the approved fiscal year 1980 title III funding plan. The 

funding plan i• tbe doc1.111ent that ONP prepare• as a guide detail­

ing the projects this office hopes to fund during the fiscal year. 

This conaittee also approved or disapproved awards from the CF.TA 

title IV funding plan, although we found no similar memorandum 

authorizing this action. 

We contacted each of the four cOINllittee members to discuss 

their role and responsibilities. One member declined to talk with 

us. The other three generally thought that their role and respon­

sibilities were (l) to review the award proposals for merit from 

their respective organizational positions and (2) to ensure some 

measure of accountability of the funds being spent. The decisions 

they made on the award p~oposals were done on a consensus basis 

and not by voting. 

We found no written criteria to explain .why these individ­

uals were appointed, no dates for their terms of appointments, 

and no written operating procedu~es detailing how they were 

supposed to carry out their responsibilities. 

Our review showed that determining if steering committee 

actions were appropriate was difficult because records of meet­

ings were not well maintained. According to an ONP official, 

separate minutes were to be kept on titles III and IV award 

actions. The title III minutes do reflect what proposals were 
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considered and what actions were taken: however, the minutes do 

not show who was present, what was discussed about each proposal, 

or how the decisions were made. Meetings regarding title IV, on 

the other hand, had no recorded minutes. ~ccording to a former 

assistant to the conanittee, only handwritten notes were kept on 

the proceedings, and these were destroyed once the appropriate 

title IV program staff were notified of the committee's actions. 

CURRENT ADMINISTRATION ACTIONS 
IN RESPONSE TO GAO'S REPORTS 

Labor's Employment and Traini~g Administration established 

a task force to address the problems we found. The task force . 

was comprised of Labor officials with diverse skills, including 

specialists in contracting, financial management, manager:1ent 

analysis, and program assessment. The task . force is developing 

a directive designed to establish procedures for improving the 

Employment and Training Administration's awards process, which 

includes ONP and the Office of Youth Programs. 

We have met and discussed the proposed directive with Labor 

offi~ials on several occasions. Although at the time of our last 

meeting the d.irective had not been finalized, the actions Labor 

officials told us they planned to take appear to be an effective 

means of improving the administration of its award activities. 

Mr. Chairman, that concludes our statement. We will be 

happy to respond to any questions you or other members of the 

Committee may have. 
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H~•r., OEL. IVtffl 

0CtOMt" 2, 1981 

TIie Hllnoreble Orrl11 ;. Hetc11 
Chai,_ 
C..lttN OIi I.nor 811d 

~.-.-n:ea 
Ulllfed Stet• SeMt9 
-.111111gton, o.c. 20510 

Deer- Mr-. Cllel,_1 

Your- letter- of Sep'tlllMI" 24, 1981, adelrnNd to the becutlff 
Dlrec:1or' of PUSH For- Excell-, IIIC., hes ._ ti"" to .. tor­
an•wer end NPly. 

TIie Nrller- letter fl'OII yoi,r- CalalttN, dsted July 10, IHI, 
... ,1- to the Collptr-ol ler of our Of"t9IIIH'tlOII for- .... pclllM. 
Ullfor-tU118tely, ""'· AsllfOf"d, the c:owptr-oller Nt with Ills untl .. ly 
deeth llefor-e lie we1 Ible to rn,ond. This auHd the delay, 

111 enswr to your- questions, we wish to flm rtat• thet we 
.,.. wll 11119 to eooper-ate fully with your-.C-lttN. AIIO, I 
wlah to state that with ,..,peet to the Labor- Depel"taellt Gr-ant 
(C%1'A> Mde to flUSH For- ~ell-, l11c., the folio-Ing facts aN 
stated Ill l"eSpollH to your- q-tlons. 

C 1 > The tl"ellt WI -l"ded 111 ald-Je-ry 1981 . 

12> PUStf For- bcellellea, Inc., OIi Its _.., t-lMted 
the tl'illlt OIi SeptMber 29, 1911. 

(3> As of thll wr-11'1119, f'USH For- Excell-, Inc. , 11 
IIO't edftll11lster-l11g a C%1'A grwrt . 

fFfC~lJ!CE£ 
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The Honor■bl ■ Orrin G. H■fch 
October 2, 1911 

Peg■ Two 

(◄) PUSH For Exc■ ll ■nc■, Inc., has l'IOf enf■r-ed lrrto 8ftV 
sub-contract nor "aecond , I er" <aub-aub) con,,..c,. 
Further, we do net prH■nfly hav■ ■ny Hrvlc• proJeet 
contr9c:ta nor did w■ ■nfer Into ■ny during the ti• 
the grwrt wa active. 

15) In vi■- of our ■naw■ra given ■boV■, It I ■ ■vlel■nt that 
w■ have not •Cl■ ■ny p■ 'fll■"tl to au~r9C't0ra. 

Should you have 8ftV further quHtlona plNH Cllr.ac:t tha 
to - •' •v ■dcll"fta lndlc:eted below • 

Hanel Cl■ 11 v■r■cl cop In to: 

. ,.., 
Aulst■ G■Mnl OIMIMI 
Sult■ 1600 
The I llialnatlng lkllldlng 
55 Public Sque,.. 
Cleveland, Ohio "11' 
(216) 2'1•1135. 

Mr. D■11 GIii / 
Mr. Ray Mol l ■nhoff 
eo.lttH on l.■ bOI" ■nel "'"■n aesourc■s 
Ma. Maggi ■ PNk, Acting C-,froll■r, 

0p■ r9tlon PUSH, Inc. 
J-1 L. Felder, Esq., Vic■ Prnlcl■nt 

for AdMlnlstr9tlon 
Operation PUSH, Inc. 

.. . 
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The CIIAraMAN. Our next witness will be the Assistant Secretary 
for Employment and Training, Mr. Angrisani . . 

Mr. Angrisani, would you raise your right hand? Do you swear to 
tell the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr . .ANaB.ISANJ. I do. 
The CIIAraMAN. Thank you. You may proceed. 

STATEMENT OF HON. ALBERT ANGRISANI. ASSISTANT SECRE· 
TARY FOR EMPLOYMENT AND TRAINING, DEPARTMENT OF 
LABOR 
Mr. ANGIUSANL Thank you, Mr. Chairman. 
I am pleased to appear before you today to discuss the funding 

and management of discretionary programs under titles m and IV 
of the Compreh~nsive Employment 8.Jld Training Act-CETA. 

This administration, as you well know, is dedicated to the effi­
cient and effective operation of all Federal programs. . It is our 
intent at the Department of Labor that CETA programs be operat­
ed in the most coat-efficient manner possible and that programs 
achieve the stated goals of the act. · Our managPment of CETA over 
the next year will continue to be directed at realizing these pur-
poses. . . 

The integrity of the Employment and Training Administration's 
management of CETA discretionary programs bas been . of great 
concern to me since my first day in office. When I arrived at ETA I 
quickly became aware that there was considerable confusion in 
contracting and funding of these programs. Specifically, the follow­
ing situation became apparent t;o me: 

Spending plans for discretionary programs under CETA titles m 
and IV were apparently oversubscribed by approximately $42 mil-
lion. • 
• In many instances, proper contracting procedures were apparent-

ly not followed. • • 
There were no clear audit requirements or performance stand­

ards for contract.ors. 
There was extensive reliance on noncompetitive or sole-source 

funding of discretionary programs. • 
Letters and telegraphic contracts were frequently and inappro-

priately utilized. · 
There was no systematic monit.oring of contract.ors and grantees. 
My early perception of this situation has now been confirmed by 

two recently released reports of the General Accounting. Office-­
GAO-On this subject which were discussed earlier. These two 
reports, along with followup consultations with GAO staff, have 
given us valuable insights as t;o the shape and dimensions of the 
internal management problems related t.o our CETA titles m and 
IV discretionary programs as well as useful guidance on how these . 
problems should be remedied. ' 

Bringing order t.o the CETA titles m and IV discretionary pro­
grams, was one of the greatest challenges I faced during my early 
weeks in office. I think that this challenge was met in a way that 
reflects great credit upon the Department. I would now like to 
summarize the actions that were tak.~n in those early weeks. 
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On January 21, 1981, our first day in office, an immediate freeze 
on any further obligations of Federal funds was imposed. This step 
was taken on the basis of information that procurement activities 
for CETA titles m and IV discretionary programs were out of 
control. Available resources and spending plans apparently had 
been oversubscribed by a wide margin. Within days, ET A staff 
developed reports on the extent to which these funding plans were 
oversubscribed as well as a complete inventory of the hundreds of 
contracts and grants that were "frozen in the procurement pipe-
line." , 

Over the course of the following 10 weeks, we undertook a review 
of each grant and contract that had been awarded under the fiscal 
year 1981 budgets for discretionary resources under CETA titles m 
and IV. I personally supervised this process and spent much time 
reviewing information and assessments concerning several hundred 
grants and contracts. 

As a result of our review, we terminated more than 20 contracts 
and reduced the funding levels for more than 100 others. All other 
contracts were short-funded only through the end of the year (or 
sooner, in some cases) to allow sufficient time for a more thorough 
review of the contracts. 

At the same ·time, we instructed staff to evaluate the perform- . 
ance of each discretionary program contractor and grantee and to 
thoroughly review any audits of these contractors and grantees 
prior to future funding. . 

By the end of March 1981, we had arrived at new spending plans 
for both CET A titles m and IV discretionary programs that were 
not only in balance but also desiped to bring about a smoother 
transition to the reduced funding • 1evels projected for fiscal year 
1982. That we had regained control over our budget was amply 
demonstrated by our ability to absorb the midyear rescissions of 
$17 .5 million from title m and $50 million from title IV in a 
manner that resulted in minimal disruption to program operations. 

While we were able to handle the immediate situation through 
these concerted management actions, we also needed to change the 
system to insure that such problems would not happen again. 
Therefore, we undertook a review of contracting procedures in ET A 
and found them deficient in a number of respects. 

For example, there was no tightly controlled formal process gov­
erning contracting. Therefore, I established a task force to develop 
a new process and procedures to be used by ETA staff for develop­
i11g, awarding, and overseeing individual contracts and grants m 
ETA. . 

The task force worked under my direct oversight and included 
highly qualified Department of Labor employees having expertise 
in Federal procurement procedures, financial management and 
control, general administration of employment and training pro­
grams, and management analysis. The task force also worked close­
ly with staff of the Office of the Solicitor on clarification of legal 
issues and with the Office of the Inspector General for advice on 
audit and investigatory matters. 

I directed the task force to design a system to insure proper '-
monitoring, auditing, and followup. Where this . was not done for-
mally, there would be required notification to my office and the 
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Office of the Inspector General. The goal is to have procedures in 
place making it clear exactly what is to be done and, where those 
procedures are not followed, to require an explanation and justifi­
cation to the Assistant Secretary as to why they were not. 

The new procedures are being implement.eel through the issuance 
of a formal standing agency directive, thus helping to insure a 
long-lasting impact in terms of avoiding future recurrences of the 
problems I have mentioned. I have already sent a copy of the draft 
directive to the committee and would be pleased to make an updat­
ed version available today. It also has been shared with the GAO, 
the Inspector General, the Solicitor of Labor, and other · congres­
sional committees. We have received a . number of useful ·sugges-
tions and me in the -~ them in the directive. 

I believe this directive will en ETA's award and adminis-
tration of contracts and grants in e .following areas: 

First, a more formali:r,ed and open proce• for funding titles m 
and IV discretionary programs, I am instituting a formalized inter­
nal planning process to determine which programs are to be 
funded under the discretionary account. The formal plan will be 
utili7.ed as the sole basis for funding discretionary programs under 
titles m and IV. After the plan is approved at the departmental 
level, it will be shared with 0MB and the Congress. Anyone wish­
ing to have a proposal funded will have to go through this formal 
planning process or an amendment to the plan. · 

Second, more extensive use of competitive procedures · to award 
contract grants. As a result of my direction it is now ETA's policy 
to make maximum use of competitive award procedures when issu­
ing contracts and grants. · . 

The CaAIRMAN. I am glad to hear that. 
Mr. ANaRISANI. Except for those programs that, by law or OOL 

regulations, require the issuance of grants to agencies or organiza­
tions on a formula basis-for example, CET A prime sponsors and 
State employment security agencies-it is now our policy to require 
all awards to be made competitively unless it can be unquestiona­
bly justified and documented that a noncompetitive contract or 
grant would be in the best interests of the Government. 

Third, more rigorous assessment of performance demonstrated by 
contractors and grantees before funding is re~ewed. We are now 
requiring that the performance of individual contractors and grant­
ees be assessed and documented in · detail before any decision is 
made to issue them new funding agreements. This applies to old 
contractors as well as new ones. f would like to emphasu.e that this 
assessment process will include determinations as to whether or 
not the contractors and grantees have fulfilled their responsibilities 
relative to audit resolution and debt collection. Preaward reviews 
will be required • to determine the financial management capabili­
ties of new contractors or grantees with whom the Agency contem-
plates doing business. . 

Fourth, more thorough evaluation and negotiation of contract 
and grant proposals. At my direction, stricter evaluation standards 
are being issued to insure that contract and grant proposals are 
thoroughly evaluated by ETA staff and that negotiations with pros­
pective contractors and grantees are conducted. in a · rigorous 
manner and are properly documented in the official written re-
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cords. Putting these standards in place will insure that there is a 
detailed, documented audit trail in the procurement process. 

Fifth, more appropriate use of letter and telegraphic contracts. 
We will minimize the use of letters and telegrams that authorize 
contractors and grantees to begin work and incur expenses before 
their funding agreements have been fully executed. Given the fact 
that such letters and telegrams will be necessary on certain occa­
sions, we have also established guidelines requiring that they in­
clude appropriate terms and conditions that will protect the inter­
ests of the Government. 

Sixth, improved onsite monitoring of contractors and grantees. 
We have established new standards that will serve to increase the 
frequency and quality of the onsite monitoring that is conducted on 
our contractors and grantees. We plan to monitor each contractor · 
and grantee onsi~ at least once a · year. Also, Federal staff who 
CQnduct monitoring visits will be required to prepare written re­
ports of their findings for prompt review and action by their super­
visors. 

Last, a methodical review of financial and progress reports sub­
mitted by contractors and grantees. New procedural requirements 
are in effect to insure that written financial and progress reports 
submitted by contractors and grantees are promptly and carefully 
anal)'7,ed by assigned Federal staff. Steps have also been taken to 
insure that delinquent reporting by contractors and grantees is 
detected and remedied early on. 

In addition to these procedural reforms, I also intend to adopt 
the GAO recommendation to separate the Office of National Pro­
gram's grant and contract management functions from its program 
management functions. The award management function, includ­
ing grant and contracting officer authority, should be independent 
ofONP. 

... . 

The CHAIRMAN. Mr. Angrisani, we will put your full statement in 
the record, without objection. I wonder if, in the interests of time, ' 
you could summarize the rest of it so that we can ask some ques-
tions? • 

• Mr. ANGRISANI. OK. ff I could just take a second, I will summa­
rize this then. 

Those are largely the changes we plan to make. 
One other point I would like to touch on concerns some of the 

• changes we have made in the audit resolution process, which is 
also in my statement, Mr. Chairman. We had some 600 backlogged 
audits that had been unresolved. We-Secretary Donovan and I­
pledged to the Congress during last year's appropriations process 
that we would r~lve those audits and bring ourselves to a current 
status. 

We have done so. We have resolved the audits. Our task force is 
currently in place to continue into future actions on audits; and we 
feel at this point in time, Mr. Chairman, that we have proposed 
and put in place efficient protections to guard against the problems 
I have outlined and to bring ourselves current on audit backlogs. 
We are in an excellent position to move forward into the future , 
with the programs I have outlined to you here today. 

[The unstated portion of Mr. Angrisani's prepared statement 
follows :] 

" i 
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FROM THE PuPAUD fh-ATDDNT OP Ma. ANORJSANI 

I fully 1ubscribe to the basic thrust of this recommendation-which is that ade­
quate internal checks and balancea cannot be maintained if an exce■sive degree of 
authority is concentrated in the baada of a angle official. On this point, I assure 
you of my commitment that the new orpaiutional structure of ETA will ' aeparate 
functions recommended in the GAO report. The procedure■ we are putting in place 
respond not only to GAO'a concerna about the ottu:e of National Programs, but will 
alacl. ensure that the Aaiatant Secretary or any other official will not be able to 
subvert the contracting proceu. I believe that the checb and balances and require­
ments for documentation we haft built in the ayatem will deter abuee of the 
process. 

The procedural reforms and organizational realignments I have just de■cribed will 
have a long-luting impact in ~•~ ~ ensure that the award and administration 
of ETA contract.a and grants ii ~ by integrity and profeeaionaliam. Eatablilh­
i.ng through a formal apncy directne the new and detailed pl"OOedures I have 
outlined will ..are that the contracting .~ for diacretion817. programs will 
work in a proper and efficient m•aner- Altboagh it may be impoeaible to be totally 
certain that future abuee will not tab place. the new pl"OOeduree will go far to 
ensure that the lituation I found when I took office does not reoccur. 

AUDIT UBOLUnON 

I would now like to tum to another area which I haft given• highest priority. This 
is the area of audit reeolution which I know is of interest to the Committee. 

First, let me provide ac,me backgn,und as to what we mean when we talk about 
audit resolution. The first ■tep in audit resolution is the questioning of costs-that 
is when the auditors in their report take exception to specific costs or activities 
conducted by the grantee. ETA then uamines the auditor's fmdings, review~h:1-
additional documentation provided by the grantee, and ultimately allows or • -
lows the questioned costs. it is at this point, when an ETA grant officer issues a 
final determination, that the audit is considered "resolved." Costs which are disal­
lowed are added to the ETA accounts receivable. 

Upon aas~ office. I examined the efforts undertaken ~~ the Employment and 
Training Admi01SQ"AtiOD in the area Qf audit resolution. ETA has had a dismal 
record of taking years to address audit reports, · falling to recapture miaapent funda 
and not correcting noted aystems deficiencies which lead to recurring problems. I 
would like to 8UIDIIUlrize for the Committee the actions I have taken to date to 
rectify the ETA audits situation: . 

On January 31, 1981, ETA held 600 backlogged audit reports. Recognizing the 
magnitude of this problem, I uaigned first priority to the audit resolution effort and 
I reviewed the performance standarda of appropriate managers to insure that this 
priority was properly reflected. . 

Between January 81, 1981 and June 80, 1981. I had a 1pecial task force of 22 
people handling audits of national contracts-which constituted the vast majority of 
the audits. By June 80, 1981, ETA bad reduced the number of backlogged audits to 
440. 

I then immediately put in place a ■econd ta■k force, to work side by aide with the 
existing group, because it was clear to me that additional effort would be needed if 
we were to meet the Congressional mandate that all backlogged audits be resolved 
by September 30, 1981. • • 

By September 80, 1981, ETA, working cloeely with the Office of the Inspector 
General, had attained our objective-ETA now holda no backlogged audits pending 
resolution. 

A total of $200 million bad been questioned by 1G auditors in the • backlogged 
audit reports. The audit resolution established that the U.S. Treasury was owed 
about $75 million of the $200 million in questioned costs. 

What the above findings document, however, is that we have identified amounts 
owed the Federal Goveniment after an extensive review of questioned costs. It d~ 
not mean that we have recouped theee amounts. On each of these audits, we atill 
must enter into a debt collection process. I detailed this time-oonaumi.ng process to 
Senator Quayle at a June 11 hearing. As I indicated to him, I think there is a need 
for us to .work together to rationalize that process and put a debt collection 1ystem 
in place that has proper incentives to pay back the Federal Government what is 
owed. ' · 

Briefly, the present process is as follows. A Federal determination disallowing 
costs is made within 4 to 6 months of the date the audit report is issued. The 
grantee is then entitled to a hearing before an Administrative Law Judge. Debt 
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collection activity must be postponed until the Administrative Law Judge's decision 
is rendered. At that point, we are expected to resume aggressive debt collection 
which, given the fmancing mechanisms of the public jurisdictions to which we grant 
CET A funds and the limited fmancial resources of nonprofit organizations, is a 
difficult problem. The entire process may take up to 3 years in some instances. and 
this is assuming that the _pantee does not eeek review of the Administrative Law 
Judge's decision by the Secretary and then continue the cue in circuit court. 

I am preparing a debt collection plan which will utilize every administrative 
means available . to us under. current law to accomplish collection. Thia effort will 
include retention of the tuk forces. As well, I fully intend to take all steps poesible 
to improve and speed up our collections. 

CONCLUSIONS 

• Mr. Chairman, I believe the procedures I have put in place will greatly strength­
en the management and performance of ETA programs. The deficiencies in the 
management of cliacretionary programs that I found when I 8IIUIDed office made it 
eseential to tab qwck and effective management action. Thia bu required a great 
deal of staff time and reeourcee. and my own ·time u well. but the effort has paid 
off. I believe we now have an effective system in &i,ace for awarding and administer­
ing discretionary contracts and grants under A. Furthermore, I believe this 
system will prevent in the future the types of problems with which we have had to 
deal. This area will continue to receive my priority attention and I look forward to 
continuing to work with the Committee in striving to improve our programs. 

This concludes m1 prepared statement. At this time I would be pleued to answer 
any questions that you or other members of the Committee may have. 

The CIIAJRMAN. Thank you, Mr. Angrisaili . 
. We will, without objection, put all exhibits that have been used 

in this matter in the record at the appropriate place throughout 
this hearing. • . . 

Mr. Angrisani, you outlined the areas of concern that you found 
and addressed step-by~p from January through August when the 
GAO reports were finalized. Your office's efforts were discovering 
most of the same problems the GAO reports advance. 

Even without these GAO studies being conducted, are you still 
convinced that your independent review demonstrated serious con­
cerns in the award procedures as they existed in the E:r A? 

Mr. A.NolUSANI. Absolutely, Mr. Chairman. The GAO . study 
really saved us from doing an extensive analysis based on our own 
initial opinions and conclusions. - • 

The CHAIRMAN. But· you had already found · some, and you felt 
that your own analysis would have come up with the same prob­
lems? 

Mr. ANGRISANJ. yes, sir. 
The CHAIRMAN. Let us look at how you personally view your role 

in this process, specifically in relation to your personal approval of 
certain awards. If the program reps or other subordinates disagree 
with either the letting of a sole source contract or item~ pro­
grammatic deficiencies and you overrule them, do you feel that you 
or your office should provide a written justification for your deci­
sion? 

Mr. ANGRISANI. Yes, Mr. Chairman, definitely. There is no doubt 
that there will be times when I may disagree with the findings of 
our boards, and I would certainly provide all of that in writing and 
want it no other way. 

The CHAIRMAN. And you are going to implement that as an 
ironclad rule? 

Mr. ANGRISANI. Yes, sir. That is in our draft proposals right now. 
The CHAIRMAN. I certainly hope that you adhere to that view. 
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On another issue, I described in my opening statement your 
office's frustrations in resolving a $2 million grant to PUSH For 
Excellence. As I explained, your office has been negotiating dili­
gently since April of this year. Is that correct? 

Mr. ANGRISANI. That is' correct. 
The CHAIRMAN. As· I understand it, as of October 1 of this year, 

whlle in a meeting with our committee staff you were actually just 
about to make a fmal offer to the grantee with regard to its 
termination. Is that correct? 

Mr. ANGRISANI. That is correct. 
The CII.AmMAN. And the next day we notified you we had re­

ceived a response-that was a letter, dated October 2, 1981-from 
our inquiry ·of PUSH For Excellence, who stated they had termi­
nated the grant on their own-and . we will put that in as an 
exhibit at this point, without objection-4 days before, on Septem-
ber 29. . 

[Material referred to follows:] 
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DIRECTIVE: 
'f 

--
'1'0 ~TICNU AND REGICN\L ancrs 

FJ01 ALBERT NGUSANI 
Assistant Secretary of lalx)r 

SUBJD.:T ~ts in Managing rn Naticnal Office ldninistered, 
Job o:,rps and Regional Offj_ce MM' Procurments 

l. Puq:ose. 

a. 'lb state the policy and inprove the prooess to be used by rn 
staff in the developnent, processing, award and oversight of NatiCS\4l 
Office aaninistered, Job O:,rps and Regional Office Hi\T a:mtracts and 
grants, and 

b. 'lb establish the basis for the developnent and applicatic:n of 
personnel perfornw¥:e standards for rn staff affected by .this order. 

2. Peferences. P.L. 95-87: P.L. 95-507: P.L. 95-524; SO 4-76: SO 11-79; . 
20 CFR Part 676; 20 CFR l.203.l: 29 CFR Pa.rt 89: 41 CFR l-15: 41 CFR 29-60: 
41 CFR 29-70; DIMS-2 OlApter 800 thru 839; DIMS-6 Ola;,teI' 920 thni 928; 
DIJ,15-8 OlApter 1600; Hi\ Manual Section 2457 and 3117: ETO 4-80; El' Manual 
Section 2464; FM 216-81, Olange l: and all other applicable 1..-s, rules 
and regulatioos. • 

3. Background . rn' s procurenent and managerrent• prac:tioes have been 
criticized by va:rious agents and mem:iers of Congress, _ by the news ne:lia, 
and by other organizatia,s. Specific criticisms have focused on heavy 

, use, without doc\Jnente::! justification, of sole source vs. carpetitivie 
procurerrent actions, the lack of assessrrent, nonitoring and evaluation of 
contract/grant performance for funding or ref\niing consideratialS; and 
on the failure to fully CX>C\Jlelt procurenent actiais and file regui.red 
records in the official contract/grant files. Associat~ conoerns were 
the lack of clear statements of work and standards for n-easuring per­
fornanoe; and the need to strengthen other pre-award ac:.1vities, s\X:h as 
procedures for autl-orizing start-up activities before awards are 
executed. 

-• t 
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Based m these findings, it is in the best interests of ETA to 
bl'ii'w;J greater rigor and \nifonnity to its 11111Nl991a\t of the a\.t>jeet 
ccntraets and grants. Q:lnSequ!ntly, this directive is being issued to 
provide E:l'A •taff with guidan,:;,e on polic;y to ensure fiscal integrity 
and manageriAl ac:cowitability in using pd)lic resources and in umr­
stAnding their responsibilities conoerning: 

a. Established guidelines that ... t be foll.owed in Sl:bsuntiating 
and obtaining approval to ~ a a:,ntract or grant on a ~tive 
basis. 

b. Established guidelines that -..t be foll.owed in managing and 
conducting c:icapetitive a::intr,c;t ard grant award processes, 

c. Establish ataJdards that amt be cblerw4 in trcnitoring ard 
assessing the perfomsnce of inllividual. ~tractors and grantees. 

d. Establllh stardards for ensuring that official a:,ntract and 
grant files incl.Ide all mc::mentation teqW.red 17,at applicable 1.-.s ard 
regulations. 

e. Establish standards for ensuring that the. written terms and 
conditions of c;:ontracts and grants inclme a::nplete and preci.9e statements 
as to the work that is to be perforned \Dier the a:mtract or grant. . 

f. Establish certain other safeguards such as .controls and 
aCXX>untability mechanilals designed to ensure the integrity and capfibilit:y 
of the mn-Federal organiaticns vi.th wtan m:,. entrusts pmlie resources. 

4. Policy. It is the polic:y of El?. to ensure that its tcntract.s and 
grants result in the ll0St cost-effective me of pmlic resources. In 
furtherance of this p)lic:y, m:,. shall.a _ _ 

•· Malte lll!lX.UIQII me of cx:inpetitive award prooedure.s weri issuing 
its . a>ntracts and grants. • 

b. Issue Q)ntracts and grants to organizations whose fiscal integrity 
and capabilities have been established and doc;mented. 

c. Issue pre-award telegrm16 and letters or authorize ret:toaetive 
oc:ntrac:ts and grants anly mder stringent c:icnditicns. 

d. Clearly specify the work to be perfoxned 17,at c;c;,ntractors and 
grantees in the terms and conditions of their proc:unment. 

e. Rigorously 110nitor w assess the perfornnce of contractors 
and grantees. 

f. Maintain a a::nplete record of all transactions in an official 
c:oqtract/grant file substantiating El'A's managenent of the procurenent. 
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S. F:rA Personnel PerfonMnCe. ErA officials and their aubord.inate 
manaaers and supervisors &hall ensure that the requi.rer.11!:lts and atanduds 
aet forth in this Er Order are appropriately reflected in the perfomance 
atandards of individual staff wh::> are responsible for canying out these 
fl.Wletions and tasks. 

6. Authority and J!ese?nsibilities. 

a. Assistant Secretary for DTploynent and Training--

Cl) f\llfills the atatutory and regulatory responsibilities far 
the aani.ni.stration of tlli>loynent and training programs as delegated by 
the Secretary of Labor throu;Jh the 0:>de of Fe4eral Aeg\llatic:in5, Orders and 
the Departnent of Labor 1MnUlll aer~. 

C2l Radelegates 0:lntrac:t:/Grant Officer authority to the~ 
deene:1 necessary to ensure an aax,untable proc:urtm!nt proc:eaa. 

(3) Approves the ErA Annual Advance_ ~t Plan (AAPP) 
to secure the Assistant Secretary far Muinistration and Hanagenent 
for approval before atrf procurment ocntained in the NIPP, or mxlificaticn 
thereto, is initiated. 

(4) Has final responsibility for the deYelopTent of ocntraets 
and grants. 

b. Contract/Grant Officers and Contracting Off~ 

Cl) Are redelegated authority by the Assistant Secretary to 
procure pi:operty and aervices re:zui,red by the ErA in support of 111Ployment 
and training prDgrCIS. 

• (2) Auth:>rize the processing of prccurments contained in the 
'AAPP, or ll'Odifimtions thereto, :!Y after the 'AAPP has been approved by 
the Assistant Secretary for ErA sutrnitted-by him to and appJ:'Olla! by 
the Assistant Secretary for Muinistration and Hllnagenent. 

(3) Sign and issue oontracts and grant.a. 

(4) Provide assistanoe to piogzam offices in such technical 
matters as procurment policies, laws and regulat"ials and the develClpl'l!nt 
of Requests for Proposals (RFPs) and Solicitations for Grant ~lications (SG\.! 

(Sl Are responsible for the publication of RFPs in the cameroe 
Business Daily and SGAs in the Federal ~ister. 

(6) Ensure that prccurments are INlde in aooordance with 
applicable )Jr..-s, regulations and administrative procedures. 

(7) Tracie the receipt of required file docurentation (annual 
assessnents, ll'Cnitoring reports, etc.) fran program offices and fol~ 
on delinquent rep:>rts. 

. . t I 
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(8) ~e that doc .. lll!lottAticn 1a lllllintainecS in the official 
contract/grant files to dem:Jnst.rat.e effective w. msnagement of qranta 
and contracts, and to provide perf~ infarmat.ian for program offices 
to C01\11ider in the~ of future ~ta-

(9) Ensure that siut and c:urnnt perfcmMn0e usesanetta are 
a _«:°'5iderati0n . in reflnling. 

c. ~ Mllinistratora of Progrm Offioa9-

(1) Plan far the - of In na0Ur0U u dirctei5 ~ the Auiatant 
Sec:ret.ary of Dployment. and ~-

(2) OXmult vi.th the 0:lntz-cta/Granta Office ccncerning 
fol'ffllla-alloc:atm and ~ MPP ~ in order to raolw 
potential ac:haSuling er ~ pnibl- u well u to •tabl.iah 
necessary t.iJlafr- far the pcoaeuing of special requests. 

(3) Prepare echa:!w• far the develqnmt of JIIFPa and SG!w, 
panel reviews and relata! activities in order to awm-e the w.ly aecuticn 
of imx:urement activities. 

(4) Initiate the docuamtat.icn to the Grant/0:lntract Offioa 
for the de'l/elopll!nt of pcoc:uremmt activity approwd in the J»P. 

(5) Ensure that matz.,.;ta and granta are t.imely and frequenUy 
110nit:ored, assessed and evaluatm aftar iuulnce. 

(6) Specify the WDr1t to be perf0l11i!d ~ mttractan and 
grantees in the tierm and axdit.iaw of the pracun!llll!nt. 

d. Pr0gnlll Officer CFaSer&l 1'epresentatiw1 Projct Officllr1 
Gcrverment Auth:>riwl 1'1:!prwr~tiw)-

(1) Hu delegatad nspcnsihillty 'fran the 0:Jntract/Grant 
Officer to aeiw u the principal agent far the ~tnticn of a 
contract<•> and/or CJIWlt (a). 

(2) Negotiates or participates in the negotiation of ccntracts 
and granta. 

(3) Provides t.ec:mical usistanoe to a:int:rac:tors and grantees. 

(4) Monitors and a■eeaw .the quality and tinelineu of ccntractar/ 
grantee perfOl'fflllnCle to ensure CDpliance with the teta ri conditicns of 
the f\l'lding agreement Cwithin the mtatraints of other 1o10rltload factors and 
available travd f\nSa). 

(5) Determine■ aatiat.ctcry or W\Slltiafactory perfommice bued 
on pre-established atardarda. 
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(61 N:>tifies the ccntract:or/grantee of probltr.15 identified 
through rtal.i taring and assessnent. 

(71 Certifies aatiafac:t.ory perfommv:e en invoices to enable 
Piall't paynent to CXJntractors and grantaes. 

(81 Jlecu,11ends to the 0:lntrac:t/Grant Officer m::difi.cat.icns to 
the soope of w:>rk, price, period of performance, tems er cx:nditia\S of 
cxintracts/gran.ta. 

(9) la not authorized to CXllfflU.t the Goverment to, a change in 
the acx,pe of w:>rk, price, period of perfom.noe, tens er cxn:litia\S of 
a cx:ntract or grant, er a m:xlific:aticn thereto. 

7. Guidelines for Contract/Grants ~t. '1his aec:ticn provides 
guidelines and itaia.rds for the lolla,,ing upecta of the procunlll!nt 
process: 

a. Oontract/Grant Officer Authority, 
b. Annual Mvanoe Proc:urment Plan: 
c. General Pr~IMard Qii.delines: 
d. Special Pr~Award Q.udelines for 0:ll'petitive Contracts and Grants: 
e. Special ~IMard Guidelines fDr ~titive Contract.a and Grants; 
f. f,bnitoring and Assessment of 0:lntractor and Grantee Perforaance; 
g. Closeout;h.udit Resolution/llebt 0:>llectian: 
h. 0:lntract/Grant Official File Doc:\m!ntaticn. 

a. Oontract/Grant Officer ~rity 

(l) '1he Assistant Secretary is delegated Contract/Grant 
Officer authority for ~loyment and Training Mninistration (ETA) 
programs ~ the Assistant Secretary for Mninistraticn and Hanage11ent 
pursuant to the authority of the Secretary of Llb:lr as provided in SO ◄-76 
and DU&2 O\Apter 810. 

(2) 'lhe Assistant Secretary will redelegate 0:lntract/Grant 
Officer authority at his option to a-.e or 1T0re ErA officials in the 
national and regional offices. 

(al '1he redelegaticn of such authority ~ the Assistant 
Secretary shall be in writing. 

Cb) '1he nanes of ErA officials redelegated 0:lntrac:t/Cnnt 
Officer autrority shall be en file in the Office of the Assistant Sec:retary 
for Administration and Mit.nageneit (Q\SNU • 

(3) Only the Assistant Secretary and Oontract/Grant Officers 
hAve the autrority to CXllffllit the ~t to the price, perim of 
perforne.noe Ard acope of work, of a CXJntract, grant or other o:>ntractua.l 
agreenent. All Project Officers and ex>ntractors/grantees of ErA funds, 
subject to this Order, ahall be inforned of this inl)erative in writing 
upon awarding o! the procurment. 

• I 
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b. Annual Mvanoe Procunm!!:,t..!!!!l 

(1) All procuramta anticipated for the fisc&l year which 
are expac:ted aeparately to arQmt to 011V $10,000 and those $10,000 or 
less in the aggregate atl&ll be part of the Annual Advance Procuram!lnt 
Plan CMPP) • ma:,ept that fonula-f\nied progi-- or progrcra which haw 
congressionally-,aan:Sated aervice deliverers are Ul!IIPt fran this requirr 
aellt. '1he MPP aat include a:intncta/granu for ccnsulting, raearch 
and dslalstraticn, ~tion and evaluation, ......en if intmder5 for 
ncnprofit organizations. 'ltle a:N8l"acJe for ccnsulting HXVicu hu been 
expanded by ae to add c:a~iu for 1) Nnagement and profeuicnal 
HXVices, 2) special atulll• and analyaa, 3) ~t and profeuicnal 
services and apecia1 amlie and analyses Nldec5 by JW> aau.e. 

(2) Priodti• for MPP pr'OCUnllWS\t vith priwte profit­
malting finis all be m the followmJ order u nqu1nd by . N>lic X... 
95-87: 

• (a) 0Xl0emS which are located in lamr surplus arau, 
and which arealao -U baineu acncems, en the basis of total Nt-
aside. • 

(b) 001.::en• which are -11 business ccnoema en the 
basis of a total aet-uide. 

(c) 0:ln0emS which are amall business concerns, en the 
basis of • partical aet:-uide. 

(d) 0:lnOel'llS whic:h are located. in labor surplus uw, en 
the basis of a total eet-uide. 

(e) 0:llpetitive pr0CUnlN!nt without restricticn. 

(f) Sole 90Ur'0e pr()cUr'ml!nt in ac:mrdanoe vith Dlpllr'tmmt 
of iaor ~ aet forth in WS-2 °'8pterS 830-139. 

(3) 0:lnincident vith the &bow priorities is the nquirenmlt of 
Public I.aw 95-507 to aeet the CJ)ala for 111111111 and disadvantaged busineues, 
'1hese incl me prccunlll!ftts pursuant to Section 8 <•> of the llmaU Blainau 
Act and with -.1115.-owr.ed businesw. 

(4) ErA Wnistratora vho have F09raimatic responsibility for . 
grants and a:intracts wmr a budget IM:IPl09lillll mall ensure that individual 
AAPPs and applicable IIMerm are developed for their aubpiogram mipJf..mt 
in &ca)rdance with instr\lCticna pmvidad by the appropriate planning 
office, i.e., the natianal office CD,\JOiit:ht that bean the lead staff 
responsibility for deYelcping and acnitoring the f\n1ing plan that is 
follo,,ed in issuing granu and contracts \llder • 9iwn bul:Sget swpx:og1wu. 
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(Sl For those prt)CW'tm='IU subject to inclusicn in the AAPP, 
no procurement actiQnS 11111y be initiated unless they are pa.rt of the AAPP, 
or m:xlifi oaticns thoreto, epprove:S by the Assistant Sei;retuy and autnitted 
to Oo\SM. , 

c. General Pre-Award Guidelinu. 1hia NCt.i0n is appU,cable to 
all p~t.s subJect to this Order. 

(l) 0:lntract/Gr-,it Officers ahAll request the Offica of the 
Inspector General to canduct ~avd revi..,. of potential ccntracton 
as contract ~icing aids under the proviaiana of •1 Cf'R 1-3.109, art!S pre­
award surveys of p:,tentj.al 00ntrac:t0ra and vnntees to detemine the~ 
of their acx,cQltinlJ MIS 111/biniatrative aystaa ~ thaN potCtti&l can­
tract.ora/grantaes have n:>t had contract.a/grants with the ~t within 
the three fiac&l yura tlefore the proapect.iYe 00ntract/grant e,vd. 
InabiUty of thl Inspector Ganeral' a Office to caduct 11\JCh pn-amd 
reviews and aurwya within 10 working days of the nquut. ahall not 
necessarily block the procul'11181t. 'Die 0:lntract/Grant Officer ahall 
determine whethar the ~t can proc,Nd abNnt 11\JCh niviw or 
amit or whether the procurment can ~ and be a:nliticnally 
awarded pending the receipt of suc::h infonmtion within 60 days of the 
request. A record of these acti0na and the respcnses rec:eived llhall 
be pai-t of the official 00ntrect/vnnt file Nintainec! ~ the 
0:lntract/Grant Officer. 

(2) lhn • p:,tatti&l ccntractor/;rantee currently has or his 
had • contract/grant within the last two yea;-s with ~. the ErA 
Mnini,strator with programnatic responsibility for the potential ccntract/ 
grant shall maure that • performance UHUllll!nt of these ccntracts/grants 
is IMde frail• niviw of doc\llents in the official files. At• 1llinimum 
these usess:nenta ahall -..sure perfCX1111n0e &gllinst the goals and standards, 
rep:,rting requinnenta, and financial ~ta specified in the 
contract/grant. In ditkin ErA MtdniatratarS and 0:lntnc:t/Gnnt 
Officers ahall take into consideration the f.ctl0rS n:,tad below before 
r~ or authorizing the reflnling or -..rd of • nw ccntract 
or grant. In nJting the necessary j~ta, 11\JCh Mniniatrators m,cS 
offic:en ah>uld a:x'ISider the reoenc:y of the circ\Jftstances, the mrrective 
ac:tia'l t4ken aince the tindin9a, ·the actual liability en the part of the 
ccntractor/grantee, the inpact en the c:icnt:nc;:tor/grantee'a ability to 
meet Federal at.lndarda, and the relation of the faeton to other infoma­
tion available. '1hese f.lcton an: 

<•> Indic:atia'IS of poor put perfommce and inability to 
sreet Federal atanda.rd,s based en revi.., of cl0N0Ut infomation. 

l U'lauthorized delay in aubniuian of final billing 
to OOL (beyad 90 days of expiration date). 

l Failure t:o return closeout package (vi thin 90 
days of expiration date) • 

.. ' --1 • .. 
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• 3 • Failure tD properly report aid di~ of 
goverment. ptoperty is instructed ~ OOL. 

~ Failure to r:etum outstanding advances within 
120 days of upiration date. 

5 Final billings nflec:t.ing aerioua line itAIII -~ 
t0Ul bmget (1)5£ CMrrla\.. 

0,) In:licaticna of paor put perfmwnce and inabili~ u, 
aeet Federal stmduda _bl.Nd "301\ reviat of a\&lit infol'aticn. 

1 Failure of oontractor/grantee u, have procur-5 
or to have ~ lat their o,,n &\&lit coverage far atrt two-year' perio!S 
wen giwn this iesponsibility ~ m.. 

2 0:>sta questicned or -~•ded for diullowa10e in 
an a\&lit nport in tiiimu of 5 ~ of the alll:Ult audited llt\ich haw 
been di..UCMed ~ the c:cntract/lJl'Mt officer in the final deterlllinatkln 
'1'1d/or findings related to internal eca:,mting and Gllinistratiw CXl')trols 

llh::Nld be CllnSider.s relative U> their iJlpl.ct on aetin; Fei5eral st:.m1dazdS 
and the c:cntractor/;rantee'. willingness and ability U> oorrect such 
aihinistrative and proc:eSural ~. 

3 Failure to &\dit subrecipienta within the required 
period "'11!:n responsible for doing a,. 

- 4 Failure to establish a llll!IChltnism to reaolve 
subrecipient a\&lits within established tineframes. 

! (J)stru:ting the mlit prooellS. I 

(c) Indicaticrw of pear put perfoEan0e and inabili~ 
to amet Federal standards bued "301\ n:vi_, _of debt collecticn infanatkln. 

1 Failure to respom to demand letters fran IX1L 
for repaynent of debts with.in the stated t.iaefraa. 

2 Failure tD c:all)ly with approved repaynmlt 
agrestl!!nt reYellled through llal.itoring or S\lbNqul!nt a\&lit. 

(d) 0:intrllCt/Gnnt Officers shall a:insult with ErA'a 
Special Jevie,, Staff aid the Office of Inspector General to determine 
if fraud exists or that charges of fram are about to be officialy a.de. 
Nlen fraud exiata, the contractor/CJRntee ahall mt be r:ef\DSed or 
9iven • new .-rd. • 

(3) i.tten or telegrams authorizing the e,cpenditure of Federal· 
funds before the final exec:uticn of the oontract/grant agreenent ahall 
be issued only~ it is deena:1 in the Cbwrme'\t'• best interest.a. 
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(a) Q-uy the Assi~tant Secretary and Ccntract/Grant Officers 
so specifically autrorized by the Assistant &ecretAry, E:"I,I., have the 
authority for signing pre-award letters or telegrams which authorize 
the expenditure of Federal flnSs. 

(b) Pre-award letters or telegrams ,■hall be issued a'\ly 
when all parties s\t>stant.ially agree on all 11111tters and shall autrorize 
the expenditure for 30 days of no 110re than 1112th of the ~t 
award, e ~g., a'\ly $10,000 of costs ■hall be incurred for 30 days for• 
proc:urenent of $120,000. At a mini.nun ■uch letters/telegrllll'& shall 
contain the 81101nt of the IWU"d, period of perf0ffl!ln0e, goals and 
objectives, and the ■a:,pe of work. 

(cl A pre-lMU'd telegram ■hall be followed ~with• 
letter fran the Ccntract/Grant Offioer containing the informat.icn provided 
in the telegna. 

(4) Retroactively effective c:ontncts/gr■nts and pre=aritnet 
costs ■hall be cbc\nented by • "Deteminaticn and Findings• ■ec:tia\. 

\ 

(5) A •Sllmm'y of Negotiaticns• ■ecticn ■hall be i.ncl\ded 
for each contract/grant and ■hall becxlle part of the official contract/grant 
file IMintained by the Ccntract/Grant Officer. '1he Sumary ■hall include • 
cost elerents relative to Juch it.ems as ■alary ■chedules, tiJleframes, travel 
and other CDSts incidental to the won requized. 

(6) Each contract/grant ■hall contain a precise and clearly 
articulated work statement \l'der■tood by both El7\ and the CcntrACtor/Gr&ntee. 

(7) Ccntract/Grant Officers or their representatives ■hall 
ensure that a,ntractors/grantees establish and INl.intain a financial ·IMl'\Agertent 
syste'n which provides adequate control of Federal f\nis and other assets, 
en:.ures accurate financial data, and provides cperaticnal efficiency 
and internal cxxttrols to avoid conflict-of-interest situations and tD 
prevent irregular transactions or activities ; 

(8) Ccntract/Grant Officers ■hall not autrorize the i■suanoe 
of a Letter of Credit \mless: 

(a) '1he award is for a period no less than l2 llalths. 

Cbl '1he award is for $120,000 or mre. 

(cl 'lhe recipient has established or shewn its ability 
to establish and keep prooedu,:es that will minimize the time elapsing 
bet'«een the transfer of f\nis to, and their disl:7Jraenent by, the recipient. 

(d) 'lhe recipient's financial 11111Mgement systsn meets 
standards for find ccntrol and IICCX>\Zltability described in (l.) above. 

- I 
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(e) 'lhe recipient. has develq.,,:!d or shewn ita ability 
to dl!\oelop ant! lcecp procedures for ~'llllCeS to i u aubrecipienu or 
contraC't.Ors which ccnfom to standards of timing and ancunt. inp)sed en 
the rec1pient ~ £EA. • 

d. Special Pre-lMrd Qdd!!_i!!!!..!.or 021'ff!titive 0:lntracta w Grants 

- - (1) • All CIDlltracta and grants subject tQ this Order ahall be 
awarded en a CD1petitive bu.u to the extent practi.c:able. 

Ca> Olntract/Grant Officers shall ansure that • llaquest 
for Prcp)sal CRFP) far contrac:u .u syncpsiZ.S in the O:lml!rce Busineu 
Daily in ea:ordln0e with the pmvi.sicns of 41 CFR. 1-1.10. At n:> une shall 
prospective bidders be furnished the Depllrtlllant•• a:ist •t..umte of the 
an0\.l'lt of f1n!s it has available for a particwar aontrac:t. !!,ccepticns 
to this policy lihall be lilllitec! to the \a'IUSUlll cirOIISt.lnCe wherein, for 
exanple, the par.-ten of • at\dy prcp0S&l are necesur ly vague. 

Cb) OlntrllCt./Cnnt Officers ahall .-ure that a Solicitaticn 
for Grant ~ticn CD.> far grants is pmli.shecS in the Federal ~ter. 
At a llliniJrul, !iQ.s far grants llhall provide pls ..S cbjec:tlves, scape or 
work, period of perf.orNnce, panel reviw ..S .-rd process, tiilefrme for 
SG.\ S\i:nittal., reporting requirene:nts, applicant eligibility criteria, and 
reference to the apptq,r.ute regul.Aticns gc,wming the f\n!s. Doc\llentaticn 
of this ac:tion shall becx:1111! part of the cantract/grant file. SCo\s llllY specify 
the IIIIXiJlun Ftderal flnling available far grants. 

(2) rm Mninistratora llhall ensure that all resp:insive cxn­
petitive applicat.icns fzaD bidders for contract/grant awards far which they 
will have pcognm rapansibility are rated by panels a,ga.inat rating criteria. 

(a) Ml!mJers of such panea drain frclll ocap::11 .e:nts ""1ic:h have 
progx.m responsibility for the cantract or grant ahall rot ccnsti bite a 
majority an the panel nore eerw as panel c:hairpenc:.N. . .. 

Cb) Evety six llaltha, ErA Mninistrators shall designate 
f i ve professianal staff IIBltlers fran their respective w,po..e:nt.s to serve 
as prospec:t.ive panel IIIIID!D. Designees shall be plamd an • roster available 
to all ETA Mniniatratora, ..S all designees shall be available for panel duty 
when requested. 

(c) Panel prooed~ and rating criteria shall be de'Yelcped 
by the E'l7t Wi\UM::nt litdc:h will ha'll'e pr0g1.am responsibility for the .-rd. 

(d) rm Alhiniatratora requesting the proc:urment ahall 
ensure that S\llffiU"ies or actual a:,pies of all uses~ta, financial and 
quarterly progxess reports, or arr, other pertinent infoz:matian an operatiana 
and ~foxmance of bidders having had• contract/grant OYer ~ put t,,c 
years are made available to rating panels. 

-10 -
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(el 'nle panels ahall cbc:ure.nt their findings, make 
recxnrendations biased on criteria established by the ·program office, and 
slbnit these advis:>ry IMter~ls to the designated selecting official (a). 

(f) Justification for deviations frat1 panel n,cu1Cce .. &t..ion5 
by selecting official(s) ahall be cb:\nented in the panel review file, 
which shall be retained for not less than one year frat\ the cua;>letion 
of l:he panel review process. Selection of nonbi.dder (s), \S\less permitted 
by statute or regulation, shall be deemed inapprorpiate and require the 
initiation of • a,le-aouroe or CXlllletitive award process. 'Dle a:sipetitive 
process ahall, in turn, be initiated only if justified, e.g. , insufficient 
or nonresponsive bids tx> the original procurene:nt ann0I.Wl0Sllent. 

e. ~ial Pre-Awa_!.d~lir'!!. !52! N::lll-0:ice=titive O:lntra~ 

~-

(l) All CJOntracts and grants ahall be awarc5ed on a CD!petitive 
basis to the ffllU0JIUII extent practicable ccnsiatent with pertinent l.als, 
regulations and executive orders. N::n.ucpetitive procurements (a,le 
source) shall be executed only if incl\ded in the approved AAPP, or 
ll'Odi.fication thereto, and after justification and approval by the 
ETA M:unistrator of the program office initiating the a,le-source request, 
the Assistant Secretary, the Depll.r'brent' s Pxt>c:urenent Ae\tie,,, Board CPRBl 
in the Office of the Assistant Secretary for Jldmi.nistration and H&nagemc!nt 
(OASAMl , and the Assistant &ec:retary for Mninistration and Managenent (ASAM) • 

'nle only e>ceeption tx> this requirene:nt is an ~ual and CXlll)elling 
energenc:y were the GoYermett would be seriously in;ured if delay of the 
cxmtract were required. An exanple would be the need to replllC'e the roof 
of a Job 0:>rps Center after it-. blown off in the dmd of winter. 

(2) 'l'he following types of cx,ntracts and grants are S\lbjec:t tD 
review by the PRB and ·approval by the~ (Note: <Ml is upanding the 
coverage for a>nSulting tx> include ll manags:e1t and professia'\A.l aervioes, 
2) special studies and analyses, and 3) nnagenent end professional 
services Ard special stu:lies Ard analyses f\llded by IW> aaues.): . 

(a) All noncucpeUtive awards over $10,000. • 

(b) All nona:t1petitive consulting a:intracta . 

(cl All CXlllletitive consulting a:intracts over $50,000. 

(dl M:ldifications to ccnstruct.ion o:,ntracts ~ $200,000 
(other than equitable adjusacents pursuant tD the "Olanges" clause) . 

(e) All cxx:'5ulting peraonnel app::,intffl!nta . 

(fl All nC>l'lCD!petitive discretionary grants . 
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1n acliiticn tD revi.., by the l'r0cUrerlent Revie.: Board, proposed 
n:nm,petitive cxintrac:ts for research 0\/'er $10,000, are to have prior revie,., 
and &e-"l)roval by the Aasiswit Secretary far Pol.icy Ewluat.ian and llese&rc:h 
(ASPER). 

(3) E,cmpticns and Partial~. '1'he fol.lawin; cluw 
of axitnct&, grants, agrement.a, or ~uana U'e llh:>l.ly or parually 
eXSl'pt by the ASAM frm sole-source requiremenu, as indicated. 

C•> ~- lbile all prac:urtffl!nts are amject to 
applicable laws and F.SC&l Procurement JwJw,aticns (nR) , the f:olloJing 
are ~ fran requinllalts of this aecticxu 

!. Qlnt:racts, grants, or agreenl!llta, or IIDlificat.iaM 
to contracts, grants, or agr-nents with other Federal agencies, with 
State or local goYeffllenta and as,enciea thereof, or with Indian tril:lea en 
Federal and StAta nservat.iana. 

! Qlnt:racts, CJl"&nts, or agretlll!S\ts, or m:difications 
to axitrac:ts, grants, or a;w,ts with p.lblic •9Cd•• or with p.lblic 
or private tiOnprOfit organizaticns referenced to receive f\n!s IS'lder 
Secticn 506, Title v of the Older ~iolns kt of 1965, as mrended. 

3 Qlntrac:ta, grant.a, or agreemmts, or acdificaticns 
to contracts, grants-or agreanenu with pd>lic or private ncnprofit 
organizations referencel! in the QJ,p.:ehensive Drploynsit and '%raining . 
kt, as anended, to receive apeci&l a:insideration of the Secret.uy, acept 
for mmuuty-bued organizaticns of dem:lnstratad capabilities used in 
the deliYety of~ and training aervioes • 

.! Purchue C>rdera en G&\ Federal S~ly Schedules­

(b) Partial EmtptiCX\S. '!be following are ~ to the 
extent indicated below: 

1 Proposed Secti0n 8 (a) a:mtrac:ts amt be incl~ 
in AnnUill Mvance ~t PlAns, but are mcmpt fran prior NVi8'i and 
approval frail the l'l:oc::unllmt ~ie, lloud. 

2 Proposed axitrac:ts, grants, or agreements, or 
IICldifications thltretD (or cluw of axitrac:ts, CJl"&nts, ,igrw,enu, or 
ncdificaticna) with private n::q,rofit organizations ay be~ by 
the G\!WS frm ram,pet.i.tive revial and approval reqw.rments for • 9iwn 
fiscal year when a product or aervice needed is U'\ique or llhere anly aw 
aource can net the Q:werrment'• needs en a timely basis. 'Jhere are a 
fe., instances in the l)epilt'tnnt in Mlich program requirements and cert&in 
nonprofit .:,urces regularly net these criteria, ••9•• ~. HRDI. 

-11-
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Nlel'\ ErA believes that it has requirfl'!l!nts or classes of reguirenents 
which meet these criteria, requests Ny be Nde to the Assistant Secretary 
for Mninistration and Hanagsftent, Attn: AB, for a waiver of the non­
carpetitive review process for those apec:ific requ.inr.l!nts for that 
fiac:&l year. Such requests ahall be ade by the Aasistant Secretary 
for ErA at the beginning of the fiacal year or u w:ti requi.rlllent.s occur­
during the year. FAct\ ptopow1 exmpt.ion ahall be justified by &ffl:lnatrating 
t:Jat no llllllllningful CCllll)etiticn can be cbtained far the procuNltl!nt or 
class of pnx;un11ents. 0:lpi• of appl"0\l9d e,cmpt.icns shall be filed vith 
the Office of Cranta and Prucwa,eut l'blicy, Oi\SNi. Cln0e the leiver hu 
been properly filed, ro..a,petitive --.rd.a •Y be 11111&! for ~ 
requi.urlent.s vith:>ut prior Ptocura'ft!nt Revi- llollrd approval for that 
fiscal year. Sa:h-o:lnt[acta, vrants, agreements, or m:xlificaticns IIIJSt 
still be included in amual. advance proc:urtlll!nt plan&. 

(4) 1tn.Utp!'t.itiYe (eole aouroe) contzw;ta/1Jl'Mt5 llhall be 
executed only after they are justified and appt'011'81S. '1he follCMing , 
process shall be UHd: 

Ca) '1he pnx:urtlll!S\t .. t be part of the approyed AAPP 
or ncdificaticn thereto. 

Cb) '1he E:l7. Mldnistrator Cor ~ for w.T procurfl'!l!nt) vith 
program responsibility far the procunnent shall deYelop and cb::\ne\t the 
justification far the eole eourae prc,cunllW!nt and provide the awrcpriate 
O>ntract/Grant Officer vith an infOt'llllticnal a::IPJ• '1he Mninistrator shall 
for.,ard the request and ct:x:ment.ec! justification to the Auiatant Secretary 
for ErA for his revi- and action. • 

Cc) If the Assistant Secretary far E:J7. approves the request 
for a a:>le-s:Nt01! contract, the appropriate Qx\tract/Grant Officer shall 
have any aintaTt>lated aii""'trac:t over SS,000 synopsized in the 0:lmeroe 
Business Daily before II\Dllission to the PRB. If a prospec:tiw ccntractor 
respa,ds tD the synopsis, the 0:lntract/Crant Officer llhall determine "1hether 
or not the procuranent remains eole a,urce; If the decision is that the 
·procuranent is atill eole eourae, the requinmenta of DIMS 2-830 gcr.,em, • 
and the Assistant Secretary for E:J7. shall m::rni.t the prcpoMd cont.net, 
its justificatial and the results of the 0:rmerce Business Daily ayncpais 
tD the PRB which will re::u111aid ~ or disapproval tD the ASAM. 

• 
(d) If the Assistant Secretary for E:J7. approya the request 

for a sole-aource grant, he shall fotWILt'd the request and justification 
wi thout pl.t>lication in th!: 0.J,~5!_ ~iness Daily t0 the PR8 which will 
re::ume.d approval or disapproval tD the ASAM. 

(e) If the~ awn,ves the request for eole-90Ut'ce 
procuremmt, the appropriate E:l7. M-ninistrator shall initiate the docu- . 
rrentatial tD the OJntract/Crant office for the exec:uticn of the 
procurement . 
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(fl If the AS'-~ diu;iproya the requast for eole-8011Z"Ce 
procurtlll!rlt, the ~iat.e ErA M-..inistratM and 0:lntra.."'t/Grant Officer 
shall initiate Rf'1' ~ for a CIDl\tract. and sr.,. procaSures for a 
grant. -

(9) &ole-aource ~ jultificaticn and awn,val 
or diApprOllal ahall be put of the official acntnct/9ZW't file min­
tai.ned by the o::,r,~ Qffioer. 

f. tbnitQring and Auesllll!nt of 0:lntractOr and Cnntee PerfOfflmlCI! 

(l) All aantracta/;rant:a avw $100,000 ahall haw cine maite 
lll:lnitoring revi.., during the perfonance pericd. 

• Ca) El7' ~ton can Malt a wive for this require­
aent fmtl the Alsiatant Secntary of EJ7' for ~ c:irClllatllnaM, 
e.9., illlldequat.e awf ru01r01S, ~t.e trawl fwm, ahiftin; 
priorities appcow4 by the Assistant s«:rew:y. Ala).oertain types of 
~ts, sucll u • co.,tz._-t with a 111\iwnity to pmdl,:,a a apec:i&1 
report utiliziniJ a carprt,e;r and lllinima1 staff tiN, -, a1ao be wiwd 
fran this ~t1 hcwawr, a\lCh pnx:uraialts shall a. us•Nd 
at least cnce vc:y 12 10nths. 

(b) Em Mllinistraton llhll.l ansure that contracta/9rC'ltS 
are lll:lnitored a,11,4 esseseed mding tD a clar~cpaS insuu.it "'1c:h providas 
for, at a lliniJrull, -.uring acacnplistnenu against CJO&l• and perfCffllllln09 
standards (financial and 110nfinlnciall, rtllaliAil ac:t:ion for •~ 
~. if~. and appropriate Nnetklns, a\lCl'I u auspensian or 
ter111inatian1 reduct,ign in flnling, ac,::ipe of IIIXk or pericd of perfoDMnOll: 
or pl'abatian for~. 

Cc:l EJ7. Mllinistraton llhll.l ensure that • n:p,n is prepared 
doanentin& all findinp within 15 wrkin& days after the ft\"iew. ~ •jor 
problems are identified, a letter shall be sent to the contrac&or/,nntee 
requirin& • corrective action plan and• specific ac~ion tiaeuble. 

(2) El?. Mlliniatratora shall develq,' for their area of pxogrm 
responsibility a systan to tradt and analyze required cantraetor/grantee 
program ard financial reports. 

(a) 0:lntrac:tor/grantee reports ahall be analyMd
0 

within 
ten working days of receipt to determine if reportac! perfOlffl11'101t met 
Federal requinnents and the 9l)&la and &wmrds apecifiad in the cantnct/ 
grant agr-aent. 

(b) 0:lntncton/granteeS llhll.l be notifiad within 15 
writing days of ~t reports and inaccurate reports llhenner discovered. 

Cc:) O>rrec:ti'll'I! actia\ .. sures or aanetians, 1ilhic:h aay 
include suspension of the letter of er.sit, ahall be instituted for 
contractors/grantees "'1ic:h are o:insiststUy delinqumt or inaclcurate 
in their reporting or dsrcnstrate ~• deviaticn fran apecifi.S 
perf~. 
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(3) rrA M'rlinistrat.ors &hall ensure that quarterly written 
desk re"•iews are prepared for all contrac:ts/grants in their area of 
program responsibility. 

(a) lleYiews shall niasure perfonnance against CJOAls and 
standards specified in the contract/grant agreement: identify all 
problelllS, such as \S\Ac:cept.able perfomwv::e and delinquent and inaocurate 
reporting; and describe artJ mrrec:tive actiCXl taken and the r•ul.ts 
of such action. 

(bl 0:m.ractors/grantees &hall be notif~ of prcbltll& 
identified in the desk reviews. 

(4) ~ Mlunistratx>rs &hall ensure that a written assessnent 
of all contrac:ta/grants incorporating the findings of cnsite IIDnitoring 
and desk re-dews or any other pertinent infornticn is pre.,ared in a 
timely rrenner fer the me of review panels or other Deplt.rtn!nt officials 
in the refurdinlJ precess. 

CS) ~ Mninistrat.ors shall ensure that the at:oYe doc:\Jlentaticn 
and arrt other appropriate records and reports are fonrarded within five 
1oOrking days of cx:irrpleticn or receipt to the apprcpriate 0:lntrac:t,/Grant 
Officer for inclusicn in the offic:i.al contract/grant file. 

(6) All aubstant.ive disc:ussicna between ETA staff and the 
contractor/grantee ccnceming the proc:un!JIB\t shall be recx,rded in writing. 
'1he record shall inclme, at a lllininuu. the date and time of the conversation, 
brief description of the ccnversaticn, actiCI\ taken, and effects, if arr/, 
on the price and ac:cpe of work of ·the proc:urment. A ccpy of the record, 
"1hich may be hiud.lritten, &hall be fOllVUded to the appropriate 0:ntract/ 
Grant Officer for inclusion in the official contract/grant file within 
five 1oOrking days of · the conversation. llrrj discussion which will c:hllnge 
the tern& of the contract or grant mst be verified in writing by the 
0:>ntract/Grant Officer to the contractor/grantee to make it legally 
authorized. • • 

g. Closeout/Audit Pesolution/Debt 0:>llec:ticn 

(1) 0::ntract/Grant Offices &hall ensure that contract/grant 
closeouts are performed in accordance with appropriate regulations. 
The basic guidelines are as follcws: 

(a) Closeout procedures &hall be initiated before the 
contract/grant e:,cpiraticn date occurs. 'Ibis specifically includes 
ensuring receipt ~ the CJOntractor/grantee of closeout _instroctions. 

(b) Ulless an extension is autl'Drized, all requi.raS 
financial reports, invent.cries, release fom& and ref\nSs shall be 
received fran a,ntractors/grantees within 90 days of the contract/grant 
expiration date unless othervise specified by the 0:lntract/Grant Offioer. 

-1s-
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(c) All debts resulting fram an)' mallo.table Cl)Sta or 
outstanding advances ahall be established and mllecticn ac:ti0n purauai 
in ac::a:)l'dance with awlicable statutes and procedures. 

(d) 1he cloMout paeuge shall becx:ne part of the pe:,mne:nt 
contract/grant file. • • 

" (2) • 1he Q:lntract,/Grant office llhal.l uaist the Office of die 
Inspector General to conduc't or arranee to conduct audits of recipient or 
subrec:ipient q,erations, and to detemine the COYeraCJe, freque:ney and 
priority of audits. • 

(a) 1he Qlntraet/Gr'ant office shall ensure that all c:antractora/ 
granteeS have been infcma5 befon ·the begimung date of each contract/grant 
of their responsibilities for procuring or arranging for their awn audit 
0011et'age and ttleir respcnsi.bilities for audi,tini S\lbrecipienta. 

(b) 1he 0:lntract/Grant office shall msure they 0bMrw the 
requirenents pertaining to Cl(lpX'tmity for gr~tee/ccntractOr review of 
au:lit report&. 

(c) 'l'he Olntract/Grant office shall insure that final deter­
mination is issued vithin .120 days of receipt of the final au:lit nporti 
within 180 days for 1......-a:TA audits. 

(3) 'l'he 0:lnt:net/Grant office• shall ensure that debt mllectian 
procedures for all f\ft!s o,,ed the Federal g01/'er1'111!nt as a result of 
contract/grant clONOUt or audit reaolutian procecSures are instituta:l 
ilmediately ql0I\ the deteminaticn of such~ and aggressively 
pursued. Procedures prescribed in awlicable regulat.ia\S or other 
official d:x:\laents llhal.l be utili.S. 

h. O:lntraet/Grant Official File Docl.lN!ntaticn 

(1) 'l'he official a:intiac:t/grant· file· for each contrac:t/grant 
shall be mlintained by the apprcpriate O:lntrac:t/Grant Officer in the 
O:>ntract/Grant office(s). 'Dua in no way prec:lmes the desirability and 
necessity for the~ Mllinistrator with program responsibility for a 
proc:urerrent to •intain a dq:,licate "working" file within ·his <Xilp:c.ent.. 

(2) 'l'he dr:x:\llentaticn c:cntained in the official file, at a 
Jnininun, shall be: 

(al Certification that the prc:ic:unm!nt is part of the 
approved MPP, or 110dificaticn thereto, for ~ pr0CUnlll!nts subject 
to incl us ion in the »PP. 

Cb) Aeoords of all actions and results pertaining to 
pre-award reviews and pre-award surveys. 

-16-
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(c) a:,pies of all assessments of previous a:,ntracu/grants 
with the contractor/grantee. • 

Cd) 6\lmBI)' of negotiations for the a:intract/grant. 

(e) a:,pies of pre-.-rd telegrams and lett.era, if arr/• 

..__ -(f) a:,pies of all cbc:\llentaS actions ocnoernin; rar-
caipetitive ~-

(g) a:,pies of all doculaentaS aeticns ccnoerninJ a:mpetitivie 
procurement. 

Ch) 'lhe official axttract/grant llgl'1leffl!nt and official 
irodifications thereto. 

(i) All c:m respouder...e between the Dl!pllrt:mi=\t and the 
contrac:tor/gnintee. 

()) l'ecord of all a\mtanti ve di.Jlc:uuia,s between 
the E'l7\ a:11p.1ue.Jt poguim officials and the a:.ntractor/grant.ee. 

(k) Hl!llt0randa between program offici&la and 0:stt.rllet/ 
Grant Officer. 

(l) a:,pies of all onsit.e and desk reviw report.s, 

Cm) Records of all closeout, audit, audit resolution and 
debt collecti0n activiti•. 

(n) All usesSlle'lts of oontract/grant perfomance. 

8, Effective Date. '1his Order ia effective iJme:liately. All EJ1. 
stAff shall use the provisions of this Order for Fiscal Year 1982 
operati,a,s. 
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Mr. ANolllSANI. Yes, we received word of that indirectly; and our 
Solicitor is in the process of following up on that. 

The ClwlulAN. Is it correct that, after checking throughout 
ETA. no one else had been notified of their decision to tenninate 
on their own? 

Mr. ANGIUSANI. That is correct. 
-Xhe ClwlulAN. As I understand it, your office subsequently sent 

a letter to PUSH after we provided you a copy of this letter. 
Mr. ANolllSANI. Yes, sir. . 
The ClwlulAN. Your office and the PUSH For Excellence group 

have gotten together t.o resolve the difficulties. Is that correct? 
Mr. ANolUSANI. My Solicitor is in the process of contacting them 

right now. 
The ClwlulAN. QK. So you will resolve that difficulty one way 

or another. • 
Mr. ANolllSANI. Yes, sir. 
The ClwlulAN. Did you listen to the testimony of the GAO? 
Mr. ANGIUSANI. No, I did not. 
The CHADlllAN. Have you read their written testimony? 
Mr. ANGmsANI. No, I have not. 
The CHADlllAN. I recommend that. you do so. I think you indicat­

ed that you have followed many if not all of their suggestions, but I 
would ce~ pay closer attention to them. 

What p urea do you have to make sure, in addition to what 
you have listed here today, that the people working under you 
actually are going to be good contract managers and awarders of 
grants? 

Mr. ANolUSANI. First of all, I have faith in the people that I have 
currently in place that are helping me in this contracting process 
right now. But I very rarely leave things to faith. We have made 
some management changes that will guarantee that, and they are 
basically decentralu.ed changes which essentially split the function 
into several components. • 

The first component is the administration of the contracts, as 
any other CETA program would be administered. The administra­
tion of these special programs will be · in the administrative unit 
where we have the best people to do the oversight and the monitor­
ing. 

But more importantly, and consistent with the GAO recommen­
dations, we have moved the actual contract writing process out of 
the ONP office into what will be our newly created budget and 
financial controls unit. Here we can, in fact, oversee the audit 
function to determine if the contract was carried out in a way that • 
was consistent with the initial intent of the contract as it was 
written. . 

Mr. Chairman, this is the first time I have announced the cre­
ation of this new budget and fmancial controls unit. It is very 
much consistent with the directive of the GAO and the Inspector 
General's Office. 

I would like to emphasize, if I could, for just one second, the • 
meaning of the words. "financial controls." Currently, there is no 
dedicated function in the Department to financial controls. I would 
very much like to set it up and implement it in a manner consist­
ent with any financial controls organization of any major corpora-
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tion or private sector concern where you have appropriate checks 
and balances, . audit trails, and controls in place to insure that 
there is a sufficient enough decentralization of authority to catch 
any improper activities going on. 

So. not only do I have faith in the people working for me, but I 
think that this new system will guarantee that nothing will fall 
between the cracks. At least I am staking my professionaJ manage­
ment opinion on that. 

The CilAIRMAN. All right. 
Senator Kennedy? 
Senator Kennedy. As I understand, looking through the GAO 

report, it appears that although some of the awards in question 
have been canceled and some others will either be canceled or 
refunded, moat of the awards which were made during this period 
continue to be funded. Is that correct? • 

Mr. ANGIUSANI. That is correct. 
Senator KENmmY. Does that indicate to you that most of these 

programs either have merit or deserve further funding? • 
Mr. ANolUSANI. When you say "deserve further funding"-­
Senator KENNEDY. Continued funding. 
Mr. ANGIUSANI. Continued funding. We feel that the bulk of the 

programs in the CETA titles m and title IV are good programs, 
and the future funding of course will be contingent upon budgetary 
constraints as well as a current evaluation of their performance. 

So I would like to say, Senator, yes; we think that the bulk of the 
programs are good; but I do reserve the right to do current per­
formance monitoring of these accounts first. 

Senator KENNEDY. It seems to me to make eminently good sense 
to want to have that kind of review, but as I understand from your 
response, at least in some kind of pn--liminary way you have made 
a judgment that the bulk of the programs are deserving and should 
continue to have funding. 

• Mr. ANGRISANI. To the extent that we have resources, yes. 
Senator KENNEDY. Just to go back a step, was there any violation 

of the antideficiency law? Did the commitments that were made 
during this period of activity-did they violate the antideficiency 
law to any extent? 

Mr. ANGRISANI. I am not a lawyer; it is hard for me to answer. I 
can tell you this though-to the extent that it helps you-the books 
were out of balance. If that constitutes a violation, so be it. 

Senator KENNEDY. Are the GAO people still in the room? • 
Mr. CRISSMAN. Yes. 
Senator KENNEDY. Could I ask . you this? I meant to ask you 

previously. Would you come forward? • 
I apologize, Mr. Cluµrman; but I think this is important. 
The CHAIRMAN. That is fme. . 
Senator KENNEDY. This is quite a morning for you. 
Mr. CRISSMAN. Yes, sir. 
Senator, during our review . we obtained ·documentation from 

Labor which showed that as of January 80, 1981, the Department 
had not overobli.gated available CET A title m and title IV funds. 

However, had the Department continued to commit funds based 
on its CET A titles Ill and IV funding plans for the remainder of 
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the fiscal year, they would have exceeded their authorized obliga-. 
tions and possibly violated the Antideficiency Act. . 

Senator KENNEDY. I see. . 
Your report, on page 11, says, "As a result, the Labor activities 

obligating title 3 and 4 funds had avoided any potential violations 
of the Antideficiency Act." . • 

Mr. CR!ssMAN. That is right. After they had made cutbacks. 
Senator KENNEDY. Thank you very much. 
According to the GAO report exhibits, it would appear that the 

last 4 months. of the previous administration, according to exhibits 
C and D, out of 171 planned awards about 165 were still being 
funded. Is that correct? 

Mr. ANGJUSANI. I do not know exactly, Senator. I know we did 
not cancel them all. 

Senator KENNEDY. It would not surprise you if that were the 
case? . 

Mr. ANGRISANI. No; because our attempt was to bring the books 
back into balance, and we cut only enough to do that. 

Senator KENNEDY. If you add in the unplanned awards, exhibits 
E and F, it appears that out of the total 191 awards during that 
same period 170 are still being funded. 

Mr. ANGRISANI. That is possible. . 
Senator KENNEDY. So that roughly 90 percent of all the awards 

made during that period are still being funded. Is that right? 
Mr. ANGRISANI. Probably most of them, in a reduced fashion­

yes. 
Senator KENNEDY. Does that indicate that, although there may 

be some that have had problems, as ~east as far as the current 
administration is concerned, the majority of them, at least in your 
judgment.,....the judgment of the administration-.:·-were deserving of 
funding? 

Mr. ANGRISANI. I would say from the standpoint of the new 
administration coming into office, you have to spend the money 
that is there. Looking at the situation that we were faced with, it 
was totally prudent for us to bring the books into balance and keep 
that as our primary objective. 

So to that \'Xtent the answer is, "yes." However, I would like to 
add that we have done no performance reviews yet and that I 
would reserve the right to ~ake a full statement on that after our 
performance and audit reviews are done. 

Senator KENNEDY. As you heard during the course of this hear­
ing this morning, I think all of us feel strongly that there is going 
to have to be some kind of review of the contracting procedures 
and certainly a tightening up of the administration of these proce­
dures. 

What I am most interested in is to determine the extent to which 
there was a failure to establish procedures in a sound, thoughtful, 
and businesslike way, or whether ther were basic and fundamental 
violations by individuals of some kind of procedures which had 
been established. 

I think ~11 of us are going to come out of this hearing with a 
sense that we have got to do a great deal more about it; I certainly 
am. But how are we going to do much about it when the Depart­
ment itself now has put pretty much of a freeze on any travel and 
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is also going to cut back on personnel who are going to be review­
ing these kinds of programs to insure that the taxpayers' moneys 
are going to be carefully spent? 

Mr. ANGRISANI. I think one element of that equation that you 
did not mention, Senator, was that we are going to have sufficient­
ly fewer contracts to monitor too. 

•Senator KENNEDY. Even with fewer~ I understand a freeze is a 
freeze is a freeze, and you are not going to be ·able to send people 
out to travel around and take a look at any of these programs. 

We heard a lot of questions and answers before along the lines, 
"Is that sound business procedure?" and, "If you were running a 
business and had little businesses around the country, is that 
sound business-not going out and seeing what is going on out 
there, monitoring?" . 

Mr. ANGIUSANI. The way I would respond is that certainly the 
freeze is not a permanent one, unless the Federal deficit continues 
to grow. Then it may have to be. a permanent one. 

Senator KENNEDY. I have heard those speeches before. I am sure 
I will bear them again. But I would hope you would recognize that 
in trying to meet these responsibilities we must be able to do the 
kind of job that is going to be essential. If we cut back on the 
personnel who have both the skill and the training and ought to be 
adequately compensated to do the job, thus cutting back on the 
opportunities for the kind of overview and review of these con­
tracts that is needed, I am just wondering if we are really going to 
be able to do the kind of effective job that needs to be done, even 
with reduced programs. 

Mr. ANGRISANI. Senator, I do not want to be here 4 years from 
now going through this process on the other end of the stick. I 
assure you it will get done. 

Senator KENNEDY. OK. What is the out.standing amount now in 
terms of contracts that are out? Is it about $800 million? 

Mr. ANGRISANI. The number of contract? 
Senator KENNEDf. No; the amou_ nt of money that is out there. 
Mr. ANGRISANI. Discretionary contracts? 
Senator KENNEDY. No; discretionary contracts that have been 

signed-the total amount that is out in the field now. Is it about 
$800 million? 

Mr. ANGRISANI. In title ill or in title IV? 
Senator KENNEDY. Both. 
Mr. ANGRISANI. Probably $500 million for all discretionary pro­

grams. 
Senator KENNEDY. So we have got $500 million out there now, 

and you are saying that there is not going to be an individual who 
is going to be able to go out in the field and monitor that program? 

Mr. ANGRISANI. No, sir: 
Senator KENNEDY. What does the freeze really mean then? 
Mr. ANGRISANI. The 1981 plan has about $500 million in it. The 

1982 budget that was approved by the Congress in the reconcili­
ation process has significantly less. We have about $50 million in 
title III discretionary funds and about $60 million--

Senator KENNEDY. Whatever it is, do you think you can have any 
effective monitoring systems by not having individuals who go out 
and monitor the programs in the field? • 

• • ' ' 
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