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DEPARTMENT OF THE NAVY
NAVAL AUDIT SERVICE
1006 BEATTY PLACE SE
WASHINGTON NAVY YARD, DC 20374-5005

7540
N2009-NAA000-0139.000
8 Jun 09

MEMORANDUM FOR COMMANDER, NAVAL AIR WARFARE TRAINING
CENTER TRAINING SYSTEMS DIVISION

Subj: VENDOR LEGITIMACY (AUDIT REPORT N2009-0034)

Ref: (a) NAVAUDSVC Itr 7510/N2006-NAA000-0102.000 dated 12 Sep 06.
(b) SECNAV Instruction 7510.7F, “Department of the Navy Internal Audit”

Encl: (1) Status of Recommendations and Corrective Actions
(2) Management Responses from Commander, Naval Air Systems Command

1. Introduction.

a. Reference (a) announced a Naval Audit Service (NAVAUDSVC) audit of vendor
legitimacy. This draft report is a result of matters that came to our attention during that
audit We are providing the draft report for your review in accordance with reference (b).
Paragraph 6 provides audit results, and paragraph 7 provides our recommendations.
Based on in-process review efforts by the contracting activity, Naval Air Warfare Center
Training Systems Division (NAWCTSD), we identified that approximately $606,000 for
nine tactical training classes had been invoiced and paid even though the training classes
were not actually provided by either Blackwater or its subcontractor (American Shooting
Center (ASC)). To address the conditions found (issues with contractor invoicing,
documentation, quality control, supervision, and Federal Acquisition Regulation/Defense
Federal Acquisition Regulation (FAR/DFAR) compliance), Recommendations 1 through
4 are addressed to Commander, Naval Air Warfare Center Training Systems Division.

b. During our prior audit of vendor legitimacy, in February 2007, we found that
NAWCTSD paid invoices to a contractor, Blackwater, for training support, but did not
have supporting documentation to demonstrate that the classes were actually held. We
referred this concern to the NAWCTSD Command Evaluation and Control Office, which
initiated an internal review that included the contracting officer requesting from
Blackwater, supporting documentation from Fiscal Year (FY) 2004 to FY 2006. The
NAWCTSD review found that between May and October 2005, Blackwater invoiced for,
and was paid by, NAWCTSD for eight classes costing $539,128 which were never
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held. NAWCTSD subsequently identified an additional ninth course, valued at $67,391,
which was invoiced and paid, but not conducted. Navy Center for Security Forces (CSF),
the requiring activity for the Navy’s contract, gathers information pertaining to training
attendance, provides course contents and schedules, and also establishes the schedule of
courses from which the contracting activity (NAWCTSD) issues task orders authorizing
performance. According to ASC, CSF informed ASC that the questioned course
schedules were being revised. Blackwater said they were never informed of the course
schedule revisions (or cancellations), but that the services were not performed.
NAWCTSD issued task orders to Blackwater, although it appears the task orders should
have been cancelled, based on course schedule changes and revisions. Blackwater never
updated their scheduled payments to ASC, and paid the subcontractor as if the courses
were still being held. Blackwater said it was an administrative oversight.

c. By letter dated 11 September 2007, the NAWCTSD contracting officer, upon
coordination and concurrence with the NAWCTSD Command Evaluation and Control
Office and NAVAUDSVC, requested from Blackwater, recoupment of funds for
$539,128 worth of classes held, but not conducted, despite the contract’s cancellation
policy. Blackwater then informed the contracting officer it would repay $425,000 to the
U.S. Treasury, stating that Blackwater was not contractually obligated to return any funds
because of a cancellation provision that requires the Government to make full payment
for any course for which a task order is issued and cancelled with less than 10 calendar
days advance notice, but would remit as good business partners. However these classes
were not cancelled, they were never conducted.

3. Purpose of Audit. The objective of this audit was to verify that NAWCTSD properly
administered training contracts with Blackwater Worldwide (Blackwater). As noted, this
audit developed out of issues that came to our attention during our previous audit of
Vendor Legitimacy (N2007-0043, 27 June 2007).

4. Background. The objective of audit N2007-0043, “Vendor Legitimacy,” was to
verify that selected purchase card transactions were conducted with legitimate business
entities and in accordance with Navy policy. During the audit, we identified problems
with the contract invoicing documentation for contract N61339-02-D-0015 with
Blackwater. We referred our concerns to NAWCTSD Command Evaluation and Control
Office, which initiated an internal review that included the contracting officer requesting
supporting invoice documentation from Blackwater for FY 2004 to FY 2006. The
NAWCTSD review found that Blackwater had billed to, and was paid by, NAWCTSD
for nine classes costing $606,519 that were ordered, but never held.

a. Blackwater Lodge and Training Center, doing business as Blackwater Worldwide,
is a private military contractor and security firm located in Moyock, NC. Blackwater
was the largest of the U.S. State Department’s three private security contractors at the
time of the audit. Blackwater purportedly offers “the most comprehensive private

2



Subj: VENDOR LEGITIMACY (DRAFT AUDIT REPORT N2009-0034

tactical training facility in the United States.” Blackwater derives at least 90 percent of
its revenue from U.S. Government contracts. Approximately 66 percent of its U.S.
Government contracts are awarded on a sole-source basis, however the NAWCTSD
contract was awarded on a full-and-open competition basis.

(1) Contract N61339-02-D-0015 is a task order contract, which means no specific
quantity of items was ordered, and task orders were issued throughout the contract
performance period based on course schedules provided by the requiring activity, CSF, to
the contracting activity, NAWCTSD. The original contract award maximum was
$35,667,512, but after modifications, it had been increased to $66,055,328.

5. Criteria. Criteria also included Federal Acquisition Regulations and contract
N61339-02-D-0015 provisions.

6. Scope and Methodology.
a. The scope for this audit assist project included:

e Cataloging NAWCTSD’s N61339-02-D-0015 contract documents and data;

e Reviewing N61339-02-D-0015 contract documentation and related
information from NAWCTSD, Blackwater, and ASC;

e Reconciling Blackwater’s performance with billing records;

e Interviewing command and contractor personnel regarding contract issues;
and

o ldentifying material cost impacts and/or potentially improper activities, if any.

b. We did not perform a complete review of internal controls at NAWCTSD or
Blackwater. Also, Blackwater was unable to provide contract documentation for FY's
2003 and 2004, which limited our ability to review that information.

c. Our methodology included performing a review of the contract to determine what
was required of Blackwater by the contract provisions. We met with personnel at
NAWCTSD, Blackwater, and ASC. We reconciled invoices, task orders, and bank

statements provided by NAWCTSD and Blackwater in order to determine if any over-
billing had occurred.

d. We conducted this limited scope performance audit in accordance with Generally
Accepted Government Auditing Standards. Those standards require that we plan and
perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis
for our findings and conclusions based on our audit objectives. We believe that the
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evidence obtained provides a reasonable basis for our findings and conclusions based on
our audit objectives.

7. Audit Results.

a. The NAWCTSD Command Evaluation and Control Office, during its internal
review of contract N61339-02-D-0015, found that Blackwater had been paid
approximately $606,000 in invoices for nine tactical training classes that had been
ordered via the contract, even though the training classes were not actually provided by
either Blackwater or its subcontractor. The subcontractor, ASC, never invoiced
Blackwater for the courses; Blackwater still sent an invoice to NAWCTSD. NAWCTSD
issued valid task orders to Blackwater, although it appears the task orders should have
been cancelled based on course schedule changes and revisions. The NAWCTSD
contract with Blackwater contained a course cancellation provision requiring 10 calendar
days advance notice, otherwise the Government would make full payment for an ordered
course. Upon notification of findings from the contracting officer and a request for
recoupment, Blackwater informed NAWCTSD it would repay $425,000 of the initially
identified $539,128 to the U.S. Treasury, stating that Blackwater was not contractually
obligated to return any funds, but would do so as good business partners. Upon further
review by NAWCTSD, a ninth never-conducted course costing $67,391 was discovered
to have been billed and paid. The contracting officer sent a second letter requesting
recoupment for the ninth course. Although Blackwater initially said it would not return
any additional money above the $425,000, it later agreed to refund the U.S. Treasury
$606,000 for the nine not held classes, with no explanation. In total, Blackwater returned
$606,000 to the U.S. Treasury as of 22 April 2008.

b. In order to determine whether invoices were duplicated, contained errors, or
exceeded the amount of items actually offered, we performed a partial review of task
orders and invoices provided by NAWCTSD, Orlando, FL. We selected 6 task orders
from each fiscal year of the contract performance period, totaling 24 task orders from a
total universe of 195 task orders. These did not include the invoices for the nine classes
in question. We traced the contract line items to their respective invoices. These selected
24 task orders were found to be in accordance with FAR and had none of the issues cited
above. We performed an analysis on task order 0156 to determine whether the correct
number of instructors was provided to the Navy. We compared independent contractors’
timesheets to the list of courses provided during that time period. We determined that 14
independent contractors were required by that particular task order. Based on our
analysis, we could not determine whether the correct number of instructors was provided.
Blackwater claimed they supplemented the independent instructors with two of their own
employees. However, since Blackwater outsourced its payroll, there was no way to trace
employees’ hours worked to a specific task order. We noted weaknesses in NAWCTSD’s
administration of the contract. Details follow.
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c. Blackwater personnel informed us that no N61339-02-D-0015 contract course files
for FY 2003 and 2004 were available because, allegedly, NAWCTSD personnel
informed Blackwater that records only need to be kept for 2 years. However,
NAWCTSD had maintained complete contract documentation for the entire contract
period of performance. Blackwater later gave us a copy of Naval Education and Training
(NAVEDTRA) 135B, referenced in the contract, which states, “all [student] records will
be retained by the training activity for at least 2 years.” However, the retention of the
training records for 2 years only applies to the training activity, not the contractor. FAR
4.703 states contractors are to retain records “regardless of type and...form” for 3 years
after the final payment is made on a contract. The Vice President of Contracts and
Compliance at Blackwater said Blackwater would follow the FAR from now on.

d. Under the requirements of the contract, Blackwater’s invoices must list certain
information, including: name of the supplier; agreement number; date of call (phone calls
made about the service offered); date of the course; names of each student; a list showing
each course for each student (if the school charges by credit hours); and a breakdown of
charges for each student, including credit hours (if offered), tuition, application fees, and
other fees. Each student record should contain an invoice as well as a grand total for all
students listed on the invoice. Blackwater’s invoices contained the agreement number,
the name of the course, and the date the course took place. However, the invoices
provided no information regarding students who attended the class and expenses were not
itemized by student. Blackwater’s Navy Program Manager stated he believed the Navy’s
CFS had a lot of the information we were looking for, including the daily and monthly
attendance reports. We spoke with the contracting officer at NAWCTSD, and he stated
that since the audit, Blackwater has been including rosters with its invoices.

e. During an interview with ASC, we were informed that Blackwater had minimal
supervision over its contract with ASC. Blackwater notified ASC of classes ordered and
class dates via e-mail. The only other correspondence Blackwater had with ASC was an
occasional phone call from a Blackwater representative when they were in the San Diego,
CA area. According to ASC, no Blackwater representatives have physically been to the
ASC compound for oversight and observation of the classes conducted there. ASC
personnel have stated they have had more contact with Navy representatives regarding
the courses than with Blackwater. Blackwater did not perform proper oversight, which
resulted in billing of classes not held. Insufficient oversight could put an activity at risk
of fraud, waste, and abuse.

8. Recommendations. We recommend Commander, Naval Air Warfare Center Training
Systems Division:

Recommendation 1. Establish controls and provide oversight to ensure that the
contractors submit invoices containing the following information for each class in
which the contractor enrolls students, as required by contract specification:
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(a) Name of supplier, agreement number, date of call, and dates of the course;
(b) Name of each student;

(c) A listing showing each course for each student if the school charges by credit
hours; and

(d) A breakdown of charges for each student, including credit hours (if offered),
tuition, application fee, and other fees. Provide a total for each student and a
grand total for all students listed on the invoice.

NAVAIR Response to Recommendation 1. Concur. By contract Modification
P00024 issued on 18 August 2007, NAWCTSD incorporated the following
NAVAIR clauses into the contract to control the invoicing process; (1) 5252.246-
9512 Inspection and Acceptance, (2) 5252.232.9513 Invoicing and Payment Wide
Area Workflow (WAWF) Instructions, and (3) 5252.232-9511 Notice of
Requirements for Prompt Payment. This modification replaced the previous
invoicing procedures with the implementation of payment through WAWF rather
than through payment with a Government Purchase Card. In addition to changing
the invoicing process, the modification revised the information to be submitted by
the contractor with each invoice, to include: (1) contract number, (2) task order
number, (3) line item number, (4) date of performance, (5) course title, (6)
location of service and, (7) supporting documentation for the receiving report.
The supporting documentation including student rosters or instructor rosters will
be attached to the receiving report, depending on the contract line item
requirement. Contract Modification P000024 provided as Attachment (A).

The invoices, receiving reports, and associated course information are verified by
the acceptor, with input from the Contracting Officer’s Representative (COR) and
training site representatives, prior to acceptance. Since the incorporation of these
NAVAIR clauses, the contractor consistently provides the required data with each
invoice and receiving report. To specifically ensure compliance with the
NAVAIR clauses and to provide oversight of the invoicing process, NAWCTSD’s
contracting office prints out and files the receiving reports and supporting
documentation for each contract Task Order file. Action considered
complete/closed 18 August 2007.

NAVAUDSVC Comment on Response to Recommendation 1. The
actions taken by NAWCTSD meet the intent of the recommendation.
NAWCTSD implemented payment and verification of invoices and
required course information through WAWF. This recommendation is
closed effective 18 August 2007.
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Recommendation 2. Establish controls and provide oversight to ensure that the
contractor retains documentation supporting student-training records for 3 years after
the final payment is made on the contract as required by FAR.

NAVAIR Response to Recommendation 2. Concur. In accordance with FAR
Clause 52.212-5(d)(2), the contractor is required to make available at its office the
records, materials, and other evidence for examination, audit, or reproduction for
three years after final payment. On 22 January 2009, NAWCTSD verified with
the Blackwater Contracts Manager that Blackwater is complying with the FAR
requirement by maintaining all training and contracts records for the services
provided for 3 years after final payment of all task orders under this contract. The
contractor’s compliance is required through the remainder of the contract and for 3
years after final payment. Action considered complete/closed 22 January 2009.

NAVAUDSVC Comment on Response to Recommendation 2. The
actions taken by NAWCTSD meet the intent of the recommendation.
Blackwater is following FAR 52.212-(d)(2). This recommendation is
closed effective 22 January 2009.

Recommendation 3. Establish controls and provide oversight to ensure that the
contractor prepares and implements a quality control program to monitor the
performance of the sub-contractor and ensure the subcontractor is performing the
services in accordance with contract specifications.

NAVAIR Response to Recommendation 3. Concur. As of June 2008,
Blackwater no longer utilizes subcontractors in the performance of contract
N61339-02-D-0015. On 22 January 2009 Blackwater indicated to the Contracting
Officer that they currently have a structure in place, per company policy, to
monitor subcontractor performance should subcontractors be utilized in the future
on this contract. Action considered complete/closed 22 January 2009.

NAVAUDSVC Comment on Response to Recommendation 3. The
actions taken by NAWCTSD meet the intent of the recommendation.
Blackwater has provided its operating procedures for dealing with
subcontracts. This recommendation is closed effective 22 January 20009.

Recommendation 4. Establish procedures to ensure the Contracting Officer’s
Representative performs contract duties in accordance with the FAR and DFAR.



Subj: VENDOR LEGITIMACY (DRAFT AUDIT REPORT N2009-0034

NAVAIR Response to Recommendation 4. Concur. NAVAIR Instruction
4200.28D establishes policies and procedures for contract oversight. These
policies and procedures include ensuring COR training is current, performing
periodic reviews of the COR’s files, and COR’s adherence to the appointed duties,
ensuring CORS possess copies of the contract and all modifications, and ensuring
CORs understand contract requirements and their responsibilities. Additionally,
NAVAIR Instruction 4200.28D requires the contracting activity to designate a
COR coordinator to monitor the currency of the COR’s training and remind
contracting officers when refresher training is required. A COR coordinator is in
place at NAWCTSD and the Command will continue to raise the awareness level
of all involved in the COR program of their roles and responsibilities. In
conclusion, NAWCTSD utilizes the FAR, DFARS (including PGI), and NAVAIR
Instruction 4200.28D provided as Attachment (B).

Additionally, NAWCTSD has worked closely with the requiring activity, the
Center for Security Forces (CSF) in Norfolk, VA, to implement procedures for
confirmation of completed training and for communication of
changes/cancellations to training ordered under the contract. On 10 October 2007,
the CSF Executive Director provided an internal communication process to
improve and standardize the manner in which training courses are scheduled and
funded. By contract Modification P00027 issued on 3 June 2008, the course
cancellation policy was revised to remove the requirement for full payment when
cancellation is less than 10 days. Contract Modification PO0027 is provided as
Attachment (C).

By contract Modification PO0033 issued on 22 April 2009, the contract was
modified to further enhance the contract terms and tailor the course cancellation
policy by requiring the contractor to mitigate the costs associated with any courses
cancelled with less than 10 days advance notice, and to clarify there is no
presumption the contractor will be entitled to either full or partial payment for
training services that have not been provided. In addition to existing contract
surveillance and oversight procedures, this modification also incorporated a
Quality Assurance Surveillance Plan (QASP) further detailing the roles and
responsibilities of how Government personnel will monitor contractor
performance to ensure compliance with contract requirements. As with the QASP,
the COR appointment letter was revised on 22 April 2009 to include the above
procedures for Scheduling, Ordering, Monitoring and Making Payment of courses.
Contract Modification PO0033 provided as Attachment (D). QASP provided as
Attachment (E). COR appointment letter provided as Attachment (F). Action
considered complete/closed 22 April 2009.
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NAVAUDSVC Comment on Response to Recommendation 4. The
actions taken by NAWCTSD meet the intent of the recommendation.
NAWCTSD incorporated a QASP and revised it’s COR appointment letter
to include new procedures. This recommendation is closed effective 22
April 2009.

9. Any request for this report under the Freedom of Information Act must be approved
by the Auditor General of the Navy as required by reference (b).This audit report is also
subject to followup in accordance with reference (b).

10. We appreciate the cooperation and courtesies extended to the auditors.

FOIA
(b)(6)

Assistant Auditor General
Research, Development, Acquisition, and Logistics
Audits

Copy to:

UNSECNAV

0OGC

ASSTSECNAV FMC
ASSTSECNAYV FMC (FMO)
ASSTSECNAV IE
ASSTSECNAV MRA
ASSTSECNAYV RDA

CNO (VCNO, DNS-33, N4B, N41)
CMC (RFR, ACMC)

DON CIO

NAVINSGEN (NAVIG-4)
AFAA/DO

NAVAIR



Status of Recommendations and
Corrective Actions

Findingl

RECOMMENDATIONS

Action
Command

Target or
Actual
Completion
Date

1 Establish controls and provide oversight to ensure Commander, Naval 8/18/07
that the contractors submit invoices containing the Air Warfare Center
following information for each class the contractor Training Systems
enrolls students for, as required by contract Division
specification:
(a) Name of supplier, agreement number, date
of call, and dates of the course;
(b) Name of each student;
(c) A listing showing each course for each
student if the school charges by credit hours;
and,
(d) A breakdown of charges for each student,
including credit hours (if offered), tuition,
application fee, and other fees. Provide a total
for each student and a grand total for all
students listed on the invoice.
1 2 7 |Establish controls and provide oversight to ensure Commander, Naval 1/22/09
that the contractor retains documentation Air Warfare Center
supporting student-training records for 3 years Training Systems
after the final payment is made on the contract as Division
required by FAR.
1 3 7 |Establish controls and provide oversight to ensure Commander, Naval 1/22/09
that the contractor prepares and implements a Air Warfare Center
quality control program to monitor the Training Systems
performance of the sub-contractor and ensure the Division
subcontractor is performing the services in
accordance with contract specifications.
1 4 7 |Establish procedures to ensure the Contracting Commander, Naval 1/22/09
Officer Representative performs contract duties in Air Warfare Center
accordance with the FAR and DFAR. Training Systems
Division

'/ +  =Indicates repeat finding
2/ O =Recommendation is open with agreed-to corrective actions; C = Recommendation is closed with all action
completed;

U  =Recommendation is undecided with resolution efforts in progress

Enclosure (1)
Page 1 of 1




Management Responses from
Commander, Naval Air Systems

Command

DEPARTMENT OF THE NAVY
NAVAL AIR SYSTEMS COMMAND
RADM WILLLAM A. MOFFETT BUILDING

BUSE ROAD, BLOG
PATUXENT RIVER, MARYLAND 2
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From: Commander, Naval Air Systems Command
To:  Naval Audit Service, Assistant Auditor General for Research, Development, Acquisition,
and Logistics Audits

Subj: NAVAL AUDIT SERVICE DRAFT AUDIT REPORT ON VENDOR LEGITIMACY
(N2009-NAAD00-0139.000)

Ref:  (a) NAVAUDSVC Memorandum 7540 N2009-NAA000-0139.000 of 8 Apr 09
Encl: (1) NAVAIR Response to Subject Draft Report

1. Reference (a) forwarded subject draft report for review and comments. Accordingly,
enclosure (1) provides our response.

2. Please direct questions concerning the response to -I- FOIA

(b)(6)

nspector
Acting

Enclosure (2)
Page 1 of 6



ENCLOSURE 2: MANAGEMENT RESPONSES FROM COMMANDER, NAVAL AIR SYSTEMS COMMAND

~ NAVAL AIR SYSTEMS COMMAND RESPONSETO
NAVAUDSVC DRAFT AUDIT REPORT ON -

“VENDOR LEGITIMACY”

- - 0015, found that Blackwater had been paid approximately $606,000 in invoices for nine tac

. cancelled these classe

~ (N2009-NAA000-0139.000, DATED 08 APRIL 2009)

 FINDING 1: The Naval Air Wé‘z‘f‘ax‘éfiﬁe&t&f}l’rammé‘gystémé”ﬁivisj(mkaAWéTéD) ,
rnal n ntract N6l D

- Command Evaluation and Control Office,
tical

training classes that had been ordered via the contract, even though the training classes were not
~ actually provided by either Blackwater or its subcontractor, The subcontractor, American ,
 Shooting Center (ASC), never invoiced Bl water for the courses; Blackwater still gent'an .~
nvoice to NAWCTSD. NAWCTS alid task orders to Bl kwater, although it appears
o changes and revisions. The
: °d a course cancellation provision requiring ten
_ calendar days advance notice; otherwise the Governmme it wonld make full payment foran.
 ordered course. Upon notification of findings from the contracting officer and a request for
~ recoupment, Blackwater informed NAWCTSD it would repay $425,000 of the initially identified
$539,128 to the U.S. Treasury, stating th T was not contractually obligated to return
funds, but would do so as good bus There was no evidence the Government .
because ted. Upon further review by NAWCTSD,
~ aninth never-conducted course costing $67,391 was discovered to have been billed and paid.
The coniracting officer sent a second letter requesting recoupment for the ninth course. -
_ Although Blackwater initially said it would not return any additional money above the $425.000,
 itlater agreed o refund the U.S. Treasury $606,000 for the nine not held classes, withno
 explanation. In total, Blackwater returned $606,000 to the U.S. Treasury as of 22 April 2008,

_ courses provided during that time period. We determined that 14 independent contractors

In order to determine whether invoices.
_ amount of items actually offered, we i
_ provided by NAWCTSD, Orlando, '
_ contract performance period, totaling 24 task orders from a total universe of 195 task orders.
~ These did not include the invoices for the nine classe in question. We traced the contract line
~ items (o their respective invoices. These selected 24 task orders were found to be in accordance.

- We selected six task orders from each fiscal yearof the

- required by that particular task order. Based on our analysis, we could not determine w
correct number of instructors was provided. Blackwater claimed they supplemented the
 indep instructors with two of thei However, since Blackwater
- outsourced its payroll, there was no way to trace employees' hours worked to a specific task
~ order. We are noting weaknesses in NAWCTSD’s ation of the contract. Details follow.

~ FY 2003 and 2004 were available because allegedly
~ that records only need to be kept for two ears. Ho

__ Blackwater personnel informed us that no N61339-02-D-0015 contract course files for
WCESD personnel informed Blackwater -
: e er, NAWCTSD had maintained complete
 contract documentation for the entire contract period of performance. Blackwater later gave usa

. Enclosure (1)

Enclosure (2)
Page 2 of 6
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copy of Naval Education and Training (NAVEDTRA) 1358, refere
tates, “all [student] records will be retained by the training activity .

wever, the retention of the training records for two years only applies to the training activi
t the contractor. FAR 4.703 states ¢ Lo retain records “regardless of type .
_ and...form” for three years after the final payment is made onacontract. The Vice Presidentof

. Contracts and Compliance at Blac Blackwater would follow the FAR from nowon.

. . Under the requirements of the contra S
~ information, including: name of the supplier: agreement number. ? P
bout the service offered); date of the cour , names of each student; a list showing each course
~ for each student (if the school charges by credit hours); and a breakdown of charges forcach
g credit hours (if offered), tuition, application fees, nd other fees. Each student |
an invoic ellasae otal for all students listed on the invoi =
gor umber, the name of the course, and the date the
__ course took place. However, the invoices provided no information resarding students « .
~ attended the class and expenses were not itemized by student. Blackwater vy Program
~ Manager stated he believed the Navy's Center for Security Forces (CFS) had alotof the
 information we were looking for, includin ly and monthly attendance réports. We spoke
 with the contracting officer at NAWCTSD, 4 d that since the audit, Blackwater has

 been g rosters with its invoices.

d he

, During an interview with ASC. we were inform that Blackwater had minimal -~~~ |

__ supervision over its contract with ASC. Blackwater notified ASC of clas rdered as

 dates via e-mail. The only other correspondence Blackwater had with ASC was an occasional
phone call from a Blackwater representative when they were in the San Diego, CA area.

- RECOMMENDATION 1: Commander,
o ensure that the contractors sub

- S Qféﬂch Smdmt, .

-~ [(e)alisting showing each course for each student if the school charees by credit hours:

Enclosure (2)
Page 3 of 6
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(d) a brﬁakdown of f;harges far each st

hstcd on the i mvmz:e :

~ cludi (fofferedy, tuition,
apphcasmn Tee, and other fees. Provide a total for ench qtudent anda gra:nd tma}*‘fﬁr all studemis -

_ and Payment Wide Arca Workflow (WAWR) Instructions, and

POO()'M mued on 18 Augmt *?007
] ng NAVAIR clauses into the contract 1o control the
_ invoicing process; (1) §252.246.9512 Inspecti ce, (2152522329513 Invmcmg
(3)5252.232-9511 Notice ﬂf
. Requirements for Prompt Payment. This modification replaced the previons invoicing
_ procedures with the implementation of payment through WAWF rather than through p&ymﬁnt
witha Gavcmmzmt Purc iti ng tha mvmcmg process, the .

o performance (S) course title, (6) location of service an
 receiving report. The supporting documentation incl:
will be attached to the receiving report, depending on the contract line item reqmremen .

ﬁ'bntract Mcdiﬁcancsn PO0024 provided as Attachment (A

resentative {C(,?R\ and tmxmng

‘Tta

_contractor consistently provides the required data with cach giving report.
 specifically ensure compliance with the NAVAIR clauses and to provide ov@fsxght ofthe

~ invoicing process, NAWCTSD s contracting office prints out and files the. tecdiving reports and.
~ supporting documentation fm" each contract Task Order file. Action considered campieta/cmsﬁd
- 18 Augnsz 20()7 , ,

,, :m ensure that the contractor retains doc On SUppo

k _ yeurs after the final payment is made on the contract as 1= qmred by FAR

- NAWCTSB verified with the Blac
~ the FAR requirement by maintaining all training and contract

_ fo

three years after final payment of all task orders under this contract. The or's
. cmmphance is required through the remainder of the contract and for three years after final
‘paym&ﬁt Act}cm cnnmdered ccmpietffcm d . e

-

site r&pmﬂeniatz‘vé\ prior to acceptance. Since th ncorporation of these NAVAIR clauses, the

- accordance with contraet specifications.

 RECOMMENDATION 3: C and pmvndﬁ overslght k
~ to ensure that the contractor prepares and imp

- performance of the sub-contractor and ensire

lements a quality control program to monitor the -

Enclosure (2)
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ENCLOSURE 2: MANAGEMENT RESPONSES FROM COMMANDER, NAVAL AIR SYSTEMS COMMAND

. contract Kétiéﬁﬁoﬁﬁiééﬁ*gﬂcémpiété{c

~ NAVAIR BRESPONSE: Concur. As of June 2008, Blackwater no longer ntilizes subcontractors
= it‘l the performance of contract N6 1339:02.D-0015 On 22 Igﬁu@y,g{}ﬂg Blackwater indicatedto
_ the Contracting Officer that they currently have a structure in place, per company policy, to
_ monitor subcontractor performance should subcontraciors be utilized in the future on this
2 January 2009.

- procedures include ensuring current
 files and COR’s adherence to the appointed duties, ensu ng CORs |
_ and all modifications, and ensuring CORs understand ontract requirements and theer
‘ respongibiﬁties., Additionally, NAVAIR Instruction 4200.28D requires the contracting activity
to designate a € ; e currency of the COR’'s training and remind
g is required. A COR coordinator is in place at
: evel of all involved in the
s the FAR,

 DFARS (including PG ments
_ of the audited Blackwater Lodge eontract. NAVA] Instruction 4200.28D provided as
Achmentyy. = @ 0 -

Additionally, NAWCTSD |
- Security Forces (CSF) in Norfolk, VA,
. training and for communica trai .
- On 10 October 2007, the CSFE: - provided an internal communication process to.
_ improve and standardize the manner in which training courses are scheduled and funded. By
 contract Modification PO0027 issued on 3 June 2008, the course cancellation policy was revised
to remove the requirement for full payment when cancellation is less than ten days. Contract
- Modification PO0027 provided as Attachment (C) -

ly with the requiring activity, the Center for
mplenient procedures for confirmation of completed

By contract Modification POD033

 contractor to mitigate the costs associated with any courses cancelled with less than en days

~ Government personnel will monitor contractor performance

advance notice, and to clarify there is no presumption the contractor will be entitled to either full
 or partial payment for training services t cen provided. In addition to existing

~ contract surveillance and oversight procedures, this 1 odification also incorporated a Quality .
Assurance Surveillance Plan (QASP) fu -5 and re: '

to enstire compliance with contract -
letter was revised on 22 April 200910

_requirements. As with the QASP, the COR appo

Enclosure (2)
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ENCLOSURE 2: MANAGEMENT RESPONSES FROM COMMANDER, NAVAL AIR SYSTEMS COMMAND

, mclude the abQVﬂ pmcedtxree for Scheduling, ing, Mor d M tof
_ courses. Contract Modification PO0033 prwxécd as, tachmem @Dy QASP providedas
it letter provided as Attachment (}?) Action considered

- . evcy!v::dufmm thé ﬁzscussmn E?raft Asmst Repim aval Criminal Inv e

k _ Assist Vendor Legitimacy, Draft Report Number A2009-XXXX, dated XX January 2009. The
- ussion draft assmt e ,rt iden th “providing audit support 1 ik ;

kter) o detemuﬂe ife

Picaae chmgﬁ ﬁmt %entem::e pamgmph 3 on page 2 1o rez e of this a

. fo verify that NAWCTSD properly administered trammg contract, Nél339 02-D 0015, with
: Biackwatex W’midwxde: {Blackwater ‘ L ; .
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Page 6 of 6



CriTo 1 bpul <

ofthic reanort

A\ |




	Audit Report
	(b) SECNAV Instruction 7510.7F, “Department of the Navy Internal Audit”
	XXXXXXXXXXXX
	Assistant Auditor General
	Use this sheet as
	BACK COVER


