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Foreword
It is my pleasure to transmit to the Congress of the United States the Department o f Energy’s
eleventh Semiannual Repart on Inspector General Audit Reparu, in acootdance with the 19%%
Amendments to the Inspector General Act.
The mission o f the Department o f Energy (DOE) is to contribute to the Nation’s welfare by
providing the technical information and scientific and educational foundation for the
technology, policy, ar.d institutional leadership necessary to achieve efficiency in energy use,
diversity in energy sources, a more productive and competitive economy, improved
environmental quality, and a secure national defense.
As part o f our ongoing quality management effort, the Chief Financial Officer and the
Inspector General have chartered a process improvement team to explore options for
enhancing the present audit resolution and followup process. The team is expected to
improve and streamline the process, while continuing to meet the requirements o f the law
and central agency guidance. The results o f this team effort w ill ensure that the improved
process is value-added to all its customers and that we continue to manage our programs
without waste, abuse, or mismanagement.

Introduction
This is the Secretary o f Energy’s eleventh Semiannual Report to Congress submitted under
the Inspector General Act o f 1978, as amended. Pursuant to the Inspector General Act
Amendments o f 1988 (Public Law 100-504), agency heads are to report to Congress on the
status o f final action taken on audit report recommendations. This report complements a
report prepared by the Department's Office o f Inspector General that provides information on
audit reports issued during the period and on the status o f management decisions made on
Inspector General audit reports.
During the period covered by this report, A pril 1, through September 30, 1994, the
Department took final action on 40 operational, financial, and preawaid audit reports. At the
end o f the period 77 reports awaited final action. No final action was taken on contract and
financial assistance audits, leaving six reports requiring final action at the end o f the period.
This report has three sections. The first outlines significant audit resolution and followup
accomplishments achieved by the Department during the reporting period. The second
section contains the statistical tables that illustrate the status o f final action on Inspector
General audit reports. The third lists the audit reports that are one year or more past
management decision and have not completed final action. This section also provides the
status o f corrective actions on each o f these reports.
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Significant Management
Accomplishments
During the period A pril 1 through September 30, 1994, management decisions were reached
on 32 Inspector General reports and final actions were implemented on 40 other Inspector
General reports. The following information is provided on selected reports where corrective
action has been accomplished.
WR-B-93-063. "Audit o f Controls Over Firearms and Ammunition at the Central Training
Amrfemv and the Transportation Safeguard Division. Albuquerque. New Mexico.“ The
Inspector General audit revealed no discrepancies with physical control or accountability of
firearms at either facility, however, the conclusion was that the procedures and practices for
physically controlling, accounting for, and issuing ammunition at the Central Training
Academy were deficient. As a result, the Department has instituted additional administrative
controls over the physical control and issuance of ammunition that w ill ensure only the
ammunition needed fo r course instruction is purchased and expended. In addition,
procedures have been changed, incorporating a two-person rule for ammunition sign out/in,
to ensure ammunition is not left unattended by range personnel prior to physically
transferring the ammunition to the instructor, and to ensure that physical control of
ammunition is maintained continuously once it is removed from storage.
IG-0319. ’ Administration o f Conflict o f Interest Relating to Technology Transfer at Los
Alamos National Laboratory.* In an apparent conflict o f interest in their outside activities,
Los Alamos National Laboratory employees appeared to make decisions, use Government
resources, and take privileged information to further their personal financial interest in their
resp ectiv e spin-off businesses. These situations occurred because the Laboratory neither
adequately identified nor properly avoided situations in which potential conflicts o f interest
were apparent. At the direction of the Department, the Los Alamos National Laboratory, in
conjunction with the University o f California, revised their conflict o f interest policies to be
consistent with the University’s other laboratories and in compliance with the University of
California contract with the Department. The new policies were implemented in May 1994.
The Department w ill conduct annual reviews to ensure the effectiveness o f these policies.
IG-0351. “Audit o f Costs and Management o f the Yucca Mountain Project.“ The Office o f
Civilian Radioactive Waste Management, in an effort to achieve significant savings in
overhead costs, has streamlined procurement and fund allocation practices that were
identified by the Inspector General during the course o f this audit. The restructuring o f the
Yucca Mountain Site Characterization Office has clarified and refocused the management and
integration function to provide more efficient operations. At the same time, providing funds
directly to laboratories and universities, centralizing procurement activities, examining the
feasibility o f consolidating multiple subcontracts, and more clearly defining roles and
responsibilities of the participants has improved the cost effectiveness o f operations.
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BR-B-94-04. "Audit o f Martin Marietta Energy Systems. Inc.’s Use of Government Supply
Sources.* The Inspector General found that Martin Marietta Energy Systems, a management
and operating contractor at Oak Ridge, often did not use Government supply sources when
these sources were available, economically advantageous, or otherwise in the Government’s
best interest. In response to the Inspector General's recommendations, the Department has
directed Energy Systems to revise its written procedures to be consistent with Department of
Energy Procurement Regulations and also to require buyers to fu lly consider Government
supply sources prior to awarding purchase agreements. In addition, the contracting officer is
reviewing the report findings in order to determine the allowability o f the costs questioned by
the Inspector General.
HR-B-94-03. "Audit o f Production Decline and Nonnuclear Consolidation at the Mminri
Plant." Although the Department took some actions to reduce staffing and capital equipment
costs, the Inspector General found that staffing levels were not reduced commensurate with
declining workload requirements and capital projects were not delayed or canceled in
response to the Nonnuclear Consolidation Plan in 1992. In response to the report, the
Department developed and implemented an improved management control system which
identifies and tracks workload trends and uses these trends to forecast workload requirements
fo r staffing individual cost centers. As a result o f using the information from the
management control system, contractor staffing has been reduced by 24 percent. In addition,
all nonessential capital projects at the Mound Plant have been canceled and the funding
withdrawn.
IG-0314. "Pension Fund .V tivities at Department Laboratories Managed bv the University of
California." In response to the Inspector General’s concerns that the Department had not
implemented controls necessary to adequately protect the Department's contributions to, and
interest in, the University’s pension fund, the Department is in the process o f assessing the
reasonableness o f the actuarial assumptions and resulting contributions to the retirement plan.
“A..Hit n f Ihr W .« te M anagem ent P m fr .n l a t the Pem aM RnvimnmMital

Management Project." The Inspector General found that facilities and equipment were
acquired for the Femald Environmental Management Project but not used for extended
periods; excessive costs for architect and engineering services were incurred; and work that
could have been accomplished at lower cost in-house was subcontracted. In response, the
Department has implemented several initiatives including lim iting architect and engineering
services costs and requiring that a formal cost-beneflt analysis be submitted with the project
request. In addition, with the expiration of the contract with Westinghouse Environmental
Management Company of Ohio, the new contractor has taken action to avoid using
subcontractors for future residue processing; on-site decontamination facilities w ill be used
instead.

6

AUDIT REPORT STATISTICAL TABLE
For Л* Period April 1, through September 30, 1994
Total Number o f Audit Reports (Contract and Financial Assistance) and the dollar value of
disallowed costs:
Number o f
Disallowed 8/
__ Costs__
Audit reports with management decisions
on which final action had not been taken
at the beginning o f the period............................................ 4
$ 327,130
Audit Reports on which management decisions
were made during the period:
Those issued after enactment of
P.L. 100-504 ..............................................................
Total audit reports pending final action
during the period ............................................................

2W
6

122.000
$ 449,130

Audit reports on which final action was taken
during the period:
Recoveries (Payments to Contractors)...............................

0

-0-

Audit reports needing final action at the end
o f the period ................................................................... S 449.130

%/

The amount o f costs questioned in the audit report with which the contracting officer concurs and has
disallowed as a claim against the contract. Recoveries o f disallowed costs are usually obtained by offset
•gainst current claims for payment and subsequently used for payment of other eligible costs under the
contract.

fe/

Agrees with the Inspector General’s Semiannual Report to Congress for the same reporting period.

£/

Three of the audit reports with management decisions do not have final action within one year. One is
awaiting a final voucher submission from the contractor, and two have been turned over to the Department
of Justice for collection through the U.S. Attorney's Office.
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AUDIT REPORT STATISTICAL TABLE
For the Period April 1, through September 30, 1994

Total Number of Audit Reports (Operational, Financial and Preaward) and the dollar value of
recommendations that funds be put to better use agreed to by management in a management
decision:

Number of
Reports

Agreed Upon
Funds Be Put
To Better Use

85

$ 82,318,700

Audit re p o rts with management decisions on which final
action had not been taken at the beginning of the period . .

Audit reports on which management decisions were made during
the period:
Operational and Financial .................................................
32
Preawards...................................................................................... Q
T o ta l....................................................................................
Total audit reports pending final action during period

....

32W

$466,218,688
______ Q
$466,218,688

117

$548.537.388

Audit reports on which final action was taken during the period:
Operational and Financial .................................................... 40
Preawards...................................................................................... ß

$127,905,226
______ Q

T o ta l....................................................................................... $127,905.226
Audit reports needing final action at the end of the period . . .

77

$420.632.162

ft/ Adjusted to include one report not previously recognized as lacking final action.
£/ Includes nine inspection reports not included in the Office of Inspector General's complementary report
and excludes five audit reports addressed to the Federal Energy Regulatory Commission.
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In addition to the $466,218,688 in recommendations that funds be put to better use with
which the Department agrees, there is $168,865,312 with which the Department disagrees.
This amount is associated with six operational audits. The Department partially agreed with
the estimated amount of cost avoidance in four of these reports and disagreed entirely with
the estimate in the other two reports. These amounts are displayed in a similar statistical
table in the complementary Office of the Inspector General’s Semiannual Report to Congress.
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Inspector Générai Operational and Financial Audit and Inspection Reports
Open One Year or More After Management Decision
as of September 30,1994
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Motion ii expected is September 1995.

