ETHICS AND COMPLIANCE SCENARIO 2 – POSSIBLE ANSWERS

FACT PATTERN 

Contractor Gratuities to Government Personnel 

You are a government contractor working on federal construction project in Virginia.  Each week there is a morning safety meeting of contractor and subcontractor personnel.  The meeting is held in the contractor’s job trailer.  The contractor and subcontractors take turns providing the continental breakfast for the meeting which includes coffee, donuts, bagels and sometimes fruit.  The cost per person of the breakfast is less than $10.00.  The contractor and subcontractors also donate prizes for a safety awareness drawing presented monthly at the meeting.  The winner is drawn randomly from the names of the individuals on the sign in sheet for the meeting.  The prizes are typically valued at less than $400.00 and may include power tools, electronics, sporting goods, apparel, etc.   The final safety meeting following substantial completion of the project is more of a social event and involves attending a baseball game.  The contractor and several of the subcontractors have suites or sky boxes at the baseball stadium so they provide the tickets at no cost to the attendees.  Individuals pay for their own food and drinks.   
Discuss how you would deal with the following situations and what legal issues or ethical challenges they may present:  

1. Government employees attend the meeting regularly and have coffee and the breakfast provided. 

2. At one of the meetings, a government employee is chosen randomly from the attendees to receive the safety awareness prize which is a 22” flat screen television valued at $278.00.    
3. Following the meeting, a government employee in attendance asks one of the subcontractors for a subcontractor branded mug and a t-shirt.  
4. The contracting officer and her technical representative are avid baseball fans and sign up to attend the game by entering their names on the form posted in the job trailer.     
POSSIBLE ANSWERS AND CONSIDERATIONS

1. Government employees are restricted by law from accepting gratuities over certain dollar thresholds.  The FAR limits the threshold to a single gift or thing of value in excess of $25.00 with an annual aggregate cap of $50.00.  The issue with accepting breakfast at every meeting is that the value of each breakfast may not be in excess of $25.00 but over time could exceed the $50.00 annual cap.  A good practice is to note the per person cost of the meal on a sign placed where the breakfast is being served along with a jar, box or basket into which government employees can make their individual payments.  Those payments collected should be tracked and checked off against the number of government employees participating.  

2. A randomly awarded gift to a government employee is still a thing of value provided by
 the contractor and should be avoided.  The government employees should be made aware that they are excluded from participating in the random drawing.  
3. Government employees are restricted by law from accepting gratuities over certain dollar thresholds.  The FAR limits the threshold to a single gift or thing of value in excess of $25.00 with an annual aggregate cap of $50.00.  Not only may the gifts exceed the allowable value thresholds but a government employee wearing your company’s t-shirt or carrying around a mug with your logo could create an appearance of impropriety or conflict of interest.  
4. The contracting officer and the technical representative have to pay for their own expenses and this must be made clear at the outset.  Even company season tickets or skybox seats have a market value although it may not have personally cost the company employee anything for the tickets.  It is market value that is used to asses value for purposes of the gift rules.  Also adequate records of receipt of payment should be retained and only checks or some other verifiable form of payment should be received from the government employees.  

