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The Honorable Ted Stevens
Chairman

Committee on Appropriations
United States Senate

Capitol Building

Washington, D.C. 20510-6025

The Honorable C. W. Bill Young
Chairman

Committee on Appropriations
U.S. House of Representatives
H-218 Capitol Building
Washington, D.C. 20515-6015

This is our third report in compliance with the requirements established in the House of
Representatives Conference Committee Report accompanying P.L. 105-276." In the Committee
Report, the Conferees require that the Office of the Inspector General review and comment on the
Corporation for National and Community Service’s Action Plan and subsequent updates within 30
days of their submission to the Congress.

Our review of the Corporation’s April 21, 1999 updated Action Plan® revealed that the Corporation
continues to make progress on accomplishing the tasks delineated in the Plan. However, as
discussed below, the nature of the Plan and the importance of the remaining tasks still precludes our
ability to comment on the Plan’s effectiveness in implementing financial management reforms.

'In the House of Representatives Conference Committee Report accompanying P.L. 105-276, the Conferees stated that
$3 million of the Corporation’s fiscal year 1999 administrative appropriation was earmarked for funding financial
management reforms. The Conferees stipulated that within 60 days of enactment, the Corporation must submit to the
House and Senate Committees on Appropriation a detailed Plan for the expenditure of the funds and provide Plan
updates every 60 days on the use of the funds. The Corporation’s OIG is to independently review and comment upon
the Plan and each update within 30 days of their submission to the Congress. OIG’s previous reviews were issued as
OIG Reports 99-17, Review of the Corporation’s Action Plan, dated January 13, 1999, and 99-23, Review of the
Corporation’s February 19, 1999 Action Plan Progress Report, dated March 19, 1999.

*The Corporation’s Action Plan Progress Report is included as an Appendix.
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The Corporation continues to make progress on the Action Plan; however, only three of 40
objectives have been achieved.

The Corporation’s April 21, 1999 Action Plan update indicates that the Corporation has made
progress on the Plan since its inception. It reports that 51 percent (103 tasks) of the tasks listed in
the Plan have been completed as of April 21, 1999. In comparison, 39 percent of the tasks were
complete as of the last update in February 1999. However, while approximately one-half of the
Plan’s action items are categorized as accomplished and over one-half of the Plan’s time frame has
passed (the Plan covers fiscal year 1999), only three out of 40 objectives are fully completed. There
have been no dramatic accomplishments in terms of financial management reform. Of the three
objectives accomplished to date, one documents the Corporation’s decisions regarding a May 1998
National Academy of Public Administration study. The other two are part of seven objectives
required to achieve Year 2000 compliance.

Most of the remaining objectives and tasks are those that are the more difficult to accomplish and
those that are the most critical for the Plan’s success. As we previously reported, the Action Plan
1s designed to list many separate tasks related to achieving specific objectives or corrective actions.
Many of the critical and resource-consuming tasks are those at the end of the process. In fact, over
one-half of the objectives are not scheduled to be completed until the fourth quarter of fiscal year
1999. Therefore, most, if not all of the tasks necessary to achieve a given objective must be
completed before OIG can assess their effectiveness, or determine whether improvements in
financial management have occurred.’

Milestones are being extended.

In its February update to the Action Plan, the Corporation extended the milestones for 35 tasks. In
the April update, the Corporation has extended an additional 34 tasks. In our view, a total of 69
extensions on a total of 203 milestones (34 percent) calls into question whether the milestones are
realistic. Further, nine of the 69 tasks have been extended twice. Among these nine tasks are two
which relate to hiring a Chief Information Officer (CIO). Hiring a CIO to provide much needed
leadership in the Corporation’s information technology management is crucial to the success of the
information technology improvement goals.

In explaining the extensions, the Corporation’s Senior Operations Officer commented that, while it
1s difficult to address the number of extended dates on a global basis and numerous things can
impact the planned completion date for any given task, the revised due dates are primarily the result
of developing better knowledge of the time required to accomplish tasks and clearer identification

*In addition to responding to each of the Corporation's submissions within the 30-day time frame established in the
Conferees’ report, OIG will expand its reporting to include a comprehensive study of the Corporation’s progress to
improve its financial management. The study will be performed during the final quarter of this fiscal year after the
scheduled completion date of most of the Corporation’s efforts under the Plan.
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of needs and approaches to accomplishing tasks as the Plan progresses. She stated that the estimated
completion dates are aggressive, but the status of tasks in the Plan and the completion dates are
frequently discussed in staff and senior management meetings, and the dates are established with as
much precision as possible. Nonetheless, the number of revisions made to milestone due dates
indicates that the Corporation may be overly optimistic about its ability to meet the milestones and
that it may not be adequately planning for the accomplishment of the tasks.

The April 21, 1999 update does not include expenditure information.

In February, the Corporation provided its cost estimates related to the $3 million in fiscal year 1999
appropriations earmarked for financial management reforms. As part of our review of these
estimates, we requested that the Corporation provide actual expenditure information in future
updates. However, the Corporation did not provide information on its actual expenditures in the
April 21, 1999 update. As we have stated in previous reports, the Corporation lacks a reliable cost

accounting system and has not established an alternative means of systematically tracking these
expenditures.

The Plan lacks adequate measurements to assess the effectiveness of corrective actions.

To achieve its goal of improved financial management, the corrective actions designed by the
Corporation must be fully implemented and a process established to determine that the corrective
actions are working as intended. However, as we have stated in previous reports, the Plan lacks
sufficient standards or objective measures against which to assess improvement. Additionally,
several of the objectives end with the development of a Corporation policy and/or procedure, but do
not carry through to the implementation of the corrective action.

The Corporation has added several new tasks to the Plan since its inception. While the additional
tasks incorporated in the current update improve the level of detail for certain tasks and objectives,
they only add granularity to others. For example, under goal one, objective five, “implement a new
financial management system,” a task that was originally “test system” has evolved into three tasks
that address testing - “develop test plans,” “test online documentation,” and “begin system testing.”

OIG recommended in the prior Action Plan reviews that, as the Corporation continues to refine and
revise the Action Plan, it include tasks under each objective designed to result in the effective
implementation of a corrective action(s) and to monitor the actions and assess whether they are, in
fact, achieving the intended goal. The Corporation added 26 tasks to the Plan between the last update
and the current update; however, several objectives still lack tasks to measure or assess the
effectiveness of the corrective actions.



Implementation of the new financial management system has been postponed.

OIG had commented in its review of the February 19, 1999 Action Plan update* that we had
concerns about the Corporation’s ability to implement the new financial management system by June
29, 1999. The April 21, 1999 update has extended the completion date for this objective to July 28,
1999. However, given the extensive amount of modifications to transactions, system interfaces,
testing, and user training that will be required, OIG remains concerned that the Corporation will be
unable to meet this extended milestone.

In addition, the Plan indicates that the current financial management system, Federal Success, will
be shut down on June 30, 1999. However, the new system, Momentum, is not scheduled to be
operational until July 26, 1999. Corporation representatives have informed us that accounting
transactions and financial data will be maintained manually during this 28 day period and that steps
will be taken to minimize the number of transactions that must be processed and maintained
manually. The use of manually maintained accounting records increases the risks for errors in
completeness, classification, and accuracy of new data entered into the new system when it becomes
operational. The longer the period of time between the old system being shut down and the new
system being operational, the greater these risks become. Given that there is no period of parallel
processing with the old and new systems (indeed, neither of the automated financial management
systems may be operational for up to nearly a month) and that Year 2000 represents a deadline that

cannot be postponed or extended, OIG is concerned about the risk of lost and incomplete data during
this system conversion.

The Corporation’s Financial Systems Project Director has stated that the testing and “dry run”
conversions that will be performed prior to shutting down Federal Success on June 30, 1999, will
determine 1if the new system is capable of accurately storing and retrieving the Corporation’s
financial data. If these tests are not successful, the Corporation will not shut down the old system
and will continue to utilize it for as long as necessary. However, since Federal Success is not Year
2000 compliant, this “fallback plan” could only succeed to the end of the calendar year, at best.
Even now, continued operation of the old system requires creative practices and “work-around”
exercises. For example, to process grants that extend beyond calendar year 1999, the Corporation
must enter “12/31/99" into the data field for the grant completion date and put the actual completion
dateinto a “comments” field. During conversion to Momentum, a programming routine will convert
the date in the comments field into the date for grant completion. This type of data manipulation,
while necessary for the continued operation of the system and perhaps not a complex programming
effort in and of itself, only increases the opportunity for erroneous data to be carried from the old
system into the new system.

‘0OIG Audit Report 99-23, Review of the Corporation’s February 19, 1999 Action Plan Progress Report.
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Corrective actions planned to implement goal 9, Procurement Management, need to be
strengthened.

In OIG Audit Report 98-24, Audit of the Corporation’s Procurement and Contracting Processes and
Procedures, we concluded that the Corporation lacks an effective procurement system and that it has
not complied with all applicable statutory and regulatory requirements. Moreover, the number,
nature, and significance of the audit’s findings indicated that the Corporation’s procurement process
is vulnerable to fraud, waste, and abuse. To address these issues, the Corporation added a goal to
the Plan in the February update to award and administer contracts in compliance with statutory and
regulatory requirements. However, most of the objectives and tasks in this goal result in providing
training to procurement staff. Given the nature and extent of our findings and recommendations, we
do not believe that training alone will correct these conditions. Additionally, the Corporation
proposes that the same personnel responsible for the deficiencies in procurement operations will be
responsible for the corrective actions, without any indication that these individuals have received
training and are now capable of developing and implementing corrective actions. We remain
concerned that the objectives under the Action Plan will not result in significantly improved
procurement management.

The Corporation’s management controls assessment process requires improvement.

Another critical task the Corporation reports as completed is the establishment of a formal
management control plan on March 31, 1999. This plan represents part of the basis for the
Corporation’s assertions that current internal controls provide “qualified assurance” that control
objectives’® are being met, made in its 1998 Annual Reports to Congress. This “qualified assurance”
is based on self-assessments performed by Corporation managers; the results of recent audits issued
by OIG on the fiscal year 1998 financial statements and procurement management; and the day to
day management practices used by the Corporation. OIG reviewed the management control report
prior to its issuance and provided comments to the Corporation on April 16, 1999. We stated that
the limited information in the management assessments and the highly critical appraisals in the two
OIG reports cited provide no basis for “qualified assurance,” and we advised the Corporation to
report in its fiscal year 1998 management report that current management controls provide no
assurance that internal control objectives are being met.

*According to OMB Circular A-123, “Management Accountability and Control,” internal controls are to reasonably
assure that (i) programs achieve their intended results; (ii) resources are used consistent with agency mission; (iii)
programs and resources are protected from waste, fraud, and abuse; (iv) laws and regulations are followed; and
(v) reliable and timely information is obtained, maintained, reported and used for decision-making.
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This OIG letter is being sent to all members of the Senate and House Appropriation Subcommittees
on Veterans Affairs, Housing and Urban Development, and Independent Agencies. Because of the
nature of the Conferees’ request, as well as the short time frame for preparation and submission, we
did not obtain agency comments. If you or your staff have any questions or wish to discuss these

matters, please contact Bill Anderson, Assistant Inspector General for Audit, or me at
(202) 606-5000, extension 390.

Luise S. Jordan
Inspector General

Appendix



APPENDIX A

Corporation Action Plan Progress Report Dated April 21, 1999
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