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RESULTS IN BRIEF

The Federal Election Commission (FEC) Office of Inspector General (OIG) initiated an
audit follow-up review of the OIG’s 2007 audit of the FEC’s Employee Transit Benefit
Program. The purpose of the audit follow-up review was to verify whether management
had adequately implemented the OIG’s recommendations, as agreed, prior to closing the
outstanding recommendations. After issuing the OIG’s final audit report on February 13,
2007, a corrective action plan (CAP) was provided by management to the OIG on April
4,2007. Three recommendations were verified as implemented in May 2007 and closed
by the OIG. The remaining twenty-two were planned to be implemented by September
30, 2007. Subsequent to the CAP, management re-evaluated the expected
implementation dates of the outstanding recommendations: eleven were extended to
March 31, 2008; seven were extended to April 30, 2008; and one was left unchanged.
The remaining three were described by management as fully implemented by March 31,
2008. The results of this audit follow-up review show that only one of the 22
recommendations was implemented as of July 31, 2008.

The follow-up review results indicate program management does not have adequate
program controls or quality assurance processes as shown by the number and nature of
exceptions noted during detailed testing of the audit follow-up review. Therefore, the
OIG has made several recommendations for improvement to the management of the
program. In addition to the new listing of recommendations for the current exceptions
noted, we have included the previous corrective action plan provided by management as
Attachment 6 to this report. The corrective action plan shows that the OIG considers 21
of the 25 recommendations contained in the 2007 audit report still open as a result of this
audit follow-up review.

A listing of the findings identified in this audit follow-up review is included below:

FINDING

NUMBER | FINDING CLASSIFICATION

1 Transit Benefit program lacks sufficient oversight and accountability New

2 Program management has not complied with Directive 50 New

3 FEC’s Transit Benefit program control status reported to OMB was not New
fully or accurately assessed

4 Program policy and procedures need improvement Repeat

Program’s Internal Controls Need to Be Strengthened

5 Separated employees were not removed timely Repeat

6 Partl_(:lpants separating from the agency did not return unused transit Repeat
subsidy

7 Employees have access to duplicate benefits Modified repeat




FINDING

NUMBER | FINDING CLASSIFICATION

Employees did not comply with program policy and claimed benefits
while on:

8 = extended travel Repeat
= extended leave

= administrative leave

Employee claim patterns indicate they do not meet program eligibility

9 - New
requirements
Application, change requests and annual certification process is not

10 : . New
formally or effectively monitored

11 Program weaknesses relating to parking have not been addressed Modified repeat

Program Administration Practices Weaken Potential Control Environment

Employee names in the WMATA system are not consistent with other

12 FEC systems Modified repeat
Employees have been assigned SmartBenefits cards that remain .

13 unregistered in the WMATA system Modified repeat

14 Single WMATA system log-on used for multiple OHR staff New

Metrochek/Voucher Administration and Controls

15 Monthly balance of Metrocheks/VVouchers on hand should be reviewed Modified repeat

16 Metrochek stock level variances were not fully documented Repeat

Other Matters Of Interest

Employee claim patterns indicate they may not meet program eligibility

. New
requirements

As a result of this audit follow-up review, the OIG has concluded that management has
failed to adequately respond to the OIG’s 2007 audit recommendations to improve the
program. Further, as a result of the continued control weaknesses, the program was not
effectively monitored thereby providing opportunity for fraud, waste and abuse of
program funds. A table listing the 51 recommendations related to the 16 findings, as well
as 5 suggestions relating to the other matter of interest listed above, is included as
Attachment 1 of this report on page 56. The table also includes management responses to
the OIG recommendations and OlIG comment on management’s responses.
Management’s response to the recommendations and OIG comment on those responses
has also been included in the body of the report.



EXECUTIVE SUMMARY

The Federal Election Commission (FEC) Office of Inspector General (OIG) issued a final
audit report on the FEC’s Employee Transit Benefit Program on February 13, 2007. The
OIG initiated the 2006 audit of the FEC’s Employee Transit Benefit Program in response to a
2005 OIG hotline complaint alleging that some participants received transit benefits while on
extended business travel, a violation of FEC policy. The FEC’s Employee Transit Benefit
Program is a subsidy intended to encourage employees to commute to and from work by
means other than single-occupant vehicles. At that time, the employee benefit program had
not been reviewed since 1994 and, considering the cash equivalent nature of the program
benefits, the OIG believed that an audit of the program would be beneficial. In the final 2007
report, the OIG made 25 recommendations to improve program operations and prevent fraud,
waste and abuse by program participants. The report can be accessed at
www.fec.gov/fecig/transit07.pdf.

On April 24, 2007, the United States Government Accountability Office (GAQ) issued a
report, Ineffective Controls Result in Fraud and Abuse by Federal Workers, detailing its
testimony before the Permanent Subcommittee on Investigations, Committee on Homeland
Security and Government Affairs, U.S. Senate regarding the Federal Transit Benefit
Program. GAO performed the study because the national capital region had approximately
120,000 participants receiving roughly $140 million in benefits in 2006 and a number of
inspectors general (IG) had found instances of fraud, waste and abuse. In its report, GAO
stated ineffective program controls in the transit program resulted in fraud and abuse by
federal workers. The investigation revealed federal employees:

fraudulently requested benefits and then sold them on eBay and Craigslist;
fraudulently requested benefits and gave them to family and friends;

collected transit benefits while receiving agency-provided parking;

inflated transportation expenses on their applications above actual commuting
costs;

=  failed to return excess benefits on separation; and

. continued to collect benefits after leaving the agencies.

In conducting its investigation, GAO reviewed program controls at nine federal agencies®
and, based on those results, determined at least $17 million in fraudulent claims occurred in
the national capital region during 2006. Further, it was likely more than that amount was lost
if a similar magnitude of fraud existed in the agencies GAO did not review. GAO stated that
some of the fraud identified in its review could not be quantified and therefore could not be
extrapolated to the program as a whole. The GAO report can be viewed at
Www.gao.gov/new.items/d07724t.pdf.

As a result of the GAO investigation, the Office of Management and Budget (OMB) issued a
Memorandum for the Heads of Departments and Agencies, Federal Transit Benefits
Program, (OMB M-07-15) on May 14, 2007 requesting confirmation by June 30, 2007 that

! The FEC was not among the nine agencies reviewed by GAO during its investigation.



each department and agency had implemented a minimum level of internal controls with
respect to transit benefit programs. OMB included a listing of suggested internal controls as
an attachment to the memorandum. The attachment of suggested internal controls included
an agency notice to employees reminding them of proper and improper use of transit
benefits, a transit application form and a monthly calculation worksheet. Refer
http://www.whitehouse.gov/omb/memoranda/fy2007/m07-15.pdf at Attachment 2 of this
report. On June 28, 2007, the FEC responded to OMB’s request for confirmation that a
minimum of internal controls existed at the agency. The response is included as Attachment
3 of this report. The OIG does not believe the response submitted to OMB accurately
reflected the control environment in effect for the FEC at that time or currently.

The Federal Election Commission (FEC) Office of Inspector General (OIG) initiated a audit
follow-up review of the FEC’s Employee Transit Benefit Program to verify whether
management had adequately implemented the OIG’s recommendations, as agreed, prior to
closing the outstanding recommendations. After issuing the final report on February 13,
2007, a corrective action plan (CAP) was provided by management to the OIG on April 4,
2007. Three recommendations were verified as implemented in May 2007 and closed by the
OIG. The remaining twenty-two were planned to be implemented by September 30, 2007.
Subsequent to the CAP, management re-evaluated the expected implementation dates of the
outstanding recommendations: eleven were extended to March 31, 2008; seven were
extended to April 30, 2008; and one was left unchanged. The remaining three were
described by management as fully implemented by March 31, 2008. The results of this audit
follow-up show that only one of the 22 recommendations was implemented as of July 31,
2008.

The OIG conducted the audit follow-up review with the objectives of assessing the adequacy
of program policies and operating procedures, verifying employee compliance with program
participation requirements, and ensuring that appropriate internal controls are in place. The
audit follow-up review fieldwork was conducted between June 2008 and November 2008.
The audit scope included a review of program activity from April 2007 through July 2008
with limited testing on employees separated in fiscal year (FY) 20072 and full testing on
employees separated in FY 2008.

As during the prior audit, the audit follow-up review revealed the Office of Human
Resources (OHR) failed to properly suspend and remove program participants upon
separation from the agency or change in commute pattern. As a result, former employees no
longer eligible for the benefit had access to $13,556 in FEC transit funds, of which $1,181
was inappropriately claimed. This value includes $200 claimed by an employee while on
administrative leave who was ineligible to participate in the program. The OIG also
identified several employees who separated from the agency, but failed to return $624 of
unused transit benefits. Since the last audit report was issued, we noted the Finance Office,
with assistance from OHR, has recovered $767 of the $1,416 in transit benefits owed by
departing staff. It is noted, however, that documented procedures to ensure the process of

? Testing for date of last transit subsidy receipt was not performed for some staff where records were not readily
available due to elapsed time. This includes staff that received Metrocheks and separated prior to January 1,
2007.



identifying, documenting, communicating and recovering funds is not yet in place or working
efficiently. Weaknesses previously identified in FEC Directive 54, Employee Transit Benefit
Program, August 2001, have not been addressed and a newly revised draft policy and
procedures document provided by program management in January and July 2008 to the OIG
for review does not address all program weaknesses identified in the prior audit, or this
follow-up review.

The FEC has had program administration responsibility over transit benefits for 16 years. It
has received guidance and instruction from OMB, detailed illustration of control weaknesses
in the GAO report, and detailed recommendations contained in the previous OIG audit
report. We find, however, that program management has not implemented adequate controls
and quality assurance processes to ensure the program is managed effectively. This is likely
due to the current model where responsibility for program management is shared among
three divisions with no single individual assigned over-all responsibility for program
management and to ensure recommendations are fully implemented. The problem is further
exacerbated by the fact that FEC Directive 50, Audit Follow-Up, is not applied fully at the
Commission. For example, the Audit Follow-up Official did not produce semi-annual
reports to the agency head describing the outstanding steps or tasks required to implement
recommendations and a timetable for resolution. If the Commission were made more aware
of the quantum of corrective actions required and the lack of progress in implementation,
program management may have devoted the resources required to address the program
weaknesses.

The follow-up review results indicate program management does not have adequate program
controls or quality assurance processes as shown by the number and nature of exceptions
noted during detailed testing. Therefore, we have made several recommendations for
improvement to the management of the program. In addition to the new listing of
recommendations for the current exceptions noted, we have included the previous corrective
action plan provided by management as an attachment to this report. The corrective action
plan shows that the OIG considers 21 of the 25 recommendations contained in the 2007 audit
report still open as a result of this audit follow-up. Refer to the corrective action plan issued
by OHR on July 10, 2008 included as Attachment 6 of this report.



BACKGROUND

The Federal Election Commission’s (FEC) Employee Transit Benefit Program was
established in April 1992 to encourage employees to commute to and from work by means
other than single-occupant vehicles. To achieve this, the Employee Transit Benefit Program
provides financial incentives to employees who regularly commute via public transportation,
not to exceed the lesser of the federal tax-excludable amount or the actual commute cost.
Since the inception of the FEC’s program, Executive Order 13150, “Federal Workforce
Transportation,” was issued in April 2000 and mandated all Federal agencies in the national
capital region (Washington, D.C.) to implement a transit pass benefit program by October
2000. In 2008, the Federal tax-excludable amount for transit subsidy increased to $115 per
month for transit/vanpool benefits. As of January 1, 2009, the maximum tax-excludable
amount increased to $120 per month®.

According to FEC Directive 54, Employee Transit Benefit Program, August 2001, any
person on a full-time or part-time work schedule who is listed on the FEC payroll is eligible
to participate in the transit benefit program. To apply, employees must complete the FEC
Transit Subsidy Program Application (Attachment 4) and submit it to the Human Resources
Office. Once approved, employees remain eligible until they leave the employment of the
FEC or their commuting pattern changes in such a manner as to make them no longer
eligible. As of Aug 2, 2008, 342 out of a total of 367 temporary and permanent employees
were enrolled and approved to receive a total of $33,333 in monthly transit subsidy.

In the national capital region, the Washington Metropolitan Area Transit Authority
(WMATA or Metro) directs the Metrochek and SmartBenefits programs. Employees who
commute to work on WMAT A-specified forms of transportation have the option of receiving
their approved monthly transit benefit by paper Metrocheks or via SmartBenefits. Unlike
paper Metrocheks which are manually distributed by the FEC monthly, SmartBenefits allow
the FEC to electronically distribute transit benefits in a secure online environment. In fact,
SmartBenefits makes it more effective to manage transit benefits; a web-based program
allows the FEC to load the dollar value of an employee’s transit benefit directly to a
SmarTrip card.

Effective November 15, 2008, paper Metrocheks will no longer be available for employers
that participate in the Transit Benefit Program. SmartBenefit Vouchers will replace the
Metrocheks and will be accepted beginning December 1, 2008 to purchase fares on transit
providers that do not accept the SmarTrip card, such as Virginia Railway Express (VRE),
Maryland Area Regional Commuter (MARC) Train and buses operated by Keller, Dillon,
and Eyre Bus companies. SmartBenefit Vouchers will be available in $1.00, $10.00, and
$30.00 denominations. Unlike Metrocheks, transit benefits received via voucher cannot be
transferred to SmarTrip cards. Metrocheks that had previously been distributed to employees

3 As part of the American Recovery and Reinvestment Act of 2009 (ARRA) signed into law by
President Obama on February 17, 2009, available benefits under § 132(f) of the Internal
Revenue Code in relation to transit benefits will be increased to $230 dollars per month.



were accepted until the close of business on March 6, 2009. After that time, only the new
vouchers may be used, however, employees could exchange Metrocheks at Metro sales
offices through March 31, 2009.

The SmarTrip Card

The SmarTrip card is a permanent plastic farecard il

registered with Metro at the time of purchase. The I .i"" .l f
SmarTrip card can hold a maximum balance of $300 and e -l"FF'l' T

is currently used for metrorail, metrobus and = L | i

participating vanpool services. SmarTrip is also the only
way to pay for parking at Metro parking lots. The unique
serial number located on the back of the SmarTrip card
protects the card value assigned to the card and is used by the FEC to direct transit benefits.
The employee retrieves funds by swiping the SmarTrip card at specified kiosks located
throughout the WMATA system.

Use of the SmarTrip card benefits the employee by saving time spent visiting the FEC’s
Finance Office to receive the monthly benefit, provides the employee a way to recoup losses
if the card is lost or stolen and gives the employee the ability to consolidate all transit benefit
funding in one place, including adding money of their own, up to the card’s maximum funds
capacity. Employees who do not download the monthly benefit to their SmarTrip card by the
last day of the benefit month lose that month’s funding, which will automatically revert to the
agency as a credit posted on a future WMATA invoice, which is then applied to a future
purchase.

Employees who commute to work on any form of transportation that does not accept
SmarTrip, had the option of receiving their approved monthly transit benefit by Metrochek
paper fare, but are now required to receive their fare in the form of vouchers. Participants
must go to the Finance Office each month to sign for and obtain their monthly benefit.
Annually, participants are provided a schedule of Metrochek/Voucher distribution days. In
addition, employees are reminded by e-mail of the upcoming distribution each month on the
day before the beginning of the distribution of the next month’s subsidy. The Finance Office
distributes Metrocheks/vouchers generally on the last Thursday and Friday of the month and
the following Monday. Additional distribution days are the next Monday through Friday
after the initial three-day period.

Due to the elimination of Metrochek paper fare, OHR required all FEC employees who are
able to use SmarTrip for their commute to transition from Metrocheks by August 31, 2008 or
have their benefit suspended. This is a necessary process as WMATA began limiting the
amount of Metrocheks agencies were able to purchase each month in an effort to force
federal agency transition to SmarTrip and the new voucher program before the deadline.
After January 1, 2009, employees using transit systems that do not accept the SmarTrip card
were issued vouchers that can be used to purchase fare media accepted by those transit
providers (i.e. tokens, weekly or monthly fare cards).



Employee Transit Benefit Program Costs

Transit subsidy disbursements averaged $28,228 per month in fiscal year 2006, 2007 and
2008. These disbursements resulted in annual costs of $328,555, $320,393, and $339,123 to
the FEC for fiscal years 2006, 2007, and 2008 respectively. Projected spending for fiscal
year 2009 is more than $370,000.

Annual Expenditures for Transit Subsidy

340,000

330,000
Dollars

320,000

310,000
2006 2007 2008

Program Administration at the FEC

At the FEC, the Employee Transit Benefit Program is administered by three offices: the
Administrative Division, the Office of Human Resources (OHR), and the Finance Office.

The Administrative Division is responsible for the procurement of all Metrocheks/vouchers
for direct delivery to the Finance Office. As required by the program policy directive, the
Administrative Division must also maintain and provide to OHR a monthly list of employees
issued FEC parking permits, including a list of passengers who commute with the parking
permit holders. Employees who participate in an FEC carpool or are issued an FEC parking
permit are not eligible for the transit subsidy program.

OHR s responsible for processing, approving, and maintaining the Transit Subsidy Program
Participant Applications as well as maintaining a database of eligible program participants
generated in the agency automated accounting system. Monthly, OHR prepares the Transit
Subsidy Eligibility List used to distribute paper Metrocheks to eligible recipients. OHR is
also charged with reviewing the monthly list of FEC parking permit holders and their
passengers prepared by the Administrative Division to ensure that employees who receive an
FEC parking benefit are not eligible for the transit subsidy. OHR is responsible for
calculating the transit subsidy owed by separating employees, if any, and communicating the
information to Finance. OHR also manages the annual certification process whereby
employees certify their eligibility to participate in the program, document their commute
pattern, frequency and total monthly cost.

Establishing and maintaining the SmartBenefits (SmarTrip) accounts for those participants
who receive their benefit electronically is another responsibility of OHR. Using WMATA'’s
web-based program, OHR staff can add, delete, modify, and edit information contained on
the SmartBenefits database from the 1% through the 15" of each month. After the 15" of



each month, SmartBenefits orders for the upcoming month are processed by WMATA.
Since the FEC’s monthly SmarTrip order generates a permanent reoccurring record in
Metro’s database, any changes due to employee separations should be processed in a timely
manner by the 15" of each month. After the 15™ of the month, changes in the SmarTrip
order cannot be made. However, the SmartBenefits program allows OHR to suspend usage
of unclaimed FEC transit benefits at any time, including during the last month of
employment. For employees who depart after the 15™ of the month, OHR staff can also
suspend FEC paid transit subsidy for the upcoming month on the 28™ or after to prevent the
electronic transfer of additional subsidy to their SmarTrip card. This feature allows the
employer to limit a former employee’s access to benefits due to system limitations for
processing employee removal.

The Finance Office is responsible for determining the monthly order quantity of
Metrocheks/vouchers, certifying payment of WMATA invoices, as well as the safeguarding
and distribution of Metrocheks/vouchers. Additionally, the Finance Office maintains
monthly distribution records and is required to collect personal check, money order or
process a payroll deduction for unused transit benefit during the employee separation
clearance process.

Prior Audit Coverage of Employee Transit Benefit Program

A prior OIG audit of the Employee Transit Benefit Program conducted in 1994 found that the
program complied with statutory requirements and successfully achieved the intent of the
program. The OIG also concluded that the internal controls were sufficient to prevent fraud,
waste, or abuse. The prior audit revealed only a few minor weaknesses which did not
warrant a formal finding. Since the OIG’s 1994 audit, significant changes have occurred to
the FEC benefit program. The number of employees participating in the program nearly
doubled, the maximum monthly benefit more than quadrupled, and the FEC introduced the
new electronic SmarTrip card.

In 2005, a hotline complaint was submitted to the FEC OIG alleging that some participants
received transit benefits while on extended business travel, a violation of program policy.
The complainant believed that one or more FEC employees claimed their full transit benefit
while conducting extended out-of-town work assignments. Participants of the program who
do not commute to their normal duty station (i.e. the FEC building located at 999 E Street,
NW, Washington, D.C.) on a regular and reoccurring basis are not eligible to receive the full
monthly subsidy amount. FEC policy requires participants to adjust their monthly subsidy
amount when they vary their monthly commute to their official duty station. Employees
must commute a minimum of 50% of the available number of commuting days (business
days) per month between home and the official duty station on public transportation to be
entitled to their full monthly transit subsidy. Employees who do not commute a minimum of
50% in a month are only entitled to 50% of their full transit benefit for that month. Based on
the complaint, the OIG planned and conducted an audit in 2006 on the FEC Transit Benefit
Program.



As part of the OIG’s audit planning for the 2006 audit, the OIG requested information from
the FEC on any program violations related to the transit program since the OIG’s last audit of
the program. The OIG received records documenting program violations regarding a case in
2000. According to the records, the U.S. Attorney’s Office for the District of Columbia
declined to criminally investigate the 2000 matter and referred the issue to the FEC for
administrative action. The program violations involved three program recipients who
received benefits, but participated in a private carpool that received an FEC parking benefit.

Prior to the OIG’s 2006 audit, FEC management did not provide the FEC OIG with any
information regarding the allegations of possible misuse within the agency’s Employee
Transit Benefit Program. Nor was the FEC OIG contacted or approached by management to
conduct/assist with the investigation. Subsequent to the matter, the Director of Personnel at
the time suggested the OIG consider a future audit of the transit benefit program to ensure
employees’ actual commute costs match their transit benefits. The Director of Personnel
made no mention regarding the prior misuse or the need to assess the program’s internal
controls to ensure the weakness that allowed the misuse to occur had been improved. In fact,
the OIG’s 2006 audit found that management did not implement corrective action to address
the internal control issues previously noted in 2000. The current follow-up review of the
2006 audit also shows controls have not been implemented to prevent those who receive a
permanent or temporary parking benefit, or pay for parking at 999 E Street, do not also
receive transit benefits.

As a result of the 2006 audit, the OIG made 25 recommendations to improve management of
the transit benefit program. Since the report was issued in February 2007, the OIG has
received several hotline complaints regarding potential transit benefit program violations.
The complaints were referred to the OIG Chief Investigator and are under review.

10



OBJECTIVES, SCOPE AND METHODOLOGY

The objectives of this audit follow-up review were to: 1) assess program policies and
operating procedures for compliance with applicable regulations; 2) verify employee

compliance with program participation requirements; and 3) ensure that the appropriate
internal controls are in place. The follow-up fieldwork was conducted between June and
November 2008. The audit follow-up review scope included a review of program activity
from April 2007 through July 2008.

To accomplish the audit follow-up review objectives, we performed the following
procedures:

Reviewed Directive 54 and the draft (January and July 2008) Transit Subsidy Policy
(intended to replace Directive 54), HR Transit Subsidy Procedures for New
Employees, Transit Subsidy FAQ, FEC Employee Exit Clearance Form, and other
documents submitted by management to the OIG for comment. Refer Finding 4 on
page 19.

Conducted interviews with program staff in order to verify policies are consistently
followed; understand internal operating procedures; and to document any program

violations noted since the OIG’s prior audit conducted in 2006 and report issued in
February 2007.

Reviewed the FEC response to OMB Memorandum 07-15 to determine whether the
response correctly reflected the control weaknesses noted in the February 2007 OIG
audit report. Refer finding 3 on page 16.

Reviewed employee separations since the February 2007 OIG audit report to
determine whether their access to FEC provided transit subsidy was removed in a
timely manner and whether the FEC correctly sought recovery of unused subsidy
collected in the month separated. Refer findings 5 and 6 on pages 25 and 27.

Reviewed FEC transit applications of employees hired in fiscal year 2008 to
determine whether their application for subsidy was processed in a timely manner,
verified for accuracy and reasonableness, and formally approved by OHR
management. Refer finding 10 on page 39.

Reviewed transit applications of employees hired in fiscal year 2008 to determine
whether they were provided transit subsidy in accordance with FEC Directive 54.
Refer findings 4 and 7 on pages 19 and 29.

Reviewed the annual certification process to determine whether sufficient review of
employee certification occurs, whether the certifications are formally approved by
OHR management and whether employees who fail to certify are removed from the
program. Refer finding 9 on page 37.

11



Reviewed FEC employees’ electronic leave records to identify employees who have
taken greater than 80 hours of leave during a calendar month to determine whether
the employees appropriately reduced their transit benefit in accordance with Directive
54. Refer finding 8 on page 33.

Reviewed employee travel records for staff that may have traveled 50% or more
business days in a month to determine whether the employees correctly reduced their
transit benefit in accordance with Directive 54. Refer finding 8 on page 33.

Reviewed electronic SmartBenefit activity and manual Metrochek distribution reports
from April 2007 through July 2008 to determine whether:

o Employees have irregular claims that may indicate they do not meet program
eligibility. For example, participants who failed to claim SmarTrip benefits
for two consecutive months. Those with irregular claims had their transit
activity compared to their leave activity for reasonableness;

o Employees claimed full benefits after mid-month or had a pattern of
consistently claiming benefits late in the month, indicating they may not be
compliant with program Directive.

0 Registered program recipients who no longer claimed benefits were actually
former employees not removed from the program or current employees who
ceased to participate, but had not been removed,

o Employees were incorrectly listed as eligible recipients under both the
SmartBenefits and Metrochek programs;

o Employees had more than one SmartBenefit card actively registered,;

o Employees who have/had been granted a temporary (handicap) parking pass,
pay to park in the FEC parking garage, or are issued a permanent (FEC
provided) parking benefit are not eligible for the transit subsidy.

Refer findings 5, 7, 9, 11, and Other Matters of Interest on pages 25, 29, 37, 42, and
51, respectively.

Reviewed monthly Finance Office Metrochek distribution reconciliation forms for
January 2007 through July 2008 to assess whether Finance has reduced the balance of
Metrocheks on hand, as recommended in the prior audit report. Refer finding 15 on
page 50.

Created a reconciliation schedule of the monthly Finance Office Metrochek
distribution listings for the period January 2007 through August 2008 to determine
whether variances existed. Where variances were noted, reviewed supporting
documentation to determine whether Finance documented the reasons for any
overages or shortages in Metrocheks on-hand after the monthly distribution. Refer
finding 16 on page 50.

Performed a stock count after the November 2008 distribution to ensure the reported
amounts in the monthly reconciliation were accurate. There was no discrepancy.

12



AUDIT FINDINGS AND RECOMMENDATIONS

1. Transit Benefit Program Lacks Sufficient Oversight and Accountability

Because the FEC is a relatively small agency, the responsibilities for managing programs are
often shared between two or more divisions. With respect to internal audits, an Audit
Follow-up Official (AFO) is assigned responsibility for monitoring and reporting on the
status of outstanding audit recommendations, as described in FEC Directive 50, Audit
Follow-Up. The AFO, however, does not have authority to direct implementation or timing
of corrective actions by other divisions; the person merely reports the status of
recommendations.

In the case of the Transit Benefit Program, responsibility for program administration is
shared between three separate divisions, Office of Human Resources (OHR), Finance, and
the Administrative Division. Under this model, no one individual is responsible for ensuring
that the three separate divisions design, document and implement an adequate control
framework to ensure the transit benefit program is not susceptible to fraud, waste and abuse.
Instead, each division is responsible for performing one or more key functions and does not
report on whether it has established performance standards or monitoring controls over its
area of responsibility. For instance, OHR should define the data processing standards and
controls for OHR staff that process transit benefit applications, changes, or removals, and
then monitor whether the standards for timeliness and accuracy are met. To date, OHR has
not fully defined the standards and has not monitored staff performance. The Administrative
Division had established standards for providing some parking data to OHR, but has not
monitored whether the standard fully met program user needs or was met. Because no single
person is assigned overall responsibility for program management, neither division is
required to report on whether it has established adequate performance standards and whether
it has monitored performance and met the standard. As such, the respective divisions are not
able to monitor program performance as a whole, and information to assess program
performance can only be obtained through detailed audits such as the prior audit and this
audit follow-up review.

The lack of overarching accountability has contributed to a general failure to address the
control weaknesses identified in the prior audit report and is further illustrated in the nature
and number of additional findings included in this follow-up report. It is apparent that
managers from each of the three program divisions, each working independently on
implementing the prior audit recommendations, have not yielded the desired result, which is
an efficient program that serves the needs of FEC employees and is not susceptible to fraud,
waste or abuse.

Recommendation
la. The Commission should designate a single individual with the responsibility,
authority, and accountability to oversee the program in its entirety, and to address the

transit benefit program weaknesses identified in this follow-up report and the prior
transit benefit audit report.
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Management Response

la. Program responsibility, authority and accountability shall reside with an Office of
Human Resource (OHR) Specialist with oversight from the Office of the Staff
Director. The OSD prefers not to name specific individuals in this response but
offices instead. The OSD will develop and maintain on the FECNet OSD Web page a
list of staff, by name, responsible for critical actions and specific duties in offices
under the purview of the OSD. This action will be captured and addressed in the
Corrective Action Plan (CAP).

OIG Comment
The agency’s planned actions are responsive to the audit issues identified, and when fully
implemented, should satisfy the intent of the audit recommendation.

2. Program Management has not Complied with Directive 50

FEC Directive 50, Audit Follow-Up, April 2006, was created in response to OMB Circular
A-50, Audit Follow-Up, and details the roles and responsibilities of the FEC OIG and
program management with respect to audit follow-up actions required to address audit
findings. FEC Directive 50 mainly focuses on responsibilities for the OIG’s annual financial
statement audits, but also includes the following guidance for “Other Audits,” such as the
internal audit of the FEC’s Transit Benefit Subsidy program.

“Other audits

For any other audits conducted by the Inspector General or other agencies (e.qg.,
GAO) the Staff Director will recommend and the Commission shall approve, the
follow-up official. This person shall:

1.

ISR A

Develop a written corrective action plan, including specific steps and/or tasks to
be taken to implement the corrective action plan and a time frame for completion
of each step or task, to be presented to the Commission within thirty days of
receiving an audit report;

The written corrective action plan shall be presented to the Commission through
the Staff Director, including any comments the Staff Director may add, for
information, tally vote or for discussion at a Commission meeting;

Conduct regular meetings with the Inspector General or other audit officials
throughout the year to follow-up on outstanding findings and recommendations,
and include reports on those meetings in the written corrective action plan and
the semi-annual reports required to be presented to the Commission;

Respond in a timely manner to all requests;

Engage in good faith effort to resolve all disagreements; and

Produce semi-annual reports to the agency head. These reports shall include the
status of all unresolved audit reports, the outstanding steps or tasks required to be
completed in order to resolve the recommendation raised in the audit reports, and
a timetable for resolution of those steps or tasks; and the number of reports or
recommendat