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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
Chatrman

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

Dear Mr. Chairmen:

This is our second report to you in compliance with the requirements established in the House of
Representatives Conference Committee Report accompanying HR 105-769." 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.

Changes to the Plan

Our review of the Corporation’s February 19, 1999 update’ revealed that the Corporation has made
two significant substantive changes to the December 21 Action Plan, adding cost estimates and a
new goal related to procurement. First, the Corporation has included cost estimates related to
$3 million earmarked for financial management reforms.> The Corporation estimates that it will

'In the House of Representatives Conference Committee Report accompanying HR 105-769, 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. On December 21, 1998, the Corporation
submitted to the Congress its “Action Plan,” in response to the Conferees’ requirements. On January 13, 1999, OIG
issued its analysis of the December 21* Action Plan (OIG Report Number 99-17).

*The Corporation’s Action Plan Progress Report is included as Appendix A.
"The Corporation’s expenditure estimate is included as Appendix B.
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spend $1.6 million for staff (by reassigning current staff and hiring additional personnel). primarily
to prepare the Corporation’s financial statements. “clean up” accounting data. and implement a new
financial management system.* The Corporation estimates it will spend about $1.4 million for
contracts, primarily to expand a pilot project for an internet based system that allows grantees to
report information on AmeriCorps Members to the Corporation electronically, develop a grants
management system, and to train statf. The Corporation has provided OIG with some supporting
documentation for these cost estimates. However, it did not provide information on actual amounts
expended to date. We have requested that the Corporation provide actual expenditure information
in future updates.

As we have stated in previous reports, the Corporation lacks a reliable cost accounting system.

Further, the Corporation has not established an alternative means of systematically tracking these
expenditures.

We expect that, after completion of the Plan, there will be evidence to support the $1.4 million in
contracted services, and payroll data to support the cost of staff dedicated to Action Plan tasks.
However, approximately $565 thousand (18 percent) of the $3 million estimate relates to staff who
will spend some of their time on Action Plan tasks. The Corporation stated that the staff will not
maintain records to support time spent on these tasks. Therefore. for these charges, OIG and
Congress will have to rely on management’s assertions.

The second substantive change to the Plan is the inclusion of an additional goal to address material
weaknesses reported in OIG Audit Report 98-24, Audit of the Corporation’s Procurement and
Contracting Processes and Procedures. In that report 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 findings, the Corporation has added a ninth goal to the Plan: “to award and administer
contracts in compliance with statutory and regulatory requirements.” However, the objectives and
tasks in this new goal are focused primarily on 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.

Progress to Date

As we stated in our first report, the Action Plan lists many separate tasks related to achieving specific
objectives or corrective actions. Most, if not all, of the tasks necessary to achieve a given objective

must be completed before we can assess their effectiveness, or determine whether improvements in
financial management have occurred.

“The Corporation’s fiscal year 1999 appropriation provided $1.5 million in new funds and directed the Corporation to

redirect an additional $1.5 million to be spent on financial management reforms and other urgent program administrative
needs.
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The Corporation reports that 69 tasks have been completed as of February 19, 1999. Thirty ot these
tasks were already completed when the Corporation sent the December 21% Action Plan to Congress.

The Corporation is still very early in the process of this Plan. and numerous action items are not vet
scheduled for completion. As expected. the tasks completed to date are not concentrated within any
particular goal. and. with the exception of two objectives related to Year 2000 compliance. no
individual objective under any goal is complete. Consequently. OIG cannot conclude as to the
extent of improvements resulting trom these efforts.”

In its February update to the Action Plan the Corporation extended the milestones for 35 tasks.
Although the Corporation provided explanations for some extensions. the Plan is silent as to the
reasoning behind others. Importantly. five of the extended completion dates are tasks needed to
implement the Corporation’s new financial management system (Goal five). The Corporation’s
current financial management system is not Year 2000 compliant and timely replacement of the
system s critically important to continued financial operations. While the Plan states that the
extensions will have no impact on the date for implementation of the financial management svstem
(currently estimated to be June 29, 1999), OIG is concerned that the Corporation will be unable to
meet this milestone, given the extensive amount of modifications to transactions, system interfaces.
testing, and user training that will be required.

Other Observations

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 stated in our first report, the Plan lacks sufficient
detail and standards or objective measures against which to assess progress. Moreover, several of
the objectives in the revised Plan (as well as the December 21% Action Plan) end with the
development of a Corporation policy and/or procedure, but do not carry through to the
implementation of the corrective action. For example

+ Goal four, Objective one is to improve grant management processes. It discusses the
development of Corporation-wide recommendations and policies for three grant processes, with

no indication of policy implementation or later evaluation of whether the policy, once
implemented, is functioning as intended.

* Goal four, Objective four is to develop and implement close-out procedures for grants and
cooperative agreements. Task two of this objective is to draft and issue interim policies and
procedures for closing out NCSA grants. However, after these and other eligible grants are

‘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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closed out, there are no tasks to develop and implement final close-out policies and procedures
to be used in the normal course ot business.

+ Goal eight, Objective two is to improve State Office connectivity to Headquarters. However.
the only task under this objective is to perform a cost/benetit analysis of the options available
for improving access. There is no task to analyze the options and select one, nor is there a task
to actually improve State Office connectivity.

+  Goal eight, Objective three is to design a grants information system. The tasks for this objective
end at starting the design work for the grants information system. To achieve the improvement
in work processes and data access desired by the Corporation. this objective should result in the

implementation of an information system for grants and an evaluation of whether the svstem is
functioning as intended.

+  Goal eight, Objective four is to design a procurement module. This objective ends at selecring
a procurement module. Similar to our observation above, it would seem this objective should

result in the implementation and evaluation of a procurement module for the financial
management system and not end at its design.

OIG recommends that, as the Corporation refines and revises 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 achieving the intended goal.

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.

Sincerely,

Luise S. Jordan
Inspector General



APPENDIX A

Corporation Action Plan Progress Report Dated February 19, 1999
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APPENDIX B

Corporation’s Expenditure Estimate For $3 Million Appropriation
For Financial Management Reforms
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