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The Honorable Ted Stevens
Chairman

Committee on Appropriations
United States Senate

S-128 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 fourth 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. In this report we are commenting on the Corporation’s
June 21, 1999 Action Plan Progress Report (Appendix A) which, for the first time, included
information on the expenditure of funds earmarked for financial management reforms, as well as an
update on the Corporation’s progress in accomplishing the Action Plan.

Expenditure Reporting

In its June update, the Corporation reported that, through June 21, 1999, it had spent approximately
$1.5 million of the $3 million’ earmarked for financial management reform. The $1.5 million
consists of approximately $1 million of employee salary and benefit costs (including $140 thousand

'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 Reports 99-17, 99-23, and 99-25,
contain OIG’s comments on the Corporation’s December, February, and April submissions, respectively.

*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.

Inspector General
1201 New York Avenue, NW
Washington, DC 20525



for a grants management conference) and $500 thousand of contractor and vendor costs
(primarily for systems development projects, assistance in closing expired grants, and training).

We performed limited testing on the reported costs and interviewed Corporation staff responsible
for the Action Plan report. For reported personnel costs, we compared employee salary rates used
by the Corporation with payroll data and inquired as to the basis for allocating employee costs. For
contractor and vendor costs, we reviewed a judgmental sample of invoices and purchase orders
supporting contractor and vendor costs.

Our procedures revealed that approximately $320 thousand of the $1.5 million was reported in
error - a $120 thousand clerical error and $200 thousand of contract costs funded from prior year
appropriations. Inaddition, about §1 million of the $1.5 million consists of salary and benefit costs.
Of this amount, $750 thousand is attributable to staff who are fully dedicated to policy and systems
development tasks. The remaining $250 thousand is for staff whose time is not fully dedicated to
Plan tasks and who are not required to track the amount of time actually spent on activities related
to the Plan. Thus, we are not able to assess the validity of this portion of the costs.

Progress to Date

In the June update, the Corporation continued to report progress on its Action Plan. However, the
June report indicated that the Corporation has yet to achieve any of the nine goals identified in the
Plan. In addition, the Corporation continued to extend the completion dates for certain critical tasks,
including hiring a new Chief Information Officer and key tasks related to the implementation of its
new financial system. In the Corporation’s first submission on December 21, 1998, a CIO was
scheduled to be selected by February 28, 1999. However, the selection of a CIO has been extended
in each update to the Plan, and the June update reported that a CIO will be selected by July 30, 1999.
As we have commented in the past, 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 addition, the Corporation has extended the completion dates for
several tasks related to its new financial system - including the implementation date from July 28,
1999 to August 31, 1999. We were told that the current extensions are due primarily to problems
encountered in converting current year financial data from the old system to the new system.

Moreover, the Corporation reported that only nine of the 46 objectives are completed. Most of the
remaining objectives are those that are difficult to accomplish yet critical for the Plan’s success.
Further, most, if not all, of the tasks necessary to achieve a given objective must be completed before
OIG can determine whether the Plan’s goals have been attained. Consequently, to fulfill our
responsibility to report to the Conferees, we will initiate an assessment of the Corporation’s progress

during the final quarter of this fiscal year when the scheduled completion dates for most of the
Corporation’s efforts under the Plan have passed.



This letter is being sent to all members of the Senate and House Appropriation Subcommittees on
Veterans Affairs, Housing and Urban Development, and Independent Agencies and other interested
parties. 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.

S s

Luise S. Jordan
Inspector General

Appendix



APPENDIX A

Corporation Action Plan Progress Report Dated June 21, 1999
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