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SECTION 1: OVERVIEW



Department of Transportation, Office of Inspector General
Fiscal Year 2016 Budget Submission: Administrator’'s Overview

The Office of Inspector General (OIG) respectfully submits our fiscal year (FY) 2016
budget request of $87.472 million in support of 410 base-level full-time equivalents
(FTEs)'. Of the $87.472 million requested, $65.711 million would support personnel
compensation and benefit costs and $21.761 million would support other operating costs
necessary to field our professional workforce. Our request also includes adjustments to
cover anticipated inflation and mandated pay adjustments.

The OIG remains committed to fulfilling its statutory responsibilities under The Inspector
General Act of 1978, as amended (IG Act), while supporting the Secretary, senior
Department of Transportation (DOT) officials, the Office of Management and Budget
(OMB), members of Congress, and the American public in achieving a safe, efficient,
and effective transportation system.

The accompanying budget request for FY 2016 has been developed with the goal for OIG
to build on its long-standing record as a highly respected contributor to the Department's
mission. In the execution of our mission, we will continue to closely manage our
operations to minimize costs and maintain the highest level of service in the most cost-
efficient manner.

For FY 2016 we are asking for $386,000 to fund 3 FTEs (6 new positions) to enhance our
oversight of the Department’s programs designed to improve safety by reducing
transportation-related fatalities and injuries, and to strengthen our focus on administrative
programs that have significant budget impact.

The OIG’s work consistently enhances the safety, efficiency, and effectiveness of the
Nation's transportation infrastructure, and we have consistently demonstrated our
commitment to ensuring the greatest return on taxpayer investments. Our audit
recommendations lead to significant financial efficiencies by identifying large amounts of
improper payments; cost reductions; funds to be put to better use; and financial and
program improvements, including those that enhance safety. Our investigations further
protect taxpayer investments through fines, restitutions, and recoveries, and enhance
safety by thwarting criminal activities that put lives at risk.

1 An estimated 15 additional FTEs are also supported via carryover funding from the Disaster Relief
Appropriations Act of 2013 (DRAA), a temporary funding source. These funds support OIG oversight
activities of the Federal Transit Administration’s Public Transportation Emergency Relief Program.



In FY 2014, the OIG once again reported a substantial return on investment (ROI)? based
on our completed work. The cumulative results from 129 audit reports issued, 6
testimonies before Congress, and investigations resulting in 58 indictments and 64
convictions produced more than $550 million in financial recommendations and more
than $1.3 billion in fines, restitutions and recoveries. The resulting ROI of $22 for every
appropriated dollar continues a long history of double-digit returns.

Going forward, we anticipate continued focus of audit and investigative oversight on rail
and vehicle safety, including the National Highway Safety Traffic Administration’s
defect investigation program. In addition, we anticipate enhanced work on passenger and
motor carrier safety, including investigations involving the illicit operation of commercial
passenger carriers and the illegal issuance of commercial drivers’ licenses, and pipeline
safety programs. We also plan to evaluate the transport of hazardous materials
(HAZMAT) by rail and investigate the illegal and undeclared shipment of HAZMAT
across all modes of transportation.

In addition, we anticipate additional work in areas outside of safety. For example, our
latest review of the Department’s acquisition function identified significant weaknesses
that limit its ability to carry out its responsibilities in support of DOT’s mission. We
anticipate the need for additional reviews of Departmental procurement and contract
acquisition programs, and a comprehensive review of the Maritime Administration’s
management and operations.

OIG fulfills a unique role as the Department’s sole in-house source for objective
examination of its programs and their integrity. Our work requires a highly skilled and
diverse workforce to effectively execute our mission while addressing emerging
transportation issues, therefore our personnel costs are consistently in the range of 75
percent of total costs. Mission related travel and training, as well as rent and other fixed
facilities costs are significant items among our other operating costs.

The OIG has determined that our FY 2016 request of $87.472 million is necessary to
execute our mission—focusing on safety across all transportation modes—while
continuing to identify cost-savings opportunities and making recommendations to
improve DOT program efficiency and effectiveness.

? ROI compares the total dollar value of OIG findings to budgetary resources appropriated during the year.
Findings are comprised of court-ordered fines, restitutions, recoveries of improper payments, recommended
cost savings and recommendations for funds put to better use.
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EXHIBIT I-A

FY 2015 ORGANIZATIONAL CHART
DEPARTMENT OF TRANSPORTATION
OFFICE OF THE INSPECTOR GENERAL

Inspector General

FY 2015
2FTE
FY 2015
2FTP
Deputy Inspector General Totals
FY 2015 FY 2015
LFTE 422 FTE
FY 2015 FY 2015
L FTP 439 FTP
[ I I I ]
inci uality Assurance
astor || Reewsinemna
gations Evaluation External Affairs Administration Affairs
EY 2015 FY 2015 FY 2015 FY 2015 FY 2015
128 FTE 239 FTE 12 FTE S4FTE 3FTE
EY 2015 FY 2015 FY 2015 FY 2015 EY 2015
133FTP 250 FTP 12 FTP 35FTP 3ETP

Note: Reflects estimated Emergency Disaster Relief Oversight FTE and FTP of 15.




EXHIBIT I-B

FY 2016 ORGANIZATIONAL CHART
DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL

Inspector General

FY 2016
2FTE
FY 2016
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Note: Reflects estimated Emergency Disaster Relief Oversight FTE and FTP of 15.




SECTION 2: BUDGET SUMMARY TABLES



EXHIBIT 11-1

FY 2016 COMPARATIVE STATEMENT OF NEW BUDGET AUTHORITY

DEPARTMENT OF TRANSPORTATION

OFFICE OF INSPECTOR GENERAL

($000)

FY 2014 FY 2015 FY 2016
ACCOUNT NAME ACTUAL ENACTED REQUEST
Salaries & Expenses $ 85,605 $ 86,223 $ 87,472

Rescission

Subtotal $ 85,605 $ 86,223 $ 87,472
TOTAL $ 85,605 $ 86,223 $ 87,472
Appropriations $ 85,605 $ 86,223 $ 87,472

Rescissions 3 - $ - $ -



EXHIBIT I1-2
FY 2016 TOTAL BUDGETARY RESOURCES BY APPROPRIATION ACCOUNT
DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL
Appropriations, Obligation Limitations, and Exempt Obligations

($000)
FY 2014 FY 2015 FY 2016
ACCOUNT NAME ACTUAL ENACTED REQUEST
Salaries & Expenses $ 85,605 $ 86,223 $ 87,472
TOTAL: $ 85,605 $ 86,223 $ 87,472




EXHIBIT 11-3-a

FY 2016 BUDGETARY RESOURCES BY STRATEGIC GOAL
DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL

($000)

DOT Outcome

Program

FY 2016
Request

SAFETY

Improve safety of system

STATE OF GOOD REPAIR

Maintain or improve operating conditions

Sustain assets

ECONOMIC COMPETITIVENESS

Enhance productivity and growth

Increase access to foreign markets

Improve system efficiency

Create dynamic workforce

QUALITY OF LIFE IN COMMUNITIES

Enhance quality of life

Expand access and choice

ENVIRONMENTAL SUSTAINABILITY

Promote energy efficiency

Mitigate environmental impacts

Adapt to climate change

ORGANIZATIONAL EXCELLENCE

OIG

87,472

Develop human capital

Improve information systems and financial
management

SECURITY, PREPAREDNESS, AND
OTHER SUPPORTING OBJECTIVES

Ensure effective response

Meet national security needs

Expand small business opportunities

OVERHEAD PROGRAMS/FUNCTIONS
DISTRIBUTED TO PROGRAMS

TOTAL

87,472




EXHIBIT 11-4
FY 2016 BUDGET AUTHORITY
DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL

($000)
FY 2014 FY 2015 FY 2016
ACCOUNT NAME M /D ACTUAL ENACTED REQUEST
Salaries & Expenses D $ 85,605 $ 86,223 $ 87,472
TOTAL.: $ 85,605 $ 86,223 $ 87,472
Mandatory $ - $ - $ -
Discretionary $ 85,605 $ 86,223 $ 87,472
PROPRIETARY AND OTHER GOVERNMENTAL RECEIPTS
$ - $ - $
TOTAL: $ _ $ ) $




EXHIBIT I1-5
FY 2016 OUTLAYS
DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL

($000)
FY 2014 FY 2015 FY 2016
M/D ACTUAL ENACTED REQUEST
Salaries & Expenses D $ 82,635 $ 86,161 $ 87,347
Salaries & Expenses, Emergency Disaster Relief Oversight D $ 7 $ 2,500 $ 2,500
TOTAL: $ 82,642 $ 88,661 $ 89,847
[Mandatory]

Discretionary



0T

EXHIBIT 11-6
SUMMARY OF REQUESTED FUNDING CHANGES FROM BASE
DEPARTMENT OF TRANSPORTATION
Office of Inspector General
Appropriations, Obligation Limitations, and Exempt Obligations

($000)
Baseline Changes
Annualization One Additional FY 2016 Program
FY 2015 of 2015Pay  Annualization Compensable WCF Increase/ Inflation/ Baseline Increases/ FY 2016
Salaries & Expenses FY 2014 Actual Enacted Raises of 2015 FTE 2016 Pay Raises Day GSA Rent Decrease Deflation Estimate Decreases Request
(1.0%) (1.3%) (1.09%)

PERSONNEL RESOURCES (FTE) 393 407 407 3 410
Direct FTE 393 407 407 3 410
EINANCIAL RESOURCES
ADMINISTRATIVE EXPENSES
Salaries and Benefits $61,126 $64,319 $154 $0 $612 $240 $65,325 $386 $65,711
Travel $2,108 $2,580 $45 $2,625 $2,625
Transportation $22 $5 $5 $5
GSA Rent $5,146 $5,500 $0 $5,500 $5,500
Communications, & Utilities $920 $1,125 $1,125 $1,125
Printing $0 $1 $1 $1
Other Services: $11,389 $11,323 ($271) $83 $11,135 $11,135

-WCF (non-add) $3,737 $4,059 ($271) $3,788 $3,788
Supplies $439 $335 $335 $335
Equipment $1,671 $1,005 $1,005 $1,005
Insurance claims and indemnities

$0 $10 $10 $10

Unvouchered $0 $20 $20 $20
Admin Subtotal $82,821 $86,223 $154 $0 $612 $240 $0 ($271) $128 $87,086 $386 $87,472

TOTAL $82,821 $86,223 $154 $0 $612 $240 $0 ($271) $128 $87,086 $386 $87,472




DIRECT:
Salaries & Expenses
SUBTOTAL

TOTAL

EXHIBIT I1-7
WORKING CAPITAL FUND
DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL

($000)
FY 2014 FY 2015 FY 2016
ACTUAL  ENACTED  REQUEST CHANGE
$ 3737 $ 4059 $ 3788 $  (271)
3,737 4,059 3,788 (271)
$ 3737 $ 4059 $ 3788 $  (271)
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EXHIBIT 11-8
DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL
PERSONNEL RESOURCE -- SUMMARY
TOTAL FULL-TIME EQUIVALENTS

FY 2014 FY 2015 FY 2016
ACTUAL ENACTED REQUEST

DIRECT FUNDED BY APPROPRIATION

Salaries & Expenses, Direct 393 407 410
Salaries & Expenses, Emergency Disaster Relief 0 15 15
SUBTOTAL, DIRECT FUNDED 393 422 425

REIMBURSEMENTS /ALLOCATIONS/
OTHER

Reimbursements and 'Other’

Salaries & Expenses, Reimbursable 2 0 0
SUBTOTAL, REIMBURSE./ALLOC./OTH. 2 0 0
TOTAL FTEs 395 422 425
INFO:

Allocations to Other Agencies 0 0 0
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EXHIBIT 11-9
DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL
RESOURCE SUMMARY - STAFFING
FULL-TIME PERMANENT POSITIONS

FY 2014 FY 2015 FY 2016

ACTUAL ENACTED REQUEST
DIRECT FUNDED BY APPROPRIATION
Salaries & Expenses, Direct 424 424 430
Salaries & Expenses, Emergency Disaster Relief 15 15 15
SUBTOTAL, DIRECT FUNDED 439 439 445
REIMBURSEMENTS/ALLOCATIONS/OTHER
Reimbursements and 'Other’

0 0 0

SUBTOTAL, REIMBURSE./ALLOC./OTH. 0 0 0
TOTAL POSITIONS 439 439 445
INFO:
Allocations to Other Agencies 0 0 0
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SECTION 3: BUDGET REQUEST BY APPROPRIATION ACCOUNT



DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL

Appropriations Language

For necessary expenses of the Office of the Inspector General to carry out the
provisions of the Inspector General Act of 1978, as amended, [$86,223,000]
$87,472,000: Provided, That the Inspector General shall have all necessary
authority, in carrying out the duties specified in the Inspector General Act, as
amended (5 U.S.C. App. 3), to investigate allegations of fraud, including false
statements to the government (18 U.S.C. 1001), by any person or entity that is
subject to regulation by the Department: Provided further, That the funds made
available under this heading may be used to investigate, pursuant to section 41712
of title 49, United States Code: (1) unfair or deceptive practices and unfair
methods of competition by domestic and foreign air carriers and ticket agents; and
(2) the compliance of domestic and foreign air carriers with respect to item (1) of
this proviso. [ Provided further, That hereafter funds transferred to the Office of
the Inspector General through forfeiture proceedings or from the Department of
Justice Assets Forfeiture Fund or the Department of the Treasury Forfeiture Fund,
as a participating agency, as an equitable share from the forfeiture of property in
investigations in which the Office of Inspector General participates, or through the
granting of a Petition for Remission or Mitigation, shall be deposited to the credit
of this account for law enforcement activities authorized under the Inspector
General Act of 1978, as amended, to remain available until expended.]
(Department of Transportation Appropriations Act, 2015.)
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EXHIBIT 111-1
SALARIES & EXPENSES
Summary by Program Activity
Appropriations, Obligation Limitations, and Exempt Obligations

($000)
FY 2014 FY 2015 FY 2016 CHANGE
ACTUAL ENACTED REQUEST  FY 2015-2016
Salaries & Expenses $ 85605 $ 86,223 $ 87472 $ 1,249
TOTAL $ 85,605 $ 86,223 $ 87,472 $ 1,249
FTEs
Direct Funded 393 407 410 3
Emergency Disaster Relief 0 15 15
Reimbursable, allocated,
2 0 0

other
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DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL

Program and Performance Statement

The Department of Transportation (DOT) Inspector General conducts independent audits,
investigations and evaluations to promote economy, efficiency and effectiveness in the
management and administration of DOT programs and operations, including contracts, grants,
and financial management; and to prevent and detect fraud, waste, abuse and mismanagement in
such activities. This appropriation provides funds to enable the Office of the Inspector General
to perform these oversight responsibilities in accordance with the Inspector General Act of 1978,
as Amended (5 U.S.C. App. 3).
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EXHIBIT Il1-1a

OFFICE OF INSPECTOR GENERAL
SALARIES & EXPENSES
SUMMARY ANALYSIS OF CHANGE FROM FY 2015 TO FY 2016
Appropriations, Obligations, Limitations, and Exempt Obligations

ITEM

FY 2015 PRESIDENT'S BUDGET

Administrative Adjustments to Base:
Annualization of FY 2015 Pay Raise (1%)
Annualization of FY 2015 FTE
FY 2016 Pay Raise (1.3%)
One Additional Compensable Day

GSA Rent

Working Capital Fund

Non-Pay Inflation (1%)

etc.

SUBTOTAL, ADJUSTMENTS TO BASE

PROGRAM REDUCTIONS

SUBTOTAL, PROGRAM REDUCTIONS
NEW OR EXPANDED PROGRAMS:

6 additional FTPs (budgeted for 1/2 year in FY'16)
SUBTOTAL, NEW OR EXPANDED

PROGRAMS

FY 2016 REQUEST

18

Change from FY
2015 to FY 2016
$000

$86,223
154
0
612
240
0

(271)
128

863

386

386

$87,472

Change from FY
2015 to FY 2016
FTE

407

O OO OO oo

410



DOT Office of Inspector General
Fiscal Year 2016 Budget Request: Detailed Justification

What Is The Request And What Funds Are Currently Spent On The Program?

Our fiscal year 2016 budget request is for $87.472 million in total budgetary resources in support
of 410 base-level full-time equivalents (FTE). In addition, an estimated 15 FTEs are supported
with carryover funding from the Disaster Relief Appropriations Act of 2013, a temporary
funding source, for OIG oversight activities of the Federal Transit Authority’s (FTA) Public
Transportation Emergency Relief Program.

Table 1. FY 2016 DOT Office of Inspector General Budget Request

($000)
Difference from
FY 2014 FY 2015 FY 2016 FY 2015
Program Activity Actual Enacted Request Enacted
Salaries and Expenses $85,605 $86,223 $87,472 $1,249
Total $85,605 $86,223 $87,472 $1,249

Of the $87.472 million, $65.711 million would support personnel compensation and benefits
costs and $21.761 million would support operating costs over which we exercise minimal
control. Our request includes adjustments to cover anticipated inflation and mandated pay
adjustments.

OIG’s request reflects $386,000 to fund 3 additional FTEs (6 additional permanent positions for
one half of FY 2016). If approved, these additional FTEs will increase our base budget level to
410 in FY 2016. These additional FTEs will enable OIG to enhance our oversight of the
Department’s programs designed to improve safety by reducing transportation-related fatalities
and injuries, and to strengthen our focus on administrative programs that have significant budget
impact.

We anticipate continued focus of audit and investigative oversight on rail and vehicle safety,
including the National Highway Safety Traffic Administration’s defect investigation program.
In addition, we anticipate enhanced work on passenger and motor carrier safety, including
investigations involving the illicit operation of commercial passenger carriers and the illegal
issuance of commercial drivers’ licenses, and pipeline safety programs. We also plan to evaluate
the transport of (HAZMAT) by rail and investigate the illegal and undeclared shipment of
HAZMAT across all modes of transportation.

In addition, we anticipate additional work in areas outside of safety. For example, our latest
review of the Department’s acquisition function identified significant weaknesses that limit its
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ability to carry out its responsibilities in support of DOT’s mission. We anticipate the need for
additional reviews of Departmental procurement and contract acquisition programs, and a
comprehensive review of the Maritime Administration’s management and operations.

The OIG fulfills a unique role as the Department’s sole in-house source for objective
examination of its programs and their integrity. We have consistently demonstrated our
commitment to ensuring the greatest return on taxpayer investments and, in FY 2014, reported a
return on investment (ROI)* of $22 for every appropriated dollar. Our work requires a highly
skilled and diverse workforce to effectively execute our mission while also addressing emerging
transportation issues, therefore our personnel costs are consistently in the range of 75 percent of
total costs. Our current services budget funds these personnel costs and the other operating costs
necessary to field our professional workforce. Mission related travel and training, as well as rent
and other fixed facilities costs are among the more significant of these other operating costs.

The OIG has determined that our request for $87.472 million is necessary to execute our mission
in FY 2016—focusing on safety across all transportation modes—while continuing to identify
cost-savings opportunities and making recommendations to improve DOT program efficiency
and effectiveness.

The following table presents OIG enacted and requested FTE levels including information on
non-base FTE funded by the Disaster Recovery appropriation enacted in FY 2013.

Table 2. Total FTEs for Fiscal Year 2014 through Fiscal Year 2016

FY 2014 FY 2015 FY 2016
FTE Account Actual Enacted Request
Salaries and Expenses 395 407 410
Disaster Relief Oversight, 2013 - 15 15
Total FTEs 395 422 425

What Is This Program And Why Is It Necessary?
Since Congress established the Office of Inspector General in 1978, our office has been
dedicated to providing independent and objective reviews of the efficiency and effectiveness of
DOT programs and operations and to detecting and preventing fraud, waste, and abuse. Our 5-
year strategic plan, which aligns with the Department’s mission, describes the goals, strategies,
and performance measures for achieving our mission.

The Inspector General Act of 1978, as amended, requires Offices of Inspector General to:

e conduct independent and objective audits and investigations;

! ROI compares the total dollar value of OIG findings to budgetary resources appropriated during the year. Findings
are comprised of court-ordered fines, restitutions, recoveries of improper payments, recommended cost savings and
recommendations for funds put to better use.
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e promote economy, efficiency, and effectiveness;

e prevent and detect waste, fraud, and abuse;

e review pending legislation and regulations; and

e keep Congress and the Secretary fully and currently informed.

The OIG provides the only internal independent and objective source of recommendations to
DOT senior executives and managers. Working closely with Congress, the Secretary, and senior
DOT officials, we remain focused on maximizing taxpayer dollars while enhancing the
effectiveness and integrity of the programs that DOT administers through savings, recoveries,
and efficiency gains. Our audits, investigations and reviews lead to recoveries of large amounts
of improper payments, cost reductions, funds put to better use, and both financial and program
improvements, including increased operational efficiencies and improved safety.

The OIG is committed to fulfilling its statutory responsibilities under the Inspector General Act
while supporting DOT’s mission and its strategic goals of transportation safety, state of good
repair, economic competiveness, quality of life in communities, and organizational excellence.
As such, our budget request belongs entirely under the Departmental strategic goal of
Organizational Excellence. However, our work assists each of the Operating Administrations
and ultimately the Department in meeting performance targets in all strategic and organizational
goals.

Why Do We Want/Need To Fund The Program At The Requested Level?

This FY 2016 budget request has been developed with the goal for the OIG to build on its long-
standing reputation as a highly respected contributor to the Department's mission. The OIG has
a demonstrated record of efficient and effective oversight and consistently produces a significant
ROI of budget resources. In FY 2014, our work produced more than $550 million in financial
recommendations and more than $1.3 billion in fines, restitutions and recoveries, resulting in a
ROI of $22 for every appropriated dollar. Also during FY 2014, we issued 129 audit reports;
provided testimony 6 times before Congress; and conducted investigations resulting in 58
indictments and 64 convictions.

In addition to meeting our statutory commitments, our work focuses on DOT’s strategic goals
and major programs, and issues of interest to members of Congress and OMB, as well as the
transportation community and the public. The OIG must be ready and able to respond to
emerging issues as they arise in order to serve the best interests of all stakeholders.

Our flexible planning approach emphasizes timely and impactful reviews that reflect the interests
of all stakeholders and provides maximum benefit to taxpayers, seeking to maximize our limited
resources and address stakeholder priorities while proactively identifying opportunities for
improved operations and programs.
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What Benefits Will Be Provided To The American Public Through This Request?

The OIG’s work consistently enhances the safety, efficiency, and effectiveness of the Nation's
transportation infrastructure. Our audit recommendations lead to significant financial efficiencies
by identifying large amounts of improper payments; cost reductions; funds to be put to better
use; and financial and program improvements, including those that enhance safety. Our
investigations further protect taxpayer investments through fines, restitutions, and recoveries,
and enhance safety by thwarting criminal activities that put lives at risk.

The OIG issues an annual report on DOT’s top management challenges, which provides our
assessment of the Department’s management and operations and identifies issues that require the
most immediate attention to minimize financial or safety risks, or both. For FY 2015, the key
challenges identified for DOT are:

e Modernizing the National Airspace System and Addressing Organizational Challenges
e Enhancing Safety and Oversight of a Diverse and Dynamic U.S. Aviation Industry
e Increasing Efforts To Promote Highway, Vehicle, Pipeline, and HAZMAT Safety

e Improving Oversight, Project Delivery, and System Performance of Surface
Transportation Programs

e Leveraging Existing Funding Mechanisms To Finance Surface Transportation Projects in
a Challenging Fiscal Environment

e Managing Acquisitions and Grants To Maximize Performance and Save Federal Funds
e Securing Information Technology Resources

The OIG has also developed and maintains a comprehensive 24-month audit plan, updated
annually, to maximize our available resources and provide the greatest potential benefits to the
Department and the public. As part of this 24-month plan, we retain a safety catalogue of
potential audit areas, developed as a result of a comprehensive review of DOT budget data,
business plans, performance reports, modal websites, and agency publications. In addition,
through these tactical plans, we have identified an additional 100 audits that we propose to
initiate in critical areas across DOT's operating administrations.

The OIG receives a number of complaints on a daily basis through our hotline and investigative
referrals from national and local stakeholders. Our Office of Investigations focuses on criminal
cases that have the greatest direct impact on Department programs and operations, particularly
where regulatory enforcement action has been or will be ineffective. To determine whether a
complaint or referral warrants investigative attention, we use professional judgment to weigh
factors such as the impact on programs and operations, the seriousness or egregiousness of the
conduct, the availability of investigative resources, the prosecutorial appeal of the case, and any
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likely deterrent effects. Although it is difficult to predict the volume and types of cases that will
be reported to OIG in a given year, based on available resources, we focus our efforts on three
programs: transportation safety, grant fraud, and employee integrity.

The OIG's mission support services are provided by the Office of Procurement and
Administrative Services, the Office of Human Resources, the Office of Budget and Financial
Management, the Office of Information Technology Services, the Office of Training and
Development, and the Office of Legal, Legislative, and External Affairs. The OIG also
maintains an Office of Quality Assurance Review and Internal Affairs which reports directly to
the Deputy Inspector General.

We will continue to leverage the institutional knowledge of our professional staff—our most
valuable resource for achieving our mission—and execute the work identified in our tactical
plans and investigative priorities. These tactical plans and priorities focus on the entire
Department and its Operating Administrations and cover a wide array of topics, including:

Departmentwide

e Assessing DOT's oversight of financial and procurement-related issues such as travel card
use, disadvantaged business enterprise (DBE) program implementation, DOT contract
administration and management of information technology products and services contracts.

e Conducting other required Department-wide reviews including audits of DOT financial
statements, improper payments, and cyber security.

e Supporting our ongoing national procurement and grant fraud caseload and providing
outreach activities to enhance fraud awareness and to generate additional referrals from
Department and State and local stakeholders.

Federal Aviation Administration (FAA)

e Assessing FAA acquisition and NextGen modernization challenges, ranging from reducing
risk to improving the execution of billion dollar efforts. These audits help determine overall
program costs, schedule, and performance, as we assess FAA’s implementation of the
individual components, such as Automatic Dependent Surveillance-Broadcast (ADS-B), En
Route Automation Modernization (ERAM), DataComm, and Traffic Flow Management
(TEM).

e Evaluating air traffic control (ATC) facilities and operations, including assessments of ATC
system security, controller training, controller productivity, and controller collective
bargaining agreement.
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Assessing key aviation safety areas, ranging from FAA'’s oversight of aircraft repair stations,
controller operational errors and other aircraft separation losses, oversight of aircraft
manufacturing processes, and industry compliance with key safety directives.

Our criminal investigations involving FAA-funded projected and aviation safety programs
targeting alleged fraud, such as unapproved aircraft parts and false commercial airmen
certificates.

Federal Highway Administration (FHWA)

Evaluating FHWA's programs and tools for overseeing the billions of dollars provided to
States and localities to build, maintain, and repair the Nation's roads and bridges to ensure
compliance with enacted legislation (MAP-21). These audits will include assessments of
FHWA's oversight of States' transportation financial and project management plans for major
highway projects.

A significant portion of our grant fraud investigations focus on deceptive practices in FHWA
funded projects, such as product substitution, overbilling, sub-standard work, cost
mischarging and DBE fraud.

Federal Motor Carrier Safety Administration (FMCSA)

Continuing to protect American consumers and workers from fraudulent and deceptive
commercial practices that criminally violate FMCSA’s programs governing interstate
transportation of household goods.

Auditing FMCSA's effort to attain more comprehensive commercial motor carrier safety data
and an assessment of FMCSA's oversight of its largest grant program—the Motor Carrier
Safety Assistance Program—which provides over $200 million to States to reduce the
incidence and severity of commercial motor vehicle crashes.

Reviewing FMCSA's compliance with North American Free Trade Agreement (NAFTA)
cross-border trucking provisions and the agency’s efforts to enhance the consistency of
information reported to the Mexican Conviction Database and improve its capacity to
perform safe and efficient bus inspections at border crossings.

Our criminal investigations involving FMCSA'’s safety programs include hazardous materials
violations; egregious motor carrier safety violations, including Commercial Driver’s License
(CDL) fraud by a school or third party tester; and carriers that reincarnate under a different
identity in an effort to circumvent FMCSA’s safety regulations and/or penalties.

24



Federal Railroad Administration (FRA)

Evaluating FRA’s procedures for negotiating, amending, and overseeing grantee compliance
with High Speed Intercity Passenger Rail (HSIPR) grant agreement terms to determine
whether FRA is disbursing these funds in a manner that is consistent with program
objectives. FRA has thus far disbursed approximately $1.4 billion of the $10.1 billion
obligated under HSIPR and must disburse the remaining $8.7 billion by September 2017.

Assessing FRA’s ability to collect and manage railroad accident data that is both accurate
and timely. FRA requires railroads to submit accident data within 30 days of an applicable
incident and uses this data to focus its limited inspection resources on the Nation’s most
compelling safety risks.

Assessing FRA’s oversight of the transportation of hazardous materials by rail.

Reviewing FRA’s oversight of its grants to Amtrak to ensure the company is using the
billions of dollars in Federal financial support it receives each year to improve its operating
practices, control costs, and enhance the performance of its intercity passenger rail service.

Federal Transit Administration (FTA)

Evaluating FTA's execution of its new oversight responsibilities and mega-transit projects
focusing on cost, schedule, and local risks.

Assessing FTA's oversight of funds provided in the Disaster Relief Appropriations Act of
2013 (DRAA). This will include an evaluation of how the Department has executed DRAA
relief awards and addressed the risks identified; and a series of Sandy relief post-award and
oversight audits based upon significant risks identified.

Our grant fraud investigations involving FTA funded projects focus on items such as product
substitution, overbilling, sub-standard work, cost mischarging, and DBE fraud.

Maritime Administration (MARAD)

Assessing MARAD’s operations and responsibilities to identify management weaknesses and
duplication.

Addressing employee integrity matters at the United States Merchant Marine Academy
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National Highway Traffic Safety Administration (NHTSA)

e Assessing NHTSA'’s procedures for collecting, analyzing, and managing information to
identify safety-related vehicle defects.

e Assessing NHTSA’s oversight of highway safety grants. These grants fund programs for
occupant protection, child safety, motorcycle safety, and alcohol-impaired driving.

e Our criminal investigations involving NHTSA’s grant programs have focused on fraud
involving the Strategic Traffic Enforcement Program grants given to law enforcement
agencies.

e Addressing allegations of possible false statements to NHTSA as the government regulator of
motor vehicle safety by automobile manufacturers and suppliers to the automotive industry.

Pipeline and Hazardous Materials Safety Administration (PHMSA)

e Assessing PHMSA's oversight of States' pipeline control room management and hazardous
liquid spill response plans.

e Evaluating PHMSA'’s oversight of the transport of hazardous materials by rail.

e Our hazardous materials criminal investigations include frauds against PHMSA's programs,
including pipeline safety, cylinder retesting, and falsification of DOT required hazardous
materials packaging and marking.

The OIG’s tactical plan and investigative priorities provide a general framework for where we
focus our resources. Our ongoing proactive communications with Congress and Department
leadership help us to identify emerging issues that require immediate response. All our work
supports the modal Administrations in meeting their strategic objectives. As such, below are
descriptions of each modal Administrations’ mission and their role in supporting the national
transportation infrastructure and DOT policy, along with examples of the OIG’s recently
completed work impacting each mode.

Office of the Secretary (OST)

The DOT is a Cabinet-level agency headquartered in Washington, D.C., with offices in every
State and most major metropolitan areas. OST oversees the formulation of national
transportation policy and promotes intermodal transportation. Other responsibilities range from
negotiation and implementation of international transportation agreements, assuring the fitness of
U.S. airlines, enforcing airline consumer protection regulations, issuance of regulations to
prevent alcohol and illegal drug misuse in transportation systems and preparing transportation
legislation. The following are examples of some of our work related to OST programs and
operations.
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FISMA 2014: DOT Has Made Progress But Significant Weaknesses In Its Information Security
Remain, November 14, 2014. We presented the results of our annual audit of DOT’s information
security program and practices, as required by the Federal Information Security Management Act
of 2002 (FISMA). Consistent with FISMA and the OMB’s requirements, our audit objective was
to determine the effectiveness of DOT’s information security program and practices. We
provided these results to OMB via its Website. DOT had made additional improvements to its
program, but the Department’s systems were still vulnerable to serious threats due to deficiencies
in policies and procedures, enterprise-level controls, system controls, and management of known
security weaknesses. We made recommendations to address these issues.

DOT’s Suspension and Debarment Program Continues To Have Insufficient Controls, October
15, 2014. We issued a follow-up review of DOT’s Suspension and Debarment (S&D) program.
While the Department had taken some actions to address issues identified in our 2010 audit,
many of the Department’s decisions to suspend, debar, or take other S&D actions continued to
be untimely. Specifically, Operating Administrations’ S&D decisions for at least 87 of the 218
S&D parties (40 percent) we reviewed were made after the 45-day requirement. We also
identified significant data errors in the DOT S&D system, which undermined the system’s
effectiveness as a management tool. In addition, the Department continued to provide untimely
and inaccurate reporting of its S&D actions to the governmentwide S&D System for Award
Management (SAM). Our review determined that a significant number of the 144 excluded
parties we reviewed were not reported within required timeframes. Additionally, because the
Department did not adequately reconcile and validate the data in the DOT S&D system, we
identified seven parties that were listed as suspended or debarred in the DOT S&D system but
were not included in SAM. Failure to report excluded parties put the Federal Government at risk
of doing business with prohibited parties found to be unethical or irresponsible. We made seven
recommendations to strengthen DOT’s S&D program.

Federal Aviation Administration (FAA)

The FAA oversees the safety of civil aviation. The safety mission of the FAA includes the
issuance and enforcement of regulations and standards related to the manufacture, operation,
certification and maintenance of aircraft. The agency is responsible for the rating and
certification of airmen and for certification of airports serving air carriers. It also regulates a
program to protect the security of civil aviation, and enforces regulations under the Hazardous
Materials Transportation Act for shipments by air. The FAA, which operates a network of
airport towers, air route traffic control centers, and flight service stations, develops air traffic
rules, allocates the use of airspace, and provides for the security control of air traffic to meet
national defense requirements. The following are examples of our work related to FAA
programs and operations.
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Planning for High-Priority NextGen Capabilities Underway, but Much Work Remains for Full
Realization of Benefits, November 20, 2014. The FAA’s Next Generation Air Transportation
System (NextGen) is a multibillion-dollar transportation infrastructure project to modernize our
Nation’s aging air traffic system and provide safer and more efficient air traffic management. In
July 2013, FAA tasked the NextGen Advisory Committee (NAC) to review the Agency’s current
plans and activities affecting NextGen implementation and recommend investment priorities,
citing uncertainty around funding for NextGen projects. In September 2013, the NAC delivered
its report—providing FAA with industry’s highest priorities for NextGen primarily based on
their benefits, technological maturity, and implementation readiness. The Chairman and Ranking
Members of the House Committee on Transportation and Infrastructure, and its Subcommittee
on Aviation, requested that we examine FAA’s response to the report.

Since April 2014, four FAA and NAC integrated work groups have focused on developing a
master implementation plan for a selection of the NAC’s priorities including: (1) advancing the
use of performance-based navigation (PBN)—the NAC’s top priority, (2) unlocking closely-
spaced parallel runway operations, (3) enhancing airport surface operations through data sharing,
and (4) developing data communications capabilities between the cockpit and air traffic control.
In October 2014, FAA published the plan, which included commitments from FAA and industry
for the next 3 years. The plan identifies locations for delivery, timelines, metrics, and cost
estimates for each of the four prioritized capabilities. We made three recommendations aimed at
ensuring that all parties are held accountable for their commitments made as part of the FAA’s
implementation plan.

Management Limitations May Hinder FAA’s Ability to Fully Implement and Assess the
Effectiveness of Its Runway Safety Initiatives, September 25, 2014. Runway safety is a critical
concern for the FAA due to the risks associated with operating aircraft, ground vehicles, and
pedestrians in a confined space at considerably different speeds. Although the U.S. commercial
aviation industry is experiencing one of the safest periods in its history, several high-profile
runway safety incidents—known as runway incursions—have occurred. The Ranking Member of
the House Subcommittee on Aviation requested that we examine FAA’s Runway Safety Program
and actions underway to improve safety.

FAA had implemented 8 of the 11 initiatives in its 2007 Call to Action Plan for Runway Safety,
as well as several other national-level initiatives. However, FAA began reorganizing the Runway
Safety Group in 2011, and nearly 3 years later it remained in flux. FAA also lacked a baseline for
measuring its progress in improving runway safety. In 2012, FAA revised the reporting process
for runway incursions, which FAA indicates has increased the reporting of such events.
However, the lack of metrics made it uncertain if this represents an increase in the number of
actual events. To reverse the trend of the recent rise in runway incursions, we made five
recommendations aimed at improving the effectiveness of FAA’s Runway Safety Program.
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FAA Operational and Programmatic Deficiencies Impede Integration of Runway Safety
Technologies, June 26, 2014. From FY 2011 to FY 2013, the number of runway incursions at
U.S. airports increased by 30 percent, despite slight declines in air traffic operations during that
time. To detect potential runway conflicts, air traffic controllers use the FAA’s Airport Surface
Detection Equipment-Model-X (ASDE-X) at major airports. FAA has made runway safety a key
oversight priority and plans to upgrade ASDE-X and integrate two runway systems with ASDE-
X to improve safety: the Runway Status Lights (RWSL) system and the satellite-based
Automatic Dependent Surveillance-Broadcast (ADS-B). We assessed FAA’s ongoing efforts to
implement and integrate these surface surveillance technologies.

While FAA requires additional funding to upgrade and maintain ASDE-X’s current performance
levels and meet anticipated increases in air traffic, FAA did not know how the upgrade process
may affect ASDE-X’s performance. The RWSL program, which uses ASDE-X data, had
experienced operational and technical issues, and FAA rebaselined the program last summer,
significantly increasing costs, reducing the number of planned systems, and delaying program
completion. Further, it remained unclear when or how ADS-B will enhance pilots’ situational
awareness on the runway. Specifically, FAA had not determined whether it can provide pilots
with ADS-B information displayed in the cockpit and has halted efforts to use ADS-B to provide
pilots with direct alerts of potential ground collisions. Finally, FAA’s planning documents for
implementing runway safety technologies lacked key details on priorities, timing, and
accountability. Without a clear roadmap, it would be difficult to achieve and measure a new level
of technology or standard for runway safety. We made three recommendations to aid FAA’s
efforts to integrate surface surveillance technologies and promote runway safety. FAA concurred
with two recommendations and partially concurred with one.

Airport Owner Pleads Guilty to Fraud Charges in Connection With Airport Property
Development, July 24, 2014. The owner of Syracuse Suburban Airport (SSA) pleaded guilty in
U.S. District Court, Syracuse, New York, to a bank fraud charge for conspiring to defraud a
commercial bank of approximately $222,000 in connection with FAA airport property
development grants. The airport’s owner had purchased 93 acres in Hastings, New York, that
the FAA had designated for development as a reliever airport for Syracuse International Airport.
Between 2004-2009, SSA received five FAA grants totaling $2.97 million to be used for
planning and development of the reliever airport. SSA had established a line of credit from First
Niagara Bank (FNB) through which loan proceeds, reimbursable by the FAA grants, were to be
used solely for airport expenditures. SSA’s owner and co-conspirators devised a scheme to
submit false and fraudulent invoices to FNB for the release of loan proceeds to purportedly pay
for airport equipment. In reality, approximately $125,000 was diverted to an unrelated real
estate project in Texas and another $97,000 was diverted to an unrelated, now defunct bean
processing plant, owned by a co-conspirator.
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Former Flying Tigers Official Sentenced in Pennsylvania Fraud Case Involving False Aircraft
Inspections, May 14, 2014. A former official of Flying Tigers, a defunct Pennsylvania FAA
repair facility, was sentenced in U.S. District Court, Philadelphia, PA, to 60 months probation
and 60 hours of community service. The former official, an FAA certified airframe and
powerplant (A&P) mechanic previously pleaded guilty to criminal charges related to his
participation in a complex fraud scheme involving unauthorized aircraft inspections. The
investigation revealed that in 2003, FAA suspended the Flying Tiger’s owner’s authority to
conduct aircraft inspections, and ultimately in 2004, revoked his A&P certification and his
inspection authorization certification. The prosecution proved that at various times between
October 2003 and January 2010, Flying Tigers charged customers for the annual inspections of
their aircraft despite the absence of a certified mechanic with inspection authority. The 6-year
aviation safety investigation revealed that the defendants routinely altered airframe and engine
logbooks and made false entries to conceal their actions. Flying Tigers conducted more than 100
questionable aircraft inspections and repairs between 2003 and 2010 involving over 40 aircraft.

Federal Highway Administration (FHWA)

The FHWA coordinates highway transportation programs in cooperation with States and other
partners to enhance the country's safety, economic vitality, quality of life, and the environment.
Major program areas include the Federal-Aid Highway Program, which provides federal
financial assistance to the States to construct and improve the National Highway System, urban
and rural roads, and bridges. This program provides funds for general improvements and
development of safe highways and roads. The following are examples of our work related to
FHWA programs and operations.

FHWA’s Federal Lands Highway Program Lacks Adequate Processes for Thoroughly
Evaluating Contract Bid Prices, October 9, 2014. Between October 2012 and September 2013,
the FHWA'’s Office of Federal Lands Highways (FLH) awarded $305 million in contracts, which
totaled 53 percent of FHWA'’s fixed-price contracts. FLH relies on sealed bid contracting to
award its road projects. Given the importance of price reasonableness and FLH’s sizeable
contract awards, we initiated this audit to determine whether FHWA’s policies, procedures, and
practices meet Federa