


g - Office of Inspector General
P & | Washington. D.C. 20230

November 30, 1979

Honorable Walter F. Mondale
President of the Senate

and ‘
Honorable Thomas P. O'Neill, Jr.
Speaker of the House of Representatives

Dear Mr. President and Mr. Speaker:

This is the first Report of the Imspector General to Congress
since my appointment on July 2, 1979,

The major steps which we have under taken in the last several
months have. been those dictated by our new duties under the
Inspector General Act of 1978.

The Assistant Inspector General for Auditing and the Assistant
Inspector General for Investigations have been selec ted. & new
policy and administration unit has been formed, which is in
charge of developing and coordinating audits and investigations
policies, developing our fraud awareness education program, and
structuring communication links and our role within the
Department. We have begun to review and comment on proposed laws

and regulations which have an impact on fthe efficiency and

effectiveness of Commerce programs and on our ability to
investigate criminal activity. The audits and investigations
staffs have begun to extend their capabilities.

In this initial ©period, we have begun to broaden the scope of
audit and investigative activities so as to afford the Department
the fullest benefit from them. I have directed that audit steps
be extended so that we can determine whether gquestionable
transactions were fraudulent. We now analyze employee wrongdoing
to determine whether departmental procedures can be corrected to
prevent recurrence and follow-through to monitor changes.
Resolution of financial audit recommendations within six-months
is now Department policy. This policy should prove instrumental
in permitting the Department to promptly ‘recoup menies identified
in audit reports as questioned costs.

Sincerely, Z
- , Al s s f
iy [ onsd

Mary P. [Bass
Inspec tor General of Commerce

UNITED STATES DEPARTMENT OF COMMERCE
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HIGHLIGHTS

The 0ffice of Inspector General (0IG) directed its efforts during
this six-month period to organizing and setting in motion the
operations and programs necessary to provide for prompt and
effective implementation of the It Act, and performing
substantive audits and investigations.

SUMMARY OF 0IG INITIATIVES

Buring

this period the 1G:

Established a fraud abatement program including the
initiation or strengthening, as appropriate, of a fraud
control unit, applicable management information
systems, a hotline, an audit leads file and extended
audit steps.-

Established a policy unit charged with developing and
coordinating audits and investigations policy, and with
developing new initiatives to combat fraud, waste and
abuse in the Commerce Department.

Established and implemented a program for review of
legislation and regulations.

Appointed a legal counsel to the IG, who provides
criminal law and investigative procedure expertise
within the Department.

Initiated the development of a systematized and
prioritized training effort for the audit,
investigative and administrative staffs and the
development of a fraud and standard of conduct
awareness program for Commerce employees.

Met with Commerce Assistant Secretaries and key Bureau
officials to explain programs and impact of the IG's
0ffice, to elicit their cooperation and support, to
review open problems and to establish 1iaisons.

Increased cooperation with Law Enforcement Organ-
fzations.

Accepted increased responsibility for managing
responses to GAO reports and initiated a reevaluation
of existing procedures in order to improve the
Department’'s responses.

Initiated Joint Audit-Investigative Reviews.



SUMMARY OF AUDIT_AND INVESTIGATIVE EFFORTS

During this six-month perjod, much of the Audit and Investigative
staffs' efforis was spent in focusing on possible areas of fraud
and abuse, and responding to indicators of serjous problems,
These efforts resulted in involving both the audit and
investigative staffs in in-depth reviews of several contract,
grant and loan audits/investigations of possible fraud and abuse.
These efforts, pius the significant increase in adllegations and
complaints generated by the hotline, accounted for a large
portion of the staffs' workload. The audit staff, however, also
carried out a number of planned economy, efficiency, and
financial reviews and the investigative staff pursued other cases
while continuing the monitoring-type audits and investigations of
the 36 billion short term Local Public Works Program, the Sl
billion 1980 Decennial Census and the sensitive $68 million 1980
Winter Olympic Games. Due to the size and sensitivity of these
three projects and a need to provide timely information, we are
continuing our policy of “"front-end" reviews to assist management
in preventing fraud, waste and abuse in these programs. Some of
the reviews we are highlighting were completed during this six-
month period and others are ongoing. The following provides an
overview of our efforts in these areas,

Major Audits and Investigations Completed Or
Continuing As Monitoring Actions

1980 Decennial Census

The 1980 Decennial Census will cost over S1 billion and presents
a substantial administrative challenge:. Accordingly, we have
given special attention to the planning and preparatory work
leading up to this undertaking. Audits of specific aspects of
the 1980 census have been coordinated with the General Accounting
Office.

Planning_and Pretest Activities - Qur original audits, detailed
in our last report to the Congress, found that planning and
control techniques needed to be strengthened in order to ensure
efficient and economical conduct of the 1980 census. Bureau of
Census officials generally agreed with our findings and
recommendations and have taken steps to improve operations. Ffor
corrective actions taken by Census officials to address our
concerns, see page 81,

Decennial Census Automated Payroll System - It is anticipated
that during the Decennial Census about 1,700,000 payroll checks
will be issued to approximately 300,000 temporary employees




located in 409 district offices throughout the country. The
total payreoll for the temporary employees will exceed $300
miltion. With an anticipated turnover rate of somewhere between
50 and 100 percent, between 450,000 and 600,000 personnel will be
temporarily employed during a short period. <Consequently,
potential for fraud and abuse within the payroll system will be
high.

Because of its unusually high exposure to risks, the financial
resources involved, and the impact it will have on the conduct of
the Decennial Census, we reviewed the payroll system during
development, thus allowing management the opportunity to correct
any identified weaknesses prior to the system's becoming
operational.

At Census Headquarters, we reviewed and evaluated the systems
design and development of the automated payroll system and the
internal controls, testing and output of the system. We
concluded that the system was not designed to handie the volume
of transactions projected in the Decennial Census payroll.

We also examined existing payroll processing procedures and found
internal controls were inadequate. We found, for exampie, that
controls were inadequate to prevent duplicate payments or to
identify fictitious employees if added to the payrolls and that
no procedures had been established for reporting known or
suspected fraudulent activities. During our review, auditors
were informed of a few cases of suspected fraud which were
promptly reported to our investigative staff. After appropriate
investigation, the cases were turned over to the U, S. Attorney.

Based on our recommendations and management's analysis, the
Census Bureau is currently revising the payroll system originally
planned and partly developed for the Decennial Census. At the
completion of this phase of our audit, the payroll system for the
1980 census was not ready for operation. The latest target date
for the completion of the payroll system is December 31, 1979.
Vur findings and recommendations for improving the payroll system
are presented beginning on page 43.

Office Space Acguisition - The Bureau of the Census has been
delegated the authority to lease the office space required to
establish over 400 temporary district offices that will serve as
the operational bases for the temporary staff of 300,000
employees who will conduct the Decennial Census. Total costs for
leasing this space will be approximately $30 million.

The purpose of our audit is to ensure that the office space
acquisition program is managed in an efficient and effective
manner and that leasing practices and procedures are in com-
pliance with applicable rules and regulations. Our work is being
performed during the early stages of leasing activities so that



Census officials can correct any identified weaknesses before
conditions adversely affect the census.

We are now focusing our efforts on evaluating Census' overall
system for tracking leasing activities to ensure the system is
cepable of promptly informing management of potential problems
that could delay acquisition of office space. We also plan to
assess the adequacy for legal reviews of Jlease agreements.

Census officials are being kept informed of our progress.
Detailed information on our findings and recommendations on the
office space acquisition program will be provided in our next
semiannual report to the Congress.

1980 Olympic Winter Games

The Federal Government, through the Economic Development
Administration {(EDA}, has provided $68 million to & nonprofit
corportation for the construction of Qlympic facilities at Lake
Placid, New York. Because of this large investment of public
funds, the project’s high level of visibility and the
international significance of the Olympic Games, QIG has provided
continual audit and investigative coverage throughout the entire
construction period.

Our initial work centered on an audit undertaken to determine
whether the corporation was using granted funds efficiently,
economically and in & manner consistent with appropriate
regulations and the terms contained in their agreement with EDA,.
We found deficfencies in the corporation's methods of acquiring
insurance coverage and issuing change orders to construction
contracts. Also, we ijdentified instances where excess costs had
been charged to the EDA grant.

As our review continued, we found it necessary to increase the
level and scope of work to address an ever growing number of
concerns and charges criticizing the actions of the project's
management and questioning the quality and structural integrity
of the facilities being built.

Of greatest concern to 0IG were charges that use of certain
Olympic facilities presented a danger. to public health and
safety. Investigators added to the review team were assigned to
interview complainants, project officials and construction
personnel, while the auditors analyzed data and reviewed project
records to obtain more detailed information about the
construction of specific buiidings. OQur reported findings led to
a full scale engineering investigation of the building, performed
by an independent structural and civil engineering firm working
in consultation with experts from the National Bureau of
Standards. This study addressed many of our concerns and others
raised subsequent to our report. Grantee representatives have
initiated appropriate corrective actions.
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More recently, other concerns have been voiced questioning the
fire -safety, air quality and structural integrity of other
Clympic facilities. OIG is cliosely monitoring action taken to
ensure that each ‘issue is satisfactorily resolved. Further, we
are reviewing the construction quality control measures to ensure
that Olympic facilities have undergone adequate inspection and
testing during each phase of construction.

As more of the public safety issues have been brought under
control, the 0IG review team has directed more audit and
investigative attention to resolving numerous allegations of
fraud, waste and mismanagement that surround the project. To
ensure that the public's interest is protected, this general
investigation will continue until each complaint has been
evaluated and appropriate action taken.

Whistleblower at Lake Placid - The Olympic Winter Games project
produced the Department's first employee “whistleblower?
complaint as defined in Section 7a of the IG Act. Many of the
matters we have concentrated on at Lake Placid were brought to
our attention by the complainant. The responsible positions taken
by the *whistleblower" and by the program agency have shown that
this sensitive provision can work to the public benefit.

Local Public Works

The Public Works Employment Acts of 1876 and 1977 established the
$6 billion antirecessionary Local Public Works (LPW) Program
designed to increase employment opportunities through
construction projects creating useful public facilities. Over
10,600 grants-in-aid were awarded by the Economic Development
Administration (EDA) to stimulate the economies of financially
depressed communities throughout the nation.

0IG has the overall responsibility for ensuring that grant
projects are audited. Consistent with the program's major .
objective to stimulate local economies, most LPW grant audits are
performed by State or local government audit organizations or, by
certified public accountants. We developed a comprehensive LPW
Audit 'Guide and participated with the American Institute of
Certified Public Accountants in conducting training courses to
ensure that effective and efficient LPW coverage is attained.

Under the general direction of a few key permanent personnel, a
term staff of 75 auditors has been established to perform quality
control reviews of the thousands of LPW audit reports that will
be prepared by other audit organizations. In additon the staff
selectively performs LPW audits to ensure that prescribed audit
procedures are both effective and practical. Auditors are also
available should other audit organizations need specific
questions answered or if special audits are requested by EDA.



QIG and EDA have worked itogether to improve the ¢close outil
procedures for LPW projects including the timely processing and
resolution of audit recommendations and collection of any amounts
to be refunded. These efforts have led to an increase of _
sustained questioned costs from the 15 percent rate reported to
the House Committee on Government Operations in February 1879, to
a current rate of 54 percent. More than $9.5 million of
questioned costs have already been sustained. We anticipate that
with more experience, our costs guestioned sustained will rise to
the 70-80 percent range. This should represent an estimated 3175
million total recovery of costs from the entire LPW Program.

A shared concern of EDA and OIG is that many projects are well
behind their original estimated completion schedules. As of the
end of fiscal year 1979, final audits and close outs of projects
representing $4.8 billion are incomplete. Several of the larger
projects will not be finished until late FY 1980 or in FY 1981,
This is troublesome because current funding levels have already
caused reductions to EDA and 0IG temporary staffs processing
project close outs.

01G Legislative Concern for Future LPW Grant Programs--The large
number of proJjects experiencing completion delays has complicated
LPW Program administration. A major facfor contributing to the
increased number of delays was a decision prohibiting EDA from
withholding a percent of grant funds pending final close out of
the projecti. This Teft EDA without the leverage to encourage
grantees to promptly accomplish close out actions. HWe believe
that future Tegislation authorizing an extension of the LPW
Program or creation of similar types of programs should make
provision for withholding a percentage of grant funds until the
grantee completes the project and resolves all issues raised
during final close out actions.

Minority Business Enterprise (MBE) Regquirement-~ The Public Works
tempioymeni Act of 1977, which established Round II of LPW,
contained an unprecedented requirement that at least 10 percent
of the $4 billion authorized be spent with minority enterprises.

As of September 1979, MBEL contract estimates totalled over $700
miilion, making the program one of the most successful government
efforts to involve minority firms in major construction projects,

EDA has taken special measures to prevent "Front" organizations
from participating in the MBE program. O0IG is supporting these
efforts by performing a review of the effectiveness of the
implementation of EDA's procedures by the EDA regional offices.
Also, audits of the individual LPW projects include steps to test
the validity of data supporting minority participation. Any
suspected case of misrepresentation or other wrongdoing is
referred to our invesiigative staff for detailed review.



"Fourteen cases of alleged irregularities in the MBE Program have
been investigated, resulting in 3 cases referred to the Depart-
ment of Justice for prosecution and 2 cases referred to EDA for
administrative action, while investigations continue in the
remaining 9 cases. :

We have placed considerable emphasis on this review because we
wish to minimize the potential that MBE programs' positive
achievements will be unfairly overshadowed by adverse publicity
concerning ineligible cases,

Airline Discount Coupons

Between May 28 and June 17, 1979, United and American Airlines
gave their customers coupons which can be applied to obtain a 50
percent discount on air travel between July 1 and December 15,
1979. Aware of problems with other efforts by government
agencies to use discount airfares, the Office of Inspector
General recognized this unique opportunity for the Department of
Commerce and other government agencies to take advantage of
substantial airfare savings.

We performed a three phased audit which produced 12 flash audit
reports and contributed substantially to the collection of 1,100
discount coupons with a potential savings of more than $290,000.

The first phase of odur review was devoted to assisting
Departmental management in establishing guidelines for control,
collection and use of discount coupons, and notifying employees
that coupons obtained on air travel paid for by the government
rightfully belonged to the government and should be turned in
promptly after the trip. We also advised many other agencies of
this problem so that they could monitor their agencies' efforts,

Our second phase encompassed an audit of the adequacy with which
Commerce operating units were adhering to control guidelines for
collecting and safeguarding discount coupons. We made a
cumulative total of 31 recommendations to improve controls.

In our third phase, we surveyed all of the Department's coperating
units to determine whether their use of discount coupons would
result in the optimum economic benefit for the Department. We
found that through August the utilization rate was rather low (9
percent of the 1,100 collected) and some coupons were used for
short. or mid-country trips which resulted in less savings. We
recommended that the Controller take aggressive action to manage
the use of discount coupons to obtain the optimal benefit for the
Department.

The Controller implemented our recommendations by requiring each
travel unit to submit detailed planning information on contem-
plated coupon use and to prepare bimonthly status reports on
actual use. Latest statistics show that 600 coupons have now



been used. The planning information also demonsirated that the
Department's projected travel requirements for the remainder of
the discount period far exceed the number of airline coupons cur-
rently available. Accordingly, the Contreller, working through
the General Services Administration, is seeking to obtain on
consignment an additional 200 coupons. This action should fur-

ther reduce Departmental travel expenditures by an additional
$50,000.

Our findings and recommendations are presented beginning on page
60. i

Regional Fishery Management Councils

The Fishery Conservation and Management Act of 1976 provides for
the establishment of an exclusive U.S. 200 mile fishery
conservation zone and eight Regional Fishery Management Councils
to serve as the instruments of Federal-State-private interaction
in the conduct of fisheries management in.the zone, The National
Oceanic and Atmospheric Administration (NOAA)} has been delegated
oversight responsibility for Council operations.

Our audit of a grant awarded to one Council showed a need for
improvement in accounting and management areas. Because each
Council was generally operating independently and audits of the
other Councils might disclose additional deficiencies, NOAA
requested that we perform expedited audits at the other Councils.
By virtue of the urgency expressed in the audit request, we
audited grants awarded to the Councils totaling about $2 million.
Also, we implemented the program manager audit concept, closing
the loop between external (grant audits) and internal audits by
performing an overall internal review to determine whether NOAA
was administering the operations of the Councils in an economical
and efficient manner.

Qur individual reports on audits of the Councils showed that the
accounting, procurement, personnel, financial reporting, and
other administrative activities of the Councils were in need of
improvement. In our overall report on audit of the
administration of grants awarded to the Councils, dated June
1979, we reported that the Councils could be operated in a more
economical and efficient manner by eliminating the duplicate
administrative functions that existed among the Councils and NOAA
and providing for a more coordinated support effort within NOAA.

We also found that the Councils should be given more guidance on
business matters, and that the achievement of their obiectives
should be monitored.

NOAA officials generally agreed with our findings and
recommendations except, NOAA did not concur with our
recommendations regarding duplicative administrative functions
and the need to comply with standard governmental trave]



regulations. A detailed discussion of our findings and
recommendations, and NOAA's reactions appears beginning on page 56.

Investigative H1g@1lgqgg

i

The Office of Investigations (0I) had 291 cases in process during
the past six months, representing a fourfold increase in its
prior workload. This statistic reflects the more active role 01
has taken in 0IG's efforts to combat fraud and abuse in
Departmental programs and activities.

The 0I's increased workload stems from the establishment of our
"notline" communications system. During the period, we have
received 170 complaints through the hotline system.

Investigations within the past six months have led to 18
referrals to the Department of Justice for prosecution. 1In
addition to the substantial investigative effort consumed by
joint audit-investigative projects, 01 also directed a large
partion of its resources to the following reviews:

Ten investigations in_EDA's business loan program, of which
one was closed without referral for prosecutive action and
four were referred to the Department of Justice,.
Prosecutive decision is still pending in three cases; one
was declined. Other loans are under continuing
investigation by the FBI or our staff.

Investigation of alleged irregularities by fourteen
contractors in the minority business enterprise requirement
of grants awarded under EDA's Local Public Works program.
Three cases have been referred to the Department of Justice
for prosecution, two were referred to EDA for administrative
action, while we continued work on the remaining cases.

Investigation of alleged irregularities in fourteen
organizations funded by the the Minority Business
Development Agency's (MBDA) business assistance program.
Four cases have been referred for prosecution,

Three investigations of high-level employees for conversion
of government property to personal use, travel abuse or
false claims., The two completed cases were referred to the
Department of Justice, who declined prosecution in favor of
administrative action.

Participation by staff members in a Department of Justice
girected interagency task force investigation of a minority
contractor awarded over $2 million in Federal contracts.



0I initiated investigations that produced referrals for
prosecution and resulted in four convictions. Notably, one
case of a fraud committed in an MBDA business assistance
program resulted in a 2-5 year prison sentence being imposed
on the defendant.

A July 1979 agreement, initiated by the Inspector General and
EDA, provides that Department of Labor personnel will conduct
field investgations of Davis-Bacon and related Acis complaints.
This action permits our investigative stafi more time to focus on
cases of program fraud and abuse.
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Business and Trade Adjustment Assistance Loans

————— i —— e —— -

The Economic Development Administration (EDA) provides business
development loans to commercial ventures willing to undertake
job-creating projects in economically disadvantaged areas. In
addition, EDA offers trade adjustment assistance loans as a means
to maintain employment levels of firms adversely affected by
foreign imports until these firms have an opportunity to modify
operations to meet new market conditions.

Iinformation obtained from both investigative and audit sources
indicated that there are substantial operating weaknesses in
these loan programs. Accordingly, we have undertaken a
management audit of loan policies and procedures as practiced by
a selected EDA Regional Office.

We are evaluating the adequacy of analysis of business plans and
financial need statements filed in support of loan applications
received to ensure that the information presented is reasonable
and accurate, We will review Regional Office procedures for
servicing outstanding loans and for taking appropriate action to
ensure that borrowers submit quarterly and annual financial
statements or progress reports required under the terms of the
loan., Also, we will attempt to determine whether EDA has the
information necessary to assess the effectiveness of the loan in
terms of creating employment, and can promptly identify and
provide assistance to those borrowers experiencing operating
difficulties.

L Ok Sy, e S,

The Community Emergency Drought Relief Act of 1877 authorized
loans and grants to applicants in drought impacted areas for
projects 'that implement short-term actions to augment community
water supplies. The Economic Developmenti Administration (EDA)
funded a total of 268 projects with $109 million in loans and $66
million in grants.
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We are conducting a review to evaluate the policies, procedures
and practices used by EDA in administering the Drought Relief
Program. - Since EDA's Western Regional office administered almost
two-thirds of the program's projects, we are concentrating our
efforts in ‘that area.

Qur review of specific projects indicates the possibility of
serious wrongdoings such as payment for goods not received, loans
made in excess of project requirements, inadequate conirol of
property, and grants to ineligible recipients.

Accordingly, we are examining the management system used to
administer the Drought Relief Program to determine whether
program funds were exposed to fraud, waste or abuse. Our review
will determine whether adequate attention was given to evaluating
the content of applications for aid, and whether EDA adequately
monitored projects as they progressed. We also will seek to
determine why several loan recipients have fallen behind in their
payments and have sought restructuring loan payments or
conversion of the logans to grants. Further, we will attempt to
establish why completion of many work projects have fallen behind
schedule.

Management of Cash Advances

The O0ffice of Audits has initiated a series of reviews of
selected major programs to ensure that cash advances to
contractors, grantees and loan recipients are kept to amounts
actually needed to meet immediate cash reguirements. These
reviews are in accord with OMB's expressed concerns regarding the
need for using sound cash management practices in all Federally
funded activities.

Preliminary results indicate that several aspects of cash advance
issuance and monitoring procedures must be strengthened. For
example, we have found that under the Economic Development
Administration's (EDA) Business Loan Program, EDA often aliocates
loan funds to its Regional Offices on a quarterly basis. Nearly
40 percent of all Toan funds are made available during the fourth
quarter rather than relating the amount and timing of the release
of finds to the immediate needs of the borrowing organizations.

Another review conducted within the Minority Business Development
Agency (MBDA) identified over $13 mililion dollars in recorded
advances that are two to five years old. Detailed examination of
individual advances to ascertain the validity of these advances
is currently underway by MBDA officials. Already, a two-year old
$367,000 cash advance had been identified as not being needed by
the grantee. Repayment of the total advance has been scheduled
and the first installment received.

We found also that MBDA officials did not always take prompt
action to deobligdte program funds no longer considered necessary

11



for the accomplishment of specific contract or grant projects.
While this practice does not actually tie up cash, it does reduce
the level of program funding that is available for constructive
purposes. MBDA officials have recently deobligated more than §2
million and are reviewing other projects to defermine if more
obligations should be eliminated.

Even grants funded under the more efficient letter of credit
method of financing were found to have excessive flows of cash
advances. We have informed EDA that auditors examining
disbursements of funds via letters of credit issued under the
Local Public Works Program have found that many grantees were
maintaining excessive monthly cash balances. Because of EDA's
and our own concerns, we are expanding our audit to study a
larger number of grants to better determine the magnitude of the
problem. Also, we have found indications that some financial
institutions delay making funds available to grantees, thus
benefitting the financial institution. We are performing more
detailed work in this area to confirm our preliminary findings.
Treasury officials have been informed of this matter and are
interested in our results.

Minority Business Development Agency - Problem Contractors

Some contracts and grants issued by the O0ffice of Minority
Business Enterprise, the predecessor agency of the Minority
Business Development Agency (MBDA) produced significant problems.
Current work is accordingly focusing on an evaluation of
procedures followed in awarding and monitoring contracts and
grants in those cases. This process should lead to improved
procedures for offering grants and contracts.

We plan also to evaluate MBDA's system for resolving open audit
recommendations, especially in those instances involving
substantial quéestioned costs. 1In each area under review, we will
study existing controls to determine whether they offer adequate
protection against fraud and abuse.

As reported in greater detail on page 11 of this report, our

preliminary work has found that MBDA's cash management and
financial control procedures need strengthening.

Procedures for Vessel Seizures

In Tate 1978, a foreign fishing vessel was seized for violating
regulations issued pursuant to the Fishery Conservation and
Management Act of 1976. The Act provides for an exclusive U.S.
Fishery Conservation Zone that extends 200 nautical miles from
the U.S. coasts.

The seizure was made on the basis of a National Marine Fisheries
Service (NMFS) observer's report and other reiated information.

12



Subsequently, an Assistant U.S. Attorney concluded that the
Government did not have a prosecutable case and the case was
dropped. The Administrator, NMFS, then requested that an
auditor-investigator team from the O0ffice of Inspector General
undertake an audit of the interrelationship of procedures for
scientific observation and enforcement. This is in progress.
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SUMMARY SCHEDULES OF AUDIT AND INVESTIGATIVE ACTIVITY
DURTNG THE STX- MONTH PERTOD APRIL T T0 SEPTEMBER "30, 15979

A e e e i - -

_...-__-——.--———-——_._-_——----.m-—

SCHEDULE OF REPORTS WITH SIGNIFICANT.
PRUB EMS, TABUSES TAND DEFICIENCIES

—-——-_.—.__-.—..’..—...—-._-........._._.«-—_--——_-___ -

Appendix
and
Name and Date o7 Report Page No.

T ]

From this Reporting Period Appendix I

1, Report on Audit of the Design and Develop-
meni of the Regional Qffice Automated
System, Bureau of the Census (9-28-79) 43

2, Report on Audit of Administration of &Grants
Awarded tc Regional Fishery Management
Councils, National Oceanic and Atmospheic
Administration (6-11-79) 56

3. Reports on Survey of the Management and
Utilization of Airline Discount Coupons
{(from 6-20-79 to 9-24-79) 60

From Prior Periods Appendix Il

—— .

nl. Report on Audit of Selected Activities
Applicable to the Regional Action
Planning Commissions {2-28-79) 63

2. Report on the Review of the Modification
to the Automated Payroll System of the
Office of the Secretary (12-18-78) 76.

3. Reporti on Audit of Selected Aspects of
Preparatory Work for the 1980 Decennial
Census (2-24-78) 81

&, Report on Audit of Controls Over Computerized
Payroll Processing Operations, National
Oceanic and Atmospheri¢ Administration
(1/9/78) 82

5.. Report on Audit of Contract Administration at
Selected O0ffice of Minority Business Enter-
prise (Now MBDA) Regional Offices (6-24-76) 83

6. Report on Audit of Selected Aspects of the

Customer Services Division,
Patent and Trademark 0ffice (4-29-74) 84
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SCHEDULE OF-ALL AUDIT REPORTS ISSUED OR PROCESSED
_——_FWUM"KPRFE_TT'TngffTU'SEFTEHEER'Sﬁz-fgzgﬁ—-_

Number of Appendix
Type of Audit Reports Issued - Number
Management 27 Iv
Contract/Grant/Loan
Issued 175 v
Contract/Grant/Loan
Processed 2,255 '
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OFFICE OF THE INSPECTOR GENERAL INITIATIVES

Fraud Abatement Program Efforts

The General Accounting 0ffice's (GAQO) Report "Federal Agencies
Can and Should Do More To Combat Fraud In Government Programs,”
concluded that past efforts to reduce program fraud and abuse
have been generally inefrective. The report criticizes Federal
agencies for the passive nature of their fraud detection/
prevention programs and offers a series of recommended actions
for remedying the sijtuation.

We believe GAO's recommendat1ons provide criteria for developing
the framework of an effective fraud control program. We also
conducted a survey of six Federal organizations to learn what
specific actions they had undertaken to meet the intent of the
GAQO recommendations. The foliowing initiatives have been taken,
are planned or are under active consideration for inclusion in
our fraud control program:

Fraud Control Unit-- A separate unit has been established for the
purpose of systematically detecting fraud, waste and abuse within
Departmental programs and activities. This group will first seek
to identify those activities most vulnerable to fraud by
reviewing past audit and investigative reports; studying program
structure and operating procedures; and evaluating the data
gathered from our various management information systems.

Programs identified as most vulnerable to fraud will be targeted
for operational surveys. Conducted by the fraud contrel unit,
with assistance from legal and program technical personnel,
operational surveys will be joint audit-investigative reviews
undertaken for the express purpose of seeking out indicators of
fraud and abuse as well as determining the need for full scale
audits or investigations. Team members will perform various
tests designed to detect such actions as fraud, bribery,
kickbacks, favoritism or administrative irregularities. On the
basis of the operational survey findings, further audit or
investigative actions will be injtiated, as appropriate.

Establishment of the Hotline - OIG, at the direction of Secretary
Kreps, established a hotline communication system providing
empioyees and the general public a means for reporting instances
of fraud, waste or abuse taking place within the Department's
programs or activities. In a memorandum dated March 23, 1979,
the Secretary informed all Commerce employees of the
establishment of the hotline and advised them of its purpose,
general operating procedures and employees' responsibility to
report improper activities.

The Inspector General has implemented the Secretary's message by
providing hotline information to various official employee
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publications. Also, a press release has been issued to the major
wire services and other media groups to inform the general public
of our hotline system.

The hotline communication system is comprised of a telephone
hotline number and a post office box for written correspondence
(P.0. Box 612, Washington, D. C. 20044), Callers may reach 0IG
via the Federal Telecommunications System, local commercial
service (202 - 724-3519). Recently, the Inspector General added
to the hotline system a toll free number that can be used from
anywhere in the country (800 - 424-5197). The hotline telephone
numbers are listed prominently in the Commerce telephone
directory, and will be pubiished in the next edition ¢f the
telephone directories of several major metropolitan areas.

The hotline is staffed by professional investigators 8:30 a.m. to
5:00 p.m. workdays. At all other times, an answering service
records all incoming calls. Each call is given a preliminary
evaluation then sent to the appropriate O0IG unit or agency group
for action. A1l complaints are kept confidential to the maximum
practical extent. While anonymous calls are not encouraged, such
complaints recéive the same attention as other calls. These
procedures are followed in processing calls received via our own
notliine and those referred to us from the Government-wide hotline
operated by the General Accounting Office.

The hotline system has already proven to be an effective
investigative tool. We expect its usefulness to grow as more
people become aware of and place greater reliance on the system.
As shown in more.detail in the "Hotline Activities” section _
beginning on page 38, we received 170 complaints during this six
month reporting period. Several of these calls led to the
initiation of some of our major investigative cases, presented on
page 40.

01G Efforts To Enlist Departmental Participation In Combatting
Fraud, Waste And Abuse-- The OIG recognizes that the promotion of
economy, efriciency, and effectiveness, and the prevention of
fraud, waste and abuse in Commerce programs and operations is a
departmental task in which the 0IG acts as facilifator.

Involving the Department in addressing these concerns in a
systematic manner is a major task of our office which lies ahead.

0IG has estabiished liaison with the Assistant Secretaries and
their Program 0Officers. This represents part of a continuing
effort to obtain cooperation for the work of the IG.

A substantial employee awareness education program for Commerce
employees, tailored to the Departments' needs is essential. The
"objectives of education programs now under development are; (1)
to advise employees of the Department's standards of employee
conduct and explore related problem areas; (2) make employees
aware of the signs of fraud and other wrongdoing and explore the
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seriousness and dangers of these problems; (3) educate managers
on the importance and techniques of internal control and (4) make
employees aware of the hotline, “whistleblower” protection, and
the activities of the IG. These programs will be developed by
the IG, but the Secretary will be requested to present the
program through the operating agencies.

Extended Audit Steps - Crimes of fraud and abuse are covert acts
that can escape detection when standard audit techniques are
used. We are exploring methods and techniques for extending
audit procedures to improve our ability to detect the existence
of fraud.

Our Policy unit which reviews audit plans and audit programs will
ensure that auditors will identify those program activities that
appear to be most vulnerable to fraud. Using standard audit
techniques, these areas will be tested. If the results are
inconclusive, the auditor will determine if the audit procedures
can be extended in a way that will produce more positive results.
An extended audit step is for example, a computer match technique
or an expanded procedure that goes beyond usual voucher
verification procedures. The auditor will also have to develop
new approaches.

Devising extended audits steps offers a great challenge to the
auditor's creative ability and professional skills. As
individual auditors develop successful techniques they will be
compiled by the Policy staff and shared with other staff members
and 0IGs.

Increased Cooperation With Law Enforcement Organizations - 0IG
recognizes the importance of maintaining a high degree of
coordination and cooperation with other Federal and State
governmental organizations committed to combat fraud, waste and
abuse within Federally sponsored programs. Through the open
exchange of information and mutual support of each others’
efforts, we can make more efficient use of our resources while
also improving the effectiveness of operations. We have
established liaison with the Public Integrity and Fraud sections
of the Justice Department.

Over the past few months, several 0IG representatives have
attended Department of Justice conferences held to discuss
impiementation of the Attorney General's economic crime
enforcement program. Also, our regional and district office
staffs have met with local U.S. Attorneys to open up continuing
lines of communication, to learn the U.S. Attorney's procedures
and methods of operatwon and to gain their support of our
program. Where State economic c¢rime or fraud control units
exist, we have met with their officials in certain areas to
discuss ways to approach matters of mutual interest.
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016 staff members also participate in interagency conferences
arranged to discuss coordination of efforts and cases of mutual
interest. For example, representatives of several OIG s and the
Federal Bureau of Investigation recently met to discuss how best
to conduct reviews of a group of grantees that were causing’
difficulties for several Fedaral agencies. Underlying problems
were discussed and nossible solutions considered. The conterence
attendees oprepared am zction plan calling for the exchange of
information between all agencies funding each individual grantiee,
then appointing a lead agency to conduct a full scale review of
211 Federally funded activities of the individual grantees. This
form of cooperation will conserve resources and will produce more
timely and productive results.

Review of Legislation and Regulations

Section 4{a)(2) of the Inspector General Act of 1978 requires the
Inspector General to review existing and proposed legislation and
regulations relating to programs and operations of the Department
and to make recommendations in the semiannual reports concerning
the impact of such legislation and regulations on the economy and
efficiency in the administration of programs and operations or
the prevention and detection of fraud and abuse in such programs
gnd operations. A member of our Polijcy Staff works with the
Department's General Counsel to obtain copies of all proposed
legislation and with the Department's Office of Regulatory
Economics and Policy to obtain data relative to new and existing
rules and regu1at1ons The 0IG staff is establishing a
systematic means for selecting only the pertinent legislation and
rules and regu]ations for review and comment.

During the period October 1, 1978, through September 30, 19789,
the QIG reviewed a selected number of new and existing rules and
regulations in conjunction with management audits, During the
period June 1, 1979, through September 30, 1979, the 0IG received
238 regquests for commants on proposed legislation. Based on
review of the proposed legisiation, the following comments and
recommendations are offered to Congress for consideration.

" Recodification of Federal Criminal Laws - We have reviewed the
WOTrKing dratt of a bilT tg recodifTy Federal criminal Taws now
under consideration by the Criminal Justice Subcommittee of the
House Judiciary Committee. Certain provisions of that proposal,
if enacted into law, would adversely affect the government's
gability to combat fraud and other white collar crimes in
governmeni programs and operations. The draft proposal also
fails to include several substaniive provisions which would
tfacilitate control of program fraud and abuse.

The provisions to which we refer would: reduce the statute of
limitations from 5 years to 2 years Tor misdemeanors; eliminate a
provision to penalize conspiracies to defraud the United States;
fail to provide adegquate fine levels; retain inadegquate fine
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levels for offenses outside Title 18; downgrade the false
statement offense to a misdemeanor; merge many current felony
false statement offenses into a single misdemeanor offense; add a
new "recklessness as to materiality" element for conviction of
perjury; eliminate the "irreconcilably inconsistent statement"
method of proving perjury; and eliminate consensual monitoring.
These provisions, if adopted, would seriously undercut our
efforts to investigate, punish and deter the perpetrators of
fraud and other white collar crimes. §S. 1722 under consideration
by the Senate Judiciary Commitiee avoids many of these problems.

The proposal before the House Subcommittee also omits these
important provisions: a jurisdictional base for prosecuting
theft and fraud in Federally-supported programs; a jurisdictional
base for prosecuting bribery where a Federally-supported program
is involved but no Federal employee is the recipient of a bribey
restitution to victims of fraud; notice to victims of fraud;
injunctive relief against fraudulent practices; a reckless
endangerment offense and an offense of reckless failure to
supervise the conduct of an organization; a general attempt and
solicitation offense; and government appeal of sentences. These
provisions, if adopted, would facilitate our efforts to pursue
white collar criminals. S. 1722 provides for a number of these
measures.,.

Legislation Restricting Government Access to Records Relating to
Individuals Held by Institutions--We are concerned. that the recent
enactment "of the Right €0 Fifnancial Privacy Act of 1978, which
restricts government access to the financial records of
individuals, may have an adverse effect on our ability to combat
fraud and other white collar crimes in Commerce programs and
operations.

We ask Congress to allow sufficient time to assess the impact of
the Act on effective law enforcement before extending its
potentially deleterious effects to new areas.

Given our additional caseload we foresee a substantial increase
in the number of investigations requiring prompt access to the
variety of records relating to individuals that institutions
hold. The procedures established by the Right to Financial
Privacy Act for obtaining financial records are cumbersome and
time-consuming., It is reasonable to anticipate that the
procedures will adversely affect the timeliness and gquality of
investigations.

Some law enforcement agencies have already experienced
substantial problems as a result of the Act. Under the
circumstances, we have serious doubts about the wisdom of

expanding its concepts and procedures to additional areas at this
time.
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Federal Computer Systems Protection Act of 1979 - The 0IG has reé-
viewed 5. Z&G, The proposed Federal Compufer Systems Protection
Act of 1979, currently pending in the Criminal Justice Sub-
committee of the Senate Judiciary Committee. The proposed act
would make using or destroying a computer owned or operated by
the United States a crime, in the absence of proper
authorization. The OIG fully supporis enactment of this
proposal. ‘

Computer related crime is a growing problem in the Federal
government. None of the statutes which appear in Title 18 of the
Bnited States Code specifically address computer crime. This
proposal, if adopted, would facilitate prosecution of computer
abuse by providing Federa) prosecutors with a jurisdictional base
directed to the technical aspects of computer crime.

The proposal would alsoc help curb abuse of computer time by
Federal employees, who would be on notice that unauthorized
computer access constitutes a crime even where the intended
purpose appears innocuous.

Enactment of this bill will assist the 0IG in coping with
computer fraud and abuse in the programs and operations of
Commerce. The 0IG therefore urges its passage.

Legal Services

The 0IG requires extensive legal services. The position of
Counsel to the Inspector General has been created to provide
legal services, principally in the criminal law and investigative
procedure area, and to provide the legal input into our review of
legislation and regulations for their impact on efficiency and
gconomy, fraud, waste and abuse. .

THe Department's Office of General Counsel, through the Assistant
General Counsel for Administration, has provided significant
services to the OI& in the program and administrative areas.

Initiatives Taken To Ensure That Appropriate Administrative
Rrd Civil Action TS Pursuéd By Program Officials -

A% the conclusion of an investigaton it is often apparent that
remedial action of administrative or civil nature is warranted.
Such action may be necessary even where criminal sanctions are
contemplated.

016 has taken actfion to ensure that appropriate administrative
and civil redress is pursued by program officials whenever an
investigation has uncovered significant evidence of mismanagement
or wrongdoing. O0IG supervisory staff analyze the results of each
‘completed investigation and, where necessary, recommend remedial
measures predicated upon the findings. These recommendations are
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sent with a report on the investigation_to responsible program
officials.

0IG follows up on these recommendations. Program officials. are
asked to initiate action or otherwise satisfactorily resolve the
matter within a specified time frame. If this is not accom-
plished, the matter is referred by 0IG to top DOC management
personnel for disposition. These actions ensure that 0IG inves-
tigation disclosures receive proper attention and action.

Staff Development

A Training Officer position has been established and filled
within the 0ffice of Policy and Administration, 0IG, The
incumbent supervises the development, coordination and scheduling
of all 0IG educational and training activities. The Training
Officer is in the process of developing comprehensive training
plans designed to enhance the professional skills of all QIG
staff members. '

In addition to our ongoing staff development programs, we
currently are familiarizing our Tlawyers, auditors and
investigators with each others professional operating technigques
and methodologies. This practice expands the general working
effectiveness of the individual and should facilitate closer
cooperation and coordination between members of multidiscipline
teams examining complex cases requiring all three professions'
expertise.

Initfation of Joint Audit/Investigative Reviews

. il T bt ey b et s b e e S - ——

In the past, it was common for auditors and investigators to work
independently on one or more aspects of the same case., This led
to coordination and communication difficulties, duplication of
effort, greater inconvenience to the organization under
examination and may have somegtimes produced less than optimum
results.,

The establishment of the OIG unified the audit and investigative
organizations. While each group has its own distinct operating
responsibilities, joint audit/investigative reviews are
undertaken when the nature of the assignment can best be
addressed by using the technical knowledge and skilis of both
groups. The Jjoint review teams also have access to legal
expertise provided by the Inspector General's Counsel.

Combined skills of lawyers, investigators and auditors have
enabled us to more effectively handle difficult cases, especially
those involving suspected fraud or abuse. Our team approach has
already produced excellent results; this is demonstrated in the
following case examples.
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Misuse of Government Funds-- An audit conducted by 0IG auditors
found evidence that a nonprofit firm established in connection
with a Departmental grant to foster certain categories of
business acquisitions was simultaneously conducting a commercial
business acquisition brokerage out of the same office. There are
indications that grant funds have been used improperly in support
of the commerical venture. Investigators interviewing grantee -
employees gained more information supporting the auditors’
conclusions. The matter was discussed with officials of the
Justice Department who questioned the propriety of the use of
grant funds but tound the case to have no prosecutorial merit
because the agency awarding the grant knew of the grantee's
coexisting commercial actions. Upon the advice of the 0I& and
the Office of the General Counsel, the agency has terminated the
grant. We are working with the agency to determine what steps
can be taken to preclude further occurrences.

Loan Guarantee-- A joint audit-investigative review was under=
taken at the request of Economic Development Administration
officials who suspected that a private entity awarded an EDA
guaranteed Joan had misused loan funds and that the project for
which funds had been made available was on the brink of
bankruptcy.

The review team found that the grantee had made expenditures for
equipment purchases not authorized in the loan agreement.
Further, we found that items the loan agreement required the
grantee to own were actually obtained on a leased basis. We also
confirmed that the project was experiencing financial
difficulties. '

We concluded that the original loan agreement did not adequately
protect the government's interest and ‘that the grantee
technically violated the terms of the existing loan agreement.

We do not believe, however, the case warranted prosecution.
Instead, the project's financial activities have been
restructured to improve its chance of operational success and we
have started a management audit of the EPA loan program to
determine what policies and procedures need to be strengthened to
reduce the chances for future losses of Government funds.

Computer Abuse--Following up on a compiaint to the Q0IG&, investi-
gators confirmed that a senior level employee was using a
Government computer facility to develop statistical data that
could be used for personal gain. The work undertaken was
irrelevant to the emplioyee's officially assigned project.
Further, we found that the employee had used .the computer
facility without the knowledge of agency officials and had
charged the computer costs of his unauthorized work to a project
funded by another Federal agency. The results of our
investigation were presented to the U.S. Attorney who declined
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prosecution in favor of administrative action. Action is now
pending.

Concerned that computer abuse may become a widespread problem,
0IG assigned our office's senior computer specialist to evaluate
the management procedures and controls established to preclude
unauthorized use of the unit's computer facilities. Several
weaknesses were identified. We are presentiy working with
program officials to develop procedures to improve control over
computer access. Results from this effort will be studied to

determine its applicability to computer facilities throughout the
Department.

This case is an example of coordination between audits and
investigations, not available in the past, which will permit the
transiation of single case findings into procedural reviews and
improvements entailing substantial fiscal saving.

Management Information Systems

Management Information Systems (MIS) can serve as major
analytical tools to combat fraud. - These systems are also needed
to provide a flow of timely and accurate information for the
efficient and effective management of resources. To meet these
objectives, we have undertaken the development and implementation
of several MISs, each designed to supply information vital to the
successful performance of the Office’'s mission.

IRIS--The Inventory Report Information System (IRIS) is an auto-
mated system currently in the final stages of development. HNext
will come a period of extensive testing. IRIS, when fully
operational, will track the status of all audit reports from date
of issuance through final resolution of all recommended actions
contained in the individual report. IRIS also will retain a
historical record of all reports issued, including information
regarding key findings and recommendations. MWith this data base,
we will be able to perform trend analyses for purposes of
identifying major recurring weaknesses, both of a programmatic or
a functional nature.

Until the automated system is fully operational, we have imple-
mented a limited manual information and trend analysis system.
This system attempts to jdentify patterns of program weaknesses
through studying the findings and recommendations presented in a
series of contract, grant and loan (C/G/L) audit reports.

Qur initial use of the manual system examined the findings
contained in audit reports received under 10 Departmental
programs. We analyzed over 200 reports received during the
period March through August 1979. Qur review of audit reports of
the 10 programs identified a total of 380 cited deficiencies, as
shown in the following Summary of Significant C/G/L report
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findings. The MBDA programs had 219 deficiencies. We currently
have an audit team reviewing the management aspects of MBDA's
contract and grant activities.

The remaining findings also are indicators of possible program
weaknesses, but the limited number of reports received prohibits
us from drawing any firm conclusions. In coming months we will
receive many more reports in these areas, allowing us to
determine the validity of indicated trends. The collected data
will also benefit the audit teams currently starting reviews of
EDA's Drought Relief and Business Loan Programs.

Now that we have seen positive results from our manual analysis

program, we plan 1o expand its use to cover all C/G/L reports
received.
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Implementation of Investigations Tracking System-~0IG has devel-
oped and Js impiemenfing a comprehensive investigations tracking
system to improve effective management of an increasing caseload.
Designed for use with automated data processing equipment, the
system will monitor the progress of every case from receipt of a
complaint to final disposition and will provide management with
ongoing, up-to-date case status reports as needed. In those
instances where an allegation is particularly sensitive, where
unusual delays have been experienced, or where some oiher
difficuity is impeding a satisfactory disposition, the system
will also highlight the case for special attention by management.

In addition to tracking individual case histories, the system
will provide comprehensive statistical data on the overall
caseload. The system will furnish a profile on the scope of
initial allegations, their source, their accuracy, the actual or
potential Tosses to the government, the background of those
involved in mismanagement or wrongdoing, and the nature of the
dispositions which result. O0IG will then analyze this
information for emerging patterns of program vulnerability and
will allecate investigative resources to those areas of greatest
need.

Problem Contractor Reporting System--Each month, d11 Regional

and UISTriCTi Officés fiTe With our headquarters policy staff
reports on every contractor, grantee, or loan recipient known to
be under investigation or thought to be experiencing serious
financial or management difficulties. Report data gncompasses:
the type of recipient; the program under which the award was
made; a statement of the problem; how the problem was discovered;
and when possible, suggestions on how the weakness could have
been prevented.

Report data keeps key management staff members aware of emerging
problems and provides case study material for planned brain-
storming sessions to be conducted to develop new techniques to
prevent or detect fraud, waste and abuse. The data is also
subjected to trend analysis to identify those programs or
activities consistently experiencing difficulty.

Since the system has been in operation only a few months, we have
yet to deveilop the base data necessary to detect major problem
areas, although we have already noted that some programs appear
to be more susceptible to weaknesses. As relevant statistics are
compiled, we plan to have our fraud control unit perform

operational surveys in those programs identified as problem
areas.

Audits Leads System--During the conduct of audit assignments,
investigations, meetings with Departmental or other governmental
officials, and contacts with the general public, auditors and
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investigators become aware of specific areas which should be
considered for potential audit.

The audit leads system is a centralized MIS that captures and
compiles all recommendations for audits received or developed by
0IG staff members or requested from Departmental operating '
officials. By controlling and coordinating leads data, there is
greater assurance that the information will be forwarded to the
responsible 0I& unit for evaluation and scheduling of appropriate
action. The system is for special information and does not
encompass audit cycle data, routine requests for C/G/L audits, or
modifications to ongoing or currently planned audits.

Fach lead is formally reported to our policy staff who has
responsibility for controlling all leads. The policy staff also
is required to discuss the lead with the Assistant Inspector
General for Audits (AIGA) or the Assistant Inspector General for
Investigations (AIGI) and all staff members involved. If
necessary, additional information will be obtained from the
submitting unit. Based upon these discussions, appropriate
action will be initiated or in the cases of less pressing
matters, the item will be held in a suspense file for
consideration during the next annual planning conference.

In its first few months of operation, the audit leads system has
demonstrated its effectiveness, 1In fact, five of the ongoing
audits discussed in this report were started as the result of an
audit lead,
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0IG _WORKLOAD

The current staffing leaves the 0IG short of the resources
required to perform the needed management and contract, grant and
loan audits, investigations and the added functions necessitated
by the enactment of the Inspector General Act of 1978. A summary
of the 0IG's workload and resources follows: :

Management Audits

On a number of occasions the General Accounting Office (GAO) has
understandably criticized the Office of Audits (0/A) for failing
to perform management audits in a timely manner. Based, on
fiscal year 1%7% data, the audit cycle is estimated to be 13
years. GAO concluded that the audit cycle was unduly long and
0/A falls short of achieving the Department's objective of
auditing all programs and aciivities every five years. Further,
a recent analysis to determine those Commerce programs highly
susceptible to inefficiencies, ineffective management practices,
fraud, abuse and waste indicates an immediate need to perform
about Y4 management type audits, whereas the O/A has available a
11ttle more than one-third of the auditors needed to carry out
such audits.

Contract, Grant and Loan Audits

Some contract, grant and loan (C/G/L) audits are performed with
inhouse staff, but to the maximum extent possible, the services
of other Federal, State and local government audit organizations
and independent public accountants (IPAs) are used. For all
audits performed by other than Federal organizations, it is the
01G's responsibility to assure that the findings meet
Uepartmental management needs and that each audit meets certain
professional standards and is conducted within the established
tevel of competence.  GAO recently reported a need to improve
procedures used by Federal agencies to test the quality of IPAs’
work., GA0 stated that a shortage of Federal staff contributes
significantly to the problems in the testing procedures. GAQ has
also stated that reliance on non-federal auditors to detect fraud
is not well placed. There are about 30 different Departmental
programs to be covered by C/G/L audit services, with some
programs receiving a limited number of cost audits due to lack of
resources.

Expansion of EDA Program

A major expansion in EDA programs from $630 million in fiscal
year 1979 to more than $3.1 billion in fiscal years 1980 and 1981l
is anticipated. Audit and investigative resources are needed to
assure the financial and administrative integrity of these
expanded and new programs,
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EDA's Local Public Works Program

We need the capability to complete the audit activities required
and to effectively close out EDA's $6 billion LPW Program by the
end of fiscal year 1983. The bulk of the audit reports for the
larger and more difficult LPW projects will be received during
fiscal years 1980 and 1981. Without prompt follow-up action on
these audit reports, reported instances of waste and abuse, and
cases of fraud could go undetected and uninvestigated.

Follow~up oh Audit Recommendations

A significant increase in the audit staff is needed to carry out
the revised procedures for follow-up on outstanding recommen-
dations and costs questioned, as required by GAD, OMB and the
Congress. The outstanding costs questioned currently total about
$40 million.

Investigations

During the reporting period, we did not have the investigative
capability to address many cases that came to our attention. The
successful efforts of the Inspector General to transfer the in-
vestigation of most Davis-Bacon complaints to the Department of
Labor did release vital investigative resources. Still, we com-
pleted the period with a backlog of 176 cases. In summary,
additional investigative capabilities are needed to {1) region-
alize investigative capability; (2) followdup on hotline cases
generated by Commerce and GAO, and other investigative cases
which increased by 350% and are going up; (3) assume much of the
investigative work previously done by the FBI; and {4) assist in
reviewing and processing proposed legislation and regulations.
Until more resources become available, we will continue to
investigate cases on a priority basis, giving prime attention to
issues that represent crimes against the Government or that
damage the integrity of the Department.

Policy Staff

The passage of the Inspector General Act has greatly increased
the duties of the present policy staff. 1In addition to past
duties, the policy staff will be required to coordinate the
policies and practices of both audits and investigations and to
carry out (1) the review of hundreds of pieces of legislation and
regulations for the Department and the review and preparation of
consolidated replies on legislative matters of common interest to
all 1Gs; (2) the preparation of extensive reports to the
Secretary and the Congress; (3) the analysis of data to ascertain
program weaknesses and to coordinate with staff performing
vuinerability assessments to detect fraud and program abuse; {4)
the coordination, monitoring and preparatien of training for the
01G and Departmental personnel; and (5) plans for devising new
audit techniques for detecting fraud and abuse.
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AUDIT ACTIVITIES

MANAGEMENT IMPROVEMENTS

Status_of Improved Audit Report Follow-up Procedures

An automated management information system, under development by
0IG, will provide an automated audit finding and recommendations
f0110w -up capability, thus enabiing staff members to more closely
monitor the implementation of recommended corrective actions as
recommended recently by both the General Accounting 0ffice and
the Office of Management and Budget. Other procedures developed
by 0IG, the Controller, the General Counsel's 0ffice and
Procurement personnel to strengthen our follow-up of audit
recommendations will provide for: (1) questioned costs to be
recorded and controlled in memorandum accounts receivable; (2)
decisions to be made within six months on the collection of the
questioned costs; (3) designation of officials at the bureau
level, and the Controller at the Department level, as parties
1ndependent of the program administrator and contract1ng officer,
with responsibility for deciding whether to make recoveries of
questioned costs not reso]ved within six months; and {4) legal
review of program officials' decisions to waive gquestioned costs.

In addition to the development of procedures to strengthen our
follow-up on audit recommendations, task forces have been
established to expedite the reso1ut1on of outstanding audit
recommendations, _

Audit Planning

We developed an annual audit plan as required by the Office of
Management and Budget OMB Circular No. A-73 (Revised), and to
assure the most effective use of our limited resources. Based on
the programs and activities as shown in the Department s budget,
an inventory (workload) of all auditable areas in the Department
was developed. Using the experience and knowledge of staff,
each auditable area in the inventory was identified as to the
type of audit to be performed - program evaluation, economy and
efficiency or financial and compliance.

Utilizing the Kepner-Tregoe Decision Analysis Methodology, we
have developed a priority system for rating the audit inventory
and selecting the audits to be performed. Evaluation factors and
numerical ratings are used in evaluating and ranking each
auditable ares in the audit inventory. Since the passage of the
I6 Act, we have included additional rating factors to consider
fraud and abuse.

The following ranking factors used in the audit planning process
are: Congressional, Presidential or Secretarial Interest and
Sensitivity to Department Image; Sensitivity to Fraud and Abuse;
Doliar Magnitude; New or Changed Conditions; Departiment vs.
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Bureau Impact; Audit Requests by Assistant Secretary or Bureau
0fficials; Known Problem-Significant Impact; Lasti Audited;
Contract, Grants, Loans, Subsidies and Guarantees; and Other
Conditions Affecting Decision to Perform Audits.

In order to develop an accurate inventory (workload) of auditable
contracts, grants and loans (C/G/L), a detailed analysis was
conducted for each of the auditable programs. The analyses
provided data as to the number of C/G/Ls in each program which
warranted audit, the period in which the audits were to be
performed, and the amount of professional effort required to
perform the audit work. Our time requirements took into
consideration the time incurred by 0/A in obtaining the audit
services and testing the quality of work performed by independent
public accountants (IPAs), state or local government audit
organizations and other Federal audit organizations.

Coordination of Responses to the General Accounting O0ffice

—— i —— - — o — S —— . - e oy U i v ———

During the six month reporting period, the Department of Commerce
received 65 GAD draft and final reports, 30 of which required
coordination and processing of responses by 0IG. An additional
14 responses to GAO reports received in the prior period also
were in process. Responses to 38 GAQ reports were completed
during the six month reporting period, and as of September 30,
1979, the responses to the six GAOD reports remaining were in
various stages of completion.

Since the designation of the Inspector General in Commerce, the
procedures for handling responses to GAQ reports have been
strengthened in order to ensure more meaningful and timely
responses. The Department's Executive Secretariat, in
cooperation with the IG, recently informed all Secretarial
0ffices and heads of operating units that more stringent due
dates will be assigned.

Further changes in the procedures are being considered to
consolidate in the OIG the responsibility for transmitting
responses to final GAQ reports. This responsibility is currently
divided among three different offices.

The Office of Inspector General and the Office of Procurement and
ADP Management (OPRADPM) are developing CAIS as a means to
collect information on each planned and existing application of
ADP resources within the Department. The objectives of the
system are to provide OP&ADPM with vital information needed to
effectively manage the Department's vast amount of ADP resources
and to provide 0IG with the data base necessary to perform
meaningful evaluations of the efficiency and economy of ADP
applications.
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Data collected includes a statement of the application's purpose,
its basic costs, development or modification resource
requirements, assessment of the sensitivity of information
processed and the application's vulnerability to fraud, waste and
abuse, This information will permit Q0IG6 to evaluate each
application in terms of resource requirements, schedule
constiraints and value to the Department.

Computer systems play an essential role in performance of
operational, administrative and managerial tasks so vital to
successful accomplishment of the Department's varied missions,
Some systems contain sensiiive information entrusted to the
Department, while others are the means of controlling and
disbursing our financial resources. In Fiscal Year 1979 alone,
the Departiment will have disbursed an estimated $4.3 billion,
most through its ADP system. Consequently, computer equipment,
the facilities housing or supporting automatic data processing
(ADP) related activities, and the data processed by DOC computer
systems represent important organizational assets which must
receive protection commensurate with their importance and value.

The Office of Inspector General is assisting the O0ffice of
Procurement and ADP Management in developing a comprehensive
security program to protect and control the Department's ADP
resources. The Department is committed to increasing the
protection of data processed and the outputs produced by our ADP
systems, as well as providing assurance that our ADP security
program complies fully with requirements set forth in OMB
Circular A-71, Transmittal Memorandum #1, dated July 1978.

In addition to our audits of operational and developmental ADP
systems, that always include appropriate reviews of security
practices and internal controls, OIG personne] have also assisted
Departmental personnel in the development of a Security Manual,
now drafted and under operating units' review. Implementation of
the guidelines contained in this manual will establish a cost
evfective security program to safeguard ADP hardware, software,
data, personnel and facility resources, making the Department
less vulnerable to potential computer reélated fraud and abuse.

Dollar Savings Resulting from 0IG Activities

Office of Audits--During Fiscal Year 1979, our audit efforts re-
sulted Tn 9.1 miltion of estimated savings and $24.2 million in
cost avoidance or deferrals. 1In addition, we aiso made recom-
mendations for improvements for which savings are not readily
determinable. Following is a short description of the types of
audits resulting in savings and cost avoidance. Costs questioned
and sustained in our contract, grant and loan (C/G/L) audit
reports amounted to approximately $8.8 million. This is composed
of $7.1 million from the Local Public Works (LPW) Program and
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$1.7 million from all other programs in the Department. Due to
the record keeping method, however, the LPW figure contained
costs questioned on project cost overruns which would not be
recoverable from the grantee. Therefore, we have claimed only 75
percent of the costs guestioned and sustained for the LPW
Program, In addition, C/G/L audit reports jdentified $40,129 of
costs that can be avoided as a result of our recommendations.

Our review of the management and utilization of airline discount
coupons revealed that if the Department uses all of ifs coupons
i1 will realize significant savings of up to $290,000.

Our review of foreign patent activities at the Patent and
Trademark Office (PTO) revealed that up to $19.5 million of cost
could be avoided if recommendations in our audit report are
implemented. PTO officials have advised that undertaking these
foreign patent activities will be carefully evaluated before
funding is requested to carry them out.

Our review of the Regional Office Automated Payroll System for
the 1980 Decennial Census revealed that approximately $4.7
million of costs could be avoided if recommendations in our audit
report are implemented. Census officials generally agreed with
our recommendations and have begun taking action to implement
their intent.

O0ffice of Investigations--Investigation into the facts surround-
g two potential Toan actions disclosed that, in both cases, the
loan applications contained false statements. O0I provided this
information to program officials who promptly halted processing
of the two loans, thus avoiding nearly $4 million in guestionable
loans and loan guarantees.

Freedom of Information_and Privacy Act Requests

The authority for reledasing 0IG-maintained information to the
public, including issued audit reports, rests with the Inspector
General.

During FY 1979, the 0IG processed 9 requests for information
under the provisions of the Freedom of Information Act and 1
request under the provisions of the Privacy Act. All requests
for information were processed within 10 days of receipt. It is
anticipated that requests for reports and information will
increase in the future based on the requirements of Section 5 of
the Inspector General Act of 1978. The Act requires Offices of
Inspector General to submit semiannual reports of their
activities to the Congress, and to include in these reports,
among other matters, a listing of each audit report completed
during the reportirg period. The Act requires that the
semiannual reports be made available to the public. Requests for
individual audit reports will likely increase once this listing
is made available to the public.
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NON-FEDERAL AUDITOR ACTIVITIES

Maximum Use of Non-Federal Auditors

To make the most efficient use of audit resources, the QIG relias
on non-Federal auditors to perform most of the audits required by
the Department on its various contracts, grants and loans. In
line with this policy, independent public accountants (IPAs) and
State and local government audit organizations performed
approximately 2,640 audits or 97% of the audits required for the
Local Public Works Grant program during Fiscal Year 1979, Buring
the same period, 683 audits were completed by IPAs for the
Departmeni's other contracts, grants and loans.

The Public Telecommunications Financing Act of 1978 requires
recipients of funds from the Corporation for Public Broadcasting
(CPB) to underge an annual audit by an IPA. Many of these
entities also receive grant funds from the Department of
Commerce. The 0IG staff recognized the opportunity to reduce the
grantees' administrative burden and to increase efficiency in the
use of audit resources by making arrangements with CPB to have
the same IPAs perform audits of the Department's grant funds as
part of the grantees' annual audits. The 0IG staff is working
closely with the CP8 to assure that the Department's required
audits will be completed and will be sufficiently broad in scope
to meet the Department's high quality audit standards. With the
cooperation of CPB, the 0IG expects that nearly all the audits of
Department funds will be accomplished by IPAs.

Quality Testing of Non-Federal Auditors' Work

e o ey e, et et bl et s

To assure that the high quality audit work expected and required
by the IG is maintained by IPAs, the 0IG continually acts to
improve its program for quality testing of IPA reports.

Recently, the 0ffice completed the development of new "Policies,
Procedures and Programs for the Quality Control Review of Audits
Performed by IPAs and Government Agencies." This document wil}
provide a base from which the Office can betier measure and
conirol the quality of audits performed by both private and
public audit organizations. 1In cooperation with the American
Institute of Certified Public Accountants (AICPA) and as part of
the OIG audit quality control program, reports of member CPAS are
submitted to the Institute for its review when the 0IG& auditors
believe the Member CPAs performed audit work which may not meet
the established professional standards. Representatives of the
AICPA recently advised the O0IG that the Department of Commerce
has submitted one-third of all the CPA audits submitted by
Federal agencies to the Institute for review of passible .
substandard audit work. A recent GAO report, however, shows that
gven more must be done in this respect, Our Office agrees with
GAO and had begun additional efforts in this regard prior to the
issuance of the GA0 report. The Office is now studying means of
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performing quality testing on a sample basis, as recommended by
GAO, in order to provide more time for in-depth reviews.

The audit staff has participated with several other Federal
agencies in three presentations of the AICPA one-day seminar on
"The CPA's Role in Federally Assisted Programs" conducted
nationwide during August and September, 1978, These seminars, by
helping the IPA to identify and distinguish the special
requirements of audits of Federally assisted programs, have
helped to improve the quality of audits performed by non-Federal
auditors of the Department's programs. Eight presentations of a
one-day seminar on "Audit of Local Public Works (LPW) Grants®
have been conducted nationwide since April, 1979 under the Jjoint
sponsorship of the AICPA and participating State CPA societies,
These seminars also have helped to improve the quality of audits
of LPW grants by providing a forum for discussing the LPW audit
requirements with IPAs and State and local government auditors.
Seminars such as these have proven to be a vital ingredient of
oug comprehensive audit quality control program for non-Federal
audits.
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INVESTIGATIVE ACTIVITIES

the 0ffice of Investigations (0I) had 291 cases for processing
during the period April 1, 1979 to September 30, 13979. Matters
under investigation included program fraud and abuse cases,
generaily concerning false statements, false claims or kickbacks,
and employee misconduct cases involving conversion of government
properily to personal use, conflict of interest, acceptance of
gratuities or travel abuse.

One hundred and forty-five of the cases were reported through our
hotline and 25 cases were received on the GAO hotline.
Additionally, the Office of Special Counsel, Merit Systems
Protection Board, referred to us four cases of alleged waste and
mismanagement. Of the 291 cases, 115 cases were closed during
the period (see Appendix III, Table 1 on page 87).

Major Investigations

In addition to many significant joint audit-investigative reviews
undertaken during the period, 0! conducted and completed several
significant investigations on its own. One significant gxample
is a complaint made by an anonymous informant who alleged that an
applicant for a $2 million Trade Adjustment Assistance Loan had
provided false information to the Department in support of the
loan request. Our investigation confirmed that the loan
applicant had signed false statements inflating the net worth of
the firm and overstating the value of its inventory. As a result
of the investigation, the loan that had been approved was
cancelled. The case has been referred to the U.S. Attorney's
Office for prosecutorial review.

Hotline Activities

01 has prime responsibility for managing the hotline. We believe
a significant number of the 145 hotline calls can be attributed
to efforts of the Secretary and the Inspector General to make
employees aware of our hotline operation. To date, almost 100
percent of calls have been made by Commerce employees. As the
existence of our new toll free hotline telephone number becomes
more widely known, we expect to receive a larger number of calls
from outside the Department.

Most of our investigative efforts have been concéntrated on the
ten hotline complaints alleging cases of program fraud or abuse
and review of the over 100 calls reporting instances of
mismanagement or employee misconduct. We also received numerous
complaints regarding the administrative and personnel practices
of individual Commerce units.
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NOAA, our largest agency in terms of personnel, was the subject
of 32 percent of the complaints, followed by the Bureau of the
Census with 16 percent, while EDA and the Office of the Secretary
activities each had 12 percent shares of all calls.

On the basis of hotline calls, several joint audit/investigative
reviews were initiated. Most reviews are still in process. As
noted in other sections of the report, many of our completed
reviews have confirmed the validity of the original hotline
allegations. The hotline has been instrumental in our efforts to
fight fraud, waste, and abuse.

Hotline complaints for the period April 1, 1979 to September 30,

1979, classifed by general type of complaint and by Commerce Unit
have been summarized in the following table.
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Statistical Summary Of Ol Activities

Case Load

0l during the report period processed a total of 291 cases
including 92 cases of program fraud and abuse, 76 cases of
emplioyee misconduct 59 of reported mismanagement, and 64 cases of
administrative violations. More detailed information on the 0OI
caseload is presented in Appendix III Table 1, on page 87 .

Organizational Location of Cases Under Investigation

EDA Projects accounted for 30 percent of the cases in process .
for the Office of Investigations. NOAA accounted for 22 percent
of the investigations while Census accounted for 11 percent. The
majority of EDA investigations concerned the Local Public Works
and Business Loan programs. Investigations in NOAA and Census
primarily concerned employee misconduct and mismanagement and are
not attributable to specific programs. MBDA accounted for a
significant portion of the program fraud and abuse cases in theilr
business assistance programs. Appendix III, Table 2 on page 88 ,
presents the complete organization distribution of 0I's caseload,

Referrals to the Department of Justice

The Office completed 52 investigations in the employee misconduct
and fraud and abuse areas of which 19 were referred to the
Department of Justice for prosecutive review. To date, 5 cases
have been declined in favor of administrative.action, while 7
others were declined. OFf the remaining 7 cases pending
prosecutive review, two concern instances where the Commerce
operating unit terminated the loans attendant to the
investigations resulting in a considerable potential savings to
the government. Appendix III, Table 3 beginning on page 89
provides a brief description of each referral.

Cases Referred to Other Law Enforcement Agencies

An 0I case involving theft of government travel requests was
referred to the United States Secret Service for completion.
Another case involving the sale of narcotics in a Commerce
building has been referred to a local police department for
coordination and completion of the investigation.

Results of Prior Period Prosecutions

Convictions were obtained in 4 of 24 cases pending final
dispositon as of April 1, 1979. Two convictions resulted from
program fraud and abuse in the MBDA business assistance program
of which one conviction resulted in a 2 to 5 year sentence in
State court. Anothér conviction involved an employee guilty of
altering government forms. The final conviction involved theft
of government property in the Regional Planning Commission's
gxcess property program. A brief description of each prior
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period case is presented in Appendix III Table 4 beginning on .
page 91.



APPENDIX 1

SIGNIFICANT PROBLEMS, ABUSES, DEFICIENCIES
- AND RELATED RECOMMENDATIONS '

REPORT ON AUDIT OF THE DESIGN AND DEVELOPMENT OF THE REGIONAL
OFFICE _AUTOMATED PAYROLL SYSTEM, BUREAU OF THE CENSUS  (9-28-79)

CONfROLS OVER THE HIRING PROCESS

Our review disclosed that the personnel and payroll controls
and procedures did not provide for separation of duties and
independent verification of the authenticity of payroll and
personnel documents. Therefore, unqualified or fictitious
employees could be put on the payroll without detection
during the 1980 Decennial Census. We found that: '

0 Crew leaders, who will be temporary employees, generally
will have complete control over the hiring, and
submission of payroll documents for enumerators. There
is no independent verification to ensure that the
employee hired is qualified and does in fact exist. _

o The District Office does not receive a copy of the
initial Employee Master file listing and subsequent
Employee Master File Change listings. Consequently,
there is no method for the District Office to determine
it fictitious employees were added to the payroll at the
Regional Census Center (RCC).

o The Administrative Office Supervisor (AOS) has sole
responsibility at the District Office for processing all
hiring and payrolling documents. Therefore, both

personnel and payroll functions are under the control of
the AOS.

We believe the hiring practices and procedures need
strengthening at the District Office level. In this regard
we recommended that:

0 The Field Operations Assistant (FOA) for Recruiting be
required to match the personnel appointment forms to the
l1ist of individuals who passed the employment test prior
to adding an individual to the payroll.

0 The initial copy of the Employee Masier File 1isting and
all subsequent Employee Master File Change listings be
sent to the District Office so that additions to the

payroll can be matched against the personnel appointment
forms.
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APPENDIX I

0 The District Office (DO) Managers be made aware of the
potential for payroll abuse because of the lack of
separation of duties between the FOA and the
Administrative Office Supervisor. As 2 minimum
requirement, the DO Manager should provide close
supervision over the Administrative Office Supervisor
function and verify the validity of hiring and payment
to the DO staff on a "spot-check” basis.

ENUMERATORS TRAINED BUT PERFORM NO WORK

A b e R M W ey b o LS R S AL

Qur review of payroll records disclosed that some
enumerators were paid for training and never performed work.
There is no requirement that an enumerator must successfu11y
complete training or produce any work before he or she is
paid for training received. When enumerators are hired,

they receive and are paid for up to 2-1/2 days of training
($32 for a full day and $16 for a half day). Training
requirements are 5 days for crew leaders and 2-1/2 days for
enumerators.

We reviewed the records of 383 enumerators who had been
trained for the Lower Manhattan Dress Rehearsal by the New
York District Office. We found 36 enumerators who received
training and were paid $1,920 even though they never _
produced any work. The 36 employees represented about 9.4%
of the total enumerators trained. Their average salary was
approximately $53 each.

The 1980 Decennial Census will require the hiring and
training of approximately 198,000 enumerators. Bureau of
Census estimates that the turnover rate of enumerators will
be approximately 50%, resulting in the hiring and training
of 297,000 enumerators., If 9% of these employees are
trained and perform no work, it will cost the Census Bureau
about $1.4 million for nonproductive workers.

We initially recommended that the employee be required to
successfully complete training and produce a minimum level
of work before being paid for time spent in training and
that this should be made a part of the employmeni agreement.
The General Counsel's Office researched the applicable
statutes and conferred with the Department of Labor and the
0ffice of Personnel Management regarding this
recommendation. The General (Counsel ¢onciuded that our
" initial recommendation could not be implemented because
personnel must be paid for time spent in training. We then
- recommended that special emphasis should be made in the
initial interviews of job candidates to expiain all aspects
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of an enumerator's job and obtain a strong commitment from
the candidate to stay on the job after training.

CONTROLS OVER TERMINATION OF AN ENUMERATOR

Our review disclosed that there was no requirement for an
official termination form to document the reason for
termination or to.-officially notify the District Office
personnel-payrol]l clerk of the termination. This situation
may provide a "kick-back" environment because the crew
.leader has all authority to hire enumerators and . then
terminate them without documentation to support the reason
for termination. Such a weakness in controls could also
make it easy to maintain employees on the payrolls after
termination and continue to pay them or others in their name
through submission of bogus pay vouchers.

We recommended that an official termination form be utilized
and routed through the FOA to the personnel-payroll clerk
showing the date, time, and reason for termination. This
form should be retained as part of the official payrolil
records.

Although Census officials did not agree to the preparation
and submission of a separate termination form, they did
agree to strengthen their present system for notification of
separations. '

In this regard, Census officials proposed to revise the pay
voucher to provide a separate termination check box on the
pay voucher form. They also will require a separate written
report from the crew leader for terminations or separations
of an unusual nature such as low production, fraudulent
actions, immorality, etc. We consider the revised procedure
to provide adequate notification to payroll personnel of
separations or terminations and to prevent unauthorized
payment after termination.

PAYROLL PROCESSING FOR ENUMERATOR PIECEWORK

We reviewed the procedures and systems flow of all the
payroll related documents to test the control procedures.

We noted weaknesses in the internal controls that permitted
payments for the same piecework more than once. We also
found instances in the Lower Manhattan Dress Rehearsal where
1t appeared that enumerators were paid for more
questionnaires than they complieted.

A random test of the pay records of 16 enumerators
disclosed that the 16 enumerators were paid $483 out of a
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total of $8,046 (6% of total amouni paid) for 184 more
guestionnaires than were shown as iransmitted by them.

We realize that our random sample is too small to make valid
statistical projections over the entire proposed universe of
297,000 enumerators; however, we believe the weaknesses in
the system controls could potentially cost the Census Bureau
significant unnecessary funds. For example, if each
enumerator gets paid more than once for only one short form,
it will cost about $861,000. 1IF¥ a large percentage of
enumerators is overpaid by as much as six percent as
determined in our sample, it could cost the Census Bureau
several milijon dollars.

We recommended that:

0 Payroll procedures and controls be improved to ensure
that an enumerator only gets paid for good quality work,
and there is adequate documentation to support the
employee pay voucher. One copy of the Form D-175,
"Enumerator Work Transmittal,” should be submitted with
the pay voucher for piecework to support the number of
pieces {gquestionnaires) for which an enumerator is being
paid. :

0 A tracking system be developed to trace the flow of
guestionnaires rejected by the Assignment Control Group
after the piecework pay vouchers have been forwarded for
payment. This system is needed to prevent duplicate
payments when the same questionnaire is corrected and
returned by the same enumerator.

Census officials agreed to submit a copy of the D-175 with

the pay vouchers to support the piecework claimed. After

discussions and correspondence between our office and Census

personnel, Census officials developed an alternative

procedure which we believe provides the necessary tracking

system to prevent duplicate payments for rejected
guestionnaires.

PAYMENTS FOR DUPLICATE QUESTIONNAIRES

— " ——

We found that 388 questionnaires in the Lower Manhattan
Dress Rehearsal were unnecessarily duplicated. They were
duplicated because the original questionnaires had already
been submitted by the respondent or by another enumerator,
but a notation to this effect had not been made in the
“Master Address Register. These duplications resulted in
$1,196 being paid to enumerators for unnecessary work. If
all Districts in 1980 experience the same ratio of
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duplicated questionnaires as Lower Manhattan, it could cost
an additional $1.5 million.

We recommended that:

0 The Master Address Register {MAR) to be used during the
1980 Decennial Census be modified to contain a column
for the crew leader's notation of a late mail return or
acceptable gquestionnaire.

0 The crew leaders make a notation in the MAR for each
accepted questionnaire indicating acceptance of the
guestionnaire.

0 Procedures bhe developed requiring the crew leaders,
after they have notified an enumerator of a late mail
return, to check the MAR to ensure that the enumerator
has made the proper notation in a timely manner.

SECURITY CONTROL PROCEDURES

ot i Y A g 122 e b e . . PRPE Ao e it

Based on our review of the current security procedures and
our observations at the New York District Office, we believe
the procedures relating to the physical security of the
completed questionnaires need strengthening.

The Security over the completed questionnaires is a highly
viulnerable area because:

0 A1l completed questionnaires will be retained at the
District Office until the entire District is enumerated
with no back-up copies. No record of the completed
questionnaires is made until after the District Offices
are closed and the questionnaires are shipped to
processing centers for microfilming.

0 Some of the temporary building space may be located in
high security risk locations.

0 Questionnaires will be stored in cardboard boxes and,
therefore, will be vulnerable to loss by fire,

! There may be a higher than normal rate of disgruntled
employees due to terminations for unsatisfactory
performance.

The loss of guestionnaires would require retaking the Census
at the District Office, which would result in considerable
waste of money and labor resocurces. Also, the
confidentiality of the Census data could be compromised.
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We recommended that:

0 The current procedures to be used as a guide to acquire
space and astablish the 409 District O0ffices need to
stress more of the security aspects regarding the
facility selected. Special attention needs to be given
to security of the storage area where completed
guestionnaires will be retained. Also, provisions
should be made to store the aguestionnaires in fireproof
contdiners if the facility is considered a high security
risk location.

o} Bureau of the Census coordinate with the General
Services Administration and the Defense Department to
obtain fireproof storage cabinets or containers during
the Decennial Census to better protect the completed
questionnaires.

FRAUD AND ABUSE PROCEDURES

o M - ——— " — | —— 8 ———

During our field examination of the payroll operations, we
became aware of four cases of alleged fraud and abuse.
These cases resulted from enumerators allegedly fabricating
information on certain Census gquestionnaires for which they
had been paid on a piece-rate basis to record information
corvrectly as received from the household member. No action
was taken by the New York O0ffice to report these ¢ases for
investigation. We reported the four cases to the Justice
Department for further action.

The District Office Administrative Manual does not contain
any instruciions to District Managers as to appropriate
actions to be taken when they receive reports of suspected
employee fraud. Further, the manual does not contain
adequate instructions for actions to be taken by District
Office personnel to document cases where fraud is suspectied
as a result of fabricated questionnaires.

Specifically, we recommended thati:

0 A separate section be developed in the District office
Administrative Manual to stress fraud and abuse
problems, the seriousness of these problems, examples of -
violations and penalfies under the law and procedures to
show that these violations will be sent to the
appropriate authorities for possible prosecution,

0 Violation of the rules and regulations be given special

emphasis during training sessions. Employees should be
made keenly aware that the supervisors will be checking
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for fabricated questionnaires and inflated reimbursable
expenses.

0 Procedures be included in the District Office
Administrative Manual providing guidance teo District
Office personnel for the development and retention of
the documentation necessary to support a subsequent
investigation, if this becomes necessary.

PRIVILEGED MODE

- ——

Our review disclosed that at the Charlotte Regional
Office/Census Center the data entry supervisor had been
furnished a privileged mode through use of a subroutine of the
Computer Operating System. It is our understanding that

data entry supervisors will also be furnished a privileged
mode for the 1980 Census. With this subroutine, they can

gain access to payroll software programs and any data files,
including the payroll master file. -

Once access to the computer files is gained, the privileged
mode can be used to alter any .record, dincluding the master
files, and can override any edit check in the automated
payroll system. Consequently, sensitive payroll data is not
secure and s not fully protected from unwarranted
manipulation.

We recommended that the privileged mode be curtailed for use
by the Regional Census Centers (RCCs) and strictly
controlied at the Census Bureau level. These procedures are
necessary to provide assurance that payroll files and
records cannot be manipulated without any noticeable or
visible evidence that such action has taken place.

RECORD COUNTS

v ———

When personnel, payroll, or other related records are sent
to & RCC from a District Office, an Administrative Work
Transmittal form is prepared by a payroll-personnel clerk in
the District Office to show the batch total of the number of
records transmitted.

We observed that clerks at the Charlotte RCC changed the
total on the transmittal form to agree with the actual
number of vouchers received. This action destroys the
purpose of this control feature which is to account for all
documents transmitted and identify any that may be lost in
transmission,
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We recommended that the importance of a record ¢ount control
procedure be strassed to District Office payroll-personnel
clerks. District Office supervisory personnel should place
emphasis on checking the accuracy of the record counts for
a1l documents transmitted to RCCs to assure that an accurate
record count is obtained. The errors in record counts found
at the RCCs should be noted and sent back to the District
Office supervisor to assist in determining reasons for
errors,

CONTROL TOTALS

- o womm

There were no manually computed control totals established.
by the District Office over hours, pieces or travel costs
contained in the pay vouchers.

We recommended that control totals be computed manually in
the District Offices on each pay voucher for hours, pieces
and reimbursable expenses. The manually computed totals
should be compared with the ferminal computed totals at the
RCC to assure that payroil data inputed to the computer has
been accurately keyed at the terminal.

KEY VERIFICATION PROCEDURES

The procedures for key verification at the RCC need to be
strengthened to prevent possible collusion between keyers
and verifiers.

By permitting a verifier.to select a batch to be verified,
control is weakened because a verifier working in co11us10n
with a keyer could select a particular batch keyed by a
specific keyer. The Keyer and ver1f1er working together
could falsify pay vouchers.

We recommended that batches to be verified should be
assigned to the verifier by the data entry supervisor. This
would prevent a verifier from selecting a batch keyed by

someone who could possibly be working in collusion with the
verifier.

FUNCTIONAL REQUIREMENTS DOCUMENT

Our review disclosed that a Functional Requirements Document
was not developed. With the lack of formal procedures for
obtaining functienal requirements, we were told that
information was usually obtained verbally by the Payroll
Conversion Staff. The verbal data was obtained from
discussions with individuals or at group meetings. There
was 1ittle or no documentation of the decisions reached in
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these meetings. - In many instances, no inpﬂt was obtained
trom the users. Consequently, the Payroll Conversion Staff
made their own decisions as to the best course of action to
take.

This practice is not the best design approach because there
is no firm understanding with the user as to the functional
requirements, validation checks and controls. Also, there
is no documented assurance that the user is in agreement
with and aware of the decisions made.

We recommended that the systems software development be
sufficiently documented to meet the requirements of Federal
Information Processing Standards (FIPS) Publication 38.

SYSTEM/SUBSYSTEM SPECIFICATIONS - PROGRAM SPECIFICATIONS

A Project Proposal and Design Disclosure containing system
specifications was developed and published in November 1976.
This publication contained the system specifications for
Block 2 (intermittent) payroll personnel and was used as a
basis for developing the Block 3 (temporary) payroll
software. However, system specifications were not developed
for the Block 3 automated payroll system for the Decennial
Census employees. As a result, it is almost impossible to
clearly determine the specifications of the total system.

We recommended that the Census Bureau prepare
system/subsystem and program specifications in accordance
with FIPS Publication 38. The specifications should be
sﬁfficient?y complete to meet the standards established
therein.

DEVELOPMENT OF VARIOUS MANUALS

et gt e — et L, U o ks o e b

During the programming stage the users, operations and
program maintenance manuals should have been prepared. We
could not find evidence that any of these items were
completed.

We recommended that the Census Bureau prepare a users
manual, operations manual and program maintenance manual.

— o ——

Program testing and debugging is one of the most critical
aspects of implementing a2 computer system because without
programs that work, the system will never produce the output
for which it was designed.
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Qur review disclosed that no formal test program existed and
no Test Analysis Repori was issued although the software
program was used on live payrolls during the Lower Manhattan
Dress. Rehearsal. Some testing of the software program was
performed after the system became operational for the Dress
Rehearsal. However, these tests did not adeguately test the
communication lines or the volume of pay transactions
expected for the 1980 Decennial payroll.

We worked with Bureau of the Census officials and told them
of our concerns about the lack of volume testing. The
Census officials were also concerned about the volume
testing and had considered running a more comprehensive
test. We recommended that:

) They establish test plans, test the system and prepare
test analysis reports. Use these reports as a basis for
preparing a statement of software readiness prior to
implementation on 1live payrolls.

0 The test planned should be performed based on conditions
similar to those that will be encountered in 1980. The
volume of payroll transactions tested should be
approximately the same as anticipated during the
heaviest weeks of the 1980 Census. Further, the test
should be designed to test the communication lines as
well as the processing functions.

o} If test results prove that the current payroil system
cannot process the payroll in the available turnaround
time, then a determination must be made as to whether it
would be more feasible to modify the current software
program, utilize the backup system being developed, or
contract out to a payroll service organization or
another Federal agency to process the payrolls.

On March 25, 1979, officials at the Bureau of Census
suspended all automated payroll activity for the Regional
Office's Block 1 (permanent) and Block 2 (intermittent)
employees and concentrated all effort on developing an
automated system to pay Block 3 (temporary) 1980 Decennial
Census employees.

Because of the redesign effort, we asked responsible
officials of the Census Buredu wheilfier they had considered
purchasing avajlable commercial payroll packages or having a
contractor perform the payroll process., We were advised by
the officials that these alternatives were considered before
the initial design of the system in November 1977. They

52



4 APPENDIX 1

decided not to pursue these alternatives for several
reasons.

The Field Operations Division personnel did not consider
these alternatives in the redesign phase. It was their
opinion that the revised payroll system for Block 3 would be
operational by mid-April 1979. Consequently, it would not
be cost effective to pursue commercial alternatives at this
time. (As of August 22, 1979, the Block 3 payroll system
was still not coperational. They now plan to have it '
operational by December 31, 1979.)

PAYROLL MASTER FILE ORGANIZATION

Some design problems were noted in the manner in which the
Master Files were organized at the time the test was
performed to simulate the addition of 25,000 employees to
the master file.

We recommended that Census Bureau personnel:

o Redesign the computer master file structure from the
Indexed Sequential Access Method (ISAM) to a Sequential
Processing {Father/Son) Concept for the processing of
new employees and changes to the existing employee
records. The Son (new output) Employee Master File
could be designated as ISAM, and this would then write
the Index (directory) along with the new Employee Master
File. The benefits of the Sequential Processing Mode
would greatly reduce the Input/Qutput Access Time (wall
clock hours) and improve recovery procedures, should a
probiem occur during updating the Employee Master File.

0 Redesign the three Employee Master Records as one record
per employee. This would reduce the Input/Qutput Access
Time and the execution of programming instructions to
process an employee's record.

0 Redesign the printout of Employee Master Changes to
print only the data element before and after thanges
rather than the total master data. This will reduce
printer time and save paper.

COST INFORMATION

During payroll processing, the resource code is matched
against the operation codes to identify the cost of specific
operations and the cost by type of personnel performing
them. This information will be used to identify the costs
of major categories of census field employees. Inaccurate
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data will affect the accuracy of cost analyses and planning
factors for future operations. Our review disclosed that
cost information developed from the cost tapes and the cost
report routine is not accurate.

We recommended that a softiware routine be incorporated in
the payroll system to verify that operation codes are
compatible with the employee's resource codes.

0fficials of the Census Bureau generally agreed with all of
our recommendations relating to system design and
development.

The Census Bureau has decided to assure the availability of
an operational automated payroll system by having a "minimum
requirements” backup system developed by the Organizatien
and Management Systems Division. Concurrent with this
effort, a detailed evaluation of the current payroll system
is being made to ascertain the practicality of modifying
this system for decennial use.

By starting now to develop ‘the limited features backup
system, it is felt that the Bureau will be in a position to
have the payrolling capability in time for the Decennial.

We receijved this comment on May 2, 1979. As of August 22,
1979, the new target date for completion of beth the Biock 3
payroll system and the "minimum requirements” backup system
was December 31, 1979.

As a contingency plan, we recommended the Bureau of the
Census perform an updated analysis of the cost to complete
the system in-house and other cost/benefit alternatives
including purchasing a commercial payroll package,
contracting out the payroll processing or developing a
manual system,

AUTOMATED INTERNAL CONTROLS

We designed various transactions to test the software
controls and edits. Although most of the erroneous
transactions were detected by the software program edits,
there were some that went undetected and allowed erroneous
data to be established in the master payroll files, or
allowed payments to be made with erroneous data.

We recommended that the payroll software program be

analyzed, retested and necessary modifications made after it
has been determined why:
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0 The "Edit Employee" routine permitted the master file to
be updated with the City, State and ZIP Code of another
employee when we entered both employees' records under
the same Social Security Number (SSN).

0 The "EDITHOURS"™ routine in the same printout rejected
and then accepted pay data for employees we had entered
on the master file with certain information missing.

We also recommended that:

0 The software program for the UNIVAC be programmed to
count each pay voucher as a record so that a record
count comparison can be made between the pay vouchers
processed by the UNIVAC and the batch total record count
as keyed at the ENTREX terminal. Further, audit
procedures should be developed to review all
transactions involving more than one pay voucher in a
pay period.

0 The practice of keying in the "Not-To-Exceed" (NTE) date
should be eliminated. This will permit the ENTREX
terminal to automatically compute the date, thus save
time and improve data accuracy.

o The HASH totals for both the ENTREX and the UNIVAC be
computed on the same digits of the SSN to assure that
these totals are computed from the same basic data and
are therefore compatibie.

PRINTOUTS AND REPORTS

it il T —r—

We evaluated the payroll reports and printouts being
produced by the automated system and determined that much of
the data contained in many of the reports were not needed,
some data served no useful purpose to payroll persennel, and
some of the reports could be éentirely eliminated.

We recommended that the printouts and reports now identified
for the Block 3 payrell system should be evaluated by the
Finance Division and Field Payroll personnel to determine
the most suitable report format and useful data. A1l
unnecessary reports and data should be eliminated. We
specifically recommended the elimination of certain groups
of data elements and reports.

- - - 3 - - - - - - - - - -

Census Bureau officials essentially are in agreement with
the findings in our audit report and have advised us that
appropriate corrective actions are being undertaken on the
recommendations.
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REPORT ON AUDIT OF ADMINISTRATION OF GRANTS AWARDED TO
REGTONAL FISHERY WMANAGCMENT COUNCITS, NATTUNAL OCEANIT
ARD ATMOSPHERTC ADMINISTRATION (NOAR] (6-11-79) ~— -

FUNDING

Separate administrative staffs, systems, and related policies and
procedures were unnecessarily created for the eight Councils.
Further, we found that many Council administrative practices were
deficient. These conditions existed because NOAA funded the
Councils with grants rather than managing the Councils within the
NOAA system. Moreover, the Councils did not have adequate
expertiise to carry out the needed administrative activities.
Consequently, NOAA «created the need for duplicate systems and
additional staff which did not provide for the most economical
and efficient administration of the Councils.

We recommended that the Administrator, NOAA, not fund the
Councils with grants and take appropriate action to (1) staff the
Councils with Federal employees; (2) pay directly the
compensation and actual expense claims, as appropriate, of the
voting and non-voting Council members, scientific and statistical
committee members, and advisory panel members; and (3) provide
administrative services, including procurement, accounting, and
personnel, directly to the Councils.

In a progress report dated September 13, 1979, the Associate
Administrator, NOAA, rejected our recommendations. He advised
that at the recent oversight hearings held by the House of
Representatives to review the progress since enactment of the
Fishery Conservation and Management Act {FCMA)}, it was ciearly
stated by one of the authors of the Act that the Council staffs
were not intended to be Federal employees. We plan to pursue
this matter further, in accordance with established procedures
for adequately resolving actions taken on our recommendations.

MONITORING

e .

Our audit of the Fishery Management Councils showed that NOAA did
not (1) compare Council progress with pianned ‘goals and time
frames, (2) control overfunding of Councils, and (3) take
appropriate action to alleviate deficient contracting practices
at the Councils. These conditions existed because NOAA did not
(1) require the Councils to report on their progress relating to
planned goals and time frames, (2) adequately review financial
reports, and (3) adequately review contracting practices and
other activities of the Councils. Consequently, NOAA was not
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assured that the Councils' program and administrative activities
were carried out in an economical and efficient manner.

We recommended that the Administrator, NOAA, provide for more
stringent monitoring of Fishery Management Counc11 activities.
Such monitoring activities should include:

(1) Submission to NOAA of Council goals, objectives, planned
accomplishments, established time frames, and periodic
progress reports which disclose (a) whether the goals and
objectives are being accomplished within the established
time periods, (b) reasons why goals and objectives are not
being met, and (c) reasons for changes to plans and
resulting redirection of.resources and activities.

(2) Tighter restriction on transfers of funds between budget
Tine items and analysis of all financial reports by NOAA to
determine whether adjustments in funds are warranted.

(3) Visits to the Councils to review contracting practices and
other activities,

NOAA officials concurred with our findings and recommendations
concerning monitoring Council activities. Accordingly, the
Associate Administrator, NOAA, advised that they had (1) included
requirements in the f1sca1 year 1979 cooperative agreements for
the Councils to submit goals, objectives, planned
accomplishments, established time frames and semiannual progress
reports; (2) t1ghtened the fund transfer restrictions between
budget line items from 20 to 10 percent in the fiscal year 1979
cooperative agreements; and (3) visited all Councils to audit
their administrative operations and would continue to do so in
future years.

GUIDANCE TO COUNCILS

The Councils did not have appropriate policies, standards, and
procedures for (1) establishing pension plans, (2) obtaining
exemptions from state sales and unemployment taxes (3)
determining the work that should be considered off1c1al duties
for payment of salaries to Council members, (4) accounting for
purchases acquired from the General Services Administration, and
(5) accruing annual leave. We believe these conditions exnsted
because NOAA did not provide adequate guidance to the Councils.
Consequently, the Councils have not adminfjstered the above areas
in an efficient and economical manner.
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We recommended that the Administrator, NOAA, take appropriate
action to provide adequate guidance to ensure efficient and
economical administration of the grants. Such guidance should
cover, but not be limited to, (1) standards for pension plans,
(2) obtaining. exemption from state taxes, (3) standards for
official duties of Council members and a method for documenting
time, {4) accounting for purchases of goods and services Trom
Federal Agencies and (9) accru1ng annual leave.

NOAA off1c1als accepted the audit conclusion that 1mproved
guidance to the Councils in administration areas such as pensions
and compensation wouid make the Councils' administration of these
areas more efficient and economical.

The Associate Administrator, NOAA, advised that guidance for
establishing pension plans was being developed and would be
included in the revised and updated Council Operations Manual.
Also, a policy has been issued which stipulates that each Councitl
should establish standards .to indicate the -kind of ‘work which
would be considered as compensable, and an appropriate method of
documenting compensable time should be established.

CODIFICATION AND COORDINATION OF INSTRUCTIONS -

Qur review shOwedlthat»pbrtinent instructions and related
interpretations were not (1) processed through appropriate NOAA
personnel, and {(2) issued to-each Council. .This situation
gexisted because NOAA had not. developed adequate procedures to
ensure that all instructions, .developed and issued by the various
units within NOAA, were coordinated and codified. As a result,
the Councils may overlook guidance issued by NOAA, the guidance
may not conform-to interpretations or regulations regarding
Council operations, and the Councils may not be aware of
interpretations which have impact on the Councils when developing
internal policies and procedures. :

We recommended that the Administrator, NOAA, take appropriate
action to (1) codify all instructions to the Councils, (2) assure
that all appropriate NOAA personnel provide their input to the
instructions, and. (3) assure that pertineni interpretations or
decisions are disseminated to the Councils.

NOAA officials concurred with our findings and recommendations on
codification and coordination of instructions. - The Associate
Administrator, NOAA, advised that (1)} the Operations Manual,
which is expected to be in final form by December 1878, will
codify all instructions to the Councils; (2) appropriate NOAA
staff will be asked to review and input to the manual prior to

s
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publication; (3) previous interpretations of decisions will be
disseminated to the Councils; and {4} future communacat1on will
be included or referenced in the manual.

CLARIFICATION AND CONFORMANCE OF REGULATIONS

— s

Some of the various instructions and regulations issued to the -
Councils were ambiguous and inconsistent. This situation existed
because NOAA did not establish an appropriate control mechanism
to ensure that the regulations were clear and uniform..
Consequently, there were misuhderstandings concerning the intent
of the regultations and 1ncons1stent app]mcat1ons of the various
provisions. ~ . i

We recommended that the Administrator, NOAA, take appropriate
action to establish a central control point to ensure that
instructions and regulations’ app11cab1e to the Counc11s are clear
and consistent. .

In addition, we recommended that, w%th re@ard’to the following
specific areas; appropriate action be taken to:

(1) Conform Council travel regu1at1ons to the NOAA Travel
Handbook. :

(2) C]ar1fy the. Final Regu]at1one ahd the Counc11 Operat1ons
Manual as to the maximum number of authorlzed employees each
Council can emp1oy _

(3) Codify in the F1na] Regu]at1ons ‘the requirement that the
minutes of Council meet1ngs be cert1f1ed by the. Council
Chairmen. _

{4) Conform the de]egat1ons of authority and annual leave
provisions delineated in the Final Regulations with the
Statement of Organization, Practices, and Procedures
established for each CounC11

{5) Ciarafy the F1na1 Regulat1ons to proh1b1t 1ump -sum payment
for sick leave.

NOAA officials agreed that some.of the 1nstruct1ons and
regulations were misleading and amb1guous. T

The Assoc1ate Administrator, NOAA, stated they had established
the Executive Director of the National Marine Fisheries Service
as the central control point to insure all instructions and
regulations were clear and consistent, and that instructions were
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now clear that minutes of .all Council meetings must be certified
by the Council Chairmen.

With regard to the maximum number of authorized employees each
Council may employ, the Associate Administrator, NOAA, stated
they had determined that because of the varfations in workload
and methods of plan development, Councils may vary in numbers of
authorizea employees. Each year the approved operating budget
wilil contain the approval of full-time permanent &and other than
full-time permanent staff years. Any additions during the year,
prior to the next approved budget, will have to be approved by
NOAA. He further advised that the procedure would be clearly
documented in the Council Operations Manual.

The Associate Administrator, NOAA, also stated that the Council
Statements of Organization, Practices and Procedures had been,
and in some cases would be, rewritten to conform to current
delegations of authority and annual leave regulations and
‘guidelines. ~He further stated that the Council Operations Manual
would prohibit the payment of lump sum sick ledve.

The Association Administrator, NOAA, rejected our recommendation
concerning travel regulations, stating that the NOAA Travel Hand-
book, especially the portion relating to per diem, does not
apply. He advised, however, that specific uniform guidance,
consistent with NOAA legal determinations with respect to
relevant provisions of the FCMA, will be promulgated in
connection with rewriting the Council Operations Manual. We plan
to pursue this further, in accordance with established procedures
for adequately resolving action taken on our recommendations.

REPORT ON SURVEY OF THE MANAGEMENT AND UTILIZATION OF
AIRLINE DISCOUNT COUPONS (FROM 6/20/78 10 98/24/7/9)

United and American Airlines issued discount coupons to travelers
using their airlines between May 28 and June 17, 1979, These
coupons can be used to obtain a 50 percent discount on the
purchase of airline tickets between July 1 and December 15, 1978,
These coupons provide a unique opportunity for the Departiment of
Commerce and other government agencies to take advantage of major
travel savings.

The Office of Inspector General immediately recognized both the
potential savings and possibility of abuse by employees
personally gaining from the use of coupons obtained from
government paid travel. MWe devised a multiple phased audit plan
which included strategies of {1) notifying empioyees of the
necessity to return coupons to their operating units and
consulting on the development of guidelines for controiling the
receipt of coupons; (2) auditing operating uniis' compliance with
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the control guidelines during the coupon collection process; and
{3) reviewing the application of coupons to realize savings.

Timeliness was essential in notifying employees and developing
guidelines since the coupon promotion was sprung on air travelers
with almost no advance notice.

In an effort to get action started, we (1} recommended use of and
assisted in the preparation of a memorandum to all operating
units that described the airline discount coupon program and the
need for quickly notifying employees to turn in coupons received
on government travel, (2) telephoned Department of Commerce
offices and other Departments in the Washington area to notify
them of the discount coupon program, (3) advised Office of the
Controller officials in the development of control mechanisms and
reports needed to control the collection and use of coupons, and
(4) advised the Controller and the Director, 0ffice of
Procurement and ADP Management to instruct grantees and cost-
reimbursable contractors who received discount airline coupons on
Commerce related travel to either turn the coupons in to the:
Department or use them on future Commerce related travel.

As a result of our proactive efforts, notifications were issued
and guidelines were established to control the coliection of
coupons.

We believe that our early involvement in the airline discount

coupon program contributed substantially towards the Department's

go]1ection of 1,100 coupons with a potential savings of more than
269,000.

After the coupon program had been in operation for a few weeks,
we began the second phase of our review. We examined the extent
of control maintained over coupons collected from employees by
nine operating units and a field unit of one of them.

We found that nine of the fen organizations audited had not
provided for adequate accountability, eight were not safeguarding
the coupons to the extent necessary, eight were not performing
adequate follow-up, and four were not requiring statements from
employees who could not account for their coupons. We made
recommendations to improve control and received responses from
all operating units advising us that they had begun to implement
or had complieted implementing our recommendations.

The third phase of our review focused on whether the Department's
operating units would achieve maximum utilization and savings
from the discount coupons. We surveyed 14 operating units and
found, as of the end of August 1979, about 9 percent of the 1,100
coupons had been used to obtain an estimated $19,000 savings.
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The remaining 1,000 coupons had a potential to save up to
$250,000.

We noted several conditions that demonstrated the need for
improved management of airline discount coupons at the Department
tevel. The coupons can only be used for trips that are completed
by December 15, 1979. Therefore, at the end of August 1979,
about one-third of the coupon period had expired while only 9
percent of the coupons had been applied towards discount
airfares,

Secondly, we noted that some coupons were used for mid-country or
short trips. 1In order to achieve maximum savings for the
Department, it was necessary to determine which operating units
planned to take more long distance trips and shift the coupons to
those operating units. .

We also noted that operating units may not have been taking
enough aggressive action in following up on employees who had not
turned in coupons., For example, at one operating unit we noted
that very 1ittle follow-up had been performed on 96 outstanding
coupons with a potential value of up to $23,000.

We recommended that the Acting Controller establish a
Departmental focal point for the use of coupons and require
sufficiently detailed planning information sc¢ that management
could determine the optimal use of coupons. We further
recommended that bimonthly status reports be submitted by the
operating units on the actual use of coupons and the status of
follow-up with employees who had not returned coupons. The
Acting Controller generally agreed with our recommendations and
immediately took steps to begin implementing them,

In response to a separate report issued to the operating unit
with the 96 outstanding coupons, we were advised that they would
take prompt follow-up action.

In total, we have issued 12 audit reports on this subject. We

plan to further monitor, as appropriate, airline discount coupan
activities through December 15, 1979.
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PRIOR PERIOD SIGNIFICANT RECOMMENDATIONS
ON WHTCH CORRECTIVE "ACTION” AAS ROT BEEN "COMPLETED

—— ——— ——— e —— T — - ——

REPORT ON AUDIT OF SELECTED ACTIVITIES APPLICABLE T0 THE
REGIONAL “ACTION "PLANNING CONNISSTONS  (2-28-797

DEPARTMENTAL ROLE IN COMMISSION OPERATIONS
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Departmental coordination, guidance and direction of Commission
operations have not been effective. Rather than . adopting an
active approach in overseeing Commission operations, the
Department has chosen to let the Commissions operate "on their
own" to a major extent. In this regard, the Department has (1)
conveyed 1ittle information to the Commissions explaining what
standards they are expected to comply with, (2) requested
relatively 1ittle information about the various programs being
undertaken by the Commissions, and (3) opted, in general, not to
closely monitor the Commissions' policies and management
practices,

This approach has evolved, in part, because the Department has
not ﬁu]ly exercised the control and oversight authorities set
forth in the Public Works and Economic Development Act of 1965
(hereafter referred to as the Act). Also, concerning the
operational framework established by the Act, there has not been
a clear meeting of the minds among Departmental and Commission
officials regarding the relationship between the Department and
the Commissions.

We recommended that the Special Assistant to the Secretary for
Regionatl Development (Special Assistant) provide for improved
coordination and guidance of the Commissions' operations by
undertaking the following actions:

1. Propose revised legislation to provide for greater clarity
regarding the relationship between the Department and the
Commissions. Such Tegislation should be structured to
provide for a well-defined operational framework applicable
to the parties involved in coordinating and managing
Commission activities.

2. Provide for the development of written policies and
procedures to guide the Commissions in carrying out their
programmatic and administrative activities.
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3. Provide for sufficient monitoring and oversight of Commis-
sion operations to remain abreast of ongoing operations and
to determine whether established policies and procedures are
being adhered to.

Regarding recommendation number 1, revised legislation to provide
for greater clarity in the relationship between the Department
and the Commissions has been submitted to Congress {S. 914).

Regarding recommendation number 2, the Special Assistant advised
that written policies and procedures to guide the Commissions in
carrying out their programmatic and administrative activities
were included in regulations published in the Federal Register
for comment on June 7, 1979. These regulations have now been
finalized and submitted to the Secretary of Commerce for approval
and issuance. We were further informed that any or all of the
Federal Regulations can be waived by the Secretary, pending the
receipt of a Uniform Code of po11c1es and procedures formulated
by the Regional Commissions,

Regarding recommendation 3, S. 914 provides for monitoring and
oversight of Commissieon operat1ons, however, the Special

Assistant advised that it would require additional staff to
accomplish.

COORDINATION WITH GOVERNMENT AGENCIES
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The Act and the related Executive Order (1) recognize the
importance of coordinating the Commissions' activities with
various levels of Federal and State Government and (2) assign
certain responsibilities to the Secretary of Commerce bearing on
such coordination. Although various coordinating efforts are
undertaken by the Commissions, we believe there is a clear need
for an overall strengthening of this process. Specifically, this
refers to the need for the Commissions to improve the flow of
information and to better coordinate their actions with other
Government agencies concerning projects proposed, plans
developed, and problems encountered. To the extent that such
coordination is not achieved, there are reduced assurances that
the activities involving mutuality of interests between the
Commissions and Government agencies are being performed in the
most effective manner.

We recommended that the Special Assistant consult with the
Secretary regarding actions to strengthen coordination between
the Commissions and,6 certain Federal, State and sub-State agencies
carrying out related planning and prosect activities. Such
coordination should be structured to promote (1) effective
communication, (2) exchanges of information, and (3) concerted
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actions in areas of common interest. As part of this overall
process, particular emphasis should be placed on creating formal
coordination links, when appropriate, and ensuring that the
Commissions: : _ :

a. Inform the appropriate Federal agencies of programs and
- projects being seriously considered for funding by the
Commissions. For examplie, within the Department of

Commerce, this information would be particularly impor-

tant to the Economic Development Administration {EDA).
This process should include inviting comments and sug-
gestions about the proposed projects from the applicable
Federal agencies. o '

b, Establish an effective chain of communication with Fed-
eral agencies which partially fund the same projects as
funded by the Commissions. Also, make greater use of
formal Memorandums of Understanding with individual
Federal agencies to cover appropriate areas of mutual
efforts, such as the Commissions' supplemental grants.

c. Obtain and review, on a regular basis, the latest State
and sub-State economic development planning documents
for consideration in the Commissions' planning proces-
ses. This action should be designed to assist in
coordinating planning strategies to the maximum extent
possible,

We also recommended that the Special Assistant to the Secretary
stress, in writing, the need for the Federal Cochairmen to
promptly inform cognizant Department of Commerce officials about
any significant coordination problems which arise between their
Commissions and Federal agencies.

Action to implement these recommendations has been incorporated
in the regulations submitted to the Secretary of Commerce for
approval and issuance.

MANAGEMENT INFORMATION SYSTEM

. - — . o ———— e

At the time of our audit, the Department did not have sufficient
information about the Commissions' projects to effectively carry
out Title V responsibilities for coordination, liaisen, and
general oversight of the Commissions., Office of Regional
Development (ORD)}, recognizing the need to systematically obtain
certain information from the Commissions, implemented a Program
Information Reporting System (PIRS) during 1978. While this
System repreésents a good beginning, we believe that plans should
now be developed for strengthening the PIRS in certain respects.
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This includes moving toward an automated System as soon as
practical and strengthening certain administrative factors
pertaining to the System's operation. 1In addition, although many
Commission projects result in reports and studies, there
presently is no consolidated reference 1ist identifying all of
these available documents. We believe the PIRS could assist in
providing the mechanism for such an information clearinghouse.

We recommended that the Special Assistant provide for the
following actions to strengthen the Program Information Reporting
System applicable to Commission operations:

1. Automate the System as soon as practical. In this regard,
ORD officials should coordinate with the .Department's Office
of Procurement and Automatic Data Processing Management to
work out the specific details of such an automation process.

2., Eliminate the project numbering inconsistencies between the
two basic forms used to provide input to the System. Also,
ensure that there is a clear understanding about the. basis
for recording various project dates to be entered in the
System. : '

3. Expand the System to provide for 2 centralized listing of
all studies and reports resulting from projects funded by
the individual commissions. As part of this process,
coordinate with the Department's Office of Organization and
Management Systems to explore the best means of
incorporating these centralized report listings in the
Department's comprehensive Study Inventory System.

In response to recommendation 1, -the Special Assistant advised
that ORD foresees the need for eventual automation of the system,
but-believes this automation process should not take place until
a compiete system of Commissions is installed and functioning
nationwide. -Essentially, the rationale for this viewpoint is:

"With many varying Commission and Cochairmen record-keeping
systems, with fregquent staff changes, and with evolving
goals and objectives, it was deemed advisable to develop the
system in manual mode to the point where system stability
and reliabitity prevailed in reporting, recording, forms
usage, report formations, and coding. An automated system
could not economically respond to the nature and frequency
of changes already experienced in installing this informa-
tion system., In addition, full scale automation of the
information system will require additional personnel; under
current personnel Timitations and hiring practices, attempts
to automate now would have to be supported by personnel
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resources presently needed fdr more - 1mportant dut1es

eIsewhere." - |
Recommendation number 2 was not addressed in the Spec1a1
Assistant's status report. We will request specific comments to
be submitted for our next gquarterly report. -

In regard to recommendation 3, the Special Assistant stated that
organization of the master report listing should be done in con-
junction with automation of the PIRS.

COMPREHENSIVE LONG- RANGE ECONOMIC PLANS

T Tl i P e s

The Act requires that each Commission develop a comprehensive
long-range economic plan. However, some Commissions have taken.
jnordinate amounts.-of time to prepare these plans and, in effect,
have operated for extended periods of time without the benefit of
approved goals, objectives and strategies. In addition, certain
Commissions have not formally updated their long-range plans to
reflect s1gn1f1cant changes of d1rect1on in Commission emphasis.

We recommended that the Special Ass1stant estab11sh po11c1es and
regulations to ensure that: -

1. Each Comm1ss1on submxts a comprehensive 1ong ~range economic
-plan to the Secretary of Commerce within a specified period
of time after the establishment of ‘the Comm1ss1on.>

2. Each Comm1ss1on updates or otherw1se reV1ses its comprehen-
sive long-range economic plan, whenever warranted by
significant changed cond1t1ons, and submits this updated
plan to the Secretary for rev1ew and approva]

3. The Department estab11shes an 1nd1v1dua1 proce551ng ‘schedule

‘ ~for each of the incoming long-range plans and subsequent
updates. The schedule should provide for appropriate target
dates for each of the Departmental units involved in the
processing flow as well as for the other Federal agenc1es
1nvo1ved in the review process. :

Action to 1mp1ement these recommendations has been 1ncorporated

in the regu]atwons submitted to the Secretary of Commerce for
approva1 and 1ssuance
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SELECTION OF PROJECTS

Although the Act envisoned that the Commissions would focus on
matters. of regional significance, controls have not been
established at most Commissions to ensure that the project
selection process results in the funding of truiy regional
-projects. Nor has there been general adherence to the Act's
emphasis on establishing priority rankings, based on certain
criteria, for use in recommending specific programs and projects.

We recommended that the Special Assistant, acting jointly with
the Commissions, take action to strengthen the overall project

selection process used by the Commissions. This would include
the following actions: '

1. Define the term "regional® project and ensure that there is
a clear understanding by all the Commissions of the criteria
to be applied in determining whether a specific project is
truly regional in scope.

2. Ensure that in screening the various possible choices of
projects to be funded, the Commissions establish a priority
ranking of the projects, based on written criteria adopted
by each Commission. The criteria established by each
Commission should be defined in sufficient detail to include
the elements set forth in Section 504 of the Act, as well as
any other criteria deemed appropriate by the individual
Commissions. :

3. Reassess the Department's approach in fulfilling the Aci's
requirement for the Secretary of Commerce to approve the
various projects being undertaken by the Commissions. This
should include considering the most practical means of
obtaining specific information about individual projects
proposed for funding and developing an appropriate review
and approval process fTor these projects.

Action to implement this recommendation has been incorporated in

the reguiations submitted to the Secretary of Commerce for
approval and issuance.

STATE ADMINISTRATIVE GRANTS

Several Commissions annually awarded a combined total of millions
of dollars in State Administrative GBrants (SAGs) to their respec-
tive member States, without clearly defining the scopes of work
to be undertaken or requiring grantees to submit proposals
detailing how grant monies would be spent. Moreover, after
awarding the SAGs, certain Commissions have not monitored these
grants in a manner to remain abreast of current developments or

68



APPENDIX 11

to fully protect the Commissions’ financial interests in these
projects. As a result, grantees have expended SAG monies for
several activities which we consider to be questionable uses of
the Commissions' funds.

We recommended that the Special Assistant, acting jointly with
the Commissions, develop and implement uniform written procedures
regarding the award and monitoring of SAGs., This guidance
should:

1. Establish ¢riteria regarding the types of activities which
~can and cannot be funded with SAG monies.

2. Require the prospective grantees to submit detailed propo-
sals, prior to grant award, disclosing how the grant funds
will be used.

3. Ensure that the grant agreements clearly define the scope of
work to be performed and the basic objectives of the grants.

4, Provide for appropriate monitoring of the grants to deter-
mine the extent of compliance with the agreed-upon .scope of
work and the established terms and.conditions,

Action to implement this recommendation has been incorporated in
the regulations submitted to the Secretary of Commerce for ap-
proval and issuance. |

PROJECT AND PROGRAM EVALUATION

The Commissions have not consistently evaluated the results of
their individual projects. Nor has each Commission developed an
effective system to evaluate its projects collectively in terms
of measuring overall program accomplishments. In the absence of
such evaluations, neither the Commissions nor the Department are
in a position to determine what has been accompliished in rélation
to established goals or to keep others aware of program efforts
and accomplishments.

We recommended that the Special Assistant, acting jointly with
the Commissions, adopt and implement uniform written procedures
designed to:

1, Assess the results of each cémpTeted project in relation to
its established objectives.
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2. Measure the overall results of program accomplishments in
terms of contributing to each Commission's basic goals and
objectives,

3. Assure that the evaluation activities are fully documented
in the project files.

Action to implement this recommendation has been incorporated in
the regulations submitted to the Secretary of Commerce for ap-
proval and issuance.

PREAWARD REVIEWS OF PROJECTS

- e e v - ——

The project Tiles for many of the grants/contracts awarded by the
Commissions during the period covered by our audit did not
contain any documentation to show whether technical evaluations
and cost/price analyses had been performed prior to awards. In
some cases, there was not enough project information available
prior to grant awards for the Commissions to make meaningful
evaluative reviews of proposed projects. . Also, our review of
certain project files for contracts awarded by some Commissions
to various private contractors indicated that the Commissions
needed to strengthen their competitive procurement practices,
part;cu1ar1y with reference to sole source, noncompetitive
awards,- : '

We recommended that the Special Assistant, acting jointly with
the Commissions, establish uniform written policies and
procedures designed to strengthen the preaward review of proposed
projects. These operating guides should focus on the following
actions:

1. Ensure that the project files contain evidence of the
performance of technical evaluations and cost/price analyses
prior to awards. Also, provide that sufficiently detailed
proposals are obtained from prospsctive grantees to afford a
basis ¥or the performance of meaningful preaward
evaluations.

2. Award contracts by competitive procurement to the maximum
extent possible. The project files should be documented to
show the (1) extent and results of negotiations with
prospective contractors, (2) basis for negotiated contract
prices, and (3) justifications for sole source, non-
competitive awards.
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Action to implement the recommendations has been incorporated in
the regulations submitted to the Secretary of Commerce for ap-
proval and issuance.

TERMS AND CONDITIONS OF PROJECT AWARDS

Terms and conditions of many Commission project agreements were
not sufficiently defined to provide a clear understanding. between
the parties respecting such key factors as scope of work to be
performed, criteria for determining allowable costs, title to
property, patent rights, and various other matters. Some award
agreements included terms and conditions which were
contradictory. Also, the type agreements used by the Commissions
sometimes were not compatible with the type of work performed.

We recommended that the Special Assistant, acting jointly with
the Commissions, take action to:

1, Strengthen procedures applicable to the establishment of
terms and conditions to be incorporated in dindividual
project agreements. Such procedures should be designed to
ensure that, prior to the award of each project, all
proposed terms and conditions are thoroughly reviewed by a
legal representative or other qualified professional staff
member. - The reviews should be structured to ensure that the
Commissions' interests are fully protected and that there is
a8 clear understanding regarding such matters as:

a. Scope of work to be performed.

b. Tyge of agreement, e.g., fixed price or cost reimburs-
able. :

c. Allowability and allocability of project costs.

d. Nonallowability of costs incurred prior to the agree-
ment's effective date.

e. Limitation of Tiability in the event of cost overruns on
cost reimbursable agreements.

f. Recovery of unused project funds,

g. Range of allowable cost deviations from the appfoved
project budgets.

h. Accountability, ownership and disposition of any
property acquired or patent rights developed with
project funds.
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i. Prior Commission approvai, when appropriate, of such
matfers as appointment of key project personnel and
award of subcontracts.

J. Provision for audit by the Secretary of Commerce.

2. Implement the following cost principles relating to project
cost determinations, as set forth in Title 41, Code of
rederal Regulations, commonly referred to as the Federal
Procurement ‘Regulations (FPRs}):

a. Profit Making Organizations - FPR 1-15.2, "“Contracts
with Commercial Organizations."

b. Educational Institutions and other Nonprofit QOrganiza- -
tions - FPR 1-15.3 as implemented by Federal Management
Circular (FMC) 73-8, "Costs applicable to grants,
contracts and other agreements with educational institu-
tions;" OMB Circular A-110, "Grants and agreements with
institutions of higher education, hospitals and other
nonprofit organizations," and the Department of ’
Commerce's "Cost Principles for Nonprofit
Organizations."”

¢c. State and Local Governments - FPR 1-15.7 as implemented
by FMC 74-4, "Cost principies applicable to grants and
contracts with State and local governments." Addi-
tionally, the Commissions should implement OMB Circular
A-102, "Uniform administrative requirements for grants-
i?-aid to- State and local governments" (formerly FMC 74-
7).

3. Adopt criteria to be used in guiding the Commission staffs
in selecting the type of agreement, (fixed price or cost
reimbursable) to be used under varying circumstances. The
objective of such criteria should be to assist in gnsuring
that the type of agreement selected properly matches the
type of work being performed.

Action to implement these recommendations has been incorporated
in the regulations submitted to the Secretary of Commerce for
approval and issuance,

PROJECT ADMINISTRATION AND MONITORING

Many of the Commissions' projects have not been administered and
monitored after award in a manner to provide adequate information
and control over the projects' financial and technical status.
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We recommended that the Special Assistant, acting jointly with
the Commissions, develop and implement uniform written procedures
designed to strengthen postaward administration and monitoring of
projects. This process should focus on the following matters:

1. Provide specific guidance regarding the methods to be used
in remaining abreast of the status of each project. This
would include matters such as technical reviews of project
progress reports, analyses of project financial reports,
and periodic monitoring visits to the project sites. As
part of these actions, Commission personnel should (a)
review the status and timeliness of performance in relation
to grant/contract terms and conditions, and (b) identify and
endeavor to resolve conditions that might adversely affect
the Commissions' interests.

2. Ensure that formal contract modifications are made to
authorize substantial changes to the agreements. Also,
praovide that no increases in contract funding will be
allowed unless commensurate consideration is specifically
provided for in the formal contract modifications,

3. Facilitate a consistency of approach in reviewing and
approving advance and interim payments to grantees/con-
tractors. This will require guidance for Commission
personnel regarding the t1m1ng and amounts of such payments,
with the objective of ensuring that payment authorizations
do not exceed identified project requirements. As part of
this overall process, provide for an improved understanding
of the circumstances when it is appropriate to sign project
certifications attesting to satisfactory technical
performance and compliance with agreement terms and
conditions.

4, Place adequate documentation in the project files to evi-
dence the administrative and monitoring actions taken,

Action to implement these recommendations has been incorporated

in the requlations submitted to the Secretary of Commerce for
approval and issuance.

PROJECT CLOSE OUT PROCEDURES

The practices used by most Commissions for closing out compieted
projects did not ensure that the Commissions' interests were ade-
gquately protected.
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We recommended that the Special Assistant, acting jointly with
the Commissions, develop and implement uniform written procedures
designed to strengthen controls over the project ciose out
process. This shouid provide for the following:

1. Review the status of each open project on a periodic basis,
and formally ¢lose out the completed projecis as soon as
warranted, _

2. Require that appropriate project completion documents be
submitted by the contractors/grantees.

3. Ensure that, prior to making final project payments, all
final project reports or other end products are received.
Ensure that, prior to formal ¢lose out of completed
projects, final audits are completed, where appropriate, by
either Government audit organizations or independent public
accountants, As part of this process, provide for
appropriate actions on the recommendations contained in the
audit reports, inciuding the obtaining of refunds of project
monies due from the contractors/grantees.

4, Deobligate all unneeded project funds as soon as warranted.

Action to implement recommendation number 2 has been incorporated
in the regulations submitted to the Secretary of Commerce for ap-
proval and issuance. Although the Special Assistant agreed with
recommendations 1, 3 and 4, the status report did not identify
what action was being taken to implement these recommendations.
We will request specific comments to be submitted for our next
guarterly report.

ADMINISE@ATIVE AND PROGRAM EXPENSES

Major inconsistencies existed in the approaches used by the
Commissions in determining whether certain expenses were to be
paid from program funds or administrative funds. This
distinction is important since the Federal Government generally
pays all the Commissions' program costs but, after the second
year of operation, the Commissions' administrative expenses are
shared equally by the Federal Government and the applicable State
Governments.

HWe recommended that the Special Assistant coordinate with the
Commissions and the Department Controller to develop criteria to
be used by all the Commissions in distinguishing between
administrative expenses and program expenses and to provide for a
consistent application of this criteria in the future.
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Action to implement this recommendation has been incorporated in
the regulations submitted to the Secretary of Commerce.

Departmental accounting services provided to the Commissions have
not fully met user needs.

We recommended that the Special Assistant coordinate with the
Department's Controller in revising accounting reports to respond
to the identified needs of the Commissions. As part of this
process, appropriate input should be obtained from the
Commissions and the Office of Regional Development. Also,
appropriate action should be taken to ensure that identified
errors are promptly corrected and that all of the Commissions'
accounting reports are prepared in a timely manner. We also
recommended further that the Special Assistant encourage the
Commissions to eliminate, as soon as possiblie, the maintenance of
accounting records which duplicate the Departmental accounting
services being provided to the Commissions.

The Special Assistant indicated general agreement with the basic
intent of our recommendations. He advised that the Departmental
Controller has begun to take steps to improve the financial
reports provided to the Commissions.

CONTROL OVER PROPERTY

Financial records showed that the Commissions had acquired about
$300,000 worth of property at the time of our audit. However, due
to a lack of established procedures, certain Commissions had not
controlled this property in a manner to provide for accurate
property accountability. Also, as an additional matter, we noted
that property acquired for the Federal Cochairmen and ORD had not
been adequately controlled.

We recommended that the Special Assistant, acting jointly with
the Commissions, develop and implement uniform written policies
and procedures designed to strengthen control over property,
This process should focus on the following matters:

1. Provide a clear understanding of the property capitalization
criteria.

2. Reguire that, on a periodic basis, complete physical

inventories of capitalizable property be conducted.
Consideration should be given by the Commissions to coordi-
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nating with the Department's 0ffice of Administrative
Services (0AS) to obtain advice on the proper technigues for
conducting and documenting the physical inventories.

3. Establish accountability records for the capitalizable
property jdentified by the physical inventories.

4, Require that the Department's Finance Operations Division
(FOD)} be notified of property dispositions and inventory
adjustments, so that applicable financial records may be
maintained on & current basis.

Also, we recommended that the Special Assistant provide for
appropriate coordination within the Department to ensure that
property acquired for the Federal Cochairmen and ORD is
controlled in accordance with the same standards applicable to
atl units in the Office of the Secretary.

Action to implement the first recommendation has been
incorporated in the regulations submitted to the Secretary of
Commerce. However, these requlations do not provide for
appropriate coordination within the Department, to ensure that
property acquired for the Federal Cochairmen and ORD is
controlled, We plan to pursue this matter further, in accordance
with established procedures for adequately resolving actions
taken on our recommendations.

REPORT ON THE REVIEW OF THE
FODTFTCATION “TO TRE AUTONATED PAYROLL
SYSTEN OF TRE OFFTCE OF TRE SECRETARY (12-18-78)

el e el e b — - ———

PERSONNEL INTERNAL CONTROLS

i — — o o ot VAo ot .

A major objective of the modification was to permit automatic
transfer of updated pay entitlement date from the personnel
system to the payroll system. To ensure the accuracy of
transferred data, the personnel system was to incorporate
extensive edits of transactions at the point of data entry.
However, our review disclosed that implemented edits were minimal
and mainly test for valid codes, field lengths, and alpha/numeric
data. Also, the Office of Personnel was not ut111z1ng basic
input/output controls.

He recommended that the Director, Office of Personnel, take the
following actions to strengthen the internal controls over the
processing of personnel action data,

0 Fstablish sufficient controls to ensure that record counts
are used as a2 control procedure.
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0 Establish procedures to provide for the reconciliation of
input data to output listings and data during the weekly
update. Record counts will be necessary for the performance
of this process. ,

0 Strengthen edit conirols to provide for the testing of the
accuracy of personnel action transactions processed.:

Based on our follow-up visit fo the Processing and Services
Branch of the 0ffice of Personnel, we determined that record
counts are not being utilized as a control procedure.
Furthermore, reconciliations of input data to output listings for
the weekly update was not being performed.

We were informed by the Director, Office of Personnel, that the
new Employee Information System (EIS) is expected to provide
appropriate controls and extensive edits to meet the intent of
the above recommendations.

The Office of the Secretary is scheduled to begin parallel opera-
tions in November 1979. When the Office of the Secretary becomes
operational on EIS, the Office of Audits will review the controls
and edits. _

Discrepancies in common data elements exist between the personnel
and payroll master files. Annual leave codes, base rates of pay,
health plans, cost center codes, and retirement codes are among
the data elements in the two files that did not agree. Although
some of the discrepancies were due to the time lag of entering
data into the payroll system, other discrepancies can be
attributed to erroneous data contained in either the personnel or
payroll files.

We recommended that the Controller and the Director, Office of
Personnel, define, by Memorandum of Understanding or some other
device, the responsibilities for accuracy of the data elements
common fo personnel and payroll files and ensure that, prior to
implementation of the payroll modification, a procedure is
established to provide for the performance of periodic
reconciliations.

The Acting Controller informed us that the O0ffice of Personnel
has developed a Personnel Data Element Directory which assigns
responsibitities for accuracy and entry of data elements among
functional areas of personnel offices. Efforts are in process to
assign responsibility between personnel and payroll offices for
accuracy of common data elements in the personnel and payroll
system.
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Pertaining to the second part of our recommendation, the
Director, Finance Operations Division, O0ffice of the Controlier,
informed us that a procedure has been established to provide for
the performance of periodic reconciliations. Although the
procedure has been prepared for the Industry and Trade
Administratien, it has not become fully operational. The Office
of the Secretary files will be used to reconcile discrepancies in
common data elements prior to parallel payroll operations. When
parallel operations commence, the Office of Audits will review
the reconciliation procedure. :

CONTROL AND PROCESSING OF BIWEEKLY PAYROLL DATA

The current computerized payroll system was programmed to
calculate and process only the standard data needed to prepare
the payroll., Certain transactions, such as special pay
entitlements or unusual salary deductions, had to be manually
“prepared and then entered into the computerized system as
adjustments to the computer generated standard payroll data.

This procedure increases the amount of time and effort reguired
to produce the payroll information. Alse, the Finance Operations
Division's (FOD) control procedures were inadequate to ensure
that the manually prepared information was accurate and complete,
As & result, there was an increased possibility for producing
inaccurate payroll records and erroneous payments.

We recommended that the Controller require FOD to immediately
adopt and implement interim manual control procedures designed to
help ensure the accuracy and completeness of all biweekly payroll
information,

We also recommended that the Controller, and the Director, Office
of ADP Management (QADPM), arrange for the expeditious
development and implementation of system changes designed to
-computerize the processing of all biweekly payroll transactions.

The Acting Controller informed us that adoption of manual
controls was not originally possible because of the lack of
available staff and because of the difficulty associated with
obtaining ¢comparable data from the payroll master file and the
personnel master file. Personnel records are based on date of
processing and payroll records are based on effective date of
actions, Also, the Acting Controlier advised us that an
automated reconciliation process is near implementation so he
does not want his limited staff performing manual
reconciliations.

A Data Processing Request, dated May 3, 1979, provided for the

automation of the processing of all biweekly payroll transactions
and the reconciliation process. A substantial portion of the
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necessary programming has now been .accompTished and is presently
being tested. Testing commenced for the pay period ended August
4, 1979 and the automated reconciliation is expected to be in
place by the end of October, 1979. The Office of Audits will
then review the controls to determine the adegquacy and accuracy
of the automated reconciliation process. :

PAYROLL SYSTEM AUTHORIZATION CODES

e B et sy e — - —— - . W >

Current controls do not adequately restrict an unauthorized
individual from accessing information from payroll programs and
master files. Because a system of terminal authorization codes,
which restricts system access to a limited number of terminals,
had not been implemented, it was possible to access payroll
system programs and files from any computer terminal linked to
the Time Sharing Option (7SO} service provided by ADP Analysis
and Programming Division. Further, a system of operator
authorization codes has not been established to restrict the
number of persons having access to payroll programs and files.
Under present conditions, if unauthorized persons obtain the
correct password to the payroll file, there were no further
safeguards to prevent them from obtaining payroll data which
includes sensitive employee information such as financial and
personal data.

We recommended that the Controller, and the Director, OADPM,
develop and implement additional safeguards to ensure that only
authorized employees have access to computer payroll programs and
files. 1In this regard, consideration should be given to
implementing the following controls:

0 A two-level password code.
0 Terminal authorization codes.
0 Authorized operator codes.

On October 2, 1979, the Office of Audits conferred with
representatives from the Controller's Office and the O0ffice of
Procurement and ADP Management and reached agreement as to the
level of passwords, codes and authorized operator codes necessary
to ensure that only authorized employees have access to computer
payroll programs and files. Implementation of the additional
safeguards is scheduled to be completed by November 2, 1979.
Pertaining to the second part of our recommendation, the Finance
Operations Division, Office of the Controller, has requested the
0ffice of Procurement and ADP Management to restrict the use of
the payroll system to only those data entry terminals which are
assigned to the Finance Operations Division. This action is
expected to be implemented before October 31, 1979.
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PAYROLL AND PERSONNEL BACK-UP CAPABILITIES

Current back-up and disaster recovery procedures for the payroill
and personnei systems were inadequate to reasonably ensure that
processing operations could continue under adverse conditions.
Back-up magnetic tapes and programs for the payroll and personnel
systems were not stored at off-site locations; these tapes were
not tested to ensure that the quality was retained throughout the
storage period; nor were retention iimetables established.

Also, we noted that arrangéements for emergency computer
processing capabilities had not been made.

We recommended that the Controller, the Director, O0ffice of
Personnel, and Director, OADPM, take immediate action to
strengthen the payroll and personnel systems' back-up and
recovery procedure and capabilities by:

0 Establishing a secure off-site storage area where back-up
computer programs and systems files can be retained.

0 Establishing tape retention t%metab]e schedules. |

0 Arranging with an off-site data processing organization to

provide back-up computer processing capabilities for
emergency use,

0 Conducting periodic tests to ensure the reliability of back-
up magnetic tapes and processing support facilities,

The Office of Procurement and ADP Management has reached an
informal agreement with the Department of Labor for contingency
back-up operations. When the agreement has been formally
finalized, a test will be conducted to ensure compatibility.
Also, an informal agreement has been reached with the Patent and
Trademark Office for off-site storage of critical files and
programs. The above agreements should be formally finalized,
actions implemented, and testing completed during November 1878,

The DOC Records Management Center will transmift master payroll
and personnel file to the Federal Records Center in Suitland,
Maryland for the reguired five year retention period. This
action wilil also be completed during November 1979.
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*

REPORT ON AUDIT OF SELECTED ASPECTS OF PREPARATORY WORK

Nt - e o it gy i

e i e e e ey e e

To carry out the 1980 Decennial Census, temporary space will be
needed to house 409 district offices, 25 prelist offices, 12
regional centers and 4 processing centers. Census estimated that
about $50 million would be required to obtain the necessary
temporary space. While some preliminary actions were initiated
by Census to obtain the required space, there remained a
multitude of interrelated actions to be accomplished as part of
the overall space acquisition process. Acquisition of such a
large amount of space scattered throughout the United States
requires substantial lTead time and close coordination between the
General Services Administration (GSA), the Department, and
several major organizational units within Census.

We recommended that the Director, Bureau of the Census, take the
actions necessary to:

) Establish a formal time-phased action plan for finalizing
requirements and acquiring temporary space needed to carry
out the 1980 Decennial Census. Such a plan should:

-~ Set forth the principal actions that must be taken and
provide a time schedule for accomplishment. '

-- Clearly identify who is responsible for taking the
principal actions.

-~ Provide for periodic reporting of progress in relation
to that planned for follow-up action when indicated.

-- Be approved by appropriate levels of management,

) Establish operating procedures for implementing the space
acquisition plan. Since many Census organizational units at
headquarters and in the field will be actively involved, it
15 important that operating procedures be established to
guide these units in carrying out the plan in the most
efficient and effective manner.

In the most recent status report, Census indicated that:

o} A formal time-phased action plan has been established.

0 Operating procedures have been finalized.

We are presently conducting an audit of space management for the
1680 Decennial Census. Preliminary work indicates that there are
still some weaknesses in the areas covered by the above recommen-

dations. We will therefore keep these recommendations open until
our final audit report is issued.
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REPORT ON AUDIT OF CONTROLS OVER COMPUTERIZED
PAYROLL "PROCESSING OPERATIORS — — ~
NATTONAL ‘OCEANTC AND ATWUSPHERIC ADMINISTRATION

(NOART TI-3-767°" "7 7
OVERTIME

From a review of a sample of overtime authorization forms, the
Office of Audits found that Deparimental regulations requiring
overtime to be properly authorized were not being followed.
Under NOAA's system, the authorization forms were retained in the
field by the Financial Managemeni Centers until the end of the
year. At that time, these forms were forwarded to the Personal
Services Accounting Branch, where they were kept on hand for
possible audit, We were told that the Finance Division neither
reviewed these forms nor monitored the procedure to determine
whether it was being followed.

The auditors found from a2 sample of time and attendance reports

that NOAA had not recorded the actual time the employee started

and finished work, which would have provided a built-in check in
support of the number of overtime hours paid.

We recommended that the Chief, Finance Division, take appropriate
action to enforce the present overtime authorization procedures.

Overtime authorization procedures required that overtime
authorizations be sent to the centralized payroll unit, located
in Rockville, Maryland, where they were to be verified prior to
payment. NOAA officidls believed that because its 14,000
employees are stationed throughout the United States the time
required to have these authorizations transmitted and reviewed
would have an adverse effect on meeting stringent payroll
deadlines. Therefore, NOAA proposed alternative authorization
procedures whereby overtime authorizations are maintained at one
of NOAA's 53 Financial Management Centers and verified against
overtime payments as shown on a biweekly printout.

These procedures were approved by the Accounting Standards
Division, 0ffice of the Controller. We were advised that draft
procedures are presently in effect, These procedures will be
formally put into effect through a NOAA Circular which is
expected to be completed by January 1880.

SECURITY OF COMPUTER PROGRAMS

We were advised that access to the payroll computer programs and
the mass storage data files was not restricted by the use of
appropriate security measures. Therefore, there was increased
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risk that the programs could be tampered with or that privacy
data could be obtained by unauthorized individuals.

We recommended that the Assistant Administrator for
Administration, NOAA, take appropriate action to ensure that
access to payroll computer files be restricted through the use of
read/write appropriate security measures.

We were advised that the payroll source programs are protected
through the use of passwords. The executable programs and mass
storage data files are not fully protected. Further protection
processes are planned upon installation of a new computer. The
estimated completion date for implementation of this
recommendation is March 31, 1980.

REPORT ON AUDIT OF CONTRACT ADMINISTRATION
AT SECECTED OFFTCE OF MINORLTY BUSINESS ENTERPRISE
REGIONAC OFFICES (628767~~~

———

The lack.of timely action to resolve questioned costs, and to
efther approve or reject other matters requiring advance approval
by the O0ffice of Administrative Services and Procurement (OAS&P)
or Office of Minority Business Enterprise (OMBE), has contributed
significantly to the magnitude of unresolved costs and other
matters raised in audit reports. There was no effective plan for
resolving this large backlog.

In our audit report, we recommended that the Director, O0AS&P,
devote additional attention and effort in the next few months to
substantially reduce the Targe amount of the costs gquestioned and
system deficiencies noted in the contract audit reports that
remain unresolved by the administrative contracting officer
(ACO}. Primary emphasis should be placed on resolving audit
issues relating to contracts that probably will be renewed.
Secondary emphasis should be placed on unresolved issues in audit
reports of 1972 and 1973 contract awards. Follow-up should be
made to assure that the Contracting Officers Technical
Representative regularly provides the ACO with the assistance
requested and needed to close these items. Consideration should
be given to creating a temporary task force to reduce the backlog
of unresolived audit issues.

Since the issuance of our audit report, unresolved questioned
costs in audit reports relating to OMBE have decreased from $9.3
miliion to $5.6 million. Of the $5.6 million, $1.3 million are
unresolved costs questioned related to reports that are in excess
of six months old.; $.8 million over one year old, and $2.2
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million over two years old. While this indicates considerable
progress in resclving questioned costs, there is a need for
additional actions to reduce the time these costs remain
outstanding. The Department, however, is in the process of .
implementing new procedures for the resolution of both financial
and nonfinancial audit recommendations. These procedures are
expected to minimize the number of untimely actions and
sufficiently reduce the unresolved guestioned costs. These new
procedures are being coordinated with the 0ffice of the
Controller, Bureau Accounting Offices, the 0ffice of Procurement
and Automatic Data Processing Management, and the legal offices
which have important responsibilities in the new procedures. 1In
addition, the O0Ffice of Audits is coordinating directly with
officials of the 0ffice of Minority Business Enterprise and the
Office of Procurement and Automatic Data Processing Management in
an effort to further reduce unresolved questioned costs.

REPORT ON AUDIT OF SELECTED ASPECTS OF THE

== —— - —

SYSTEMS REVIEWS AND PRODUCTION STANDARDS

—— i — — -

Qur analysis of the production records of three Customer Services
Division (CSD) operating sections indicated that an inordinate
amount of unproductive and idle time exists. Elimination of idle
time and an increase in productivity in these three sections,
which represent 12 percent of the CSD staff, could result in
savings of about $100,000 annually. If the idle time for the
sections reviewed is representative of the Division, a
considerable amount of additional savings could be realized
throughout the Division.

We recommended that the Commissioner of Patents take action to:

i. Promptly develep production standards for the various tasks
in CSD.
2 . Impiement an appropriate reporting and evaluation system

which will utilize such production standards to aid manage-
ment in determining unit staffing levels, measuring the
effectiveness of operating units, and provide a basis for
rewarding efficient employees.

A Program Measurement System was implemented in the Customer
Services Division to preovide an accur-ate and methedical means to
forecast budget and staffing requirements; to reflect current and
cumulative costs in fterms of hours and dollars; and tc monitor
the effectiveness of tasks and operations for which production
targets have been developed. This new system represented the
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necessary initial steps to the develepment of production
standards for CSD tasks.

The first work measurement study conducted within CSD was
compieted in the microfilming section in August 1977. The
production standards developed as a result of the study have not
been implemented. The Patent and Trademark Office (PTO) and the
Patent Office Employees Union are still renegotiating the section
of the union contract pertaining to production standards.
Consequently, the development and implementation of production
standards in the PTO is being further delayed pending outcome of
the negotiation. :

We will pursue this with the Assistant Secretary for Science and

Technology, in order to obtain a more definitive date for
.resolution of the matter. '
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ABLE NO.
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DESCRIPTION OF CASES PROCESSED
EY TRE OFFICE OF INVESTIGATIONS

Current Period Cases Processed and
Disposition

Cases by Operating Unit

Cases Referred to Justice and
U.S, Attorneys

Results of Cases Referred to Justice
In Prior Periods
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AGENCY

Bureau of
Census

Bureaun of

Census

Bureau of

Census

Buresau of
Census

Bureau of
Census

Bureau of
Census

Controller

Bconomic Development
Administration

Economic Development
Administration

the

the

the

the

the

the

LFPENDIX IV

LISTING OF MANAGEMENT AUDIT REPORTS

ISSUED FROM APRIL 1, 1979, TO SEPTEMBER 30, 1878

AUDIT
- NUMBER

SAD10101070073005

S5AD10500070079006

54D10701070079009
TAD10200070079007
TAD10200070079009

54D10101070079018

54D10701050079021
34D11703101573CCH

3AD104G1101679008

94

DATE
REPORT

ISSUED
06/06/7¢9

06/05/7%

06/20/79.

06/29/79

08/06/79

09/28/79

08/24/79

04/23/739

06/29/79

TITLE

Review of Design and Devel-
cpment of the Regicnal Office
Payrell System

Review of the In-House Devel-
opment of Computer Software
Applicable to the Bureau of
the Census, Data Users
Services Division

Report on Review of Compliance
with Guidelines for Conitrol of
Discount Airline Coupons

Audit of Space Management
for the 1980 Decennial
Census

Audit of Space Management
for the 1980 Decennial
Census

Consolidated Report on Audit
of the Design and Development
of the Regional Office
Automated Payroll System

Report on Survey of the
Management and Utilization
of Airline Discount Coupons

l.ake Placid 1980 Winter
Olympic Games Administrative
Budget

Report on Audit of Selected
Aspecis of the Economic
Develepmeni Administration
Data Systems for Loczl Pub-
lie Works Construction
Management
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LISTING OF MANAGEMENT AUDIT REPORTS
ISSUED FROM APRIL 1, 1979, TC SEPTEMBER 30, 1979

Doc
AGENCY

AUDIT
NUMBER

Economic Development TADT1401100079008

Administration

Industry and Trade
Administration

Maritime
Administration

Na tional Bureau of
Standards

‘Na tional Oceanic
and Atmospheric
Administration

Na tional Oceanic
and Atmospheric
Administration

Na tional Tele-
communicz tions
and Information
Administration

Na tional Technical
Informaticn
Service

Na tional Techniecal
Information
Service

Office of Adminis-
trative Services

5AD10701250079014

5AD10703700079013

5AD10701550079017

14D10803483279008

5AD10701480079011

5AD10701600073012

SAD10701560079015
64D111035600759010

S5AD10701050079016

95

DATE
REPORT

ISSUED
07/17/79

06/22/79

06/231/79

06/29/79

06/11/7%

06/21/79

06/20/79

06/22/79

09/10/79

06/25/7%

TITLE

Report on Evaluz tion of
Selected Activities of the
Automatic Datz Processing
Installation

Report on Review of Cdmpliance
with Guidelines for Control of
Discount Airline Coupons

Report on Review of Compliance
with Guidelines for Contreol of
Discount Airline Coupons

Report on Review of Compliance
with Guidelines for Control of
Discount Airline Coupons

Report on Audit of Adminis-
tration of Grants Awarded to
Regional Fishery Management
Councils

Report on Review of Compliance
with Guidelines for Control of
Discount Airline Coupons

Report on Review of Compliance
with Guidelines for Control of
Discount Airline Coupons

Report on Review of Compliance
with Guidelines for Control of
Discount Airline Coupons

Report on Audit of Biblio-
graphic Data File Lease

Activities

Reporti on Review of Compliance
with Guidelines for Control of
Discount Airline Coupons



APPENDIX IV,

LISTING OF MANAGEMENT AUDIT REPQRTS
ISSUED FROM APRIL 1. 1979, TO SEPTEMBER 30, 1979

DATE

DOC AUDIT REPORT
AGENCY NUMBER ISSUED.
Office of Adminis- 54D10701050079020 09/19/79

trative 3ervices

Office of Minority BAD10601400079001 08/03/79
Business
Enterprise®

Office of Minority UAD10601400079002 ©8/27/79
Business
Enterprise*

Cffice of the SAD10805050079019 09/10/79
Secretary

Patent and Trademark S5AD1070510079010 06/21/79
Of fice

Regional Action 6AD10701151079006 0O4/03/79
Planning
Commissions

Regional Action BAD10701154079007 O4/24/79
Planning
Commissions

Regional Acticn 6AD10701156079008 0O4/27/79
Planning
Commissions

*Now known as Minority Business Development Agency.
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TITLE

Follow-up .Report on Compliance
with Guidelines for Control cof
Airline Discount Coupons

Interim Report on Survey of
OMBE Activities Related to
Selected OMBE Contracts and
Grants - Unliquidated
Obligations

Interim Repert on Survey of
OMBE Activities Related to
Selected OMBE Contracts and
Grants - Return of Excess
Advancas

Review of the Automated Inter-
face between the Employee
Information System and the
Office of Secretary Payroll
Sys tem

Heport on Review of Compliznce
with Guidelines for Control of
Discount Airline Coupons

Report on Audit of Selected
Activities Applicable to the
Coastal Plains Regional
Commission

Report on Audit of Selected
Activities Applicable to ‘the
0ld West Regional Comkmission

Report on Audit of Selected
Activities Applicabls to the
Pacifle Northwest Regional
Commission




APPENDIX V

SUMMARY OF CONTRACT, GRANT AND LOAN
AUDIT ACTIVITY-APRIL 1, 1979 10 SEPIEMBER 30, 1979

For the six month period ending September 30, 1979, the Office of
Inspector General (0IG) prepared and jssued 175 contract, grant,
and loan (CGL) audit reports, and reviewed and accepted 2,255 CGL
audit reports prepared by independent public accountants (IPAs),
State, lecal, and other Federal auditors.

Folliowing is a summary, by Department of Commerce program, which
shows the number of reports prepared by IPAs, State, 1local, and
other Federal auditors.

Number of

Program Reports
Office of Procurement and ADP Management of the

Secretary of Commerce 23
Office of Minority Business Enterprise - Contracts 62
Economic Development Administration (EDA) 4
EDA - Title I Public Works 74
EDA - Title IX Economic Adjustment Assistance 5
EDA - Title X Job Opportunities Program 4
EDA - Drought Relief 25
EDA - Local Public Works 1,896
EDA - Development Propcess Grants 302(a)} 14
EDA - Planning Grants 302(b)/301(b) 54
EDA - Office of Economic Research 4
EDA - Office of Technical Assistance 1
Coastal Plains Regional Commission 1
O0ffice of Minority Business Enterprise 43
National Oceanic and Atmospheric Administration (NOAA) 13
NOAA - Office of Coastal Zone Management 4
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APPENDIX V

NOAA - Office of Coastal Zone Management - Basic 3
NOAA - Office of Coastal Zone Management -
Coastal Energy Impact Program 19
NOAA - Sea Grants 4
NOAA - National Marine Fishery Service - ‘
- Grant In Aid 7 2
Total 2,255

Following is a listing of CGL audit reports prepared and issued
during this period by the OIG.
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APPENDIX VI

SUMMARY OF EACH REPORT TO THE SECRETARY
ON UNREASONABLE REFUSAL OF
[RFORMATION OR "ASSTSTARCE

In accordance with Section 5(a)(5) of the Inspector General Act
of 1978, we are reporting that during the period April 1, 1979 to
Septembeér 30, 1979, there were no instances reported to the
Secretary of Commerce wherein QIG was unreasonably refused
“information or assistance requested.
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