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EXECUTIVE SUMMARY

Corporation Start-up

The Corporation for National and Community Service was established by the National
and Community Service Trust Act of 1993, signed by the President on September 21, 1993. It
combines the volunteer service programs of ACTION and the Commission on National and
Community Service. The Corporation began operations in October 1993 with a core staff from
the Commission and the White House Office of National Service. The effective date of the
merger of ACTION with the Corporation was April 4, 1994. (See page 1.)

The Chief Executive Officer established the Corporation Office of Inspector General
(OIG) on December 14, 1993, and named the ACTION Inspector General as Acting Inspector
General of the Corporation. A permanent Inspector General will be appointed by the President
and confirmed by the Senate. The Acting Inspector General of the Corporation was authorized
to utilize the staff of the ACTION OIG. Therefore, in practice, there has been one Office of
Inspector General for both the Corporation and ACTION since December 14. (See page 1.)

During this six-month period, the OIG assisted in many Corporation start-up projects,
including reviewing regulations and applications and serving on task forces to design new
financial and information systems. (See pages 11-12.)

Audit planning for the Corporation was by necessity abbreviated for FY 1994, but we
hope to complete a five-year strategic plan for FY 1995. We will work with the Corporation
as it designs its own strategic plan and participates in one of the pilot projects authorized by the
Government Performance and Results Act of 1993. (See page 5.)

Investigations

Two investigations of alleged official misconduct by regional employees resulted in
(1) state criminal charges in one case, with administrative action by the Corporation pending
and (2) potential state criminal charges in the other case, after the employee resigned. (See
pages 8-10.)

Audits
We issued 14 final in-house reports on grant audits. In addition, we issued 25 reports

as a result of our review of 325 audit reports performed under OMB Circulars A-128 and
A-133. (See pages 5-6.)
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ORGANIZATION AND MANAGEMENT

The National and Community Service Trust Act of 1993 created the Corporation for Nationa! and
Community Service, established new national service programs, and enhanced programs which had been
administered by ACTION and the Commission on National and Community Service. The Corporation
began operations in October 1993 with a core staff from the Commission and the White House Office
of National Service. The effective date of ACTION’s merger with the Corporation was April 4, 1994.

The Inspector General Act of 1978, as amended, requires the Corporation to have a Presidentially-
appointed, Senate-confirmed Inspector General. On December 14, 1993, the Chief Executive Officer of
the Corporation appointed the ACTION Inspector General as the Acting Inspector General of the
Corporation, with authority to utilize the staff of the ACTION OIG. The entire ACTION OIG officially
transferred to the Corporation OIG on April 4.

The Inspector General Act requires that the Inspector General submit a report to Congress every
six months.

THE MISSION OF THE CORPORATION FOR NATIONAL AND COMMUNITY SERVICE

The Corporation awards grants and sponsors programs for national service and community
volunteer programs to address the nation’s education, human, public safety, and environmental needs.
The Corporation’s major programs include:

= AmeriCorps
o AmeriCorps grants
° Volunteers in Service to America (VISTA)

L National Civilian Community Corps (NCCC)
= Learn and Serve America

° K-12 Programs
o Higher Education Programs

L] National Senior Volunteer Corps
° Retired and Senior Volunteer Program (RSVP)
° Foster Grandparent Program (FGP)
* Senior Companion Program (SCP)

. Other Innovative Service Programs

The chart on the following page shows the organization of the Corporation.
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THE ROLE OF THE INSPECTOR GENERAL

The Office of the Inspector General (OIG) reviews Corporation programs and operations
through audits, investigations, and other initiatives to:

@) promote economy and efficiency in the Corporation’s
programs and operations and

®) prevent and detect fraud, waste, and abuse.

Our primary goal is to encourage constructive, systemic changes that will lead to
improvements within the Corporation’s programs and operations. The chart on the following page
shows the functional responsibilities assigned within the office.

MANAGEMENT ISSUES

OIG Staffing and Budget

Staffing and budget issues for the Corporation OIG have not been fully addressed because
a permanent Inspector General is not yet appointed. For FY 1994, the ACTION OIG had a staffing
level of 12 and a budget of $944,000. The Corporation OIG’s separate account in the FY 1995
President’s request has a staffing level of 12 and a $1 million budget. There are, however, other
resources within the Corporation’s budget for FY 1995 that may be allocated to OIG activities.

Corporation Appropriations Jurisdiction

The split of the Corporation’s budget for review between two Congressional subcommittees
is a concern. For many years, and also in FY 1994, the ACTION budget was reviewed by the
Senate and House Appropriations Subcommittees on Labor, Health and Human Services, Education,
and Related Agencies (Labor/HHS). In FY 1994, the Corporation’s budget (as the successor to the
Commission on National and Community Service) was reviewed by the Senate and House
Subcommittees on VA, HUD, and Independent Agencies (VA/HUD).

Despite the official merger of ACTION with the Corporation on April 4, 1994, the
Corporation’s FY 1995 budget remains split between the two subcommittees. There are precedents
for splitting budgets of much larger departments and agencies, where a multifaceted budget might
require review by subcommittees with vastly different expertise. But the FY 1995 total request of
$850 million is an extremely small amount to be split between two subcommittees. The issue is
complicated by the fact that not even administrative costs are consolidated. This split will present
additional challenges and paperwork burdens for the Corporation.
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AUDITING ACTIVITIES

AUDIT PLANNING

Since the Corporation was only recently authorized (in September 1993) and is in the
process of being fully implemented, audit planning is not on a normal cycle. During the
transition period, both before the official establishment of the Corporation OIG and afterwards,
this office has continued to respond to requests from ACTION officials and has worked with
other Corporation officials to determine high priority audits.

The FY 1994 audit plan was largely an interim measure and was not issued until
February 1994. It contained an outline of the major priorities for the OIG in FY 1994, i.e.,
technical assistance to the Corporation, strategic planning, conducting significant audits, and
conducting investigations as necessary.

We expect that the FY 1995 audit plan will include at least a preliminary strategic five-
year plan and will incorporate a broader variety of both program and grant audits. We will be
working with the Corporation as it designs its own strategic plan and participates in one of the
pilot projects authorized by the Government Performance and Results Act.

AUDITS IN PROGRESS

During this semiannual period, we began audits of two programs funded by the former
Commission on National and Community Service. One program was funded through a grant
and one through a cooperative agreement. The two audits represent different issues of
quantifying efficiencies in projected grant delivery systems and sponsoring other innovative
programs. We expect that the findings will affect future grant decisions.

Also, during this semiannual period, we began two operational audits of ACTION
systems. Both audits will examine issues that will be important for the Corporation as it
develops systems to handle Federal audit and financial requirements.

GRANT AUDITS

OIG auditors audited ACTION grants for Foster Grandparent, Senior Companion, and
Retired and Senior Volunteer Programs, as well as VISTA sponsors. The selection of grants
for audit was based on requests from management officials, high dollar amounts, lack of prior
audits, or closeouts. We issued 14 audit reports during this semiannual period and questioned
approximately $220,000 in grant costs.



REVIEW OF A-128 AND A-133 AUDITS

OMB Circulars A-128 and A-133 require State and local governments, nonprofit
organizations, and institutions of higher education to provide annual or biennial audit reports to
those Government agencies responsible for their Federal funding. During this period, the OIG
reviewed 153 A-128 reports and 172 A-133 reports. Of the total reviewed, 25 contained
findings relevant to ACTION programs and were included in the Agency’s audit resolution
tracking system.

A major responsibility for the future is to work with Corporation officials to (1) assure
that all Corporation grantees are aware of their responsibilities under these Circulars and
(2) set up a system to review and track findings from these audits.

SIGNIFICANT REVISED MANAGEMENT DECISION AND SIGNIFICANT
MANAGEMENT DECISION WITH WHICH THE INSPECTOR GENERAL DISAGREES

An ACTION grantee appealed a management decision which had disallowed over
$50,000 in personnel costs that could not be documented. Despite a complete and thorough
audit resolution process that gave the grantee credit for all available indirect documentation, the
current ACTION Appeals Official revised the management decision and accepted all of the
previously disallowed personnel costs.

This revised management decision is significant for two reasons: (1) accepting 100% of
the disallowed costs is inconsistent with required accountability of Federal funds and increases
our difficulty in compelling future grantees to comply with Federal recordkeeping requirements
and (2) there was a major procedural lapse during the appeals process by not allowing input
from the Inspector General or the Deputy Inspector General prior to revising the management
decision.

When the statutory Office of Inspector General was established at ACTION in 1989, the
audit resolution system for the Agency was in disarray. There were often huge variances
between the OIG’s questioned costs and management’s disallowed costs. Overturned
management decisions on appeal were commonplace. As chronicled in previous semiannual
reports, beginning in 1989, both the OIG and management officials worked to create a model
audit resolution system, including establishing procedures that gave the OIG an opportunity to
comment on each appeal of a management decision. For over two years, the process worked
well. This recent procedural lapse is a puzzle.



It is critical for us to work with the Chief Executive Officer and the Chief Financial
Officer of the Corporation to establish an audit resolution process that (1) will uphold Federal
requirements while being fair to all parties and (2) very importantly, assure Inspector General
input into all management decisions, including revised management decisions.

PRIOR SIGNIFICANT RECOMMENDATIONS ON WHICH CORRECTIVE ACTION
HAS NOT BEEN COMPLETED

The most significant recommendation that has not yet been acted upon is one that
ACTION management officials have for the last several years agreed is necessary: to revise the
grants management handbook for grantees. The current handbook was published in 1983, with
only one update in 1990 to incorporate the OMB Circular A-133 requirements.

All Corporation grantees deserve clear grant-management procedures. The best way to
achieve this goal is to revise and expand one or a series of grants management handbooks.

Other audit recommendations that have not been completed by the ACTION Agency are
reported in management’s report of overdue final actions.



INVESTIGATIONS

We opened three new investigations and closed three investigations during this reporting
period. Two cases remain open, including one in which further prosecutive action is pending.

The following highlights our investigative activity during this reporting period:

Falsification of Government Travel Order

We investigated an allegation that an employee in a regional office falsified official
Government travel orders to rent an automobile for personal use and later extend the rental
agreement. We substantiated the allegation, and the employee has since resigned. The U.S.
Attorney’s office declined Federal prosecution, but we have been advised that the rental car
company intends to pursue State criminal charges against the individual.

Unauthorized Credit Card Charges

We investigated allegations that an employee in another regional office accumulated a
substantial amount of charges for personal goods and services on a Government-issued credit
card and charged personal travel to a Government travel account. State charges have been filed
against the employee, and Federal prosecution has been declined. We recommended appropriate
disciplinary action against the employee.

Alleged Falsification of SF-171

We completed an investigation into allegations that an employee furnished false
information on an Application for Federal Employment, SF-171. The allegations were not
substantiated.

All Impropriety in Commission-Funded Program

We have completed our investigation of alleged impropriety involving a program funded
by the Commission on National and Community Service. We began this investigation in late
FY 1993 pursuant to an interagency agreement between the Commission and the ACTION OIG.
We found no evidence of fraud or criminal wrongdoing, but made several recommendations for
administrative improvement and are currently conducting an audit of the Federally-funded
program.



Alleged Misapplication of Federal Grant Funds

The OIG is investigating allegations that administrators of an organization receiving
grants under ACTION’s Older American Volunteer Program misapplied nearly $80,000 in grant
funds. It is alleged that the funds were spent on a highly speculative fund-raising enterprise that
failed. Our investigation will continue when more staff resources are available.

Pending Action on Previous Prosecution Referral

The U.S. Attorney’s Office has begun plea negotiations with a former Retired Senior
Volunteer Program (RSVP) project director suspected of embezzling RSVP grant funds. This
case was referred to the U.S. Attorney following an OIG investigation.



Statistical Summary of Investigations

Number of cases open at
beginning of reporting
period....ccceviceacass Geeraresneeaan ceessanecses ceeseseecnrenne 3

Number of new cases opened
during this reporting period......... tecsevrecretretsstesanons ee3

Number of cases closed during
this reporting period with
significant findings.....cceceeecees ceecsesnsas seecrsscenasnaes 2

Number of cases closed during
this reporting period with
no significant findings.....ce0veeeennn cieeetecereccessaevennns 1

Total cases closed during
this reporting period...ccceivierencaccnanss teescecersessens P

Number of cases open at end
Of reporting pPeriod..ciicseececscionesoscasonncencceonns B

Prosecution Referrals:

Number of cases referred
for prosecution this period....ieeeeeresecvescnrososssnsassnnesl

Number of prosecutions
concluded this period.....c.eeeeescssssecsscannnssssasssssoeseeal

Number of prosecutions pending...cccceeecceecsscasscssssessses 1

! Federal prosecution was declined in both cases. State charges

have been filed in one case.

10



REVIEW OF LEGISLATION AND REGULATIONS

tion d_Community Service Trust Act of 19

The Corporation has begun to issue regulations to implement the National and Communiry
Service Trust Act of 1993, signed by the President on September 21, 1993. To date, the interim
final rules on establishing State Commissions and a very large group of program regulations--
including those for AmeriCorps grants and Learn and Serve America grants--have been
published. Additional administrative regulations, including regulations to administer the National
Service Trust, are now being drafted.

The OIG spent a substantial amount of time reviewing and commenting upon these

regulations. However, volume and time pressures prohibited the extensive and thorough
discussions and analysis needed for such complex issues.

QOther Policy Reviews

The OIG continues to provide comments on new and revised orders and directives
affecting ACTION’s programs and operations.

We also spent substantial time reviewing draft applications and training materials for
AmeriCorps grants, Learn and Serve America grants, and State Commission grants. We are
emphasizing to management officials of the Corporation that early review by the Office of
Inspector General of policy directives and other internal procedures adds an essential perspective
to the process.

11



SPECIAL PROJECTS

tion -

The Office of Inspector General continues to concentrate on proactive technical assistance
during the start-up of the Corporation. Numerous new systems are being discussed, and we are
participating on task forces that are designing the National Service Trust fund, financial systems,
and management information systems.

I1G Presentations

The Acting Inspector General and several staff members presented a series of briefings
for headquarters staff about our role and responsibilities in the Corporation. The Acting
Inspector General also gave a presentation at a planning retreat for the National Civilian
Community Corps leadership.

The major purposes of the briefings were to give information about the OIG and to
establish communication links with management officials and staff that will encourage good
future working relationships.

Updated Brochures

We have begun to revise former ACTION OIG brochures to include all Corporation
programs. The first two--An Introduction to the Office of Inspector General and the Fraud,
Waste and Abuse Hotline were published and distributed in March.

Fraud, Waste, and Abuse Hotline

The Corporation OIG Hotline was advertised to employees through the recently-published
brochure. We will distribute the brochure and further advertise the hotline telephone number
to grantees within the next few months.

The purpose of the OIG Fraud Hotline is to receive complaints of fraud, waste, and abuse

from the public. Callers are permitted to remain anonymous, with their confidentiality protected
to the maximum extent permitted by law.

The Corporation OIG Hotline number is 1-800-452-8210.

12



Increasing Customer Satisfaction

In January 1994, we completed our first customer satisfaction survey which solicited
information on the process and impact of a large program audit. Since our mission is to
improve the Corporation programs and operations, we feel that we must also focus on
continually improving our own work products.

We learned many things from this first survey--including how to improve the survey
questions! We also found that State, regional, and headquarters officials perceived the results
of the audit in question as very positive. We plan to learn more about this technique from a
President’s Council on Integrity and Efficiency (PCIE) training session in May and by trying
more surveys on different types of audits.

Interagency Activities

When ACTION legally merged with the Corporation on April 4, 1994, the ACTION
Inspector General ceased to be a member of the Executive Council on Integrity and Efficiency
(ECIE). The Inspector General of the Corporation is a member of the President’s Council on
Integrity and Efficiency (PCIE). The difference in appointing authority defines the membership
of the two councils. ECIE Inspectors General are appointed by the entity head, while PCIE
Inspectors General are appointed by the President and confirmed by the Senate.

Both the PCIE and the ECIE work cooperatively to address those issues of integrity,
economy, and effectiveness that transcend individual Federal agencies. The councils adopted
a Vision Statement and Statement of Reinvention Principles early in January. The Statements
demonstrate how Inspectors General can best carry out their statutory duties in harmony with
the intent and spirit of the National Performance Review. We wholeheartedly support the Vision
Statement:

We are agents of positive change striving for
continuous improvement in our agencies’
management and program operations and in our
own offices.

13



TABLE I -- INSPECTOR GENERAL ISSUED REPORTS WITH QUESTIONED
COSTS FOR THE SIX-MONTH PERIOD ENDING MARCH 31, 1994

Number

For which no management
decision has been made
by the commencement of
the reporting period * 23!

Which were issued
during the reporting
period 39

Subtotals (A + B) 62

For which a management

decision was made

during the reporting

period 45°

(i) dollar value of
disallowed costs

(ii) dollar value of
costs not
disallowed

For which no management

decision has been made

by the end of the

reporting period 174

Reports for which no
management decision
was made within six
months of issuance 0

Includes 16 reports with no questioned
Includes 26 reports with no questioned
Includes 30 reports with no questioned

Includes 10 reports with no questioned

Dollar Value

Questioned

Cost

119.7

73.1

46.6

175.5

costs.

costs.

costs.

costs.

(000)
Unsupported
Cost

139.5

* Adjustments were made to reflect the reissuance of a revised
audit report, a change of date on a management decision, and
a correction in the amount of disallowed costs.

14



TABLE II--INSPECTOR GENERAL ISSUED REPORTS WITH
RECOMMENDATIONS THAT FUNDS BE PUT TO BETTER
USE FOR THE SIX-MONTH PERIOD ENDING MARCH 31, 1994

Number Dollar Value
(in thousands)

For which no management
decision has been made
by the commencement of
the reporting period o 0

Which were issued
during the reporting
period 0 0

Subtotals (A + B)

[o]
o

For which a management
decision was made during
the reporting period 0] o

(i) dollar value of
recommendations
that were agreed to
by management

- based on proposed
management action

- based on proposed
legislative action

(ii) dollar value of
recommendation that
were not agreed to
by management

For which no management

decision has been made by

the end of the reporting

period 0 o

Reports for which no
management decision
was made during six
months of issuance 0 o]

15
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TABLE IV--SUMMARY OF AUDITS WITH OVERDUE MANAGEMENT DECISIONS

None.
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INDEX TO REPORTING REQUIREMENTS OF INSPECTOR GENERAL

IG Act
Reference!

Reporting Requirement

Page

Section 4

Section S5

Section 5

Section S

Section S

Section 5

Section 5

Section 5

Section 5

(a)(2)

(a)(1)

(a)(2)

(a)(3)

(a) (4)

(a) (5)

(a) (6)

(a)(7)

(a)(8)

Review of legislation and
regulations.

Significant problems,
abuses, and deficiencies.

Recommendations with
respect to significant
problems, abuses, and
deficiencies.

Prior significant
recommendations on which
corrective action has not
been completed.

Matters referred to
prosecutive authorities.

Summary of instances
where information was
refused.

List of audit reports by
subject matter showing
dollar value of
questioned costs and
recommendations that
funds be put to better
use.

Summary of each
particularly significant
report.

Statistical table showing
number of reports and
dollar value of
questioned costs.
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None
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If you have any questions,
call or write to:

(202) 606-5000, Ext. 390 (VOICE)
(202) 606-5266 (TDD)

Office of Inspector General
Corporation for National
and Community Service
1100 Vermont Avenue, NW,
Washington, DC 20525

ALTERNATE FORMAL
UPON REQUEST




INDEX TO REPORTING REQUIREMENTS OF INSPECTOR GENERAL

IG Act
Reference’

Reporting Requirement

Page

Section 5 (a)(9)

Section 5 (a)(10)

Section 5 (a)(11)

Section 5 (a)(12)

Statistical table showing

number of reports and
dollar value of
recommendations that
funds be put to better
use.

summary of each audit
issued before this
reporting periocd for
which no management
decision was made by end
of reporting period.

Significant revised
management decisions.

Significant management
decisions with which the
Inspector General
disagrees.

Refers 1o sections in the Inspector General Act of 1978, as amended.
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None



FRAUD, WASTE, AND ABUSE
HOTLINE

1 800 452-8210
Toll-Free, 24 Hours a Day

INFORMATION IS CONFIDENTIAL
CALLER CAN BE ANONYMOUS

Inspector General
Corporation for National

and Community Service
1100 Vermont Avenue, NW.
Washington, DC 20525




