TESTIMONY OF CHARLES J. WILLOUGHBY, INSPECTOR GENERAL
BEFORE THE
COUNCIL OF THE DISTRICT OF COLUMBIA
COMMITTEE ON GOVERNMENT OPERATIONS AND
THE ENVIRONMENT

FISCAL YEAR 2009 PERFORMANCE OVERSIGHT HEARING

MARCH 9, 2010

GOOD MORNING CHAIRPERSON CHEH AND MEMBERS OF THE COMMITTEE.
SEATED WITH ME ARE ALVIN WRIGHT, ASSISTANT INSPECTOR GENERAL (AIG)
FOR THE INSPECTIONS AND EVALUATIONS DIVISION; STACIE PITTELL, AIG FOR
THE INVESTIGATIONS DIVISION; AND SUSAN KENNEDY, DIRECTOR OF THE
MEDICAID FRAUD CONTROL UNIT. THE POSITION OF ASSISTANT INSPECTOR

GENERAL FOR AUDITS IS CURRENTLY VACANT.
I AM PLEASED TO TESTIFY AT THIS PERFORMANCE HEARING, WHICH COVERS
THE OFFICE OF THE INSPECTOR GENERAL'’S (OIG) REPORTING OF

ACCOMPLISHMENTS IN FY 2009 AND THE FIRST QUARTER OF FY 2010.

PERFORMANCE SUMMARY

BY LAW, OUR AUDIT, INSPECTIONS AND EVALUATIONS, AND INVESTIGATIONS
DIVISIONS WERE REQUIRED TO UNDERGO A PEER REVIEW CONDUCTED BY AN
INDEPENDENT ENTITY. IN MARCH 2009, REPRESENTATIVES FROM THE

ASSOCIATION OF LOCAL GOVERNMENT AUDITORS (ALGA) COMPLETED A PEER




REVIEW OF THE OIG’S AUDIT DIVISION. THE AUDIT DIVISION RECEIVED AN
UNQUALIFIED OPINION FROM THE PEER REVIEW TEAM. DURING AUGUST 2009,
THE INSPECTIONS AND EVALUATIONS AND INVESTIGATIONS DIVISIONS
UNDERWENT A PEER REVIEW BY THE ASSOCATION OF INSPECTORS GENERAL,
WHICH CONCLUDED THAT BOTH DIVISIONS MET ALL RELEVANT STANDARDS
ON INTEGRITY AND EFFICENCY ESTABLISHED BY THE COUNCIL OF INSPECTORS
GENERAL. THE MFCU IS AUDITED, REVIEWED, AND RECERTIFIED ANNUALLY
BY THE U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES. ON MARCH 1,
2010, WE RECEIVED NOTIFICATION THAT THE OIG MFCU HAD BEEN

RECERTIFIED FOR THE PERIOD OF MARCH 1, 2010, THROUGH FEBRUARY 28, 2011.

EACH OF THE FOUR OIG DIVISIONS — AUDIT, INVESTIGATIONS, INSPECTIONS
AND EVALUATIONS, AND THE MEDICAID FRAUD CONTROL UNIT (MFCU) — HAS
A SEPARATE SET OF PERFORMANCE MEASURES THAT RELATE TO THE WAYS IN
WHICH OUR WORK ADDRESSES OIG STATUTORY RESPONSIBILITIES AND

SUPPORTS CITYWIDE STRATEGIC PRIORITIES.

I WILL NOW PROVIDE AN OVERVIEW OF THE ACTIVITIES AND RESULTS OF

EACH OF OUR FOUR DIVISIONS.




AUDIT DIVISION

AUDITS PERFORMED BY THE OIG INCLUDE BOTH PERFORMANCE AND
FINANCIAL AUDITS TO IMPROVE ACCOUNTABILITY AND TO FACILITATE
EFFECTIVE DECISION MAKING. IN ADDITION, THE AUDIT DIVISION OVERSEES
THE CITYWIDE FINANCIAL AUDIT REFERRED TO AS THE COMPREHENSIVE

ANNUAL FINANCIAL REPORT (CAFR).

THE OIG HAS AND CONTINUES TO ASSIST DISTRICT MANAGEMENT IN
ADDRESSING VARIOUS RISKS FACING THE CITY. IN LOOKING FOR WAYS TO
MITIGATE THESE RISKS, WE FASHION AUDITS TO ASSESS THE RESULTS OF
BUDGETED PROGRAMS, INCLUDING THE ECONOMY, EFFICIENCY, AND
EFFECTIVENESS OF MANAGEMENT ACTIONS TAKEN TO ADDRESS THOSE
RESULTS. IN FY 2009, THE AUDIT DIVISION CONTINUED ITS INCREASED FOCUS
ON ISSUES SURROUNDING D.C. PUBLIC SCHOOLS (DCPS), MEDICAID,
VULNERABLE POPULATIONS, PROCUREMENT AND CONTRACTING, AND

WORKFORCE ADMINISTRATION.

AUDIT STATISTICS

IN ORDER TO MEASURE OUR AUDIT PERFORMANCE AGAINST OUR GOALS, WE
REPORT ON POTENTIAL MONETARY BENEFITS IDENTIFIED AND THE NUMBER
OF REPORTS ISSUED. WE ALSO CONTINUE TO WORK TOWARD PROCESS

IMPROVEMENTS IN MEASURING OUR PRODUCTIVITY AND PERFORMANCE. IN

THIS REGARD, BECAUSE OF THE IMPORTANCE WE PLACE ON AUDIT FOLLOW-




UP, WE ALSO TRACK INTERNALLY THE STATUS OF RECOMMENDATIONS MADE
AND DISTRICT AGENCY COVERAGE. WE TRACK AUDIT RECOMMENDATIONS SO
THAT WE CAN ASSESS THE PROGRESS OF CORRECTIVE ACTIONS.
ADDITIONALLY, THE COMPTROLLER GENERAL’S GOVERNMENT AUDITING
STANDARDS EMPHASIZE THE IMPORTANCE OF FOLLOW-UP ON SIGNIFICANT
FINDINGS AND RECOMMENDATIONS FROM PRIOR AUDITS TO DETERMINE IF

CORRECTIVE ACTIONS HAVE BEEN IMPLEMENTED.

THE AUDIT DIVISION SIGNIFICANTLY EXCEEDED EXPECTATIONS ON ITS
PERFORMANCE MEASURES. FOR FY 2009 WE CONDUCTED AUDITS IN 18
PERCENT OF THE DISTRICT’S AGENCIES/OFFICES (OUR TARGET WAS 15
PERCENT). WE EXCEEDED A TARGET OF ISSUING 24 FINAL AUDIT REPORTS BY
ISSUING 34. OUR POTENTIAL MONETARY BENEFITS WERE $50.3MILLION,
COMPARED TO A TARGET OF $25 MILLION. COMPARING THESE BENEFITS TO
AUDIT DIVISION COSTS OF APPROXIMATELY $3.9 MILLION SHOWS A RETURN
ON INVESTMENT FOR AUDITS PERFORMED BY OIG AUDIT STAFF OF ALMOST §$13

FOR EACH DOLLAR INVESTED.

TO IDENTIFY SPECIFIC POTENTIAL BENEFITS, THE OIG INCLUDES A SCHEDULE
IN EACH AUDIT REPORT THAT LISTS EACH BENEFIT BY TYPE AND
RECOMMENDATION, AND DESCRIBES EACH BENEFIT AS ECONOMY AND
EFFICIENCY, INTERNAL CONTROL AND COMPLIANCE, OR PROGRAM RESULTS.
FOR FY 2009, THE AUDIT DIVISION MADE A TOTAL OF 339 RECOMMENDATIONS

TO DISTRICT MANAGEMENT.




AUDIT HIGHLIGHTS BY THEME ARE AS FOLLOWS:

REVENUE ENHANCEMENT

AUDIT OF THE MANAGEMENT OF COMMERCIAL PROPERTY INCOME AND
EXPENSE REPORTS BY THE OFFICE OF TAX AND REVENUE’S REAL
PROPERTY TAX ADMINISTRATION (RPTA), OIG NO. 08-2-01AT, MAY 15, 2009
THE RPTA DID NOT ESTABLISH BASIC INTERNAL CONTROLS THAT WOULD
HAVE IDENTIFIED COMMERCIAL PROPERTY OWNERS WHO DID NOT FILE
INCOME AND EXPENSE (I & E) REPORTS, FILED LATE REPORTS, OR FILED [ & E
REPORTS WITH INACCURATE OR INCOMPLETE DATA. FURTHER, VARIOUS RPTA
OFFICIALS CHARGED WITH THE RESPONSIBILITY OF ENFORCING REAL
PROPERTY TAX I & E REPORTING PROVISIONS FAILED TO DO SO FOR A PERIOD
OF AT LEAST 10 YEARS. LACK OF ENFORCEMENT DURING 2006 RESULTED IN AN
ESTIMATED $11.8 MILLION IN UNCOLLECTED PENALTIES FOR NONCOMPLIANCE
WITH LEGAL REPORTING REQUIREMENTS. THESE PENALTIES SHOULD HAVE
BEEN ASSESSED AND BILLED TO NONCOMPLIANT COMMERCIAL PROPERTY
OWNERS BETWEEN MARCH AND SEPTEMBER 2008. IF SIMILAR SITUATIONS
EXISTED FOR 2007 REPORT SUBMISSIONS AND, TO A LESSER EXTENT, DURING
THE SUBMISSION OF 2008 REPORTS, A CONSERVATIVE ESTIMATE OF LOST
PENALTY REVENUES FOR THOSE TWO PERIODS COULD BE APPROXIMATELY
$13.2 MILLION. TOTAL LOST PENALTY REVENUES FOR ALL THREE PERIODS

MAY HAVE EXCEEDED $25 MILLION.




AUDIT OF THE MOTOR FUEL SALES AND TAX PROCESS, OIG NO. 09-2-02KA,
JULY 23,2009

WE DETERMINED THAT IMPORTER MOTOR FUEL TAX LIABILITIES OF ABOUT
$733,000 HAVE GONE UNCOLLECTED FOR MORE THAN 6 YEARS. UNREMITTED
IMPORTER MOTOR FUEL TAXES WERE THE RESULT OF: 1) A LACK OF INTERNAL
CONTROLS IN THE OFFICE OF TAX AND REVENUE’S (OTR’S) MANUAL
PROCESSES FOR MOTOR FUEL TAX REVENUES; 2) INSUFFICIENT OVERSIGHT BY
OTR’S AUDIT DIVISION; AND 3) THE EXCLUSION OF A MODULE IN THE OTR TAX
INTEGRATED SYSTEM THAT WOULD ASSIGN DELINQUENT MOTOR FUEL TAX
ACCOUNTS TO TAX REVENUE OFFICERS TO TAKE THE NECESSARY
ENFORCEMENT ACTIONS. WE ALSO FOUND THAT THE DISTRICT ASSUMED AN
INCREASED RISK OF LOSS DUE TO THE MISCALCULATION OF BOND LIABILITY
OWED BY MOTOR FUEL TAXPAYERS, WHICH WOULD PROVIDE MONIES TO
COVER POTENTIAL LOSSES FROM DELINQUENT TAXES OR DAMAGES CAUSED
BY A FUEL SPILL OR OTHER ACCIDENTS. IN ADDITION, WE ALSO FOUND THAT
THE DISTRICT DID NOT IMPLEMENT PREVIOUSLY AGREED-TO
RECOMMENDATIONS AND, THEREFORE, LOST INTERSTATE BUS TAX REVENUES
TOTALING AT LEAST $2.3 MILLION OVER THE LAST 10 YEARS ($229,000
ANNUALLY) BY NOT PARTICIPATING IN THE INTERNATIONAL FUEL TAX

AGREEMENT MANAGED BY THE INTERNATIONAL FUEL TAX ASSOCIATION.




SPENDING AND EFFICIENT USE OF RESOURCES

AUDIT OF PURCHASE CARD TRANSACTIONS AT THE OFFICE OF UNIFIED
COMMUNICATIONS, OIG NO. 08-1-10AA, FEBRUARY 12, 2009

WE FOUND THAT THE OFFICE OF UNIFIED COMMUNICATIONS (OUC) AND THE
OFFICE OF CONTRACTING AND PROCUREMENT (OCP) NEED TO IMPROVE
CONTROLS OVER MANAGEMENT OF THE D.C. PURCHASE CARD PROGRAM. THE
PROGRAM WAS NOT ADEQUATELY MANAGED BECAUSE OUC EITHER
CIRCUMVENTED EXISTING INTERNAL CONTROLS OR FAILED TO ESTABLISH
INTERNAL CONTROL PROCEDURES TO PROPERLY JUSTIFY CARD PURCHASES
AND ADEQUATELY DOCUMENT THE RECEIPT OF PURCHASES BY AUTHORIZED
PERSONNEL. OUC ALSO DID NOT OBTAIN COMPETITION AS REQUIRED BY TITLE
27 OF THE D.C. MUNICIPAL REGULATIONS (DCMR). FURTHER, OCP DID NOT
PERFORM SUFFICIENT OVERSIGHT FOR PURCHASE CARD TRANSACTIONS AS
REQUIRED BY OCP PROCUREMENT POLICY AND PROCEDURE DIRECTIVE 9000.01
(OCP DIRECTIVE 9000.01). AS A RESULT, OUC SPENT $154,000 ON UNJUSTIFIED OR
QUESTIONABLE EXPENDITURES. IN ADDITION, OUC SPENT $144,000 IN CARD
PURCHASES WITH NO ASSURANCE THAT PRICES WERE FAIR AND REASONABLE.
WE ALSO CONCLUDED THAT OUC USED ITS $100,000 EMERGENCY PURCHASE
CARD AUTHORITY ON NON-EMERGENCY EXPENDITURES, SUCH AS MATERIALS
AND SUPPLIES FOR THE CHILDCARE DEVELOPMENT CENTER, EMPLOYEE

UNIFORMS, AND CHAIR CLEANING AND MAINTENANCE.




DELIVERY OF CITIZEN SERVICES

AUDIT OF DISTRICT AGENCIES’ IMPLEMENTATION OF AUDIT
RECOMMENDATIONS, OIG NO. 08-1-03MA, MARCH 12, 2009

THE RESULTS OF OUR PAST THREE TRIENNIAL FOLLOW-UP AUDITS SHOW A
STEADY RATE AT WHICH DISTRICT AGENCIES IMPLEMENTED AGREED-TO
AUDIT RECOMMENDATIONS — 80 PERCENT IN FY 2002, 77 PERCENT IN FY 2005,
AND 88 PERCENT IN 2008. WHILE THE IMPLEMENTATION RATE HAS INCREASED,
WORK REMAINS. WE IDENTIFIED PROBLEMS THAT CONTINUE WITH THE
DISTRICT OF COLUMBIA OFFICE OF RISK MANAGEMENT (DCORM) FOLLOW-UP
SYSTEM, AND THE STEPS AGENCIES SHOULD TAKE TO CLOSE ALL

OUTSTANDING RECOMMENDATIONS.

IN REGARD TO DISTRICT AGENCY FOLLOW-UP ACTIONS, WE CONDUCTED
AUDIT TESTING AT 23 OF 24 DISTRICT AGENCIES. DISTRICT AGENCY OFFICIALS
REPORTED THAT: (1) ACTION HAD BEEN COMPLETED TO ADDRESS 321 OF THE
363 (88 PERCENT) RECOMMENDATIONS REVIEWED; (2) 38 (11 PERCENT)
RECOMMENDATIONS REMAINED OPEN; AND (3) 4 RECOMMENDATIONS HAD
BEEN OVERTAKEN BY EVENTS SUCH THAT ACTION WAS NO LONGER
NECESSARY TO CORRECT RELATED DEFICIENCIES. WE NOTED THAT 37 OF THE
38 OPEN RECOMMENDATIONS (97 PERCENT) WERE MADE IN FYS 2005 AND 2006.
THE IMPLICATIONS OF THIS FINDING ARE THAT OIG RECOMMENDATIONS WERE
NOT TIMELY RESOLVED WITHIN 6 MONTHS AS PROVIDED FOR BY THE OFFICE

OF MANAGEMENT AND BUDGET (OMB) CIRCULAR A-50. TO STRENGTHEN




FOLLOW-UP EFFORTS, THE OIG ESTABLISHED A NEW FOLLOW-UP SYSTEM AT
THE START OF FY 2007 TO REMIND AGENCY MANAGEMENT ABOUT THE
IMPORTANCE OF TIMELY RESOLVING RECOMMENDATIONS CONTAINED IN

AUDIT REPORTS.

WE SELECTED 109 OF THE 321 REPORTED AS CLOSED RECOMMENDATIONS FOR
VERIFICATION. WE WERE ONLY ABLE TO VERIFY THAT 65 OF THE 109 TESTED
(60 PERCENT) WERE ACTUALLY CLOSED BASED ON DOCUMENTATION

MAINTAINED BY AGENCY OFFICIALS.

AUDIT OF THE FIRE AND EMERGENCY MEDICAL SERVICES’ DEPARTMENT
ADMINISTRATION OF AMBULANCE BILLING CONTRACTS, OIG-07-2-31FB,
MARCH 23, 2009
WE DETERMINED THAT FEMS DID NOT HAVE PERSONNEL WITH SUFFICIENT
BUSINESS ACUMEN, TRAINING, AND EXPERIENCE TO ADEQUATELY OVERSEE
CRITICAL BUSINESS-RELATED ACTIVITIES IN SUPPORT OF ITS MISSION TO
PROVIDE EMERGENCY MEDICAL CARE AND TRANSPORTATION. ACCORDINGLY,
CORRECTIVE MEASURES WERE WARRANTED IN SEVERAL AREAS TO IMPROVE
FEMS OPERATIONS. NOTED DEFICIENCIES INCLUDED:
e A LACK OF AN EFFECTIVE ADMINISTRATIVE SUPPORT SERVICES
FUNCTION TO MANAGE AND MONITOR ROUTINE BUSINESS OPERATIONS
SUCH AS EMERGENCY TRANSPORT BILLINGS, ACCOUNTS RECEIVABLE,

AND BAD DEBT ACCOUNTS.





























































