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UNITED STATES CAPITOL POLICE
WASHINGTON, DC 20003

INSPECTOR GENERAL

PREFACE

The Office of Inspector General (OIG) prepared this report pursuant to the
Inspector General Act of 1978, as amended. It is one of a series of audit,
reviews, and investigative and special reports prepared furtherance of our
responsibility to identify and prevent fraud, waste, abuse, and
mismanagement within the programs and operations of the United States
Capitol Police.

This report is the result of an assessment of the strengths and weaknesses of
the office or function under review. It is based on interviews with employees
and officials of relevant agencies and institutions, direct observation, and a
review of applicable documents.

The recommendations herein have been developed on the basis of the best
knowledge available to the OIG, and have been discussed in draft with those
responsible for implementation. It is my hope that these recommendations
will result in more effective, efficient, and/or economical operations.

I express my appreciation to all of those who contributed to the preparation of
this report.

Ty

Carl W. Hoecker
Inspector General
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Executive Summary

The United States Capitol Police (USCP or Department) did not formulate its Fiscal Year (FY)
2010 budget submission accurately. During the Department’s work with the House and Senate
Appropriations Subcommittees, the Department was provided an opportunity to resubmit its FY
2010 budget request for further consideration. This resubmission was to be utilized by the
Subcommittees to determine the enacted appropriation provided to the Department for FY 2010.
After the first quarter budget execution review, the Department determined that the FY 2010
resubmission upon which appropriation was made also was calculated incorrectly. The
Department then carried forward already noted miscalculations into its FY 2011 budget
submission, which resulted in the Department submitting an erroneously amended FY 2011
budget request to Congress.

Therefore, on March 10, 2010, the Chief of Police (Chief) requested that the Office of Inspector
General (OIG) conduct an audit to (1) assess whether the Department has established adequate
controls over the budget formulation process to ensure accurate data is collected and developed,
(2) if so, determine if staff complied with those controls during the formulation process of the
FY 2010 and 2011 budgets; (3) if not, note exceptions and root causes; and (4) determine the
reasonableness of the FY 2010 and 2011 revised budgets for personnel compensation and
benefits. Our scope included the original and revised/amended FY 2010 and 2011 budget
submissions and processes/controls utilized to formulate those submissions.

OIG found that the Department does not have adequate controls over the budget formulation
process to ensure that accurate data is collected and developed. Specifically, the Department has
insufficient policies and procedures to accurately document and define the budget formulation
processes. The budget execution and monitoring SOPs also are incomplete and outdated.
Additionally, the Department has not clearly delineated the roles of the Office of Financial
Management (OFM), Office of Human Resources (OHR), and Operations in the formulation of
the personnel compensation and benefits. Furthermore, the Department has not established a
formal budget formulation process that links personnel compensation and benefits (more than 80
percent of its budget) to the Department’s strategic and human capital plans.

During the formulation of the FY 2010 and 2011 budgets, the Department did not follow its
proven past budget practices or comply with prior controls over the budget process. Specifically,
during the formulation of the FY 2010 budget, the Department did not fully utilize its Force
Development Process designed to analyze environmental risks and prioritize new general
expense initiatives and resulting workforce requirements while linking all to its strategic goals.
Moreover, the Department did not apply the FY 2009 format or consistently follow the past best
practices for developing the personnel compensation and benefits. For instance, during the
formulation of the FY 2010 budget, USCP utilized Full Time Equivalents (FTEs) in their budget
submission as required by report language rather than positions as utilized in FY 2009, resulting
in confusion among Department and Appropriations subcommittees staff.
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Furthermore, an environment existed whereby noncompliance with the funds contro! process was
permitted, or worse, the process was intentionally circumvented. This absence of consistent
compliance with controls and monitoring processes results in the Department being at risk of
requesting insufficient funding or overspending its appropriations.

Contrary to the Chief’s vision, the Department’s administrative management has failed to
establish a strong “tone at the top” by allowing inadequate financiat controls to persist, which
have existed for years and by neglecting to hold individuals accountable for implementation of
the recommendations pertaining to these weaknesses. The Department also continues to face
major challenges in recruiting and retaining qualified civilian staff and, thus, has not made
significant progress towards improving its financial management operations, to include the
budget process, as well as other administrative operations. Combined with the inadequate
controls, not following proven past practices, the untimely implementation of recommendations,
which both the Chief and Board made a priority, and the ineffective management of the
administrative workforce, this lack of leadership and management has critically affected
administrative operations, impaired the ability to fully support core mission operations, and has
caused a severe decline in employee morale.

Consequently, OIG found that miscalculations, omissions, and other factors contributed to the
insufficient budget submissions for F'Y 2010 and 2011, resulting in a significant deficit for the
Department. For FY 2010, OIG projects the salary and benefits budget shortfall to range
between $3.8 million and $5.1 million depending on the actual attrition for the remainder of FY
2010 and the impact of the Department cost-cutting measures implemented by the Chief in
response to this budget crisis. In the Department’s projected worst case scenario (only
mandatory attrition), our projection for the budget shortfall is about $1.7 million less than the
Department’s revised projection of $6.8 million. This is primarily due to more attrition than
expected and the Department cost-cutting measures, such as restricting new hires. OIG believes
the Department’s FY 2010 revised projection of $6.8 million and resulting utilization of
appropriation is reasonable.

For FY 2011, OIG projects the salary and benefits budget shortfall to range between $9.3 million
and $14.8 million depending on the actual attrition and the Department’s cost-cutting measures.
OIG’s projection for FY 2011 is about $5.4 million more than the Department’s amended budget
submission of $9.4 million. This difference is primarily because the Department miscalculated
its number of FTEs.

Although, OIG’s scope did not include the validation of general expenses, a review of documents
and interviews indicated a potential funding shortfall in the radio modernization project budget
estimate included in the FY 2011 budget submission. The $16 million' indoor coverage estimate
was based on a 32 percent vendor discount from vendor list price for economies of scale and did
not include the NAVAIR labor costs associated with the Distributed Antenna System (DAS)
installation, the Architect of the Capitol’s (AoC) building infrastructure site costs to support the

' The Department requested the $16 million for indoor coverage as a component of the total radio modemization project of $97.6 million.
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DAS installation, and the Department’s insider fiber costs. Prior to requesting additional
funding, the Department plans to conduct an internal project requirement and scope review.

Furthermore, other matters came to our attention during fieldwork, which we believe resulted
from behavior which was considered deficient or improper when compared with behavior that a
prudent person would consider reasonable and necessary business practice given the facts and
circumstances. Through interviews, review of emails and source documents, and analysis of
testimony, we found indicators that individuals should have known there were serious problems
with the FY 2010 and 2011 budgets earlier than February 2010. In March 2009, Appropriations
staff pointed out that the Department salaries budget did not “appear™ accurate. In fact, one
staffer stated the “Salaries and benefits were 81.1 percent of the budget in FY 2009 and 65.5
percent in FY 2010.” In May 2009, OFM and the CAO knew that they had omitted specific
benefits and requested a 34 percent benefit rate to cover these omissions. This is confirmed by
an email and by the Department receiving a higher benefit rate to cover these omissions.
Furthermore, OIG identified potential conflicting statements, procurement, time and attendance,
pay, and ethical issues. As required by Government Auditing Standards, Audits referred these
issues to OIG Investigations.

One of the most immediate problems facing the USCP is their need to address a considerable
lack of confidence in their ability to validate and justify its FY 2011 budget request and to build
and formulate an FY 2012 budget request. Thus, our report recommendations, shown in
Appendix A, provide a genuine opportunity to strengthen controls over processes involved in
budget formulation and enable the Department to move toward the level of accountability and
transparency expected.

We conducted an exit conference with the Department on May 24, 2010. In addition, we
conducted a June 3, 2010, follow-up meeting with the Department to clarify its comments on the
draft report. The Department generally agreed to take action to implement the recommendations
and further stated that it believes that at least two of the recommendations are already being
accomplished. However, the Department did not agree with all our findings and conclusions.
Therefore, OIG has incorporated the Department’s comments in the body of the report as
applicable and in their entirety (except for the attachments to the comments, which contained
sensitive and/or privacy information) in Appendix B and C. In accordance with Government
Auditing Standards, O1G also evaluated the validity of the Department comments and explained
our reasons for ¢ither agreement or disagreement in Appendix D.

Background

The Department incorrectly formulated both its FY 2010 original and revised budget
submissions (revised projected shortfall of $6,839,198). Further, the Department carried forward
these miscalculations into its FY 2011 budget submission, which resulted in the Department
submitting an amended FY 2011 budget request in March 2010, and projecting a shortfall of
$9,451,463.

3
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According to 2 USC §1903, the Chief Administrative Officer (CAQ) shall:

» Prepare and submit to the Capitol Police Board an annual budget for the Capitol Police; and
» Execute the budget and monitor through periodic examinations the execution of the Capitol
Police budget in relation fo actual obligations and expenditures.

Additionally, 2 USC §1903 states that the CAO shall develop and maintain an integrated
accounting and financial system for the Capitol Police, including financial reporting and internal
controls, which provides for complete, reliable, consistent, and timely information which is
prepared on a uniform basis and which is responsive to financial information needs of the
Capitol Police. Furthermore, according to the FY 2010 budget submission dated March 2009,
the CAO supervisés the delivery of administrative services such as financial management,
including budget development, planning and execution, accounting, procurement of supplies and
services, personnel services and benefits, payroll, employee relations, work force planning, labor
relations, staffing, training; employment law, fleet management and maintenance, asset
management, internal controls, strategic planning, and information technology services.

The Budget Division within the Office of Financial Management (OFM) provides budget
planning, execution, and funds control, maintains external liaison with Congressional entities and
the Office of Management and Budget (OMB), and ensures compliance with appropriations law.

The Office of Human Resources (OHR) develops, implements, and administers human resource
programs and services, including workforce planning, recruiting and hiring, personnel security,
position classification, pay, staffing, employee relations, labor relations, payroll, and human
resources systems and reporting.

The management and control of overtime is an effort that involves all bureaus/offices and
divisions which fall under the Chief of Operations and the CAO. An individual within
Operations provides the overtime calculations (based on overtime hours required and an
overtime rate provided by OFM) to the Budget Division for rollup into the budget.

All bureaus and offices are involved in providing general expense (GE) data to the Budget
Division for rollup during the annual budget call. Once the Budget Division has completed its
analysis of the GE requests, a briefing book is prepared highlighting decision points to the
Investment Review Board (IRB). Each of the Bureaus is represented on the IRB. Once the IRB
and the Executive Team® (ET) review and concur with the budget request, the Budget Division
prepares the budget for the CAO to submit to the Board. Following presentation to and
concurrence of the budget by the Board, it is submitted to the Congress for consideration.

2 The Chief, Assistant Chief, and the CAQ comprise the Executive Team.

$
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Objectives, Scope, and Methodology

March 10, 2010, the Chief requested that the OIG conduct an audit to (1) assess whether the
Department has established adequate controls over the budget formulation process to ensure
accurate data is collected and developed; (2) if so, determine if staff complied with those
controls during the formulation process of the FY 2010 and 2011 budgets; (3) if not, note
exceptions and root causes; and (4) determine the reasonableness of the FY 2010 and 2011
revised budgets for personnel compensation and benefits. Our scope included the original and
revised/amended FY 2010 and 2011 budget submissions and practices/processes utilized fo
formulate those submissions. OIG utilized the Department’s FY 2009 budget submission format
and formulation processes as a baseline because the Department and Appropriators thought the
FY 2009 format was better than FY 2010.

The Department receives two annual appropriations: Salaries and General Expenses for
personnel and non-personnel expenses respectively. Funding levels for FY 2009 actual, 2010
enacted, and 2011 requests are shown i Table 1.

Table 1- Funding Levels

$000’s
FY 2009 FY 2010 FY 2011
Actual Enacted Request
Personnel (Salaries, Benefits) $246,179 $265,188 $280,330
Non-Personnel (General Expenses) 56.409 63.130 63.507
New Initiatives (Annual & Multi-Year) 16.231
Radio Project (NAVAIR) ongoing 15.956
Total General Expenses 856,409 $63,130 s

Source: USCP FY 2011 Budget Submussion dated January 19, 2010. Current anthonized FY 2010 position strength 1s Swomn 1800
and Civilian: 443 ac a result of implementing a Committee approved realignment of one posttion from Crvilian to Swom.

To ensure that we did not duplicate any on-going work and place an undue burden on the
Department, OIG coordinated with the Government Accountability Office (GAO). In the
Conference Report (H.R. 2918), both the House and Senate repozts requested the GAO work
with the Department on improving workforce management systemns, including overtime.
Additionally, the Committees requested that GAO expand its work with the Department to
include a review and validation of the accuracy of its FY 2011 budget request. “GAQ reviewed
the Department’s inittal budget submission and associated documents. It also interviewed relevant
officials to gain an understanding of the assumptions and data underlying their FY 2011 budget
request for the Salaries account. Where data were available, GAQ looked at budget trends for
comparison and overall direction of resource needs. GAQ’s review detected indications of
problems with under budgeting for FY 2011 salaries and over budgeting for benefits.”

As the Department Bureaus/Offices did not identify any deficiencies with the formulation of the
general expense budget submissions for FY 2010 and 2011, OIG limited its validation of the
accuracy of the Departiment’s FY 2010 and 2011 to the personnel compensation (salaries) and

5
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benefits submissions. OIG also did not review overtime controls or validate the accuracy of the
FY 2010 or FY 2011 overtime budget numbers or determine any impact of overtime on the FY
2010 or 2011 budget shortfall because overtime was a fixed amount “overtime cap” in the budget
submissions.

Additionally, although the tone from the Chief for this audit was one of full cooperation, the
auditors faced unexpected difficulties during their fieldwork, effectively limiting the scope of the
audit. Instances occurred in which Department staff delayed responding to, and, in some cases,
indicated that they did not know or could not locate documents necessary for supporting the
numbers behind budget totals. Calculations were not located in central files, as we would have
expected, and electronic files did not always have sufficient notations on how data was
formulated, or when, or by whom that data was developed. In addition, two employees directly
involved in the FY 2010 and 2011 budget formulation were placed on administrative leave by
the CAO shortly before the audit. The remaining key administrative staff divested responsibility
for any involvement in the budget formulation process. While most staff were responsive and
cooperative with OIG’s requests, several staff members were not. As required by Government
Auditing Standards, Audits referred these issues to OIG Investigations. However, we do not
believe the scope limitations presented by the Department undermined the validity of any of the
audit findings, conclusions, or recommendations. However, conditions noted in this report may
be more serious than reported, and there may be additional findings that GIG was unable to
discover, develop, and report.

In planning the audit, we drew upon other Legislative Branch financial and budget offices, other
Federal Law Enforcement Agencies’ budget offices, and Office of Management and Budget
(OMB) Circular A-11, Preparation, Submission, and Execution of the Budget, OMB Circular A-
123, Management’s Responsibility for Internal Control, and GAO/AIMD-0021.3.1, Standards
Jfor Internal Control in the Federal Government. As a legislative branch agency, the
Department is not statutorily required to comply with OMB requirements; however, USCP has
agreed to follow the general guidelines as a best business practice.

We also reviewed the following OFM Standard Operating Procedures (SOPs):

June 26, 2007
August 22, 2006

L}
[ ]
. June 26, 2007
. June 29, 2007

. August 24, 2006

o Attachment A, FY 2008 Budget Formulation Guidance For Non-Personnel Costs

To gain an understanding of the Department’s budget formulation processes, controls, and
policies and procedures, we interviewed 17 current and former USCP personnel and conducted
10 follow-up interviews with USCP personnel directly involved with the formulation of the FY
2010 and 2011 budgets. We also interviewed two contractors that were involved in the FY 2010
budget formulation process. Additionally, we interviewed a detailee from the Library of
Congress (1LOC), who assisted in the development of the FY 2009 budget submission,
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specifically the salaries and benefits. We further reviewed pertinent business plans, testimony,
Questions for Record (QFRs), budget data call guidance, the Board’s and the Chief’s priorities,
and the Executive Management Team® (EMT) Charter.

To determine what occurred because of unavailable data, we obtained pertinent FY 2008-2010
emails and Excel spreadsheets to build a chronology of events. Using FY 2009 budget (actual)
as the baseline, we analyzed the final and revised budget submissions for FY 2010 salary
projections (Revised Senate mark (@ 2.0 percent as of September 21, 2009, which enacted the
$265,188,000 salary budget in Public Law 111-68 to an electronic copy of FY 2010 payroll
projections with YTD Actual, which was the revised budget for salary submitted to the
Committee on March 2, 2010).  Additionally, we compared the FY 2010 original projected
shortfall of $5.5 million to the Department’s revised FY 2010 shortfall of $6.8 million to
determine differences in budget categories such as Budget Object Class (BOC), assumptions, and
calculations to determine if the projected budget shortfall was reasonable.

For FY 2011, we reviewed the submission of salary and benefits and recalculated the budget
amounts based on information noted on an electronic copy of USCPLIB #444055-v7, FY 2011
Salary Projection (COLA @1.6 percent as of 12/3/09), which was submitted to the Committees
on January 19, 2010. We recalculated and validated the FY 2011 budget submission to
determine if there is a budget shortfall for FY 2011 salary. Additionally, we compared the
electronic copy of FY 2011 Payroll Projections with YTD Actual-Final, which was the amended
budget request for FY 2011 salary and submitted to the Committees on March 2, 2010 to
determine if the projected budget amendment meant to address the shortfall in the Department’s
original FY 2011 budget submission was reasonable.

Additionally, to determine guidance provided by the panel, the differences in amounts and
assumptions from the original budget submissions to the revised/amended submission, we
interviewed the financial panel (Architect of Capitol, Chief Financial Officer and Director of
Office of Security Programs; House Sergeant at Arms, Senior Advisor for Security and prior
USCP Deputy Chief; and Senate Sergeant at Arms, Chief Financial Officer) appointed by the
Board to review the Department’s revised FY 2010 (total salary and benefits budget of
$269,099,921 dated February 26, 2010) and FY 2011 (total salary and benefits budget of
$275,283,802, undated) budget submissions. These projections showed a shortfali of $5,538,522
for FY 2010 and $6,423,385 for FY 2011.

To ascertain the overarching causes of the budget formulation deficiencies, we interviewed staff,
reviewed personnel files for experience and performance evaluations, reviewed prior GAO,
Grant Thornton (OFM consultant on internal controls) and OIG reports and recommendations
and determined the status of applicable open recommendations, reviewed organization charts,
staffing patterns, and current OFM staff vacancies.

i Representatives from all Bureaus/Offices comprise the Executive Management Team.
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Furthermore, we benchmarked the USCP budget formulation process against similar operations.
We interviewed other Federal agencies’ budget officials (Congressional Budget Office, GAO,
Government Printing Office, LOC, Pentagon Force Protection Agency, Department of Homeland
Security, and Department of Interior Park Police) to determine best practices, and benchmarking
of staff requirements.

We conducted fieldwork in Washington, D.C. from March through May 2010. We conducted
this performance audit in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives, except for the effects, if any, of the scope
limitations, as explained above.

We conducted an exit conference with the Department on May 24, 2010. In addition, we
conducted a June 3, 2010, follow-up meeting with the Department to clarify its comments on the
draft report. While, the Department agreed to take action or has already taken some action(s) to
implement all of the report recommendations, the Department did not agree with all our findings
and conclusions. Therefore, OIG incorporated the Department’s comments in the body of the
report as applicable and in their entirety in Appendix B and C. In accordance with Government
Auditing Standards, OIG conducted an evaluation of the Department’s comments and explained
our reasons for either agreement or disagreement in Appendix D.

Results

Currently, the Department does not have adequate controls over the budget formulation process
to ensure that accurate data is collected and developed, which resulted in a budget shortfall for
FY 2010 and projected shortfall for FY 2011. During the formulation of the FY 2010 and 2011
budgets, the Department did not follow past proven budget practices or comply with prior
controls over the budget process. Contrary to the Chief’s vision, the Department’s
administrative management has failed to establish a strong “tone at the top” by allowing
inadequate controls over financial weaknesses to persist for years and by neglecting to hold
individuals accountable for implementation of those recommendations. The Department also
continues to face major challenges in recruiting and retaining qualified civilian staff and, thus,
has not made significant progress towards improving its financial management operations, to
include the budget process.

OIG found that miscalculations, omissions, and other factors such as COLA and attrition
contributed to the insufficient budget submissions for FY 2010 and 2011, resulting in a
significant deficit for the Department. Our review of documents and interviews indicated a
potential funding shortfall in the radio modernization project budget estimate. One of the most
immediate problems facing the USCP is their need to address a considerable lack of confidence
in their ability to validate and justify its FY 2011 budget request and to build and formulate an
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FY 2012 budget request and improve overall financial management. Thus, our report
recommendations provide a genuine opportunity to reduce the Department’s vulnerability of
preparing incorrect budgets and not requesting sufficient funds to cover personnel compensation
and benefits, and for a new course toward accountability and transparency that the Chief, the
Board, and the Congress expect and deserve.

Furthermore, other matters came to our attention during our fieldwork that involved behavior
which was considered as deficient or improper conduct. As required by Government Auditing
Standards, OIG Audits referred these issues to Investigations.

Inadequate Controls

The Department does not have adequate controls over the budget formulation process to ensure
that accurate data is collected and developed. Specifically, the Department has insufficient
policies and procedures to accurately document and define the budget formulation processes.
The current execution and monitoring SOPs also are incomplete and outdated. Additionally, the
Department has not clearly delineated the roles of OFM, OHR, Operations, and the EMT in the
formulation of the personnel compensation and benefits. Furthermore, OIG noted that the
Department has not established a formal budget formulation process that links personnel
compensation and benefits (more than 80 percent of its budget) to the Department’s strategic and
human capital plans. As a result, the budget formulation process is inefficient and ineffective
and has resulted in a significant deficit for the Department, which as impaired its ability to fully
support the Department’s mission. Exhibit 1 summarizes the Department’s budget process.

Insufficient Policies and Procedures

OIG found that the Department has insufficient policies and procedures to accurately document
and define its budget formulation process. GAO/AIMD-0021.3.1, Standards for Internal
Control in the Federal Government states:

Internal control and all transactions and other significant events need to be clearly documented,
and the documentation should be readily available for examination. The documentation should
appear in management directives, administrative policies, or operating manuals or may be in
paper or electronic form. All documentation should be properly managed and maintained,

However, the Department relies primarily on word of mouth and the annual budget call to
provide guidance to the Bureaus/Offices for formulation of the annual budget request. The
budget call is a formatted Excel worksheet provided to each USCP Bureaw/Office with which to
input their general expense budget request. Additionally, the Department has no specific
guidance on formulating personnel compensation and benefits.

The lack of Department-wide written policies and procedures has caused consistencies and
confusion for staff, which must administer policies without guidance, and can be a contributing
factor to inadequate and incorrect budgets. Combined with the Department’s high turnover rate

these factors have created a deficiency in qualified staff that have institutional knowledge of the
9
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budget formulation process. In just over two years there have been two CAOs, two OFM
Directors, and three budget officers. Our analysis of position descriptions, resumes, and
personnel files showed that 5 of 12 employees directly and mdirectly involved in the budget
formulation process did not have direct hands on budget formulation and execution experience.
The average experience level of the Budget Division staff was about 10 years. In fact, of the
current four budget staff, only one employee has been with the Department over two years. This
lack of written policies and procedures places the Department at risk of justifying and obtaining
necessary resources for operations. Insufficient policies and procedures to accurately document
and define key processes have been reported previously by GAO and OIG, as well as Grant
Thomton m its assessment of financial management processes and controls report dated May
2008.

Outdated and Incomplete Standard Operating Procedures

OFM’s policies and procedures for budget execution and monitoring are outdated and
mcomplete. — was last revised on June 26,
2007, and does not contain up-to-date reference documents or include certain internal controls
that have been implemented by the Department in recent years. For instance, the SOP dated FY
2007, does not mention the weekly Budget Task Force meetings that were put into place n FY

2008 as an additional control for tracking and monitoring USCP appropniations.

According to a former budget officer, there are incomplete SOPs in USCP’s Document
Management System. , such as,

Prior to leaving the Department, this former
budget ofticer attempted to draft simple budget procedures for a new employee to follow. OIG
found a document in that explained how to prepare the salaries portion of the
budget request; however, no one knew this document existed. We also noted that USCP relies
heavily on one individual’s knowledge of certain procedures, and the process comes to a halt
when that individual is unavailable as exhibited by the November 2008 departure of the budget
analyst that was responsible for formulating salaries. Currently, OFM has assigned a senior
accountant to update, complete, and distribute the aforementioned SOPs, but the Budget Division
has been too busy to assist with the revisions of the SOPs.

Office Roles and Responsibilities Not Clearly Delineated

The Department has not clearly delineated the roles of OFM, OHR, Operations, and the EMT in
the budget formulation of the personnel compensation and benefits. G40/4IMD-0021.3.1,
Standards for Internal Control in the Federal Government, p. 10 states:

Management and employees should establish and maintain an environment throughout the
organization that sets a positive and supportive attitade toward internal control and conscientious
management. An agency’s organizational structure should provide management’s framework for
planning, directing, and controlling operations to aclieve agency objectives. A good internal
control environment requires that the agency’s organizational structure clearly define key areas of
authority and responsibility and establish appropriate lines of reporting.
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However, there is no Departmental guidance that establishes office accountability or
methodology or data sources for the calculations of salaries, benefits, promotions, attrition,
accessions, and overtime. A former OHR Director stated that:

OHR worked extremely close with the Budget Division, and was regularly consulted by the
Budget Officer and staff on the construction of formulas and computations for salaries and
benefits. As the recognized owner/administrator of payroll/personnel systems, OHR was the sole
provider of data to OFM for such things as average salaries, average overtime, FTEs calculations,
payroll calculations for night differential, Sunday premium, payments for clothing allowance,
hazardous duty, specialty pay, etc. Because it was OHR’s line-of-business, OHR was relied upon
as being the subject matter experts with regard to all components of salary and pay and all the
details that went into the computations of such matters.

Based on interviews, however, this OHR/OFM process has changed over time with the turnover
of staff. According to staff, new Administrative managers disregarded previous processes
because they considered past controls and processes broken.

OIG noted that OFM calculated salaries and benefits with minimal input from OHR except for
attrition and accessions during the FY 2010 and 2011 budget formulation process. Additionally,
Operations calculated overtime hours and funding requests (based on an overtime rate provided
by OFM) and the Budget Division rolled these numbers up into the budget submissions without
understanding what mission requirements were behind these numbers. The absence of well-
defined roles and responsibilities creates a lack of accountability, a differing understanding of
business process functions, inconsistencies in policy implementation and problem resolution,
suboptimal decision making, and increased risk of incomplete and inaccurate budget formulation
and resuliing impacts on mission.

In further demonstration of unclear roles, OIG experienced delays by staff in responding to our
requests because they did not know or could not locate documents supporting the numbers
behind budget submission totals. This occurred primarily because calculations were not located
in central file/location; electronic spreadsheets contained hard numbers instead of formulas,
lacked dates and sources as to when data was calculated and by whom; two employees involved
in the FY 2010 and 2011 budget formulation were placed on administrative leave; and some
administrative staff who were involved in the Department’s recalculation and resubmission of
the amended FY 2011 budget denied responsibility, rather than providing the source data used to
develop and validate the recalculations used for the revised/amended submissions.

Budget Formulation Process Does Not Link to Strategic Plan

Furthermore, OIG noted that the Department has not established a formal budget formulation
process that links personnel compensation and benefits (more than 80 percent of its budget) to
USCP’s strategic and human capital plans. We noted that the Department does have a process
where Bureau/Offices map out their strategic initiatives and required resources for general
expenses (Force Development Process). However, the lack of a budget that ties all costs to the
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strategic and human capital plans also contributes to insufficient support and funding for new
initiatives.

During the financial statement audit, we recommended that OFM revise the Department’s FY
2008 financial statements to add more detail about all costs in its Statement of Net Costs by
breaking out all costs by USCP’s four strategic goals:

Assess the Threat;
Prevent;

Respond; and
Support the Mission.

P e

As the auditors had concerns with OFM’s allocations and methodology, ultimately the ET
reviewed and revised allocations and certified the costs.

As a legislative branch agency, the Department is not statutorily required to comply with OMB
requirements; however, USCP has agreed to follow the general guidelines as a best business
practice. Government Performance Results Act of 1993 Sections 3 states the strategic plan shall
cover a period of not less than five years forward from the fiscal year in which it is submitted,
and shall be updated and revised at least every three years. OMB shall require each agency to
prepare an annual performance plan covering each program activity set forth in the budget of
such agency. Such plan shall:

e Establish performance goals to define the level of performance to be achieved by a program
activity.

» Express such goals in an objective, quantifiable, and measurable form.

¢ Briefly describe the operational process, skills, and technology, and the human capital,
information, or other resources required to meet the performance goals.

s Establish performance indicators to be used in measuring or assessing the relevant outputs,
service levels, and outcomes of each program activity.

» Provide for a basis for comparing actual program results with the established performance
goals.

¢  Describe the means to be used to verify and validate measured values.

Furthermore, a poorly prepared and justified budget submission can contribute to fewer
resources from Congress for the Department, although the Congress believes it has fully funded
the Department’s justified needs. Without clearly defined priorities tied to the USCP mission,
there can be no established process for allocating appropriations that are less than the level
requested.

Conclusions

The Department does not have written policies and procedures for its budget formulation
process. OFM’s SOPs for budget execution and monitoring also are outdated and incomplete.
Neither has the Department established clear guidance on office roles and responsibilities nor
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methodologies, sources of data, and records management in the budget formulation of personnel
compensation. Furthermore, the Department has not established a formal budget formulation
process that links all costs to its strategic and human capital plans. A lack of clear guidance
creates inefficiencies when staff has no reference material to help them perform their duties.
These overarching themes have been noted in prior GAO and OIG reports, as well as the Grant
Thomton, Assessment of Internal Controls, report dated May 2008. Thus, OIG is making the
following recommendation.

Recommendation 1: We recommend the United States Capitol Police immediately
establish a formal budget formulation and allocation process that links all costs to
its mission, goals, and objectives within its strategic and human capital plans. This
process should include written policies and procedures delineating each office’s
roles and responsibilities to include specific methodolegy, sources of data, and
records management for calculating personnel compensation and benefits, as well as
general expenses. This will provide formal representation of the USCP’s plan for
accomplishing stated goals and objectives, more effective budget submissions, set
priorities for the allocation of limited resources, and help define clear lines of
accountability for those resources.

Past Processes and Practices not Followed

During the formulation of the FY 2010 and 2011 budgets, the Department did not follow its
proven past budget practices or comply with prior controls over the budget process. For FY
2010, the Department did not fully utilize its Force Development Process designed to analyze
environmental risks and prioritize new general expense initiatives and resulting workforce
requirements, which links to its strategic and human capital goals. As for FY 2011, the Office of
the Chief conducted the Force Development Process at the Chief’s request, since he did not see
the commitment from OFM to follow the process. The Department also did not apply the FY
2009 budget format or consistently follow the past practice for developing the personnel
compensation and benefits. For instance, during the formulation of the FY 2010 budget and in
response to report language, USCP utilized Full Time Equivalents (FTEs) in their budget
submission instead of positions as utilized in FY 2009. However, the Department did not
properly apply FTEs calculation methodology to its request formulations resulting in about $5.5
million less than needed for the FTE level requested in its FY 2011 amended submission. The
budget format also was different from previous budget submissions, which caused confusion
with Department and Appropriations staff. Furthermore, the funds control process was
circumvented. The lack of consistent controls and processes can lead to incorrect budgets,
leaving the Department at risk of requesting insufficient funding to support its mission or over
spending its appropriations.

Abbreviated Force Development Process

During FY 2010 and 2011 budget formulation process, OFM did not utilize the Force
Development Process (FDP). FDP was created in FY 2007, designed to link business planning
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to budget planning so that resource initiatives could be analyzed and prioritized from a
Department-wide focus. Staff explained the FDP was recommended; however, staff stated that
an environmental assessment was not done in FY 2010. In fact, according to staff, the former
OFM Director would not participate in the FDP process. The FY 2011 process, which was
conducted by the Office of the Chief, was condensed to make it work with the budget
formulation timeline. OFM’s role in the FY 2011 process was limited to leading the costing
portion of the business cases that presented to the ET for consideration.

During interviews, staff complained that new employees disregarded past processes and
considered these processes broken and inadequate. Additionally, a contractor, hired to assist
OFM, conducted a project to understand the budget formulation process and business
relationships. The contractor interviewed key personnel involved in the budget process, such as
financial liaison officers (FLOs), OHR, OFM, and Operations personnel. However, this project
covered only non-personnel costs. The contractor confirmed that staff does not share
information and there is a total lack of communication and trust. The turnover of staff and
numerous revisions and re-work of the budget occurred, causing the Department to lose sight of
the end goal in preparing the budget, which should create the following:

» Logical and well organized budget justifications and necessary to secure resources

to accomplish the mission.

Construct strong, clear links to strategic plan,

Demonstrate the use of best practices.

Discontinue programs, projects, and activities that do not produce effective outcomes.
Seek, find, or create ways to improve efficiency and effectiveness and leverage resources.

During the FY 2010 budget formulation process, on October 31, 2008, the Chief questioned the
CAO and OFM as to why there had been no IRB and FDP meetings. The Chief explained that
he sees FDP as a repeatable process. However, the Department did not conduct the
environmental scan to identify budget initiatives for the FY 2010 budget submission as was done
in FY 2009. As stated previously, the FY 2011 budget formulation followed FDP at the Chief’s
request, which focused on accomplishing the mission in the future. Full and consistent
implementation of the FDP provides the Department with a standardized, repeatable, and
uniform process for linking resources to goals and providing for transparent decision-making, as
well as a higher level of accountability. :

Inconsistent Practice in Usage of FTEs/Positions and Budget Format

The Department did not consistently follow proven past practices for developing budgeted
personnel compensation and benefits. For instance, during the formulation of the FY 2010
budget, USCP utilized Full Time Equivalents (FTEs) in their budget submission instead of
positions as utilized in FY 2009. Further, personnel involved in the formulation of the FY 2010
budget failed to apply the format and the assumptions used in the formulation of the FY 2009
budget. The FY 2009 format, which should have been used as a template, directly laid out in
detail the necessary budget requirements, such as projected hires, COLA, sworn promotions,
projected attrition, and pay types, i.e. Lump Sum Payment, Hazardous Duty Pay, and Holiday
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Pay, all of which were elements omitted in the final FY 2010 budget submission. However, a
former budget officer drafted simple procedures for staff to follow in formulating the salaries and
benefits portion of the budget, which was stored in ||| i In fact. the Department
followed these procedures in formulating its FY 2009 salaries and benefits projection, according
to the Library of Congress (LoC) official who assisted the Department in its FY 2009 budget
formulation.

The CAQ explained that during the formulation of the FY 2010 budget, there was confusion
regarding the change from using positions and managing to FTEs and recommended training for
budget personnel. According to the CAO, 2009 appropriation language directed the Department
to manage to FTEs as all other legislative branch agencies do.

GAO/AIMD-0021.3.1, Standards for Internal Control in the Federal Government states:

Internal control and all transactions and other significant events need to be clearly documented,
and the documentation should be readily available for examination. The documentation should
appear in management directives, administrative policies, or operating manuals or may be in
paper or electronic form. All documentation should be properly managed and maintained.

Additionally, GAO/AIMD-01-1084SP, Results Oriented Budget Practices in Federal Agencies,

states:
Agency management should provide written guidance to program managers on budget
formulation (sometimes called a “spring planning call” or “budget call”) that sets the reporting
requirements and funding targets for program-level budget formulation activities. The guidance
contains the major factors program managers need to consider as they prepare their requests for
resources. Major factors should include the agency’s goals for the formulation year, performance
issues, and funding targets that will constrain program proposals for increased spending.

The Department also did not use a consistent format for its budget presentation to Congress.
According to staff, the Appropriations staff thought the FY 2010 budget format was confusing
and preferred the FY 2009 budget format. A former contractor stated that the preference of the
Committee staff is not primarily “how” the information is provided but it is also “what”
information is provided and “disclosing” the complete and accurate story. For example, if
funding is being requested to mitigate certain risks, what is the expected result if funding is not
provided. The contractor’s comparison of FY 2009 and 2010 budget submissions is shown in
Table 2.
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Table 2 — Comparison of FY 2009 and FY 2010

Budget Submissions

FY 2009 |

FY 2010

Budget Request Summary

Presentation of information in the FY 2009 summary is
more succinet than FY 2010. For FY 2009, all program
information is provided on one page using a bullet format,
with an additional page for a pie chart reflecting the
percentage each progvam represeats of the total general

expenses request.

The FY 2010 format used a full sentence structure.

Summaries typically are a maximum of two pages. Charts and graphs in presentation enhance the reader’s ability to quickly and easily
understand the data being presented, in this case the magnitude each program represents of the total budget request.

The FY 2009 request provides a narrative explanation for
personnel within the Budget Detail section. The narrative
for non-personnel is provided in the Budget Schedules
section of the submission as past of the Analysis of Change

explanation.

Budget Detail

The FY 2010 request does not provide the narrative explanation for personne] or
nop-personne! in the Budget Detail section. The information is presented in two
additional sections in the submission book entitled, Personnel Services and
Requests by Program.

Typically this section provides program funding in the current

budget year and year being requested, along with the delta in dollars and

percentage in chart format. If information is presented in narrative format, typically it is present in the Budget Detail section.

Requests by Program

FY 2009 did not include this section following Budget
Detail.

FY 2010 only — Additional Section following Budget Detail)

The FY 2010 request provides comprehensive program information and depicts
in chart format how the general expenses align with the strategic objectives of
the organization. The presentation in FY 2010 is quite lengthy and does not
fully meet the requirement of Circular A-11.

Budget Schedules

The chart used for the Analysis of Change Explanation in
the FY 2009 request presents information on each program’s
change in 2 format the reader can more quickly comprehend.

The FY 2010 request provided the information more succinctly but in a sentence
structure, requiring more tima for the reader to compreherd.

FY 2009 justification included a pie chart of the percentage
of each major object class’s increase as a percentage of the

total.

FY 2010 did not include a pie chart of the percentage of sach major object
class’s increase as a percentage of the total.

Charts and praphs, while not required, allow a reader to more easily comprehend the magnitude of each increase. The schedules in this section
present both the personnel and non-personnel budget request increases by major budget ¢lass and the delta between current and requested year.

Source: September 3, 2009 emal wath attachment (FY 09 vs. FY 10 Req.doc)

OFM staff explained that they briefed Committee staff on the new format and thought there was
agreement. In May 2009, in an email to the CAO, a Commitiee staffer stated “I would like to
talk about going back to last year’s justification format because this 1s very frustrating in not

having a useful document.” For its FY 2011

budget submission, the Department used a

combination of FY 2009 and FY 2010 formats. For example, the first pages were sunilar to the
FY 2009 format and OFM also included the additional matenial added in an “appendix” similar
to the FY 2010 format. A consistent process would provide the Department, Board, and

Congress a standardized and uniforin format
informed funding decisions.

Funds Control Circumvented

with sufficient mformation with which to make

During our audit, OIG found an environment existed whereby noncomphance with the funds
control process was permitted, or worse, the process was intentionally circumvented.
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Currently, the funds control process within the Budget Division is inadequate to ensure that
expenditures, specifically related to hiring, are made within budgetary guidelines. 31 USC
§1301 states:

Appropriations shall be applied only to the objects for which the appropriations were
made except as otherwise provided by law. 31 U.S.C. 3528 states, "A Certifying Official is
responsible for the legality of a proposed payment under the appropriation or fund involved.”

OMB Circular A-11 Section 150- Administrative Control of Funds also states that the
Antideficiency Act requires that your agency head prescribe, by regulation, a system of
administrative control of funds. The system is also called the fund control system and the
regulations are called fund control regulations. The purpose of your agency's fund control
system is to:

» Restrict otk obligations and expenditures (also known as outlays or disbursements) from each
appropriation or fund account to the lower of the amount apportioned by OMB or the amount
available for obligation or expenditure in the appropriation or fund account.

¢ Enable the head of your agency to identify the person responsible for any obligation or
expenditure exceeding the amount available in the appropriation or fund account, the OMB
apportionment or reapportionment, the allotment or sub-allotments made by your agency, any
statutory limitations, and any other administrative subdivision of funds made by your agency.

The CAO is the responsible official within the Department for a system of administrative funds
control. Inresponse to a FY 2008 Financial Statement finding, OFM implemented an internal
control whereby the Budget Officer was responsible for certifying funds availability for all new
hires. However, during discussions with OHR and OFM, we learned that critical staffing
decisions were being made without input from the Budget Division. As a result, the Department
has experienced mismanagement of resources and has suffered significant payroll shortfalls.

According to the CAO, in May 2009, “the Budget Division stopped signing off that funds were
available for new hires because it slowed the process.” As of May 2010, this essential budget
control is not in place. This lack of control to ensure funds availability impairs USCP’s ability,
specifically the CAO as certifying officer and the Chief as the disbursing officer, to maintain
proper fund control, leaving the Department at risk of over obligating or overspending its
appropriations in violation of the Antideficiency Act.

Conclusions

The Department did not follow past proven budget practices or comply with existing controls
over the budget process. Specifically, the Department did not utilize the Force Development
Process designed to analyze the environmental risks and prioritize new general expense
initiatives, which link to its strategic goals. The budget format also was different from previous
budget submissions, which caused confusion with Department and Appropriations staff and
resulted in a deficit to the Department. Furthermore, the funds control process was
circumvented. The lack of consistent processes and controls can lead to incorrect budgets
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resulting in the Department being at risk of requesting insufficient funding to support its core
mission or over spending its appropriations. Thus, OIG is making the following
recommendations.

Recommendation 2: We recommend that the United States Capitol Police ensure
that the Force Development Process is fully implemented during the annual budget
formulation process. Further, establish a mechanism to review specific programs
each year, evaluating their effectiveness, efficiency, and how they contribute to
achieving a specific strategic goal(s). This would place a greater emphasis on
examining programs and resource needs at the Investment Review Board/Executive
Management Team and Executive Team levels.

Recommendation 3: We recommend that the United States Capitol Police
immediately consult with Congressional stakeholders to determine the format for
future budget submissions that would be useful and meet stakeholder needs.

Recommendation 4: We recommend the United States Capitol Police immediately
reinstate the funds availability control. Further, USCP should implement and
document processes, procedures, and controls to identify and help ensure that key
funds control personnel, including funds certifying officials, are properly trained so
that they can fulfill their responsibilities to prevent, identify, and report potential
Antideficiency Act violations.

Overarching Cause “Tone at the Top”

“Tone at the top” refers to management’s philosophy and operating style, which sets the degree
of risk the organization is willing to take in its operations and programs, including the budget
formulation process. OIG concluded that the overarching root cause is that the Department’s
administrative management failed to establish a strong “tone at the top.” Administrative
management has allowed inadequate financial weaknesses that persisted for years to continue,
neglected to hold individuals accountable for implementation of those recommendations, and
ineffectively managed its workforce. Weak tone at the top is contrary to the Chief’s vision that
change must occur from the top down. In a November 2006 memo, Rising to the Challenge,
provided contemporaneously to EMT and to the CAO when hired in 2008", the Chicf stated

The key to achicving these goals rests with our supervisors. Officials at every level, from the
Chief down, are expected to set the example....They must be attentive to their duties, consistently
apply Department policies and procedures, identify and correct deficiencies, identify and
commend good performance, and project a professional image. Most importantly, they must
effectively communicate with the personnel under their command....This initiative underscores
our need to attend to the basics of police service and police management. It provides direction,

* The Board, upon appointing the Chief, also provided him with its priorities for the Department. The Board’s pricrities were consistent with the
GAOQ and QIG reported findings and recommendations.
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responsibility, accountability, reward and consequence. However, we cannot achieve our goals
through punitive action. To do so invites resistance and failure. Rather, compliance at all levels
should be achieved through encouragement, example, guidance, coaching, counseling, mentoring
and pro-active supervision.

As the Chief emphasized, positive change, consistent process improvement, and transparency are
all critical aspects of tone. However, the previously stated failure to establish adequate controls
and not following proven past budget practices and existing controls, the untimely
implementation of recommendations, which both the Chief and Board made an administrative
priority, and the administration’s ineffective workforce management, bring to light serious and
pervasive leadership problems or weak tone at the top in the administrative area.

Untimely Implementation of GAO and OIG Recommendations

OMB Circular A-123, Management’s Responsibility for Internal Control, Section V, Correcting
Internal Control Deficiencies, states;

Agency managers are responsible for taking timely and effective action to correct deficiencies
identified by the variety of sources discussed in Section IV, Assessing Internal Control. Correcting
deficiencies is an integral part of management accountability and must be considered a priority by the
agency.

However, the Department continues to face major challenges in the implementation of GAQO and OIG
recommendations. This overarching issue continues to keep the Department from making significant
progress towards improving its financial management operations and contributed to the latest incident
related to the budget shortfall. Specifically, GAO, Grant Thornton in 2008, and OIG have all
reported similar financial weaknesses and made recommendations to correct such weaknesses, such
as establishing, documenting, and formalizing specific policies and procedures. However, as stated
before, OFM has not established or documented its budget formulation process, a very basic and
fundamental managerial responsibility.

OIG also noted that the Department has failed to establish meaningful timeframes for corrective
actions in fully implementing recommendations made by GAO and OIG. Instead, managers
continuously revise due dates in their action plans. We noted that the CAO has not held individuals
accountable for adhering to established timeframes or linked managers’ performance standards and
evaluations to full implementation of prior audit recommendations, or any positive changes. As of
April 2010, the CAO stated the Department has identified a total of 180 audit recommendations made
by GAO (51) and USCP OIG (129). Of the 180 recommendations, 149 address financial
management weaknesses and some recommendations date as far back as January 2004. GAO made
38 of these recommendations while OIG made the other 111, Of the 149 recommendations, 76 (12
GAO and 64 OIG) have been closed and 73 remain open (26 GAO and 47 OIG) as shown in Table 3.
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Table 3 — Open Financial Management Recommendations

Category Source Open
Financial Management - Asset Management OIG 2
Financial Management — Financial Statement OIG 1
Financial Management - Internal Controls GAO 4
0IG 2
Financial Management — Procurement GAOQ 9
01G 7
Financial Management- Staffing GAO 2
Financial Management - Travel OIG 2
Human Resources — Payroll GAO 5
OIG 16
Information Technology - Capital Investments GAO 1
[nformation Technology - Enterprise GAO 3
Architecture
Information Technology - Security GAO 1
OIG 15
Linking Resources to Risks, Threats. and GAO 1
Vulnerabilities
Operational Efficiencies - Off Site OIG 2
Deployments
Subtotals: GAO 26
0IG 47
TOTAL ' 73

Source: Department QFRs (Apnl 2010) and the Department’s audit liaison Access database
Ineffective Workforce Management
GAO/AIMD-0021.3.1, Standards for Internal Control in the Federal Government states:

Effective management of an organization’s workforce—its human capital—is essential to
achieving results and an important part of internal control. Management should view human
capital as an asset rather than a cost. Only when the right personnel for the job are on board and
are provided the right training, tools, structure, incentives, and responsibilities is operational
success possible. Management should ensure that skill needs are continually assessed and that
the organization is able to obtain a workforce that has the required skills that match those
necessary to achieve organizational goals. Training should be aimed at developing and retaining
employee skill levels to meet changing organizational needs. Qualified and continuous
supervision should be provided to ensure that internal control objectives are achieved.
Performance evaluation and feedback, supplemented by an effective reward system, should be
designed to help employees understand the connection between their performance and the
organization’s success. As a part of its human capital planuing, management should also consider
how best to retain valuable employees, plan for their eventual succession. and ensure continuity
of needed skills and abilities.

The Department continues to face major challenges in recruiting and retaining qualified civilian
staff and, thus, has not made significant progress towards improving its financial management
operations or other admimistrative challenges. Our analysis of position descriptions, resumes,
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and personnel files showed that 5 of 12 employees directly and indirectly involved in the budget
formulation process did not have direct hands on budget formulation and execution experience.
The average experience level of the Budget Division staff was about 10 years. However, of the
current four budget staff, only one employee has been with the Department over two years.
There has been a high level of turnover and staff vacancies within OFM. According to the OFM
organization chart dated March 8, 2010, there are five vacancies in the Procurement Division,
one vacancy in the Accounts Payable Division, one employee is on administrative leave in the
Budget Division, as well as the OFM Director having resigned in April 2010. As stated before,
in just over two years there have been two CAOs, two OFM Directors, two OFM Deputy
Directors, and three budget officers.

We also noted a lack of understanding of the causal effect of administrative practices on the
Department’s ability 1o support its core mission — the protection of the Congress and the
legislative process. Many of the individuals within the administrative functions of the
Department who were interviewed for this audit did not demonstrate a clear understanding or
appreciate the mission of the Department and the resources needs required to fully support that
mission.

OIG further noted that administrative management has not provided sufficient supervision to
ensure that internal contro! objectives are achieved through performance evaluation. Such
evaluations are designed to help employees understand the connection between their
performance and the organization’s success. Qur review of 60 personnel files for 12 employees
showed that 10 of 12° or 83 percent did not have a current performance evaluation and, if
applicable, there was no link to implementation of recommendations or the Department’s
strategic plan. In fact, one employee stated that OFM did not have a process for evaluating its
staff. Moreover, we noted that several OFM employees were either granted within grade
increases or promoted without a current performance evaluation or current position descriptions.
According to OHR officials, the Department is piloting an electronic Performance Evaluation
and Communication system (ePECS) with two Bureaus and two offices to assist in ensuring all
employees receive performance appraisals. OHR officials expect the final ePECS systems
implementation completed by July 2010.

According to OFM and OHR staff, civilian employees are constantly overwhelmed with an
unmanageable workload and lack of performance feedback because resources are not always
properly utilized. For example, one OFM employee was hired to assist in the financial
statements; however, OFM assigned the employee to work in accounts payable. Thus, employees
are often required to perform additional duty hours just to complete their simple day-to-day tasks
as demonstrated during the current budget crisis.

According to an October 2009 contractor’s report on the Department’s budget process, USCP
staff, both inside and outside of OFM, do not have a trust of each other and have a lack of
confidence in OFM staff both in their technical and interpersonal skills. There has been a high

3 One employee had only been with the Department six months and an evaluation was not due and another employee’s evaluation was due in
April 2010, which we counted as current.
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turnover of management and conflicting data provided by divisions within OFM. Processes have
changed, but not for the best. For example, “new approvals for IQs® used to take 1 to 2 days,
now takes a month.” Accordingly, civilian employees have no incentive to remain with the
Department because of the high level of stress that accompanies their job and the lack of
supervisory support from managers. This has caused a severe decline in civilian employee
morale. These issues are indicative of not managing workforce and its processes effectively.

OIG did not conduct a workload study. However, we did benchmark with other Legislative
Agencies’ budget officials and Chief Financial Officers, and 6 of 8 stated that, once a budget
process is established, vetted, and approved, four employees within USCP’s Budget Division
should be adequate to support such a simple budget, which is primarily salary driven. In fact, a
former OFM contractor also stated that the USCP budget was simple and three to four employee
should be sufficient to support the budget formulation and execution process.

Conclusions

Contrary to the Chief’s vision, the Department’s administrative management has failed to
establish a strong “tone at the top™ by allowing inadequate financial weaknesses to persist for
years and by neglecting to hold individuals accountable for implementation of those
recommendations. The Department also continues to face major chalienges in recruiting and
retaining qualified civilian staff and, thus, has not made significant progress towards improving
its financial management operations to include the budget process. Combined with the
inadequate controls, not following proven past practices, the untimely implementation of
recommendations, which both the Chief and Board made a priority, and the lack of effective
management of the administrative workforce, this lack of leadership and management has
critically affected administrative operations, has impaired the ability to fully support mission
requirements, and has caused a severe decline in civilian employee morale. Thus, OIG is
making the following recommendations.

Recommendation 5: We recommend that the Chief of Police evaluate whether the
Department has the appropriate leadership and management within the Office of
Administration with the necessary skill-sets to perform the financial management
activities of the Department and whether assistance is needed to sustain its
administrative operations. Additionally, the Chief should evaluate whether the
financial management weaknesses identified by the GAO and OIG and previously
thought to be closed have recurred as demonstrated by the current audit.

Recommendation 6: We recommend that the United States Capitol Police ensure
that skill needs are continually assessed and that the organization is able to obtain a
workforce that has the required skills that match those necessary to achieve
organizational goals. Training should be aimed at developing and retaining
employee skill levels to meet changing organizational needs. Qualified and
continuous supervision should be provided to ensure that internal control objectives

& 1Qs: Itemized Request.
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are achieved. Performance evaluation and feedback, supplemented by an effective
reward system, should be designed to help employees understand the connection
between their performance and the organization’s success. As a part of its human
capital planning, management should also consider how best to retain valuable
employees, plan for their eventual succession, and ensure continuity of operations.

Inaccurate Salaries and Benefits Budget Submissions

The Department submitted inaccurate salaries and benefits totals in its FY 2010 and 2011 budget
submissions. OIG reviewed four salaries and benefits submissions (two for FY 2010 and two for
FY 2011). We found miscalculations, omitted BOCs, and other factors such as COLA and
attrition, which were unknown at the time of formulation, contributing to a significant shortfall in
FY 2010 and 2011 salaries and benefits submissions.

After reviewing the data available and the assumptions utilized by the Department, OIG projects
that the FY 2010 salary and benefits budget shortfall wili range from $3,763,845 to $5,137,279
depending on the actual attrition from PP 07 to PP 20 in FY 2010 and Department cost-cutting
measures. For FY 2011, OIG projects the salary and benefits budget shortfall to range from
$9,338,007 to $14,848,263 depending on FY 2011 appropriations level, the actual attrition in FY
2011, and Department cost-cutting measures.

The submission of inaccurate salaries and benefits occurred primarily because the Department
has not addressed the identified management challenges related to budgetary processes and does
not have standardized procedures, methodology, or a template for formulating salaries and
benefits. Additionally, the Department has not established a quality assurance process for
ensuring the validity and integrity of data behind the salaries and benefits numbers. Unlike the
Department’s general expenses budget formulation process, which is decentralized and each
Bureaw/Office provides general expense input into the budget request, the formulation and
execution of salaries and benefits is centralized within OFM with input from OHR.

This lack of integration and communication between the Bureaw/Offices and the Administrative
Offices related to salaries and benefits does not provide the checks and balances needed to
ensure accurate salaries and benefits budgets or involvement of the EMT in the overall
management of the Department. Communication between these bodies is essential for good
business and effective governance. OIG believes that EMT would have identified most of these
deficiencies had the opportunity been provided for such a review.

FY 2010 Salaries and Benefits Budget Deficiencies (Final Submission and Enacted)

OIG analyzed and recalculated the final FY 2010 submission of salaries and benefits and
recalculated the budget amounts based on information noted on the spreadsheet {[USCP FY 2010
Salary Projections (Revised Senate mark @ 2.0 percent as of 9/21/09)]. OIG found that
miscalculations and omissions contributed to the FY 2010 budget shortfall as summarized on the
next page in Table 4.
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Table 4 — FY 2010 Salary Projections (June 2009)

Salary - Sworn Civilian a;:t“:l Amount |OIG Amount Difference Cause

2009 Base Salary $137,275,532| $31,920,000| $168,891,532| $169,195,532 $(304,000)|Miscalculation
LOC Civilian 2,184,000 2,184,000 2,184,000 0

Civilian Bacidills (half year) 1,596,000 1,596,000 1,596,000 0

Attrition {sworn 140} (5,380,340) (5,380,340)|  (5,380,340) 0

Attrition (civilian 30) (1,260,000) (1,260,000) (1,260,000 0
::zfg;;’;‘“’“'p"’me" foraclass| 5 246,970 5,846,970| 5,460,969 386,001 |Miscalcutation
Backfills (civilian-half year) 1,260,000 1,260,000 1,260,000 0

WIGS and Promotion Annuclized 0 2,239,701 () |Presentation
Specialty Assignment Pay 0 300,000 Q |Presentation
2.0 New COLA (prorated) 0 2,635,228 0 |Presentation
Incorrect FTEs assumption - Salary 0 157,652 (157,652)|Miscalcuiation
Incorrect FTEs assumption - COLA 0 2,365 (2,365)|Miscalculation
Night Diffentiaf {1160} 0 2,641,159 (2,641,159)|Omission
Sunday Diffential (1163) 0 536,430 (536,430)|0mission
Night and Sunday Diffential (1164) 0 879,158 (879,158)|Omission
Holiday Pay (1180) 0 1,398,752 (1,398,752)|Omission
Lump Sum Terminal Leove (1183) 0 653,524 (653,524)|Omission
Hazardous Duty Pay (1187) 0 140,777 (140,777)|Omission
COLA 2.42% (prorated) 0 113,434* (113,434)|Omission
Total Salary $137,742,162| $35,700,000|5173,138,162 | $184,754,341| 5(6,441,250)|

Benefits and Other

WIGS and Promation Annualized $2,239,701 $2,239,701 0 |BOC Salary
Incentive Awards/Specialty

Pay/Student Loan 800,000 800,000 800,000 0

Specialty Assignment Pay 300,000 300,000 0 |BOC Salary
Metro Transit Subsidy 347,566 347,566 347,566 0

2.0 New COLA {prorated) 2,088,610 535,500 2,624,110 (11,118)**|Miscaiculation
2009 Base Benefits 48,051,512 12,187,448 60,238,960 59,970,086 268,874 |Miscalculation
Benefits Rate higher than Actual 0 (6,213,462) 6,213,462

Incorrect FTEs assumption - Benefits 0 53,025 (53,025)|Miscalculation
Overtime Benefits (1201) 0 1,950,750| (1,950,750)|0mission
Benefits for Salary Left out 0 1,893,690 (1,893,690)|0mission

ﬁe; {gj“ olfermentmpicyces ) 191,000 (191,000)|0Omission
Total Benefits and Other 66,550,337 58,992,654 2,382,753

Overtime 25,500,000 25,500,000 0

Total Overtime 25,500,000 25,500,000 0

Total 5265,188,499| 5269,246,995| $5(4,058,497)|

Source: USCP FY 2010 Projections (Revised Senate Mark @ 2.0 percent as of 9/21/09 and OIG analyzes and recalculation,

OIG comected the italicized items. Numbers may not add due to rounding
*$113,434 was COLA calculated for differential, jump sum payments, holiday pay and hazardous pay omitted from the salary.
**$(11,118) is the differenice of 2.0 New COLA (prorated) calculated by USCP, $2.624,110, and OIG, $2,635,228.
Presentation — The Department inappropriately included components in benefits, which should bave been presented in base salagies.

24

S S S I S N S S— — |
Audit of USCP Budget Formulation Process

0I1G-2010-03

June 2010



Miscalculations

OIG noted that the Department incorrectly calculated the first line of its FY 2010 salary
projection. Specifically, the 2009 base salary for sworn and civilians cumulative amounts did
not total correctly, which resulted in a difference of $304,000 less than the requested amount.
Additionally, the Department calculated for one less FTE resulting in a difference of $213,042
($157,652 salary, $2,365 COLA increase, and $53,025 benefits) less than requested.
Specifically, the FTEs for swormn and civilian applied in the calculation of total salary (2,242) did
not agree with authorized/requested FTEs (2,243).

OMB Circular No. A-11, Section 83 states that personnel compensation directly related to duties
performed for the Government by Federal civilian employees, military personnel, and non-
Federal personnel are BOC 11.1 through 11.8. Personnel benefits are covered in object classes
12.1 to 12.2. However, we noted that the Department inappropriately included three components
of base salaries in benefits. Specifically, the “Total Salary™ calculation did not include the
following:

a. WIGS and Promotion Annualized
b. Specialty Assignment Pay
¢. 2.0 New COLA (prorated)

Furthermore, we recalculated and compared FY 2010 salary and benefits to the USCP
submission, which showed $643,757 in differences for three components, as shown in Table 5.
The net nnpact to the FY 2010 salary budget due to miscalculations is $126,715 as shown below
in Table 5. USCP budget personnel could not find the electronic copy to justify the calculations
or explain the differences. According to the CAO, two OFM employees placed on
administrative leave were responsible for these calculations. However, an email dated May
2010, states the CAO was responsible for this resubmission.

Table 5 — Miscalculation of Salary and Benefit Differences

UscP oIG
Submission Calculation | Difference

FY 2009 Base Salary Error $168.891,532 $169.195532 | $(304,000)
Calculation for Less FTE 2,242 2.243 (213.042)
Backfills (sworn-prorated for 1 class

each QTR) $5.846,970 $5.460.969 386.001
2.0 New COLA (prorated) $2.624.110 $2.635,228 (11,118)
2009 Base Benefits $60,238960  $59.970.086 268.874
Total difference of three components 643.757
Net Impact of Calculation Errors $126.715

Source: OIG analysts of USCP FY 2010 Salary Projections (Revised Senate mark @ 2.0 percent as of 9/21/09).
Numbers may not add due to roundmg.
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Omissions

OMB Circular A-11 Section 83 states agencies must report object class information because the

law (31 U.S.C. 1104(b)) requires the President's Budget to present obligations by object class for
each account. Section 83.6 states which BOC and definitions shounld be used as shown below.

10 PERSONNEL COMPENSATION | This major object class consists of object classes 11, 12, and 13,
AND BENEFITS

11 Personnel compensation Compensation directly related to duties performed for the
Government by Federal civilian employees. military personnel, and
non-Federal personnel. Object class 11 covers object classes 11.1
through 11.8.

12 Personnel benefits Benefits for currently employed Federal civilian, military and certain
non-Federal personnel. Covers object classes 12.1 and 12.2

13 Benefits for former personnsl Benefits for former officers and employees or their survivors that are
based (at least in part) on the length of service to the Federal
Government,

Based on our review of the FY 2010 final submission and confirmed by the USCP personnel
during interviews, the FY 2010 final submission did not include all BOCs for salanes and
benefits. Thus, we requested the FY 2008 and 2009 actual payroll by BOC in order to project
the FY 2010 amounts for the above BOCs. We first calculated the increase by BOCs from FY
2008 to FY 2009 and projected the FY 2010 amounts to be the FY 2009 actual plus the
percentage of increase based on FY 2008 and 2009 actuals. We used FY 2009 actuals to be
conservative. We determined fhat the BOCs omitted from the base salary and benefits would
result in an additional estimated amount of $10,398,674 as shown below in Table 6.

Table 6 — FY 2010 Omitted Salary and Benefits

BOC Description Amount
1160 Night Differential $2.641.159
1163 Sunday Differential 536,430
1164 Night and Sunday Differential 879,158
1180 Holiday Pay 1,398,752
1183 Lump Sum Terminal Leave 653.524
1187 | Hazardous Duty Pay 140,777
COLA 2.42% (prorated) 113,434
Total Salary $6,363,234
1201 Overtime Benefits (FICA ~ Agency 1,950,750
Contribution)
Benefits for Salary Left Out $1.893.690
1303 Benefits to former employees 191.000
Total Benefits $4,035,440
Total $10.398.674

Source: OIG analysis of USCP FY 2008 and 2009 actual plus percentage of increase and
comparnison to FY 2010 Salary Projections (Revised Senate mark @ 2.0 percent
as of 9/21/09) Numbers may not add due to rounding.
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Based on interviews with Department personnel and review of emails, OFM was aware that
differentials, lump sum payments, etc. were left out from the oniginal FY 2010 budget
submission, as well as the Department’s resubmission in May 2009, and requested a higher
benefit rate of 34 percent to cover the omissions. In June 2009, the Department received a
33.634 percent benefit, which OFM thought would cover the omitted BOCs. OFM personnel
told the CAO that BOCs had been omitted and that was the reason for requesting a higher
benefits rate. Moreover, an email confirmed this statement. We found no evidence that this
information was provided to the Chief.

The benefits factor applied to the FY 2010 salary was 33.634%. The actual benefits factor in FY
2008 and FY 2009 was 29.16% and 29.00%, respectively. The benefits factor in FY 2010
payroll projection was 30.3% based on the FY 2010 payroll projection with actual data (PP 20 to
PP 08 are based on actual payroll information). Based on our calculation, USCP has a cushion
of $6,213,462 because the appropriated benefit rate is higher than the actual benefit rate
(33.634% - 30.3%). Nevertheless, the net impact of the miscalculations, $126,715, and
omissions $(10,398,674) in the final FY 2010 budget submission resulted in a net shortage of
$4,058,497.

Other Factors

Furthermore, other factors not known at formulation contributed to the budget shortfall. We
analyzed the impact of other factors to the FY 2010 salary and benefits and determined the
following:

1. COLA increase: The actual COLA increase was 2.42%, which is 0.42% higher than the
anticipated COLA used in the FY 2010 budget formulation. The calculated impact to FY 2010
salary and benefits was $(721.061).

2. Average Salary Increase: USCP applied an average salary in FY 2010 salary and benefits
submission; however, the actual average salary increased for both sworn and civilian employees,
as shown in Table 7. Extrapolating the average salary increase to all sworn and civilian FTEs, the
impact to the salary and benefits is $(1,921,909).

Table 7 — Average Salary Difference

Average Salary Swom Civilian
Budget (“an average actual FY

2009 base pay™ *) $76.862 $84.000
Actual based on NFC report as

of 12/21/09 77.366 85.349
Difference $ (504) $ (1.349)

Source:*Quote from USCP FY 2010 Salary Projections (Revised Senate mark @ 2.0
percent-as of 9/21/09). Numbers may not add due to rounding.

3. New Hires: During interviews with USCP personnel, we leamed that the front-loading of recruit
classes and the faster rate for hiring new civilian employees in the First Quarter of FY 2010 could
have contributed to the budget shortfall. As such, spending was not conforming to the budget
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submission and Operating Plan. We analyzed the actual FTEs for sworn and civilian employees
and agreed that the front loading classes resulted in the sworn FTEs to be more than the authorized
sworn FTEs; however, the civilian FTEs were actually less than the authorized FTEs. In each pay
period in FY 2010 (actval from PP 20 to PP 06 and projection from PP07 to PP20), the total FTEs
for sworn and civilian are less than total authorized FTEs of 2,243. The front loading recruit class
in the First Quarter of FY 2010 did not result in any budget shorifall. We found that the
Department hired less FTEs in FY 2010 than projected FTEs for new hires in the budget
submission; the financial impact is $4,961,669 ($3,807,881 in salary and $1,153,788 in benefits

4. Attrition: The attrition numbers presented in the FY 2010 budget submission were 140 for sworn
and 30 for civilian. OHR was responsible for projecting atirition and providing that data to OFM
for utilization in the budget formulation. OHR stated that the projected attrition numbers were
based on eleven years of historical data. However, after interviewing USCP personnel and
conducting a review of OHR’s FTEs Attrition Projection Tables, we determined attrition is
actually being used as a plug figure in order to reach the Department’s authorized FTEs level.
Attrition was initially changed from 140 to 127 for sworn and from 30 to 38 for civilian on
October 1, 2009. Further, attrition was changed again from 127 to 81 for sworn and from 30 to 52
for civilian on March 1, 2010. Of 81 projected sworn attritions, only 12 sworn attritions were for
mandatory retirement in FY 2010.

USCP projected 140 attritions for sworn officers and 30 civilian attritions in FY 2010 but it did
not specify the timeframe for these 170 attritions for budget purposes. The salary give back for
140 sworn positions was budgeted for half year, which was $5,380,340 for 70 FTEs; the salary for
30 civilian positions was budgeted for half year, which was $1,260,000 for 15 FTEs. We noted
that FY 2010 attrition decreased significantly from prior years. Using the actual attrition through
PP 06 and projected attrition from PP 07 to PP 20 or mandatory retirement from PP 07 to PP 20,
we calculated that the impact to the FY 2010 salary budget is between $(2,024,047) (including
$(1,514,620) salary and $(509,427) benefits) and $(3,397,481) (including $(2,542,378) salary and
$(855,103) benefits) depending on the actual attrition between PP 07 and PP 20 and Department
cost-cutting measures.

The net impact to the FY 2010 salary budget due to other factors is between $294,652 if using
projected attrition between PP 07 and PP 20 and $(1,078,782) if accounting for only mandatory
retirement.

Conclusions

The Department FY 2010 budget submission was inaccurate due to miscalculations, omissions,
and other factors as shown in Table 8. OIG projects the FY 2010 salary and benefits budget
shortfall to range from $3,763,845 to $5,137,279 depending on the actual attrition from PP 07 to
PP 20 in FY 2010 and Department cost-cutting measures implemented by the Chief as a result of
this budget crisis.
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Table 8 — Net Impact to FY 2010 Budget

Impact to FY 2010 Salary Budget Amount
Miscalculations $126.715
Omissions (10,398.674)
Offset from Higher Benefit Rate 6.213.462
Net of Other Factors (Projected Attrition*) 294,652
Total Budget Shortfall (3,763,845)
Net of Other Factors (Mandatory Retirement**) (1,078,782)
Total Budget Shortfall $(5,137,279)

Source: OIG generated based on recalcnlations of USCP FY 2010 Fimal Budget
Subtnission and enacted. Numbers may not add due to rounding.
*Includes both sworn and crvilian attrition
**Mandatory Retirement swotn only.

Review of Revised Submission of FY 2010 Salary and Benefits Budget (March 2010)

OIG also analyzed the Department’s revised FY 2010 salary benefits budget dated March 2010
to determine reasonableness. Based on mandatory attrition only, however, our projection
totaling $5,137,279 for FY 2010 budget shortfall is $1,701,919 less than the Department’s
projection of $6,839,198. The difference is detailed below:

1. Eleven sworn officers and 5 civilian employees separated from the Department between PP 03
and PP 06; therefore, USCP should decrease the budget shortfall by $989,284 due to salary and
benefits for 16 atiritions.

2. USCP budgeted for the NFC Check Reissue (BOC 1195) for $14,700; this BOC should NOT be
budgeted because the actual amounts in FY 2009 and FY 2010 (through PP02) are credit
amounts, which were $(4,599) and $(2,169), respectively.

3. USCP budgeted for the Limited Payability Credit (BOC 1198) for $123,403; we did not include

this BOC in our projection becanse personnel compensation covers object classes 11.1 through

11.8 per OMB A-11.

The revised budget included an increase of $168,067 for transit plan in the payroll projection.

USCP budgeted $460,588 the “Effect of Promotions™; we did not include this amount in

our projection because the effect of promotions should be covered in the actual amount

for full time permanent staff (BOC 1101) through PP 02 and projected WIGS of

$1,648,929 and projected Promotions Swom of $129,540 between PP 03 to PP 20.

o

OIG also noted that the Department’s revised budget did not include an amount for new hires for
sworn; a class of 24 1s scheduled for pay period 14 should attrition require the class for the
Department to remain at its authonzed sworn strength.

Furthermore, we noted that the procedures, methodology, and assumptions used in preparing the
revised submission were not documented. We also noted that there was no quality assurance of
the budget for accuracy. Although the Board appointed a financial panel to review the budget
revision, panel members when interviewed for this audit characterized the review as a limited
scope review. One member stated “We looked at the best information as of that day. There was
no time to look at source documents or calculations. This was not an audit.” Another panel
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member stated “This review had a window to resubmit and was to be done very quickly in order
for the Chief to resubmit the USCP FY 2011 budget.” According to all members, the individuals
that prepared the revised budget “were struggling and did not understand the numbers or where
they came from.”

Conclusions

OIG concluded that the March 2010 revised submission of FY 2010 salary and benefits budget is
reasonable and that the revised submission mcluded BOCs previously omitted and those amounts
were reasonable. OIG projected the FY 2010 salary and benefits budget shortfall to range friom
$3,763,845 to $5,137,279 depending on the actual attrition from PP 07 to PP 20 m FY 2010 and
Departinent cost-cutting measures. Based on mandatory retirement only, our projection for FY
2010 budget shortfall is $1,701,9191ess than the Department’s projection of $6,839,198 as shown

in Table 9.

Table 9 - FY 2010 Payroll Projection Comparison

Amount
OIG FY 2010 Payroll Projection $(5.137.279)
USCP FY 2010 Payroll Projection $(6.839.198)
Difference $1.701.919
16 attrition between PP02 and PP06 $989 284
NFC Check Reissue (BOC 1195) 14,700
Limited Payability Credit (BOC 1198) 123,403
Increase in Transit Plan 168.067
Effect of Promotions 460.588
Different Projection Methods* (54.123)
Total 51,701,919

Source; OJG generated from analysis. Numbers may not add due to rounding.
*Due to different projection methods in developing the payroll projection,
USCP projected the FY 2010 payroll based on actual payroll theough PP 02
and projected payroll from PP 03 to PP 20. OIG projected the FY 2010 payroll
using the FY2010 enacted salary budget and adjusted it to correct for mistakes
and factors or assumptions changed duvring the FY 2010

Additionally, the Department did not document its procedures, methodology, and assumptions
used in preparing the original or revised submissions and USCP staff had a difficult time
explaining what was behind the numbers to the Board’s financial panel, as well as to OIG during
this audit.

FY 2011 Salary and Benefits Budget Deficiencies (January 2010)

OIG reviewed the original FY 201 1budget submission dated January 2010 related to salary and
benefits noted on the spreadsheet [USCPLIB #444055-v7, FY 2011 Salary Projection (COLA
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@1.6 percent as of 12/3/09)] and found the original FY 2011 budget submission had deficiencies
similar to the FY 2010 submission. We recalculated and validated the FY 2011 budget
submission to determine if there is a budget shortfall for FY 2011 salary and benefits. OIG
found that miscalculations and omissions contributed to the FY 2011 budget shortfall as

summarized in Table 10.

Table 10 - FY 2011 Original Salary Projection (January 2010)

Salary Swom ]Civilian Total Amount |OIG Amount |Difference [Cause

2010 Base Salary $137,556,748| 537,894,956 $175,451,704 $175,451,704 S0

Annualization of Authorized Level 615,482 615,482 615,482 0

Attrition (sworn 121) (4,666,426) (4,666,426) (4,666,426) 0

Backfitls of FTEs (6 sworn-prorated in 3,919,651 3,919,651 3,919,651 o

classes of 24)

Attrition (civilian 47) (1,984,481) (1,984,481) (1,984,481) 0

Civilian Backfills (half year) 1,984,481 1,984,481 1,984,481 0

:f";’sw”" [sworn-prorated in classes 1,684,985 1,684,985 1,684,478 507|Miscalculation
New Civilian 645,550 645,550 512,094 133,456 |Miscalculation
WIGS and Promotion Annualized 1,674,845 142,317 1,817,162 1,817,162 0

Annualized FY 2010 COLA 1,327,403 1,327,403 0

1.6% 2011 COLA (prorated) 2,205,735 2,205,735 0

Specialty Assignment Pay 600,000 O|Presentation
Incorrect FTEs assumption — Salary 1,827,975| (1,827,975)|Miscalculation
Incarrect FTEs assumption — COLA 22,467 {22,467)|Miscalculation
Night Differential (1160) 0 3,022,769| (3,022,769)|0Omission
Sunday Differential (1163) 0 642,048 (642,048)|Omission
Night and Sunday Differential (1164) 0 1,024,889| (1,024,889)|0Omission
Holiday Pay (1180) 0 1,046,739 {1,046,739)|Omission
Lump Sum Terminal Leave (1183) 0 678,385 {678,385)|Omission
Hazardous Duty Pay (1187) 0 158,384 {158,384)|Omission
COLA 2.42% (prorated) 0 78,879* (78,879)|Omission
Total Salary $140,785,285| $38,682,823| $183,001,246| $191,969,819 $(8,368,572)

Benefits and Other

Incentive Awards/Special

Pay/Student Loan ° i 1,600,000 1,600,000 v

Specialty Assignment Pay 600,000 0|BOC Salary
Metro Transit Subsidy 315,000 315,000 0

Workers Compensation 3,500,000 3,500,000 0

2011 Benefits 62,220,424 62,220,424 0

Benefits Rate higher than Actual 0 (5,673,039) 5,673,039

Incorrect FTEs assumption — Benefits 621,512 (621,512)|Miscalculation
Overtime Benefits (1201) 2,036,556| (2,036,556)|0Omission
Benefits for Salary Left out 2,031,123| (2,031,123)|Omission
Benefits to Former Employees (1303) 191,000 (191,000)|Omission
Total Benefits and Other 68,635,424 66,842,576 792,848

Overtime 29,093,661 29,093,661 0

Total Overtime 137,742,162 29,093,661 29,093,661 0

TOTAL $280,330,331| $287,906,056| $(7,575,724)

Source: USCPLIB #444055-v7, FY 2011 Salary Projection (COLA @ 1.6 percent as of 12/3/09). OIG analysis and recalculations
OIG cormected items that are italicized. Numbers may not add due to rounding.
*$78.879 was COLA calculated for differential, Iomp sum payments, holiday pay and hazardous pay omitted from the salary,
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Miscalculations

Miscalculations in the original FY 2011 submission contributed to a shortfall i salary and
benefits. We compared our calculation of FY 2011 salary and benefits to the USCP submission
and noted differences totaling $133,963 for two components as shown in Table 11. The current
budget officer could not explain the calculations in the original submission and stated he was not
involved in the FY 2011 original submission.

Table 11 — FY 2011 Salary and Benefit Miscalculations

USCP oIG
Submission Calculation Difference
New Sworn (swom-prorated in classes of 48) $1.684.985 $1.684.478 $507"
New Civilian 3 645,550 $512,094 133.456°
Total $133.963 |

Source: OIG generated based on recalculations of USCP FY 2011 January 2010 Budget. Numbers may not add due to rounding

We also noted there was still confusion over FTEs and positions during the formulation of the
FY 2011 budget submission. For FY 2011, the Department requested 1,852 FTEs for sworn and
455 FTEs for civilian. However, the Department did not request sufficient funding to support
these 2,307 FTEs. The Department applied 1,834 FTEs in its calculation of swomn salary, which
are 18 less than the requested 1,852 FTEs, and applied 450 FTEs in the calculation of civilian
salary, which are 5 less than the requested 455 FTEs. As a result, the Department calculated for
23 less FTEs resulting in a difference of $(2,471,954), including $(1,827,975) of salary,
$(22,467) of COLA increase, and $(621,512) of benefits (34%). For miscalculations, the net
impact to the FY 2011 salary budget is $(2,337,991) as shown below in Table 12.

Table 12 —Miscalculation Impact to FY 2011 Salary Budget

Deficiency Amount
Miscalculation of Salary and Benefit $133.963
Incorrect FTEs calculation (2.471.954)
Total $(2.337.991)

Source: OIG generated. Numbers may not add due to roundmng
Omissions

OMB Circular No. A-11 Section 83.6 states the major object class consists of object classes 11
(personnel compensation), 12 (personnel benefits), and 13 (benefits for former employees).
However, OIG noted that the Department neglected to include these specific BOCs m its FY
2011 submission, contributing to a shortfall in salary and benefits. Based on our review of the
FY 2011 submission and confirmed by the USCP personuel during interviews, the Department
left out base salary and benefits as shown in Table 16. We compared the FY 2010 payroll

7 The difference was a nistake when entering the amount fiom one cell to another is Excel, probably the use of a hard number rather than a

formula.

® per USCP FY 2011 Salary Projections (COLA @ 1.6 Percent-as of 12/3/09), civilian aitrition and new civilian accessions based on one-haif

year @ Dept average salary (FY 2010 avg. w prorated AD.) Therefore, 12 new civilian should be $512,094 = $85,349 x 12 x 50% (half year).
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projection with YTD Actual to the FY 2009 actual and found that the total of BOC 1160 to BOC
1187 increased 7 percent. Therefore, we projected the amounts for BOC 1160 to BOC 1187 in
FY 2011 to be FY 2010 amounts plus a 7 percent increase. We determined that the BOCs left
out from the base salary and benefits would result in an additional estimated amount of
$10,910,772. See Table 13 below for breakout.

Table 13 — FY 2011 Omitted Salary and Benefits

BOC Description Amount
1160 Night Differential $3.022.769
1163 Sunday Differential 642,048
1164 Night and Sunday Differential 1,024,889
1180 Holiday Pay 1,046,739
1183 Lump Sum Terminal Leave 678.385
1187 Hazardous Duty Pay 158,384
COLA 1.6% (prorated) 78.879
Total Salary $6,652,093
1201 Overtime Benefits (FICA — Agency
Contribution) 2.036.556
Benefits for Salary Left Out (30.9%) 2,031,123
1303 Benefits to former employees 191,000
Total Benefits $4,258,679
Total $10,910,772

Source: USCPLIB #444055-~v7, FY 2011 Salary Projection (COLA @1.6 percent as of 12/3/09).
OIG analysis and recalculations. Nombers may not add dus to rounding.

The benefits factor applied to the FY 2011 salary was 34%. The actual benefits factor in FY
2008, FY 2009 and FY 2010 (actual through PP 08 and projection) is 29.16%, 29% and 30.3%,
respectively. We determined the benefit rate to be 30.9% (30.3% in FY 2010 + 0.6% FERS
increase) in FY 2011 because the agency contribution for FERS increased 0.6% per Public Law
111-84. Because the benefit rate for budget is higher than the actual benefit factor, USCP has a
cushion of $5,673,039 from the higher benefit rate (34% - 30.9%) to cover a portion of the
miscalculation of $(2,337,991) and omissions of $(10,910,772) in the FY 2011 budget
submission, therefore, the FY 2011 budget submission resulted in a net shortage of $(7,575,724)

as shown in Table 14.

Table 14 — Net Impact of Miscalculations and Omissions to FY 2011 Budget

Amount
Miscalculation $(2.337.991)
Omissions (10.910,772)
Offset from Higher Benefit Rate 5.673.039
Total $(7.575.724)

Source: OIG Gencrated based on apalysis and recalculations. Numbers may not add due to rounding.
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Other Factors

Furthermore, other factors not known at formulation contributed to the budget shortfall. We
reviewed the FY 2011 payroll projection and analyzed the impact of changes to the original
submission of FY 2011 salary and benefits and determined the following:

1.

COLA decreased from 1.6% to 1.4%: USCP adjusted the COLA from 1.6% to 1.4%: thus the FY
2011 salary and benefits was over by $360,914.

Increase in FY 2011 Average Salary: USCP applied the average salary in FY 2011 salary
budget submission and applied $1,327,403 for 2010 COLA: however, the average salary for
sworn is lower than the one applied in the original FY 2011 payroll projection. For details see
below. Extrapolating the average salary increase to all swom and civilian FTEs, the impact to the
salary and benefits is $(211,913). The difference in FY 2011 average salary is shown in Table
15.

Table 15 — Difference in FY 2011 Average Salary

Sworn Civilian
Budget (average salary per Dec
2009 NFC report*) 77,366 85,349
Applied FY 2010 COLA 79,238 87,414
Revised Budget (FY 2011
Payroil Projections March
2010) 79,455 86,946
Difference (217) 468

Source: OIG generated. Numbers may not add due to rounding

*USCP FY 2011 Salary Projections (COLA @ 1.6 Percent-as of 12/3/09) showed that
average salary for civilian and swomn is $84,446 and $77,131 per Nov 2009 NFC report;
however, USCP used $85,349 and $77,366 per Dec 2009 NFC report {(prorated AD) in
the calcnlation of hase salary.

Attrition: In its original budget submission, USCP projected a total of 168 atirition, 121 for
sworn and 47 for civilian. The FY 2011 attrition then decreased to 80 for swom and 40 for
civilian. Of 80 sworn attritions, only 20 are mandatory retirement. The salary give back for 168
sworn positions was budgeted for half year. USCP budgeted $(4.666.426) for 60.5 swom FTEs
and $(1.984.481) for 23.5 civilian FTEs. The impact to the FY 2011 safary budget is between
$(1.947.702) (including $(1.487.931) salary and $(459.771) benefits) and $(7.457,938) (including
$(5.697.447) salary and $(1,760,511) benefits) depending on the actual attrition in FY 2011.

Overtime: USCP decreased the budget for overtime from $29.093,661 in the original submission
to $29,059,784 ($27.250,155 w/o benefit and $1,809,629° w/o benefits) in the revised
subinission. The impact of this change is $36.418 including benefits.

The net impact to the FY 2011 salary budget due to other factors is between $(1,762,283) using
projected attrition and $(7,272,539) accounting for only mandatory retirement as shown in Table

16.

? Per Payroll FY 11 Projection 3-1-10 Final Rev1.xls, AOC Dome Project/R Tunnel related OT (with benefits) is
$1.945.351 = $1.809.629*1.075.
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Table 16 - Im_Jpacl fo FY 2011 Salary Budget

Amount
COLA change from 1.6 to 1.4 $360.914
Average Salary Increase (211.913)
Overtime Changes 36.418
Attrition (Projected 120) (1,947,702)
Total (Projel’t@d Amﬂﬂn) S(_l 762 283)
Total (Mandatory Refirement) $(7,272,539)

Source: OIG generated from analysis and recalculations
Numbers may not add due to rounding.

Conclusions

The Department’s FY 2011 budget submission was inaccurate due to miscalculations, omissions,
and other factors. We project the FY 2011 salary and benefits budget shortfall to be between
$£9.338,007 and $14,848,263 depending on the actual attrition in FY 2011 and Department cost-
cutting measures as sumimarnzed in Table 17.

Table 17 - Impact to FY 2011 Salary Budget

Amount
Miscalculation $(2.337.991)
Omissions (10.910.772)
Offset from Higher Benefif Rate 5.673.039
Net of Other Factors (Projected Attrition) (1.762,283)
Toial Badget Shortfall $ (9,338,007)
Net of Other Factors (Mandatory Retirement) (7.272.539)
Total Budget Shortfall $(14,848,263)
Source; OIG generated from recalculations. Numbers may not add due to rounding.

Numbers may not add due to ronnding.

Additionally, the Department did not document its procedures, methodology, and assumptions
used in preparing the original or revised submissions and OFM staff had a difficult time
explaining what was behind the numbers to the Board’s financial panel, as weil as to OIG during
this audit.

Review of Amended FY 2011 Payroll Projection (submitted on March 2, 2010)

The current budget officer and the Acting OFM Director created an amended FY 2011 Payroll
projection showing an FY 2011 budget shortfall of $9,451,463. However, OIG noted the
following deficiencies and differences:
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1. The FTEs for salary in FY 2011 is based on 2.248 (1,824 swomn and 424 for civilian), which is
less than the budget request of 2,307 (1,852 for sworn and 455 for civilian). The financial impact
1s $5,519.778 less than what is needed for the FTE level of 2,307 as shown in Table 18.

Table 18 — FY 2011 Revised Projection FTEs Difference

Sworn Civilian Total

FY 2011 Revised Projection FTEs" 1.824 424 2.248
FY 2011 FTEs Request'' 1.852 455 2.307
Difference (28) (31) (59)
Average Salary $54.338* $86.946

Impact to Salary (4.216.790)
Impact to Benefits (30.9%) (1.302.988)
Total $(5,519,778)

Source: OIG generated from recalculations. Numbers may not add due to rounding.
*OIG applied the new recruit salary for swom in the calculaton

2. Incorrect calculation for 12 new civilian hires and 52 new sworn hires on the revised FY 2011
payroll projection caused the revised submission to be over-budget for salary by $570.028. The
Department used the same budget amount for 12 new civilian and 52 new sworn on the original
submission without checking the formula or verifying the calculation. In addition, USCP used
the 34% benefits rate in the original submission, not the 32% benefits rate applied in the revised
payroll projection.

3. USCP budgeted for the Employee Indebtedness (BOC 1105) $25,000; we did not include this
BOC in our projection because this BOC is an immaterial amount and actual amounts in FY 2009
and FY 2010 (through PP02) are $7,101 and $4.845. respectively.

4. The Department budgeted NFC Check Reissue (BOC 1195) for $15,032; as stated before, this
BOC should NOT be budgeted because the actual amounts in FY 2009 and FY 2010 (through
PP02) are credit amounts, which were negative $4,599 and $2,169. respectively.

5. USCP budgeted for the Limited Payability Credit (BOC 1198) for $132,583; we did not include
this BOC in our projection because personnel compensation covers object classes 11.1 through
11.8 per OMB A-11.

6. The Department included a potential saving of $1,032.915 from 10 sworn on average on extended
absence section. We did not include this in our projection because we did not find such potential
saving in FY 2010 budget.

7. The Department applied a worst case scenario in estimating attrition and ouly accounted for
mandatory retirement. We also noted that the attrition decreased $7.5 million from the original
submission to the revised submission. The attntion rate decreased significantly in FY 2010 but
there were 60 attritions as of PP 06 in FY2010 (half year). Thus. accounting for only 20

1 FTEs are based on Payroll FY 11 Projection 3-1-10 Final Revl xls
' FTEs are based on FY11 Revised Submission (March 2010), page 10, FTEs level will grow to 1,852 far swom and 455 for civiliass for a total
of 2.307.
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mandatory attritions in FY 2011 does not seem reasonable or the best practice, which will most
likely result in 2 salary lag. Although, according to staff, during the development of the
resubmission of the FY 2011, the Board and the Department decided to “stick” with only
mandatory attrition, so that the worst case scenario was demonstrated. Additionally during
briefings to the Comumittees on the shortfall issues, it was suggested to the Department to ook at
worst case, so we did not replicate the shortfail.

Furthermore, we noted that the procedures, methodology, and assumptions used in preparing the
revised submission were not documented. We also noted that there was no quality assurance of
the budget for accuracy. As stated before, although, the Board appointed a financial panel to
review the budget revision, panel members, interviewed for this andit, characterized the review
as a limited scope review for reasonableness.

Conclusions

Overall, mandatory retirement only, OIG’s projection for FY 2011 budget shortfall is
$14,848,263, which is $5,396,800 more than the Department’s revised projection of $9,451,463
as shown in Table 19.

OIG understands the Board’s and Committees’ guidance related to the worst case scenario in
using only mandatory retirement for attrition; however, the $7.5 million budget increase due to
an adjustment to atfrition may not be reasonable in developing a revised budget to justify what
the Department actually needs and will most likely result in a salary lag.

Table 19 - FY 2011 Payroll Projection Comparison

Audit of USCP Budget Formulation Process

Amount
OIG FY 2011 Payroll Projection $(14.848.263)
USCP FY 2011 Payroll Projection $ (9.451.463)
Difference $(5,396,800)

Incorrect FTEs calculation

$(5.519.778)

Incorrect calculation of New Hires $570.027

Employee Indebtedness (BOC 1105) $25.000

NFC Check Reissue (BOC 1193) $15.032
Limited Payability Credit (BOC 1198) $132.583
Potential Saving from EAS $(1.032.915)
Difference in Mandatory Retirement Estimate $344.009
Different Projection Methods * $69 242
Total 53

Source: OIG generated from analysis. *Due to different projection methods in developing the payroll
Projection, USCP projected the FY 2010 payroll based on actual payroli through PP 02 and projected
payroll from PP 03 to PP 20. OIG projected the FY 2010 payroll using the FY 2010 enacted salary
budget and adjusted it to correct for mistakes and factors or assumptions changed during the FY 2010,

Numbers may aot add due to rounding.
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Furthermore, as stated before, the Department did not document the procedures, methodology,
and assumptions used in preparing any of its revised submissions and there was no quality
assurance of any of the budget submission for accuracy. As stated before, the Capitol Police
Board appointed a financial panel to review the budget revision. However, panel members
interviewed for this audit characterized the review as a limited scope review for reasonableness
and described Department personnel struggling to explain what was behind the numbers as well
as OIG did during this audit.

OIG benchmarked the USCP budget formulation process against similar operations to determine
best practices. We interviewed other Federal agencies’ budget officials to determine best
practices and benchmarking of staff requirements. About half of those agencies interviewed
used a decentralized approach in formulating salaries and benefits. For example, the Pentagon
Force Protection Agency utilizes their Bureaus and Offices to formulate its salaries and benefits
budget. The budget office then checks the accuracy of the calculations and rolls up the data into
the budget by cost center. Guidance is provided during the annual budget call and a template is
provided to assist in the salary and benefit calculation.

A decentralized approach provides a genuine opportunity to reduce the Department’s
vulnerability of preparing incorrect salary budgets; incorporates checks and balances as well as
integration of strategic goals and performance measurements; and training of employees in the
budget formulation process. As stated before, the Department uses this type of approach in
formulating its general expense budget. Furthermore, this will place the Department on a course
toward accountability and transparency that the Chief, the Board, Congress, and the public
expect and deserve. One of the most immediate problems facing the USCP is their need to
address a considerable lack of confidence in their ability to build and formulate an FY 2012
budget request. Thus, OIG is making the following recommendations.

Recommendation 7: We recommend that the United States Capitol Police ensure that
Bureau and Office units, in accordance with clear and definitive guidance, provide
and/or review position/FTEs input information (numbers and levels of staff and
timing for new additions) and review draft budget to ensure that unit inputs are
incorporated into the draft budget.

Recommendation 8: We recommend that the United States Capitol Police take action
to formally integrate the Investment Review Board and Executive Management
Team into the review and approval process for the salary and benefit components of
the draft budget request (in addition to their existing role in reviewing and
approving the general expense component of the draft budget request) to enhance
the accountability and quality assurance of the review and approval process.
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Potential Shortfall in the Radio Modernization Project

Although, OIG’s scope did not include general expenses, our review of documents and
interviews showed there is also a potential funding shortfall in the radio modernization project
budget estimate. According to GAO Cost Estimating and Assessment Guide, Best Practices for
Developing and Managing Capital Program Costs:

It is reasonable to expect the unit costs decrease not only as more units are produced but also as the
production rate increases. This theory accounts for cost reductions that are achieved through economies
of scale....Conversely, if the number of quantities to be produced decreases, then unit costs can be
expected to increase. Because certain fixed costs have to be spread over fewer units. At times, an
increase in production rate does not result in reduced costs....

Accordingly, GAO (GAO-05-183, Sensitivity Analysis, form Defense Acquisitions) found that
analysts often factored in savings based on expected efficiencies that never materialized.

We noted that the $16 million'? indoor coverage estimate, which was requested in the
Department’s FY 2011 budget submission and most recently submitted to OMB for inclusion in
an emergency supplemental funding bill, was based on 32 percent vendor discount from vendor
list price for economies of scale. No vendor discounts have been realized to date as NAVAIR
has not issued the request for proposals for solicitation. Thus, OIG projects that a minimum of
$7 million dollars will be needed if the discounts are not realized.

This funding request for $16 million also did not include the NAVAIR labor costs associated
with the DAS installation and the AoC’s building infrastructure site costs to support the DAS
installation or the Department’s insider fiber costs, both of which have funding estimates that are
higher than originally anticipated.

In March 2010, the Chief appointed an Executive Sponsor. Prior to that, the CAO was
responsible for this project. The Department subsequently discovered the appropriation for
contingencies of the radio project may have been allocated for expenditure in the absence of
sufficient and accurate estimates. “It appears prior to the change in Executive Sponsorship, the
project management did not track changes between estimates, which supported the appropriation
and the actual radio project expenditures.”

At the direction of the Chief, the new Executive Sponsor has executed a Radio Modernization
Project Charter, which provides detail for the roles and responsibilities of the Department, AoC,
and NAVAIR. Prior to requesting additional funding to replenish contingency funds to meet
projected cost overruns, the Department plans to conduct an internal project requirements and
scope review with NAVAIR in order to identify potential project savings from the use of new
technology, as well as grade of service, coverage, and “up time” needs vs. requirements. Actual

12 According to the Department’s comments on the draft report, the $16 million for indoor coverage estimate was
requested as a component of the total radio modernization project of $97.6 million.
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costs for the major NAVAIR procurements will not be known until responses to the requests for
proposal are received from vendors.

Conclusions

Our review of documents and interviews showed there is also a potential funding shortfall in the
radio modernization project budget estimate. We noted that the $16 million indoor coverage
estimate, which was requested in the Department’s FY 2011 budget submission and most
recently submitted to OMB for inclusion in an emergency supplemental funding bill, was based
on 32 percent vendor discount from vendor list price for economies of scale. Thus, OIG projects
that a minimum of $7 million will be needed if the discounts are not realized. Additionally, this
FY 2011 request for $16 million did not include the NAVAIR labor costs associated with the
DAS installation and AoC’s building infrastructure site costs to support the DAS installation or
the Department’s insider fiber costs, both of which have funding estimates that are higher than
originally anticipated. The Department is conducting an internal project requirements and scope
review with NAVAIR. Thus, OIG is not making a recommendation at this time.

OTHER MATTERS

Other matters came to our attention during fieldwork, which involved behavior that was
considered either deficient or improper when compared with behavior established that a prudent
person would consider reasonable and necessary business practice when given the facts and
circumstances. Instances occurred in which Department staff delayed responses and in some
cases did not know or could not locate documents supporting the numbers behind budget totals.
Necessary calculations were not located in central files. Electronic spreadsheets did not always
have formulas on how data was formulated, or when, or by whom. Two employees directly
involved in the FY 2010 and 2011 budget formulation were placed on administrative leave by
the CAQ shortly before the audit. The remaining key administrative staff divested responsibility
for any involvement in the budget formulation process. While most staff were responsive and
cooperative with the OIG’s requests, several key staff members were not. Our audit brought to
light serious and pervasive issues in the administrative management of the Department. There
was insufficient oversight over the budget formulation process by the Office of Administration
leadership and the Department did not have adequate systems in place to protect the Department.
To the degree the Department had these systems in place; they were not always followed, and, in
one significant case, circumvented.

Through interviews, review of emails and source documents, and analysis of testimony, we
found indicators that individuals should have known there were serious problems with the FY
2010 and 2011 earlier than February 2010. In fact, in March 2009, Appropriation staff pointed
out that the Department salaries did not “appear” accurate. In fact, one staffer stated the
“Salaries and benefits were 81.1 percent of the budget in FY 2009 and 65.5 percent in FY 2010.”
In May 2009, OFM and the CAO knew that they had omitted specific BOCs and requested a 34
percent benefit rate to cover these omissions. This is confirmed by an email and by the
Department receiving a higher benefit rate to cover these omissions. Furthermore, OIG
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identified potential conflicting statements, procurement, time and attendance, pay, and ethical
issues, which Audits referred to OIG Investigation for review and final disposition.
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Appendix A
Page 1 of 2

SUMMARY OF RECOMMENDATIONS

Recommendation 1: We recommend the United States Capitol Police immediately
establish a formal budget formulation and allocation process that links all costs to its
mission, goals, and objectives within its strategic and human capital plans. This process
should include written policies and procedures delineating each office’s roles and
responsibilities to include specific methodology, sources of data, and records management
for calculating personnel compensation and benefits, as well as general expenses. This will
provide formal representation of the USCP’s plan for accomplishing stated goals and
objectives, more effective budget submissions, set priorities for the allocation of limited
resources, and help define clear lines of accountability for those resources.

Recommendation 2;: We recommend that the United States Capitol Police ensure that the
Force Development Process is fully implemented during the annual budget formulation
process. Further, establish a mechanism to review specific programs each year, evaluating
their effectiveness, efficiency, and how they contribute to achieving a specific strategic
goal(s). This would place a greater emphasis on examining programs and resource needs
at the Investment Review Board/Executive Management Team and Executive Team levels.

Recommendation 3: We recommend that the United States Capitol Police immediately
consult with Congressional stakeholders to determine the format for future budget
submissions that would be useful and meet stakeholder needs.

Recommendation 4: We recommend the United States Capitol Police immediately reinstate
the funds availability control. Further, USCP should implement and document processes,
procedures, and controls to identify and help ensure that key funds control personnel,
including funds certifying officials, are properly trained so that they can fulfill their
responsibilities to prevent, identify, and report potential Antideficiency Act violations.

Recommendation 5: We recommend that the Chief of Police evaluate whether the
Department has the appropriate leadership and management within the Office of
Administration with the necessary skill-sets to perform the financial management activities
of the Department and whether assistance is needed to sustain its administrative
operations. Additionally, the Chief should evaluate whether the financial management
weaknesses identified by the GAO and OIG and previously thought to be closed have
recurred as demonstrated by the current audit.
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Appendix A
Page 2 of 2

SUMMARY OF RECOMMENDATIONS (Continued)

Recommendation 6: We recommend that the United States Capitol Police ensure that skill
needs are continually assessed and that the organization is able to obtain a workforce that
has the required skills that match those necessary to achieve organizational goals. Training
should be aimed at developing and retaining employee skill levels to meet changing
organizational needs. Qualified and continuous supervision should be provided to ensure
that internal control objectives are achieved. Performance evaluation and feedback,
supplemented by an effective reward system, should be designed to help employees
understand the connection between their performance and the organization’s success. As a
part of its human capital planning, management should also consider how best to retain
valuable employees, plan for their eventual succession, and ensure continuity of operations.

Recommendation 7: We recommend that the United States Capitol Police ensure that
Bureau and Office units, in accordance with clear and definitive guidance, provide and/or
review position/FTEs input information (numbers and levels of staff and timing for new
additions) and review draft budget to ensure that unit inputs are incorporated into the draft
budget.

Recommendation 8: We recommend that the United States Capitol Police take action to
formally integrate the Investment Review Board and Executive Management Team into the
review and approval process for the salary and benefit components of the draft budget
request (in addition to their existing role in reviewing and approving the general expense
component of the draft budget request) to enhance the accountability and quality
assurance of the review and approval precess.
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DEPARTMENT RESPONSE
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UNITED STATES CAPITOL POLICE
OFFICE OFTHE CHIEF
119 D STREEY, NE
WASHINGTON, DC 20510-T218

June 1, 2010

COP 100579
MEMORANDUM

TO: Mr. Carl W, Hoecker
Inspector General

FROM: Phillip D. Morse, Sr.
Chief of Police

SUBJECT: Response to OIG draft report on its Audit of USCP Budget Formulation Process
{Report No. OIG-2010-03).

The purpose of this memorandum is to provide the United States Capitol Police response to the
recommendations contained within the Office of the Inspector General’s {O1G’s) draft report
Audit of USCP Budget Fornudation Process (Report No. O1G-2010-03).

These responses are provided to the best of our ability based on our limited knowledge of the
information provided by the respondents during the audit. Should the Inspector General have
verified and validated information which effects the Department’s responses 1o these
recommendations, we will gladly review and revise our responses, if appropriate. Additional
comments on the draft audit report will be provided under separate cover.

Of note, it is the Department’s policy 1o refrain from including information or references to
investigatory matters that might implicate, allege or make refercnces to wrong doing in
documents intended for distribution, in order to protect the due process rights of the individuals
involved until such fime as the investigalive findings are documented and reported. Therefore,
we would ask that a single reference be placed in the report and that all other references be
removed to protect the due process rights of the individuals involved. (Suggested investigatory
reference is “As required by Governmment Auditing Standards, any matters identified as deficient
or improper during the audit were referred to the Assistant Inspector General for Investigation.™)

Recommendation 1t #e recommend the United States Capitol Police immediaiely establish a
Jormal budger formulation and allocation process that inks all costs 1o ifs mission, goals, and
obfectives within its strategic and linnan capital plans. This process should include written
policies and procedures delineating each office 's roles und vesponsibilities to include specific
methodology, sources of data, and records management for calculating personnel compensation
and benefits, as well as general expenses. This will pravide formal representation of the USCP's
plan for accomplishing stated goals and objectives, more effective budget submissions, set
priovities for the allocation of limited resources and help define clear lines of acecountability for
those resources.

Nationally Accredited by the Commigsion ar Acsreditation for Law Enforcement Agencies. ne.
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Appendix B
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Department Response (Continued)

USCP Response: The Department generally agrees with this recommendation. In an
effort to formalize the Department’s budget formulation and atlocation processes which
are linked to our strategic and human capital plans, the Department is eurrently
developing in an incremental manner the necessary standard operating procedures
governing the processes, roles and responsibilities for the formulation of the annual
budget request, as well as for the overall allocation and execution of the budget. As you

"know, the Department has acquired new software to use in our budget formulation and
execution and the Offiee of Financial Management will begin deploying it as personnel
and resources become available for training, testing, and validation.

Recommendation 2: W recommend that the United States Capitol Police ensure that the
Force Development Process is fully implemented during the annual budget formulation process.
Further establish a mechanism to review specific programs each year, evaluating their
effectiveness, efficiency, and how thay contribute to achieving a specific strategic goalfs). This
would place a greater emphasis on examining programs and resource needs at the Investment
Review Board/Executive Management Team and Executive Team levels.

USCP Response: The Department gencrally agrees with this recommendation for the
review of specific programs, in order to evaluate their effectiveness, efficiency, and
contribution to achieving our strategic goals ag well as for greater involvement by the
IRB, the EMT and the ET in the overall budget review process. As a part of the
Department’s efforts to implement Recommendation 1, the Department will ensure that
the Force Development Process is implanted and utilized annuaily in the development of
our budget request. For the FY 2012 budget process, the Department plans to utilize a
process based approach for the evaluation of program effectiveness, efficiency, and
contribution to the Department’s strategic and human eapital goals and objectives.
Further, the Department plans to follow the principles of GPRA, to include the issuance
of a Performance Accountability Report Through our Investment Review Board’s annual
environmental assessment, specific programs will be identified for this evaluation
process,

The Department does not however agree with the total decentralization of the formulation
of the Salaries and Benefits portion of the USCP buwget, as it has the potential to cause
more extensive errors and an undo burden on operational commanders, as well as
requiring significantly increased training, controls, and oversight of each unit’s
submissions and updates which the Budget Division does not have the resources to do.
The Department will examine ways to work collaboratively with bureaus and offices in
the development of the Salaries and Benefits portion of the budget to ensure greater
¢ontrols and oversight of the budget formulation process without creating control
weaknesses.

Recommendation 3: We recomunend that the United States Capitol Police immediately consult
with Congressional stakeholders to determine the format for future budget submissions that
would be useful and meet stakeholder needs.

USCP Response: The Department generally agrees with this recommendation.
Following the issuance of the Inspector General’s audit report, the Department plans to
comsult with its stakeholders to identify a unified method for the development and
presentation of our annual budget request. This unified method will be institutionalized
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Department Response (Continued)

into our standard operating procedures and verified annually to confirm the stakeholder’s
agreement based on current circumstances.

As you know, stakeholders change and do not always agree on a single format that is most
useful to all of their individual needs from one year to the next. Consequently, we strive to
safisfy as many of their needs as possible with the budget submission format.

Recommendation 4: We recommend the United States Capitol Police immediately reinstate the
Sunds availability control. Further, USCP should implement and document processes,
procedures, and controls to identify and help ensure that key funds control personnel, including
Junds certifying officials, are properly trained so that they can fulfill their responsibilities to
prevent, identifi, and report potential Antideficiency Act violations.

USCP Response: The Department agrees that funds availability controls are important
and that it has these controls in place. While the processes are not formally documented,
they are followed and do provide for the funds control recommended by the Inspector
General.

In April 2010, following the identification of our recent salaries shortfall, the Depariment
implemented a funds availability control refated to civilian hiring, career ladder
promotions and reclassifications. This control is designed to determine the salary and
benefits funding made available from the salaries base as a result of each civilian
departure. The cumulative total of the available funding from departing civilians is
tracked, so that critical civilian hiring may be made against thosc funds. For cach

critical civilian position that the Department wishes to kire, the salary and benefits impact
of the hiring action is calculated to determine the impact to our salaries funding. The
hiring action funding impacts are then balanced against the available funding from
departing civilians to ensure thet we have sufficient funding from within the base to
support the ¢ritical hiring action prior to finalizing the hiring action. Additionally, career
ladder promotions and reclassification actions are also intended to be balanced against
available funding from within the base.

Per the Chief Administrative Officer, who serves as the Department’s certifying officer;
the fimtds availability control referenced in the draft report was not effective and in fact
was inconsistent with cffective and efficient operation of our financial management
activities. Consequently, this control was eliminated. Therefore, we do not believe that
we need to reinstate the control of having our Budget Officer sign off that funds are
available when we have and had other mitigating controls that achieve the same
objective.

However, the CAO believes that the bi-weekly fimds availability certification reports
which she signs related to payroll processing and the Office of Financial Management’s
funds execution validation through the bi-weelkdy salaries projection, as well as the process
for funds availability related to eivilian hiring mentioned above, provide for more efficient
and effective funds availability control and oversight. Furthermore, the CAO believes that
the effectiveness of these mitigating controls as well as other confrels in place in ali aspects
of our financial menagement processes are evidenced by the significant decrease in
Departmental reprogramming requests in the past fiscal year.
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Department Response (Continued)

The Department plans to fully document these processes, pracedures, and controls to
ensure they are followed. Before formalizing these processes the Department will
evaluate government best practices in this area and may amend our procedures, if
necessary. Furthermore, the Department will ensure that financial management and
funds control personnel receive and understand these documented processes and their
responsibility in complying with them, in order to prevent, identify and report potential
Antideficiency Act violations.

Recommendation 5: We recommend that the Chief of Police evaluate wheiker the Department
has the appropriate leadership and management within the Office of Administration with the
necessary skill-sets to pexform the financial management activities of the Department.
Additionally, the Chief should evaluate whether the financial management weaknesses identified
by the GAQ and OIG and previously thought to be closed have reoceurred as demonstrated by
the current audit,

USCP Response: The Department generally agrees that continual workforce
assessments should be accomplished to provide assurance that the appropriate leadership
anid management within the Office of Administration with the necessary skitl-sets to
perform our financial management activities are in place. We believe that we can and do
evaluate each position according to our current structure upon the advertissment and
hiring for the position to assure that the position requires the requisite level of
knowledge, skills and abilities to perform the specific positional duties. Additionally, the
candidates for vacant civilian positions are evaluated against the identified and
documented knowledge, skills and abilities. However, the Department believes that to
further strengthen our existing processes, we must undertake several additional steps.

First, we believe that we must evaluate the current structure of the Office of
Administration against the mission support functions it provides and implement revisions
and enhancements if necessary. Second, following this evaluation, we believe we must
undertake a comprehensive civilian staffing assessment to determine the knowledge skills
and abilities necessary to perform the documented functions. This may be accomplished
by either finishing the work started in the most recent Grant Thornton evaluation of our
financial management activities or nndertaking a new study to demonstrate if we have the
appropriate structure, management and supervision necessary to perform the
responsibilities of the necegsary positions. We also believe that in order for the
Department to be competitive in recruiting and retaining civilian positions to perform
critical mission support functions, we will need to work with our stakeholders to address
the cutrent pay structure and line of succession staffing. Recently, while trying to recruit
best qualified candidates for civilian leadership positions, the Depariment was unable to
be competitive with other federal entities as a result of the pay structure limitations.

Recommendation 6: We recommend that the Unired States Capitol Police ensure that skill needs
are continually assessed and the organization is able to obtain a worlforce that has the required
skills that maich those necessary to achieve orgomizational goals. Training should be aimed at
developing and retaining employee siill levels to meet changing organizational needs. Qualified
and confinuous supervisian should be provided to ensure that tmternal control objectives are
achieved. Performance evaluation and feedback, supplemented by an effective reward system,
should be designed to help employees understand the connection between their performance and
the organization’s success. As a part of its kuman capital planning, maragement showld also
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consider how best 1o retaint valuable employees, plan for their eventual succession, and ensure
continuity of operations.

USCP Responsc: We generally agree and belicve that this is already being accomplished
through our strategic human capital planning process.

Recommendation 7: We recommend that the United States Capitol Police ensure that Bureau
and Office units, in accordance with clear and definitive guidonce, provide position/FTE input
information (numbers and levels qf staff und timing for new additions) and review drafi budgets
to ensure that unit inputs are Incorporaied into the draft budgets.

USCP Response: We generally agree and currently do this with our general expense
budget formulation procedures. We will develop procedures to incorporate the
involvement of our Burean and Qffice units in the formulation of our Salaries budget, as
well as the review of the draft budget submission prior to its presentation.

Reconvmendation 8: We recommend that the United States Capiiol Police tuke action to
Jormally integrate the Investment Review Board and Executive Management Team into the
review and approval process for the salary and benefit components of the draft budge! request
{in addition to their existing role in reviewing and approving the general expense component of
the drajt budget request) to enhance the accountability and guality assurance of the review and
upproval process.

USCP Response: We generally agree and currently do this with our general expense
draft budget review processes. We will develop procedures to integrate the review and
approval of the Investment Review Board and the EMT in the salary and benefit
components of the draft budget request.

Thank you for the opportunity to respond to the OIG’s draft report. We will be available to meet
and discuss any changes to your report that you make as a resuit of the Department’s comments..

Very respectfully,

et

Phillip D. Morse, Sr.
Chiet' of Police

Attachments

cc: Chief Administrative Officer
Assistant Chief of Police
USCP Audit Liaison
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TO: Carl Hoeeker
Inspector General % g
FROM: Phillip D). Morse, Sr. bt}

Chief of Police

SUBJECT: Respense to OIG draft report on its Audit of USCP Budget Formulation Process
(Report No. O1G-2010-03),

The purpose of this memorandurn is to provide the United States Capitol Police comments on
the Office of the Inspector General's (OIG's) draft report Audit of USCP Budget Formulation
Process {Report No. O1G-2010-03),

Afler meeling to review the audit findings and recommendations in the deaft report, the
Executive Team would like to provide a list of comments/concemns for your consideration. Prior
o issuing the final audit report, the Executive Teom would sppreciate mocting with the Qffice of
the Inspector General to discuss these commenta/concems, so we may have o better
undersianding of the context in which they were provided within the draft report.

Please find below a list of comments/concems:

»  Comment Provided By the CA() - Page 2. “Contrary to the Chiefs vision, the
Department’s administralive management has failed to establish a strong “tone at the top”™
by nilowing inadequate financial management wenknesses to persist which have existed
for years and by neglecting to hold individuals accountable for implementation of the
recommendations pertaining to those weaknesses.” The current CAQ has focused most
of her altention on improving the financial management of the Department - from
aggressively hiring highly qualified and expericnced civilian staff (as referenced on page
27 of the draft report) to holding weekly meetings with senior administrative office
managers where each office is required to report reguiarly on their individual oflice
business plans, internal controls practices, and audit recommendation corrective actions.

s Comment Provided By the CAO - Papge 2. “OIGs projection for FY 2011 is $5,396,800
more than the Department™s amended budget submission. This difference is primarily
because the Diepartment miscalculated jis number of FTEs. O1G believes the
Bepartment’s FY 2011 smended budpet submission is not reasonable and may not be
sufficient.” Nased on standard budgeting principles, the new sworn positions requested
are for one half year and are calculsted hased on ciass schedules to coincide with the half

iy Accracited By the Commeamn o0 AcCrechianon for | s Enforoorment Agors
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year time-frame, Similarly, the 12 civilian positions requested are alzo budgeted for one
huif year at the actur] grades they ave expected to be recuited. These are stated clearly in
the budget justifications that wece provided to the OIG during jte andit. Also, in
formulating the March 2010 resubmission, the calculations of 50 civilians and 4 sworn on
ahalf year basis was based on a Board/Mansgement decigion to fumd those positions in
that ruarner. Therefore, this OIG draft report finding is incorrect and misleading. Jo fact,
of the 73 open recommendations shown on Table 3 on page 19, 36 bave completed
correetive actions and another 32 are expected to be completed by the end of this year.
This information was readily available to the OIG in the Departinent’s QFR response, yet
he did not include it in the draft report. It is important to note also that several of the
financial management weaknesses identified in the numerous OIG reports relate to
Department wide issues and are not solely dependent on the actions of the administrative
offices. Also, the CAQ"s inereased focus on financial management culminated in the
Department receiving a clean opinion on fis FY 2008 Finencial Statement andit a full
year sooner than mandated by the Department*s oversight committees and less than one
year afler the Department was not able to produce complete and accurate Finaneial
Statements. Instead, the OIG™s draft report cites prior smployees’ ¢laims of poor
management practices and supgests that the CAO should follow past practices thot
resulted in many of the financial mapagement weaknesses identified in the prior GAOQ
and OIG reposts. In fact, most of the findings in these reports are based on practices
followed prior to the current administrative leadership and management’s employment by
the Department.

o Comment Provided By the CAO - Page 5. The draft report statea *As tha Department
Bureaus/Offices did not identify any deficiencies with the general expense budget
submissions for FY 2010 and 2011, OIG limited its scope to the personnel compensation
(salaries) and benefits submissions.” Yet much of the dmft report cites past practices and
processes and procedures that are only applicable to the Depariment®s general expense
budget formulation, including the Radic Modernization Project, which isnot only a
general expense initiative but is also funded through supplemental appropriations rather
then the annual budget process. Additionally, most of the recommendations support the
expansion of the general expense formulation proceases and imply that this process s
casily and immediately ttansferable to the formulation of the personnel compensation and
benefits budget submission, indicating the 0IG*s lack of understanding of the
Department's data management practices and standard budgeting principles in the federal
govermnment

*  Comment Provided By the CAD - Page 11. The draft report states that assumptions and
source data used to develop and validate the recaleulations used for the amended
submission were not provided. As desceibed above at page 2 and below at pages 23 and
30, OFM staff developed the FY 2011 budget resubmission and provided it to the
appropriators in March 2010. This resubmission was provided to the OIG at the
beginning of its audit. The OFM ztaff responded to all additional data requests and
clarifications sought within reasonable time considering the short-staffing and meeting
other demands from the Hill and other stakeholders, In many instances, these staff’
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responded fo calls from the OIG auditors without prior notice and provided impromptu
information as requested.

» Comment Provided By the CAO - Page 17, Conclusions. Nons of the 3 findings related to
the conelusions that resulted in Recommendations 2, 3, and 4 are relevant to the errors in
the Department’s budget submissions, “The Department did not follow past practices or
comply with prior controls over the budget process, Specifically, the Department did not
utilize the Force Development Process designed to analyze the environrnental risks and
prioritizing new general expense initiatives, which Hnk to its strategic goals.” This
conclusion has ne bearing on the Salaries and Benefits portion of the budget formulation
process and therefore has 0o relevance to the scope of the audit and the problems with the
Department’s budget sobmission etrors. “The budgst format also wes different from
previous budget submissions, which caused confusion with the Department and
Appropriations staff and resulted in a deficit to the Department.” The Department was
required in report language by the appropriators to use FTEs in its reports rather than
only positions. The different sebmission format was discussed with the appropriators and
the differences cited in the draft report at Tuble 2 were only related to the general expense
submission, not the salaries and benefits. The draft report does not show a censal
relationship to the Department’s budget submission errors. “Furthermore, the funds
control process was circomvented.” As stated in the Department response to the draf
audit report's recommendations, the Department wtilized other mitigating controls that
precluded the need 1o have the Budget Officer sign off that fimds are available for each
individual civilian hire. Again, the draft report does not show a causal relationship of not
using this specific fund centrol pracedure to the budget submission errors.

»  Conmment Provided By the CAC - Page 21, *0IG did not conduct & workload study.
However, we did benchmark with other Legislative Agencies’ budget offices and Chief
Financial Officers, and 8 of 10 stated that, once a budget process is established, vetied,
and appraved, four employees within USCP’s Budget Division should be adequate to
support such a simple budget.” The Departrent’s budget is not “simple” and as &
Legislative Branch law-enforcement agency it has many more complexities than most
civilian agencies. This additional eomplexity reguires an understanding of differing
payroll requirements, different expenses and reguirements related to civilian and law-
enforcement personnel as well as differences in laws and regulations applicable to both
the legislative and executive branches. In addition, The Department has multiple
appropriation types to deal with simulianeously - multi-year, no-year, annual, and
supplemental appropriations - all of which requite expertise and knowledge to handle
regulatory and reporting requirements, in addition to managing the funds control process.

USCP Benchmarks: The following table ilfustrates how several legislative branch and
law enforcement organizetions have staffed their budget operations to maunage their
anmzal budget submissions. The staff numbers cited below only includes FTERs, as we do
not have information on any additional contractual help that are employed.
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AGENCY

BUDGET

REQUESTS FY11

CS0SA (LEOQ)

212,000,000

LOC

674,785,000

AQC

650,735,000

GAO

581,679,000

Given the problems noted in the draft report with the Department’s budget formulation
process, it seems illogical to sssert that more can be done more efficiently and effectively
with the same level of resources. Many of the changes recommended have not been
implemented in the past due to a lack of financial management resources.

Comment Provided By the CAO - Page 23 and 30. “0IG found that miscaleulations and
omissions contributed to the FY 2010 budget shortfall as summarized ... in Table 4
-.omd. to the FY 2011 budget shortfall es summarized in Table 10.” Actually, the
miscalculations and omissions cited in Table 4 and Table 10 were found by the staff the
OIG accuses of being non-cooperative. The shortfall (“worst case™) calculated by the
OFM staff was $6.8 million for FY 2010, which the OIG agreed was reasonable. The
shortfall caleulated by the OFM staff was $9.4 million for FY 2011 and as explained
above, the OIG ina¢curately calculated its estimated shertfall. The criginal submissions
were calculated by the previons Budget Officer who was placed on administrative leave.
The individuals that prepared the revised submission in March 2010 were not responsible
or involved in the original budget submission which is why they had a difficult time
explaining what was behind the orlginal numbers to the Boerd's financial panel, as well
as the OIG. As the panel member stated “this review was to be done very quickly in
order for the Chief to resubmit the USCP FY 2011 budget”.

Conznents Provided By the CAQ - Page 36. Average sworn salary shown In Table 18
and vsed to calculate the draft report’s FY 2011 revised projection FTE difference which
is carried forward into Table 19 is inacourate and disagress with the average salary shown
in Table 15 on page 34, It appears the OIG used the average nevw recruit salary to arrive
at the average salary in Table 18 In error. The Department uses ihe average salary of all
sworn officers (both new recruits and on-board sworn officers) for budget purposes.

Comment Provided By the CAQ - Pages 38-40, The section on the potential shortfall in
the radic modernization project is misleading since it implies that the $16 million was
being requested in isolation rather than as a component of the total radio modemization
project estimate of §97.6 million. The CAQ relied on the NAVAIR ¢xperts who assured
her in December 2009 that they were comfortable with the amount of additional funds
that were requested in the fiscal year 2011 budget submission. Subsequent to December
2009, other matters ocourred such as AQC's revision to their building infrastructure site
costs where estimates are higher than originally anticipated. Also, the Chief appointed an
Executive Sponsor in March 2010 not in January 2010, and the CAO was never formally
appointed as the Executive Sponsor prior to that date, She was and remains in an
oversight role related to this project. The other comments in the paragraph on the
Executive Sponsor "change” are inaccurate. The project mauagement team has been

Audit of USCP Budget Formulation Process
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tracking changes between estimates since this project started and contingencies were not
allocated without support or justifications for the allocations.

= Cormment Provide By the Chigf- Page 1, paragraph 2, Jast full sentence - The word
"amended" should be inserted after the word "revised”. The Department submitted
original, revised and amended budget submissions.

o Comment Provided By The Chief - Page 1, paragraph 4, last full sentence - "Furthermore,
the funds control process was either circumvented or noncompliance was permitted.”
Based on the OTG's consideration of the Department’s responsa to funds availability
controls, this sentence may need to be revised. )

* Comment Provided By The ET - Pags 2, first full paragraph, first sentence - What was
this sentence based on?

s Comment Provided By The ET - Page 2, first full paragraph, last seatence - How is the
decline in employee morale measured? The cornment regarding employee mordle is
suppotted by what facts?

»  Comment Provided By The ET - Page 2, last partial paragraph - As stated previously in
the Department's recornmendations response memorandum, the Departrent does not
make refersncs to investigatory activities in document that are intended for publication.

» Comment Providad By The ET - Page 3, first partial paragraph - As stated previously,
coinments on investigatory matters should remain neutral until the investigation is
coneluded in order to protect the due process rights of those involved.

+  Comment Provide By the ET - Page 3, first full paragraph - Is the agsertion that the lack
of confidence In the Department's budget submissions meant to be correlated to the OIG
reccmmendations? If so, the Department would request more clarity in the paragraph.
Further, the Department would suggest an alternative to the first sentence - "The
Department will have more confidence in their budget submissions if they implement the
recommendations contained within this audit report. The nse of words such as "seems”
and "appears” aft not definitive, which is expected from the outconzes of an audit,

»  Comment Providad by the ET - Page 4, fourth full paragraph, last sentence - The sentence
should read "by the board, it is submitted to the Congress ..."

s Commant Provided by the Assistant Chief - Page 5, first full paragraph following Table 1
- Recommend removing all but the first sentence of the paragraph, The Government
Accountability Office's work has little or no impact on the Department's formulation
process. Additicnally, the reference to the GAO's detection of indicators of problems
with under budgeting was not reported out to the Depariment during our exit conference
with the GAQ on their FY 2011 budget submission review,
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»  Comment Provided by the ET - Page 6, first partial paragraph, second to the last sentence
~ If the scope limitations presented by the Departrnent did not undermine the validity of
the audit report findings, conclusions, or recommendations, then why is this referenced
within the report? .

o Comment Provided By The ET - Pape 20, first full paragraph - The Department wishes to
provide the attached chart to demonstrate the current OFM vacancies data for your
consideration, which includes the following vacancies: Procuremnent Specialist, Contract
Specialist, Deputy Procurcment Officer, Director, Financial Management, Financial
Programs Operations Specialist.

«  Comment Provided By The ET - Page 24, Table T - The Department believes that a third
column representing the revised ($6.8 Million) FY 2010 budget request should be added
in arder to provide clarity in comparing budget submission versions. Additionally, we
believe that the word "Omission" should be removed from the COLA 2.42% {proruted)
line under "Salary”, as all Legislative Branch entities had this issue and it was therefore,
not an omission

s Conment Provided By The Assistant Chigf - Page 24, Teble 1 - The references to civilian
overtime and civilien overtime benefits should be removed. All overtime, regardless of
for sworn or civilian personnel, is included within the $25.5 Million overtime cap.

o Comment Provided By The Assistant Chief - Page 26, Table 6 ~ The references to civilian
overtime and civilian overtime benefits should be removed. All overtime, regardless of
for awom or civilian personned, is included within the $25.5 Million overtime cap.

»  Comment Provided By The ET - Page 31, Table 10 - The Department believes that a third
column representing the revised ($9.4 Million) FY 2011 budget request should be added
in order to provide clarity in comparing budget submission versions. Additionally, we
belicve that the word "Omission” should be removed from the COLA 2.42% (prorated)
line under "Salary", as all Legisiative Branch entities had thig iasue and it was therefore,
not an omission.

+  Comment Providsd By The Assistant Chigf - Page 33, Table 13 - The refersnces to
civilian overtime and eivilian overtime benefits should be removed. All overtime,
regardless of for swom or civilian personnel, is included within the $25.5 Million
overtime cap,

s Comment Provided By the ET - Page 38, second full paragraph - As stated in our
comements related to Page 3, is the agsertion that the lack in confidence in the
Department's budget submissions meant to be cormrelated to the OIG recommendations?
If so, the Department woald request more clarity in the paragraph, Yusther, the
Depariment would suggest an aliemnative to the first sentence - "The Department will
have more confidence in their budget submissions if they implement the .
recommendations contained within this andit report. The use of words such ag "seems”
and "appears” are not definitive, which is expected from the outcomes of an audit.
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s Comment Provided By The Chigf- Page 39, third full paragraph - The new Executive
Sponsor was appointed in March 2010, rather than January 2010.

o Comment Provided By The ET - Page 40, first full paragraph under "OTHER
MATTERS" - As stated previously in the Department'’s recommendations response
memorandum, the Department does not make reference to investigatory activities in
document that are intended for publication in order to protect the due process rights of
those involved.

Thank you for the oppertunity te provide comments to the draft audit report and we lock
forward to meeting with you on these issues at your earliest convenience prior to the final report
being published.

Should you have questions of concerns in the meantime, please let me know.
Respectfully,

2l

Phillip D, Morse, Sr.
Chief of Police

cc: Chief Administrative Officer
Assistant Chief of Police
USCP Audit Liaison
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OI1G Evaluation of Department Response to Draft Report

Government Auditing Standards state that when the audited entity’s comments are inconsistent or in conflict with
the findings, conclusions, or recommendations in the draft report, or when planned corrective actions do not
adequately address the auditors’ recommendations, the auditors should evaluate the validity of the audited entity’s
comments. If the auditors disagree with the comments, they should explain in the report their reasons for
disagreement. Conversely, the auditors should modify their report as necessary if they find the comments valid and
supported O1G’s evaluation of the Department responses (COP100579 and COP100576 both dated June 1, 2010) to
the draft report as follows.

Department Comments (COP100579)

Recommendation 1: We recommend the United States Capitol Police immediately establish a formal budget
Jormulation and allocation process that links all costs to its mission, goals, and objectives within its strategic and
human capital plans. This process should include written policies and procedures delineating each office’s roles
and responsibilities to include specific methodelogy, sources of data, and records management for calculating
personnel compensation and benefits, as well as general expenses. This will provide formal representation of the
USCP’s plan for accomplishing stated goals and objectives, more effective budget submissions, set priorities for
the allocation of limited resources and help define clear lines of accountability for those resources.

USCP Response: The Department generally agrees with this recommendation. In an effort to formalize the
Department’s budget formulation and allocation processes which are linked to our strategic and human capital plans,
the Department is currently developing in an incremental manner the necessary standard operating procedures
govertiing the processes, roles and responsibilities for the formulation of the annual budget request, as well as for the
overall allocation and execution of the budget. As you know, the Department has acquired new software to use in
our budget formulation and execution and the Office of Financial Management will begin deploying it as personnel
and resources become available for training, testing, and validation.

OIG Response: The Department’s reply is responsive and if the proposed corrective actions are fully
implemented in a timely manner this should assist in its formulation and allocation processes.

Recommendation 2: We recommend that the United States Capitol Police ensure that the Force Development
Process is fully implemented during the annual budget formulation process. Further establish a mechanism to
review specific programs each year, evaluating their effectiveness, efficiency, and how they contribute to
achieving a specific strategic goal(s). This would place a greater emphasis on examining programs and resource
needs at the Investment Review Board/Executive Management Team and Executive Team levels.

USCP Response: The Department generally agrees with this recommendation for the review of specific programs,
in order to evaluate their effectiveness, efficiency, and contribution to achieving our strategic goals as well as for
greater invelvement by the IRB, the EMT and the ET in the overall budget review process. As a part of the
Department’s efforts to implement Recommendation 1, the Department will ensure that the Force Development
Process is implanted and utilized annually in the development of our budget request. For the FY 2012 budget
process, the Department plans to utilize a process based approach for the evaluation of program effectiveness,
efficiency, and contribution to the Department’s strategic and human capital goals and objectives. Further, the
Department plans to follow the principles of GPRA, to include the issuance of a Performance Accountability Report.
Through our Investment Review Board’s annual environmental assessment, specific programs will be identified for
this evaluation process.
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The Department does not however agree with the total decentralization of the formulation of the Salaries and
Benefits portion of the USCP budget, as it has the potential to cause more extensive errors and an undue burden on
operational commanders, as well as requiring significantly increased training, controls, and oversight of each unit’s
submissions and updates which the Budget Division does not have the resources to do. The Department will
examine ways to work collaboratively with bureaus and offices in the development of the Salaries and Benefits
portion of the budget to ensure greater controls and oversight of the budget formulation process without creating
control weaknesses.

OIG Response: The Department’s reply is responsive and if the proposed corrective actions are fully
implemented in a timely manner this should assist in its formulation and allocation processes. However,
recommendation two did not recommend that the Department decentralize the formulation of the salaries
and benefits portion of the USCP budget.

Recommendation 3: We recommend that the United States Capitol Police immediately consult with
Congressional stakeholders to determine the format for future budget submissions that would be useful and meet
stakeholder needs.

USCP Response: The Department generally agrees with this recommendation. Following the issuance of the
Inspector General’s audit report, the Department plans to consult with its stakeholders to identify a unified method
for the development and presentation of our annual budget request. This unified method will be institutionalized
into our standard operating procedures and verified annually to confirm the stakeholder’s agreement based on
current circumstances.

As you know, stakeholders change and do not always agree on a single format that is most useful to all of their
individual needs from one year to the next. Consequently, we strive to satisfy as many of their needs as possible with
the budget submission format.

OIG Response: The Department’s reply is responsive and if the proposed corrective actions are fully
implemented in a timely manner this should assist in the development and presentation of its annual budget
submission.

Recommendation 4: We recommend the United States Capitol Police immediately reinstate the funds availability
control. Further, USCP should implement and document processes, procedures, and controls to identify and
help ensure that key funds control personnel, including funds certifying officials, are properly trained so that
they can fulfill their responsibilities to prevent, identify, and report potential Antideficiency Act violations.

USCP Response: The Department agrees that funds availability controls are important and that it has these controls
in place. While the processes are not formally documented, they are followed and do provide for the funds control
recommended by the Inspector General.

In April 2010, following the identification of our recent salaries shortfall, the Department implemented a funds
availability control related to civilian hiring, career ladder promotions and reclassifications. This control is designed
to determine the salary and benefits funding made available from the salaries base as a result of each civilian
departure. The cumulative total of the available funding from departing civilians is tracked, so that critical civilian
hiring may be made against those funds. For each critical civilian position that the Department wishes to hire, the
salary and benefits impact of hiring action is calculated to determine the impact to our salaries funding. The hiring
action funding impacts are then balanced against the available funding from departing civilians to ensure that we
have sufficient funding from within the base to support critical hiring action prior to finalizing the hiring action.
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Additionally, career ladder promotions and reclassification actions are also intended to be balanced against available
funding from within the base.

Per the Chief Administrative Officer, who serves as the Department’s certifying officer; the funds availability
control referenced in the draft report was not effective and in fact was inconsistent with effective and efficient
operation of our financial management activities. Consequently, this control was eliminated. Therefore, we do not
believe that we need to reinstate the control of having our Budget Officer sign off that funds are available when we
have and had other mitigating controls that achieve the same objective.

However, the CAO believes that the bi-weekly funds availability certification reports which she signs related to payroll
processing and the Office of Financial Management’s funds execution validation through the bi-weekly salaries
projection, as well as the process for funds availability related to civilian hiring mentioned above, provide for more
efficient and effective funds availability control and oversight. Furthermore, the CAO believes that the effectiveness of
these mitigating controls as well as other controls in place in all aspects of our financial management processes are
evidenced by the significant decrease in Departmental reprogramming requests in the past fiscal year.

The Department plans to fully document these processes, procedures, and controls to ensure they are followed.
Before formalizing these processes the Department will evaluate government best practices in this area and may
amend our procedures, if necessary. Furthermore, the Department will ensure that financial management and funds
control personnel receive and understand these documented processes and their responsibility in complying with
them, in order to prevent, identify and report potential Antideficiency Act violations.

OIG Response: Based on interviews, staff was aware of only the funds availability control and practice
referred to in this draft report. In fact, emails and interviews confirm that several employees requested that
this control be reinstated because of concerns of over execution of the budget. GAO/AIMD-0021.3.1,
Standards for Internal Control in the Federal Government states internal control and all transactions and other
significant events need to be clearly documented, Furthermore, management and employecs should establish
and maintain an environment throughout the organization that sets a positive and supportive attitude toward
internal control and conscientious management. An agency’s organizational stracture should provide
management’s framework for planning, directing, and controlling operations to achieve agency objectives. A
good internal control environment requires that the agency’s organizational structure clearly define key
areas of authority and responsibility and establish appropriate lines of reporting.

In our follow-up meeting on June 3, 2010, the CAO contended this funds availability was not effective and
inconsistent with effective and efficient operation of financial management activities.

However, OIG does not agree with the CAQ that effective funds availability controls were in place during
June 2009, to April 2010, In contending that effective funds availability controls are in place, the CAO
provided the Bi-weekly Hiring Chart, Payroll Certification, Funds Certification Report, and Payroll
Projection. Yet, these documentis are prepared on a bi-weekly basis and the information contained in the
documents is primarily based on actual amounts, which is after the fact that new employees are hired.
Additionally, these documents do not provide any certification if sufficient funds are available prior to hiring
new employees, making promotions, or performing reclassifications. Additionally, none of the mentioned
controls are linked to the Department’s operating plan, which exposes the Department to unnecessary risk or
potential over execution. GAQ, Standards for Internal Control in the Federal Government states that the fand
availability control should be an internal contrel to “serve as the first line of defense in safeguarding assets
and preventing and detecting errors and fraud.” Therefore, these procedures cannot serve as a control to
certify if the Department has sufficient funds available to hire new employees, make promotions or reclassify
positions.

Surprisingly, staff informed OIG that in April 2010, to assist in managing the budget crisis, the Office of the
Chief implemented a funds availability control related to civilian hiring, career ladder promotions, and
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reclassifications. OIG noted the purpose of this control is almost identical to the funds control that was
eliminated by the CAO.

OIG does agree that the April 2010, control put in place by the Chief to manage the FY 2010 budget crisis, if
fully and consistently implemented, is adequate to ensure that expenditures are made within budgetary
guidelines. Proper funds control has become critical because significant excess or end-of-year funds are not
available as they have been in the past. This risk of being deficient has wide ranging impact including
political, budgetary, programmatic, and public.

Recommendation 5: We recommend that the Chief of Police evaluate whether the Department has the
appropriate leadership and management within the Office of Administration with the necessary skill-sets to
perform the financial management activities of the Department. Additionally, the Chief should evaluate whether
the financial management weaknesses identified by the GAQ and OIG and previously thought to be closed have
reoccurred as demonstrated by the current audit.

USCP Response: The Department generally agrees that continual workforce assessments should be accomplished
to provide assurance that the appropriate leadership and management within the Office of Administration with the
necessary skill-sets to perform our financial management activities are in place. We believe that we can and do
evaluate each position according to our current structure upon the advertisement and hiring for the position to assure
that the position requires the requisite level of knowledge, skills and abilities to perform the specific positional
duties. Additionally, the candidates for vacant civilian positions are evaluated against the identified and documented
knowledge, skilis and abilities. However, the Department believes that to further strengthen our existing processes,
we must undertake several additional steps.

First, we believe that we must evaluate the current structure of the Office of Administration against the mission
support functions it provides and implement revisions and enhancements if necessary. Second, following this
evaluation, we believe we must undertake a comprehensive civilian staffing assessment to determine the knowledge
skills and abilities necessary to perform the documented functions. This may be accomplished by either finishing
the work started in the most recent Grant Thornton evaluation of our financial management activities or undertaking
a new study to demonstrate if we have the appropriate structure, management and supervision necessary to perform
the responsibilities of the necessary positions. We also believe that in order for the Department to be competitive in
recruiting and retaining civilian positions to perform critical mission support functions, we will need to work with
our stakeholders to address the current pay structure and line of succession staffing.

OIG Response: OIG believes that it is imperative that the Department immediately evaluate its
administrative operations to ensure that it does not impair its ability to fully support core mission operations.
The Department’s response did address our recommendation as to whether the financial management
weaknesses identified by the GAO and OIG and previously thought to be closed have reoccurred, as
demonstrated by the current audit. OIG, through its usual practice of evaluating the Department’s progress
on recommendations, will close this recommendation when both the evaluation of the Office of
Administration and ef those recommendations previously thought to be closed are evidenced.

Recommendation 6: We recommend that the United States Capitol Police ensure that skill needs are continually
assessed and the organization is able to obtain a workforce that has the required skills that match those necessary to
achieve organizational goals. Training should be aimed at developing and retaining employee skill levels to meet
changing organizational needs. Qualified and continuous supervision should be provided to ensure that internal
control objectives are achieved. Performance evaluation and feedback, supplemented by an effective reward system,
should be designed to help employees understand the connection between their performance and the organization’s
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success. As a part of its human capital planning, management should also consider how best to retain valuable
employees, plan for their eventual succession, and ensure continuity of operations.

USCP Response: We generally agfee and believe that this is already being accomplished through our strategic human
capital planning process.

OIG Response: OIG does not agree with USCP that the recommendation related to performance evaluation
and feedback has already been accomplished. OIG did net find performance evaluations for employees in the
personnel file during the fieldwork of this audit and in one instance there was no current position description.

Recommendation 7: We recommend that the United States Capitol Police ensure that Bureau and Office units,
in accordance with clear and definitive guidance, provide position/FTE input information (numbers and levels of
staff and timing for new additions) and review draft budgets to ensure that unit inpuls are incorporated into the
draft budgets.

USCP Response: We generally agree and currently do this with our general expense budget formulation
procedures. We will develop procedures to incorporate the involvement of our Bureau and Office units in the
formulation of our Salaries budget, as well as the review of the draft budget submission prior to its presentation.

OIG Response: The Department’s reply is responsive and if the proposed corrective actions are fully
implemented in a timely manner this should assist in the development and presentation of its annual budget
sebmission.

Recommendation 8: We reconumend thai the United States Capitol Police take action to formally integrate the
Investment Review Board and Executive Management Team into the review and approval process for the salary
and benefit components of the draft budget request (in addition to their existing role in reviewing and approving
the general expense component of the draft budget request} to enhance the accountability and quality assurance
of the review and approval process.

USCP Response: We generally agree and currently do this with our general expense draft budget review processes.
We will develop procedures to integrate the review and approval of the Investment Review Board and the EMT in
the salary and benefit components of the draft budget request.

OIG Response: The Department’s reply is responsive and if the proposed corrective actions are fully
implemented in a timely manner this should assist in the development and presentation of its annual budget
submission.
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Department Comments (COP100576)

Conunent Provided By the CAO - Page 2. “Contrary to the Chief’s vision, the Department’s administrative
management has failed to establish a strong “tone at the top™ by allowing inadequate financial management
wealmnesses to persist which have existed for years and by neglecting to hold individuals accountable for
implementation of the recommendations pertaining to those weaknesses.” The current CAO has focused most of
her attention on improving the financial management of the Department - from aggressively hiring highly qualified
and experienced civilian staff (as referenced on page 27 of the draft report) to holding weekly meetings with senior
administrative office managers where each office is required to report regularly on their individual office business
plans, internal controls practices, and audit recommendation corrective actions.

OIG Response: GAQ, Grant Thornton in 2008, and OIG have all reported similar financial weaknesses and
made recommendations to correct such weaknesses, such as establishing, documenting, and formalizing
specific policies and procedures since 1998, In fact, OIG has identified material weakness in financial
management since 2006, and as referred in the draft report, there are 73 open GAO and OIG financial
management recommendations.

Comment Provided By the CAQ - Page 2. “OlG’s projection for FY 2011 is $5,396,800 more than the
Department’s amended budget submission. This difference is primarily because the Department miscalculated its
number of FTEs. OIG believes the Department’s FY 2011 amended budget submission is not reasonable and may
not be sufficient.” Based on standard budgeting principles, the new sworn positions requested are for one half year
and are calculated based on class schedules to coincide with the half year time-frame. Similarly, the 12 civilian
positions requested are also budgeted for one half year at the actual grades they are expected to be recruited. These
are stated clearly in the budget justifications that were provided to the OIG during its audit. Also, in formulating the
March 2010 resubmission, the calculations of 50 civilians and 4 sworn on a half year basis was based on a
Board/Management decision fo fund those positions in that manner.

OIG Response: OMB Circular A-11 has no reference of new hires budgeted for one half year or average
salary. OMB Circular A-11, Section 32.1 Personnel Compensation, (d) Vacancies, states for vacancies
expected to be filled in the budget year, use the entrance salary for the vacancies involved. Based on the
auditors’ judgment and understanding of USCP’s past budget practices, O1G accepted that the Department
applied the average salary for new civilian positions.

The CAQ stated that the Department calculated the 12 new civilians at their actual grade. However, we
found that the Department did net use the actual grade. Instead they used an average salary for civilians.
For the 52 new sworn positions, the Department stated they calculated using the average salary; however, we
found the Department used the new recruit salary in projecting the salary amounis,

OIG attempted to reconcile the CAO’s comment that the calculations were based on a2 Board/Management
decision. However, neither the Department nor the Capitol Police Board Executive Assistant found any
decision memo related to this issue. In fact, in a June 4, 2010, email the CAO stated “I am not aware of a
decision memo or email supporting this decision. I just looked and don’t see anything related to this issue in
my files. From my recollection, it was based on discussions with the Board representative who reviewed the
budget and internal management discussions.” Although, one panel member that reviewed the FY 2011
amended budget stated “the FY 2011 payroll projection chart distributed to us at the first review meeting
included references to 52 (sworn) and 12 (civilian) new positions funded for half of the year., The half-year
funding decision was made before we began our review. I think we concurred that it was a reasonable
approach to take.”
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CAO stated the Department followed standard budgeting principles. However, OMB Circular A-11, Section
85, Estimating Employment Levels and the Employment Summary (Schedule Q) states:

85.1 How should my agency’s budget address workforce planning and restructuring?
Your budget submission must identify the human capital management and development objectives, key activities, and
associated resources that are needed to support agency accomplishment of programmatic goals.

Furthermore, your budget submission should describe the specific activities and/or actions planned to meet the
standards for success under human capital initiatives, the associated resources, the expected outcomes, and how
performance will be measured. For example, you should:

Identify the organizational changes you are proposing to:

*  Reduce the number of managers, reduce organizational layers, and reduce the time it takes to make decisions.

®  Increase the span of control and redirect positions within the agency to ensure that the largest number of

employees possible are in direct service delivery positions and retrain and/or redeploy employees as part of
restructuring efforts to make the organization more citizen centered.

Identify the training, development, leadership development, and staffing actions you propose to take to:

®  Ensure continuity of leadership.

®  Ensure that leaders and managers effectively manage people.

®  Sustain a learning environment that drives continuous improvement in performance.
L ]

Prepare for and respond to changes driven by e-Government and competitive sourcing.

Present agency competency and skill needs (or gaps) you identify as part of your workforce planning
effort and how you plan to address those needs through recruitment, development, and related strategies.

85.3 What should be the basis for my personnel estimates?

(1) Staffing requirements. Base estimates for staffing requirements on the assumption that improvements in skills,
organization, procedures, and supervision will produce a steady increase in productivity.

85.5 What do I need to know about FTE budgeted levels?

(b) Determining FTE usage.

To determine current year and budget year FTE employment estimates. divide the estimated total number of regular
hours by the number of compensable hours in each fiscal vear.

Comment Provided by CAQ: Therefore, this OIG draft report finding is incorrect and misleading. In fact, of the
73 open recommendations shown on Table 3 on page 19, 36 have completed corrective actions and another 32 are
expected to be completed by the end of this year. This information was readily available to the OIG in the
Department’s QFR response, yet he did not include it in the draft report. It is important to note also that several of
the financial management weaknesses identified in the numerous OIG reports relate to Department wide issues and
are not solely dependent on the actions of the administrative offices. Also, the CAO’s increased focus on financial
management culminated in the Department receiving a clean opinion on its FY 2008 Financial Statement audit a full
year sooner than mandated by the Department’s oversight committees and less than one year after the Department
was not able to produce complete and accurate Financial Statements. Instead, the OIG’s draft report cites prior
employees’ claims of poor management practices and suggests that the CAQ should follow past practices that
resulted in many of the financial management weaknesses identified in the prior GAO and OIG reports. In fact,
most of the findings in these reports are based on practices followed prior to the current administrative leadership
and management’s employment by the Department.
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OIG Response: The CAO has not provided the supporting documentation to address the open
recommendations to GAQ or OIG. Thus, corrective actions have not been tested to conclude that
recommendations can be closed. Additionally, the Independent Auditors issued a clean opinion that the
financial statements present fairly, in all material respects, the financial position of the USCP as of September
30, 2008. However, in that same audit report, the auditors reported three material weaknesses in the internal
controls of payroll precessing, financial management, and information systems. Furthermore, to ensure that
the auditors were fair with the new CAO and administrative managers, the auditors stated that there was
limited time for the new administrative personnel to make a significant impact in resolving the financial
management weaknesses in FY 2008.

OIG recognizes the significance of accomplishing a clean opinion. However, we will not make or agree with
an assertion that a clean opinion on the financial statements equals the budget formulation and execution
processes and controls are effective and efficient. The budget processes and controls of the Department
operate separately from the financial reporting system.

Comment Provided By the CAQ - Page 5. The draft report states “As the Department Bureaus/Offices did not
identify any deficiencies with the general expense budget submissions for FY 2010 and 2011, OIG limited its scope
to the personnel compensation {salaries) and benefits submissions.” Yet much of the draft report cites past practices
and processes and procedures that are only applicable to the Department’s general expense budget formulation,
including the Radio Modernization Project, which is not only a general expense initiative but is also funded through
supplemental appropriations rather than the annual budget process. Additionally, most of the recommendations
support the expansion of the general expense formulation processes and imply that this process is easily and
immediately transferable to the formulation of the personnel compensation and benefits budget submission,
indicating the OIG’s lack of understanding of the Department’s data management practices and standard budgeting
principles in the federal government.

OIG Response: As stated in this report, OIG’s scope included the original and revised/amended FY 2010 and
2011 budget submissions and practices/processes utilized to formulate those submissions. OIG utilized the
Department’s FY 2009 budget submission format and formulation processes as a baseline because the
Department and Appropriators thought the FY 2009 format was better than FY 2010. As the Department
Bureaus/Offices did not identify any deficiencies with the formulation of the general expense budget
submissions for FY 2010 and 2011, OIG limited its validation of the accuracy of the Department’s FY 2010
and 2011 to the personnel compensation (salaries) and benefits submissions. OIG also did not review
overtime controls or validate the accuracy of the FY 2010 or FY 2011 overtime budget numbers or determine
any impact of overtime on the FY 2610 or 2011 budget shortfall because overtime was a fixed amount
“overtime cap” in the budget submissions.

During our June 3, 2019 follow-up meeting with the ET, OIG asked that the CAO clarify “data management
practices”. CAO later clarified via email on June 4, 2010, that “The data management practices referred to
in the last sentence of the first bullet on page 2 was that FTE are not decentralized and assigned to individual
bureaus and offices consistently or maintained this way currently, which would prevent us from using a
decentralized process for formulating our salary and benefit portion of the budget in the near term.
Currently, the incremental increases in FTE and salary and benefits are calculated by OFM when a new
initiative is approved because they understand how to calculate these more effectively using standard
budgeting principles... When we get to the point where FTE are correctly assigned and tracked by bureau
and office and the FTE are tied to our strategic goals effectively, we might be able to have a decentralized or
hybrid approach, but we are a long way from that point and could not do this immediately in our current
environment.”
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OIG fully understands how FTEs are calculated by OFM. However, OIG noted that the FTEs level applied
in the Department’s FY 2011 amended submission submitted to Committee on March 2, 2010, did not agree
with the FTEs level presented in its budget book.

Comment Provided By the CAO - Page 11. The draft report states that assumptions and source data used to develop
and validate the recalculations used for the amended submission were not provided, As described above at page 2
and below at pages 23 and 30, OFM staff developed the FY 2011 budgei resubmission and provided it to the
appropriators in March 2010. This resubmission was provided to the OIG at the beginning of its audit. The OFM
staff responded to all additional data requests and clarifications sought within reasonable time considering the short-
staffing and meeting other demands from the Hill and other stakeholders. In many instances, these staff responded
to calls from the OIG auditors without prior notice and provided impromptu information as requested.

OIG Response: As stated in this report, instances oceurred in which Department staff delayed responding to,
and, in some cases, indicated that they did not know or could not locate documents necessary for supporting
the numbers behind budget totals. Calculations were not located in central files, as we would have expected,
and electronic files did not always have sufficient notations on how data was formulated, or when, or by
whom that data was developed. In addition, two employees directly involved in the FY 2010 and 2011 budget
formulation were placed on administrative leave by the CAO shortly before the audit. The remaining key
administrative staff divested responsibility for any invelvement in the budget formulation process. The CAO
in an email sent to the 1G on May 5, 2010, stated a specific employee had responsibility for the original FY
2011 budget proajection. However, that employee in an email sent to the auditors on May 5, 2010, stated no
involvement in the FY 2011 original budget projection. Thus, to clarify these conflicting statements and
determine who could assist in providing calculations and electronic files, OIG immediately provided the
conflicting emails to this employee and requested clarification.

Comment Provided By the CAQ - Page 17. Conclusions. None of the 3 findings related to the conclusions that
resulted in Recommendations 2, 3, and 4 are relevant to the errors in the Department’s budget submissions. “The
Department did not follow past practices or comply with prior controls over the budget process. Specifically, the
Department did not utilize the Force Development Process designed to analyze the environmental risks and
prioritizing new general expense initiatives, which link to its strategic goals.” This conclusion has no bearing on the
Salaries and Benefits portion of the budget formulation process and therefore has no relevance to the scope of the
audit and the problemns with the Department’s budget submission errors. “The budget format also was different
from previous budget submissions, which caused confusion with the Department and Appropriations staff and
resulted in a deficit to the Department.” The Department was required in report language by the appropriators to use
FTEs in its reports rather than only positions. The different submission format was discussed with the appropriators
and the differences cited in the draft report at Table 2 were only related to the general expense submission, not the
salaries and benefits. The draft report does not show a causal relationship to the Department’s budget submission
errors. “Furthermore, the funds conirol process was circumvented.” As stated in the Department response to the
draft audit report's recommendations, the Department utilized other mitigating controls that precluded the need to
have the Budget Officer sign off that funds are available for each individual civilian hire. Again, the drafi report
does not show a causal relationship of not using this specific fund control procedure to the budget submission errors.

OIG Response: It is clear that the Department did not prepare its FY 2010 and 2011 accurately. In our draft
audit report, OIG made solid recommendation (recommendations two, three, and four) and the Department
agreed with these recommendations.

As stated in this report, the Department did not follow proven past budget practices or comply with existing
controls over the budget process. Specifically, the Department did not utilize the Force Development Process
64

Audit of USCP Budget Formulation Process 01G-2010-03 June 2010




Appendix D
Page 10 of 16

designed to analyze the environmental risks and prioritize new general expense initiatives, which link to its
strategic goals. The budget format also was different from previous budget submissions, which caused
confusion with Department and Appropriations staff and resulted in a deficit to the Department.
Furthermore, the funds control process was circumvented. The lack of consistent processes and controls can
lead to incorrect budgets resulting in the Department being at risk of requesting insufficient funding to
support its core mission or over spending its appropriations.

OIG acknowledged in this report that 2009 appropriation language directed the Department to manage to
FTEs as all other legislative branch agencies do. An OFM contractor also pointed out the differences in the
FY 2009 and 2010 formats and noted that the FY 2009 request provided a narrative explanation for
personnel within the Budget Detail section.

Additionally, the Force Development Process (FDP) has an impact on staffing requirements (FTEs) based on
risks and in achieving the Department’s strategic goals. During the June 3, 2010, follow-up meeting with the
ET, the Chief and Assistant Chief re-confirmed that FDP had an impact in developing Salaries and Benefits
portion of the budget formulation.

As stated previously, OIG does not agree with the CAO that funds availability controls were in place during
June 2009 to April 2010. Staff informed OIG that in April 2010, to assist in managing the budget crisis, the
Office of the Chief implemented a funds availability control “similar to a check book record” related to
civilian hiring, career ladder promotions, and reclassifications, which is managed by the Budget Division.
OIG noted that the purpose of this control is almost identical to the funds control that was eliminated by the
CAO.

OIG does agree that the April 2010, control put in place by the Chief to manage the FY 2010 budget crisis, if
fully and consistently implemented, is adequate to ensure that expenditures are made within budgetary
guidelines. Proper funds control has become critical because significant excess or end-of-year funds are not
available as they have been in the past. This causal relationship is further demonstrated by the projected
salary shortfall after the first quarter execution in FY 2010 and the Department’s current budget crisis.

Comment Provided By the CAQ - Page 21. ”OIG did not conduct a workload study. However, we did benchmark
with other Legislative Agencies’ budget offices and Chief Financial Officers, and 8§ of 10 stated

that, once a budget process is established, vetted, and approved, four employees within USCP’s Budget Division
should be adequate to support such a simple budget.” The Department’s budget is not “simple” and as a Legislative
Branch law-enforcement agency it has many more complexities than most civilian agencies. This additional
complexity requires an understanding of differing payroll requirements, different expenses and requirements related
to civilian and law-enforcement personnel as well as differences in laws and regulations applicable to both the
legislative and executive branches. In addition, The Department has multiple appropriation types to deal with
simultaneously - multi-year, no-year, annual, and supplemental appropriations - all of which require expertise and
knowledge to handle regulatory and reporting requirements, in addition to managing the funds control process.

USCP Benchmarks: The following table illustrates how several legislative branch and law enforcement
organizations have staffed their budget operations to manage their annual budget submissions. The staff numbers
cited below only includes FTEs, as we do not have information on any additional contractual help that are
employed.
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AGENCY BUDGET REQUESTS | Budget Staff #
FY11

CSOSA (LEO) 212,000,000

LOC 674,785,000

AOC 650,735,000

GAO 581,679,000

Given the problems noted in the draft report with the Department’s budget formulation process, it seems illogical to
assert that more can be done more efficiently and effectively with the same level of resources. Many of the changes
recommended have not been implemented in the past due to a lack of financial management resources.

OIG Response: As stated in this report, OIG did not conduct a workload study. However, {o assist the
Department and our stakeholders, we did benchmark with other Legislative Agencies’ budget officials and
Chief Financial Officers, and 6 of 8 stated that, once a budget process is established, vetted, and approved,
four employees within USCP’s Budget Division should be adequate to support such a simple budget, which is
primarily salary driven.

A former OFM contractor involved in the budget process also stated that the USCP budget was simple and
three to four employee should be sufficient to support the budget formulation and execution process. The
contractor further stated while at the House financial office, there were only five FTEs in budget. The
contractor also pointed out that the House has a much larger appropriation and more complex issues and, at
the time, processed a portion of the USCP budget. Additionally, LOC’s and AOC’s budget are much more
complex and more than double the size of USCP’s budget. For example, AOC budget is not salary driven
and has over ten appropriation accounts, which are mostly construction projects. Further, the LOC budget
is more complex, which include revolving funds.

Comment Provided By the CAQ - Page 23 and 30. “OIG found that miscalculations and omissions contributed to
the FY 2010 budget shortfall as summarized ... in Table 4 ...and...to the FY 2011 budget shortfall as summarized
in Table 10.” Actually, the miscalculations and omissions cited in Table 4 and Table 10 were found by the staff the
OIG accuses of being non-cooperative. The shortfall (“worst case™) calculated by the OFM staff was $6.8 million
for FY 2010, which the OIG agreed was reasonable. The shortfall calculated by the OFM staff was $9.4 million for
FY 2011 and as explained above, the OIG

inaccurately calculated its estimated shortfall. The original submissions were calculated by the previous Budget
Officer who was placed on administrative leave. The individuals that prepared the revised

submission in March 2010 were not responsible or involved in the original budget submission which is why they
had a difficult time explaining what was behind the original numbers to the Board’s financial panel, as well as the
OIG.

OIG Response: Although, OIG mentioned the non-cooperative actions in the report, OIG did not accuse or
indicate which staff was non-cooperative. However, the CAO stated that the staff who OIG reports as being
uncooperative actually found the miscalculation and omission cited in Table 4 and Table 10.” During the
OIG audit, as indicated in the drafi report, there were non-cooperative actions. Whether these same
individuals discovered some of the errors in the Department’s budget is unrelated to their cooperation during
an OIG audit.

As stated previously, OIG does not agree that we inaccurately calculated the FY 2011 amended budget

submission. As stated in this report, the difference in estimated shortfall was primarily because the

Department miscalculated its number of FTEs. We found that the number of FTEs (2,248) used in the

calculations for amended submission does not agree with the number of FTEs (2,307) requested in the budget
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book for a difference of 59 FTEs totaling $5,519,778 (salary $4,216,790 and benefits $1,302,988). In addition,
as shown in Table 19, there is a FY 2011 payroll projection comparison of OIG and USCP calculations. The
CAO explained that the original submissions were calculated by the previous Budget Officer who was placed
on administrative leave. The individuals that prepared the revised submission in March 2010 were not
responsible or involved in the original budget submission which is why they had a difficultly explaining what
was behind the original numbers to the Board’s financial panel, as well as the OIG. Regardless, OIG believes
the assumptions underlying the budget estimates should be readily available.

Conuments Provided By the CAQ - Page 36. Average sworn salary shown in Table 18 and used to calculate the
draft report’s FY 2011 revised projection FTE difference which is carried forward into Table 19 is inaccurate and
disagrees with the average salary shown in Table 15 on page 34. It appears the OIG used the average new recruit
salary to arrive at the average salary in Table 18 in error. The Department uses the average salary of all sworn
officers (both new recruits and on-board sworn officers) for budget purposes.

OIG Response: OIG did not use the average salary identified in Table 15 to calculate the projected payroll
deficit identified in Table 19. OIG added a clarifying footnote to Table 18 that we applied the new recruit
salary for sworn in that calculation. For the 52 new sworn positions, the Department stated they calculated
using the average salary; however, we found the Department used the new recruit salary in projecting the
salary ameunts.

Comment Provided By the CAO - Pages 38-40. The section on the potential shortfall in the radio modemization
project is misleading since it implies that the $16 million was being requested in isolation rather than as a
component of the total radio modernization project estimate of $97.6 miilion. The CAO relied on the NAVAIR
experts who assured her in December 2009 that they were comfortable with the amount of additional funds that were
requested in the fiscal year 2011 budget submission. Subsequent to December 2009, other matters occurred such as
AQC's revision to their building infrastructure site costs where estimates are higher than

originally anticipated. Also, the Chief appointed an Executive Sponsor in March 2010 not in January 2010, and the
CAO was never formally appointed as the Executive Sponsor prior to that date. She was and remains in an
oversight role related to this project. The other comments in the paragraph on the Executive Sponsor "change" are
inaccurate. The project management team has been tracking changes between estimates since this project started
and contingencies were not allocated without support or justifications for the allocations.

OIG Response: To clarify that the $16 million is a component of the total $97.6 million radio modernization
project estimate, OIG added a footnote in the Executive Summary and Body of the report. As previously
stated, through our quality control process, OIG found and corrected the appointment date of the new
Executive Sponsor and added that prior to that the CAO was responsible for this project, as opposed to being
the Executive Sponser. The other comments in the paragraph on the Executive Sponsor “change” are
inaccurate, OIG added quote marks to show this information is a direct quote from an email dated May
2010. In a June 3, 2010, email, the CAO stated “As for the radio project, prior to March, we were in phases I
{estimating the overall projects cost) and II (the design engineering work), and NAVAIR’s menthly reports
included their costs incurred each month along with cumulative totals... We did a detailed review of the
outdoor fiber estimate and submitted it to GAO for review. I believe this happened in early February ....We
also had several meetings with appropriators on the cost of the radio facilities work (parts of obligation plans
submitted prior to March). In addition, after NAVAIR submitted their detailed estimate based on the design
engineering work (date January or early February...this wasn’t due form NAVAIR until 1/31/10), we then
met with NAVAIR to go over their new estimate in detail. This meeting occurred in February.” The CAO
did not provide any evidence that prior to March 2010, the project management team tracked changes
between estimates since this project started.
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Comment Provide By the Chief - Page 1, paragraph 2, last full sentence - The word "amended" should be inserted
after the word "revised". The Department submitted original, revised and amended budget submissions.

OIG Response: Through our quality control process, OIG found and revised the report.

Comment Provided By The Chief - Page 1, paragraph 4, last full sentence - "Furthermore, the funds control process
was either circumvented or noncompliance was permitted.” Based on the OIG's consideration of the Department's
response to funds availability controls, this sentence may need to be revised.

OIG Response: As previously stated, OIG does not agree with the CAO that funds availability controls were
in place during June 2009 to April 2010. OIG did revise the final report to show that the Office of the Chief
implemented a funds availability control “similar to a check book record” related to civilian hiring, career
ladder promotions, and reclassifications. OIG noted that the purpose of this control is almost identical to the
funds control that was eliminated by the CAO.

Comment Provided By The ET - Page 2, first full paragraph, first sentence - What was this sentence based on?

OIG Response: As stated during our June 3, 2010, follow-up meeting with the ET, this sentence was based on
interviews of staff, observations, and review of an OFM contractor’s report. As pointed out by the Chief,
someone could draw the conclusion that there was decline in both civilian and sworn morale. Thus, OIG
revised the report to state a decline in civilian morale.

Comment Provided By The ET - Page 2, first full paragraph, last sentence - How is the decline in employee morale
measured? The comment regarding employee morale is supported by what facts?

01G Response: As stated during our June 3, 2010, follow-up meeting with ET, this sentence was based on
interviews of staff, observations, and review of an OFM contractor’s report.

Comment Provided By The ET - Page 2, last partial paragraph - As stated previously in the Department's
recommendations response memorandum, the Department does not make reference to investigatory activities in
document that are intended for publication.

Comment Provided By The ET - Page 3, first partial paragraph - As stated previously, comments on investigatory
matters should remain neutral until the investigation is concluded in order to protect the due process rights of those
involved.

OIG Response: As previously stated, as required by Government Auditing Standards, when auditors
conclude, based on sufficient, appropriate evidence, that fraud, illegal acts, or significant abuse either has
occurred or is likely to have occurred, they should report the matter as finding, OIG also must consider
whether the omission coukd distort the audit results or conceal improper and illegal practices. In consult with
legal counsel, OIG has concluded that the reporting of the other matters would not compromise investigative
or legal proceedings or violate due process rights. Additionally, in accordance with OIG’s reporting
protocols, the Executive Summary; Objectives, Scope, and Methodology; and Body of the report must all stand
alone and can be read as separate decuments. Thus, this issue is reported in the Executive Summary as well
as other areas of the report.
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Comment Provide By the ET - Page 3, first full paragraph - Is the assertion that the lack of confidence in the
Department's budget submissions meant to be correlated to the OIG recommendations? If so, the Department would
request more clarity in the paragraph. Further, the Department would suggest an alternative to the first sentence -
"The Department will have more confidence in their budget submissions if they implement the recommendations
contained within this audit report. The use of words such as "seems" and "appears" are not definitive, which is
expected from the outcomes of an andit.

OIG Response: The lack of confidence in the Department’s ability to validate and justify its FY 2011 budget
request and to build and formulate an FY 2010 budget request is not only within the Department but
external. Thus, OIG did not revise its final report.

Comment Provided by the ET - Page 4, fourth full paragraph, last sentence - The sentence should read "by the
board, it is submitted to the Congress ..."

OIG Response: Through OIG’s quality control process, this was found and the report was revised
accordingly.

Comment Provided by the Assistant Chief - Page 5, first full paragraph following Table 1 - Recommend removing
all but the first sentence of the paragraph. The Government Accountability Office's work has little or no impact on
the Department's formulation process. Additionally, the reference to the GAQ's detection of indicators of problems
with under budgeting was not reported out to the Department during our exit conference with the GAQ on their FY
2011 budget submission review.

OI1G Response: As required by Government Auditing Standards, O1G coordinated with GAO. To clarify who
made this statement, OIG added quote marks around the language provided by GAO.

Comment Provided by the ET - Page 6, first partial paragraph, second to the last sentence - [f the scope limitations
presented by the Department did not undermine the validity of the audit report findings, conclusions, or
recommendations, then why is this referenced within the report?

OIG Response: As required by Government Auditing Standards, OIG included the context and perspective
regarding what is reported, and any significant limitations in audit objectives, scope, and methodology.
Additionally, auditors should also report any significant constraints imposed on the audit approach by
information limitations or scope impairments, including denials of access to certain records or individuals.

Conmment Provided By The ET - Page 20, first full paragraph - The Department wishes to provide the attached chart
to demonstrate the current OFM vacancies data for your consideration, which includes the following vacancies:
Procurement Specialist, Contract Specialist, Deputy Procurement Officer, Director, Financial Management,
Financial Programs Operations Specialist.

OIG Respense: OIG utilized an OFM organization chart dated March 8, 2010 for documenting its staff
vacancies.

Comment Provided By The ET - Page 24, Table 1 - The Department believes that a third column representing the
revised ($6.8 Million) FY 2010 budget request should be added in order to provide clarity in comparing budget
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submission versions. Additionally, we believe that the word "Omission” should be removed from the COLA 2.42%
(prorated) line under "Salary", as all Legislative Branch entities had this issue and it was therefore, not an omission,

OIG Response: OIG does not agree because the original and revised/amended submissions are totally
different with different assumptions and methodologies. Additionally, OIG does not agree that word
“omission” should be removed because the Department omitted the COLA calculation for differential, lump
sum payments, holiday pay and hazardous pay under “Salary”. Although, OIG did add a foetnote the
applicable Tables to explain the omission.

Comment Provided By The Assistant Chief - Page 24, Table 1 - The references to civilian overtime and civilian
overtime benefits should be removed. All overtime, regardless of for sworn or civilian personnel, is included within
the $25.5 Million overtime cap.

Comment Provided By The Assistant Chief - Page 26, Table 6 - The references to civilian overtime and civilian
overtime benefits should be removed. All overtime, regardless of for sworn or civilian personnel, is included within
the $25.5 Million overtime cap.

OIG Response: OIG agreed and revised the final report.

Comment Provided By The ET - Page 31, Table 10 - The Depariment believes that a third column representing the
revised ($9.4 Million) FY 2011 budget request should be added in order to provide clarity in comparing budget
submission versions. Additionally, we believe that the word "Omission" should be removed from the COLA 2.42%
(prorated) line under "Salary", as all Legislative Branch entities had this issue and it was therefore, not an omission.

OIG Response: As previously stated, O1G does not agree because the original and revised/amended
submissions are totally different with different assumptions and methodologies. Additionally, OIG does not
agree that word “omission” should be removed because the Department omitted the COLA calculation for
differential, lump sum payments, holiday pay and hazardous pay under “Salary”. Although, OIG did add a
footnote the applicable Tables to expliain the omission.

Comment Provided By The Assistant Chief - Page 33, Table 13 - The references to civilian overtime and civilian
overtime benefits should be removed. All overtime, regardless of for sworn or civilian personnel, is included within
the $25.5 Million overtime cap.

OIG Response: OIG agreed and revised the final report.

Comment Provided By the ET - Page 38, second full paragraph - As stated in our comments related to Page 3, is the
assertion that the lack in confidence in the Department's budget submissions meant to be correlated to the OIG
recommendations? If so, the Department would request more clarity in the paragraph. Further, the Department
would suggest an alternative to the first senitence - "The Department will have more confidence in their budget
submissions if they implement the recommendations contained within this audit report. The use of words such as
"seems" and "appears” are not definitive, which is expected from the outcomes of an audit.

OIG Response: The lack of confidence in the Department’s ability to validate and justify its FY 2011 budget
request and to build and formalate an FY 2010 budget request is not only within the Department but
external. Thus, OIG did not revise its final report.
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Conunent Provided By The Chief - Page 39, third full paragraph - The new Executive Sponsor was appointed in
March 2010, rather than January 2010.

OIG Response: As previously stated, through our quality control process, OIG found and corrected the
appointment date of the new Executive Sponsor.

Comment Provided By The ET - Page 40, first full paragraph under "OTHER MATTERS" - As stated previously in
the Department's recommendations response memorandum, the Department does not make reference to
investigatory activities in document that are intended for publication in order to protect the due process rights of
those involved.

OIG Response: As previously stated, as required by Government Auditing Standards, when auditors
conclude, based on sufficient, appropriate evidence, that fraud, illegal acts, or significant abuse either has
occurred or is likely to have occurred, they should report the matter as finding. OIG also must consider
whether the omission could distort the andit results or conceal improper and illegal practices. Our enabling
legislation requires OIG to report to the Chief, Capitol Police Board, and Congress, as demonstrated by the
Semiannual Report to Congress. In reporting this audit, OIG did not disclose the identities of those suspected
of misconduct. Thus, we have accurately reported our activity to our stakeholders and without
compromising the investigation. Additionally, in accordance with OIG’s reporting protocols, the Executive
Summary; Objectives, Scope, and Methodelogy; and Body of the report must all stand alone and can be read as
separate documents, Thus, this issue is reported in the Executive Summary as well as other areas of the
report.
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FRAUD, WASTE, ABUSE AND MISMANAGEMENT
of Federal programs
and resources hurts everyone.

Call the Office of Inspector General
HOTLINE
1 (866) 906-2446
or email OIG@cap-police.senate.gov
to report illegal or wasteful activities.

You may also write to:

Office of Inspector General
United States Capitol Police
499 S. Capitol St., S.W. Suite 345
Washington D.C. 20003

Please visit our website at
http://uscapitolpolice.gov/home.php



