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FSA Needs To Strengthen Controls Over Farm-Stored Loan Collateral. Marketing Assistance Loans

(MAL) help farmers store their crops at harvest when prices are low and sell them later at more
advantageous prices. In response to 2005 Hurricanes Katrina and Rita and their effect on grain storage, on-
ground farm storage was approved for commodities offered as MAL collateral for CYs 2005 and 2006.
FSA’s controls were generally adequate, but the agency could improve how it secures farm-stored loan
collateral. For instance, due to ambiguities in FSA’s procedures and regulations, FSA overvalued
high-moisture collateral for 16 loans by 80 percent, or nearly $1.6 million, and county offices did not
consistently use commodity seals to identify loan collateral. Moreover, when regulations were clear,
county offices did not always comply with them: Four of sixteen county offices did not perform required
spot checks of loan collateral, 10 of 16 did not complete required loan documents when processing
applications for MALs, and 1 State and county office made a number of errors (resulting in questioned
loans of more than $600,000) when administering MALs to a cooperative marketing association.

FSA agreed to: (1) clarify its procedures regarding the MAL collateral value of low-quality, high-moisture
commodities and the use of commodity loan seals; (2) take action to determine and recover the potentially
overstated value of such collateral, as deemed appropriate; (3) strengthen its systems for performing spot
checks of loan collateral and for completing and reviewing MAL documents; and (4) provide training to the
State and county office that committed errors administering MALs.

Formal Policies and Procedures Have Not Been Established for New Crop Insurance Products. OIG found
that formal policies and procedures have not been established for monitoring and reviewing the
performance of section 508(h) products. OIG determined that without more consistent, formal procedures
for monitoring and reviewing section 508(h) products, vulnerabilities to the products may go undetected
and result in losses. OIG recommended that the Risk Management Agency (RMA) develop and implement
standardized procedures for monitoring and reviewing section 508(h) products to include a timeframe for
performing a contract review if deemed necessary. In addition, OIG recommended that RMA establish
guidelines for annual evaluation performed by private companies if required in memorandums of
agreement. RMA agreed with the recommendations and has agreed to formalize the monitoring, reviewing,
and evaluating processes of the 508(h) products.

Improving the Integrity of the Crop Insurance Program. OIG’s audit, investigations, and inspections staffs

reviewed the Federal crop insurance program and, in collaboration with FSA and RMA, identified a
number of fraud indicators or conditions that are often associated with fraud, abuse, and mismanagement.
We identified two major factors that must be in place to support the integrity of the crop insurance
program: effective management controls to ensure program operations meet objectives and aggressive
enforcement through criminal investigations and compliance reviews.

We highlighted prior recommendations that the crop insurance program: (1) accelerate plans to create a
single comprehensive information system for crop insurance, conservation, and farm programs; (2) increase
coordination and communication between RMA and FSA to ensure more effective growing season
inspections; (3) establish an effective quality control review system to evaluate the private sector delivery
of the Federal crop insurance program; (4) strengthen RMA’s oversight and monitoring of the private
sector’s application of the quality control review system; (5) establish positive incentives for good delivery
performance by the private sector and strengthen sanctions and penalties for unacceptable program
delivery; (6) continue data-mining efforts to review Federal crop insurance data; and (7) increase the use of
geographic information systems to monitor producer compliance with program requirements.

Contract Provisions Not Enforced Against Food Service Management Companies (FSMC) Cost Local
School Food Authorities (SFA) $1.3 Million. We found that a large nationwide FSMC did not pass on to

local SFAs at least $1.3 million in incentives, discounts, and/or rebates it had received from food
manufacturers for food, beverage, and supply purchases as required in 106 contracts with SFAs. State
agencies responsible for overseeing the SFAs’ contracts did not have procedures in place to ensure that the
incentive provisions were enforced. FNS has proposed regulations to clarify that State agencies must check
SFA contracts for compliance prior to SFAs signing contracts with FSMCs on a yearly basis. The



9g-10

proposed regulations also require that companies providing food management services identify all
incentives (discounts, rebates, and other applicable credits) when billing an SFA. FNS generally agreed to
instruct the State agencies to work with SFAs to evaluate FSMC contract compliance pursuant to the terms
of the contracts.

Highlights of Current and Planned Investigations Work:

Hurricanes Katrina/Rita Activities. Investigations is continually participating in seven Hurricane Katrina
Fraud Task Forces throughout the country. To date, our investigations have yielded six indictments and
two convictions in investigations related to FSP. We are continually meeting with Departmental agencies
to determine what new programs have been implemented in support of the victims of these hurricanes, as
well as to determine what claims from the various Departmental programs appear to be fraudulent and
would be considered for investigation.

Crop Insurance, Deficiency, and Indemnity Payments Investigations. We are performing investigative

work on the fraudulent reporting by producers, as well as improper appraisals/evaluation of aflatoxin-
infected corn, which caused the improper payment of crop insurance claims and farm program deficiency
and indemnity payments. Further, we are looking into whether such corn was advertently or inadvertently
released into the food supply.

FNS Program Investigations. Investigations is working with State and local law enforcement entities, who
have a joint interest to investigate violations involving the Women, Infant, and Children Program
(WIC)/Infant formula and Child and Adult Care Feeding Programs (CACFP). The WIC/Infant formula
investigations involve stolen infant formula that is relabeled and sold by unscrupulous wholesalers and
retailers. The CACFP cases involve entities fraudulently over-reporting numbers of individuals receiving
benefits at their respective facilities.

Selected Examples of Recent Progress — Investigations:

Texas Producer and Corporation Sentenced — Ordered To Pay $362,775 for Farm Subsidy Fraud. On
September 29, 2006, a Texas producer and a corporation were sentenced in U.S. District Court, Northern
District of Texas, to serve 60 months of probation and were ordered to pay $362,775 in restitution. The
OIG investigation disclosed that, during 2000, individuals operating independently as a corporation and as
other farming entities fraudulently participated in RMA and FSA programs. The parties shifted their 2000
cotton production (totaling approximately $400,000) and reported the same production for program
payments. In June 2006, the producer pled guilty to misprision of a felony.

Fraudulent Receipt of Hurricane Disaster Benefits. On October 3, 2006, a woman was sentenced in

U.S. District Court, Southern District of Mississippi, to serve 36 months of probation and was ordered to
pay $4,000 in restitution to the Federal Emergency Management Agency (FEMA). The OIG investigation
disclosed that three individuals fraudulently received FEMA emergency assistance related to a damaged
dwelling that was unoccupied for the prior 2 years. The ineligible applicants included the woman who
submitted the application, a food stamp recipient serving prison time in the State penitentiary, and an
individual residing in a drug rehabilitation unit. In July 2006, the woman pled guilty to making false
claims to FEMA in relation to Hurricane Katrina disaster benefits.

Former Financial Officer Sentenced for Role in Payment Limitations Scheme in Montana. On August 16,
2006, a former FSA financial officer was sentenced in U.S. District Court, District of Montana, to

4 months’ home confinement and 30 months’ probation for his role in assisting another individual in
defrauding FSA. The OIG investigation disclosed that the other individual circumvented payment
limitations and illegally received $1.4 million from FSA. The former financial officer assisted this
individual by providing false financial documents to FSA. The other individual was previously sentenced
in June 2006 to 10 months in Federal prison and ordered to pay $226,035 in restitution.
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Company President in Arizona Sentenced — Ordered To Pay $608.707 for Fraud in Market Access
Program. On July 31, 2006, the president of an export management company was sentenced in

U.S. District Court, District of Arizona, to serve 12 months in prison followed by 3 years of supervised
release. He was also ordered to pay $608,707 in restitution. The OIG investigation revealed that the
company president submitted false claims pertaining to the Market Access Program (MAP), which pays
half the promotional costs for selling American agricultural products to foreign countries. From

December 2000 to March 2004, the company president submitted 44 claims totaling $1,322,503 for
payment to the Foreign Agricultural Service under MAP. He submitted fraudulent checks in support of the
reimbursement claims and received $585,057 in USDA funds. He was charged with theft and false
statements.

Arkansas Kennel Owners Sentenced — Agree To Forfeit $1.3 Million in Assets and Pay $42,000 to Animal
Rescue Groups for Animal Welfare Act (AWA) Violations. On July 14, 2006, the owners of a kennel in
Williford, Arkansas, were sentenced in the U.S. District Court, Eastern District of Arkansas, for mail fraud
and misprision (failure to report knowledge) of a felony. The OIG investigation disclosed that from
January 1999 to December 2003, the kennel owners fraudulently made approximately $3.5 million by
selling dogs and cats to USDA-licensed research facilities. The kennel owners admitted obtaining the
majority of their dogs from unauthorized sources, in violation of the AWA. Both kennel owners pled guilty
and agreed to forfeit $200,000 in cash and 700 acres of land valued at $1,100,000. They also agreed to pay
a total of $42,400 in partial reimbursements to 12 animal rescue groups. One of the kennel owners was
sentenced to serve 6 months’ home detention and 36 months’ probation and was ordered to pay a

$7,500 fine. The spouse was sentenced to serve 24 months’ probation and ordered to pay a $2,500 fine.

Chicago Store Owner Convicted of Conspiracy To Provide Material Support to Terrorism Pleads Guilty to
Food Stamp Trafficking Scheme. In August 2006, the owner of a grocery store in Chicago, Illinois, was
sentenced to 51 months in prison with 36 months of supervised release and was ordered to pay $1.4 million
in restitution after pleading guilty to wire fraud and money laundering. From May 1999 through December
2000, the store owner had redeemed approximately $1.6 million in electronic food stamp benefits and
conspired with other persons and unauthorized stores to conduct thousands of illegal electronic food stamp
benefit transactions that resulted in a loss to the Government of approximately $1.4 million. In June 2006,
the same store owner also pled guilty in Federal court in Florida to conspiracy for providing funding to the
Palestinian Islamic Jihad, which is in violation of the International Emergency Economic Powers Act. In
July 2006, the store owner was sentenced to 37 months in prison.

Goal 3: MANAGEMENT OF RESOURCES - Increase the efficiency and effectiveness with which USDA
manages and employs public assets and resources including physical and information resources.

Given the scope of USDA program assets and annual spending, the effectiveness and efficiency with which
USDA manages its assets is critical. Increasing the efficiency and effectiveness with which USDA
manages and employs public assets and resources, including physical and information resources, involves
continual audit and investigative efforts in the areas of financial management and accountability, protection
of public assets, natural resources, employee corruption, information technology (IT) security and IT
management, and special resource challenges facing USFS — the steward of 193 million acres of national
forests and grasslands.

Highlights of current and planned OIG audits and investigations, as well as select examples of recent
progress accomplished through OIG audits and investigations are described below:

Highlights of Current and Planned Audit Work:

Hurricanes Katrina and Rita Recovery Efforts. In addition to the activities noted in the previous section on
the 2005 hurricane-related reviews, auditors have specific plans for reviewing the short, intermediate, and
long-term recovery efforts. The overriding objective of the USDA/OIG audit plan is to ensure
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accountability, and it focuses heavily on prevention. OIG is reviewing controls and monitoring and
advising Department officials on contracts, grants, and purchase transactions.

Barge Movement and Transportation Differential Agreements. This audit evaluates FSA’s

awards of Barge Movement Agreements and Transportation Differential Agreements to reduce stress on the
grain transportation system caused by Hurricane Katrina. It includes an evaluation of the award process
and oversight of the award recipients’ compliance with the award.

Emergency and Alternative Grain Storage. This audit is evaluating the actions initiated by
FSA officials in awarding and administering the emergency and alternative grain storage initiatives, as
related to Hurricanes Katrina and Rita.

Conservation Security Program. This audit will determine the adequacy of NRCS’ controls to ensure
program integrity.

Review of RMA’s Compliance Activities. The audit will determine if compliance activities are adequate to
improve program compliance and integrity and detect and reduce fraud, waste, and abuse.

Management Controls Over Research. OIG initiated an audit to evaluate ARS’ management controls over
internal and external research agreements.

Implementation of Renewable Energy Programs in USDA. The audit will determine whether efforts in
USDA to implement and deliver renewable energy programs have controls to prevent duplication of
funding or research and to ensure that recipients of renewable funding are eligible and that funds are spent
on authorized purposes only.

Review of USDA’s Accountability for Actions Taken on Civil Rights Complaints. The audit will evaluate

USDA'’s progress in addressing employee civil rights complaints and holding employees accountable for
acts of discrimination.

USFS Invasive Species Program. The audit will evaluate the efficiency and effectiveness of USFS’ efforts
to reduce, minimize, or eliminate the introduction, establishment, spread, and impact of detrimental species.

USFS Operations Under the National Response Plan. The audit will be conducted jointly with DHS/OIG.
It will determine if USFS’ past charges for work related to hurricane response and recovery are adequately
supported. It will also evaluate the adequacy of coordination, training, direction, and written agreements
between DHS and USFS. The audit will also identify factors or barriers that may affect USFS’ ability to
fulfill its mission under the National Response Plan.

Compliance with the Improper Payments Information Act — Risk Assessment. We initiated audits of

several USDA agencies’ efforts to quantify improper payment error rates for high-risk programs. We will
determine if accurate estimates of improper payments have been made.

Selected Examples of Recent Prozreés — Audit/Inspections:

Grain Inspection, Packers and Stockyards Administration’s (GIPSA) Management and Oversight of
Packers and Stockyards Programs (P&SP) Need Improvement. We found P&SP had difficulties defining
and tracking investigations, planning and conducting competition and complex investigations, and making
agency policy. GIPSA agreed to: (1) define investigations by differentiating between performing onsite
reviews and obtaining publicly available data; (2) validate data in the tracking system; (3) timely identify
the work to be performed, perform the fieldwork and analysis, and report on the results; (4) promptly act on
policy issues and guidance; and (5) perform internal reviews to monitor and report on agency activities.
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Saving the Chesapeake Bay Watershed Requires Better Coordination of Environmental and Agricultural
Resources. We found that the U.S. Environmental Protection Agency (EPA) must improve its coordination
and collaboration with its Bay partners and the agricultural community to better reduce nutrients and
sediment entering the Chesapeake Bay watershed. USDA, a Bay partner at the Federal level, could
significantly assist EPA in implementing the needed conservation practices within the agricultural
community. Given its many conservation programs, extensive field organization, and long experience
working with the agricultural community, USDA's commitment and collaboration would significantly
contribute to the EPA Chesapeake Bay Program Office’s plan for long-term improvement to the Bay’s
water quality. However, USDA has not coordinated a Departmentwide strategy or policy to address its
commitment as a Bay partner.

We recommended that USDA assign a senior level official to coordinate with EPA’s Chesapeake Bay
Program, review the feasibility of targeting USDA funds geographically, direct agencies to expedite the
development and implementation of outcome-based performance measurements for evaluating the
effectiveness of their conservation efforts and programs, and develop a tracking system for maintaining a
list of technical assistance and financial assistance requests from landowners and agricultural producers that
cannot be completed due to limited funding. Although these steps will not by themselves solve the Bay’s
problems, they will significantly assist the Bay partners in cleaning up the Bay. USDA concurred with the
recommendations and has moved expeditiously to implement them.

Relief Determinations Not Properly Tracked and Analyzed To Prevent Errors. The “finality rule” and
“equitable relief” allow the forgiveness of repayment in those cases when a farm program participant acted
in good faith, but FSA or the producer erred to cause an overpayment. Our review of the States’ manual
equitable relief reports submitted to the national office for calendar year 2003 and our detailed review of
equitable relief determinations in three States found that the $694,629 of approved equitable relief reported
to Congress for that year was understated by at least $1,894,254. Further, FSA did not analyze its equitable
relief and finality rule cases to identify weaknesses in program delivery — neither the national office nor
the three State offices reviewed had analyzed the more than $2.7 million of approved 2003 requests
identified during the audit. FSA agreed to implement an automated system to track finality rule and
equitable relief determinations, analyze the information, and share the information with FSA’s Financial
Management Division for purposes of reporting on improper payments under the Improper Payments
Information Act of 2002.

RMA Needs to Improve Crop Insurance Premium Ratemaking Process. From 1975 to 2003, cotton and
wheat premiums were not sufficient to cover indemnities, resulting in net program losses totaling over
$1.2 billion and $1.6 billion, respectively. Corn, however, netted a surplus of $1.4 billion. To address the
significant losses and inequities, OIG found that RMA should improve its quality control over the
ratemaking process. In response to the audit, RMA performed an analysis of historical net indemnities and
premium rates to provide a more accurate indication of the current state of the crop insurance program. In
addition, RMA is working with OIG to finalize RMA procedures for the ratemaking process and plans to
contract with an actuarial firm to review, update, and document the disaster reserve factor.

Hurricanes Katrina and Rita Recovery Efforts — RHS Provided Duplicate Rental Housing Assistance to
Hurricane Victims. After Hurricanes Katrina and Rita, USDA’s RD placed 11,000 evacuees into

4,100 apartments and provided $2.6 million in emergency rental assistance. USDA/OIG found that much
of the $2.6 million was unnecessary and duplicative of aid provided by FEMA. Our review found RD’s
database contained inaccurate information. RD did not monitor owners to ensure they were not receiving
rental assistance from RD as well as rent from victims of the hurricane. RD is preparing for its response to
future disasters by developing policy and procedures for coordinating actions and sharing information with
other agencies and improving information system controls.

USFS Needs To Reevaluate Cost Share Agreements and Wildland Fire Use. The majority of USFS’ large

fire suppression costs are directly linked to protecting private property in the wildland urban interface
(WUI). USFS managers need to renegotiate their agreements with State and local governments to more
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appropriately apportion WUI protection responsibilities and costs. We also determined that USFS needs to
change some policies regarding wildland fire use (WFU). USFS needs to increase the number of available
qualified personnel and expand WFU to help control the costs of future fires. Additionally, USFS needs to
strengthen its costs containment controls. Processes need to be implemented to more effectively hold
managers accountable for financial impact of their decisions. USFS’s cost containment reviews had limited
effectiveness. The reviews did not sufficiently address large cost drivers, did not assure identified
problems were corrected and communicated to affected parties, and were not conducted with sufficient
frequency. USFS agreed with the reports’ findings and recommendations and has started initiating
corrective action.

USFS Needs To Improve Its Oversight and Management of Contracted Fire Crews. USFS needs to
improve its contract oversight to ensure that contract employees had achieved both the training and
experience requirements for the positions they held on firefighting crews. Our review found that a
significant number of contract firefighters may not have been qualified to perform the duties required under
the contract. We determined that USFS also needs to address control weaknesses at wildfire suppression
associations that provide training to contract employees. Additionally, USFS needs to improve language
proficiency assessments to ensure contract crew personnel can communicate adequately with USFS
incident management personnel. Finally, USFS needs to coordinate with other Federal agencies to identify
undocumented workers on contracted crews. USFS agreed with all the recommendations contained in the
report and established timeframes for corrective actions.

USFS Process for Identifying Risks, Prioritizing, and Funding Hazardous Fuels Projects Needs
Improvement. Hazardous fuels that feed forest fires are accumulating at a rate three times faster than USFS
has the ability to accomplish reduction treatments. Our audit determined USFS lacked a consistent
analytical process for assessing risks that communities faced from wildfires and determining if hazardous
fuel projects would be cost beneficial. USFS lacked controls that would enable it to identify, prioritize, and
fund fuel reduction projects that would decrease risk the most and provide the greatest benefits. Under
USFS’ decentralized management structure, the identification and prioritization of projects was performed
by and at the discretion of individual field units. There was no uniform methodology to enable projects to
be compared between districts, forests, regions, or on a National basis. There were no controls in place to
prevent funds from being allocated to projects in order to achieve targets of acres treated instead of
reducing the most risk. USFS has accepted our recommendations for corrective action and has provided
timeframes for completion.

FY 2005 and 2006 Consolidated Financial Statement Audits. USDA and the standalone agencies
(Commodity Credit Corporation, USFS, FNS, Federal Crop Insurance Corporation/RMA, Rural Telephone
Bank, and RD Mission Area) received unqualified opinions on their FY 2006 financial statements. An
unqualified opinion means USDA and standalone agencies’ financial statements fairly presented their
financial position and related reporting. This achievement reflected the overall improvements made by
USDA in the area of financial management. OIG noted, however, that USDA needed to improve its overall
financial management, IT security and controls, and certain financial management practices and processes.
The Office of the Chief Financial Officer has immediate and long-term plans to substantially improve these
financial and IT weaknesses. The Department plans to submit a detailed Action Plan no later than
December 31, 2006.

FY 2005 Federal Information Security Management Act. We conducted an audit of USDA’s effort to meet
the requirements of FISMA and improve the management and security of its IT resources. Although
USDA agencies have accelerated their efforts to comply with Federal information security requirements
during the fiscal year, we continued to find significant weaknesses that can be attributed to a lack of
management oversight and monitoring at both the Department and its agencies. While progress has been
made, there is still much to be accomplished. Due to the significance of these weaknesses, the Department
cannot be assured that its systems and data are adequately secured. IT security remains a material internal
control weakness for the Department.
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Highlights of Current and Planned Investigations Work:

OIG’s National Computer Forensics Division (NCFD). In 1987, OIG established an NCFD and expanded
the unit in 2006 to include five computer specialists. These specialists are uniquely trained to detect
high-tech criminal activity, collect and analyze digital evidence, and preserve it for use in court. The
computer specialists are on-call at all times and prepared to travel to any location in the country to provide
computer support in criminal investigations. As a result, OIG has increased its IT capacity in evidence
recovery, detection of computer intrusion, and other forensic applications. Virtually all OIG investigations
now involve some form of electronic evidence. As criminals have begun to use more sophisticated
methods for committing and concealing their crimes and proceeds, criminal investigators have had to keep
abreast with equally sophisticated methods to combat such criminal activity through IT solutions, such as
the use of computerized data mining and analysis techniques and sophisticated computer hardware and
software packages.

Investigations will continue its efforts of fully utilizing IT forensic analysis throughout its criminal
investigations. Such efforts are to enhance its investigations in retrieving and analyzing evidence found on
computer systems and equipment.

Bioenergy Program. Investigations identified the Bioenergy program, administered by FSA, as a priority
on which to focus investigative resources. This program seeks to expand industrial consumption of
agricultural commodities by promoting their use in bioenergy.

Selected Examples of Recent Progress — Investigations:

Water Authority Manager Gets 8 Years in Prison. In June 2006, the former general manager of a rural
water authority in Ohio, which was a Rural Utilities Service borrower, was sentenced to 96 months of
imprisonment for a variety of illegal activities, including bribery, acceptance of gratuities, and false
statements. The former official was also ordered to pay $88,000 in restitution and will be subject to

36-60 months of post-release supervision. The former general manager accepted bribes (money and home
remodeling) and gratuities (hunting trips and hunting and fishing equipment) from vendors and contractors;
offered bribes and directed potential witnesses to destroy documentary evidence and make false statements
to investigators; directed a vendor to issue checks to a contractor who in turn wrote checks to him;
defrauded the rural water company by having contractors bill the water company for the remodeling of his
home, the repair of his family’s automobiles, and repairs to his home computer (which was purchased by
the rural water company); and diverted the rural water company’s purchased merchandise and services to
his and his family’s use. Also, in June 2006, the water authority’s former fiscal officer was sentenced to
24 months of probation, fined $5,000, and ordered to perform 200 hours of community service for aiding
the general manager in the illegal activities. This investigation was conducted jointly with the Office of the
Ohio Auditor of State.

State Executive Director Retires After Investigation. In January 2006, an FSA State Executive Director
(SED) unexpectedly retired on the heels of an OIG investigation into an alleged conflict of interest
involving construction bids for a new USDA Service Center. In 2005, the SED became personally
involved in the bidding process to select a contractor to build a USDA Service Center and attempted to
influence the decisions of the bid selection committee in favor of the SED’s son, a licensed contractor. The
bid was never awarded, and the Service Center will not be built.

OIG Investigates Computer Intrusion Involving 26,000 USDA Employees. After a request by the

Department, OIG used its NCFD to determine that two computer servers had been compromised multiple
times by hackers in June 2006, but that the database containing personal identity information for

26,000 USDA employees had not been compromised or transferred from USDA computers. OIG continues
to work with the Office of the Chief Information Officer to ensure that all USDA networks and employee
personal information are secure.
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Employee Steals and Resells Over $162,000 in USDA-Owned Software. In April 2006, a former
Agricultural Marketing Service (AMS) supervisor pled guilty to theft of Government property and was
later terminated by AMS. From November 2000 through December 2003, the former employee purchased
and/or directed subordinate employees to purchase 294 copies of computer software from various vendors
at the expense of the Government. The software, valued at $162,859, was re-sold by the former employee
for personal gain. In September 2006, the former AMS supervisor was sentenced to serve 18 months in
prison, to be followed by 36 months of supervised release and was ordered to pay restitution of $162,859.
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OFFICE OF INSPECTOR GENERAL

Summary of Budget and Performance

Statement of Agency Goals and Objectives

OIG has three goals and three objectives that contribute to the strategic goals of the Department.

USDA Strategic OIG Strategic OIG Objectives Programs Key Outcome
Goal Goal that
Contribute
Supports all of Strategic Goal 1: | Objectives: (Strategic | Audit/ Key Outcome 1:
USDA’s Strategic | Support USDAin | Goals 1,2, & 3) Investigations | (below)
Goals the enhancement - Continuously monitor
of safety and and assess risks and
security measures | areas of emphasis in
to protect USDA USDA programs and
and agricultural operations to identify
resources and in those that are critical.
related public — Target resources to
health concerns. address critical risks in
USDA vulnerabilities
in areas of emphasis
related to safety and
security, program
integrity, and resources
management.
— Increase quality and
frequency of
communication and
information sharing
with USDA agencies
and other organizations.
Supports all of Strategic Goal 2: | Objectives: Audit/ Key Outcome 2:
USDA'’s Strategic | Reduce program — same as above for Investigations | (below)
Goals vulnerabilities and | Strategic Goals 1, 2,
enhance program &3
integrity in the
delivery of benefits
to individuals.
Supports all of Strategic Goal 3: | Objectives: Audit/ Key Outcome 3:
USDA'’s Strategic | Increase the — same as above for Investigations | (below)
Goals efficiency and Strategic Goals 1, 2,

effectiveness with
which USDA
manages and
employs public
assets and
resources
including physical
and information
resources.

&3
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Key Outcomes:

Kev Outcomes — Strategic Goals 1-3:

»

vV VYVV V¥V

Establishment of internal systems’ capabilities and reporting requirements to track progress
against performance measures and goals.

Development of criteria to establish priorities in terms of dollars; level of Congressional,
Departmental, or public interest; risk factors; or other concerns.

Establishment of inventory of resources to include ad hoc experts.

Establish prevention and detection methods to reduce program losses through trend analysis.
Development of self-assessments and other tools for USDA agencies to identify fraud, waste, and
abuse in internal and program operations.

Establish process for continuous exchange with USDA program officials and other stakeholders.
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Strategic Objective 1: Continuously monitor and assess risks and areas of emphasis in USDA programs
and operations to identify those that are critical.

Strategic Objective 2: Target resources to address critical risks in USDA vulnerabilities in areas of
emphasis related to safety and security, program integrity, and resources management.

Strategic Objective 3: Increase quality and frequency of communication and information sharing with
USDA agencies and other organizations.

Strategic Objective and Funding Matrix

(Dollars in Thousands)
2006 Actual 2007 Estimated 2008 Estimated
Increase
Staff- Staff- Or Staff-
Program Amount Years Amount Years Decrease = Amount Years
Investigations

$40,562 264 $40,462 270 $2,377  $42,839 274

Audit 38,971 331 38,871 345 2,288 41,159 346
Total 79,533 595 79,333 615 4,665 83,998 620

Selected Accomplishments Expected at the FY 2008 Proposed Resource Level:

Annually, OIG identifies the most significant USDA programs for audit and allocates resources to these
areas. During FYs 2007 and 2008, OIG will use its audit resources to evaluate how well the Department
has accomplished its strategic goals and objectives. OIG will also use its audit resources to determine how
well the Department has implemented the initiatives in the President’s Management Agenda.

OIG*s proposed current and planned audits/investigations for 2008 are contained in the Status of Programs
summary. A sampling of what OIG expects to accomplish includes reviewing: the Strategy for Pandemic
Influenza; Agricultural Inspection Activities; Hurricanes Katrina and Rita Recovery Efforts; Crop
Insurance, Deficiency, and Indemnity Payments Investigations; and Food and Nutrition Service Program
Investigations.
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Summary of Budget and Performance

Key Performance Outcomes and Measures

OIG Goals.

— Strategic Goal 1: Support USDA in the enhancement of safety and security measures to protect USDA
and agricultural resources and in related public health concerns.

— Strategic Goal 2: Reduce program vulnerabilities and enhance program integrity in the delivery of
benefits to individuals.

— Strategic Goal 3: Increase the efficiency and effectiveness with which USDA manages and employs
public assets and resources, including physical and information resources.

Key Outcomes:
Key Outcomes — Strategic Goals 1-3:

> Establishment of internal systems’ capabilities and reporting requirements to track progress
against performance measures and goals.

Development of criteria to establish priorities in terms of dollars; level of Congressional,
Departmental, or public interest; risk factors; or other concerns.

Establishment of inventory of resources for special assignments to include ad hoc experts.
Establishment of prevention and detection methods to reduce program losses through trend
analysis.

Development of self-assessments and other tools for USDA agencies to identify fraud, waste, and
abuse in internal and program operations.

Establishment of processes for continuous information exchange with USDA program officials
and other stakeholders.

vV V VYV

Long-term Performance Measures: OIG recognizes that we have only limited control, primarily in our
ability to influence others over the action taken in response to our work and that many of our statutorily
mandated functions (e.g., audit and investigations) have lengthy external decision and implementation
processes associated with them. Therefore, we will take a life-cycle approach to our recommendations and
actions and measure our performance in the stages required for OIG to ultimately influence change. These

stages are:

» Are we doing the most important work?

> Are our recommendations and actions motivating a response?

> Has the response to our work been implemented?

» Has the response had the desired improvement effect?

» How does this improvement manifest itself as progress toward OIG’s and USDA’s goals?

Keyv Performance Measures:

Performance Measure 1: Percentage of direct resources dedicated to critical risks or high-impact activities
related to the improvement of USDAs safety and security, program integrity, or resources management.

Performance Measure 2: Percentage of audit recommendations where management decisions are achieved
within 1 year.

Performance Measure 3: Percentage of cases where criminal, civil, or administrative action is taken in
response to investigative reports.
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Performance Measure

2003
Actual

2004
Actual

2005
Actual

2006
Actual

2007
Target

2008
Target

Performance Measure No. 1

Percentage of direct resources
dedicated to critical risks or
high-impact activities related to
the improvement of USDA’s
safety and security, program
integrity, or resources
management.

81%

93%

92%

91%

90%

90%

Performance Measure No. 2

Percentage of audit
recommendations where
management decisions are
achieved within 1 year.

78%

79%

87%

94%

85%

85%

Performance Measure No. 3

Percentage of cases where
criminal, civil, or administrative
action is taken in response to
investigative reports.

61.6%

68%

68%

59%

65%

65%
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OFFICE OF INSPECTOR GENERAL

Summary of Budget and Performance

Full Cost by Strategic Objective

(Dollars in thousands unless noted)

2006 2007 2008
Program Items Amount Amount Amount
Goal 1: Support USDA in the enhancement of safety and security measures to protect USDA
and agricultural resources and in related public health concerns.
Investigations $5,476 $5,462] $5,783
Audit 5,261 5,248 5,639
Total — Goal 1 10,737 10,710 | 11,422
Number of Audits That Fall Under Goal 1 11 12 12
Number of Days Charged 5,866 5,698 5,874
Auditor Cost Per Day ($) $897 $921 $946
Dollar Expenditure for Goal 1 $5,261 $5,248  $5,556
Number of Investigations That Fall Under Goal 1 60 60 60
Number of Days Charged 5,202 5,053 5,209
Investigator Cost Per Day ($) $1,053 $1,081 $1,110
Dollar Expenditure for Goal 1 $5,476 $5,462  $5,783
Goal 2: Reduce program vulnerabilities and enhance program integrity in the delivery of
benefits to individuals.
Investigations $16,874 $16,832] $17,821
Audit 16,212 16,170 17,122
Total — Goal 2 33,086 33,004 | 34,943
Number of Audits That Fall Under Goal 2 35 38 38
Number of Days Charged 18,077 17,557 18,102
Auditor Cost Per Day ($) $897 $921 $946
Dollar Expenditures for Goal 2 $16,212 $16,170 $17,122
Number of Investigations That Fall Under Goal 2 103 100 100
Number of Days Charged 16,030 15,570 16,051
Investigator Cost Per day ($) $1,053 $1,081 $1,110
Dollar Expenditures for Goal 2 $16,874 $16,832 $17,821
Goal 3: Increase the efficiency of and effectiveness with which USDA manages and employs
public assets and resources including physical and information resources.
Investigations $18,212 $18,167] $19,235
Audit 17,498 17,453] 18.480
Total - Goal 3 35,710 35,621 | 37,715
Number of Audits That Fall Under Goal 3 41 45 45
Number of Days Charged 19,511 18,950 19,538
Auditor Cost Per Day ($) $897 $921 $946
Dollar Expenditures for Goal 3 $17,498 $17,453 $18,480




2006 2007 2008
Program Items Amount Amount Amount
Number of Investigations That Fall Under Goal 3 88 80 80
Number of Days Charged 17,302 16,805 17,325
Investigator Cost per Day ($) $1,053 $1,081 $1,110
Dollar Expenditures for Goal 3 $18,212 $18,167 $19,235
Total Cost for All Objectives
Investigations $40,562 $40,462| $42,839
Audit 38971 38.871] 41,159
Total 79,533 79,333 | 83,998
Performance Measures — Audit/Investigations
(1) Percentage of direct resources dedicated to 91% 90% 90%
critical risks or high-impact activities related to
the improvement of USDA’s safety and security,
program integrity, or resources management.
(2) Percentage of audit recommendations where 94% 85% 85%
management decisions are achieved within 1 year.
(3) Percentage of cases where criminal, civil, or 59% 65% 65%

administrative action is taken in response to
investigative reports.






