U.S. Department of Labor Assistant Secretary for
Veteran's Employment and Training

Washington, D.C. 20210

October 30, 1998

ASVET MEMORANDUM NO. 2-99

MEMORANDUM FOR: REGIONAL ADMINISTRATORS AND DIRECTORS FOR
VETERANS EMPLOYMENT AND TRAINING

FROM: E ION (AL) BORREGO
SUBJECT: Management Control/Risk Assessment Reviews

PURPOSE: This memorandum provides information on the agency’s plan to perform a review of
agency management controls, and assess inherent risks if such controls are either not being fully
implemented, are lacking, or need refinement. An important part of this effort will be providing
technical assistance to address such management control issues, and to identify “best practices™
used by various organizational components that can be shared with the entire agency.

REFERENCES: Federal Financial Managers’ Financial Integrity Act (P.L. 97-255); Government
Performance and Results Act (P.L. 103-62); OMB Circular No. 123 Revised (Management
Accountability and Control); Inspector General Act (P.L. 95-452, as amended); Chief Financial
Officers Act (P.L. 101-576)

BACKGROUND: The Federal Financial Manager’s Financial Integrity Act (FFMFIA)
specifically requires that agency heads establish management controls and annually report on the
control and financial systems that protect the integrity of Federal programs. The Chief Financial
Officer’s Act requires agency heads to assure the Chief Financial Officer that management
controls exist and are adequate to provide reasonable assurance that data used to compile
performance information included in the Department’s Consolidated Financial Statements is

accurate and complete.

These laws also provide for external oversight functions to ensure that the management control
mandate is implemented. For instance the Chief Financial Officer’s Act requires CFO auditors to
report on internal controls and audit financial statements, and the Inspector General Act provides
for independent reviews of agency programs and operations. The Government Accounting
Office performs audits and reviews at the agency level to ensure that the provisions of these laws,
including the Government Performance and Results Act (Results Act), are complied with.
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INFORMATION: OMB Circular 123 sets forth the mandate that proper stewardship of Federal
resources is a fundamental responsibility of agency managers and staff. It is necessary that
Federal employees ensure that government resources are used efficiently and effectively to
achieve intended program results. Such resources must be used consistent with agency mission,
in compliance with law and regulation, and with minimal potential for waste, fraud, and
mismanagement.

The way to achieve this mandate is by establishing, assessing, correcting and reporting on
management controls. OMB Circular No. 123 describes management controls as the
organization, policies, and procedures (in essence, the tools) used by agencies to reasonably
assure that (1) programs achieve their intended results; (2) resources are used consistent with
agency mission; (3) programs and resources are protected from waste, fraud, and
mismanagement; (4) laws and regulations are followed; and (5) reliable and timely information is
obtained, maintained, reported and used for decision-making. Management accountability is
described as the expectation that managers are responsible for the quality and timeliness of
program performance, increasing productivity, controlling costs and mitigating adverse aspects
of agency operations, and assuring that programs are managed with integrity and in compliance
with applicable law. ’

VETS has developed a Strategic Plan and Annual Performance Plans consistent with the
mandates of the Results Act. Specific performance goals have been established, and results-
oriented, accountable management will be crucial to our success in meeting them. VETS is now
at an important stage in reorienting agency management processes to support attainment of these
goals. We are moving to integrate plans and goals into the budget process and the operational
management of programs. Instituting the Veterans’ Operations and Program Activities Report
(VOPAR) has been key in this effort. A critical outgrowth of this process ultimately will be
accountability reporting to the public on performance results, and on the integrity, efficiency, and
effectiveness with which they are achieved.

In order to assist us in meeting our mandates under the FFMIA, the Chief Financial Officer’s Act
and the Results Act and to determine if the ASVET’s policies are being implemented, the agency
is undertaking a review of VETS’ system of management controls, and assessing inherent risks
if such controls are either not being fully implemented, are lacking, or need refinement. For the
field this review will look at Regional operations. A pilot review was conducted in Atlanta in
August, 1998, and a second pilot is planned in the very near future for Philadelphia. The pilots
serve to test the effectiveness of the review instrument, and to make necessary refinements.

The review team will be composed of Office of Agency Management and Budget (OAMB) and
Office of Operations and Programs (OOPS) representatives, plus representatives from the field
selected by the OOPS Director. The review will focus on the following inter-related items:

1. Identifying the management controls utilized by the agency and Regional Administrator, and
their effectiveness. Part of this process will be determining the extent that management controls
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utilized by the agency and Regional Administrator inciude checks on the use of DOL and VETS
operational guidance (such as use of the DVOP/LVER and Local Employment Service Office
manuals or other similar guidance during local office reviews).

2. Determining the extent to which the agency’s and Regional Administrator’s planning
mechanisms and Annual Work Plan process further Results Act principles and the goals of
VETS’ Strategic and Annual Performance Plans.

3. Determining how the Regional Administrator ensures that information entered in the
Veterans’ Operations and Program Activity Report (VOPAR) is accurate and timely.

---Is information entered into (and obtained from) the USERRA Information
Management System and the DVOP/LVER Information Management System accurate, complete
and timely?

---How reliable is data obtained from outside sources; are VETS staff doing everything
they can to help ensure data accuracy?

4. Determining the extent to which agency and Regional administrative support meets DOL and
VETS standards. ’

5. Determining areas where National Office programmatic and administrative guidance is weak,
out of date, or non-existent, and the impact this has on Regional operations.

If issues are identified during the Regional part of the reviews, the team will make action-
oriented recommendations to resolve the issues as part of the report that will be shared with the
Regional Administrator. Where possible and consistent with the talents of individual team
members, technical assistance to implement agreed upon actions will also be offered.
Additionally, the review team will identify management control “best practices” that individual
Regions have developed, and share such best practices with the entire agency.

These Management Control/Risk Assessment reviews have a high priority, and all VETS staff
are expected to cooperate fully in their implementation.

ACTION:

1. The attached draft Management Control/Risk Assessment Review instrument lists
“Records the Region Should Make Available for the Review” at the end of each of 10
Subject Area sections. Each Regional office will be expected to take necessary action to
ensure that all such records are on hand and available for the review team’s ready
reference at the beginning of and throughout the review week. However, since the
Philadelphia pilot review may further refine the lists of “Records the Region Should
Make Available for the Review”, no action need be taken by other Regions at the present
time.
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2. A revised instrument will be developed after the Philadelphia review. This version of the
instrument along with a schedule for remaining Regional visits is expected to be provided
by Director’s Memorandum shortly after the Philadelphia review. At the current time,
plans are to complete the Regional reviews by the end of FY 2000.

Regions are encouraged to use the Management Control/Risk Assessment instrument and
conduct a self-evaluation prior to the review team’s visit. If this is accomplished, the
purpose of the review team visit would be to validate the Region’s own self-

evaluation.

3. Current plans are for the review team to travel to the Regional office on Monday; conduct
all review activities by the close of business Thursday; and present a report of their
findings to Regional management in a Friday morning “closeout” meeting in the Regional
office.

4. Following the close-out meeting discussing the review’s findings, the review team will (if
necessary) redraft the report of findings to reflect any changes agreed upon and/or brought
to light at the close-out meeting, and submit this redraft to the Regional Administrator
within one week of the completion of the review.

5. The Regional Administrator will prepare a response to the review team’s close-out report
within one week of receiving it. In this response, the Regional Administrator shall
discuss any portions of the review findings on which he may wish to comment,
particularly those recommendations that he may not concur with, and recommendations
for National Office action. The Regional Administrator shall also address in this
response the nature and schedule of actions planned and taken on review team
recommendations that he has concurred with.

6. The Directors of OAMB and OOPS will conduct a preliminary meeting with the Regional
Administrator and the review team leader on the close-out report and the Regional
Administrator’s response; the two Directors will address any close-out report
recommendations that the Regional Administrator has not concurred with. The Director
of OOPS will then schedule a meeting with the ASVET/DASVET for himself and the
Regional Administrator to present the results of the review.

INQUIRIES: Questions should be directed to Eric Rudert on (202) 219-8421 or Heather Sexton
(202) 219-9105.

EXPIRATION DATE: September 30, 2000

Attachment
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