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Department of Veterans Affairs
Office of Inspector General
Washington, DC 20420

August 11, 2016

This is in response to your Freedom of Information Act (FOIA) request dated May 25,
2016 in which you asked for a copy of 17 VA OIG reports. Your request was received in
this office on May 25, 2016.

We have assigned FOIA Tracking Number 16-00299-FOIA to your request. Please
refer to it whenever communicating with VA about your request.

We have enclosed a copy of the requested records. However, all inter-agency or intra-
agency memorandums or letters which would not be available by law to a party other
than an agency in litigation with the agency have been withheld under FOIA Exemption
5, 5U.S.C. § 552 (b)(5). A total of 5 pages have been withheld in their entirety under
FOIA Exemption 5 as cited above.

We are also withholding all information which, if disclosed, would constitute a clearly
unwarranted invasion of an individual’s personal privacy under FOIA Exemption 6, 5
U.S.C. § 552 (b)(6), and Exemption 7C, 5 U.S.C. § 552 (b)(7)(C). Specifically, names,
job titles and other information which could reveal the identity of individuals mentioned
in the records have been withheld. We do not find any public interest that outweighs the
privacy interests of the individuals.

You may appeal this decision within 60 calendar days of the date of this determination
by submitting a signed, written statement by mail, fax, or email. You may submit your
appeal by using either of the following addresses or fax number:

U.S. Department of Veterans Affairs
Office of Inspector General

Office of the Counselor (50C)

810 Vermont Avenue, N.W.
Washington, DC 20420



VAOIGFOIA-Appeals@va.gov

(Fax) 202.495.5859

The appeal should include:

1. The name of the FOIA Officer
2. The date of the determination, if any
3. The precise subject matter of the appeal

If you choose to appeal only a portion of the determination, you must specify which part
of the determination you are appealing.

The appeal should include a copy of the request and VA's response, if any. The appeal
should be marked “Freedom of Information Act Appeal’.

Sincerely,

~___

DARRYL J
Chief, Release of Information Office

Enclosures
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To Report Suspected Wrongdoing in VA Programs and Operations:
Telephone: 1-800-488-8244
E-Maii: Hvaocighotline@va.gov
(Hotline information: Hhttp:/iwww.va.qov/oig/contacts/hotline.aspll)



Department of

Veteran Affairs Memorandum

Date: March 4, 2010
From:  Assistant Inspector Gencral for Audits and Evaluations (52)

swj:  Final Report — Independent Review of VA’s Fiscal Year 2009 Performance
Summary Report to the Office of National Drug Control Policy

ve:  Deputy Chiet Patient Care Services, Veterans Health Administration (116)
Chief Research and Development Officer, Veterans Health Administration (12)

1. The Office of Inspector General is required to review the Department of Veterans
Affairs’ (VA) Fiscal Ycar (FY) 2009 Performance Summary Report to the Director,
Officc of National Drug Control Policy (ONDCP), pursuant toa ONDCP Circular: Drug
Control Accounting (Circular), dated May |, 2007, and as authorized by 21 U.S.C.
§1703(d)(7). The Performance Summary Report is the responsibility of VA’s
management and is included in this report as Attachment A (Patient Care) and
Attachment B (Research and Development). The Circular is included as
Attachment C.

2. We have reviewed, according to the Circular’s criteria and requirements, whether
VA has a system to capture performance information accurately and whether that
system was properly applied to generate the performance data reported in the
Performance Summary Report. We have also reviewed whether VA offered a
reasonable explanation for failing to meet a performance target and for any
recommendations concerning plans and schedules for meeting [uture targels or for
revising or eliminating performance targets; whether the methodology described in the
Performance Summary Report and used to establish performance targets for the current
year is reasonable given past performance and available resources; and whether VA
has established at least one acceptable performance measure for each Drug Control
Decision Unit, as defined by the Circular, for which a significant amount of
obligations were incurred.

3. Our review was conducted in accordance with attestation standards established by
the American Institute of Certified Public Accountants, and the applicable standards
contained in Government Auditing Standards, issued by the Comptroller General of the
United States. An attestation review is substantially less in scope than an examination,



4. Based upon our review and the criteria of the Circular:

# Nothing came to our attention that caused us 1o believe that VA does not have
a system to capture performance information accurately and the sysitem was
not properly applied to generate the performance data reported in the
Performance Summary Report in all matcrial respects;

¥ Nothing camc to our attention that caused us to believe that VA did not meet
its F'Y 2009 target for the “Continuity of Care” performancce measure (Patient
Care} and the substance abuse disorder on-going studies performance measure
(Research and Development), in all material respects. As a result, VA is not
required to offer an explanation for failing to meet a performance target, for
recommendations concerning plans and schedules for meeting future targets, or
for revising or eliminating performance targets;

» Nothing came to our attention that caused us to belicve that the methodology
described in the Performance Summary Reports cstablishing performancc
targets for the current year is not reasonable given past performance and
available resources, in all material respects; and

v/

Nothing came to our attention that caused us to believe that VA did not
establish at least one acceptable performance measurc for cach Drug Control
Decision Unit, as defined by the Circular, for which a significant amount of
obligations were incurred in the previous fiscal year, in all material respects.

5. We provided you our drafl report for review. You concurred with our report
without {further comments.

6. This report is intended solcly for the information and use ol the U).S. Congress, the

ONDCP, and VA managemcnt. This report is not intcnded to be and should not be
used by anyone other than these specified parties.

(ariginal signed by:)
Belinda J. Finn

Attachments



Independent Review of VA’s Fiscal Year 2008 Performance Summary Repori
to the Office of National Drug Contrai Policy

Attachment A
Department of Veterans Affairs
Veterans Health Administration
FY 2009 Performance Summary Report

I. PERFORMANCE INFORMATION
Decision Unit 1: Veterans Health Administration
Measure 1: Continuity of Care
Table |
FY 2005 {FY2006 [FY2007 | FY2008 {FY 2009 | FY 2009 | FY 2010
Actual Actual Actual Actual Target Actoal Target
315% 37% 44% 48% 47% 52% 47%

(a) This measure was established to promote better substance use disorder (SUD)
treatment outcomes. It applies to patients entering specialty treatment for SUD in
inpatient, residential, domiciliary or outpatient programs, but not opioid substitution, to
determine if they are staying in treatment for at least 90 days. Research has shown that
good addiction treatment outcomes are contingent on adequatc lengths of treatment,
Many patients drop cut during the initial 90 days of treatment with limited clinical benefit
and high rates of relapsc. While two contacts per month for at least three months would
rarely be sufficicnt, most patients with chronic conditions require ongoing treatment for
at least this duration to establish early remission. Note: SUD includes patients with an
alcohol or drug use disorder diagnosis or both,

Indicator: Percent of patients beginning a new episode of treatment for SUD who
maintain continuous treatment involvement for at least 90 days after qualifying date
Numerator: Veterans beginning a new episode of treatment for SUD who maintain
continuous treatment involvement for at least 90 days as demonstrated by at least 2 days
with visits every 30 days for a total of 90 days in any of the outpatient specialty SUD
clinics.

Denominator: Veterans beginning a new cpisode of specialty treatment for SUD

(b) In FY 2009, 52% of VA patients in a specialized SUT? program successfully met the
measure, exceeding the target of 47%.

(c) Performance results are updated monthly on a VA intranet site and discussed on semi-
monthly national confcrence calls. In addition to establishing standards and providing
feedback, pay incentives of leaders at the network, facility, service, and program level are
directly linked to these quality metrics. Expansion funding over the past several years has
been used to improve the continuum of care in order to promote retention. This includces
efforts to arrange accessible transitional housing to facilitate program attendance and
establishing telemental health services capability at additional locations. Consultation is
offered through national resources including the Substance Use Disorder Quality
Enhancemcni Research Initiative and the Centers of Excellence in Substance Abuse



Independent Review of VA's Fiscal Year 2009 Performance Summary Report
to the Office of National Drug Control Policy

Attachment A

Treatment and Education. Informatics tools are shared within and across VISNs to
pramote active patient tracking and outreach.

(d) Performance Measures are maintained by the VHA Office of Quality and
Performance. In the casc of the SUD measure, workload data generated at the facility is
transmiticd 1o the VHA Austin Information Technology Center. The extraction
methodology uses the appropriate DSS identifier codes (stop codes) to select the patients
who meet the criteria for inclision in the measwre. ‘Fhe patient data is then extracted

fram the Austin P1F files and is maintaincd by the Officc of Quality and Performance. A
copy of the FY 2009 Office of Quality and Performance, Substance Use Disorder,
Continuity of Care Technical Manual Chapter is attached.

II. MANAGEMENT’S ASSERTIONS

(1) Performance reporting systems appropriate and applied.

Performance Measures are maintained by thc VHA Office of Quality and Performance.,
In the case of the SUD measure, workload data generated at the facility is transmitted to
the VHA Austin Data Center. The extraction methodology uses the appropriate DSS
identifier codes (stop codes) to select the patients who meet the criteria for inclusion in
the measure. The patient data is then cxtracted {rom the Austin PTF files and is
maintained by the Office of Quality and Performance. The system was properly applied
to generate the performance data.

(2) Explanations for not meeting performance targets are reasonable,
In FY 2009 the target of 47% was exceeded with an actual rate of 52%.

(3) Methodology to establish performance targets is reasonable and applied. The
target measures are set by the VHA Office of Quality Performance in conjunction with
the Office of Patient Carc Services and for FY 10 the target will remain at 47%.

(4) Adequate performance measures exist for all significant drug control activities
VHA is measuring the identification and treatment of those having a SUD issue.
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Attachment

FY 2009, Q4v1
TECHNICAL MANUAL

for the

VHA
Performance Measurement
System

Office of Quality and Performance (10Q)
July 15, 2009

Qu A
Performancod
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to the Office of National Drug Control Policy
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Performance Measure 19: Mental Health Measure
19a Substance Use Disorder ~ Continuity of Care

VHA Performance Measure {mnemonic sa5)

Rationale:

This measure applies to patients entering specialty treatment for substance use disorders
(inpatient, residential, domiciliary or outpatient, but not opioid substitution), to determine if
they are staying In treatment for at least 90 days. It involves 100% review of administrative
databases using clinic stop codes to determine specialty care of substance use disorders
{5UD). The performance period applies to patients completing their 90-day retention period
from October 08 through August 09. Research has shown that good addiction treatment
outcomes are contingent on adequate lengths of treatment. There is no predetermined
length of addiction treatment that assures success, but duration of treatment is the factor
most consistently associated with successful addiction treatment outcome®224, Many
patients drop out during the initial 90 days of treatment with limited clinical benefit and high
rates of relapse. While twa contacts per month for three months would rarety be sufficient,
most patients require ongoling treatment for at least this duration to establish early
remission.

Various patient, provider and program level interventions have been assoclated with
improved treatment retention>®’, The initial intensity of treatment should be considered
primarily as a means to promote treatment retention, e.g., severely dependent patients
typically may require muitiple treatment contacts per week in order to stabiiize early
remission. However, for many patients following initial stabilization, it may be appropriate to
provide a lower intensity of addiction-focused treatment extending over a [onger duration
with superior remission rates for those who remain engaged in treatment for 6-12
months®?, Available evidence supports the effectiveness of telephone faliow-up for patients
after they have stabilized during the initial weeks of outpatient treatment!®!t, Many
individuals continue to benefit from treatment (e.g., methadone maintenance) over a period
of years. '

Consistent with the VHA/DoD Guideline for Treatment of Substance Use Disorder®?,
this performance measure is intended to emphasize the importance of early treatment
retention as an essential condition of quatity care for addiction. Treatment duration beyond
3 months presents important opportunities to individualize treatment plans consistent with
treatment response over time by adjusting the intensity of psychosocial interventions (e.g.,
frequency of group sessions), pharmacotherapy (e.g., dose amount and monitaring
frequency), community recovery support (e.g., promoting Twelve-Step pragram
involvement), and management of co-morbid conditions.

References & Resources:

!Crits-Cristoph, P., & Siqueland, L. (1996). Psychosocial treatment for drug abuse: selected
review and recommendations for national heaith care. Archives of General Psychiatry, 53,
749-756,

3McKay, 1.R., Lynch, K.G., Shepard, D.S., Pettinati, H. (2005). The Effectiveness of
Telephone-Based Continuing Care for Aicohot and Cecaine Dependence: 24 Month
Outcomes. Archives of General Psychiatry, 62,195-207.

3Simpson, D.D., Joe, G.W., & Brown, B.S. (1997). Treatment retention and follow-up
outcomes in the Drug Abuse Treatment Qutcome Study (DATOS). Psychology of Addictive
Behaviors, 11, 294-307.
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"Zhang, Z., Friedmann, P.D., Gerstein, D.R. (2003). Does retention matter? Treatment
duration and improvement in drug use. Addiction, 98, 673-684.
‘Lash, S.1., Stephens, R.S., Burden, 1.L., et al. (2007). Contracting, prompting, and
reinforcing substance use disorder continuing care: A randomized clinical trial. Psychology of
Addictive Behaviors. 21, 387-97. :
®Schaefer, 1.A., Ingudomnukul, E., Harris, A.H.S., & Cronkite, R.C. (2005). Continuity of
care practices and substance use disorder patients’ engagement in continuing care. Medical
Care, 43, 1234-1241,
’Shepard, D.S., Calabro, J.A.B., Love, C.T., McKay, 1.R., Tetreault, )., & Yeom, H.S. (2006).
Counselor incentives to improve client retention in an autpatient substance abuse aftercare
program. Administration and Policy in Mental Health, 33, 629-635.
SFinney, J. W., & Moos, R. H. (2002). Psychosocial treatments for alcohol use disorders, In
P. E. Nathan & ]. M. Gorman {Eds.), A Guide to Treatments That Work (2nd ed.; pp. 157-
168.). New York: Oxford University Press.
SRitsher, J.B., Moos, R.H., Finney, 1.W. (2002). Relationship of treatment orientation and
continuing care to remission among substance abuse patients. Psychiatric Services, 53,
595-601.
YMcKay, J.R., Lynch, K.G., Shepard, D.S., Ratichek, S., Morrison, R., Koppenhaver, 1., &
Pettinati, H. (2004) The effectiveness of telephone-based continuing care In the clinical
management of alcohol and coczine use disorders: 12 month outcomes. Journal of
Consulting and Clinical Psychology, 72, 967-79.
McKay, J.R. (2005). Is there a case for extended interventions for alcohol and drug use
disorders? Addiction, 100, 1594-1610
2The VHA/DoD SUD Guideline (especially Module R Annotation H)
http://www, .med.va. D
Moos, R, H., Finney, J. W., Cuimette, P. C., & Suchinsky, R. T. (1999). A comparative
evaluation of substance abuse treatment: Treatment orientation, amount of care, and 1-
year outcomes. Alcoholism. Clinicai and Experimental Research, 23, 529-536
» Principles of Drug Addiction Treatment A Research-Based Guide
http: w.nlda.nih.gov/PODAT/PODATS. htm!#FAQS

Indicator Statement: Percent of patients beginning a new episode of treatment for SUD
who maintain continuous treatment involvement for at least 90 days after qualifying date

Numerator: Veterans beginning treatment for SUD who maintain continuous treatment
involvement for at least 90 days as demonstrated by at least 2 days with visits every 30
days for a total of 90 days in any of the outpatient specialty SUD clinics.

Denominator: Veterans beginning specialty treatment for SUD

Exclusions:

* Non veterans are exciuded from this measure. They are identified by either a means
test response of "n”, “no” (zero) which represents a “non-vet”, or by eligibility status
indicating non veteran.

Patients without an initiai enrcliment date

Patients discharged dead or deceased during the 90-day retention period. To be
captured for this measure, data must be in AITC or Beneficiary Identification Record
Locator System (BIRLS).

* Smoking cessation visits are excluded. When stop code 707 is paired with any SUD
code, the SUD visit is not used in this measure

Note: Clinic visits to outpatient SUD clinic stops 513 SA-IND or 514 SA-Home or 519

SA/PTSD or 547 inter-SA TRT, or 560 SA GRP are included in this measure. For discussion

on the use of telephone stop code 545, see Table C below. Therefore all other clinic visits,
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including non SUD clinic visits and Opiocid Substitution visits (Clinic code 523) are not
considered In this measure.

Cohort: Universe includes all veterans with an SUD outpatient encounter or inpatient
discharge from SUD specialty bed section in VHA.

Definitions:
» There are 3 events in time analyzed in this measure:
o Negative SUD Treatment History also called Dormancy .
o New SUD treatment episode through autpatient or inpatient qualification
o Continuous treatment involvement during the retention period of three 30 day

intervals
TABLE A - Events in Time ‘
Event Negative SUD Qualification as New SUD Episode  Continuous Treatment Involvement
Treatment {Retention Period) 30 Total Days
History
(Dormancy)
Event 90 day period Inpatient or Qutpatient 1st 30 2nd 30 3ra 30
Dascription of no SUD Qualification Date = T days of days of days of
treatment in retention retention retention
the S0 days
prior to the 1st
outpatient
qualifying
event date
Outpatient {T-90) minus 1st 2nd 3rd 2 5UD 2 SuUD 2 5UD
Qualified total days Qualifyi  Qualifying  Qualifying  visits in visits in Visits in
Events in Time from 15t to 3rd ng Event Event period period penod
outpatient Event Date Date greater greater greater
qualifying Date Not T than T but  than T+30 than T+60
event Not eariier not later but not but not
earlier than T-28 than T+30 fater than later than
than T- : T+60 T+90
29
Inpatient None required  1st and only Qualifying event 2 5UD 25UD 2 5UD
Qualified for jnpatient T = Date of any inpatiant visits in visits in visits in
Events in Time  qualification discharge or transfer from a SUD period period period
bed-section greater greater greater
than T but tham T+30 than T+60
not later but not but not
than T+30 later than later than
T+60 T+90

« Veterans beginning new SUD treatment episode: To gualify as a New SUD.ngamm

Episode, twa criteria must be met:

o A 90-day Negative SUD outpatient or inpatient treatment history (no SUD
outpatient visit, telephone 545, speciaity SUD inpatient admission or discharge or
inpatient SUD encounters) before the date of the 1st of three gualifying SUD
putpatient visits and

Three visits within 30 days to outpatient SUD clinic stops 513 SA-IND or 514 SA-Home or

519 SA/PTSD or 547 inter-SA TRT, or 560 SA GRP. Listed

o staps are included if paired with other stops as primary or secondary except
smoking cessation 707 OR opiold substitution 523. SUD Telephone visits (Stop
Caode 545) wilf NOT be used to qualify new SUD treatment episodes.

The date of the 3rd SUD visit in 30 days is the “qualifying” date for the outpatlent track.
The retention period begins the next day.
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Patients who accrue outpatient workload while in an inpatient SUD bed section will ngt
“qualify” for the measure via the outpatient track. Since inpatient workload may not be
available until after discharge, the patient may be “picked up” as new and tracked for a
period of time. However, upon SUD specialty inpatient discharge or transfer, the outpatient
track will be dropped and the patient will be qualified in the inpatient track.

To qualify as a New SUD Inpatient Episode, a single criterion must be met:
» a discharge or transfer from SUD inpatient bed section (PTF Discharge Specialty 27 SA
Res Rehab or 74 SA HI INT, 86 DOM SA with a length of stay at least 4 calendar days.

The SUC bed section discharge or transfer date is the "quaiifying” date for the inpatient

track., The retention pericd begins the next day.

« Continuous Treatment Involvement (Retention period): Continuous treatment
involvement for at least 90 days is defined as visits an at least 2 days during every 30
day retention intervai for a tota! of 90 days (three discrete 30 day intervals) in any of
the outpatient spectalty SUD clinics. The continuous SUD treatment retention period
begins the day after the qualifying date and ends the 90th day from the beginning of the
continuous treatment involvement retention period.

¢« Telephone care: Substance use disarder dinical care by telephone which meets the
same standard as face-to-face visits (e.g. staff qualifications, time spent with the
veteran, etc.) will be accepted for continuity of care for visits during the 2nd and 3rd 30-
day retention intervals. Stop code 545 (telephone Substance Abuse) will be used for the
measure. Telephone visits will nat be used to "qualify” new veterans into the measure.

+ Admission during the retention period: If a veteran has aiready qualified for the
measure (from the inpatient or the outpatient tracks) and, during the retention period
has an admission to or a discharge from one of the SUD inpatient bed sections listed
above, and LOS

o < 4 calendar days will have ng effect on the measure.

o At least 4 calendar days, the veteran will be dropped from the previous qualifying
track, Upon discharge or transfer from the SUD bed section, he will re-qualify far
the measure.

Scoring: N/D*100 = Percent

Veterans seen in multiple facilities will be attributed to the facility where the last retention

vislt occurred in order to promete coordinated transitions between facilities.

« If the veteran is not seen in any substance abuse ciinic in VHA during the 1st 30 days of
the retention perind, he fails the measure. The failure will be attributed ta the facility
where the ‘qualifying’ event occurred (i.e. where the 3rd visit occurred that qualified the
veteran as beginning a new episade of care or where the veteran was discharged from
inpatient SUD care).
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s Ifthe veteran is seen for a 1st retention visit in a substance abuse clinic during the 1st
30-day retention period but is not seen agaln, the patient falls the measure, The failure
will be attributed to the facility where the first retention visit occurred.

» If the patient passed the first 30-day retention interval requirement but failed to meet
the 2nd 30-day retention interval requirement, the patient falls the measure and the
failure js attributed to the facility where the latest retention visit occurred,

» If the patient passed the first and second 30-day retention interval requirement but
falled ta meet the 3rd 30-day retention interval requirement, the patient fails the
measure and the failure is attributed to the facility where the latest retention visit
occurred.

Time frame issues: Reports include patients who have completed the retention period

during the report month or quarter selected. The performance period is cansis

EPRP quarters.

tent with

TABLE B: Substance Use Disorder Reporting Timelines and Worldoad Inclusion Information
EPRP Months oQP Dommancy Index Index Index Index
Lagged | included in Executive } Check Range | Episode 1st Episode Episode Episode
Quarter | quarter = Briefing {T- days to Qualification Qualificatio | Retention Retention
Patients Book first Visit Date n Date (T) | Start Date | Completio
complating Reportin | qualification Range for Range (T+1) n Date
their retention | g Date visit date - Outpatient Range (T+90}
peried in: 90} Qunlification Range
Oct, Nov First 03/06/08 - 06/04/08 -~ 07/03/08 ~ | 07/04/08~ | 10/01/CB -
1 Friday 05/05/08 0B/30/08 09/01/08 09/02/0R 11/30/08
February
09 ;
2 Oct, Nov, Dec, First 03/06/08 - 06/04/08 - 07r03/08 - } 07/04/08- | 10/01/08-
Jan, Feb Friday 08/31/08 11/25/08 12701/08 12/02/08 02/29/09
May 09
3 Gct, Nov, Dec, First 03/06/08 - 06/04/08~ 07/03/08 - | 07/04/08- | 10/01/08 -
Jan, Feb, Mar, Friday 12/01/08 02/29/09 03702/09 03/03/09 05/31/09
Apr, May August
05 )
4 Qct, Nov, Dec, | Mid- 03/06/08 - 06/04/08 ~ 07/03/08 - | 07/04/08- 10/01/708-
Jan, Feb, Mar, October 03/02/09 05/31/09 06/02/09 06/03/09 08/31/09
Apr, May, Jun, | 09
Jul, Aug
Data

« Origin: Worklnad generated in VistA and sent to AITC. Data submitted after the

quarterly report has been collected pertaining to veteran care already reported will be

updated during the foliowing quarterly run,
+« Sample size & Extraction: 100% from AITC database by OQP.
« Repasitory: Monthly, facility, VISN, VHA and SSN specific data are available for trouble
shooting and understanding local patterns retrospectively after the completion of a
retention period; however this is not sufficiently close to ‘real time’ data to provide
prospective tracking during the retention period. See VSSC Web

hitp;//vssc.med.va.gov/PM/SUD asp

Will these sources be used to contribute information for specified period/event?

TABLE C Events / Data Source Use During Dormancy, Qualification, and Retentic

n Determination

Dormant Qualifying Retention
SUD Clinic Yes, SUD clinic stops are used (o | Yes. SUD clinic stops will be used | Yes. SUD clinic stops
stops evaluate the dormant period. E.q. | to qualify a veleran, For will be used to

If the patient has SUD clinic stops,
they will be considered "NOT :
dormant” and do not newly gualify
for the measure for at least 90
more days.

example, if a veteran has 2 visits
in 30 days, he qualifies in the
measure.

determine retention
compliance,

10
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TABLE € Events / Data Source Llse During Dormancy, Qualification, and Retention Determination

Darmant

Qualitying

Retention

Telephone
stop 545

Yes. Telephone clinic stop 545 will
be used to evaluate the dormant
period, For example, Pt is
receiving SUD ‘maintenance’
telephane care (545) so will
‘show-up’ in a search for ‘dormant
time” and ‘count’ as SUD visits,
therefore the patient will not be
‘dormant” if 545 visits are present.

No. 545 will NOT be used to
evaluate for qualifying events.
E.g. Pt has a true dormant period
{no SUD workioad in 90 days)
then 3 telephone visits in 30
days. This workload will NOT be
used to determine a 'gualifying’
event. The patient will not be
considered newiy ‘qualifiad’ based
on 545 workload.

Yes. 545 clinic stops
will be used to
determine retention
compliance In the
2nd & 3rd period only

Inpatient
5UD Dischg
w/L0S 24
caiendar
days

Yes. Discharge data will be
evaluated and considered as
active SUD workload when
evaluating the darmant peried.
Therefore, if a patient has an
admission or digcharge during the
dormant period, it wili not be
cansidered ‘dormant’,

Yes. Discharge data from an inpt
SUD bed section will be used as a
qualifying event. Such a
discharge will ‘disconnect/drop’ a
veteran from any pravious
qualifying track AND will re-

I qualify a patient with a new

qualifying date.

Yes. [f a patient was
ADMITTED to a SUD
Bed Section during
the retention period,
thosa data will be
used to ‘discennect’
him from the
previous qualifying
track. He will be re-
qualified upon
discharge or transfer
from the SUD Bed
sec,

Inpatient w/f
SUD
Encounters L

No. SUD encounters provided on
inpatients will NOT be used to
evaluate for a dormant period.
Therefore if a patient has received

SUD consuit while an inpatient (on |

any bed section), it wiil not be
considered when evaluating for a
dormant period. If the patient
had ONLY inpatient encounters for
90 days, he will be considered as
having a ‘dormant’ pericd,

No. 5UD entounters provided on
inpatients will NOT be used to
evaluate for qualifying events

Yes. SUD encounters
provided on
inpatients will be
used to evaluate
retention compfiance

Census on
SUD bed
section w/
L0S 24
calendar days

No. SUD census data will not be
used to evaluate a dormant period
{when the patient is discharged,
the measure will pick-up the
discharge information)

No. SUD census data will not be
used to evaluate for a qualifying
event (when the patient is
discharged, the maasure will pick-
up the discharge informatian)

Yes (partiaity). SUD
census data will be
used to evaluate
whether to
‘disconnect” a vet
from previous
quatifying track. But
it wilf not be used to
meet retention visit
requirements, The
patient will be re-
gualified upon
discharge from the
SUD Bed Section,

* These are *encounter fonns' genernted while & patient is admitied tu an inpatient bed section, Prior 2005, “vutparient” workload for ‘inpatients” was ‘blocked” ar

the facility and not submistcd to the Austin Aulgmation Center. In 2003, VA removed this black and allows encounters for professiunal wirkload provided te

inpasients to be sent 10 Austin, See Directive 2006-026 at hitg./vawa Lia.gov/vhapblications/publigationy sti"pub-| Atachbment A
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Office of Research and Development,
Department of Veterans Affairs
Fiscal Year 2009 Performance Summary Report
To the Office of National Drug Control Policy

1. Performance Information

Performance Measure: Each fiscal year the Office of Research and Development
(ORD) will have at least [0 ongoing studies directly rclated to substance abuse disorder:
5 ongoing studics related to alcohol abuse and 5 ongoing studies related to other
substance abuse,

How the measure is used in the program: Most ORD-{unded studies are investigator-
initiated. Many clinicians who treat paticnts also perform research, so their rescarch is
targeted at diseases and disorders that they treat. Investigators will be encouraged to
undertake research in this important arca.

Performance results for the previous fiscal years: In fiscal year (FY) 2008, ORD
funded 17 studies related to substance abuse disorder, 38 related to alcohol abuse, and 14
that wcre related to both substance abuse disorder and alcohol abuse.

Comparison of the most recent fiscal year to its target: The targets for FY 2009 were
exceeded. See Table 1.

Target for the current fiscal year: Although the actual values (numbecr of studies)
exceedcd the target for FY 2009, we have not increased the target for FY 2010. This is
becausc there is wide variation in the amount of funding per project. The more expensive
studics are usually multisite clinical trials. Leaving the target at its present level would
allow flexibility in the types of studies that are funded.

Procedures used to ensure that the performance data is accurate, complete, and
unbiased. The data is obtained from the Oftice of Research and Development’s (ORD’s)
database that lists all of its fundcd projects. A report is produced that lists all funds sent to
the VA medical centers for projects on drug and aleohol dependence for the four ORD
services for a given fiscal year. The number of projects in the list is counted.
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Table |

FY 2008 FY 2009 FY 2009 FY 2010
Actual Target Actual Target

17 5 20 5

Measure

Number of ongoing research studies
related to substance abuse disorder
Numbcr of ongoing research studics
rclated to alcohol abuse

Number of ongoing research studies
related to both substance abuse 14 10
disorder and alcohol abuse

38 5 45 5

2. Management Assertions
Performance reporting system is appropriate and applied.
The VA Office of Research and Development (ORD) consists of four main divisions:

Biomedical Laboratory: Supports preclinical research to understand life processes
from the molecular, genomic, and physioclogical level in regard to diseases affecting
Veterans.

Clinical Science: Administers investigations, including human subject research, to
determine feasibility or effectiveness of new treatments (e.g., drugs, therapy, or
devices) in small clinical trials or multi-center cooperative studies, aimed at learning
more about the causcs of disease and devcloping more effective clinical care.

The Cooperative Studies Program (CSP) is a major division within Clinical Science
Ré&D that specializes in designing, conducting, and managing national and
international multi-site clinica! trials and cpiderniological research.

Health Services: Supports studies to identily and promote cffcctive and efficient
strategies to improve the organization, cost-effectiveness, and delivery of quality
healthcare to Veterans.

Rehabilitation: Develops novel approaches 1o restore Veterans with traumatic

amputation, central nervous system injurics, loss of sight and/or hearing, or other
physical and cognitive impairments to full and productive lives.

13
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In order for funds to be allocated to a project, they must be cntered into the
Research Analysis Forecasting Tool (RAFT) database.

Starting in FY 2009, all Merit Review proposals (our major funding mechanism) were
submitted electronically via the eRA Commons system, and projects that were approved
for funding were identified. Funding data for thesc projects were transferred
electronically to RAFT. A few Career Development proposals are included in the list of
projects. These proposals are not yet submitted via the eRA Commons system, so they
are tracked via spreadshceets and uploaded into RAFT manually (HSR&D and RR&D) or
electronically (BI.R&D and CSR&D). The capabilily to submit Carecr Development
proposals electronically via eRA Commons is expected to be in place near the end of FY
2010.

Preparation of the list of projects:

‘The BLR&D/CSR&D administrative officer extracted all funded projects for the fiscal
year from RAFT and exported the data into an Excel spreadshcet. The alcohol and drug
abuse projects werc identified by reviewing the title. Any questionable projects were
verified as relevant or not relevant upon review of the abstract, In some cases, the title
listed was the type of investigator award. For those, the titlc was obtained from the
abstract. There were multiple rows in the spreadsheet for some projects (for example, if
there were multiple researchers on the same project). When that occurred, the rows were
combined so that there was just onc entry (dollars allocated were summed) per project.
Project start and end dates were included in the spreadshect. If there were multiple
researchers or a researcher with multiple funds for the samc project {e.g., salary award
plus Merit Review award), then the carliest start date and latest end date were used.
Although great care is taken to provide an inclusive list of projects, cur databasc
managenicnt system does not have robust reporting capabilities, so some projects may
have been omitted.

For FY 2009, no RR&D projects related ta drug or alcoho! abuse were identified.

Explanations for not meeting performance targets are reasonable,
Nat applicable. The targets werc met.

Methodology to establish performance targets is reasonable and applied.

VA Rescarch and Development focuses on research on the special healthcare needs of
Veterans and strives to balancc the discovery of new knowledge and the application of
these discoveries to Veterans® healthcare. VA Research and Developnient’s mission is to
“discover knowledge and create innovations that advance the health and care of Veterans
and the Nation.” ORD supports preclinical, clinical, health services, and rehabilitation
research. This rcsearch ranges from studies relevant to our aging Veterans (e.g., cancer,
heart disease, Alzheimer’s disease) to those relevant to younger Veterans returning from
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the current conflicts (e.g., P1SD, spinal cord injury). The targets were sct at that level to
allow flexibility in the projects funded in terms of both subject (e.g., cancer, addiction,
heart disease) and type (e.g., preclinical, clinical trials).

Adequate performance measures exist for all significant drug control activitics,
Since many of the projects do not involve direct interaction with patients, the measure
looks at the number of projects rather than specific activities.
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ONDCP Circular: Drug Control Accounting
May 1, 2007

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Annual Accounting and Authentication of Drug Control Funds and Related Performance

1. Purpose. This circular provides the policies and procedures to be used by National Drug
Control Program agencies in conducting a detailed accounting and authentication of all funds
cxpended on National Drug Control Program activities and the performance measures, targets, and
results associated with those activities,

2. Rescission. This circular rescinds and replaces the QNDCP Circular, Annual dceounting of
Drug Control Funds, dated April 18, 2003,

3. Authority. .
a. 21 U.S.C. § 1704(d) provides: “The Director [ONDCP] shall —

(A) require the National Drug Control Program agencies to submit to the Director not later
than February 1 of each year a detailed accounting of all funds expended by the apencies for
National Drug Control Program activities during the previous fiscal year, and require such
accounting to be authenticated by the Inspector General of gach agency prior to submissien to
the Dircctor; and

(B) submit to Congress not later than April | of each year the information submitted to the
Director under subparagraph (A).”

b. 21 U.S.C. § 1703(d)7) authorizes the Director of National Drug Contrel Policy to “... monitor
implementation of the National Drug Control Program, including — (A) conducting program and
performance audits and evaluations; and (B) requesting assistance of the Inspector General of the
relevant agency in such audits and cvaluations ...”

4, Definitions. As used in this circular, key terms related to the National Drug Control Program
and budget are defincd in Section 4 of the ONDCP Circular, Budger Formulation, dated May |,
2007. These terms include: National Drug Conirol Program, National Drug Control Program
agency, Bureau, Drug Methodology, Drug Control Functions, and Budget Decision Units. Further,
Reprogrammings and Fund Control Notices referenced in Section 6 of this circular are defined in
Section 6 and Section 8 of the ONDCP Circular, Budget Execution, dated May 1, 2007,

5. Coverage. The provisions of this circular apply to all National Drug Control Program
agencies,

6. Detailed Accounting Submission. The Chief Financial Officer (CFO) of each agency, or
other accountable senior level senior cxecutive, shall prepare a Detailed Accounting Submission to

the Director, ONDCP. For agencies with no bureaus, this submission shall be a single report, as
defined by this section. For agencies with bureaus, the Detailed Accounting Submission shall consist
of reports, as defined by this section, from the agency’s bureaus. The CFO of each burcau, or
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accountable senior level executive, shall prepare reports, Each report must include (a) a table
highlighting prior year drug contral obligations data, and (b) a narrative scction making assertions
regarding the prior year obligations data. Report elements are further detailed below:

a. Table of Prior Ycar Drug Control Obligations — For the most recently completed fiscal
year, each report shall include a table of obligations of drug control budgetary resources
appropriated and available during the year being rcported.” Such table shall present
obligations by Drug Control Function and Budget Decision Unit, as these calegories are
displayed for the agency or bureau in the National Drug Control Strategy Budget
Summary. Further, this table shall be accompanicd by the following disclosures:

(1) Drug Methodology ~ The drug methodology shall be specified in a separatce exhibit.
For obligations calculated pursuant to a drug methodology, this presentation shall
include sufficient detail to explain fully the derivation of all obligations data presented
in the table.

(a) Obligations by Drug Contrel Function — All bureaus employ a drug
methodology to report obligations by Drug Control Function.

(b) Obligations by Bndget Decislen Unit — For certain multi-mission bureans -
Customs and Border Protection (CBP), Coast Guard, Immigration and Customs
Enforcement (1CE), lndian llealth Service (IHS), Bureau of Indian Affairs (BlA),
and the Vcterans Iealth Administration (VIIA) — obligations reported by Budget
Decision Unit shall be calculated pursuant to an approved drug methodology. For
all other burcaus, drug conirol obligations reported by Budget Decision Unit shall
represent 100 percent of the actual obligations of the bureau for those Budget
Decision Units, as they are defined for the National Drug Control Budget. (See
Attachment B of the ONDCP Circular, Budger Formulation, dated May 1, 2007.)

(2) Methodology Medifications — Consistent with ONDCP’s prior approval, if the drug
methodology has becn modified from the previous year, then the changes, their
putpose, and the quantitative differences in the amount(s) reported using thc new
method versus the amount(s) that would have been rcperted under the old method
shall be disclosed.’

(3) Material Weaknesses or Other Findings — Any material wcakness or other findings
by independent sources, ot other known weaknesses, including those identified in the
Agency’s Annual Statement of Assurance, which may affect the presentation of prior

* Consistent with reporting requirements of the ONDCP Circular, Budge! Formulation, dated May 1, 2007,
resousces received from the [lollowing accounts are excluded from obligation estimates: (1) ONDCP - High
[ntensity Drug Trafficking Areas (HIDTA) and (2} DOJ - Organized Crime Drug Enforcement Task Force Program,
Obligations against these resources shall be excluded from table required by this scction but shall be reported on 2
consalidated basis by these burenus. Generally, to prevent double-counting agencies should not report obligations
against budget resources received as a reimbursement. An agency that is the source of the budget authority for such
reimhursements shall be the reporting entity under this circular.

? For changes that did not receive prior approval, the agency or bureau shall submit such changes to ONDCP for
approval under separate cover.
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year drug-related obligations data, shall be highlighted. This may be accomplished by
either providing a brief written summary, or by referencing and attaching relevant
portions of cxisting assurance reports. For each material weakness or other finding,
corrective actions currently underway or contemplated shall be identified.

(4) Reprogrammings or Transfers — All prior ycar reprogrammings or transfers that
aflfected drug-related budgetary resources shall be identified; for cach such
reprogramming or fransfer, the effect on drug-related obligations reported in the table
required by this section also shall be identified.

(5) Other Disclosures — Agencies may make such other disclosures as they feel are
necessary to clarify any issues regarding the data reported under this circular.

. Assertions — At a minimum, each rcport shall include a narrative section where the
following assertions are made regarding the obligation data presented in the table required
by Section 6a:

(1) Obligations by Budget Decision Unit — With the exception of thc multi-mission
bureaus noted in Scction 6a(1)(b), reports under his section shall include an assertion
that obligations reported by budget decision unit are the actual obligations from the
bureau’s accounting system of record for these Budget Decision Units,

(2) Drug Methodology - An assertion shall be made regarding the reasonableness and
accuracy of the drug methodology used to calculate obligations of prior year budgetary
resources by function for all bureaus and by budget decision unit for the CBP, Coast
Guard, ICE, IHS, BIA, and VHA. The critcria associated with this assertion are as
follows:

(a) Data -- If workload or other statistical information supports the drug methodology,
then the source of these data and the current connection to drug control obligations
should be well documented. If these data are periodically collected, then the data
used in the drug methodology must be clearly identificd and will be the most
recently available.

(b) Other Estimation Methods — If professional judgment or other estimation
methods are used as part of the drug mcthodology, then the association between
these assumptions and the drug control obligations being estimated must be
thoroughly explained and documented. Fhese assumptions should be subjected to
periodic review, in order to confirm their continued validity.

(c) Financial Systems - Financial systems supporting the drug methodology should
yield data that fairly present, in all material respects, aggregate obligations from
which drug-related obligation estimates are derived.

(3) Application of Drug Methodalogy — Cach report shall include an assertion that the

drug methodology disclosed in this section was the actual methodology used to
generate the table required by Section 6a. Calculations must be sufficiently well
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documented to independently reproduce these data. Calculations should also provide a
means to ensurc consistency of data between reporting vears,

(4) Reprogrammings or Transfers — Further, cach report shall inctudc an assertion that
the data presented are associated with obligations against a financial plan thay, if
revised during the fiscal year, properly reflects those changes, including ONDCP’s
approval of reprogrammtiings or transfers affecting drug-related resources in excess of
$1 million.

(5) Fund Control Notices — Each report shall also include an asscrtion that the data
presented arc associated with obligations against a financial plan that (ully complied
with all Fund Control Notices issued by the Director under 21 U.S.C. § 1703(f) and
Section 8 of the ONDCP Circular, Budget Fxecution.

7. Performance Summary Report. The CFO, or other accountable senior level senior
exceutive, of each agency for which a Detailed Accounting Submission is required, shall provide a
Performance Summary Report to the Director of National Drug Contral Policy. Each report must
include performance-related information for National Drug Control Program activitics, and the
official is required to make certain assertions regarding that information. The required elements of
the report are delailed below.

a. Performance Reporting- The agency’s Performance Summary Repart must include each of
the following components:

(1) Performance Mcasures ~ The report must describe the performance measures used
by the agency to assess the National Drug Control Program activities it carried out in
the most recently completed fiscal year and provide a clear justification for why those
measurcs are appropriate for the associated National Drug Control Program activities.
The performance report must explain how the measures: reflect the purpose of the
program; contribute to the National Drug Control Strategy: and are used in the
management of the program. The description must include suftficient detail to permit
non-experts to understand what is being mcasured and why it is relevant to those
activities,

(2) Prior Years Performance Targets and Results - For each performance measure, the
report must provide actual performance information for the previous four fiscal years
and compare the results of the most recent fiscal year with the projected (target) levels
of performance cslablished in the agency’s annual performance budget for that year. if
any performance target for the most recently completed fiscal ycar was not met. the
report must explain why that target was not met and describe the agency’s plans and
schedules for meeting future targets. Alternativcly, if the agency has concluded it is
not possible to achieve the established target with available resources, the report
should include recommendations concerning revising or eliminating the target.

{3) Current Year Performance Targets - Each rcport must specify the performance
targcis established for National Drug Control Program activities in the agency’s
performance budget for the current fiscal year and describe the methodology used to
establish those targets.
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(4) Quality of Performance Data ~ The agency must state the procedures used to ensure
the performance data described in this report are accurate, complete, and unbiased in
presentation and substance,

(b) Assertions ~ Each report shall include a letter in which an accountable agency official
makes the following assertions are made regarding the information presented in Section
7a;

(1) Performance reporting system is appropriate and applied — The agency has a
syslem to capture performance information accurately and that system was properly
applied to generate the performance data.

(2) Explanations for not meeting performance targets are reasonable — An asscrtion
shall be made regarding the reasonableness of any explanation offered for failing to
meet a performance target and for any recommendations concerning plans and
schedules for mceting future targets or for revising or eliminating performance
targets.

(3) Methodology to establish performance targets is reasonable and applied — An
assertion that the methodology described above to establish performance targets for
the current year is reasonable given past performance and available resources.

(4) Adequate performance measares exist for all significani drug control activilies -
Each Report shall include an assertion that the agency has established at least one
acceptable performance measure for each Drug Control Decision Unit identificed in
reports required by scction 6a(l1)(A) for which a significant amount of obligations
(31,000,000 or 50 percent of the agency drug budget, whichever is less) were
incurrcd in the previous fiscal year. Each performance measure must consider the
intended purpose of the National Drup Control Program activity. The criteria
associated with these assertions are as follows:

(a) Data — If workload, participant, or other quantitative information supports thesc
assertions, the sources of these data should be well documented. If these data arc
periodically collected, the data used in the report must be elcarly identified and will be
the most recently available.

(b) Other Estimation Methods — If professional judgment or other estimation methads
are used to make these assertions, the objectivity and strength of these estimation
methods must be thoroughly explained and documented. These estimation methods
should be subjected to periodic review to confirm their continued validity,

{c) Reporting Systems — Reporting systems supporting the assertions should be current,
reliable, and an integral part of the agency’s budget and management pracesses.

8. Inspector General Authentication. Each report defined in Sections 6 and 7 shall be

provided to the agency’s Inspector General (IG) for the purpose of expressing a conclusion about the
reliability of each assertion made in the report. ONDCP anticipates that this engagement. will be an
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attestation review, consistent with the Statememts for Standards of Attestation Engagements,
promulgated by the American Institute of Certified Public Accountants,

9. Unreasonable Burden. Unless a detailed report, as specified in Section 6, is specifically
requested by ONDCP, an agency or bureau included in the National Drug Control Budget with prior
year drug-related obligations of less than $50 million may submit through its CFQ, or its accountabic
senior level cxccutive, an alternative reporl 1o ONDCP, consisting of only the table highlighted in
Section 6a., omitting all other disclosures. Such a report will be accompanicd by statements from the
CFO, or accountablc senior level executive, and the agency IG attesting that full compliance with this
Circular would constitute an unreasonable reporting burden. In those instances, obligations reported
under this section will be considered as constituting the statutorily required detailed accounting,
unless ONDCP notifies the agency that greater detail is requircd.

10. Point of Contact and Due Dates. Each agency CFO, or accountable senior fevel exccutive,
shall transmit a Detailed Accounting Submission, consisting of the report(s) defined in Sections 6
and 7, along with the 1G*s authentication(s) defined in Section 8, to the attention of the Associate
Director for Performance and Budget, Office of National Drug Control Policy, Washington, DC
20503. Dctailed Aecounting Submissions, with the accompanying 1G authentication(s), are due to
ONDCP by February | of each year, Agency management must submit reports to their Office of
Inspector General (OIQ) in sufficient time to atlow for review and 13 authentication under Section §
of this Circular, ONDCP recommends a 31 December due date for agencies to provide their
respective OIG with the required reports and information.
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Report Distribution
VA Distribution

Office of the Secretary

Veterans Health Administration

Office of General Counsel

Chief Patient Care Services Officer, Veterans Health Administration

Chief Quality and Performance Officer, Veteran Health Administration

Chief Research and Development Officer, Veterans Health Administration

Chief Financial Officer, Veterans Health Administration

Deputy Chief, Patient Care Services Officer for Mental Health, Veterans Health
Administration

Director, Management Review Service, Veterans Health Administration

Director of Performance Management, Veterans Health Administration

Non-VA Distribution

House Committee on Veterans' Affairs

House Appropriations Subcommittee on Military Construction, Veterans Affairs,
and Related Agencies

House Committee on Oversight and Government Reform

Senate Committee on Veterans’ Affairs

Senate Appropriations Subcommittee on Military Construction, Veterans Affairs,
and Related Agencies

Senate Committee on Homeland Security and Governmental Affairs

Office of National Drug Control Policy
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To Report Suspected Wrongdoing in VA Programs and Operations:
Telephone: 1-800-488-8244

E-mail: vaoighotline@va.qov
(Hotline Information: http://www.va.gov/oig/contacts/hotline.asp)



Department of
Veteran Affairs Memorandum

Date; March 4, 2010

From:  Assistant Inspector General for Audits and Gvaluations (52)

subject:  Final Report — Independent Review of VA’s Fiscal Year 2009 Detailed
Accounting Submission to the Office of National Drug Control Policy

Tor Chief Financial Ofticer, Veterans [ealth Administration (17)

l. The Oftice of National Drug Control Policy (ONDCP) requires the Department of
Veterans Affairs (VA) (o submit an annual Delailed Accounting Submission
(Submission), as authorized by 21 US.C. §1704(d) and ONDCP Circular, Drug
Control Accounting (Circular), date May 1, 2007, to ONDCP. The Submission,
including the asscrtions made, is the responsibility of VA’s management and it is
included in this report as Attachment A. The Circular is included as Attachment B.

2. Wereviewed VA management’s asserlions as required by the Circular concerning its
drug methodology, reprogrammings and transfers, and fund control notices. The
assertions are found in the Submission on page 7.

3. Our review was conducted in accordance with attestation standards established by
the American Institute of Certificd Public Accountants, and the applicablc standards
contained in Government Auditing Stundards, issued by the Comptroller General ol the
United States. An attestation rcview is substantially less in scope than an examination,
the objective of which is the expression of an opinion on the assertions in the
Submission. Accordingly, we do not express such an opinion.

4. Our report, Audit of VA's Consolidated Financial Statements for Fiscal Years
2009 and 2008 (Report No. 09-00976-25, November 16, 2009), identified four material
weaknesses. Three of the four material weakncsses were repeat conditions from the
prior year audit and identified as (i) financial management system functionality,



(ii) information technology security controls and (iii) financial management oversight.
The fourth material weakness, compensation, pension, and burial liabililies, was
identified during the fiscal year 2009 audit.

A material weakness is a signilicant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement ot
the financial statements will not be prevented or detected. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to inittate, authorize, record, process, or report financial data reliably in
accordance with generally accepled accounting principles such that there is more than a
remote likelihood that a misstatement of the entity’s financial statements that is morc
than inconsequential will not he prevented or detccted.

5. Based upon our review, except for the effects, if any, of the material weakncsscs
discussed in the fourth paragraph of this report, nothing came to our attention that
caused us to believe that management’s asscrtions included in the accompanying
Submission of this report are not fairly stated in all material respects bascd on the
criteria sct forth in the Circular.

6. Wc provided you our draft report for review. You concurred with our report without
further comments.

7. This report is intended solely for the information and use of the U.S. Congress, the

ONDCP, and VA management. This report is not intended to be and should not be used
by anyone other than these specificd parties.

{oniginal signed by:)
Belinda J. Finn

Attachments
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Statemant of Disclasures and Assertions for FY 2009 Drug Control Expenditures
Submiited to Office of National Drug Control Policy {ONDCP} for FY Ending
September 30, 2009

In accordance with ONDCP's Circular, Drug Contral Accounting, dated May 1. 2007, the
Veterans Health Administratior. assents that the VHA system of accounting, use of actuals, and
systems of intemal controls provide reasanable assyranca that:

Expenditures and Obligations are basad upon ira actua expenditures as reporiac by the
Decision Support Systsm (DSS).

The msthodeiogy used to calculate expanditures of budgatary resources is ressonable and
aceurale in all materia) raspacts and as described hersin was the aclual methodology used to
generate the costs,

Accounting changes are as shown In the discicsures that follow.
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DEPARTMENT OF VETERANS AFFAIRS
VETERANS HEALTH ADMINISTRATION
Annual Reporting of FY 2C08 Drug Contrel Funds
DETAILED ACCOUNTING SUBMISSION

A. Table of FY 2009 Drug Contral Obligations

{In Millions)
FY 2009

Dascription Fing!
Drug Control Resources by Function:

Treatment... . RS X Y £

Rasearch & Davelopmem C e e et $15.034

Total... i et s $392.785
Drug Control Resources by Budget Cecigion Unit:

Medical Care... PSPPI VOPOPRIPPR- X T & 4% (-3 |

Research & Developmem $15.034 |

Total.., ORI $382.785

1. Lrug Control Methodolagy
Decision Support System

The 2009 actuals are based on costs using the Decision Support System (D8S) which is the
official Managerial Cost Accounting System for VA, DSS maps cost to deparments. wnich are
then assigned to ane of 56,000 intarmediate products Lsing Relalive Value Unilg (RWVU).
Relative Value Units are defined as the detemmining factor of how much resources it takes to
praduce an intermediate product Each Cost Category, for example Fixed Direct Labor or
Variable Labor, has an RVU for each intermediate product. All intermediate producls are
assigned to an actual patient encountar, eithar inpatient or outpatient, using the patient care
data bases. In DSS. the costs are nol averaged; rather they are reported by the (otal of the
sncountars and can be drilad down o a specific patient. Alka, DSS includes all overhead costs
aseigned to a facility to include Headguarters, National programs and Network Costs. DSS
does not inciude the costs of capital expenditures; however, & does actount for depreciation
cosis,

VHA has in place a nationat system of performance monitoring that usas social, professianal,
and financiai iIncentives to encouraga Iacifities Lo provide the highest qualily health care. This
system incorporates performanca measures related to substance use disorder treatment.

Efforts to assist programs expenencing difficulty in achieving their pe-formance goats conlinue
thraugh the Centers of Excallence in Substance Abuse Traatment and Education, the Pragram
Evaiuation and Resaarch Center and the Cffice of the Asaociate Chief Consutiant for Addiclive
Disorders.
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According to the 2008 Drug and Aicoho! Program Survey (DAPS) at the end of Fiscal Year
2008, the Department of Veterana Affairs aperated a nationa! network of 260 substance use
digorder treatmant programs located in the Depantmant's madical canters, mental haalth
residential rehabilitation treatment programs end outpatient clinics. Current programs consist o*
2 medical inpatient programs, 73 resdential rahabilitation programs. 112 intensive culoatient
programs, and 73 standard outpatient pregrams. (It should be noled that igentification of these
programs involves a “ro’l up" procedure. Lower intensily programs sre not counted separately
from a higher intensity level program i the lower leyel intensity pragram funclions as an
integrated component of the higher inlersity program.) Based on on-going asse&sment
activities, as of lhe end of 2009, 12 additional intensive gutpatient subsiance use disordar
programs have been added since the 2008 DAPS.

VA, provides three typss of 24 hour 2 day care to palients havirg particularfy sevare substance
use disorders. Two inpaliant programs offer acute care, detoxification, and initial stabilization
services. Such specialized inpatient treatment for substance use disorders has bacome rare in
VA, jusl as It has in other parts of the healthcare sysiem, and the remaining substance use
disorder inpatient programa in the VA are cumrently in fhe process of transitioning into residential
rehabilitation programs These join the large set of 24 hour care seltings aiready classified as
residential rehabilitation treatment programs. Finally, 24 hour care is provided for deloxification
in numerous inpatient medical and general mental heailh units throughout the VA system.

Most Vsterans with subslance use disorcers ara treated in outpatient programs. Intensive
substance useé disorder outpatient programs provide more than three hours of service per day to
each palient, and patients attend them three or more days per week. Siandard outpatisnt
programa typically treat patients for an hour or two per traatmant day, and patients aitend one or
two days a wesk.

" in kesping with modern medical practice, the Veterans Health Administration (VHA) continues to
improve service delivery and efficiency try integrating services for mentai heaith disorders,
including substance use disorder, into primary care settings. Likewise, treatment of substance
use disorders has been coordinated more closely with treatment of other mental health
canditions. For axampls, substance use disorders speciaiist positions have been funded to
direcly augment care for patiants receiving care through post iraumatic siress discrder teams or
services at sach of the VA medical centers.

VA has implementad a major initiative t0 create pnmary care-criented buprenorphine ciinics ta
incrense access lo care for cpiate-dependent veterans and is implermanting initiatives ta expand
access to intensive outpatient services and (o includa substance use disorder specialig's in
large communily basad outpatient clinics, mental health residertia! rehabiltation programs, and
services for homeless Veterans,

The VA investment in heaith care and specialized treatment of veterans with drug abuse
problens, funded by tha rasources in Medical Cars appropristion, hetps avoid future health,
welfare and crime costs associa’ed with illegal drug use.

In FY 2008, VHA provided specia ty substance abuse {reatment ta 114,457 veterans wha had a
diagnosed problem with illicit drugs. a substantial increase over FY 2008. Tha most prevalent
drug used was cacaing, foilowed by heroin, cannabis and amphetamines, respectively. About
two-thirds of VA drup abuse patients were in Means Test Catagory A, reflecting very low
income. Aboul cne-fourth of thase palients hed a service-conngcted disability {the term
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“service-connected” refars to injurles sustained in military service, especially those injuries
acourring as a resull of military action).

The accompanying Depariment of Veterana Affairs Resource Summary was prepared in
accordance with the following Office of National Drug Control Policy (ONDCP; circulars (a)
Annual Atcounting of Drug Controt Funds, dated May 1, 2007, (b) Budge! Insiructions and
Cattification Proceduras, dated May 1, 2007, and (c) Budget Execution, dated May 1, 2007. In
accordance with the guidance provided in the Office of National Drug Controi Palicy's letter of
September 7, 2004, VA's methadology anly incorporates Specialized Treaiment cosls.

VA considers substance abuse to inc'ude bath aicohol abusa and drug abuse Both conditions
are treated in VA substance abuse clinica. ONDCP has requested that VA provide information
only on drug abuse patients. To that end, VA has determinad the percentage of patients treated
in aubstance abuse seltings for residential rehabilitation and treaiment substance akuse
pregrams, inpatient trealments in specialized subatance abuse programs, and outpatienl
substance abuse clinics.

VA considers Special Treatment costs {0 be all costs gensratad by (ha treatment of patiants with
drug usae disorders trealed in specializad suhstance abuse treatment programs. For the
specialized substance abuse treatment programs and clinics, VA used Decision Supporn
System (DSS) data.

Specialized Treatment Chligations Drug Control . FTE
{Millior &) Retated i
Lo Percent
inpatient T$15.537 E18% ' 67
Resicantial Rehabilitation & Trealment $137.384 85.4%° 1,085
Oulpafient $224.830 89.2% 1612
Tolal . $377.751 N 2.764

DSS dala is used {o determine costz in various bed secl ons and clinical settings. Ali expenses
for specialized inpatiant, outpatient cara, and extended care are incorporated in the spending
mode .

VA does not track obligations and expenditures by ONDCP function. In the absence of such
capability, actuals have been (urnished, aa indicted.

! percent of all Subslance Use Disonder [npatients Seen in a Special zed Substance Use Discrder Unit

with a drug diagnoess. ) ’
? percent of ajl Substanze Use Disordst Exiended Care Patients seen in a Specialized Substance Use

Disorder Unit with a drug diagnosis.
? Pgrcent of all Substance Use Disorder Cliric Stops mace by drug patients.
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RESEARCH & DEVELQPMENT

The dollars expended in VHA research heip to acquire new knowledge to improve {he
prevention, diagnosie and traatment of disease, and generate naw knowledge lo improve the
effectiveness, efficiency, accessibility and quality of veterans’ health care.

Specislized Funiction Otiigations Drug Control FTE
: {MiNiohs} Related Percent
Research & Developmenl 316.034 . NiA A
2. h ificationg ~ In accordance with the guidance provided in the Office of

Methodology Modifications

National Drug Control Policy's fetter of Septembar 7, 2004, VA's methodology only
incorporates Specialized Treatmant costs and ng longer takes inta consideration Olher
Related Treatment costs. Drug controi methodology detailed in A.1 was tre actual
mathodology used to ganerate the Resource Summary.

, Material Weaknessss or Other Findings — Deloitfe and Touche LLP provided an unquatified

opir.on on VA's fiscal year 2009 and 2008 consolidatad financial statemenis. They also
identified tour matarial weaknesses. Three of the four matarlal weaknesses are repsat
conditions from the prior year aud.t and identi’ied as (i} financial managemen: system
functionality (i) Informatian technology security controls and {jii) financial manegament
oversight. The fourth material weakness, compensation, pension, and burial tiabilities, was
identified during the fiscal year 2009 audit. There were no material weaknesses or other
findings by independent sources, or other known weaknesses, which may affect the
presentalion of prior year drug-related obligations dala,

mmi r - There was no rapregramming of funds or transters that
adjusted drug controtrelated funding because drug cuntrol expenditures are reported on the
basis of patients servad in various VA clinical seXings ‘or specialized substance abusa
treatmant programs.

. Other Disclosuras — Thie budget accounts for drug control-related custs for VHA Medical

Care and Research. it does no! includa afl drug-related costs ‘or the agency. VA ircus
coste related lo accounting and sacurity of narcotics and other canirolied substances and
casts of aw anforcement related Lo illegat drug activity; however, these Gosty ere assumed to
be relatively small and would not have a material etfect on the reported costs.

. Assertlons

Prug Methodology — VA asserts that the methodology used to estimate FY 2008 drug control
obligations by function and budget decision unit is reasonable and accurate based on the
criteria set forth in the ONDCP Circula- daled May 1, 2007,

. Application of Methatiglogy — The methodaiogy described in Section A.1 above was usad to

prepare the pstimates contained in this repon.

ammings of Transfers ~ No changes were made to VA's Financial Plan thal required
ONOCP approval per the SNDCP Circular dated May 1, 2007.

. Fund Goniroi Notices — The data presented are associated with obligations against a

financiai plan that was based upon a methadoiogy in accordance with ait Fund Control
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Noticas issued by the Director under 21U .S.C., § 1703 (f) and Section 8 of the ONOCP
Circular, Budget Execution

VAR February 4, 2010
Mark'w. Yow Date
Assaciate Chief Financial Officer
Resource Management Office (172)

February 4, 2010
Date

g
Resource Managemant Office {172)
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Departent of Vete “ans Affairs

Resource Summary
Obligatior s {n Milions)
2008
Final
Medicat Care:
Speciglized Treaiment
Regldential Rehabiltation & Treatment. ... ... $137.384
Inpatient... ..o $15.537
Quipatient.. ......... ... . $224.630
Specialized TrBAIMENL. ... e e e e e e $377.754
Research & Deveiopment ..............cccoee s e $15.014
Drug Contrgl Resources by Function & Decision $302.786
Drug Contre! Raesaurces Perscnnel Summary
TOlI FTE o iiirtie it et ecteraece e yarensvas 1o nermnevian oo e aressiratencnes 2764

Tola! Enacted APProprialions ... ... i e e $99,783.085
Drug Control Percamtage. ..o v ccoimriiiics st e 0.39%
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ONDCEP Circular: Drug Control Accounting
May 1, 2007

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS
SUBJECT: Annual Accounting and Authentication of Drug Control Funds and Related Pcrformance

l. Purpose, This circular provides the polices and procedures to be used by National Drug
Control Program agencies in conducting a detailed accounting and authentication of all funds
expended on National Drug Control Program activities and the performance measures, targets, and
results associated with those activities.

2, Rescission. This circular rescinds and replaces the ONDCP Circular, Annual Acconnting of
Drug Control Funds, dated April 18, 2003.

3. Authority,
a.21 U.S.C. § 1704(d) provides: “The Director [ONDCP] shall -

(A) require the National Drug Contral Program agencies to submit to the Director not later
than February 1 of each year a detailed accounting of all funds expended by the agencies for
National Drug Control Prograin activities during the previous fiscal year, and require such
accounting to be authenticated by the Inspector General of each agency prior to submission to
the Director: and

{B) submit to Congress not later than April | of each year the information submitted to the
Director undcer subparagraph (A).”

b. 21 U.S.C. § 1703(dX7) authorizes the Director of National Drug Contral Policy to ... monitor
implementation of the National Drug Control Program, including — (A) conducting program and
performance audits and evaluations; and (B) requesting assistance of the Inspector General of the
relevant agency in such audits and evaluations ...”

4. Definitions, As used in this circular, key terms related to the National Drug Control Program
and budget are defincd in Section 4 of the ONDCP Circular, Budget Formulation, dated May 1,
2007. These terms include: National Drug Control Progreun, National Drug Control

Program agency, Bureaun, Druy Methadology, Drug Conirol Functions, and Budget Decision Units.
Further, Reprogrammings and Fund Contro] Notices referenced in Section 6 of this circular are
defined in Section 6 and Section 8 of the ONDCP Circular, Budget Fxecution, dated May 1, 2007,

3 Coverage. The provisions of this circular apply to ali National Drug Control Program
agencies.

6. Detailed Accounting Submission. The Chief Financial Officer (CFO) of each agency. or
other accountable senior level senior executive. shall prepare a Detailed Accounting Submission to
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the Director, ONDCP. For agencies with no bureaus, this submission shall be a single repor, as
defined by this section. For agencies with bureaus, the Detailed Accounting Submission shall consist
of reports, as defined hy this section, from the agency’s bureaus. The CFO of each burcau, or
accountable semior level exccutive, shall prepare reperts. Each report must include (a) a table
highlighting prior year drug control cbligations data, and (b) a narrative section making assertions
regarding the prior year obligations data. Report clements are further detailed below:

a. Table of Prior Year Drug Contrel Ohligations — For the most recently complcied fiscal
year, each report shall include a table of obligations of drug conirol budgetary resources
appropriated and available during the year being reporded.’ Such table shall prescnt
obligations by Drug Control Function and Budget Decision Unit, as these categories are
displayed for the agency or bureau in the Nationu/ Drug Control Strategy Budget
Summary. Further, this table shail be accompanied by the following disclosures:

(1) Drug Methodology ~ The drug methodology shall be specified in a separate exhibit.
For obligations calculated pursuant to a drug methodology, this presentation shall
include sufficient detail to explain fully the derivation of all obligations data presented
in the table,

(a) Obligations by Drug Control Function - All bureaus employ a drug
methodology to report obligations by Drug Control Function.

(b) Obligations by Budget Decision Unit — For certain multi-mission bureaus ~
Customs and Berder Protection (CBP), Coast Guard, Immigration and Customs
Enforcement (ICE), Indian Health Service (IHS), Bureau of Indian Affairs (BIA),
and the Veterans Health Administration (VHAY) — obligations reported by Budgel
Decision Unit shall be calculated pursvant to an approved drug methodoiogy. For
all other bureaus, drug control obligations reported by Budget Decision Unit shall
represent 100 percent of the actual obligations of the bureau for those Budget
Decision Units, as they are defined for the National Drug Control Budget. (See
Attachment B of the ONDCP Circular, Budger Formulation, dated May 1, 2007.)

(2) Mcthodology Medifications — Consistent with ONDCP's prior approval, if the drug
methodology has been modified from the previous ycar, then the changes, their
purpose, and the quantitative differences in the amount(s) reported using the new

' Consistent with reporting requirements of the ONDCP Circular, Budge! Formulation, daled May 1, 2007,
resources received (rom the fllowing accounts are excluded from obligation estimates: (1) ONDCP — High
Intensity Drug Trafficking Areas (HIDTA) and (2) DPOJ — Orpganized Crime Drug Enforcement Task Force Program.
Obligations against these resources shall be excluded from 1able required by this section but shall be reported on a
consolidated basis by these bureaus. Generally, to prevent double-counting agencies should not report obligations
against budgel resources received as a reimbursement. An agency that is the source of the budget autherity for such
reimbursements shall be the repenting entity under this circular.
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method versus the amount(s} that would have been reported under the old method shalf be
disclosed ?

(3) Material Weaknesses or Other Findings — Any material weakness or other findings
by independent sources, or other known weaknesses, including those identified in the
Agency’s Annual Statement of Assurance, which may affect the presentation of prior
year drug-rciated obligations data, shall be highlighted. This may be accomplished hy
either providing a brief written summary, or by referencing and attaching relevant
portions of existing assurance reports. For each material weakness or other finding,
corrective actions currently underway or contemplated shall be identificd.

(4) Reprogrammings or Transfers — All prior year reprogrammings or transfers that
affccted  drug-related budgetary resources shall be identified; for each such
reprograimming or transfer, the effect on drug-rclated obligations reported in the table
required by this section also shall be identified.

(5) Other Disclosures — Agencies may make such other disclosures as they feel are
necessary to ¢clarify any isswes reparding the data reported under this circular.

b. Assertions — At a minimum, cach report shall include a narrative section where the
following assertions are made regarding the obligation data presented in the table require
by Section 6a: *

(1) Obligations by Budget Decision Unit — With the exception of the multi-mission
bureaus noted in Section 6a(1)(h), reports under this section shall include an asscrtion
thar obligalions reported by budget decision unit are the actual obligations from the
bureau’s accounting system of record for these Budget Decision Units,

(2) Drug Methodology — An assertion shall be made regarding thc reasonableness and
accuracy of the drug methodology used to calculate obligations of prior ycar budgetary
resources by function for all bureaus and by budget decision unit for the CBP, Coast
Guard, ICE, THS, BIA, and VHA. The criteria associated with this assertion arc as
follaws:

{a) Data — If workload or other statistical information supports the drug methodology.
then the source of these data and the current connccetion to drug control obligations
should be well documented. If these data are periodically collected, then the data
used in the drug methodelogy must be clearly identificd and will be the most
recently available.

? For changes that did not receive prior approval, the agency or bureau shall submit such changes to ONDCP for
approval under scparate cover.
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(b) Other Estimation Methods — If professional judgment or other estimation
methods are used as part of the drug methodology, then the association between
these assumptions and the drug control obligations being estimated must be
thoroughly explained and documented. These assumptions should be subjected to
periodic review, in order to confirm their continued validicy.

(c) Financial Systems — Financial systems supporting the drug methodology should
yield data that fairly present, in all matcrial respects, aggregate obligations from
which drug-rclated obligation estimates are derived.

(3) Application of Drug Methadology — Each report shall include an assertion that the
drug methodology disclosed in this section was the actual methodology used to
gencrate the table required by Section 6a. Calculations must be sufficiently well
documented to independently reproduce thesc data. Calculations should also provide a
means to ensurc consistency of data between reporting years,

(4) Reprogrammings or Transfers — Further, each report shall include an assertion that
the data presented are associated with obligations against a financial plan that, if
revised during the fiscal ycar, properly reflects those changes, including ONDCP’s
approval of reprogrammings or transfers affecting drug-related resourccs in excess of
$1 million.

(5) Fund Control Notices — Each report shall also include an assertion that the data
presented are associated with obligations apainst a financial plan that fully complied
with all Fund Control Notices issued by the Director under 21 U.S.C. § 1703(f) and
Section 8 of the ONDCP Circular, Budger Execution.

7. Performance Summary Report. The CFO, or other accountable senior level senior
executive, of cach agency for which a Detailed Accounting Submission is required, shall provide a
Performance Summary Report to the Director of National Drug Control Policy. Cach report must
include performance-related information for National Drug Control Program activitics, and the
official is required to make certain asscrtions regarding that information. The required elements of
the report are detailed below.,

a. Performance Reperting- The agency’s Performance Summary Report must include each of
the following components:

(1) Performance Measures — The report must describe the performance mcasures used
by the agency to assess the National Drug Control Program activities it carried out in
the most recently completed fiscal year and provide a clear justification for why those
measures are appropriate for the associated National Drug Control Program activities.
The performance report must explain how the measures: reflcct the purpose of the
program; contribute to the National Drug Control Strategy; and arc used in the
management of the program. The description must include sufficient detail to permit
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non-experts to understand what is being mecasured and why it is relevant to those
activities.

(2) Prior Years Performance Targets and Results — For cach performance measure, the
report must provide actual performance information for the previous four fiscal years
and compare the results of the most recent fiscal year with the projected (larget) Jevels
of performance established in the agency’s annual performance budget for that year, [
any performance target for the most recently completed fiscal year was not mot, the
report must explain why that target was not met and describe the agency’s plans and
schedules for mecting future targets. Alternatively, if the agency has concluded it is
not possible to achicve the established target with available resources, the report
should include recommendations concerning revising or eliminating the target.

(3) Current Year Performance Targets —~ Each report must specify the performance
targets established for Wational Drug Control Program activities in the agency's
performance budget for the current fiscal year and describe the methedology used to
estahlish those targets.

(4) Quality of Performance Data — The agency must state the procedures used to ensure
the performance data described in this report are accurate, complete, and unbiased in
presentation and substance.

(b) Assertions — Each repont shall include a letter in which an accountable agency official
makes the following assertions arc made regarding the information presented in Section
7a: -

(1) Performance reporting system is appropriate and applied — The agency has a
system to capture performance information accurately and that systcm was properly
apphied to generate the performance data.

(2) Explanations for not meeting performance targets are reasonable - An assertion
shall be made regarding the reasonableness of any cxplanation offered for failing to
meet a performance target and for any recommendations concerning plans and
schedules for mecting future targets or for revising or climinating performance

targets.

(3) Methodology to establish performance targets is reasonable and applied - An
assertion that the methodology describcd above (o establish performance targets for
the current year is reasonable given past performance and available resources.

(4) Adequate performance measures exist for all significant drug control activilies -
Each Report shall include an assertion that the agency has established at least one
acceptable performance measure for each Drug Contrel Decision Unit identified in
reports requircd by section 6a(1)}A) for which a significant mount of obligations
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(31,000,000 or 50 percent of the agency drug budgel, whichever is less) were incurred in
the previous fiscal year. Each performance mcasure must consider the intended
purpose of thc National Drug Control Program activity.

The criteria associated with these assertions are as follows:

(a) Data — If workload, participant, or other quantitative information supports these
assertions, the sources of these data should be well documented. If these data are
periodically collected, the data used in the report must be clearly identified and will be
the most recently available.

(b) Other Estimation Methods - [f professional judgment or cther estimation methods
are used to make thesc assertions, the objectivity and strength of these estimation
methods must be thoroughly cxplained and documented. ‘These estimation methods
should be subjected to perindic review to confirm their continued validity.

(¢) Reporting Systems — Reporting systems supporting the assertions should be current,
reliahle, and an integral part of the agency’s budget and management processes.

B. Inspector General Authentication. Each report defined in Sections 6 and 7 shali be
provided to the agency’s Inspectar General {IG) for the purpose of expressing a conclysion about the
rchability of each assertion made in the repart. ONDCP anticipates that this engagement will be an
attestation review, consistent with the Statemenis for Standards of Attestation FEngagements,
promulgated by the American Institute of Certified Public Accountants.

9. Unreasonable Burden. Unless a detailed report, as specified in Scction 6, is specifically
requested by ONDCP, an agency or burcau included in the National Drug Cantrol Budget with prior
vear drug-related obligations of less than $50 million may submit through its CFQ, or its accountable
senior level executive, an alternative report to ONDCP, consisting of only the table highlighted in
Section 6a., omitting all other disclosures. Such a rcport will be accompanied by statements from the
CFQ, or accountable senior level executive, and the agency [G attesting that full compliance with this
Circular would constitute an unreasonable reporting burden. In those instances, obligations reported
under this section will: be considered as constituting the statutorily required detailed accounting,
unicss ONDCP notifies the agency that greater detail is required.

10, Paint of Contact and Due Dates. Each agency CFO, cr accountablc scnior level executive,
shall transmit a Detailed Accounting Submission, consisting of the report(s) defined. in Sections 6
and 7, along with the 1G’s authentication(s) defined in Section 8, to the attention of the Associate
Director for Performance and Budget, Office of National Drug Control Policy, Washington, DC
20503. Detailed Accounting Submissions, with the accompanying IG authentication(s), are duc (o
ONDCP by February 1 of each year. Agency management must submit reports to their Office of
Inspector General (OlG) in sufficicnt time to allow for review and 1G authentication under Section 8
of this Circular, ONDCP recommends a 31 December due date for agencics to provide their
respective OIG with the required reports and information.

15



independent Review of VA’s Fiscal Year 2009 Detailed Accounting Submission
to the Office of National Drug Control Policy

Attachment C

Report Distribution
VA Distribution

Oftice of the Secretary

Veterans Hlealth Administration

Office of General Counsel

Asststant Secretary for Management

Chief Financial Officer for Veterans Ilealth Administration

Non-VA Distribution

House Committee on Veterans® Affairs

House Appropriations Subcommittee on Military Construction, Veterans Aftfairs, and
Related Agencics

House Committee on Oversight and Government Reform

Senate Committee on Veterans® Affairs

Senate Appropriations Subcommittee on Military Construction, Veterans Affairs, and
Related Agencics ‘

Senate Committce on Homeland Security and Governmental Affairs

Office of National Drug Control Policy
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DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector General
Washington, OC 20420

TO: Chief Financial Officer, Veterans Health Administration (17)

SUBJECT: Administrative Investigation — Improper Funding of College Degrees,
Failure to Administer and Follow Policy, and Misuse of Government
Resources, VHA Office of Finance, Washington, DC
(2007-00429-1Q-0035)

Summary

We substannated that the FEWC)

1mpr0pcr1y authonzed the expcndlturc of $86 807. a8 1 in VA funds to pay for academic
(undergraduate and graduate) degrees for two employees and that he failed to administer
VA policy. We also substantiated that a [BXO® " Imisused his
Government-issued purchase card; that he violated and directed a new employee at a
lower grade to violate Federal acquisition regulations; and that he misused VA-owned
computer systems to access sexually explxclt or sexual]y onented material. In addition,
we substantiated that the [®X7X< L . |misrepresented
facts and displayed a lack of candor to the VHA CFO to a VHA Auditor, and to VA
Office of Inspector General (OIG) investigators. Furthermore, we found two $2,400
purchase card payments which were not applied as intended or properly refunded to VA,

Introduction

The VA OIG Administrative Investigations Division investigated allegations that
[Ty ‘ | improperly approved the expenditure of
$86,807.48 1o pay for academic degrees for two employees and that he failed to properly
administer VA policy pertaining to training and to Govemment-1ssued purchase cards.
We also investigated whether [PX7(C) . |and a
former VA Analyst xmproperly received their academxc degrees at VA cxpen'se Further,
we investigated whether [BXC) _— |misused his Govemment-issued purchase card;
violated, and directed a new employee at a lower grade to violate, Federal Acquisition
Regulations and VA purchase card policies; and whether he misused VA computer
systems to access sexually explicit or sexually oriented materials. Finally, we

VA Office of Inspector Generat




Administrative Investigation - Improper Funding of College Degrees,
Fallure to Administer and Follow Palicy, and Misuss of Governmenl Resources, VHA Office of Finance

investigated whether [®X7X€) ' ~Jmisrepresented facts and displayed a
lack of candor to the VHA CFOQ, to a VHA Auditor, and to VA OIG.

To assess these allegations, we interviewed [BX7XC T land the former
Analyst. We also interviewed the former and current VHA Chlef Fmancml Officers and
other VA personnel in Washington, DC; Boston, Massachusetts; Denver, Colorado; and
Austin, Texas. We reviewed academic and financial records; VA purchase card
trangaction records; various VHA Office of Finance internal documents, to include a
Purchase Card program audit report, policy statements, and VA contracting documents;
email records, and applicable Federal laws, regulations, and VA policy.

Results

Issue 1. Whether Mr. Strong Authorized Improper Funding of Academic Degrees
and Improperly Administered VA Training Policy

Legal and Policy Requirements

The Government Employee’s Training Act of 1958 prohibits the use of training funds for
the sole purpose of providing an employee with an academic degree, whether or not the
degree was needed to qualify for a job, unless the training was needed to assist in the
recruitment or retention of employees in shortage occupations. Public Law 85-507,
5 USC § 4107 (2002), 5 CFR § 410.308 (2002). The Homeland Security Act of 2002
amended the training Act by expanding an agency's authority to pay or reimburse an
employee for the costs of academic degree training, if the training contributed to meeting
an identified training need, resolved an identified staffing problem, or accomplished
goals in the strategic plan of the agency. The amended statute continued to prohibit an
agency from paying for academic degrees for employees for the sole purpose of
providing an employee with an academic degree or qualifying the employee for an
appointment to a position for which the academic degree is a basic requirement, 5 USC
§ 4107 (2003).

In November 2003, VA revised its Employee Development policy to authorize payment
for academic degrees as provided by the Homeland Security Act. VA Directive 5015,
Paragraph 2b (9), (November 13, 2003). The policy delegates the authority to approve
academic degree training, from the VA Secretary to Under Secretaries, Assistant
Secretaries, other Key Officials, and Deputy Assistant Secretaries or their designees.
This authority may be further delegated to VISN, MSM, and VBA area directors, but it
may not be delegated any further. /4., (9) (d).

Before 2003, VA training policy delegated the authority to approve training by, in, or
through a non-Govermment training facility to Administration Heads, Assistant
Secretaries, Other Key Officials and their designees and requires that the authonzation
for non-Government training must be in writing and obtained in advance of the course.
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VA Haodbook 5015, Paragraph 8c, (2002). The training policy further required that
before training through a non-Government source was approved, the authorizing official
must have first determined that the training was related to the performance of the
employee’s official duties and that it benefited VA. Furthermore, VA needs must be
specifically identified in determining the benefit to VA, and it was not sufficient that an
employee had a high interest in the training or had a background related to the subject of
the training, [d., Paragraph 8c (a). The 2002 policy which required the authorizing
official to determine that adequate training was not reasonably available by, in, or
through a Government facility; that the training was the most practical and least costly to
the Government; and that the prohibitions, limitations, and requirements, as stated in Part
410 of Title 5 of the Federal Code of Regulations was satisfied as to these three
requirements. /d., Paragraph 8c (b)-(e).

Furthermore, policy required that whenever training involved more than 80 hours of non-
Government training, an agreement to continue in service (continued service agreement)
must be obtained from the employee before training began, with a copy maintained in the
employee’s official personnel file. VA Handbook 5015, Paragraph 8c (2), (2002). The
2003 revision of the training policy set the minimum Departmental standard requiring
service agreements for courses that are 40 hours in length and cost at least $500. Finally,
policy required that the selection process of employees for training, which may give a
competitive edge in applying for future openings, must be done in accordance with merit
system principles. VA Handbook 5015, Paragraph 3a (2), (2002).

VHA Office of Finance (OF) training policy states that final approval for all training for
OF employees will be made by the CFO and requires the use of Standard
Form 182 (SF-182) Request, Authorization, and Certification of Training for college
courses. VHA Office of Finance Training and Development Policy Guide, Chapter II,
Paragraph 3, (June 2003). In addition, OF policy ranks college courses as the lowest
priority in terms of determining whether the training would be provided to an employee
within mission and budgetary constraints and requires the employee to submit
documentation of the grade earned upon completion of the course. /d., Chapter III,
Paragraphs 2(a) and (b). OF policy also requires that whenever “long-term, high-cost,
and highly desired trzining opportunities™ (more than 120 hours and/or a cost exceeding
$2,500) occurs that may result in increased opportunity for advancement, all eligible OF
employees are to be notified and provided an opportunity to apply for the training with
final selection made by the VHA CFO. Id., Chapter 111, Paragraph 5.

Background

B ] became the [P |in [ " "and afier being
[(PX7XC) |

appointed to the Senior Executive Service in [PX7XO) |he was permanently appointed to the

position. X | began working in DSO as a staff assistant in| -Jand he became
[PX7Re |direct report in [PXNC) ] In [BXNC |obtained a
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Bachelors of Science Degree in Business Management, and ln | he obtained
a Masters of Management Degree,[PX™%©) _—""“‘_—]

The former Analyst began working in the VHA Office of Finance as a college intern in
September 2001; was converted to a full-time Mana ement Analyst in December 2001
and subsequently became a direct report to In Aug}{t 2004, the fo
Analyst obtained a Masters of Business Administration Degree from The eorge
Washington University (G¥), Washington, DC; and in July 2005, she resigned ffom VA
to pursue employmcw e private sector. (She died in Sggftember 2007.)

Acadentic Degree Funding fo

enrolled in their Business Managcment

W-
Undergraduate Degree Program in and that between [PXNC)

] he took the 21 courses rcqun'ed to eamn an undergraduate degrce He

thcn enrollcd m the
b - |he took an additional 13 graduate level courses to obtain a

graduatc degrec Accordmg to purchasc card andrecords,and another
employec, a Program Analyst assigned to DSO in Bedford, Massachusetts, used their
respective Government-issued purchase cards to pay for all 34 college courses. In total,
VA paid $43,318.96 to|_|for l“”""c’ ‘ !undergraduate and graduate degrees.

told vs that |/ verbally approved each of the 34 courses, prior to his

taking them, but he said that he never submitted a written request for training. He said
thatrewewed each course description, gave his verbal approval, and after

completing each course, [¢ ] showed[PXCTthe grade he eamed. [BXF0) |

said that he asked the Program Analyst to use her purchase card to pay for some of his
courses, becausc he was also using his purchase card to pay for tuition at GW for the
former Analyst. He said he was also concerned about the spending limits on his purchase
card. However, the Program Analyst told us thatfP7% " |requested that she use her
card, because he said that his was not working properly She said that she received a
mcmorandum signed by-aut.honzmg the expenditure of funds to pay for nine

college courses and that she reccived verbal authorization from her purchase card

approving official to use the card to pay for these college courses.

told us that one of his career goals was to become a manager and a member
of the Senior Executive Service, and that he believed doing so would be an extension of
his current pasition as af®BX?€) ] He said that at the time he began pursuing his
undergraduate degree, he spoke with someone at VHA Health Administration Center
Human Resources Office in Denver, Colorado, to ask if it was appropriate for VA to pay
for the courses. He said that this person told him that it was pf:rmxssxble as along as the
courses were relevant to his job and his supervisor approved them. S&ld that
he did not document this conversation and could not remember the name of the person
with whom he spoke.
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told us that [PXX© - lreviewed several diffcrent graduate degree programs
for him, discussed the pros and cons of each, and recommended that he pursue the [FX7%0 ]
Masters of Management Degree Program, [BX%)__said that he discussed each course
with[PXDCI "o ensure that it was applicable to his job and that he approved each one
mdividuallﬁ, on a course by course basis, and that he authorized the use of VA funds for

to obtain his academic de%ees. However,[BXWC " ltold us that he did not
B

use a8 competitive process to select for a degree program. He said that he
authorized this expenditure so as to help PX7XC) | better perform his job; because
he expressed a desire to improve himself professionally; and so[®XX0) " Jcould pursue
a higher education. acknowledged thatposmon was not one
that was hard to fill or that required specia! recruitment or retention incentives, and
records indicated that a degree was not required for the position.

told us that he never rcquiredto submit a written request for this

training, and he said that, at the time, he was not famrhar with a requirement to do so.
also said that he never required [PPXC) " to sign a continued service

agreement, because he believed that the only time one was required was if the
coursework was completed on Government time. Although and
said that each course was individually reviewed and verbally approved y OR7XC).
ST memorandum, College Funding for [PXXC) o IEfg'ncd
by EE""X“": ] wherem he approved the expenditure of funds to pay for nine
e ~ under duate courses through[~ Jover a 1-year period from[®XDCT -
[EXTYE) —1To the contrary, the memorandum listed only the course titles and
provided no dctaal on the content of each course, that there was an independent review of
each, or that they were individually approved.

[BXC " Jtold us that senior leadership within VHA Office of Finance, to include the
formcr VHA CFO and his Exccutive Assistant, were aware that the VA paid for
[BCT " education and that no one ever questioned it until S
allegations against{(°X"XC) surfaced that he improperly used his purchase card to pay
for his oollcgc courses, ]“’W & lrccal!cd a conversation that occurred during an
[PXX® ] performance awards meeting, attcnded by senior managers, and someone
asked why the award proposed for [BXC1 | was lower than his contcmgoranes

[PXRCT said he told them that given the amount of money VA paid for
college courses he believed that the lower award amount was sufficient.

PAEXE also said that he discussed the entire scope of Government funding for
(OXPXC)  leducation with the former VHA CFO’s Executive Assistant on other
occasions, and he believed that the former VHA CFO should have known how many
courses were paid for by VA, In an [®X email mwsage the former VHA
CFQ’s Executive Assistant wrote (o ]that [‘EWC; .- lcourses and award
were discussed the previous year during the award vetting process; however, he said that
it was “not a hot topic discussion.” The former CFO'’s Executive Assistant told us that he
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recalled that a meeting took place in either when both the current and
former VHA CFO were present, and someone asked why [®X7) :
less than his contemporaries. He said that[PXO€ stated that the VHA Office of
Finance paid for courses for [FX7© |and that the premxse of statement
was that in setting the award amount to be given to he had taken into
consideration the amount spent on his college courses. 1he former CFO’s Executive
Assistant said he did not recall whether [ specified the number of courses

[PXC " Jtook at VA expense and thatm response satisfied the original
question.

The former VHA CFO told us that he had no knowledge that the VA paid for college
NN lor that he obtained a college degree at VA expense. He said that
aﬁer learning that used a Gvcrnment purchase card to pay

" | responded by saying that it

was to improve hlS _]Db perfomancc

[exrxey s | | |told us
that he was not aware that I(")‘”(C’ | took college courses at VA expense until
purchase card expenditures were called into question. He said that when
the allegations against[BX7XC)  |first surfaced, a meeting took place to discuss the
matter, and the former VHA CFO asked[P0%) " if he authorized BT Jto take
college courses at VA expense The VHA CFO told us that[BX? " Jacknowledged
that he gave his approval for [FRXCT " to take the courses. He further said that both he
and the former VHA CFO were “shocked” to leam that[PX0C 1 approved

to take so many courses.at VA expense.

Academic Degree Funding for the Former Analyst

According to GW records, the former Analyst applied for admission to GW’s Masters of
Business Administration (MBA) degree program in March 2002, In August of that year,
she cancelled a student loan she obtained, indicating on the cancellation form “employer
funding” as the reason. Between September 2002 and August 2004, the former Analyst
took 19 graduate level courses to obtain an MBA degree at GW, which was recognized as
one of the 10 most expensive private colleges in 2004. According to purchase card
records,and four other VHA employees used their respective purchase cards
to pay for the courses. In total, the VA spent $43,488.52 for the former Analyst’s GW
MBA education. Records further reflected that some of the expenditures to GW included
items not normally allowed, such as interest, late payment fees, a graduation fee, and
tuition for a course that was never completed. The participation by each of the other four
card holders was limited in scope, independent of each other, and we found no evidence
that any of them knew the full extent of expenditures made to GW on behalf of the
former Analyst. All the card holders used their respective purchase cards only after
receiving authorization, which in each case ultimately came from
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told us that he approved funding for the former Analyst to obtain her MBA,
but he said that the initial approval came from the former (retired) VHA Deputy CFO.
[BX7KST " said that he was left “out of the loop” and was not involved in the former
Analyst’s decision to attend GW, but she instead discussed her education plans with the

former Deputy CFO. 'mitially said that he could not recall how he came to

believe that the former Deputy CFO approved the funding, only that he believed, at that
time, that he did, He further said that when hc authorized the expenditures

for the former Analyst, he believed he was only carrying out the former Deputy CFO’s
wishes, However, [BX7HC1 —later told us that the former Analyst told him that the
former Deputy CFQ authorized the expenditure of funds to pay for her education, but he
never verified this information with the former Deputy CFQ directly nor did he have any
documents showing that the former Deputy CFO approved the funding. Furthermore,
OX7XC)|said that he never required the former Analyst to submit written requests for
training, to sign a continued service agreement, nor did he consider other training that
would have been adequate but less expensive.

funds for the former Analyst’'s GW coursework and that he{® took care of
payments. He later said that the former Deputy CFO also authorized the funding. To the
contrary, the former Deputy CFO told us that when he was in that position, he and the
former Analyst never discussed her education prior to her starting the GW degree
program, and he said that he never authorized the expenditure of VA funds to pay for any
of her education. In addition, he said that he did not know thatapproved
funding to pay for the former Analyst's education.

Initially, [° | told us that ornly mauthonzed the exiendltures of VA

Prior to her death, the former Analyst said thattold her that VA would pay
for her education. She also confirmed that before she knew this, she previously obtamed

approval for financial aid through GW. The former Analyst told us that [BXTXC) ]

handled all the details of paying for the courses and that she personally did not have fo
pay for any part of her GW educational expenses. She said that her conversations with
the former Deputy CFO were informal and that they never talked about VA paying for

her education. She also said that she never discussed her course work with [BX7XC)

because he was “‘too busy.” The former Analyst provided us copies of training request
forms and continued service agreements for 6 of the 19 graduate courses she took, and all
contained [PXX¢)  lsinature,

Conclusion

We concluded that [ | improperly authorized the expenditure of $86,807.48 in
VA funds to pay for academic degrees. His actions were an abuse of his authority in that
the were arbitrary and capricious; resulted in personal gain, or advantage, being afforded
to [ and the former Analyst, over any other employee; and that final approval
for all training for Office of Finance employees should have been made by the CFO. A
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key component to any education program sponsored by the agency is that a competitive
process be used to select who will be given an educational opportunity at Government
expense. The scope and magnitude of the education cffered to these two employees far
exceeded any normal training offered to employees to improve individual job
performance and was not a part of any agency sponsored educational program. Further,
there was never 3 demonstrated need to pay for Bachelors and Masters degrees for

or the former Analyst for the purposes of meeting an identified VA training
need, resolving an identified staffing problem, or accomplishing a goal of VA’s strategic
plan, as required by regulation and VA policy.

(PX7XC} - lapproval of funding undergraduate and graduate academic degrees for these
employees was excessive in nature and scope, allowing [BC " to take 34 college
courses at VA expense. He also approved funding for 19 college courses for the former
Analyst at one of the country’s most expensive private colleges. Additionally,

[EC) Jacknowledged that, by obtaining his academic degrees at VA
expense, he received something of value over and above other cmployees, as expressed

by his reducing [° performance award due to VA paying for his educanon In
the case of the former Analyst, we found no credible evidence to support :

assertion that the former Deputy CFO approved educational fundmg, as bolh thc former
Deputy CFO and Analyst said that they never discussed VA paying for her education.
There were no documents to support [P0CT ™ Jassertion, and all the approval

documents were signed by [PXX©) ]

Moreovcr,failed to fulfill the requirements of VA’'s training policy, such as
obtaining and maintaining written requests; protecting the interests of the Government by
getting continued service agreements; specifically identifying the VA benefit in paying
for entire academic degrees; ensuring that the training was not provided because the
employee had a high interest in it or had a background related to the subject of the
training, and; by not using a competitive process to select who would receive the training.
In addition, before authorizing training through a non-Government source, he failed to
determine whether adequate training was reasonably available by, in, or through a
Government facility; he failed to ensure that the training taken by the employees was the
most practical and least costly to the Government, and; he failed to ensure that the
prohibitions, limitations and requirements as stated in Part 410 of Title 5 of the Federal
Code of Regulations were met.

Recommendation 1. We recommend that the VHA CFO take appropriate administrative
action agamstfor improperly authorizing the expenditure of $86,807.48 to
pay for academic degrees.

Recommendation 2. We recommend that the VHA CFO take appropriate administrative
action agamst_ for failing to properly administer VA training policy.

VA Office of Inspector General a



Administralive investigation - Improper Funding of College Degrees,
Failure to Administer and Follow Palicy, and Misuse of Government Resources, VHA Office of Finance

Recommendation 3, We recommend that the VHA CFO ensure that a bill of collection
for $43,318.96 be issued tomto recover funds improperly expended to pay for
his undergraduate and graduate degrees.

Issue 2: WhetherViolated Acquisition Regulations and f‘W TXCY ~ [

Improperly Administered VA Purchase Card Policy

The Federal Acquisition Regulation prohibits “splitting” a single procurement exceeding
the micro-purchase threshold limit into two or more transactions of lesser amounts in
order to avoid the requirement that applics to purchases exceeding the micro-purchase
threshold. 48 CFR § 13.003 (c)2). Prior to September 28, 2006, this threshold amount
was $2,500. Id., § 2,101; Federal Acquisition Circular 2005-13.

VA policy states that purchase card Approving Officials are responsible for monitoring
the use of the Government purchase card by the cardholder to ensure purchases are within
guidelines; certifying all transactions made by cardholders and ensuring applicable
documentation is maintained; ensuring Federal, VA, and local acquisition regulations are
followed; and certifying all procurements are legal and proper. VA Handbook 4080,
Paragraph 3a, (2003, 2005) and VHA Handbook 1730.1, Paragraph 3h, (2000, 2005).
Policy further states that Cardholders are responsible for complying with all Federal, VA,
and local acquisition regulations, including the prohibition against splitting transactions
to avoid the micro-purchase threshold limit and maintaining appropriate receipt records
in accordance with VA Manual MP-4, Part X, Item 5-1, stating that procurement and
voucher documentation must be kept for 6 years and 3 months. VA Handbook 4080,
Paragraph 3¢ (2005); VHA Handbook 1730.1, Paragraph 3g (2000, 2005); VHA Office
of Finance Operating Instructions for Government Purchase Card (17), February 9, 2006.
VHA policy further provides that certification of inappropriate procurements will result
in immediate revocation of approving authority, possible disciplinary action, and/or
issuance of a bill of collection for the full cost of the procurement. VHA Handbook
1730.1, Paragraph 3h, (2000, 2005)

Improper Splitting of Transactions

Purchase card records associated with the payment of the former Analyst’s education
cxpenses at GW reflected that [PXD©  used his purchase card to make 10 separate
fragmented (split) payments totaling $17,205.81. (At the time he made these payments,
Federal regulations prohibited splitting payments for expenditures over $2,500.) For
example, records showed that used the purchase card to pay the 2002 fall
semester educational expenses in the amount of $4,916.00 by making three separate
payments: $1,500.00 on August 8; $2,000.00 on September 17; and $1,416.00 on
November 26. In another cxample, he paid the 2003 spring semester charges, totaling
$5,033.47, by again making three scparate payments: $1,304.00 on January 24; §1,304.00
on January 27; and $2,425.47 on April 3. In a third example, during the 2003 summer
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and fall semesters,made two split payments: $2,400.00 on August 6 and
$2,400.00 on September 9.

Records also showed that a DSO junior staff assistant made three split payments in
October 2003 to GW totaling $7,200.00. These included two payments of $2,400.00,
each made on Qctober 9, and a third of $2,400.00 made on October 16. The j Jumor staff

assistant told us that when he first started working in DSO in [PXD€) ~ __|who
was his first-level supervisor, made it clear to him that he was to receive work
assignments and take direction from[®7C | He said that in about W"c)

[PX7XET " ]directed him to obtain a purchase card, and in

instructed him to make several $2,400.00 payments to GW for the former Analyst’s
college courses. The staff assistant told us that he did not make payments to GW on his
own initiative and that[®7% " told him when to make payments and for how much.
He said that he was a new employee with less than [PX7XC) |Federal service, and he acted

upon instructions given to him by [®X7XC) I

In a November 3, 2003, cmail message from a Chief Accountant at VA Denver
Accounting Finance Office to the DSO junior staff assistant, the Chief Accountant
restated a telephone conversation regarding the staff assistant making several split
payments. In this message, she documented that shc asked him why he made three
charges against his purchase card totaling $6,000 when his limit was $2,500. She said
that his reply was that[PXC1told him to do it that way and that “this is how he does
it all the time.” The Chief Accountant restated that she told him that it was illegal to
fragment an order and that she asked him to contact the vendor and have the charges
credited back to his purchase card.

Purchasc card records reflected that in early 2004, after the above communication,
and the staff assistant together made four additional split payments to GW
totaling $7,256.34. The staff assistant made two $2,400.00 split payments, with one on
February 10 and the othcr on February 26. [FXC)  then madc two split payments,
with one for $2,400.00 on March 31 and the other on April 6 for $56.34. The staff
assistant said he made these payments even after the Chief Accountant told him that
makm them were improper; however, he said that he did so atPX™© direction.
acknowledged that it was his practice to make split payments. He sald that he
knew he had to keep each payment under $2,500, but he thought that it did not matter
how many payments he made to pay off the total amount owed, as long as he did not
exceed his monthly spending limit. [BX7X) — lalso said that he instructed the staff
assistant to make split payments, but he said that he did not realize he was directing him
to violate acquisition regulations.

However, records rcflected that was aware that the Chief Accountant
previously took issue with tbe staff assistant making split payments. The Director,

Financial User Support for DSO in Bedford, Massachusetts, who at the time was the
approving official for the staff assistant’s purchase card account, told us that he also
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received a copy of the Chief Accountant’s November 3, 2003, email message and that his
copy contained a note he inserted at the bottom documenting that a conference cali took
place regarding the split payment issue. The Director's note stated, “Resolved via
conference call this AM with [staff" assistant’s name}, [PX©_and [chief accountant’s
name)]. Bottom line all we need to have is the delinquent memo signed which was read.
11/2/03."

told us that he knew the staff assistant had a purchase card, but he said that he
did not know that the staff assistant used the card to pay for the former Analyst’'s GW
education, He also said that he was unaware that[P/¥¢)  Imade split transactions or
that he directed the staff assistant to do the same. He furthcr said that he was unaware
that expenditures to GW included late fees and interest penalties, a graduation fee, and
tuition for a course the former Analyst never completed. However, a Citibank Senior
Client Account Manager told us that [P lwas listed as the Approving Official for
the purchase cards issued to Mr. Pappas.

Unaccounted Purchase Card Refund and Erroneous Credit to VBA Account

In her November 3, 2003, email message, the Chief Accountant instructed the staff
assistant to obtain a refund to his purchase card from GW for the three $2,400 payments
totaling $7,200. Purchase card records reflected that GW refunded only $2,400 to the
staff assistant’s purchese card accoumt. However, we found no evidence that GW
refunded the other two $2,400 payments to the purchase card or that they credited them to
the former Analyst’'s GW account, A GW official told us that the $4,800 was instead
applied to a Veterans Benefits Administration account set up to pay for courses taken by
a veteran costing $4,525.04, leaving an unaccounted amount of $274.96.

Conclusion

We concluded thatviolated acquisition regulations on numerous occasions by
making split payments that circumvented contracting requirements applying to purchases

exceeding the micro-purchase threshold limit and that he inappropriately directed a
subordinate staff assistant to make improper split payments. Even more egregious is that
he continued to make and direct split payments after being told it was illegal With
respect to ["V'X9)  |we found that he failed to properly administer VA purchase card
policy when ,as a purchase card Approving Official, he failed to ensure that expenditures
made by [*X werc compliant with Federal law, regulations and VA policy. With
respect to the junior staff assistant, we found that he improperly made the split payments
using his purchase card, even after being informed that it was improper; however, we
recognize that he was a new em 10 ee with less than|P* of Federal scrvxce and on all
occasions, he was following [®X mstructmns bney -~ Jwere
employees of the DSO Chief Financial Officer, They should know, follow and prowdc
guidance on legal and policy requirements relating to financial matters.
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Recommendation 4. We recommend that the VHA CFO take appropriate administrative
action against [’"% " for misuse of a Government-issued purchase card and violating
and instructing a new employee at a lower grade to violate acquisition regulations.

Recommendation §, We recommend that the VHA CFO take appropriate administrative
action against for failing to properly administer VA purchase card policy.

Recommendation 6. We recommend that the VHA CFO confer with OGC to determine
whether a bill of collection for $43,488.53 can be issued to to recover the
funds he improperly expended to pay for the Analyst’s MBA degree, and ensure that a
bill of collection in that amount is issued to should it be determined that as
the Approving Official he was responsible for the improper expenditure.

Recommendation 7. We recommend that the VHA CFO confer with OGC to review the
matter of the two $2,400 payments erroneously credited to a VBA account and the
unaccounted $274.96 to determine the appropriate action to recoup any monies owed to
VHA and to properly account for the expenditures in the correct appropriation/budget
records.

lssue 3: Whether [P - | Destroyed Documents,
Misrepresented Facts, and Displayed a Lack of Candor

Federa! regulations require employees to furnish information and testify freely and
honestly in cases respecting employment and disciplinary matters. 38 CFR § 0.735-12.
VA policy states that intentional falsification, misstatement, or concealment of material
fact in connection with employment or any investigation, inquiry or proper proceeding;
refusal to cooperate in same; or willfully forgoing or falsifying official Government
records or documents warrants penalties from reprimand to removal. In addition, this
policy states that the penalty for destroying a public record is removal. VA Handbook
5021, Part I, Appendix A.

Improper Document Destruction

We asked thc VHA CFO for records pertaining to [PXX®) | purchase card
transactions with GW, and he said that he was not aware of any GW transactions.
[EXC "] explained to him that the former Analyst obtained her degree from GW at VA

expense. In a subsequent email message, the VHA CFO directed [PX7XC) ,
to provide the documents pertaining to transactions made to GW and other
vendors in regards to the former Analyst's educational expenses. The VHA CFO also
instructed them to produce monthly reconciliation documentation of the vendor invoices
with the monthly purchase card statements, and he said that if the documentation was not
available, to tell him whether it ever existed and its disposition.
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prowdcd receipts for only a few of the numerous GW transactmns In his

writlen response to the VHA CFO that accompanied these documents, | wrote
that the documentation existed at onc time; however, he shredded all credit card
documents prior to 2006. He said that after a training class on the transition from hard
copy statements to the new electronic systern all old paper records were shredded as per
guidance given in the class. In addition,[P7C Jtold the VHA CFO that there were a
few documents for GW that were kept in a different folder and that he obtained the
receipts for[~ |that were stored electrontcally on the-computer s stem However, we

his response to the VHA CFO and did not attempt to'obtam GW documentatlon from
either of the staff assistants, or at minimum, inform the VHA CFO or the OIG, of the role
the two junior staff assistants played and the possible existence of the documentation.

told us that during a previous purchase card training session, the Purchase
Card Program Coordinator said that purchase card reccipts and statements no longer

necded to be maintained and a day or two later, he shredded all of his purchase card
documentation. In[@zi_a:] written response to thc VHA CFO, he said that paper
copies of documentation prior {o the transition to elcctronic processing were destroyed at
the instruction of the purchase card trainer. [®¥7X€) - |told us that he attended the same

purchase card training as[PX%)___ ] that he [PX0)___ Jpersonally asked the Program

Coordinator whether they needed to maintain old paper copies; and she said no.

The former Program Coordinator, currently appointed to a different position within VA
Office of Finance, told us that VHA Office of Finance transitioned from using monthly
paper statements to using electronic statements on-line. She said that on November 30,
2005, she facilitated a traiging session for card holders and approving officials to leam
about the new on—hne procedures for reconciling their monthly statements, She said that
(e ‘lamong others, were in attendance. She said that durmg the
traming scssmn shc gave everyone a handout called “Purchase Card Highlights,”
that one of the talking points mecntioned that purchase card receipts and supportmg
documentation must be kept for 6 years and 3 months. She said that she clearly stated the
retention requirements, as an internal compliance review of the VHA Office of Finance's
Purchase Card Program, conducted earlier that year, found that supporting documentation
from purchase card transactions were not always retained as required.

Other employees who also attended the training session told us that they could not recall
the details of the session; however, they all told us that they knew they were required to
keep receipts and supporting documents from their purchase card transactions. One card
holder, a former secretary to the VHA CFO, told us that she remembered the former
Program Coordinator telling everyone to keep receipts, and she provided us with a copy
of the handout she received at the training. This handout was identical to the one the
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former Program Coordmator gave us. In discussing this contradictory information with
@mer |they both maintained that the former Program Coordinator

told them that they d1d not need to keep purchase card supporting documentation and that
they never received a copy of the handout,

Misrepresentation

In the summer of 2005, the former VHA CFO directed that an intemal compliance review
be done of VHA Office of Finance’s Purchase Card Program. A subsequent report, ¥HA
Office of Finance (17), Government Purchase Card Program Review, Final Report, dated
September 30, 2005, reflected that the review took place at VA Central Office (VACO)
from June 27 to July 1, 2005. The report identified several deficiencies and made
appropriate recommendations. One area of deficiency was the retention of receipts and
other supporting documentation for purchase card transactions. It stated: :

All cardholders were able to provide receipts for these purchases except the
cardholder in the DSQO/coreFLS Project Office {175). Prior to May 2005,
the cardholder shredded the receipts after reconciling the monthly
statement. The cardholder provided FAS with a copy of a new internal
policy for the DSO/coreFLS Project Office (175) dated May 1, 2005,
stating that starting immediately, the receipts will be retained for 1 year,
and then shredded. This new policy will not be in compliance with the VA
records retention requirements. (Italics and underline emphasis added by
01G.)

The VHA Financial Assistance Section (FAS) lead auditor, who conducted the review
and authored the resulting report, identified | as the only cardholder who did
not provide receipts and supporting documentation. She told us that as part of the review
process, she asked [PX7KC | in 2 July 11, 2005, email message to provide
documentation for several purchase card transactions on two purchases cards assigned to
him. She said that[PXX& " Jtelephoned her 2 days later to explain why he did not have
any receipts. She said that he then sent her, via facsimile, a copy of a new internal DSO
purchase card policy. The policy document was typewritten on plain white (non-
letterhead) paper, contained the title “Decision Support Office (175) Credit Card Policy,”

and was signed by[PX%S " |with a handwritten date of May 1, 2005.

The first paragraph of text described previous DSQ purchasc card procedures, stating that
until the new policy, the procedure followed by DSO in regard to credit card certification
was 10 shred receipts and keep no copies in the officc. Subsequent text stated that the
new procedures required that purchase card receipts be kept for 1 year. F"k‘fg |told
us that he authored, signed, and dated the policy memorandum. -

In & forensic examination of[ "= ____|VA-issued desktop computer hard drive and a

manual search of his VA-issued laplop computer; restored copies of his VA network
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share drive dating back to May 1, 2005, and his archived email messages, we were unable
to locate a copy of this policy memorandum on any VA systems assigned to him.
However, we found a copy of the policy memorandum within a restored copy of
mv/\ network share drive. The electronic document properties associated
with the file showed that the name of the document was ‘05 Credit Card Policy.doc and
that the author of the document was [PX7XC) | which is EEE’K? ‘ tVA user
name, Further, the file properties indicated that the document was created and last saved
by Jon June 22, 2005, which was over 50 days after the handwritten date at the
top of the printed copy that he provided the lead auditor on or about July 13.

In a July 11, 2005, email message, the lead auditor identified four purchase card
transactions for college coursestook at[_-]but [T | made assertions

to her that he did not have these purchase card records, However in 2003,[PX'X9

(BXTXHC)

previously provided receipts obtained from the internet to the Analyst in Bedford
when she paid for six of his courses.

initially told us that at the time the lead auditor made her request, copies of
these invoices were not available on the internet; however, after we reminded him that in
2003 he provided these same documents to the Analyst in Bedford, he said that at the
time the lead auditor asked him for invoices and receipts, he did not recall that they were
available on-line and did not think of calling] _Jto get them.

Lack of Candor

Purchase card records reflected that [P} | received two separate Government-
issued purchase cards with different account numbers and that he used one for office
supplies and the othcr to pay for training. [PX7©_ told us that it was only recently that
o - |possessed two separate purchasc cards. He said that when he
first took over as Actmg Associate CFO in [®XX€) | his predecessor told him of
only one purchase card, the supply card, being ass1gncd to B0 He said that
never told him he had a second purchase card and never provided him with
monthly statements for the second account. However, we obtained copies of monthly
statements for both accounts for the May 2005 billing cycle, and both contained
signature as the Approving Official. When shown the statements, he
acknowledged that he signed them, but he stated that he had no recollection of doing so.
He further said that he must not have realized that thc statcments were for two separate
accounts. [P7XC)
for his{— ]courses, he never questioned him why the charges did not appear on the
purchase card statements.

told us that both purchase cards were issued to him sometime in[___Jwhen
he was supervised by a now retired Associate CFO for DSO. He further said that
although he obtained the two purchase cards prior to[PXIC]__ " |becoming his supervisor,
was aware that he had both cards and that he routinely gave him the monthly
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statements for both accounts to review and approve. | predecessor told us
that she could not recall whether | had a purchase card while under her
supervision or what she may have told ©XKCYJregarding a purchase card being issued
to him. The former Associate CFO told us that he was unsure whcthcr was
issued a purchase card while under his supervision.

(bX7XC)

We found an electronic document on | VA network drive with the name
Coop 's-Weekly Activi Reort-F Y'02. This appeared to be a detailed chronological
journal prepared by of his daily work activities during the time when he was
under the prior supervisor, which was afier the former Associate CFO retired and before
e Jstarted working in DSO. A November 8, 2001, entry in the activity report
reflected that [*¥7XC)  1attended a 3-hour purchase card training class on that day so
that he could receive a purchase card. A Citibank Senior Client Account Manager told us
that the first purchase card issued 1o[®XD€) — Jaccount number ending in 7551, was
opened on March 29, 2002, and the second, account number ending in 1725, was opened
on July 3, 2002, and that was the Approving Official for both accounts.
Purchase card records further reflected that the first charge made with the card ending in
7551 was to Staples, an office supply company, posting to the account on
April 9, 2002, Records also showed that the initial charges made on the second card,
ending in 1725, posted on August 8, 2002, and that these charges were for college
courses taken by and the former Analyst.

Conclusion

We concluded that [P47X9) | failed to fully cooperate with VHA and
OIG officials in matters pertaining to theix cmployment ®IXCL - ifailed to provndc
invoices and receipts for six college courses, paid for by the Analyst in Bedford, in
response to OIG’s and the VHA CFQ’s furst request to produce purchase card documents.

as less than candid in statements he made in response to the VHA CFO’s
second directive to provide documentation when he claimed that only a few GW
documents existed, when he knew two subordinate staff assistants in his office had at one
time used their respective purchase cards to pay for some of the former Analyst’s
education expenses at GW. He also failed to include their documentation in his response
to the VHA CFO, or at minimum, inform the VHA CFO or the OIG, of the role the two
junior staff assistants played and the possible existence of the documentation.

was less than candid with &8 VHA Auditor and failed to fully cooperate during
an official review ordered by the former VHA CFO of the Office of Finance’s Purchase
Card Program. {®X7XC) " 119]d the auditor that receipts and supporting documentation
for his purchase card transactions did not exist when in fact he could obtain these receipts
through other means. In addition, he misrepresented to the VHA Auditor that it was DSO
policy to shred all receipts and supporting documentation and then provided her with a
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false document, a fabricated policy memorandum prepared almost 2 months after the date
on the memorandum, to support his claim.

Furthermore, falsely claimed that he authored the DSO Credit Card policy
memorandum, dated May 1, 2005, the evidence instead showed that [PX7XCY ]created

the document over 50 days after the date written on it and signed by [PUXS

Moreover, we noted that the policy memorandum was created just 5 days before the
VHA Office of Finance's Purchase Card Program Review took place. It is problematic
that [PX7IC1 " ]as the VHA Associate CFO for the Office of Finance Decision Support
Office would create policy contrary to Federal regulations and VA policy.

During the July 2005 VHA Purchase Card Program Review, laimcd that it
was DSO policy to shred receipts, but then also claimed to have shredded his documents
within “a day or two” after the purchase card training session. At the onset of our
investigation, when the VHA CFO ordered the production of purchase card records,
nenther%bm(c’ o |mentioned the DSO Credit Card Policy memorandum
to the VHA CFO or that it was DSO’s practice, as indicated in the policy memorandum,
to shred purchase card records. Instead, they misrepresented to the VHA CFO and to
OIG investigators that the documents were shredded because the Purchase Card Program
Coordinator told them that they no longer needed to keep it, which was contrary to what
she and others told us and contrary to her handout.

We found that | dxd not testify honestly or accurately when he said that he was

issued two i urchase cards prior to [BXXCT__Jbecoming his supervisor. We also found

that [PX™© 1did not testify honestly or accurately when he told us that he did not
know about the second purchase card. Citibank records showed that the two urchase

cards were issued to [BXNC) Iaﬂerlis YDC) | became his supervisor, |was

the approving ofﬁcxal for each purchasc card and the first charges made to each card

: became purchase card Approving Official.

Recommendation 8. We recommend that the VHA CFO take appropriate administrative

action against [PX0C " for his failure to testify freely and honestly and for

falsification, misstatements, and/or concealment of material facts in connection with his
employment.

Recommendation 9. We recommend that the VHA CFO take appropriate administrative
action againstPXXO ] for failing to comply with Federal regulations and VA policy
in maintaining proper purchase card documentation.

Recommendation 10. We recommend that the VHA CFO take appropriate
administrative action agmnst“for his failure to testify freely and honestly and
for falsification, mxsstatemcnts and/or concealment of material facts in connection with
his employment.

¢
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Recommendation 11. We rccommend that the VHA CFO take appropriate

administrative action against|{®X"(© |for failing to ensure the purchase cardholder
maintained applicable documentation.

Issue 4: Whether[‘f"f"? , jMisused Government Resources

The Standards of Ethical Conduct for Employees of the Executive Branch state that an
employee has a duty to protect and conserve Government property and shall not use such
property, or allow its use, for other than authorized purposes. 5 CFR § 2635.704 (a). VA
policy requires employees to canduct themselves professionally in the workplace and to
refrain from using Government office equipment for activities that are inappropriate; and
it expressly prohibits employees from using VA computer systems for creating,
downloading, viewing, storing, copying, or transmitting sexually explicit or sexuaily
oriented materials. VA Directive 6001, paragraph 2 (c)(5).

(BHTHC)

In a forensic analysis of the link files (user access files) on desktop hard
drive to identify references to the folder structure containing the sexually explicit files,
we identified links from his desktop hard drive to the VA network drive that contained
several of the sexually explicit essays. The most recent modification date associated with
these link files was January 17, 2007, which was after we began our investigation and
after our first interview of l‘”’fx‘:i "lon January 11.

These link files also referenced a folder structure on a removable device identified as F:,

and the references for this device showed additional folders and file names. These file

names, [CX7XCY ' e l
|OXXC) Tmatched the folder location and file names of the files located on [eX7xC) i

recovered network drive, and they each contained sexually explicit material., This
indicated that it was probable that used a removable device - possibly a USB

thumb drive — at some point to transfer files between the removable device, the desktop,

VA Office of inspector General 18



Administrative Investigation - Improper Funding of College Degrees,
Failure to Administer and Follow Policy, and Misuse of Government Resources, VHA Office of Finance

and the VA network drive. All identified references to the folder structure on the
removable device were dated in March 2007, which again was after the initiation of our

investigation and first interview of [®X©)

In addition to his assigned desktop, we found images of partially clad females and a nude
male onA-issued laptop computer. On the laptop, we also found hyper
text markup language files in the Temporary Internet Files folder of his user profile —

) |- identifying web pages of sexually explicit stories associated with [F¥7O) |

RS |which were last accessed between October 4
and November 23, 2006.
told us that he used VA computers to read and download sexually explicit

material. He said that he “looked up pornographic material” and that he removed
sexually explicit material from his network drive after the OIG began its investigation,
stating that he “probably” knew it was improper to have sexually explicit material on his
VA computer systems.

Conclusion

We found thatroutinely used VA-issued computer systems to view, copy,
transmit and store adult sexvally explicit material. A computer forensic analysis

determined that sexually explicit documents, images, and videos were stored on
[‘ffi(? | assigned VA network drive and linked to his VA-issued deskfop computer
hard drive. Forensic analysis also determined that VA-issued laptop
computer contained sexually explicit materials including evidence that [BXOC 1
accessed sexually explicit websites, Further, our analysis showed that he removed the
materials from his VA network drive shortly after our investigation began. Also of
concemn is that even after[PX© removed the inappropriate material from his VA
network drive, and knowing that he was still under investigation by the OIG, he
continued to go on-line using his VA-assigned computer to view sexually explicit
material on the Internet.

Recommendation 12, Wc_recommend that the VHA CFO take appropriate
administrative action against for the misusc of VA computers systems.

Recommendation 13, We recommend that the VHA CFO conduct a follow up analysis

of current VA-assigned computer systems to ensure that he no longer
accesses sexually explicit materials and that his VA-owned computer systems are set to
block access to all inappropriate intemnet content,
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Comments

The VHA CFO concurred with the recommendations, stating that he will take appropriate
administrative action against [®XXC) ‘ | after coordination with Office
of General Council (OGC) and Office of Human Resources Management (OHRM). The
VHA CFO’s response is in Appendix A. We will follow up to ensure the recommended
actions are taken, '

(B7HC)
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Appendix A
Chief Financial Officer Comments
Department of
Veterans Affairs Memorandum
Date:  April 9, 2009
From: Chief Financial Officer, Veterans Health Administration (17)
Subject: Administrative Investigation — Improper Funding of
College Degrees, Failure to Administer and Follow Policy,
and Misuse of Government Resources, VHA Office of
Finance, Washington, DC
To: VA Office of Inspector General
See comments
R o ——————
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VHA Chief Financial Officer’'s Comments
to Office of Inspector General's Report

The following VHA Chief Financial Officer’s comments are
submitted in response to the recommendation(s) in the Office
of Inspector General’s Report:

OIG Recommendation(s)

Recommendation 1. We recommend that the VHA CFO
take appropriate administrative action againstor
improperly authorizing the expenditure of $86,807.48 to pay
for academic degrees.

Concur Target Completion Date: June 30, 2009

Will take appropriate administrative action after cocrdination
with OGC and OHRM.

Recommendation 2. We recommend that the VHA CFO

take appropriate administrative action against[PXC)_|for
failing to properly administer VA training policy.

Concur Target Completion Date: June 30, 2009

Will take appropriate administrative action after coordination
with OGC and OHRM.

ensure that a bill of collection for $43,318.96 be issued to

Mm recover funds improperly expended to pay for
his undergraduate and graduate degrees.

Concur Target Completion Date: June 30, 2009

Will take appropriate administrative action after coordination
with OGC and OHRM.

Recommendation 3. We recommend that the VHA CFO

Nt T e
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Recommendation 4. We recommend that the VHA CFO

take appropriate administrative action againstfPX%© __ for

misuse of a Government-issued purchase card and violating
and directing a new employee at a lower grade to violate
acquisition regulations.

Concur Target Completion Date: June 30, 2009

Will take appropriate administrative action after coordination
with OGC and OHRM.

Recommendation 5. We recommend that the VHA CFO

take appropriate administrative action againstfor

failing to properly administer VA purchase card policy.
Concur Target Completion Date: June 30, 2009

Will take appropriate administrative action after coordination
with OGC and OHRM.

Recommendation 6. We recommend that the VHA CFO
confer with OGC to determine whether a bill of collection for
$43,488.53 can be issued to[P7% _Jto recover the funds
he improperly expended to pay for the Analyst’s MBA
degree, and ensure that a bill of collection in that amount is

issued to should it be determined that as the

Approving Official he was responsible for the improper

expenditure.
Concur Target Completion Date: June 30, 2009
Will take appropriate administrative action after coordination
with OGC and OHRM.
—s—
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Recommendation 7. We recommend that the VHA CFO
confer with OGC to review the matter of the two $2,400
payments erroneously credited to a VBA account and the
unaccounted $274.96 to determine the appropriate action to
recoup any monies owed to VHA, and to properly account for
the expenditurcs in the correct appropriation/budget records.

Concur Target Completion Date: June 30, 2009

We are seeking guidance of the OGC on how to go about
recouping funds paid to George Washington University and
erroneously credited by them to a VBA account.

Recommendation 8. We recommend that the VHA CFO
take appropriate administrative action againstf()r
his failure to testify freely and honestly and for falsification,
misstatements, and/or concealment of material facts in
connection with his employment.

Concur Target Completion Date: June 30, 2009

Will take appropriate administrative action after coordination
with OGC and OHRM, but we are also seeking guidance of
the OGC regarding the degree to which he may have lacked
candor in his testimony.

Recommendation 9. We recommend that the YHA CFO
take appropriate adminisirative action againstfor
failing to comply with Federal regulations and VA policy in
maintaining proper purchase card documentation.

Concur Target Completion Date: June 30, 2009

Will take appropriate administrative action after coordination
with OGC and OHRM.

S N
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Recommendation 10, We recommend that the VHA CFO
take appropriate administrative action against[PX)0 | for
his failure to testify freely and honestly and for falsification,
misstatements, and/or concealment of material facts in
connection with his employment.

Concur Target Completion Date: June 30, 2009

Will take appropriate administrative action after coordination i
with OGC and OHRM, but we are also seeking guidance of
the OGC regarding the degree to which he may have lacked
candor (n his testimony.

Recommendation 11. We recommend that the VHA H
CFO _take appropriate administrative action against
for failing to ensurc the purchase cardholder
maintained applicable documentation.

Concur | Target Completion Date: June 30, 2009

Will take appropriate administrative action after coordination
with OGC and OHRM.

Recommendation 12, We recommend that the VHA CFO i
take appropriate administrative action against for
the misuse of VA computers systems.

Concur Target Completion Date: June 30, 2009

Will take appropriate administrative action after coordination
with OGC and OHRM.
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Recommendation 13. We recommend that the VHA CFO
conduct a follow up analysis of current VA-
assigned computer systems to ensure that he no longer
accesses sexually explicit materials and that his VA-owned
computer systems are set to block access to all inappropniate
internet content.

Concur Target Completion Date; March 31, 2009

The follow-up analysis of the VA-owned desktop and laptop
computers have becn completed by the Department of
Veterans Affairs Enterprise Security Management Field
Operations Network apnd Security Operations Center VA-
NSOC Forensic Analysis Reports VA 22527, February 17,
2009 (desktop computer) and VA 22783, February 20, 2009
(laptop computer) did not show any additional misuse of
these computers.

i, I . P ———
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DEPARTMENT OF VETERANS AFFAIRS

Office of inspector General
Washington DC 20420

July 10, 2008

“RESTRICTED REPORT"

The Office of Inspector General issued the enclosed report — Administrative
Investigation - Failure to Satisfy Financial Obligations Battle Creek VA
Medical Center (Report No. 07-02623-164) on July 10, 2008,

This unredacted report is being distributed to you for your information only. The
information contained in the report is subject to the provisions of the Privacy Act
of 1974 (5 U.S.C.§552a). Such information may be disclosed only as authorized
by this statute. Questions conceming the release of this report should be
coordinated with the Department of Veterans Affairs, Office of Inspector General.
The contents of this report must be safeguarded from unauthorized disclosure
and may be shared within the Department of Veterans Affairs on a need-to-know
basis only.

We are providing an unredacted copy for your information only.

Enclosure



DEPARTMENT OF VETERANS AFFAIRS
Office of inspector General
Washington, DC 20420

TO: Deputy Under Secretary for Health for Operations and Management
(1ON)

SUBJECT: Administrative Investigation — Failure to Satisfy Financial Obligations,
VA Medical Center, Battle Creek, Michigan (2007-02623-1Q-0159)

Summary

We substantiated that the [®7X%)

failed to satisfy, in good faith, his just financial obligations, to include charges on his
Government contractor-issued trave] charge card, an automobile loan, real estate property
taxes, and Federal and State income taxes. As a result of failing to pay his
travel card, the contractor revoked it, and his failure to pay his other debts resulted in the
repossession of his automobile, the sale of his house at a delinquent tax auction, the
referral of delinquent State income taxes to a collections agency, and aggressive bill
collectors calling his VA office, creating a stressful work environment for his staff.

Introduction

The VA Office of Inspector General, Administrative lnvestlgatnons Division, received

allegations that [PX©

Fgmg | failed to satisfy his financial obligations. To assess these allegations, we
interviewed [®X7X©) I
the VISN Chief Financial Officer (CFO); the Medical Center CFO; other VA Medical
Center staff;, and the Boone County, Missouri, Deputy Tax Collector. We reviewed
travel charge card account, [0 real estate tax records, an
Affidavit from the Custodian of Records for the Missouri Department of Revenue, other
relevant documents, and applicable laws, regulations, and VA policies. We addressed
other allegations in separate memorandums and they will not be discussed further in this
report.
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Results
Issue 1: WhetherPX™ " failed to satisfy his financial obligations

The Standards of Ethical Conduct for Employees of the Executive Branch requirc
employees to satisfy in good faith their obligations as citizens, including all just financial
obligations, especially those — such as Federal, State, or local taxes — that are imposed by
law. 5 CFR § 2635.809. VA policy requires an employee to provide the contractor
issuing the travel charge card (Citibank) with any change of address information within
30 days of the change, to pay their travel card bills in full by the statement due date, and
that account delinquency is considered misconduct and subjects the cardholder to
disciplinary actions ranging from reprimand to removal. VA Handbook 0631.1,
Paragraphs 3(h), 18, and 19.

m that he became the[®7*) ~ Jin
BATXC) Records showed that, at that time, he was promoted into the Senior

Executive Service, and that for years 2006 and 2007, he received monetary awards in the

amounts of $9,125 and $3,134, respectively. [P

[ExTRC | The Medical Center CFO
told us that [ |had oversight of all operations,
including the achievement of targeted budget levels, and a summary of thc Medical
Center’s fund sources dated September 11, 2007, as provided by the CFO, showed a
budget of more than $147 million.

Delinguent Government Contractor-issued Travel Charge Card

Citibank records showed that they closedtravel charge card account for
non-payment of charges totaling $3203.39. The Medical Center CFO, who was also the
travel card coordinator, told us that name first appeared on Citibank’s
delinquency report in December 2006 and again on subsequent monthly reports for
January and February 2007. He told us that he first notiﬁedof the delinquent
account after receiving the December 2006 report, and during that conversation, the CFO
discovered that[P™© " Inever gave Citibank his change of address after moving from
[BXTXC) | The CFO said that he then contacted Citibank,

updated[EXNC) [address, and provided[®™©) the most current statement for the
account. The CFO also said that each time name appeared on subsequent

monthly delinquency reports, he reminded that he must pay his bill in full and
that each time gave assurances that he would take care of the matter.

The Medical Center CFO said that whenname again appeared on a March

2007 Citibank delinquency report, he told [ that as the CFO he would initiate a
salary offset action against [PXC) | pay. He said that not long after that
conversation, [FX© | told him that he paid the outstanding balance; however, the
CFO said that a short time later, a Citibank employee told him that personal
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check was not honored due to insufficient funds. The Medical Center CFO said that

[BXC " subsequently told him that a relative paid the outstanding balance, and
Citibank records reflected that the debt was paid on April 2, 2007.

@:} told us that all the charges to his travel card were valid and that he was indeed
negligent regarding his travel charge card account. He said that he suffered a serious
medical condition shortly after arriving at the Battle Creek VA Medical Center, and as a
result of his medical condition, he forgot about this debt. He further said that it was no
excuse for his failure to pay his travel card balance by the due date but that his failure to
pay the account in a timely manner was an isolated occurrence. However, Citibank
records showed thatf®*"® lgag habitually delinquent in paying his travel card bill,
and due to his poor payment history, Citibank denied his subsequent request for another
travel card. Records showed that therc were 35 times when[®7™© __|paid his bill late,
Of those 35 times, he was 1 to 30 days past due on 22 occasions; 31 to 60 days past due
on 8 occasions; and 61 to 90 days past due 4 times. When his account reached 150 days
past due, Citibank closed it. initial]y told us that he did not realize he was late
paying this bill on so many occasions, but he later said that he recalled receiving monthly
statements from Citibank that included “past due” notices.

The Network Director told us that she was not aware of l“’mﬁ; " ]having financial
issues before he became the [2X7¥) | She said that
after his appointment, she learned that he had some difficulties financially, due to his
moving expenses, but she did not recognize it as something needing her personal
attention. She said that she thought the medical center finance office was handling the
issue and that she was not aware that failed to pay his travel card bill or that
the VISN CFO instructed the Medical Center CFO to speak to|® about the
delinquency. The VISN CFO told us that after he instructed the Medical Center CFO to
speak to|[®7X%) about the delinquencies, he told the Network Director that there was
an “issue” with{®X" X |travel card, that he and the Medical Center CFO were “on
top of it” and that they “didn’t need her to do anything at that point.” However, he said
that he told her that if the matter was not resolved, he may ask her to speak to
The VISN CFO told us that after[P0© | name appeared a third time, he thought the
Network Director spoke to[®X”) Ireceiving assurances that the debt would be paid.
He said that he later learned that X |had a check returned for insufficient funds
while trying to pay his bill and that he told the Network Director about the returned
check. However, the Network Director told us that she thought [PXC " paid his bill

and was unaware that [® check was returned for insufficient funds.

Other Financial Delinquencies

[BTXCT"Jtold us that his private automobile was recently repossessed, due to non
paymcnt on a $2,000 outstandmg loan balance, and he also said that his real estate taxes
were delinquent on his property in WHC said that he addressed that delinquency

by making small payments on the outstanding balance. However, [®X7X<)
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l‘bmc) Wtold us that monthly or partial payments were not accepted for

delinquent real estate taxes; that[®™)  ]owed back real property taxes for tax years
2005 and 2006 totaling $4,882.42; and because I‘b)"xc) " failed to pay the taxes he
owed, his house was sold at a tax auction on[PX*©) V - ~ |later told us
that he thought his wife made small payments on his property taxes and that he was
unaware that his house was sold at a delinquent property tax auction,

(BkeX said that his 2006 Federal income taxes were delinquent and that his wife was
attempting to set up a payment plan with the Internal Revenue Service. Other than the

aforementioned debts, %\ said that he had no other delinquent financial
obligations. However, the [PX€) - —

told us, in an Affidavit, that [P0© |had a past due delinquency for tax period 2005,

which they referred to a collection agency, and that the [PXX©)

issucd a Notice of Delinquency for tax year 2006.

Medical center staff told us that[®© " financial difficulties adversely affected his
administrative staff, resulting in a strained working environment within his immediate
office. The Associate Director and Human Resources Service Chief said that the
administrative staff told them that bill collectors called[P™*® __office attempting to
speak with him and that the staff were upset having to handle these types of telephone
calls. The Associate Director told us that when he spoke to about his
creditors calling the office,[®©) lonly response was that his transfer to the
medical center created a financial hardship. The Network Director told us that she was

not aware of] “’)‘f)‘c) ]other tinancial delinquencies or thatstaff received
collectors.

calls from bil

Conclusion

We concluded thatfailed to satisfy in good faith his just financial obligations,
including his Government contractor-issued travel charge card, an automobile loan, real
estate property taxes, and Federal and State income taxes. Although®© " ltravel
charge card debt was paid in full, he was more than 5 months’ delinquent. It was not
until he learned that the finance office would generate a salary offset action that he wrote
a check to Citibank; however, in doing so, his bank returned the check for insufficient
funds. [P0 ] then turned to a family member to pay the debt for him.

told us that his wife managed their finances; however, he was aware that
Citibank sent him overdue notices. Moreover, creditors called his office often enough
that it adversely affected his staff. Due to[®7) ] failing to satisfy his financial
obligations, Citibank closed his Government-issued travel charge card account; his
automobile was repossessed; his house was sold at a delinquent property tax auction; and
he is delinquent in paying State and Federal taxes.
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Although there was no evidence to suggest that'fbff)‘? lpcrsonal finances surfaced
during the selection process for his current posilion, he nonetheless knew, or should have
known, that his failure to satisfy his financial obligations violated ethics regulations and
could possibly affect any future suitability determination. e | responsibilities
as[POXS ~linclude the oversight of a budget of more than $147 million,
and his position is one of significant public trust and affords him access and wide
discretion in the expenditure of public funds and involves significant risk of causing
damage or realizing personal gain.

Recommendation. We recommend the Deputy Under Secretary for Health for
Operations and Management take appropriatc administrative action, in accordance with
VA policy, againstfor his failure to salisfy in good faith his financial

obligations,

Comments

The Deputy Under Secretary for [{ealth for Operations and Management concurred with
the above recommendation, His response is in Appendix A. In his response, he said that
the appropriate administrative action will be issued after concurrence by the Office of the
General Counsel (OGC) and the Office of Human Resources Management (OHRM). We
will follow up to ensure completion of the action.

JAMES J. O°’NEILL

~ Assistance Inspector General for
Investigations
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Appendix A
Deputy Under Secretary’s Comments

Department of
Veterans Affairs Memorandum
Date:  July 3, 2008

From: Deputy Under Secrctary for Health for Operations and
Management (10N)

Subject: Administrative Investigation, Failure to Satisfy Financial
Obligations, VAMC, Battle Creek, Michigan

To: Assistant Inspector General for Investigations
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Deputy Under Secretary’s Comments
to Office of Inspector General’s Report

The following Deputy Under Secretary’s comments are
submitted in response to the recommendation in the Office of
Inspector General’s Report:

001G Recommendation

Recommendation, We recommend the Deputy Under
Secretary for Health for Operations and Management take
appropriate administrative action, in accordance with VA
policy, againstfor his failure to satisfy in good
faith his financial obligations.

Concur Target Completion Date: 8-31-2008

We are preparing an appropriate administrative action, which
will be issued after receipt of concurrence by OGC and
OHRM. i
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OIG Contact and Staff Acknowledgments

Appendix B

O1G Contact

Linda Fournier,

(bX7XC)

Acknowlcdgments

Charles Millard
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Appendix C

Report Distribution
VA Distribution

Deputy Sccretary (001)

Chief of Staff (J0A)

Executive Secretariat (001B)

Under Secretary for Health (10)

Principle Deputy Under Secretary for Health (10A)

Deputy Under Secretary for Health for Operations and Management (10N)
Management Review Service (108B5)

To Report Suspecied Wrongdoing In VA Programs and Operations
Call the OIG Hotline — (800) 488-8244
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Washington DC 20420

June 19, 2008
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The Oftice of Inspector General issued the enclosed report ~ Administrative
Investigation — Alleged Contlict of Interest Veterans Benetits
Administration VA Central Office, Washington, DC (Report No. 07-00649-
150} on June 18, 2008.

This unredacted report is being distributed to you for your information only. The
information contained in the report is subject 1o the provisions of the Privacy Act
of 1974 (5 U.S5.C.§552a). Such information may be disclosed only as authorized
by this statute. Questions concerning the release of this report should be
coordinated with the Department of Veterans Affairs, Office of Inspector General.
The contents of this report must be safeguarded from unauthorized disclosure
and may be shared within the Department of Veterans Aftairs on a need-to-know
basis only.

We are providing an unredacted copy for your information only.
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DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector General
Washington, DC 20420

T0: Associate Deputy Under Secretary for Policy & Program Management,
Veterans Benelits Administration (20P)
Assistant General Counsel/Designated Agency Ethics Official (023)

SUBJECT:  Administrative Investigation -- Alleged Conflict of Interest
Veterans Benefits Administration, VA Central Office
Washington, DC (Report: 2007-00649-1Q-0074)

Summary

We substantiated that thc duties and responsibilities of the [

l

{ . pyTIC) _” |
at times, place him in conflicting rolcs with his position as the[®"*® |

[EITIC) | We determined that serving in both
positions did not 1n itself constitute a conflict of intercst; however, we agree with the
Office of General Counsel (OGC) that the situation was “fraught with possibilities for
running afoul of the Standards of Conduct.,” We rccommend the employee’s activities be
clesely monitored and that he be instructed on what matters may require his recusal.

Introduction

The VA Office of Inspector General, Administrative Investigations Division, investigated
an allegation that there is a conflict of interest between {°X7X) | position as

a Department of Veterans Affairs employee and his position as a DAV Officer.
BRTIC) | is the [PX7O |
BHTIC)

| and has responsibility

for oversight of program direction of the VBA business lines, to include Compensation
and Pension, Education, Loan Guaranty, Vocational Rchabilitation, Employment, and
Insurance. To assess this allegation, we interviewcd [P0 |the VBA Associate
Deputy Under Secretary for Policy and Program Management (ADUS), and an OGC
Staff Attomey. We also consulted the VA Designated Agency Ethics Ofticial (DAEO),
who is the Assistant General Counsel (023). We reviewed [P7¥9 posttion
description, performance plan, DAV Bylaws and Constitution, DAV strategic plan,
Federal regulations, VA policies, and other relevant documents.
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Resuits

Issue: Whether[V"" | position as a high level DAV official

[P conflicted with his position as a VA employee

The General Provisions of the Standards of Fthical Conduct for Employees of the
Executive Branch state that employees shall not allow the improper use of nonpublic
Gavernment information to further any private interest, shall not use public office for
private gain, shall act impartially and not give preferential treatment to any private
organizafion or individual, shall not engage in outside activities that conflict with official
Government duties and responsibilities, and shall endeavor to avoid any actions creating
the appearance that they are violating the law or ethical standards. 5 CFR § 2635.101(b).

The specific regulation which states that an employee shall not engage in any outside
activity that conflicts with their official duties goes on to caution employees that even
though an outside activity may not bhe prohibited, it may violate other principles or
standards or require employces to disqualify themselves from participation in certain
matters. Additionally, specific regulations provide that an employee shall not use public
office for private gain or for the private interest of another, and an employee shall not usc
Government property for other than authorized purposes. 5 CFR § 2635.502(a), 702,
and 704.

told us that hc became a DAV member in [P |holding numerous Chapter
and National positions. In [PX7©) |he was elected [P0 |and
BITNG) | and in that position, he represented the
(BI7XC) | when he was not available to serve as the [P |
BITIC) | and was responsible for voling on DAV organizational issues or
amendments at the national level. [PN/XC) | said that he planned to run for the
position of [PX7¥C) |and we later found that {**7* |was elected to

that position in[®"© l

R |said that he was actively involved in DAV prior to being employed by VA
and that in [P he became the[?7C) g___u_lg__lzy___._]

[Pr7e | He told us that in that position, he was responsible for oversight
of the five VBA business lines and coordinated and facilitated the information technology
reorganization, He told us that he occasionally reviewed policy and that palicy written
for his officc’s programs came through his office as a repository. However, the ADUS
told us that[ |scrved as the [P |and he was responsible for
the policies in the five VBA business lines: compensation and pension, cducation, lean
guaranty, insurance, and vocational rehabilitation. His specific responsibilities rejated to
VBA palicy are contained in his position description.

VA Qffica of inspector General 2
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The position description and performance plan forreﬂected that he acted as
an advisor and consultant to the ADUS on policy matters related to veterans® benefits

programs, directed the development of VBA Strategic Management Plan; assisted in the
development of policy, proposed legislation and specific changes to current laws; made
recommendations on the impact of new laws, legislation, program initiatives, and policies
to be implemented; and represented the ADUS on the interpretation of regulations,
procedures, and standards,

DAV’s National Constitution Bylaws and Regulations vested the exccutive power of
DAV in the[P¥C) | 1t stated that the[®7 | was “hereby
placed under a continuing mandate by these Bylaws to resist and oppose any changes in
taws or regulations that would repeal or deprive disabled veterans or their dependents of
benefits already provided by such Jaws or regulations.” In a message posted on the DAV
internet website, [P |stated that “it is absolutely crucial that veterans and their
needs are not ignored as their government scts national policies and funding priorities. ..
Our government must make veterans a national priority and make the necessary
investment in programs to ensure that our nation’s disabled veterans and their families
receive the earncd benefits and services (hat were promised them.”

told us that having knowledge of VA policies did not affect or compromise

his DAYV duties and that he never recused himself from any DAV activity because of his
VA position. He said that he stood for both VA and DAV. He told us that he believed
the VA and DAV missions were one and the same, both serving the Nation's vcterans.

However, [D(7%C) | admitted that he never spoke to anyone from the Office of
General Counsel or the Ethics Office regarding his DAV posts for a legal opinion as to
whether any particular matter was a conflict of interest, {P*7¢) |told us that, after

we interviewed him, he met with a General Counscl Staff Attorney, along with the
ADUS, to determine if there was a possible conflict between his two positions. He said
the Staff Attorney discussed with him the ethics issues, determined there was not a

conflict, but advised him that he could not use his position as[®%/1<

against the VA,
Prior 1o his speaking to [©7)© the General Counsel Staff Attorney, in an
electronic mail message, told us that [PX7XC) |position with DAV, in and of itself,

did not constitute a conflict of interest; however given the level of interaction between
VBA and DAV, there existed a significant potential for[**"¢’ to “run afoul of the
criminal conflict of interest laws and/or standards of conducl.” He said that as a DAV
officer, DAV’s financial interests were [P)7XC) | financial interests, so he may not
participate as a VA employee in official particular matters that would directly and
predictably affect DAV’s interests. He also said that should this prohibition require [P |
[BXET_ Jto recuse himself from matters so central or critical to the performance of his
official duties that his ability to perform his position would be materially impaired, then
he would have to decide between his VA and DAV positions. He also said that law
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prohibits[‘w}{c) | from representing DAV before any Federal agency or court, and

when representing DAV before Congress, he must not use his official title or authority

and he must be clear that any views he presents to Congress are on behalf of DAV and
not VA.

The Staff Attorney later told us that when he spoke 1o[®7C |and the ADUS, he
explained to them the criminal conflict of interest law and told them that there was no
“per se conflict of interest™ and that, should a situation arise where[®*/%) |had to
recuse himself and there was no one to perform his duties, it was a management decision
as to what they should do. The Staff Attorney said he could not recall if he went into
detail with[®7€) |conceming his VA responsibilities should DAYV file litigation
against VA. He said that as long as[®7'© [name did not appear on the legal
pleading, his position as the[®7© | did not conflict with his position
at VA in the case of litigation. However, he said that [®7¥C) | must clearly
“disassociate the two positions” and that when working for VA, his loyalty was to VA,

In our opinion, as the [ | was the face of that
organization and [P*7%¢) | outside activities with DAV could take precedence over
his VA duties and his loyalty to VA, and at a minimum, crealed the appearance of a
conflict of interest. [PX7€) | VA position provided him with nonpublic information

that could be inappropriately provided to DAV for the political benefit of DAV.
Furthermore, DAV is a veterans service organization whose primary purpose is to build
better lives for America’s disabled veterans and their families; however, VA is an agency
that must use s limited resources for a much broader range of beneficiaries than just
disabled vcterans. DAV'’s mission does not appear to include the needs of non-disabled
veterans and thercfore, there could be a conflict between the missions of VA and DAYV,

In addition, we believe that VA’s broader mission may at times require that it prioritize
resources and fund programs for non-disabled veterans at the expense of providing
resources and funding for disabled veterans, While VA may initiate programs or policies
that it believes benefit veterans, Veteran Scrvice Organizations (VSO) often disagree
with the specific initiatives. Certain VA imtiatives and proposals result in efforts by
DAV to lobby Congress in opposition to the VA proposal, and the issue is not whether
VA or DAYV are right about 2 specific issue, the issue is that DAV and VA are opposed
on many issues. Furthermore, a VA emiployee in a senior policy and advisory role who is
the [BI7(®) | cannot serve “two masters who have conflicting
positions.” As an example, DAV sued VA over a regulation proposcd by VA, The case
was litigated in both the United States Courl of Appeals for the Federal Circuit and, after
it received an unfavorable decision, DAV appealed the ruling to thc United States
Supreme Court. One individua) cannot reasonably be expected (o provide sentor level
services to two advcrsarial entities engaged in litigation in the Federal court system.
DAYV has filed suit against VA on many occasions.
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We [ound the following as examples of DAV litigation against VA:

o DAV v R James Nicholson, Secretary of Veterans Affairs, 547 U.S. 1162 (2000)

o DAV, et al_v. Secretary of Veterans Affairs, 2005 U.S. App. Lexis 24132 (Fed.
Cir. 2005)

o DAV et al, v. Secretary of Veteraus Affairs, 327 F.3d 1339 (Fed. Cir. 2003)

o DAVv, Principi, Secretary of Veterans Affuirs, 10 Fed. Appx. 847 (Fed. Cir. 200])

o DAV yv. U.S Department of Veterans Affairs, 962 F.2d 3 (27 Cir. 1992)

o DAV v. Gober, Secretary of Veterans Affairs, 2001 U.S. App. Lexis 1314 (Fed.
Cir. 2001)

We consulted the VA Designated Agency Ethics Official (DAEQ) to determine whether
there was a conflict between [PX7C) | position in DAV and the duties and
responsibilitics of his VA position. The DAEQ agreed that our identified concerns were
significant and stated that the situation was “fraught with possibilities of running afoul of

the Standards of Conduct.” The DAEOQ recommended making [PX7%C) |supervisor
aware of the issues and identify matters from which [2X7XC) jneeds to recuse
himself.

With respect to the apparent conflict with DAV’s bylaws, the DAEQ advised that,
notwithstanding DAV’s by-laws, [®7YC) | conduct as a VA employee was
governed by the ethical principles, Standards of Conduct, and criminal conflict of interest
laws, which supersede any obligations that an outside organization might impose upon
him. Thercfore, his first loyalty must be to the VA, even if there is a conflict with DAV’s
bylaws.

The DAEO agreed that[(7%) Jparticipation in ccrtain matters would result in at
least the appcarance of a conflict of intcrest and cited the following Standard of Conduct:

{a) Consideration of appearances by the employee. Where an employee knows
that a particular matter involving specific parties is likely to have a direct and
predictable effect on the financial interest of a member of his household, or knows
that a person with whom he has a covered relationship is or represents a party to
such matter, and where the employce determines that the circumstances would
causc a reasonable person with knowledge of the relevant facts to question his
impartiality in thc matter, the employee should not participate in the matier unless
he has informed the agency designee of the appearance problem and teceived
authorization from the agency designee in accordance with paragraph (d) of this
section. S CFR § 2635.502(a).
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The DAEO noted that the prohibition was on participation in particular matters and not
general policy issues. Hence, in order to avoid the appearance of a conflict of interest, if
not an actual one, [P |should recuse himself from particular VA matters, where

DAYV was, or represented, a party, e.g. legislation on which DAV is providing comments.
The DAEQ also stated that [P\ | must also recuse himself from particular
matters that would directly and predictably affect the financial intcrests of DAV.
Assuming there was an appearance issue, the DATQ noted that the Standard only
required the employee to refrain from participation unless he has informed the agency
designee of the issue and received authorization under 5 CFR 2635.502(d).

The DAEO agreed that [P | may not use nonpublic information in performing
his duties as [PX71C) [pecause it would be a violation of 5 USC 2635.70S.
In responsc to our concerns that given his senior level position involving policy issues,
[PX7NC) | has knowledge of nonpublic information about VA issues, positions, and
initiatives and has the opportunity, or temptation, to use the nonpublic information to
benefit DAYV or to give them advance notice of what is forthcoming from VA, the DAEO
stated that if the access to nonpublic information raises an appearance question, the
matter should be evaluated as provided in 5 USC 2635.502(d).

Improper Use of VA Electronic Mail Address and Phone Numbers

We found that when [P17%C) |was the [2¥7C) |he listed his VA
electronic mail address (@vba.va.gov), which clearly identified him as a VA employee,
and VA office telephone numbers on the 2006/2007 DAV National Officers roster as a
means to contact him. The DAEO stated that [PX7X¢) |should not use his VA
telephone number and electronic mail address as a point of contact as this could lead to
confusion as to in what capacity he was communicating — as a VA or DAV official.
Standards of Ethical Conduct for Employees of the Executive Branch state that an
employee shall use official time to perform official duties and must protect and conserve
Government property and not use such property for other than authorized purposes.
Additionally, an employee shall not use or permit the use of his Government position or
any authority associated with his public office in a manner that could reasonably be
construed to imply that his agency or the Government sanctions or endorses his personal
activitics or those of another. 5 CFR § 2635.702 (b}, 704 (a), 705,

Conclusion

We concluded that[®7% |dual roles as a VA employee and as a high level DAV
official were problematic. Because of the interactions between VA and DAV, there
existed a significant potential for [PX7C) to “run afoul of the criminal conflict of
interest laws and/or standards of conduct.” [®X" | VA position could provide
him with nonpublic information that could be inappropriately provided to DAV for the
political benefit of DAV, Although we found no circumstance or particular matter that
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creatcd a conflict of interest or the appearance thereof, [P/ |said that he stood
for both VA and DAYV and that the missions were one and the same. He clearly could not
distinguish between these two distinct organizations which, al times, have adversarial or

opposing viewpoints. While the DAEO stated that[®X© | first Yoyalty must be to
VA, not DAV, [P did not recognize that he must make VA his first priority.
T

was actively involved in DAV matters for over two decades, much Jonger
than his employment with VA. He said his VA responsibilities did not affect or
compromise his DAV duties and he never recused himself from any DAV matters due to
his VA position, However, prior 1o our investigation, he never sought VA legal and/or
ethics guidance as to whether his responsibilities at DAV created a conflict or the
appearance of a conflict of inferest with his VA official duties, nor did he seck guidance
on whether he should recuse himself from particular VA matters or seek authorization
from appropriate VA officials.

In additton, we found that improperly listed his official VA electronic mail

address and telephonc numbers on 2 DAV National Ofticers roster as a means to contact
him. We found no instance of using VA-owned equipment to conduct non-
VA business; however, it would seem that with this information listcd on the DAV roster,
he could be contacted conceming DAV matters during his VA workday. In addition, his
official VA electronic mail address associated his public office in a manner that could
imply that the VA endorsed his personal activities with the DAV.

Recommendation 1. We rccotnmend the VBA Associate Deputy Under Sccretary for
Policy and Program Management closely monitor [®*7%©) Jactivities and set clear
and precise boundaries to ensure [ rccuse himself from particular VA
matters where DAV is or represents a party and from particular matters that would
directly and predictably affect the financial interests of DAV.

Recommendation 2. We recommend the VBA Associate Deputy Under Secretary for
Policy and Program Management instruct [®X7X) |to remove his official VA
electronic mail address and telephone numbers from all DAYV rosters and to refrain from
using thern as a means of contact for DAV activities.

Recommendation 3. We recommend the VBA Associate Deputy Under Secretary for
Policy and Program Management counsel [ '~ on the official usc of
Government resources and official use of time while performing VA duties.

Recommendation 4. We recommend the Office of General Counsel instruct
M on the differing missions of VA and DAV and what activities pose a
possible conflict or the appearance of a conflict of interest in his dual roles at VA and
DAV and provide in-depth advice on what particular matters may requite his recusal.
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Comments

We found that [P+"%%) |duties and responsibilities, at times, placed him in

conflicting roles with his pasition as the [PX7XC)

[P Jand we recommended that his activities be closely monitored and that he be
instructed on what matters may require his recusal. The Associate Deputy Under
Secretary for Policy and DProgram Management and the Assistant General
Counsel/Designated Agency Ethics Official both concurred with our recommendations.
The Associate Deputy Under Secretary told us that he discussed these matters with
R | The Assistant General Counsel told us that although a staff attomey
previously provided informal advice to[®XX) |on the potential conflicts in his
serving as the [®¥7KC) he agreed that further counseling was needed.

(b)(7HC)
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Appendix A

VBA Associate Deputy Under Secretary Comments

Department of
Veterans Affairs Memorandum

- Date:  May 29, 2008

From: VBA Associate Deputy Under Secretary for Policy &
Program Management (20P)

Subject: Administrative Investigation - Alleged Conflict of Interest,
YBA, VA Central Office, Washington, DC

To: Director, Administrative [nvestigations Division (51Q)

As Associate Deputy Under Secretary for Policy and Program
and Management, 1 concur with the 3 recommendations in
subject report that fall under the purview of my position
(recommendations 1, 2, and 3). I have had a discussion with
[BH7XC) |and consider the aclions necessary to carryout
these recommendations to have been completed. Please let
me know if any further actions on my part are necessary.

000 g SN

VA Office of inspactor General 9



Administrative Investigation, Alleged Confiict of Interest, VBA, VA Central Office, Washington, DC

YBA Associate Deputy Under Secretary's Comments
to Office of Inspector General's Report

The following comments are submitted in response to the
recommendation(s) in the Officc of Inspector General's
Report:

OIG Recommendation(s)

Recommendation I, We recommend the VBA Associate
Deputy Under Secretary for Policy and Prograra Management
closely monitor [PX75C) | activities and set clear and h

precise boundaries to ensure [®H© | recuse himself
from particular VA matters where DAV is or represents a
party and from particular matters that would directly and
predictably affect the financial interests of DAV.

Concur Target Completion Date: Completed

Recommendation 2. We recommend the VBA Associate
Deputy Under Secretary for Policy and Program Management
instruct [PA7)C) | to remove his official VA clectronic
mail address and telephone numbers from all DAV rosters
and to refrain from using them as a mcans for contact for
DAYV activities. '

Concur Target Completion Date: Completed

Recommendation 3. We recommend the VBA Associate

Deputy Under Secretary for Policy and Program Management
counse| [®7KO) on the official us¢ of Government
resources and official use of time while performing VA
duties.
Concur Target Completion Date: Completed
SO R .
VA Office of Inspectar General ‘ 10
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Assistant General Counsel Comments

Appendix B

Date:

From:

Subject:

To:

Department of
Veterans Affairs Memorandum

June 10, 2008

Assistant General Counsel/Designated Agency Ethics Official
(023)

Administrative Investigation - Alleged Conflict of Interest,
VBA, VA Central Office, Washington, DC

Inspector General (50)

l. You have submitted for our comment a drafl report on an
alleged conflict of interest arising from the fact that Robert
Reynolds, the VBA Execcutive Management Officer for
Policy and Program Management, also services at the

HRH7NC)

BITHC) | one of my staff attomeys whom

you interviewed in connection with this report, previously
provided informal advice to [?17¥C) | on the potential

conflicts in his servicing as the ["¥7©

We concur in the report’s conclusions and recommendations.

2. As to Recommended Action 4, while our office did
previously advise [PI0<) {on the potential conflicts in
his serving as [P given his
staternents to your office that he stood for botk VA and DAY
and that distinguish between these two distinct organizations,
we agree that further counseling is necded. We will endeavor
to provide this counseling by June 30, 2008. [Edited for non
substantive content)

(b7 HC)

VA Office of inspector General
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Administrative Investigation, Alleged Conflict of interest, VBA, VA Cenlral Office, Washington, DC

Assistant General Counsel’s Comments
to Office of Inspector General's Report

The following comments are submitted in response to the
recommendation(s) in the Office of Inspector Gengeral’s

Report:

OIG Recommendation(s) i |
Recommendation 4, We recommend the Office of General q
Counse] instruct [PX7C) | on the differing missions of

VA and DAV and what activities posc a possible conflict or
the appearance of a conflict of interest in his dual roles at VA
and DAV and provide in-depth advice on what particular
matters may require his recusal.

Concur Target Completion Date: Tune 30, 2008
|
|
|
. — e
VA Office of Inspector General ’ 12
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Appandix C

OIG Contact and Staff Acknowledgments

OIG Contact Linda Foumier [~ "
Acknowledgments - Kristinn Watkins
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Appondix D

Report Distribution
VA Distribution

Secretary (00)

Deputy Secretary (001)

Chuef of Staff (00A)

Executive Secretariat (001 B)

Acting Under Secretary for Benefits (20)

Deputy Under Secretary for Benefits (201)

Associate Deputy Under Secretary for Policy and Program Management (20P)
Deputy General Counsel (02A)

Assistant General Counsel/Designated Agency Ethics Ofticial (023)

To Report Suspected Wrongdoing in VA Programs and Operations
Call the OIG Hotline - (800) 488-8244
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DEPARTMENT OF VETERANS AFFAIRS

Office of Inepectar General
Washington DC 20420

October 18, 2007
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The Office of Inspector General issued the enclosed report — Administrative
Investigation — Misuse of Time, Resources, & Title, and Improper Remote
Access VA Central Office (Report No. 07-02423-10) on October 18, 2007.

This unredacted report is being distributed to you for your information only. The
information contained in the report is subject to the provisions of the Privacy Act
of 1974 (5 U.S.C.§552a). Such information may be disclosed only as autharized
by this statute. Questions conceming the release of this report shouid be
coordinaled with the Department of Veterans AHairs, Office of Inspector General.
The contents of this report must be safeguarded from unautharized disclosure
and may be shared within the Depariment of Veterans Alfairs on a need-to-know
basis only.

We are providing an unredacted copy for your information only.
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DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector Generat
Washington, DC 20420

TO: Assistant Secretary for Public and Intergovernmental Affairs (002)
Chief, Customer Support Division, 1TSS (005N1B1)

SUBJECT: Administrative Investigations, Misuse of Time, Resources, and Title,
and lmproper Remote Access, VA Central Office (2007-02423-1Q-0140)

Summary

We substantiated that the [®7%<)

=7y Imisused her official time, misused Government resources,
and inappropriately used her official VA title, all in connection with outside employment.

We also found that the [PI7XC)

PX7XC) limproperly approved the installation of VA Virtual Private
Network remote access software on the |<be7)fC) ]non-VA owned computer.
Introduction

The VA Office of Inspector General, Administrative Investigations Division, investjgate
allegations that [®7)C)
B [misused her official time, misused Government
resources, engaged in outside employment during VA duty hours, and inappropriately
used her official VA title in connection with this outside employment, We also
investigated whether the Intormation Security Officer for her office improperly approved
the installation of VA Virtual Private Network (VA-VPN) remote access software on
[BX7¥C) | non-VA owned computer. To assess Lhese allegations we interviewed

the Assistant Secretary for Public and Intergovernmental Affairs, the [BX7C)

[Pr7e) | We reviewed [P0 | VA electronic mail
messages covering the titne period from March to June 2007; her intemet usage from
January 16 t0 June 6, 2007; and her leave schedule from January to July 2007. We aiso
reviewed [PN7HO) | personal calendar, Federal regulations, VA policy, and other
relevant documents,




Administrative Investigation
Misuse of Time, Resourcas, and Title, and Improper Remote Access, VA Central Office

Results

Issue 1: Whether[2) |misused her official time, misused Govarnment
resources, and improperly used her official title.

The Standards of Ethical Conduct for Employees of the Executive Branch states that an
employee must use official time in an honest effort to perform official duties and shall
not engage in outside employment or activities that conflict with their official duties
and responsibilities. 5 CFR § 2635.101. Additionally, it states that employces have a
duty to protect and conserve Government property and shall not use such property or
allow its use for other than authorized purposes. 1d., §§ 2635.704 and 2635.705.
Employees are permitted limited personal use of Government office equipment; however,
this limited use should take place during the employee’s non-work time and must not
interfere with the VA’s mission or operation. VA Directive 6001, paragraph 2(a).
Furthermore, employees are expected to conduct themselves professionally in the
workplace and are required under the Standards of Conduct to refram from using
Government office equipment for activities that are inappropriate, Inappropriate use
includes the use for commercial purposes or in support of “for profit” activities ar in
support of other outside employment or business activity. VA Directive 6001,
paragraph 2 ().

PN7IC) [told us that she provided oversight for a resource management team that
oversaw the budget, equipment, and contracts for training. She said she was involved
daily in a broad range of meetings which included public relations, communication
strategies, and media statements, and she described herself as a personal assistant and
technical and policy advisor. She said she worked a compressed tour of duty, working
from 9:00 a.m. to 6:00 p.m. daily with every other Friday off;, however, she suid it was
not unusual for her to leave work between 7:00 and 8:00 p.m., due to her workload, rarety

taking her scheduled day off. told us that she typically worked a 10 to 12

hour day and was on call 7 days 2 week by the nature of her pasition.

Misuse of Time and Resources

[BR """ 1101d us that for the past [FUC) | she has been a [BNC)

[®7%) | She currently works for[PX7XC) | and she
previously worked for [PX7C) | She explained that as a
part time [PXNC) | she worked about 20 hours a week, mostly evenings and

weekends. She said she had a business partner that worked full time during the day. She
explained that she was always open about the fact that she worked in[B¥7%C)___Jand that

during her interview for her current position, she disclosed that she had a [pi7XC)
business on the side, [PX1C) |told us that she had a personal Blackberry (a wireless
handheld device for electronic mai! messages) which she used for her private business.

VA Office of Inspector General 2
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[Ex7xe) _|initially told us that when she received phone calls on her personal
Blackberry during the work day, she did not answer them; however, she later said she
returned the messages and phone calls when going to the restroom, picking up her lunch,
or during “S-minute™ breaks throughout the workday. She said that she was *‘very
watchful” of her time, and by her estimate, she spent less than an hour a day on her
private business, [PX7XC) Isaid that if she was unable to return a message or phone
call in reference to her part ime [PX7XC) — Ibusiness, she would refer the messages to her
partner via a text message (short message sent from a maobile phone).

n a review of her computer usage, we found tha used her assign -
I fh put g found that [®("1C) d her assigned VA

owned computer and VA provided internet access to go to websites in conjunction with
her [FI7XC1_Jbusiness 56 out of 93 workdays between January 16 and June 7, 2007. On

several occasions|7HC) [ spent a great deal of her workday on the internet visitin
websites related 1o)X | A sampling of the websites included the [P7©
BT o

LK) "We also found that the two most common websites accessed, and where

(BRTAC) spent the most time, were fPI71C) |
EN7IC)

[BXTET [confimed that her access of these
websites was for her[®7©_ Ibusiness.

Upon closer review, we found several workdays in which [?*/'<) | internet logs

indicated that she accessed the internet for her [PXD | business for a significant
portion of the day. For example, on January 17 and 18, 2007, her logs showed she spent
223 minutes (almost 4 hours) and 188 minutes (over 3 hours), respectively, on her
email. On May 29 and 30, 2007, her logs showed she spent 160 minutes (almost 3 hours)
and 155 minutes (over 2 hours), respectively, on the website. However,
[RE7KC) [told us that she would open several windows on her computer, to include
KTHE) websites and her|-- |email, and they would remain open as she multitasked throughout
the workday, going back and forth to them. Her intemet logs verified that she accessed
several websites numerous times on given workdays. As an example, [PH7C) |
aceessed 17X on the following dates and times:

- Apni) 24, 2007 - 6:48 a.m., 7:32 a.m., 8:32 am.,, 8:47 a.m., 8:53 am,, 9:0} am,,
10:03 am., 10:33 am,, 11:17 am., 12:2} p.m., 1:37 p.m., 2:09 p.m., and 2:21 p.mo.

- May 8, 2007 - 5:41 a.m.,, 5:53 am,, 6:11 am,, 6:30 am, 7:35 a.m., 9:27 am,,
10:10 am., 10:52 a.m., 11:36 am., 11:59am., 12:23 p.m., and [:40 p.m.

- June 4, 2007 - 6:45 am., 7:15 am, 9:21 am,, 11:14 am., 1:06 p.m., 1:44 p.m.,
and 2:36 p.m.

VA Office of inspector General 3



Administrative Investigation
Misuse of Time, Resources, and Title, and Improper Remote Access, VA Central Office

Computer internet logs also documented [PX7He) | continued activity, recording

the amount of time she remained active on each website. For example, the logs indicated
the following total active time on [©X)C) | for the following days:

- January 22, 2007 - www.MRIS.com = 57 minutes
- April 24, 2007 — www MRIS.com = 150 minutes
- May 29, 2007 - www.MRIS.com = 63 minutes

- May 30, 2007 - www.MRIS.com = 53 minutes

[B¥7HC) |told us that she checked her personal email once or twice a day, mostly

during her lunch break; however, computer internet logs indicated she accessed her
personal email numerous times throughout the workday. As an example, we found that
she accessed her [(°)X7XC) |email account on the following dates and times:

- January 17,2007 - [1:4lam, 11:45 am., 12:19 p.m,, 1:35 p.m., 2:37 p.m., 2:40
p.m., and 3:24 p.m.

- February 14, 2007 - 11:09 am., 11:34 a.m., 11:53 a.m., 12:02 p.m,, 1:52 p.m,,
and 4:22 p.m.

- March 20, 2007 — 6:27 a.m_, 6: 56 a.m., 9:26 a.m., and 9:35 a.m.

- May 31, 2007 - 5:10 a.m., 6:26 am., I1:16 a.m., 1:50 p.m., 1:52 p.m., 1:53 p.m.
Improper Use of Official Tile
The Standards of Fthical Conduct for Employees of the Executive Branch state
employees shall not use public office for their own private gain nor should an emptoyee

use or permit the use of their Government position or title or any authority associated
with their public office to endorse any product, service or enterprise. 5 CFR § 2635.702.

[Er7XC) | initially told us that she did not use her VA email to send or receive

messages concerning her real estate business, explaining that there may be times that she

recefved a message trom a friend asking her about [PA7IC) | In reviewing
her VA email messages; however, we tound several messages she received and sent to
both VA and non-VA employees discussing [P |admitted that she
worked with a current VA employee to[B)75C) | but that she asked him to send

{b)7NC)

not comply with her request; however, she continually responded to his messages from
her VA email. In numerous mail messages dated between March and April 2007,

VA Office of Inspector Genera! 4
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[EXTEC) lconducted her [P0 |business with this employee using het VA email
account, including her VA title and office in her emai! messages.

In addition, we found an email in her VA email account, dated April 25, 2007, in which
PXTHC) jwent into great detail describing payment and settlement options for a
client of hers, a non-VA employee. We also found three emails stored in her VA email

draft folder which discussed 7T Jand contained PR J
[BI7THT) | All these emails contained [BX7HC) | official title of

BTG

BR7KC) | told us that leaving her title on

these ematls was an oversight and not an attemplt to suggest an intimate knowledge of [®X7%¢)
BH7KC)

In yet another email, dated March 20, 2007, [P wrote that she was making
between 60-70% of her Government salary in[PC | In reviewing
these emails, internet logs, and discussing her success in [PX7XC) l1old us

that it was now apparent to her that she spent more time than she realized on her[®7C] ]

[PXT Jhusiness during her VA tours of duty. said that she was “appalled”
by the amount of time she spent on[PX7C) | and that it apparently got “‘out of hand.”
Moreover,[P©) told us that, as an [P700) |she was responsible for

recommending to her supervisor appropriate disciplinary actions for employee

misconduct. She told us thar in a similar situation, if it were another employee, she
would advise her supervisor to take appropriate administrative action with possible
removal of the employee.

issue 2. Whether an [®7%) improperly approved VA-VPN
ramote access on a non-VA owned computer.

VA employees are permitted 10 access and use VA data outside VA facilities only when -
such activities have been specifically approved by the employee’s supervisor and where
appropriate security measures are taken to ensure that VA information and services are
not compromised; however, only VA-owned Govermment Fumished Equipment,
tncluding laptops and handheld computers, may be used when accessing the VA intranet
remotely.  [EK7XC)

hb){?}(C?

[X7KE) | An October §, 2006 Memorandum, titted /T Directive 06-5, Use of
Persona! Computing Equipment, from the Deputy Secretary to the Department, allows
for mon-VA Other Equipment to be used when accessing the VA intranet remotely but
only to allow for uninterrupted delivery of healthcare and provision of benefits to
vetcrans. It also indicates that the use of non-VA owned Other Equipment will be
replaced with VA-owned Government furnished equipment during fiscal year 2007.
Additionally, VA Remote Access Guidelines for VA-VPN usage states that where
possible, only Government-owned computer equipment will be used when accessing

VA Office of Inspector General 3
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VA’s Intranet remotely, and there should be no new remote access implementations that
use privately-owned equipment. It further states that VA organizations should develop
plans to migrate employees currently using privately-owned equipment to Government-
owned equipment. A

[{BY7HC) |told us that due to the nature of her position, she was issued a VA-owned

laptop; however, because she never used it, she returned it to the information technology
staff several months ago. Further, she said that she had not used her authorized VA-
Virtual Private Network (VA-VPN) remote access account, and it was terminated for lack
of use. She said that because of a recent emergency management exercise led by the
Deputy Secretary, a need to update their office emergency management plans, and that
her residence was identified as the main offsite operation center for her office in the event
of a mass emergency, she needed to have VA-VPN remote access. Therefore, she
requested the provide her software to install VPN access on her non-VA owned
equipment. She told us that since then, she only logged into the system once briefly to
ensure i{ was installed properly.

The [©X7)XC) |told us that sometime
during the week of July 2, 2007, [PF7 |contacted him by email or telephone 1o
request installing VA-VPN remote access on her non-VA owned computer. He further
stated that she relinquished her VA-issued laplop at about that same time, contrary to

[©17HE) assertion that she turned it in months ago. The [__-Jexplained that he

either directed [PN7%© | to an intemet site or provided her a CD containing
VA-VPN software to download to her personal computer. Hc also said that there was no
need forlo request, through her supervisor, remote access or access from
her non-VA equipment, as her authorization and access was automnatic due to her being a
member of the emergency team.

Conclusion

We concluded Lhat misused her official time and Government resources on
a regular basis to conduct work for her private real estale business. She routinely
accessed websites and personal email accounts to research and to communicate
with customers throughout her wark day. Computer internet logs indicated that she not
only spent a significant amount of time conducting[PX7%C) | business during her official
VA tour, but it was an on and off activity throughout the day, such as on April 24, 2007,
when she accessed one particular website 13 times, spending 150 total minutes on that
site. [t was apparent that [®X7S) attemnpted to juggle two jobs during her VA tour
of duty, and at times, her private[PXXC) Jhusiness overtook her time and attention. In
addition, she used her official VA email to correspond with [E7¥C) customers,
improperly leaving her official VA title at the close of her messages.

VA Office of Inspector General 8
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bRTYC

We also concluded that aithough[®¥7©) |may need remote access to VA systems,
due to het position and responsibilitics, there was no need 1o establish this via VA-VPN
remote access from her non-VA owned equipment. [PX7¢€ |had a VA-owned
laptop assigned to her, which allowed (or remote access, but because she did not use the
laptop, she relinquished it. Additionally, the l_——lkno-win-gly authorized installing the
software for remote access on [P*7X%) |non-VA owned cquipment, when he was
well aware that she recently wrned in a Government-owned laptop. Since an OIG
investigation into a loss of VA data in 2006, VA has set forth clear policies and
proccedures in a concerted effort to restrict access to VA data while working in locations
other than a VA facility. This guidance includes a policy that states only VA-owned
Government Furnished Equipment may be used for remote access and that there should
be no new remote access implementations that use privately-owned equipment.

Recommended Action(s) 1. We rccommend the Assistant Secretary for Public and
Intergovernmental Affairs, in accordance with VA policy, ensures that appropriate
administrative action is taken against [P¥7NC) | for misuse of her official time,
misuse of Government resources, and improper use of her official VA title.

Recommended Action(s) 2. We recommend the Chicf, Customer Support Division,
ITSS, in accordance with VA policy, ensures that appropriate administrative action is

 taken against the[ - for authorizing VA-VPN remote access on a non-VA computer.

Recommended Action(s) 3. We recommend the Chief, Customer Support Division,
{TSS, in accordance with VA policy, ensures that VA-VPN remote access is removed
from [PX7¥C) |non-VA computer that the compuler is sanitized of any VA
sensitive data, and that she be re-issued a Government laptop with VA-VPN access.

VA Office of Inspector General 7
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Comments

The Assistant Secretary for Public and Intergovernmental Affairs and the Chief,
Customer Support Division, 1TSS, concurred with the above recommendations. The
Assistant Secretary decided to initiate action to propose [PX7HC) | removal from
Federal service; however, [PX71¢) | resigned before the action could be issued. The
®ie) Chief told us that the[ _ [was no longer an|__]and he was reassigned. She stated that”"*®
HR Employee Labor Relations Service recommended that the former| -~ |be issued 477K
letter of admonishment or reprimand, which is currently in review. She further stated that
[®37Ke) ] did not gain remote access to the system and that all VA network and VPN
accounts assigned to[PN7)C) | were removed. In addition, the Ol&T VACO IT
Operations Service will reissue copies of Directive 6504 and any related addendums to
ensure staff is aware of VPN protocols, and they plan to conduct an all-hands meeting to
provide clarity to staff regarding the Directive.

”-V—v—

JAMES J'O'NEILL
Assistant Inspector General for
Investigations

s W EEESE $ MEEE O IST IS W AT B e
1{/‘“"*'\
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Appendix A
Assistant Secretary Comments
Department of
Veterans Affairs Memorandum
Date: October 12, 2007
From:  Assistant Secretary for Public and [ntergovernmental Affairs
(002)
Subject: Adminisirative Investigation, Misuse of Time, Resources,
and Title, & lmproper Remote Access, VA Central Office
To: Assistant Inspector General for [nvestigations (51)
|
VA Office of inspector General g
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Assistant Secretary's Comments
to Office of Inspector General’s Report

The following Assistant Secretary’s comments are submitted
in response 10 the rccommendation(s) in the Office of
Inspector General’s Report:

0OIG Recommendation(s)

Recommended Action(s) 1. We recommend the Assistant
Secretary for Public and Intergovernmental Affairs, in
accordance with VA policy, ensures that appropriate
administralive action is taken against [P | for
misuse of her official time, misuse of Government resources,
and improper use of her official VA title,

Concur Target Completion Date: See Below

The Office of Public and Intergovernmental Affairs, in
consultation with the Office of Human Resources and
Administration, decided to initiate action (o propose

[EX7eT | removal from Federal service, B

resigned before the action could be issued. On [P

R | submitted her resignation to
be effective the same date [°X7)(€) |

No further action is anticipated.

VA Office of Inspector General
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Chief's Comments

Appendix B

Date:
From:

Subject:

To:

Department of

Veterans Affairs Memorandum
October 12, 2007

Chief, Customer Support Division, ITSS (005N1B1)

Administrative Investigation, Misuse of Time, Resources,
and Title, & Improper Remote Access, VA Central Office

Office of Inspector General (51Q)

There have been several turn of events since the report was
issued to this office for a response: [)[P7 lhas been

reassigned to the ’(b)(T)(C)

RG] | XY [ does not work in the capacity of an

Information Security Officer (ISO); and 3) [P7X°) | is
no longer employed with the epartment of Veterans Affairs.

{B)(7HC)

VA Office of Inspector General
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Chief's Comments
to Office of Inspector General's Report

The folldwing Chiet’s comments are submitted in response to
the recommendation(s} in the Office of Inspector General’s
Report:

01G Recommendation(s)

Recommended Action(s) 2. We recommend the Chief,
Customer Support Division, 1TSS, in accordance with VA
policy, ensures that appropriate administrative action is taken
against the for authorizing VA-VPN remote access on a
non-VA computer.

Concur Target Completion Date: 30 days

This organization has consulted with VACO's HR Employee
Labor Relanons Service regarding administrative actions, and
have been advised to issue [P ]a Jetter of admonishment
or reprimand. This service is reviewing the HR
recommendations.

Recommended Action(s) 3. We recommend the Chief,
Customer Support Division, ITSS., in accordance with VA
policy, ensures that VA-VPN remote access is removed from
[BX7HE) | non-VA computer, that the computer is
sanitized of any VA seusitive data, and that she be re-issued a
Government laptop computer with VA-VPN access.

Concur Target Completion Date: Sece below

All VA network and VPN accounts assigned to [274¢)

have been deleted since her departure, access was not gained
to the system, device is no longer available, and all VPN
accounts have been removed.

VA Office of Inspector General
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The OI&T VACO IT Operations Service will reissue copies
of Directive 6504 and any related addendums to ensure staff
is aware of the protocols for installing VPN, Further, because
of the overlapping guidance that has been issued, the Service
will plan to conduct an all-hands meeting to provide clarity to
staff regarding the directive.

VA Office of inspector General
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Appendix C

0OIG Contact and Staff Acknowledgments

OIG Contact
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Appendix D

Report Distribution
VA Distribution

Deputy Secretary (001)

Chief of Staft (004)

Executive Secrctariat (001B)

Assistant Secretary for Public and Intergovernmental Affairs (002)
Chief, Customer Support Division, ITSS (005N1B1)

To Report Suspected Wrongdoing in VA Programs and Operations
Call the OIG Hotline — (800) 488-8244

VA QOffice of Inspector General 15



Department of Veterans Affairs
Office of Inspector General

Administrative Investigation
Misuse of Government Travel Card
VYA Central Office

Reporl No.
VA Office of ingpactor General
Washington, DC 20420




WARNING
§ U.S.C. §552a, PRIVACY ACT STATEMENT

This final report contains information subject to the provisions of the
Privacy Act of 1974 (5 U.S.C. §552a). Such information may be
disclosed only as authorized by this statute. Questions conceming
release of this report should be coordinated with the Department of
Veterans Affairs, Office of Inspector General. The contents of this
report must be safeguarded from unauthorized disclosure and may
be shared within the Department of Veterans Affairs on a need-to-
know basis only.



DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector Genera)
Washington, DC 20420

TO: Deputy Assistant Secretary for Finance, VA Central Office (047)

SUBJECT: Administrative Investigation, Misuse of Government Travel Card,
VA Central Office (2006-02434-1Q-0202)

Summary

(BHIHC)

We substantiated that

vio]ated Federal travel regulations and VA travel policy when she misused her
Government travel card to procure conference rooms, reserve hotel rooms for others, pay
to ship personal items to her residence, and withdraw cash advances without being in an
official travel status. Additionally, she failed to use prudent travel practices when she
routinely exceeded Government lodging and meal per diem rates and used rental vehicles
rather than less expensive transportation, Furthermore, she frequently failed to pay the
monthly statement for her travel card in a timely manner, resulting in delinquencies by as
much as 60 days.

Introduction

The VA Office of Inspector General, Administrative I tigations Division, investigated

allegations that [P¥7C Eme)

[oHTHE) | VA Central Office, Washington DC, engaged in a variety of
travel irregularities and made inappropriate travel card purchases. To asscss the
allegations, we interviewed [""® | her current and former supervisors, and other VA
Central Office employees. We also conducted telephone interviews with employees at
the Financial Services Center in Austin, Texas, We rcviewedtmvel vouchers
for trips taken between January 2004 and September 2006, her Government travel card
statements, Federal laws and regulations, and VA policies. Other allegations were not
substantiated, and we do not discuss them further in this report




{bHTHC)

Administrative Investigation, Misuse of Government Travel Card, VA Cengomce. Washington, DC

Results

] HQE) .
issue: Whether| "’ misused her Government travel card

Federal regulations require employees to conserve Government resources and to satisfy
financial obligations, and it prohibits them from using their public office for personal
gain. In addition, it requires agencies to pay only travel expenses that are essential to
official business and employees to exercise prudence when incurring expenses on official
travel, and it prohibits the payment of excess costs resulting from circuitous routes or
services unnecessary in the performance of official business [5 CFR § 2635.101, 702,
704; 41 CFR § 301-2.2, 2,4]. VA policy states that misuse of the Government travel card
and account delinquency are considered misconduct and subject the cardholder to
disciplinary actions [VA Handbook 0631.1(18)(a)] and that cardholders must use prudent
travel practices, observe the rules and regulations governing official travel, and may not
use the card to make personal purchases or ATM withdrawals unrelated to official travel
[VA Directive 0631.1]. Furthermore, VA policy states that employees are expected to
minimijze costs of official travel, prohibits excess costs and delays unnecessary for the
performance of official business, and requires employees to pay for additional expenses
incurred [MP-1, Part I1, Chapter 2, Para. 2 (g)(1)].

In i-:bmicl ]was the l{b)(?)m Jat the
Atlanta VA Medical Center, and in| - |she joincd the Topeka Health Revenue Center

~as_the [BX7XCT ‘| She became the [P
BY7HC) J and l{'l'-‘](?){(:) l As the l(b',(jz).:c)
b)(7)C}

was also the I{b)(?}ic)

and she led the VA-wide Defense Finance Accounting Service (DFAS)
conversion. To conduct training and test the new payroll system, B0 |frequently
traveled to DFAS Headquarters in Pensacola, Florida; the Financial Services Center in
Austin, Texas; the Qakland VA Regional Office in Oakland, California; and the San
Francisco VA Medical Center in San Francisco, Califomnia.

Unnecessary expenses and circuitous routes while on official travel

We found that on seven separate travel occasions ™' charged a total of $554.46

in hote] internet and loca)l area phone charges. In one instance, she incurred $427.52 in
internct charges while on travel to between [17)C)

She told us that her VA-issued Blackberry (a wireless device used to receive electronic
mail messages and cellular telephone service) was not charged at that time, so she used
her VA-issued laptop to access the VA network through the hotel telephone service while
working at night and to facilitate daily meetings. She also told us that she was not aware
that there was a charge associated with accessing the nctwork through the hotel. She
added that her VA-issued laptop was not equipped with a toll frec internet number but
instead had preinstalled local numbers for several cities nationwide.

VA Office o Inspector General 2
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Additionally, we found did not minimize her travcl costs, obtained

unnecessary services, and sought reimbursement for these expenses. On three occasions,
she prepaid the rental car company for gasoline at a purported higher rate rather than
filling the tank herself prior to returning the car, and on four occasions, she upgraded her
rental car while on official travel.

. i . NC N
We also identified several instances when|®"" obtained a rental car for her own

personal convenience rather than using less expensive transportation. For example, she
paid $506.19 in charges on a trip to [BF7C) |
which included $316.60 for a rental car, $164.16 for hotel parking, and $25.43 in
gasoline charges. However; there were only 47 miles logged on the rental car, the
official business meetings were held at her hotel, and the airport was only about 3 miles
from the hotel. [P lsaid during the 7% —trip she visited the Medical
Center twice for meetings and told us that it would have been more cost effective to take
an airport shuttle from the airport for $15.00 and a taxi to and from the Medical Center
which was located 7 miles from her hotel.

During her official travel tofP77) | paid $353.58

in rental car charges, $129.00 in prepaid gasoline charges, and sought a $50.00

reimbursement for gasoline. Rental car receipts showed there were 811 miles logged on

the car for the 5 day trip, yet her hotel was located about 3 miles from her temporary duty

station and 10 miles from the airport. 7" |was unable to explain the 811 miles

placed on the rental car but suggested that other members of the group may have driven

the car. However; her travel card records indicated that during that time period, [ BX7C ]
used her card to charge a meal in Dallas, TX, which is over 180 miles from Austin,

Additionally,[™™ " Jchose to drive a rental car to]""~ | for temporary duty

from [PI7¥0) 1told us that, based on her cost analysis, it was more
efficient to drive than fly; however, out of all the trips she took to this was the
only time she drove. Moreover, she was unable to provide travel documents for that trip.
Her subsequent cost analysis showed a total cost of $2,468.91, including roundtrip
airfare, but in using a rental car, her total cost was $2,547.26. Although this was not a
significant cost diffcrence, told us that it took her 2 days to drive to
thereby spending 4 days driving roundtrip rather than 4 hours flying by airplane.
i{b}(?)m) |also told us that she stayed with a relative induring this trip, so there
was no lodging cost to the Government for that overnight stay.

On two other occasions, used her travel card to pay charges associated with
shipping items to her office and home. For example, a United Parcel Service store
receipt, dated August 13, 2005, indicated thatused her travel card to pay the
cost of shipping paperwork to her office at a cost of $105.86; however, her travel voucher
for that same trip requested a reimbursement of $155.86 in miscellaneous expenses, $50
over the cost of the shipping. Another shipping receipt, dated November 17, 2005,
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indicated that used her travel card to pay $153.42 to ship shoes, purses,

office/work papers, and luggage to her personal residence, yet her travel voucher showed
a §53.42 expense for excessive baggage fees. told us that she did not seek

reimbursement for the entire charge, due to the majority of items being personal, yet she
could not explain how she calculated what charges were to be reimbursed to her. On
three additional occasions,[P™ _|claimed a total of $100.00 in excess baggage fees.
®Y7IC

told us that when shc traveled, she chose to take two complete wardrobes for
each day of travel, and in addmon 10 her personal items, she at times also packed work

documents in her luggage. [P Tclarified that she hand-carried any sensitive
documents on the airplane.

Misuse of travel card for cash advances unrelated to official travel

VA travel policy states that employees are expected to identify authorized miscellaneous
expenses paid for in cash and ATM transaction and bank surcharges, and that they may
not use the Government travel charge card to make personal purchases or ATM
withdrawals unrelated to official travel [VA Handbook 063 1.1, paragraph 12(c}].

On 22 separate travel assignments, [E0C | withdrew 17 cash advances totaling
$1,820.00 and incurred $57.65 in cash advance fees, [?'7"© |did not identify cash
purchases or surcharges on travel vouchers in these instances. Further,could
not identify specific expenses associated with the cash withdraws except for “snacks,
drinks, and entertainment” while waiting in airports. Moreover, she could not explain
why she needed cash advances when she placed most of her travel related expenses on
her travel card. Additionally, she made twe $100.00 withdrawals in|[*X7©) lon
April 9, 2004 and August 7, 2005, and she did not have authorization to travel on those
occasions.

ORI told us that she was not familiar with travel card cash advance regulations; it
was 6 or 7 years since she was versed in these regulations; and that the regulations did
not exist during her tour as a[®" | However, she told us that within the past
year she attended travel card training, but she did not recall the details of the training,
since she did not pay attention while in the class. We confirmed that
completed GSA Smart Pay Travel Card training on May 2, 2006.

Misuse of travel card to reserve hotel rooms for ather employees

uthorized a Travel Clerk to use her[”""" travel card to reserve blocks
of hotel rooms for meeting attendees. The attendees were all VA employees with travel

cards of their own, with the excetio of one attendee whose card was revoked. In
addition, the vendor chargedfor rooms not occupied, as some employees did
not attend the meetings. For example, on September 20, 2005, [*7! reserved a

block of hotel rooms at the Springhill Suites Marriott in [®79 | for $129.00 a
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night, which was $56 over the daily per dicm rate of $73.00. Three employees did not
attend, and the hote!l charged$14’?.71 for each room, told us she
assumed she had authority to makc hotel arrangements for the group because that was a
past practice. She also said that once she brought the additional room charges to the
hotel's management attention her travel charge card was appropriately credited. When

asked why she exceeded the allowable per diem rate, her only explanation was that she
assumed it was permitied and that the rooms would be charged appropriately.

Misuse of travel card to procure conference/training rooms

Federal travel regulations require agencics to minimize all conference costs, determine if
a Government-owned or provided facility is availablc at a cheaper rate, determine
conference expenditures by cost comparisons, and use approved accommodations
[41 CFR §301-74]. Federal regulations and VA policy mandate that travel cards be used
only for official travel related expenses [41 CFR §301.51.6; VA Handbook 0631.1(4)].

We identified three occasions when used her travel card to pay for
conference/training rooms totaling $3,020. For example, on August 7, 2005, she paid
$1,000 for training rooms in on February 27, 2006, she paid $1,620 in [0 _]
[E¥7C) and on March 29 and April 3, 2006, she paid $200 on each date in
for training rooms.told us that the meetings were with short notice

and coupled with a difficulty of securing meeting space at the F"—){%{c’ VA
facilities, she opted to hold the two meetings at the hotel where the atiendees stayed.
[F%__ |recalled the decision to hold the meeting in [F7"0___|was based on the most
economical location in terms of per diem and the number of attendees. She told us that
she was not aware that she could not use her travel card for this purpose.

Exceeding per diem rates and failing to pay Governmeny travel card in a timely manner

Out of 22 official travel trips, we identified nine occasions totaling $868.00 where
exceedcd the GSA allowable lodging rate; and on eight of those occasions she
failed to obtain authorization to do so. She told us a Program Specialist was responsible
for making her travel arrangements and she assumed the specialist knew the rules and
followed them. exceeded the allowable per diem rate for meals 17 times. For

example, when she traveled to[FI710) | the
meal per diem rate was $43.00 a day and she spent $80.12 for a meal on [~/ |
$66.62 onfPN7IC! land $80.97 on [P7IC) | In another example, while in a

temporary duty status, she charged $326.96 to her Government travel charge card on
March 30, 2006, for her meal and the meals of her dinner guests at Ruth Chris Steak
House. She told us she did not know cmployees were limited to their meal cost and
disputed the definition of excessive. She said the Ruth Chris Steak House would not give
scparate checks for each dinner guest, and as a result, she placed the entire bill on her
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Government travel card and the others reimbursed her. In addition, said she
was unaware that paying for other employee’s meals was a violation of card privileges.

We found that on 16 occasions, failcd to pay her travel card statement on time,
and there were 10 billing cycles where she paid an additional fee to usc a “speed pay”
option to avoid the bill going overdue. Her travel vouchers showed that she did not seek
reimbursement for any meals over the allowable per diem rate; however, the excessive
mcal charges may have contributed to her inability to pay her Government travel card
account on time. She admitted not processing her travel vouchers and making timely
payments and attributed the failure to satisfy her financial obligations to the aggressive
project schedule, the amount of travel involved, and her hectic work schedule. In an
attempt to resolve the payment issue, [P |sajd she implemented a “split pay”
option so that the Government automatically paid her travel card bill in lieu of
reimbursing her, thus eliminating delinquencies.

BRI had five travel reimbursement approving officials between January 2004 and
September 2006; we interviewed three and two were no longer with VA. The Associate

Deputy Assistant Secrctary for Financial Systems and Operations became|® j
immediate supervisor in [PX7)NC) jand approved eight of [PX7H© | travel

vouchers. She told us if the Senior Budget Officer questioned or rejected a travel
voucher, she was notified via ¢lectronic mail. She said she was not aware of
travel card charges particularly the large amount of charges at restaurants and ATM
withdrawals. The Associate Deputy Assistant Secretary for Financial Systems and

Operations was aware of ravel card delinquency issues and that

requested the “split pay” option, stating that[>*""“! has not had a problem since.

The Deputy Director for the Office of Financial Systems and Operations approved five of
ibwzcm

travel vouchers resulting in improper payments and rcimbursements. He said
he frequently questioned travel vouchers and any improper claims approved
on[P17E) |vouchers were an oversight on his part. The Deputy Director said he
never reviewed [*X7%) travel card statements and therefore was not aware of any
charges.

The Administrative Officer served as[P™C | immediate supervisor briefly,
approving two of her travel vouchers. She told us she questioned both of
travel plans; the first occasion involved the cost of airfare and the other concerned a

weekend stay and in each incident provided justification for approval. The
R

Administrative Officer said she was not aware of any charges on travcel card.

The Senior Budget Analyst told us that out of approximately 110 employees’ travel plans
and vouchers he reviewed, [P | plans were rejected most often, explaining she
was an “expensive traveler” and notoriously late filing her travel vouchers. He added
that he advised to speak with a Contracting Officer or Acquisition Officer
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concerning alternate ways to secure conference/training rooms while on official duty. He

said that he wamed 1o have supporting documents to justify her travel
expenses in the event the Inspector General audited her files, Although P00 |
supervisors approved her official travel they did not review her travel card billing
statement and had no detailed knowledge of her spending habits.

Conclusion

{OXTHC)

routinely incurred unnecessary expenses and did not observe the rules and

regulations governing official travel. We identified 84 instances that highlighted
failure to observe strict fiscal responsibility and minimize cost while on
official Government travel. We found 16 times where [FX7C | failed to satisfy her
Government trave] charge card financial obligations resulting in delinquencies up to 60
days. made several ATM cash withdrawals with her Government travel
charge card and was not in an official travel status, Finally, the pattern of excessive
spending, failure to exercise strict fiscal responsibility and the repeated infractions of
travel card delinquencies raise questions conceming[F7%_Jresolve to comply with
Federal and VA travel regulations and her intent to personally gain from her official
activities.

Recommended Action(s) 1. We recommend that the Deputy Assistant Secretary for
Finance provide[™ " |detailed training on Federal trave! regulations and VA policy.

Recommended Action(s) 2. Wec recommend that the Deputy Assistant Secretary for
Finance ensure that appropriate administrative action is taken against®@"___ | for not
using prudent travel practices and observing regulations governing official travel.
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Comments

The Deputy Assistant Secretary for Finance, VA Central Office, concutred with the
above recommendations, He told us that[?™@ | will take a travel charge card
training course that explains the proper use of the travel card, provides a competency test
at the end of the training, and generates a certificate of completion as proof of successful
completion. The Deputy Assistant Secretary further told us that he would take the
appropriate administrative action against for not using prudent travel practices
and observing regulations governing official travel.

JAMES J. O'NEILL
Assistant Inspector General for
Investigations
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Appendix A

Deputy Assistant Secretary’s Comments

Department of
Veterans Affairs Memorandum

Date:  September 19, 2007
From: Dcputy Assistant Secretary for Finance (047)

Subject: Administrative Investigation
Misuse of Government Travel Card, VA Central Office

To: Assistant Inspector General for Investigations

I have reviewed the report and agree with the recommended
actions. [P will be required to take the travel charge
card training offered on the GSA website, The training
explains the proper use of the travel charge card. In addition,
we will take the appropriate administrative action as outlined
in VA Handbook 0631.1, paragraph 18a.

{b)(7HC)
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Deputy Assistant Secretary’s Comments
to Office of Inspector General’s Report

The following Director’s comments are submitted in response
to the recommendation(s) in the Office of Inspector General’s
Report:

QIG Recommendation(s)

Recommended Action(s) 1. We recommend that the Deputy

Assistant Secretary for Finance provide P77 |detailed

training on Federal travel regulations and VA policy.

Concur Target Completion Date: 11/30/07
will be required to take the travel charge card

training offered on the GSA website. The training course
explains the proper use of the travel charge card, provides a
competency test at the end of the training, and generates a
certificate of completion that can be provided as proof that
she successfully completed the training on proper card
useage.

Recommended Action(s) 2. We recommend that the Deputy
Assistant Secretary for Finance ensure that appropriate
administrative action is taken againstfor not using
prudent travel practices and observing regulations governing
official travel.

Concur Target Completion Date: 11/30/07

VA Handbook 0631.1, paragraph 18a provides guidance on
disciplinary actions for misuse of the government charge
card. The disciplinary actions range from a reprimand to
removal. We will work with Human Resources to determine
the appropriate action based on the IG findings.

VA Office of Inspector General 10
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Appendix B

OIG Contact and Staff Acknowledgments

bU7HC)

O1G Contact Linda Fournier

Acknawledgments Kristinn Watkins
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Appendix C

Report Distribution
VA Distribution

Deputy Sccretary (001)

Chief of Staff (00A)

Executive Secretariat (001B)

Deputy Assistant Secretary for Finance, VA Central Office (047)

This report will bc available in the ncar future on the OIG’s Web site at
hitp://www.va.gov/oig/52/reports/mainlisthtm. This report will remain on the OIG Web
sitc for at least 2 fiscal years after it is issued.

To Report Suspected Wrongdoing in VA Programs and Operations
Call the OIG Hotline — (800) 488-8244
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Office of inspactor General
Washingten DC 20420

August 21, 2007

—iRECFHOTED-REPORT—

The Office of Inspector General issued the enclosed report — Administrative
Investigation — Misuse of Resources and Position VA Medical Center,
Oklahoma City, Oklahoma (Report No. 06-02081-189) on August 21, 2007.

This unredacted report is being distributed to you for your information only. The
information contained in the report is subject to the provisions of the Privacy Act
of 1974 (5 U.S.C.§552a). Such information may be disclosed only as authorized
by this statute. Questions concerning the release of this report should be
coordinated with the Department of Veterans Affairs, Office of Inspector General.
The contents of this report must be safeguarded from unauthorized disclosure
and may be shared within the Department of Veterans Affairs on a need-to-know
basis only.

We are providing an unredacted copy for your information only.

Enclosure



} ‘ ‘

Department of Veterans Affairs
Office of Inspector General

Administrative Investigation
Misuse of Resources and Position

VA Medical Center
Oklahoma City, Oklahoma
Report No. 06-02081-189 August 21, 2007

VA Office of Inspactor General
Washington, DC 20420




DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector General
Washington, DC 20420

TO: Director, Veterans Integrated Service Network 16 (10N 16)

SUBJECT: Administrative Investigation — Misuse of Resources and Position,
Y A Medical Center, Oklahoma City, OK (2006-02081-IQ-0185)

Summary

We substantiated that the[P7©) | at the Oklahoma City
VA Medical Center erroneously recommended selling Veterans Health Administration
(VHA) health care resources to a VA medical center physician so the physician could
treat his daughter, an ineligible veteran, at that facility. Based on this recommendation,
the former Medical Center Director authorized the treatment. Once the Chief learned that
VHA policy prohibited such an arrangement, he failed to determine if corrective action
was needed. We also substantiated that the physician, a cardiologist, misused his position
by performing the procedure.

Iniroduction

The VA Office of Inspector General, Administrative Investigations Division, investigated
the alleged unauthorized medical treatment of an ineligible veteran who was the daughter
of a physician employed by the Oklahoma City VA Medical Center. According to the
complainant, the former Medical Center Director approved the daughter’s treatment even
though other veterans were being denied care. Since the former Director retired, we did
not investigate his accountability in this matter. We did investigate whether
[Pr7e) | provided the former Director
erroneous advice concerning the propriety of treating the veteran at the Medical Center,
and whether {PX¥! | the veteran’s father and treating physician, a

BXTHC) |misused his position when he treated her there. We interviewed
[pR7e) | and other VA employees. We also reviewed
documentation relating to the daughter's medical procedure and its cost, VHA policy and
Federal regulations, and other relevant documents.
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Results
Issue: Whether|[®7© |improperly advised that it was appropriate to treat,
and whether[*7*©) [improperly treated, an ineligible veteran

VHA policy authorizes, in accordance with Federal law, the sale of VHA health care
resources, including medical and surgical services, support and administrative resources,
and the use of medical equipment and space, to other health care providers or to
individuals. According to the policy, the medical center director must certify that
contracts awarded under this authority do not diminish existing levels of services to
veterans and that the contract is necessary to maintaining an acceptable level and quality
of service to veterans (or results in improvement of services to veterans). The policy
requires ail contracts to be in writing and to undergo legal review. Contracts with VA
employees are specifically prohibited. Finally, the policy permits, but does not require,
VHA health care resources to be priced above full cost [VHA Direciive 1660.1,
paragraphs 1, 2, 3a, 3g, 3i, 4f]. As Chief of the Medical Administration Service,
Mr. Morrison is responsible for providing the technical advice necessary to comply with
policy and administrative requirements related to the care and treatment of patients.

The Standards of Ethical Conduct for Employees of the Executive Branch prohibit
employees from using their public position for the private gain of relatives and require
that they avoid actions giving the appearance they are doing so [5 CFR § 2635.101, 702].
Additionally, Federal regulations and VA policy state that employees shall not engage in
conduct prejudicial to the Government. VA policy also states that employee conduct
which reflects adversely on the Federal Government may be grounds for disciplinary
action {5 CFR § 735.203; VA Handbook 5025, Part II1, paragraph 5c].

YA uses a priority group system to balance demand and available resources, assigning
veterans who apply for benefits to a priority group, numbered 1 through 8. Effective
January 17, 2003, YA denied enrollment and medical care benefits to group 8, subgroups

e" and “'g,” veterans applying after that date. There were 256,416 veterans, nationwide,
who applied for enrollment during the 2005 fiscal year but were determined to be in
priority group 8g, therefore ineligible for VA healthcare.

[P |t01d us that in[®™ he performed a medical procedure on his adult

daughter at the Oklahoma City VA Medical Center to assist in further assessing her
condition following a diagnosis by the daughter’s private cardiologist. According to
[BX7XC) | he scheduled the procedure on a day when he had free time and the
necessary laboratory was available. He said that when his daughter registercd at the
medical center, however, the two of them were told she was not eligible for VA medical
care and treatment as a veteran because she was in priority group 8g.

VA Office of Inspector General 2
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According to|®) lon the morning of the procedure, the former medical center
Director told him |74 daughter was at the medical center and asked him if

there was a way to allow her to undergo the procedure there. [PX7©) |said, in
response, he recommended using VA’s authority to sell health care resgurces on the basis
that the sale would generate revenue for the medical center. [®X7C) jtold us he was

familiar with the revenue generation program at another VA medical center, involving
the sale of services to the Department of Defense, and believed it was an appropriate
option in this circumstance if they charged|™"" "< |a high enough fee to ensure the
Oklahoma City Medical Center made a profit cn the procedure. [P7) | said his
understanding was that the procedure needed to be done immediately and, due to what he
perceived to be an urgent need, be did not take time to research the applicable policy or to
seek advice from the Regional Counsel's office. He said he contacted the facility’s
medical care cost recovery staff and they calculated that the bill to[®7"C ould
be $9,191, [Pr7O) |told us he then advised [P¥7©) | that the former Director
would allow the procedure if he [?X7©) [was willing to pay the fee and that

verbally agreed to do so.

told us that several days to a week later he reviewed the VHA policy, cited
above, on selling health care resources, That policy did not authorize[®"© |to

treat his daughter because[’’" |was a VA employee and thus could not contract
with VA 1o purchase VHA resources, and because the agreement was not in writing and
was not legally reviewed. [ |told us at this point he did not attempt to
determine what, if any, action he should take to correct the improper agreement because
the surgery had already taken place and X" had verbally agreed to pay for it.
Further,[®"T_noted that the services were provided to a veteran, no other veteran
was displaced, and the medical center generated money that was now available for the
facility to treat other veterans. Other personnel present for the procedure also told us no
other veteran was displaced while[®¥7)C) |performed this procedure.

Similarly, {*7© |recalled that[®* |told him that because his daughter
was not eligible, the medical center could not bill her private insurance company and that
she or [P7XC) |would have to pay for the services provided. [PX7)(C) | said
BK7XC) told him the bill could be as high as $9,000. He said he decided to deal
with the bill at a later time but the procedurc nceded to be done. He acknowledged that
other options were available, but said he wanted the procedure done at VA and dove by
him because he believed that would resuit in the best medical care for his daughter.
[PIC) |said his only concern was to give his daughter the best medical care he
could and that he was not trying to gain from his position because he fully intended to
pay the appropriate amount for the services. According to**7) |in addition to
the procedure he performed on his daughter, an echocardiographer performed a separate
medical test on her, and a nurse and two technicians were present during the procedure.
Further, a blood analysis was performed. [PX7%C) |said the room he occupied would
have been vacant, as he was not assigned to work there that day and the one other
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physician in the laboratory was working in another room at the time of the daughter’s
procedure. He said he knew no other veteran was denied care while he treated his
daughter because he was the one who scheduled the patients and he did not cancel or
move any one to accommodate his daughter. '

In{P7© |received a $9,191 bill for the cost of the procedure. He

contested the amount as being unreasonably high because it included the cost of a
procedure and a service he did not perform, the cost of a duplicate procedure, and
excessive supply charges. However, in[®"/"® |he agreed in writing to pay the bill
in monthly installments. At the time of our investigation, [P |had made some,
but not all, of the installments.

During this investigation, we attempted to identify existing VA or VHA policy
addressing the propriety of a VA physician treating an immediate family member, but
could not identify any. A representative of VHA"s National Center for Ethics in Health
Care said she, too, knew of no policy prohibiting a physician from treating an immediate
family member, but she noted that the practice could he ethically problematic, stating:

The fact that VHA health care professionals in particular are committed to
upholding the public trust makes it especially important to practice transparency.
This would seem critically important in this case, to avoid the appearance that a
special relation or conflict of interest allowed a patient to receive access to a VHA
facility who might not otherwise have such access....[P]atients similarly situated
must receive comparable access, unless there are compelling reasons to justify
departures from the norm, and these justifications are made explicit.

Further, a July 2003 report by VHA’s National Ethics Commitiee, Erhical Boundaries in
the Patient-Clinician Relationship, stated that health care professionals should beware of
interacting with any patient in ways that could reasonably be expected to create awkward
situations for either party, compromise the professional’s primary commitment to patient
welfare, or call the professional’s objectivity into question.

Another representative of VHA's National Center for Ethics in Health Care told us that
the American Medical Association Code of Ethics (E-8.19) and the American Coliege of
Physicians Ethics Manual both hold that physicians should not generally treat members
of their immediate family. He told us this was the “‘basis on which State Medical Boards
and health care institutions may address issues of professionalism.” In addition, he said
that the May 1999 Oklahoma State Board of Medical Licensure publication ISSUES and
ANSWERS stated that “the AMA Current Opinions regards any treatment of family
members (except in emergencies) as unethical. This primarily is due to lack of physician
objectivity and patient autonomy.” Finally, the Oklahoma City VA Medical Center
Bylaws state that medical staff are accountable for and have a responsibility to abide by
high standards of ethics in professional practice and conduct [Article III, Section 3e].

VA Qttice of Inspector General 4
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Conclusion

(b)(7HC)

erroneously advised the former Medical Center Director to use VA's
guthority to sell health care resources so that [P7*® jcould treat his daughter, an
ineligible veteran. The policy, however, does not allow VA resources to be sold to VA
employees. Further, [2(7C) |did not ensure the agreement was put in writing and
submitted for legal review. When he read the policy, after the fact, he failed to follow-up
to determine if corrective action was needed.

PRI Imisused his position as a VA employee when he treated his daughter, an

ineligible veteran. Were it not for his position as a[P7C]at the VA Medical
Center, we question whether the former Director would have approved his performing the
procedure. Further, there was a requirement that[)7xC] jmaintain high standards of
ethics in a professional practice as a physician and VA employee. Moreover, had there
been complications during or after this procedure, it would have been, and still could be,
detrimental to the medical center and VA.

Recommended Action(s) 1. We recommend the Director, Veterans Integrated Service

Network 16, ensure that appropriate administrative action is taken against|/®"()

for failing to research VHA policy in a timely manner, thus providing erroneous
information to the former Director, and for failing to determine if corrective action was
necessary once he discovered policy did not authorize the sale of health care resources to
VA employees.

Recommended Action(s) 2. We recommend the Director, Veterans Integrated Service
Network 16, confer with Regional Counsel to determine the validity of the written
agreement made with[®7%¢) | including the amount of money [®X7)¢) | may
owe or should be refunded.

Recommended Action(s) 3. We secommend the Director, Veterans Integrated Service

Network 16, ensure that appropriate administrative action is taken against[EX77C)

for misuse of his position, violating ethics standards, and conduct prejudicial to the
Government.

VA Office of Inspector General S
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Comments

The Director, Veterans Integrated Service Network 16, concurred with the above

recommendations, and told us that appropriate administrative action would be taken
against [PF0C1 ‘ Regarding the recommendation to obtain a
Regiona! Counsel opinion to determine the validity of the written agreement made with

for the sale of VA health care resources to a VA employee, the Veterans
nt

egrated Service Network Director told us that Regional Counsel concluded that the

written agreement was legal. Additionally, Regional Counsel stated that[PX7C
most likely agreed to pay too much for the medical services; however, he was responsible
for the debt.

JAMES I. O’NEILL
Assistant [nspector General for
Investigations

VA Office of inspactor General
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Appendix A

Director Comments

Department of

Veterans Affairs Memorandum
Date: August 14, 2007
From: Director, Veterans Integrated Service Network 16 (10N16)

Subject: Administrative Investigation, Misuse of Resources and
Position, VA Medical Center, Oklahoma City, Oklahoma

To: Administrative Investigation Division VA Office of Inspector
General
000 a

VA Office of Inspector General 7



Administrative investigation, Misusa of Resources and Position, VA Medical Canter, Oklahoma City,
Oklahoma

Director’'s Comments
to Office of Inspector General’s Report

The following Director’s comments are submitted in response
to the recommendation(s) in the Office of Inspector General’s
Report:

(8) | ecommendation(s

Recommended Action(s) 1. We recommend the Director,
Veterans Integrated Service Network 16, ensure that
appropriate _ administrative action is taken against
[®x7)C) | for failing to research VHA policy in a timely
manner, thus providing erroneous information to the former
Director, and for failing to determine if corrective action was
necessary once he discovered policy did not autharize the sale
of health care resources to VA employees.

Concur Target Completion Date: 4/30/07

VISN 16 Comments 4/30/07. Human Resources prepared
disciplinary aciton and it is being delivered to the employee
on 4/30/07.

Recommended Action(s) 2. We recommend the Director,
Veterans Integrated Service Network 16, confer with
Regional Counsel to determine the validity of the written
agreement made with{®7%%) | including the amount of

money may owe or should be refunded.

Concur Target Completion Date: 4/24/07

VISN 16 COMMENTS 4/30/07: Regional Counsel opinion
concluded that most likely the physician probably agreed to
pay too much, but that the written agreement made with
[©)7)C) | was not illegal. Therefore a payment plan will
be established with[®7

VA Office of Inspector General 8
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Oklahoma

Recommended Action(s) 3. We recommend the Director,
Veterans Integrated Service Network 16, ensurc that
appropriate  administrative action is taken against
RS ] for misuse of his position, violating ethics
standards, and conduct prejudicial to the Government.

Concur Target Completion Date: 8.17.2007

VISN 16 COMMENTS 8/14/07: Administrative action will
be taken on or before August 15, 2007.

VA Oftice of inspector General 9
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Appendix B
OIG Contact and Staff Acknowledgments
OIG Contact Linda Fournier |
Acknowledgments
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Appendix C

Report Distribu'tion
VA Distribution

Deputy Secretary (001)

Chief of Staff (00A)

Exccutive Secretanat (001B)

Under Secretary for Health (10)

Principal Deputy Under Secretary for Health (10A)

Deputy Under Secretary for Health for Operations and Management (10N)
Director, Veterans Integrated Service Network 16 (10N16)

Management and Review Service (10B5)

To Report Suspected Wrongdoing in VA Programs and Operations
Call the OIG Hotline — (800) 488-8244
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Executive Summary

Introduction

The VA Office of Inspector General (OIG), Administrative Investigat] ivisi
investigated whether [P17¥0)

rcprised against a subordinate contracting officer; whether he and two of his
subordinate supervisors reprised against a contractor employee when they requested,
without justification, that she be removed from her VA assipnment; and whether

adc false statements to OIG investigators.

On [P17XC) land a warranted
contracting officer, awarded a task order to Intemnet Securily Systems, Inc. (SS) without
competition, citing urgent and compelling circumstances. The award was for the forensic
analysis of 17 compact disks containing what was believed to be the same veteran
information that had been stolen in May 2006 from a VA employee’s residence. The task
order was set to expire after 11:59 p.m., June 2. Early on June 2, VA officials determined
additional time was needed to complete the analysis, and in the early morning hours of
June 3, in anticipation of a signed blanket purchase agreement and associated task order,
another AQS contracting officer authorized ISS to continue its work.

Results

We substantiated that |®7( engaged in a prohibited personnel practice, reprisal,
when he, in effect, threatened [P |with a demotion and when he gave
a letter of counseling because(® ") |refused to award a second sole-
source task order to ISS, who instructed|™"”"" to make the award,

made the threat and issued the counseling letter even though by that time he knew, based
on legal counsel, that his instruction was unlawfyl, [P0 lactions were also an

attempt to usuarp [P7HC) authority as a{®""®
urp

We did not_substantiate _that [®7C | and two' of his subordinate supervisors,
[PATHe) reprised against a contractor employee when

they requested that her employer remove her from the contract. However, we found they
did not have a well-documented basis for their actions. Individuals who worked more
closely with the contractor employee told us they were pleased with her performance and
said the problems that arose occurred while the contractor employec was following their
instructions or trying to adhere to contracting regulations.

Finally, we found thatf”™*® " ]did not testify honestly during our interview with him.
He falsely testified that he did not direct[®7*) to award a second, sole-source
contract to ISS; did not intend that ISS would be awarded the second contract; did not

remind at he was still on probation; and was told by a senior VA official

VA Office of Inspector General i
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that the Assistant Secretary for Information and Technology did not want [®7© |
involved in the second contract action.

We recommended that the Deputy Assistant Secretary for Acquisition_and Materiel
Management ensure that appropriate administrative action is taken againstf™©____for

engaging in a prohibited personnel practice against[©""! | for attempting to usurp
[ex7iC) lauthority as a contracting officer, and for making false statements to OIG

investigators.

Comments

The Deputy Assistant Secretary for Acquisition and Materiel Management concurred
with the recommendations. We will follow up to ensure the recommendations arc

implemented.

JAMES J, O’'NEILL
Assistant Inspector General for
Investigations

VA Office of Ingpector General
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Introduction

Purpose

The VA Office of Inspector General (OIG), Administrative Investigations Division,

investigated an  allegation that [EITIC)

OITHE) in the Office of Acquisition and Matericl Management,
reprised agamst a subordinate contracting officer. Based on information obtained during
the course of this investigation, we also investigated whether "™ and two of his
subordinate supervisors reprised against a contractor cmployee when they requested,
without justification, that she be removed from her VA assignment, Finally, this report
discusses that, while under oath,[*™*“made false statements to OIG investigators.

Background

oITIC) land a warranted
confracting officer, awarded a task order for the forensic analysis of 17 compact disks
containing what was believed to be the same veteran information that had been stolen in
May 2006 from a VA employce’s residence. The purpose of the analysis was to

determine what information may have been compromised. @

l{b)t?)w)

was the responsible program office official for the procurement, [°X©
recommended that Internet Security Systems, Inc. (ISS) be awarded the task order.

awarded the task order to ISS without competition, citing urgent and
compelling circumstances. The task order was set to expire after 11:59 p.m., June 2,
2006. Early on June 2,7 Jand others determined additional time was needed to
complete the analysis, and in the early morning hours of June 3, 2006, in anticipation of a
signed blanket purchase agreement and associated task order, another AOS contracting
officer authorized ISS to continue its work,

In July 2006, we initiated an administrative investigation into alleged improper
procurement practices associated with the above procurements. The investigation also
focused on an allegation that 97" |reprised against[®7© |atter I“?')‘g ) |
refused to award a second sole-source task order to ISS on the grounds that doing so
violated the Federal Acquisition Regulation (FAR).

Scope and Methodology

This report addresses issues relative to["© |conduct, and the conduct of two of
his subordinate supervisors, [®Y7)C) _ l
‘sz-:vum | We interviewed |~

BITRC) | and other VA officials and VA contractor

employees knowledgeable of the circumstances relevant to the alleged inappropriate

VA Office of Inspector General
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conduct, resigned from VA when we initiated this investigation and
declined to be interviewed. We reviewed [27 | and [P written
accounts of a June 2 contract strategy meeting, a letter of counseling|”"" gave to
[N |relevant electronic mail messages and other correspondence, and the
Oftice of Acquisition and Materiel Management’s contract for acquisition support
services. We also reviewed applicable Federal law and regulations, and Merit Systems
Protection Board rulings.

The results of our investigation into whether the procurements awarded to ISS were
appropriatc are addressed in 4 separate report.

VA Office of inspector General
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Results and Conclusions

Issue 1: Whether Mr. Carlisi reprised against Mr. Mannion
for refusing to award ISS a second sole-source task order

Findings
We substantiated that [ | commitied a prohibited personnel practice, reprisal,
against |®7XC) |by threatening to demote him and by giving him a letter of

counseling for failing to obey his instructions to award a second, follow-on sole-source

task order to ISS. At the time of the reprisal actions,[©7C___ |knew a second sole-
source award to ISS was prohibited by the FAR.

Federal statute prohibits a supervisor from taking, or threatening to take, 2 personnel
action against an employee because the employee refused to obey an order thai would
violate the law [5 U.S.C, §2302(b)(9)]. The Competition in Contracling Act requires
executive agencies to “obtain full and open competition through the use of competitive
pracedures in accordance with the...Federal Acquisition Regulation” [41 U.S.C.
§253(a)(1})]. The FAR authorizes contracting officers to enter into contracts and to make
related determinations and findings. Contracting officers are responsible for ensuring
that all requirements of law and regulations have been met. Additionally, the FAR allows
contracting officers wide latitude to exercise business judgment [FAR 1.602-1].

Under certain circumstances, the FAR exempts orders placed under a Federal Supply
Schedule from the requirements to conduct full and open competition. One circumstance
when this may apply is when the work is a “logical follow-on” to an original Federal
Supply Schedule order, but only if the original order was not previously issued under
sole-source or limited source procedures [FAR 8.405-6(b)(2)].

|{PITRE) | a staff attorney assigned to the Office of General Counsel (0GC),
Professional Staff Group 5, told us that on |®)7¢) |he reviewed and, with minor
changes, approved the justification for the initial sole-source task order to ISS. He said at

approximately 7:30 p.m. that evening, [97
Fbwc) lﬂ contractor employee working with AOS to provide acquisition

support services, discussed that the FAR required competing additional contract needs
beyond the first sole-source task order awarded to ISS. told us everyone at
the meeting understood that the initial contract was an urgent requirement limited to 48
hours, and any contracting efforts for additional services would have to be competed.

A second meeting was held the next day, June 2, at 12:45 pm. In atiendance. among

others, were [P/
[ErTeT

‘tW?s(C) | old us he was not in the office at the time this meeling began, and

VA Offica of inspactor General
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(LHTHC)

attended in his place.) According to minutes of this meeting edited and
approved by [#7XO) | explained in detail to those present that the FAR
did not permit a “follow-on” contract to be issued to 188 without competition because the
first contract was not competed. He said, rather, the follow-on action had to be
competed. The minutes document that neither ™" | nor (P | considered
competing the procurement to be a viable option because they believed the data already
collected would be lost, the learning curve required by another contractor would delay the
project, and monies already obligated to 1SS would be wasted. The minutes state that

(BXHCY told [PX7XC) |he would not sign a contract that was not competed, but
©X7NC) directed him at least four times to sign such a contract (a modification to the
original). In our interview with [?17)C) |he confirmed that his version of what

happened in the meeting was as stated in the meeting minutes.

[PX7XC) confirmed that, at the June 2 meeting, was “cmphatic” that

he did not believe a second sole-source procurement could be awarded to 1SS, and that

[P Inevertheless ordered him to do so. According to [P0
told [*"7©) he was relying on the advice [F77© | previously gave them.
[exxe told us he did not know what that previous advice was, but said at the time

of this meeting he believed a sole-source award conld be justified and voiced that opinion
to (PN He said [®C1__ eelied on his opinion and orderedto
make a follow-on sole-source award. InfP7*© | written account of the meeting, he

acknowledged directing|®"1© to sign the procurement, noting “OGC involvement
and approval.”

Following the meeting,[P7° and|"*"™ | went
to [P7XE) | office to discuss the matter further, [>"*¢ said he reiterated

what he had told them the previous day, and showed them the applicable section in the
FAR. [®7© |told us that, at this point, he reversed his position and, instead,
suggested that AOS process a request for a deviation from the FAR or comply with the
requirement for competition.

told us that later on June 2, around 5:30 p.m., “threatened” him

when, after he continued to refuse to award s second sole-source contract to ISS,

ENTHE) reminded him of his probationary status, According to ('

told him to “be very careful, after all, P ] you are on probation.”
foKTHC) said|>7HO |brought up the fact of his probation at least twice that day.
deﬂied commenting about/”""® |probationary status, However, two

AOS program analysts told us they were standing ncarby and overheard
remind that he was on probation. One of the analysts told us she was

standing in the area of the office fax machine when she heard [~ object to
signing a sole-source document and then heard|[®"® Jtell [P he was still
on probation. The analyst said that when 27 | made that comment, his voicc was

loud and she heard it clearly. The second analyst told us that, around 5:30 p.m. that

VA Office of Inspactor Geperal
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evening, she also was in the area of the office fax machine and overheard [ lJand
ONTHT) talking about signing a contract, She said she heard [®" |remind
hat he was on probation.

On[™ ] following the com

itive award of the blanket purchase agreement and
associated task order to ISS, [P issued [PXNC) | a letter of counseling,
stating that during the June 2 meeting, “refused verbal instruction from me
to be the Contracting Officer (CO) on an action that was deemed legally sufficient.”
(PXTXE) also cited [P/ for disrespectful conduct, [*7¥) | told us that
was ncver disrespectful towards[P7IC) but to the contrary, was
subdued when refusing to obey [PX7(C! |instruction to make the second award,

Conclusion
[Br7KE) engaged in a prohibited personnel practice, reprisal, when he threatened
b)Enm:) !

. by reminding him that he was on probation and when he gave [°¥"*) i
a letter of counseling, [P71°) | mention of ptobation in the context in which it was
made amounted to a threat to demote [P7XC) | Both the threat and the counseling

letter were in response to[®7XC [refusal to award a second sole-source task order
to ISS, who instructed to make the award, meade the threat and
issued the counseling letter even though by that time he knew his instruction was
unlawful. [P |twice advisedmat issuing a sole-source follow-on
task order in this instance violated the FAR, and [~ though he initially
believed a sole-source follow-on was appropriate, promptly sought clarification of the

issue and then advised he would have to seek approval to deviate from the
FAR before proceeding with the second sole-source action.

Additionally, instruction to [P |to award the sole-source task

order constituted an attempt to usurp the authority given to a contracting officer under the
FAR,

Recommended Action(s) 1, We recommend that the Deputy Assistant Secretary for
Acquisition and Materie] Management ensure that appropriate administrative action is

taken against [®7)1C) |for engaging in a prohibited personnel practice against
B, |and for attempting to usurp [P/ _|authority as a contracting
officer.

The Deputy Assistant Secretary concurred with the recommendation. (See Appendix A.)
We will follow up to ensure that the recommended action is taken,

VA Office of ingpector General
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(b7 HT)

Issue 2: Whether
reprised against a contractor employee when they requested
her removal

Findings

We did not substantiate that [ |reprised against
XX |when they asked that she be removed from VA's contract with the company
that employed her, [FI7KC) | Federal law prohibits
cmployees who have authority to take personnel actions from reprising against other
employees or applicants for employment [5 USC §2302(b)X8)]. is a

contractor employce and is not protected under this statute, Additionally, whistleblower
protections afforded to contractor employees under the FAR do not apply in this situation
because the FAR protects contractor employces from reprisal by their own employers,
but not by a Federal manager [FAR Part 3.9]. Nevertheless, we found that [P J

BX7YC) did not have a well-documented basis for their actions.
(EATHC) | also misrepresented to us that they did not ask for
(OXTHC) removal from the contract. On other matters, we substantiated that
[»7©) inappropriately changed > |work schedule and inappropriately

questioned [P labout his contact with the OIG.

The contract between VA and provides that personnel assigned byto
perform work under the contract must be acceptable to VA “in terms of personal and
professional conduct and technical knowledge.” The contract allows the VA contracting
officer to request, at any time, that a[*"" Jemployee be immediately removed from the
assignment if it conflicts with the interests of VA or if the employee’s performance is
deemed unsatisfactory.

VA contracted with[P"'C) Jamong other companies, to provide the Office of Acquisition

and Materiel Management administrative and acquisition support. On [PX7C |
the contracting officer for these support contracts, requested that each company
designate one of its employees as its senior representative and single point of contact,
responsible for monitoring all its other employees supporting VA. On July 7,.
Senior Business Developer, [PX7/C) | nominated [** o for the position and

on July 17 [PI°XST " |approved an increase in contract funds so [P could be
given an increase in salary to compensate for her additional responsibilities,

BXTHC) assignments at the time of our investigation were in support of [P |
%x;w
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BXINC) l requested, without justification, that
OXTHO) be removed from YRCI's VA contraci,

On August 9, at [P | request, [T fmet with
(BUTK told us that at this meeting the three VA officials requested that
he rcmove [©7"! | from the VA contract. He said [

specifically requested her removal, and that he was “absolutely certain” [P\ |
concurred with their request because he [ |was party to every part of the
conversation. According to [ |that conversation included discussing that he
would call to his office the next day, inform her she would not be returning
to VA, and collect her VA identification badge, [P said he shared with
OXTHC) | the resume of a potential replacement for
fpx7e) land that the three VA officials discussed among themselves how they would
redistribute her workload.

(PX7KC) told us [¥7XC) | cited three performance issues

as reasons for wanting [©7 removed, The first was that there had been hearsay
that was previously transferred from her first VA assignment because she
could not get along with others. The second issue was that had not
performed successfully on certain training contracts she was assigned and was
uncooperative when those contract files were reassigned 10 another person. The third
performance issue¢ was that [T | as the newly appointed scnior
representative, was being disruptive by holding{®""*® |staff meetings without permission
from VA managers and inviting non-employees.

Regarding departure from her first VA assignment, sum:;:o»rting;_ﬂﬁ}t’ﬁj&lgu_j
Benefits Administration (VBA), [P the(*®
€ Jwhom supported at the time, told us [®NC | was reassigned

after a complaint that she was difficult to work with, [PK)© | said the incident that
prompted the complaint concerned a written justification for a contracting requirement,
which was improperly preparcd by the VBA program office. [EX7%CT___|told us he
reviewed the justification document and discovered that required elements were missing.
Because it was the program office’s responsibility to prepare the justification document,
he told [BI7C) to work with them fo correct it. According 1a[® _ |program
office staff resisted [ |efforts to work with them to make corrections. He said
the program office was not correcting the document to his satisfaction, and [FX7(C) |

was caught in the middle. 7" Jtold us program office officials advised him they

wanted [©Y¥7)C) transferred out of VBA, so he arranged the transfer to [P{XC) |
EITRET | said [P7XC] |had done nothing to warrant her removal from VBA, and
a“7_‘l‘|b)4 T

7 Jtold us he had gotten positive feedback from®©___lregarding[”"* |

performance.  [PI7IC) | told us they never talked to
about e [before meeting with ®7©  ]and did not know the

specifics of what prompted VBA to seek her transfer.
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Regarding [ | work on training contracts, contracts for the Acqguisition
Training and Career Development (ATCD) Division in the Office of Acquisition werc
initially assigned to team but then reassigned to team, [F070 |
told us that when the contracts were transferred from his team, [PX7XC) | was assigned
responsibility for them. said he had a good working relationship with the
ATCD Chief, but after the contracts were assigned to the Chief began
complaining to him about receiving poor service. On one occasion, the Chief complained
about problems issuing contracts with hotels, and asked [P0 look into the matter.
A lune 27, 2006, electronic mail message from the Chief documents that one issue he
was upset about was that the contracting staff required the hotel contracts be competed.
told us he took it upon himself to conduci an “unofficial” inquiry into the
Chief’s complaints and found that Ms. Roberts had not accomplished any work on those
contracts,

As a result of his findings, P71 ]said he suggested to B |and [7©) ]
that the contracts be reassigned back to his team., said when the contracts were
transferred baCk, refused to cooperate with his staff. For example,[PXC ]
said that whenever anyone from his team called [P 1o ask a question about a
contract, her standard answer was, “it’s in the file.” He said as a result of her refusal to
cooperate, and because of a lack of documentation in the contracting files, his team had

to start [rom the beginning on all contract actions and redo all the paperwork.

[T told us he learned about the problems with the training contracts indirectly
through [PX7C) | told us that, although the Chief complained to him

informally, he did not know the specifics of what the problems were.

(PXTHC) told us she never received a complaint against [7C) | for_ any work
did on the training contracts and that she was very happy with [*7
performance. She said if there was a problem transferring the files back to[®7__|then
it was also her fault because she andworked together. [PXTHC | denied
that she was uncooperative during the transfer of the contracts. Both [B7C |and
Y7THC) told us they believed the ATCD Chiefs compleints stermmed from
insistence that the regulations be followed. On July 20, [P{7*© |
submitted to[®" __|a summary of problems she was experiencing
with ATCD, including that they submitted contract requests at the last minute and
without adequate supporting documentation, and that they resisted following FAR
requirements and guidelines of the Government Accountability Office,

Regarding the third performance issue,[P™° ] told us that shortly afier {**¢ |
ﬁ ,,

became the senior[?"© |representative, she initiated staff meetings with[ - |and non-

{b)ITHC)

®INe) | employees without fiest coordinating with the VA managers. He said onc non-
employee who was assisting him was pulled away from a priority project and told
to report to a diffcrent building for one of the meetings. He said when he tried contacting
BIATHC) to ask why she had invited that employee, she did not return his telephone
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messages. We note, however, that[*" _|told us he tried contacting only

hours bcﬂgrs he complained to [[ex7re about her non-responsiveness, also
o) said that | e did contact the non- |employee that morning to explain why

he was invited, [E1)C) |told us they had no first-hand knowledge
that {*7¥%) | was inappropriately convening staff meetings.

(BXTHC] said she held two staff meetings after she became the senior
representative.  She said both meetings lasted less than 30 minutes and were used to
allow her to “meet and greet” the employees working on site, and to take care of
certain administrative activities such as passing out application forms so the employees
could obtain VA identification badges. told us she mistakenly believed one
individual was a [P Jemployee, and invited that person to the meetings, That
individual was actually an employee of another VA contractor. In explaining this error,
told us he had several conversations with after she was appointed
as the senior representative and, during these conversations, he mistakenly referred to a
new[®7C kmployee by an incorrect first name, a name that was the same as the non-
[P Temployee[®X ¢ |invited to the staff meetings, [FXC) said she thought
the person she invited to the meeting was the same person [PX7C) referred to during
their earlier conversations, also told us he was the one who asked
as senior representative, to convene mcetings for the cmployees

supporting VA,

According to both [ | and [®"7© | they only asked 10 remove
‘

as the senior representative; they said they did not ask for her complete
rcmoval from the contract. However, confirmed that he, [PX7/C and

- |asked [P ]¢o remove [P0 | from the VA contract and place

her on another| " jcontract.

anceled [P7°C |compressed work schedule.

The Statement of Work for VA’s contract with [> '~ |states that the services [P770_]

provides will be conducted consistent with the core working hours of the sponsoring
Office of Acquisition and Matericl Management organization. AOS permifs its
employees to work compressed work schedules.

PTS Ttold us she learned in mid-July that [F7°© | cancelled her compressed
work schedule, She said she asked [P | to reconsider, but he told her he needed
someone in the office at all times. According to he mentioned to

[®C " "that he noticed from the time cards that P70 | was working 9-hour

days and suggested [P7XS |look into the matter because he thought contractor
employees were supposed to work 8-hour days. He told us the reason AOS used

contractors was to ensure daily coverage in the office. [P |said it was his
understanding that contractor employees could work a compressed work schedule but

[F7T__ ldirected him to change[F _ |schedule to an 8-hour day.
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b7 1C) . . y
inappropriutely questmne about an OIG interview.
During our investigation, P |questioned Wabautl‘b T meeting with

an OIG investigator. On the night of August 16, following our interview with [PX7C) |
that day, [*/7) sent [P7XS)_ ]an electronic mall messac chastising him for not
letting him know that he met with the OIG that day. [ seid he learned of the
interview through a third party. [P7%°) lasked [P7__ |“What is going on?” and
why he met with us. He told %) |he was relieving him of his role as acting [PC_]
i) |for that week.

[PTCT_]said the next day he complained to[57° |

[®X7HC) | confirmed this and said [P0

suggested [V was retaliating against him. However, PI7XS)  ltold us that after
he spoke with|”""” __ |he met with "™ ) and said BT was apologetic for
having sent the electromc message and reinstated him ag®™" "%

told us he was following policy implemented by his predecessor when he
questioned [?7XC "labout his meeting with the QIG. He provided us a February 16,
2005, electronic mail message written by the then acting AOS Director, in which she
directed AOS staff to personally inform her of all contact with OIG and to brief her
before speaking with any OIG staff regarding AOS acquisition issues. [P7'
subsequently rescinded that policy.

Conclusion

While we did not_substantiate that 7" reprised
against®™T T they did not have a sufficient basis to request that emove her
from the VA contract to which she was assigned. They did not sufficiently investigate
the circumstances surrounding the incidents they cited as reasons for wanting her

removal. Regarding her performance in VBA, the contracting specialist she supported

there told us [PI7XC) |was following his instructions and had done nothing to warrant
her remaval. However, [©X7)C) told us they did not talk
BITHE] l

to that contracting specialist before raiging the incident with[®
performance on the training contracts was not problematic, according to [2X7] | and
the complaints the ATCD Chief made tomay have been more in response to the
contracting staff’s insistence on following FAR requirements than on [*/7%¢) |
progress in servicing the Chief’s needs. Neither{~""® Inor [PX7XC) Jhad first-
hand knowledge of the details of the disagreements. Finally, [*X"XC | staff meetings
appear reasonable in light of her new additional responsibility for monitoring other
contract employees supporting VA, Her explanation for the invitation she gave to a non-
employee to attend the meetings supports the conclusion that it was an honest

mistake. Again, she was following instructions (from {""” @ when she convened the
meetings. [*17YC) Jand [EX7XC) | mistepresented to us that they did not request
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removal from the VA contract when they testified that they requested only
that she be removed as senior representative,

inappropriately changed®™S__ Jwork schedule from 9-hour to 8-hour
days, even though the 9-hour day was consistent with the schedule of AOS employees

and therefore in compliance with the[?""" [contract. Finally,[™ |inappropriately

questionedabout his contact with the OIG. That situation was quickly resolved.

Issue 3: Whether[”""” made false statements to OIG
investigators
Findings

Federal regulations require VA employees to furnish information and testify “freely and
honestly” in cases respecting employment and disciplinary matters [38 C.F.R. §0.735-
12(b)].

While under oath on August2, 2006, F™° | made false statements to OIG
investigators concerning his activities and conversations on June 2, 2006, involving the

second procurement from ISS. For example, on several occasions during the intervicw,
denied that, from the time he realized a follow-on contract was needed, he
intended to award it sole-source to I8S, and he denied that he directedto
award the second sole-source contract — or any contract — to ISS. Because several
witnesses contradicted his testimony, we repeatedly questioned on these
points. He was steadfast in his denial. He denied that he ever implied or told anyone ISS
was going to be awarded the second contract, that he understood ISS neceded to be
awarded that contract, and that he mandated or influenced the contract going to ISS.
Finally, he denied that he and [®XD©) | disagreed about whether or not the
procurement should be sole-sourced.

[P | provided swom testimony contradicting
[P [denials. They told us they heard[P7FCT |direct[P— |to award

¢ second sole-source contract to ISS on several occasions during the June 2 meeting.
[PHTNC) | documented this in the minutes of that meeting and testified that
|BTHC) lon several more occasions afler the meeting, directed him to sign the sole-
source contract with ISS.  Additionally, {27 | testimony contradicted
assertion that it had not been his intent from the bcginning to award the
second contract to ISS. According to[P7" | twice told him senior VA
officials did not want the second contract competed,

Documentary evidence also shows that [P0 | directed [PF0O [to award a
second sole-source contract to ISS and that [2X71¢) | intentions were to ensure that
ISS was awarded the second contracl. On the aftenoon of June 2, [F7C |sent an
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electronic mail message to |*“ | directing him to prepare a “sole-source”

justification, a deviation to the FAR, and a task order. Additionally,[%7"" | letter
of counseling to[FI7xC) | discussed above, stated that [P | “refused verbal
instruction from me to be the Contracting Officer.” Finally, in [®*7© | account of
the Junc 2 meeting, he stated that Y7 — ]“was specifically required to make an
urgent and compelling award....Awarding to another contractor would have delayed
VA’s efforts in continuing the forensic analysis of this sensitive veteran information,”

During our second intervicw with """ | he told us that during the August2
interview he had been under a preat deal of stress as a result of the data [oss incident and
had simply forgotten that he directed [PX7KC) J to award the second sole-source
contracl or that he always intended to award ISS the second contract,

[P Talso gave false testimony regarding whether he threatened 7" |
i

probationary status, Both times we interviewed he testified he did not make
any statement to [ | regarding his probation. However, as discussed above,

two AOS program analysts testified they overheard[®”"“) | make such a comment.

As a final cxample["™ | falselv testified that he was told the [77C) ]
e did not want [®)X7XC) | working

on the second contract action, [P71C) |said that, during the June 2 meeting, he and
[PX7HC) |disagreed on what procurement strategy to use and that * was

oud and disrespectful. said the meeting was interrupted by the VA Secretary
and and that before they entered the room, while standing outside the door,
they overheard |(®)7XC) |comments, According to after the Secretary

and (V7 {entered the office, the meeting ended and everyone departed, but he was
asked to remain. He said then commented io him that hc was upset over
[BxTre) | lack of support. said the [*7©)
DHTIC) later told him [P also complained to him about
BXTIC) saying he did not want[Bx0i€  Jworking on the follow-on acquisition,
[P™€ Tiold us he did not recall ever saying anything to["7>___ Jor to
about [27*) | According to [P0 |expressed his frustration and
concern that the first contract would expire and the analysis work would stop, but said
[PM© " Inever mentioned anything about[FI7C) | also denied ever
making any remarks about [PX7C) | to [BX7 | or in any way directing or
suggesting to [0I7IC) [that he replace [**) | In a follow-up interview with us,
@%Ljdid not change his testimony cven though we told him both [®/7*¢) j and
tcstimony contradicted his own.
Conclusion
TBXTHE)

did not testify honestly during our interview with him. He falsely testified
that he did not direct ") lto award a second sole-source contract to ISS; did not
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intend that 1SS would be awarded the second contract; did not remind [P |that
he was still on probation; and was told by [P¥7S Jthat [PUX©) | did not want
inve]ved in the second contract action. Because the ¢vents in question were
relatively recent and directly involved[® "> | we do not find credible his explanation
that he forgot his instruction to[®*"© land forgot his intentions regarding the 1SS
follow-on contract. Regarding [©" |other false statements, we find the testimony
of the other witnesses we interviewed to be more objective and believable.

Recommended Action(s) 2. We recommend that the Deputy Assistant Secretary for
Acquisition and Materiel Management ensure that appropriate administrative action is
taken against "7 | for making false statements to OIG investigators concerning
matters relating to his employment,

The Deputy Assistant Secretary concurred with the recommendation. (See Appendix A.)
We will follow up to ensure that the recommended action s taken.

VA Office of Inspector General 2
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Appendix A

Deputy Assistant Secretary Comments

Department of
Veterans Affairs Memorandum

Date: March 8, 2007

From: Deputy Assistant Secretary for Acquisition and Materiel
: Management (049)

Subject: Administrative Investigation - Reprisal and False
Statements, Acquisition Operations Service, VA

Central Office
To: Office of the Inspector General

We have reviewed the subject report, and our responses to the
recommendations for the Office of Acquisition and Materiel
Management are attached. We concur with the |
recommendations,

SIGNED
Jan R. Frye
Attachment

L‘ N
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Deputy Assistant Secretary’s Comments
to Office of Inspector General's Report

The following Deputy Assistant Secretary’s comments are
submitted in response to the recommendation(s) in the Office

of Inspector General’s Report:

OIG Recommendation(s)

Recommended Action(s) 1. We recommend that the
Deputy Assistant Sccretary for Acquisition and Materiel
Management ensure that appropriate administrative action is
taken against [PI7C) | for engaging in a prohibited
personnel practice against [>7) | und for attempting to
usurp [PH7C) authority as a contracting officer.

Concur Target Complction Date: 03/30/2007

Recommended Action(s) 2. We recommend that the

Deputy Assistant Secretary for Acquisition and Materiel H
Management ensure that appropriate administrative action is
taken against for making false statements to OIG
investigators concerning matters relating to his employment.

Concur Target Completion Date: 03/30/2007 |
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Appendix B

OIG Contact and Staff Acknowledgments

(DI7)(C) ——

OIG Contact Judy Shelly,

Acknowledgments Charles Millard
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Appendix C

Report Distribution
VA Distribution

Deputy Secretary (001)
Chicef of Staff (00A)

General Counsel (02)

Assistant Secretary for Management (004)

Assistant Secretary for Information and Technology (005)

Deputy Assistant Secretary for Acquisition and Materiel Management (049)

To Report Suspected Wrongdoing in VA Programs and Operations
Call the OIG Hotline — (800) 488-8244
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Dffice of Inapectior General
Washington DC 20420

March 28, 2007

—RESTRICTEDREPORT

The Office of Inspector General issued the enclosed report — Administrative
Investigation - Improper Payments to Physicians VA Medical Center,
Tampa, Florida (Report No. 06-00089-107) on March 28, 2007.

‘This unredacted report is being distributed to you for your information only. The
information contained in the report is subject to the provisions of the Privacy Act
of 1974 (5 U.5.C.§552a). Such information may be disclosed only as authorized
by this statute. Questions conceming the release of this report should be
coordinated with the Department of Veterans Affairs, Office of Inspector General.
The contents of this report must be safeguarded from unauthorized disciosure
and may be shared within the Department of Veterans Affairs on a need-to-know
basis only.

We are providing an unredacted copy for your information only.
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DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector General
Washington, DC 20420

TO: Director, Veterans Integrated Service Network 8 (10N8)
Regional Counsel, Bay Pines, FL (516/02)

SUBJECT: Administrative Investigation - Improper Payments to Physicians, VA
Medical Center, Tampa, FL (2006-00089-1Q-0016)

Summary

We substantiated that management at the VA Medical Center in Tampa, FL, which
includes the Orlando Healthcare Center and the Brevard Qutpatient Clinic, improperly
gave certain full-time physicians cash awards totaling $362,800 between January 2005
and January 2006 for working extended hours and weckends. Following the Tampa
Medical Center Director’s rcquest for guidance on the propriety of this practice, a staff
attorney in the Bay Pines Office of Regional Counsel advised him to continue giving the
awards until the Office of Regional Counsel could render a decision but, due to
miscommunications within that office, no one followed up to give the Director definitive
advice. Even after the Bay Pines Regional Counsel advised the Orlando Chief of Staff
that such awards were not authorized, the Chief of Staff chose to continue the practice.

Introduction

The VA Office of Inspector General, Administrative Investigations Division, investigated
an allegation that full-time physicians at the VA Medical Center in Tampa, FL, including
at the Orlando Healthcare Center and the Brevard Outpatient Clinic, improperly received
cash awards for working evenings and Saturday clinics. The Orlando Healthcare Center
was converting to an independent medical center at the time of our investigation. We
investigated but did not substantiate another related allegation, and do not discuss it
further.

To assess the allegation, we visited the VA Medical Center in Tampa to interview the
Medical Center Director, former Chief of Staff, and Chief of Human Resources; and
visited the Office of Regional Counsel in Bay Pines, FL, to interview the Regional
Counsel and a staff attorney. We also conducted telephone interviews with other VA
employees, including the Orlando Healthcare Center’s Chief of Staff and the former
Tampa Medical Center Acting Director. We examined documentation of awards given to
physicians between January 2005 and January 2006, relcvant electronic mail and other
correspondence, and VA policies.
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Results

Issue: Whether physicians at the Tampa VA Medical Center Improperly received
cash awards

VA policy prohibits paying full-time physicians an exira amount (in addition to their
regular annual rate) for duty on legal holidays, Saturdays, Sundays, at night, and overtime
because they are employed on the basis of availability for duty 24 hours a day, 7 days a
week [VA Handbook 5007, Part V, Chapter 2, paragraph 2a]. Further, VA policy does
not authorize the use of cash awards as an incentive to encourage employees to work a
particular shift [VA Handbook 5017, Part III, Appendix B].

According to the former Acting Director of the Tampa Medical Center, some time in
2004 the facility began asking physicians in certain specialties to work extended evening
and Saturday clinics to help reduce a patient backlog that had recently worsened.
Management compensated these physicians on a biweekly basis for the cxtra time they
spent at the facility by giving them cash awards. Each award amount was calculated
based on the number of hours the physician worked and the physician’s hourly rate of
pay. For example, radiologists received $150 for each hour they worked in the extended-
hours clinic. The former Acting Director told us that the awards were the only
mechanism the facility had for compensating the full-time physicians, The Human
Resources Chief told us she did not consider this practice improper as long as the awards
were based on hours worked and rates of pay, and noted that giving such awards was a
common practice throughout VA,

According to documentation of physicians’ awards, between January 2005 and January
2006, 35 full-time physicians cmployed by the Tampa Medical Center, including the
Orlando Healthcare Center and the Brevard Outpatient Clinic, received awards totaling
over $362,800. Over half these physicians reccived 36,500 or more, and 5 of them
received over $18,000. One physician, a radiologist at the Tampa Medical Center,
received over $72,500. The physicians’ supervisors recommended the awards and the
former Chief of Staff in Tampa or the Chief of Staff in Orlando, the Human Resources
Chief or a Human Resources Specialist, and the Deputy Director or Director concurred.

In late October 2005, the Medical Center Director, Mr. Forest Farley, learned that the
Regional Counsel in Decatur, GA, advised the Director of the VA Medical Center there
that the practice of using the incentive awards program to compensate physicians for
volunteering to work beyond their tours of duty to reduce a backlog of new patients was
contrary to Federal pay regulations goveming physicians. The Regional Counsel in
Decatur noted that the Office of General Counsel and the Compensation and
Classification Service in VA Central Office concurred with his assessment, He suggested
to the Decatur Medical Center Director that, as an alternative to receiving awards based
on hours worked, physicians could be given performance pay under the new physician
pay plan based on the results their extra work accomplished.
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Adminisbrative investigation - Improper Payments to Physicians, VA Medical Center, Tampa, FL

As a result of the Regional Counsel’s advice to the Decatur Medical Center, the Tampa
Chief of Staff issued an October 24, 2005, memorandum to all clinical service and
section chiefs discontinuing the physician awards, and Mr, Farley sought guidance from
the Regional Counsel's Office in Bay Pines, FL.. In an October 27, 2005, electronic mail
message, [©}7XC) |a staff attomey in Bay Pines advised Mr. Farley to continue
the practice until his office could obtain additional facts and render a decision. Based on
this guidance, the Chief of Staff then issued another memorandum reinstating the
physicians’ awards. At the time of our review several months later, Mr. Farley told us he
was still awaiting a decision from the Office of Regional Counsel on the matter.

Also in late October 2005, [FX7XC)

[ex7ie) |learned of the Decatur Regional Counsel’s advice to the Decatur
Medical Center Director and, independent of Mr, Farley’s request for guidance, contacted
the Bay Pines Regional Counsel for advice on the appropriateness of the Orlando
facility’s practice of giving awards to physicians. In a November 25, 2005, electronic
mail message, the Bay Pines Regional Counscl responded, advising that “the
specific incentive and special pay salary enhancements based upor hours of work that
your facility may currently be utilizing is not authorized by law or regulation....” Like
the Decatur Regional Counsel, the Bay Pines Regional Counsel suggested that, under the
new physician pay plan, physicians could be given performance pay in a lump-sum
amount at the end of the fiscal year, tied to the accomplishment of goals. (The new
physician pay plan limits performance pay to $15,000 a year.) The Regional Counsel
also suggested that physicians could be given special contribution awards as long as they
were not based on hours worked. |(b)‘-7)(c‘ told us that, afer receiving the Regional
Counsel’s advice, he learned from someone in Mr. Farley’s office that (B¢ ] told
M. Farley to continue the practice pending more detailed investigation. He said based
on that, and on advice from staff in Orlando, he decided to continue giving physicians
awards as he had in the past.

Both the Bay Pines Regional Counsel and told us they were aware that
and Mr. Farley had discussed this issue, but said they did not share the
Regional Counsel’s November legal advice with them. 771 Jtold us he did not
share the legal advice with Mr. Farley because he believed that was Regional Counsel’s
responsibility. The Regional Counsel told us she was not aware there was an official
request for legal advice from Tampa, noting that facility never provided her office
particular facts. She said she was not aware that[P7C_ Jtold Mr. Farley to continue
the practice of giving physicians awards, and was not aware Mr. Farley was awaiting a
response from her office. tald us that in October 2003 he received a copy of an
electronic mail message from the Regional Counsel to [PC)  |assumed she was

handling the requests for advice from both Mr. Farley and and took no
further action.
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Conclusion

Tampa Medical Center managers improperly approved giving certain full-time physicians
at the Tampa Medical Center, including the Orlando Healthcare Center and the Brevard
Qutpatient Clinic, awards totaling over $362,800 for working evening and Saturday
clinics to reduce patient backlogs. When Mr. Farley andleamed this practice
could be improper, they separately sought advice from the Office of Regional Counsel in
Bay Pines. Due to miscommunication, [PX7€) Jwas advised VA had no authority to
give the awards, but Mr. Farley was not so advised. According to %7 Jown
testimony, he ignored the written opinion of the Regional Counsel, his senior legal
advisar. Instead, he chose to rely on hearsay aboutadvice and on advice
from non-legal staff in Orlando, and continued providing awards to physicians based on
the extra hours they worked. The miscommunication between and among VA attorneys
and facility managers was clearly deficient and should be improved. In particular, in
light of the Decatur Regional Counsel’s advice, [P |should not have advised
Mr. Farley to continue awarding cash to physicians for working extra hours, and should
have followed up to ensure Mr, Farley’s request for advice was satisfied. :

Recommended Action(s) 1. We recommend that the Dircctor, Veterans Integrated
Service Network 8, cnsure that appropriate administrative action is taken against
[ Jfor improperly allowing physicians to be awarded cash based on the number
of hours they worked in excess of their normal duty hours, after he received advice from
the senior legal advisor in the region not to do so.

Recommended Action(s) 2. We recommend that the Director, Veterans Integrated
Service Network 8, direct Mr. Farley to immediately cease paying physicians at all
facilities under his authority, including the Orlando-Healthcare Center, cash awards based
on hours worlked in excess of normal duty hours,

Recommended Action(s) 3. We recommend that the Bay Pines Regional Counsel
take appropriate action against for advising the Tampa VA Medical Center
Director to continue awarding cash to physicians based on hours worked in excess of
normal duty hours, and not following up to ensure the Director's request for advice was
satisfied,

Comments

The Director, Veterans Integrated Service Network 8, agreed to take, and stated that he
did take, appropriate administrative action against[7*S | but he also noted that
several advisors, including the Tarmupa Medical Center’s Human Resources Officer, failed
to either articulate clear direction or created confusion regarding recommending and
approving the awards. Regarding the recommendation to immediately cease paying
physicians cash awards based on hours worked in excess of normal duty hours, the
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Network Director concurred and stated that the Tampa Medical Center stopped the
awards when the Network Direclor received the draft report, and that Orlando had
already stopped the practice. The Director’s comments were responsive to our
recommendations and we consider both recommendations resolved,

The Bay Pines Regional Counsel agrecd to take, and stated thar she did take, appropriate
administrative action againstP™_ | for not following up to ensure the Tampa Medical
Center Director’s request for advice was satisfied. We consider this part of the
rccommendation resolved. Regional Counsel did not agree that administrative action
should be taken againstfor advising the Tampa Director to continuc awarding
cash to physicians based on hours worked in excess of normal duty hours. She stated that
the facts, issues, and applicable law were being developed so that a proper response could
be provided. We disagree thatadvicc was appropriatc. He was aware that an
attorney at another regional counsel’s office had advised that VA c¢ould not give incentive
awards to physicians for voluntcering to work beyond their tour of duty to reduce patient
backlogs. We do not find it plausible that the particular facts of the two cases would be
so different that they would change preliminary advice to the Tampa
Director. We are issuing our final report with this part of the recommendation
unresolved. ’

The Netwark Director’'s comments and the Regional Counsel’s comments are in
Appendix A. '

4 JAMES J. O'NEILL
Assistant Inspector General for
Investigations
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Appandix A
Director Comments

Department of
Veterans Affairs Memorandum

Date: February 16, 2007

From: Director, Veterans Integrated Service Network 8 (10N8)

Subject: Administrative Investigation - Improper Payments to
Physicians, VA Medical Center, Tampa, FL

To: James J. OWNeill, Assistant Inspector General for
Investigations

I have recently reviewed my November 13, 2006 response to
you. While I stand by my original explanation, I have
amended my original response from non-concumrence to
concur,

(original signed by:)

George H. Gray, Jr.

L—-——_—*—-—-:— ——— i
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Director’'s Comments
to Office of Inspector General’s Report

The following Director’s comments are submitted in response
to the recommendation(s) in the Office of Inspector General’s
Report;

01G Recommendation(s)

Recommended Action(s) 1. We recommend that the
Director, Veterans Integrated Service Network 8, ensure that
appropriate administrative action is taken against [®7X°) l
for improperly allowing physicians to be awarded cash based

on the number of hours they worked in excess of their normal
duty hours, after he received advice from the senior legal
advisor in the region not to do so.

Concur, In Part Target Completion Date: Done

There are several advisors, such as the Tampa HR Officer,
that failed to either articulate clear direction or through their
lack of aggressive involvement created further confusion
regarding recommending and approving the awards. In spite
of these breakdowns I have taken the imtiative to orally

counsel [®X7)XC) regarding your findings and your

conclusions of improprieties.

Recommended Action(s) 2. We recommend that the
Director, Veterans Integrated Service Network 8, direct
Mr. Farley to immediately cease paying physicians atr all
facilities under his authority, including the Orlando
Healthcare Center, cash awards based on hours waorked in
excess of normal duty hours.

Concur Target Completion Date: 10/16/06

L—m
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Upon receipt of the draft O1G report, the Directors of Tampa
and Orlando were directed to immediately cease paying
physicians cash awards based on hours worked in excess of
normal duty hours. Tampa stopped the practice on October
16, 2006 and Orlando had stopped on May 11, 2006. |

0y s N *—'—J
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Department of

Veterans Affairs Memorandum
Date:  October 34, 2006
From: Regional Counsel, Bay Pines, FL (516/02)

Subject: Administrative Investigation - Improper Payments to
Physicians, YA Medical Center, Tampa, FL

To: Judy Shelly, Director of Investigations (51Q), Office of
Inspector General

lm—— m_—-—-—_-A
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Regliona! Counsel’s Comments
to Office of inspector General’s Report

The following Regional Counsel’s comments are submitted in
response to the recommendation(s) in the Office of Inspector
General’s Report:

OIG Recommendation(s)

Recommended Action(s) 3. We recommend that the
Bay Pines Regional Counsel take appropriate action against
for advising the Tampa VA Medical Center
Director to continue awarding cash to physicians based on
hours worked in excess of normal duty hours, and not
following up to ensure the Director's request for advice was
satisfied.

Concur, In Part Target Completion Date: 01/19/07

Bay Pines Regional Counsel does not concur that action
should be taken against in relation to advising the
Tampa VAMC to continue the award process status quo
during such time as the facts, issues and applicable law were
being developed in order to properly respond.

Regional Counsel does concur that action should be taken

against for not following up to obtain any needed
information or facts and to ensure the Director’s request for

advice was satisfied. A written admonishment has beer given

to regarding this failure.

VA Office of Inspector General 10
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OIG Contact and Staff Acknowledgments

{b)(7HC)

OIG Contact Judy Shelly,

Acknowledgments Kristinn Watkins
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Report Distribution

VA Distribution

Deputy Secretary (001)

Chicef of Staff (00A)

Executive Secretariat (CC1B)

Under Secretary for Health (10)

Principal Deputy Under Secretary for Health (10A)

Deputy Under Secretary for Health for Operations and Management (10N)
Director, Veterans Integrated Service Network 8 (10N8)

Management Review Service (1085)

Regional Counsel, Bay Pines, FL (516/02)

To Report Suspected Wrongdoing in VA Programs and Operations
Call the OIG Hotline - {800) 488-8244
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basis only.
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DEPARTMENT OF VETERANS AFFAIRS
Office of inspector General
Washington, DC 20420

TO: Director, Veterans Integrated Service Network 23 (10N23)

- SUBJECT:  Administrative Investigation — Improper Recruitment Bonus, VA
Nebraska-Westemn [owa Health Care System Omaha, NE (2006-01135-
1Q-0129)

Summary

We substantiated that the Director of the VA Nebraska-Western lowa Health Care
System (NWIHCS) improperly approved a $12,834 recruitment bonus for an employee
when the employee voluntarily transferred to NWIHCS. The facility’s [®X7©) i
[BX7XC) | recommended approval of the bonus, thereby failing to
provide the Director appropriate policy advice.

Introduction

The VA Office of Inspector General (OIG), Administrative I[nvestigations Division,
investigated an allegation that Mr. Albert Washko, NWIHCS Director, and

[x7ie) | improperly approved a
$12,834 bonus for an employee who accepted a downgrade to return to NWIHCS. We
investigated but did not substantiate another related allegation and do not discuss it in this
repott.

Prior to|®N7iC) |was the [BI7C] |
[P*T Jfor the former VISN 14, stationed in Lincoln, NE. In [P0 |after °

VISNs 13 and 14 merged and he was not selected as thelzlfor the-combined Network, . ¢
was detailed to NWIHCS in Omaha, He was assigned responsibility for

improving data accuracy and management for the purpose of improving decision-making

at the facility, and reported directly to Mr. Washko. In [P | was

selected for a reassignment as thein VISN 8, Bay Pines, FL. When he

departed NWIHCS, Human Resources Management Service staff prepared a posmon

description coverin s[P7CT | had performed, classified the position as a
[EXT70

and began writing a vacancy announcement to advertise it.
Approximately 2 wecks afier [°%%©  |reported to VISN 8, and beforc the Health
Systems Specialist position was advertised, he asked to return to Nebraska due to an
immediate family member’s unforeseen serious medical condition.




Administralive Investigaticn - Improper Recruitment Bonus,
VA Nebraska-Westemn lowa Health Care Systern, Omaha, Nebraska

To assess the allegation, we interviewed Mr. Washko, [P | We
reviewed documentation associated with [®X7XC) |recruitment bonus, his personnel

records, pertinent electronic mail messages, and applicable VA policy.

Results

Issue: Whether Mr. Peters improperly recommended, and Mr. Washko improperly
approved, a recruitment bonus

In response P | request to return to NWIHCS, [P | advised him that he

could fill the newly created [27 |but that he would
need to voluntanily accept a downgrade. According to [BX7€) | he was “more than
willing to do that,” and in a May 26, 2005, electronic mail mcssage to Mr. Washko and

[ee) | stated he was requesting “a voluntary change to lower grade - to
®K7XC) ...to support my personal desire to relocate to the
Nebraska-Western lowa Health Care System to meet family needs.” His change to lower
grade in Omaha was effective June 12, 2005. In conjunction with his return to NWIHCS,
bY7HC) recommended, and Mr. Washko approved, a $12,834 recruitment bonus for
In return, [P lagreed to complete 12 months of service at NWIHCS.
Although the initial documentation related to the bonus characterized it as a recruitment
incentive, when we asked for that documentation, [FXC)_ ]told us he discovered it
should have been a relocation incentive, and he “corrected” the paperwork.

VA policy assigns facility directors responsibility for the “fair, equitable, and fiscally
responsible” administration of recruitment and relocation benuses, and for ensuning that
the bonuses are determined in accordance with the recommending and approving criteria
defined in the policy. The policy assigns Human Resources Management Officers
responsibility for advising management on the provisions of the policy, providing
technical advice, and ensuring the completeness of requests. The policy prohibits paying
a recruitment bonus to individuals who are already Federal employees. The policy in
effect at the time[®"C___requested to return ta NWIHCS required that, in order for an
employee to be paid a recruitment or relocation bonus, the approving official must
determine that without the bonus, “it would not be possible to fill the position with a high
quality candidate,” Current policy states that the approving official must determine that
. without the incentive “it would be difficult to fill the position with a high quality
candidate.” Both policies require the approving official to document that, in determining -
if an incentive should be authorized, he or she considered factors such as: (1) turnover
and past success in filling similar positions; (2) differences betrween Federal and
community pay for the position; (3) the work environment or location; (4) unique
qualifications relevant to the position; and (5) labor market factors. Finally, the policies
require that the amount of the bonus be reasonably corrélated to the difficulty
experienced in obtaining a high quality candidate. [VA Handbook 5007, Part VI, Chapter
2, April 15, 2002 and October 13, 2005]

VA Office of inspeclor General 2
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VA Nebraska-Western lowa Health Care Syslem, Cmaha, Nebraska

improperly recommended, and Mr. Washko improperly approved, the
recruitment bonus for[P™C | The initial June 2005 recommendation and approval
for a recruitment incentive did not include documentation that these officials considered
the factors identified above when determining if the bonus should be given, but in
response to our request for such documentation in April 2006, they noted that the position
was new and the competencies required were significantly dissimilar to other positions at
NWIHCS, and thus comparisons to other recruitments were meaningless. They further
noted that the cost of living in Omaha was not a negative factor in filling the position, and
no special work environment, location, or labor market considerations existed.
Regarding relevant unique qualifications, they noted that [PK luniquely fit with the
data management needs of NWIHCS as he had made significant improvements in the
facility’s data management while he was dectailed to NWIHCS. In May 2006, when
and Mt. Washko amended the paperwork to reflect that received a
relocation incentive, rather than a recruitment incentive, they wrote that the position was
unique to NWIHCS to meet the data requirements of the Director, and that
when previously dctailed to the Director, established the current system of data
management tools and reports, They wrote they did not anticipate that NWIHCS would

be able to employ anyone else who possessed[P7")  Tunique knowledge, skills and
abilitigs, at teast without having to offer a full recruitment bonus to attract the individual.

B confirmed that he reccived the $12,834 bonus. Ie told us he was not aware
Mr. Washko planncd to offer it to him until the day he processed back in at NWIHCS. At
the time we interviewed him in May 2006, he said that, had he not been given the bonus,
he would have returned to NWIHCS but would not have stayed oncc his personal issucs
were resolved.

Mr. Washko told us attracting talented people to Omaha had been difficult, and he
believed in particular that filling the newly created [*1/XC position
with someonc as qualified as[”*® " |would have been “very difficult.” He said this,
coupled with his knowledge that [*"*®  |had been periodically contacted by other
organizations trying to recruit him, had already left NWTHCS once, and was looking for a

BRIXE) justified the bonus. Mr. Washko told us he wanted to demonstratc to
(bY7XE) that he desired to retain his services. He noted that the bonus paid to

was small compared to the moving and other expenses he might have had to
pay someone clse. Mr. Washko acknowledged that never asked for a bonus

and was surprised to receive it.

[P told us that the motivation behind paying a bonus to was

“altruistic” in nature; however, he acknowledged that the bonus ensured [*7"Y __ lwould
rernain at NWTHCS for at least a year and provide stability and progress in the area of
data management. He confirmed that[?’"¥® lhad not asked for the banus, but only
wanted to return to NWIHCS. He said[®“*©  |was not in a position to “bargain” for
any bonus because of his personal situation, and told us he and Mr. Washko believed it

VA Office of Inspector General 3
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was unconscionable to take advantage of[P"C) by not reimbursing him for the skills
he brought to the position. [P told us the amount paid to [P Jwas equal to
the amount of salary he lost as a result of accepting the downgrade. He said, had
not taken the position, the facility almost certainly would have advertised it
with a 25 percent recruitment bonus, and it could have taken up to a year to fill the
position.

According ta [P | resigned his NWIHCS posilion in[©77 lto

accept employment in the private sector, [PX7C) |said [PX7)
ﬁzb){?xm

position was then abolished.

Conclusion

improperly recommended, and Mr. Washko improperly approved, a $12,834
recruitment bonus for Initially approved as a recruitment incentive, it was
. improper because VA policy prohibits giving recruitment incentives to individuals who
are already Federal employces. Further, whether characterized as a recruitment or a
relocation incentive, it was improper because requested and voluntarily
accepted the position, with the downgrade, absent the bonus. He did not know he was
receiving it until he reported for duty. VA policy required Mr. Washko and[®€) }q
demonstrate that it would not be possible to fill the position with a high quality candidate
in the absence of a bonus, and current policy requires them to demonstrate it would be
difficult to fill the position. In either case, the fact Lhatrcquestcd and accepted
the position for his own benefit, and did not know he was going to be offered the bonus,
negates any argument that the position was otherwise impossible, or even difficult, to fill.
Mr. Washko failed to ensure the decision to offer the bonus complied with VA pelicy,

and [*X7CT " failed 1o appropriately advise him.

Recommended Action(s) 1. We recommend that the Dircector, VISN 23, cnsures
that appropriate administrative action is taken against{®X7X®) | for improperly
approving a $12,834 recruitment bonus for[®7C |

Recommended Action(s) 2. We recommend that the Director, VISN 23, ensures
that appropriate administrative action is taken against[PX7) |for improperly advising
Mr. Washko regarding the bonus paid tot‘”"v?m |

Recommended Action(s) 3. We rccommend that the Director, VISN 23, ensures
that a bill of collection is issued toi‘b“‘”‘c’ to recover the $12,834 improperly paid to
him.

VA Office of Inspector General : 4
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Comments

The Director, VISN 23, concurred with the recommendations. His response is in
Appendix A. We wil) follow-up to ensure thc recommended actions are fully
implemented.

-~ JAMES J. O’NEILL
Assistant [nspector General for
Investigations

s A

VA Office of inspector General
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Appendix A
Director Comments
Department of
Veterans Affalrs Memorandum
Date: February 9, 2007

From: Director, Veterans Integrated Service Network 23 (10N23)

Subject: Administrative Investigation, Improper Recruitment
Bonus, VA Nebraska-Western lIowa Health Care System,
Omaha, Nebraska

To: Director, Administrative Investigations Div. (51Q)

Attached are the responses to Administrative Investigation
Draft Report (2006-01135-1Q-0129)

{original signed by:)
ROBERT A. PETZEL, M.D.

Network Director

VA Office of inspector General 6
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VA Nebraska-Western lowa Health Care System, Omaha, Nebraska

Director’'s Comments
to Office of Inspector General’s Report

The following Director’s comments are submitted in response
to the recommendation(s) in the Office of Inspector General’s
Report:

OIG Recommendation(s)

Recommended Action(s) 1. We recommend that the
Director, VISN 23, ensures that appropriate administrative !

action is taken against Mr. Washko for improperly approving
a $12,834 recruitment bonus for

Concur Target Completion Date: April 6, 2007

Recommended Action(s) 2. We recommend that the
Director, VISN 23, ensures that appropriate administrative
action is taken against [P7¥) for improperly advising
Mr. Washko regarding the bonus paid tof>© |

Concur Target Completion Date: Apﬁ] 6, 2007

Recommended Action(s) 3. We recommend that the
Dircctor, VISN 23, ensures that a bill of collection is issued to

[P Tto recover the $12,834 impropérly paid to him. L

Concur Target Completion Date: April 6, 2007 J

VA Office of Inspector General 7
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Appendix B

OIG Contact and Staff Acknowledgments

OIG Contact Judy Shelly |7
Acknowledgments Charles Millard
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Report Distribution
VA Distribution

Deputy Secretary (001)

Chief of Staff (00A)

Executive Secretariat (001B)

Under Secretary for Health (10)
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DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector General
Washington, DC 20420

TO: Director, Acquisition Operations Service (049A3)

SUBJECT: Administrative Investigation — Improper Contracting Procedures,
- Acquisition Operations Service, VA Central Office, Washington, DC
(2006-00797-1Q-0019)

Summary

We substantiated that contracting officials in the Acquisition Operations Service, Office
of Acquisition and Matericl Management, VA Central Office, circumvented the
requirement for full and open competition by non-competitively issuing a task order
under a blanket purchase agreement to a contractor afier asking that contractor to
subcontract with a subject-matter expert specifically identified by VA. We also
substantiated that one of these officials issued an advisory and assistance task order
without first obtaining the required approval.

Introduction

The VA Office of Inspector General, Administrative Investigations Division, investigated
allegations regarding contracts for services to the Veterans Health Administration’s
(VHA) Chief Busincss Office in VA Central Office. We did not substantiate the specific

allegations but during the course of the investigation, we determined that [P7C) H
GBI

BXTHCT [and one of his subordinates, [©) |
EXTHE) | circumvented the requirement

for full and open competition to acquire the services of a subject-matter expert the Chief
Business Officer identified by name. We further determined thatdid not obtain
approval from the Deputy Secretary prior to issuing an advisory and assistance task order,
as required. To conduct this investigation, we interviewed|®(©) | the
Chief Business Officer, a contractor representative, and others. We reviewed pertinent
contract documentation and applicable Federal law and regulations, and VA guidance.




Administrative Invesligation — Improper Contracting Procedures
Acquisition Operations Service, VA Central Office, Washington, DC

Resuits
Issue 1: Whether [*7©) |properly competed a contract for
the Chief Business Office

Federal acquisition regulations require contracting officers to ensure that all requirements
of law, regulations, and other applicable procedures are met before entering into a
contract {48 CFR §1.602]. In accordance with Federal law, the regulations require
agencies to obtain full and open competition through the use of competitive procedures,
unless expressly authorized by statutc to do othcrwise [48 CFR §6.101, 41 USC

§253(2)(1)(A)].

On [PK7X9) | responsible for supporting
VHA'’s Chief Business Office, issued a task order in the amount of $224,998 to Native
American Industrial Distributors, Inc. (NAID), an American [ndian and service-disabled
veteran-owned small business. The task order was for the services of a subject matter
expert, [°\C) |to evaluate VHA’s private sector purchased care efforts.
The Chief Business Officer told us he knew[®© prior to assuming his position, as
they had previously worked together in the private sector and in the Air Force.

The task order for services was issued under an existing blanket purchase
agreement (BPA) that the Acquisition Operations Service had previously established with
NAID on behalf of the Chief Business Office. Under the terms of the BPA, VA would
issue NAID a task order and, in response, NAID would submit a proposal which
identified the individuals or entities who would perform the work through a
subcontracting or other arrangement with NAID. If the proposal was acceptable, VA
would award the task order, NAID's technical proposal for the BPA stated that its
success in satisfying customers’ needs depended heavily on its ability to team with prime
contractors and subcontractors to bring the best individual talent forward. Federal
acquisition regulations authorize the use of contractor team arrangements (48 CFR §9.6].

|PXC) | told us the Chief Business Officer requested procuring [P |

services because of[P7%9__Thackground in private healthcare. [2¥7) | said he

told the Chief Business Officer he would try to identify a means by which the Acquisition
Operations Service could do this. He said he and[’""@ | then discussed using the BPA
with NAID to obtain services. According to the Chief

Business Officer did not pressure him to accomplish this procurement.

(BITXC) onfirmed that the Chief Business Officer recommended thc services of

[ and that he and [P 1 determined they would try to obtain thosc

services by using the existing BPA with NAID. [PM©  Jtold us the Chief Business

Officer did not pressure him to procure") 7! |services. He said he discussed with
NAID representatives the possibility of that company subcontracting with [PX7(©) ]

VA Office of Inspector General 2
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and said they agreed to do so. [®7X© told us his office did not compete the
procuremnent because the BPA with NAID was already awarded competitively.

NAID's Vice President of Business Development told us[?""®__ |advised him that a VA
program manager needed a particular cxpert, [P/ land told him that if NAID
could obtain under a subcontract, then VA could issue NAID a task order

using the existing BPA. [B7CT_ ]had no business relationship with NAID prior to
]

discussion with NAID regarding the potential task order.

issue 2: Whether obtained approval for an advisory and assistance
contract

Federal acquisition regulations define contractual advisory and assistance services as
including services that provide assistance or advice for the efficient and effective
management and operation of Govemnment organizations, activities, or systems.
According to the regulations, examples include efforts that support or contribute to
improved organization of program management, logistics tnanagement, project
moniioring and reporting, and data collection. The regulations further define advisory
and assistance services as including services that provide organized, analytical
assessments or evaluations in support of policy development, decision-making,
management, or administration. The outputs of advisory and assistance contracts may
include information, advice, opinions, altenatives, analyses, evaluations,
recommendations, and the day-to-day aid of support personnel. [48 CFR §2.101] Office
of Acquisition and Materiel Management guidance requires that all VHA requests for
advisory and assistance services estimated to cost $100,000 or more be approved by the
Deputy Secretary [IL 049-04-08, paragraph 7a].

On June 8, 2005, [*'"”  |submitted a statement of objectives to a representativc of
Booz Allen Hamilton, Inc., requesting that company provide a quote to provide support
in managing improvements to VHA’s revenuc program and in helping to determine the
future revenue cycle business model to be implemented across VHA. The statement of
objectives specifically sought support in completing an oversight review addressing the
current state and futurc direction of the program, including a detailed assessment of
capabilities and a set of recommendations for moving forward. Two days earlier, on
June 6, 2005, the Chief Business Officer told n an electronic mail message that
key VHA officials were “ready to facilitate A&A approval.”

On August 4, 2005, following the identification of additional funds,["*"*’ |issued a
request for quotations for an cxpanded effort. The August request for quotations sought
contractor support to the Chief Business Office in managing VHA’s revenue-cycle
metrics, goals, and business processes. According to the statement of work contained
within the request for quotations, contractor support was needed to (1) review various
components of the revenue cycle, to communicate areas of concern, and to provide
recommendations for improvement; (2) develop economic analyses, retum-on-investment
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studies, and business cases for cfforts related to the revenue cycle; and (3) develop a
template for extracting data related to revenue-cycle metrics. On August 26, 2005, a
representative of Booz Allen signed a $447,493 task order issued by Mr. Nale for a time
and material effort to accomplish the above work.

[P¥ )T told us he did not consider the task order to be an advisory and assistance effort
because specific technical deliverables, as opposed to advisory services, were specified,
and the effort was not intended to improve a management process, but rather to maintain
a process that was already established. He said that discussions with Booz Allen
representatives disclosed that the contractor’s analysis would be to determine the most
effective tools to use in program management, rather than to develop recommendations
on how to change the program. noted that the technical deliverables were
specified in Booz Allen’s proposal, submitted in response to the statement of objectives.
These deliverables included observations and recommendations; weekly program updates
to the Chief Business Officer; preparation of the Chief Business Officer for monthly in-
process reviews and advisory board meetings;, a communication plan to increase
understanding of the program; monthly status reports to the Chief Business Officer; and
other support services as requested.

Conclusion

With [P Iconcurrence,circumvented the requirement for full and
open competition by non-competitively issuing a task order under a BPA to NAID afler

asking NAID to subcontract with a subject-matter expert the Chief Business Officer
specifically recommended. While the BPA with NAID envisioned that NAID would
identify expert companies it needed to submit proposals responsive to VA’s needs, in this
case,[*7XC) made the task order contingent on NAID subcontracting
with the expert they wanted. We also substantiated thatissued Booz Allen an
advisory and assistance task order without first obtaining the required approval.
Although [PC)]contended the services did not constitute an advisory and assistance
effort, we disagree. The statement of objectives and statement of work issued
sought support for improving program management and decision-making, and required
deliverables such as recommendations, analyses, and studies, all of which are consistent
with the regulatory definition of an advisory and assistance contract.

Recommended Action(s) 1. We recommend that the Director, Acquisition
Operations Service, take appropriate administrative action against for
allowing to circumvent the requirement for full and open competition by issuing
a non-competitive task order to NAID after asking NAID to subcontract with a specific

subject-matter expert.

Recommended Action(s) 2. We recommend that the Director, Acquisition
Operations Service, take appropriate administraiive action against ibm(e) for
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circumventing the requirement for full and open competition by issuing a non-
competitive task order to NAID after asking NAID to subcontract with a specific subject-
matter expert; and for not obtaining the required approval before issuing an advisory and
assistance contract to Booz Allen Hamilton, Inc.

Comments

The Director, Acquisition Operations Service, concurred with the recommendations. He
did not provide additional comments, We will follow-up to ensure the recommendations
are fully implemented.

Investigations

VA Office of inspecter General
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Appendix A
Director Comments
Department of
Veterans Affairs Memorandum
Date: November 8, 2006
From: Dircctor, Acquisition Operations Service
Subject: Administrative Investigation — lmproper Contracting
Procedures, Acquisition OQperations Service, YA Central
Office, Washington, DC
To: Assistant Inspcctor General for Investigations
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Acquisition Operations Service, VA Central Office, Washington, DC

Director's Comments
to Office of Inspector General's Report

The following Director’s comments are submitted in response
to the recommendation(s) in the Office of Inspector General’s
Report:

OIG Recommendation(s)

Recommended Action(s) 1. We recommend that the
Director, Acquisition Operations Service, takc appropriate
administrative action against m for allowing
Mr. Nale to circumvent the requirement for full and open
competition by issuing a non-competitive task order to NAID
after asking NAID to subcontract with a specific subject-

matter expert.
Concur Target Completion Date: 12/15/2006
Recommended Action(s) 2. We recommend that the

Director, Acquisition Operations Service, take appropriate
administrative action against[* ") |for circumventing the
requirement for full and open competition by issuing a non-
competitive task order to NAID afler asking NAID to
subcontract with a specific subject-matter expert; and for not
obtaining the required approval before issuing an advisory
and assistance contract to Booz Allen Hamilton, Inc.

Concur Target Completion Date: 12/15/2006

VA Office of Inspector General 7
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Appendix B

OIG Contact and Staff Acknowledgments

OIG Contact Judy Shelly, [P/

Acknowledgments Nancy Solomon
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DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector General
Washington, DC 20420

TO: Director, Veterans Integrated Service Network 22 (10N22)

SUBJECT: Administrative Investigation - Improper Acccptance of a Gift and
Honorarium, and Misuse of Time, VA San Diego Healthcare System
(2005-02958-1Q-0009)

Summary

We substantiated that a part-time physician at the VA San Diego Healthcare System
improperly accepted a gift from a prohibited source, a cardiovascular medical products
company that does business with VA, when he allowed that company to pay for cxpenses
valued at $748.96 associated with a trip he took to the VA Southern Nevada Healthcare
System in Las Vegas to conduct official business. The physician also improperly
accepted a $1,500 honorarum from that company for the dinnertime presentation_he
made in [P7KC) | Other members of the San Diego staff who traveled to
and members of the l""“?m | staff who attended the dinner presentation, also
improperly accepted gifts from the prohibited source. We also substantiated that the
physician misused his official VA time to perform professional rcmunerated services for
the company on seven occasions between 2003 and 2005,

introduction

The VA Office of Inspector General, Administrative Investigations Division,
nvestigated an allegation that[*"" |a [B at the VA San
Diego Healthcare System, improperly accepted an expenise-paid trip tof®7*®

from Guidant Corporation, a cardiovascular medical products company that does
business with VA, We also investigated whetherreceived honoraria from
Guidant for performing his official duties and whether he appropriately took leave while
performing professional services for Guidant. [PV is responsible for working 60
hours each biweekly pay period. We intervicwed [P7X°) | other staff at the San
Diego Healthcarc Systern and the VA Southern Nevada Healthcare System, and a
Guidant representative. We reviewed documentation provided by Guidant supporting

payments the company made to during calendar years 2003-2005, and

VA time and attendance records. We also reviewed relcvant Federal
rcgulations and VA policy.




Administrative Investigation - improper Acceptance of a Gift and
Honorarium, and Misuse of Time, VA San Diego Healthcare System

Results

Issue 1: Whetherimproperly accepted a gift and honorarium

from Guidant Corporation

Federal ethics regulations generally prohibit employees from accepting a gift from a
prohibited source, defined as a person or corporation doing business, or secking to do
business, with the employce’s agency. According to the regulations, gifts include
lodging, meals, and transportation [$ C.F.R. §2635.202-204]. The ethics regulations
further prohibit an employee from receiving compensation from any source other than
the Government for teaching or speaking that relates to the employce’s official duties [5
C.F.R. §2635.807(a)]. According to the facility’s training records, attended
ethics training on several occasions beginning in June 2003.

On Friday, [P/ liraveled to Wto make a presentation
that evening to Southern Nevada Healthcare System staff in an effort to improve that
facility’s procedures for referring certain cardiology patients to the San Diego Healthcare
System. returned to San Dicgo the next day, Saturday [P0 | Five other
San Diego Healthcare System clinical staff also traveled o[P* | None of the five
are currently VA employees. According 1o)X/ both he and some of the other

San Diego staff were accompanied by a guest. w told us the presentation to
the staff was prompted by the fact that patients frcquently were making
several trips each from the area to San Diego because[FFRC__|staff were

not ensuring that all the preparatory tests and paperwork were completed. According to
he and the/ \

decided that a face-to-face meeting between the two staffs would be helpful.

oX7HE) _|identified ten physicians, nurses, and technicians from_the [FX70) |
facility who attended the meeting, including himself. A former [®X7AC) nurse, who
tracked the staff’s attendance at the meeting, confirmed that ten lWHC? lstaff attended.
Several are no longer VA employces.

Guidant Corporation paid for trip to including his air
($188.00), taxicab expenses ($98.00), and one night’s lodging ($325.91). [P7XS l
spouse, who is not a VA employee, flew tod at her own expense.) The
company also paid for dinner on Friday night for all attendees from both VA facilities
(33,056.79) and for a meal onr Sawrday for the San Diego staff ($158.19). Although we
did not identify additional attendees at the Friday dinner, the Guidant representative’s
expense report noted 30 people were in attendance, at a cost of $101.89 per person. Also
according to the Guidant representative’s expense report, nine people participated in the
Saturday meal, including the San Diego staff, — spouse, and the Guidant
representative, at a cost of $17.58 pcr person. (Although cthics regulations allow
employees to acceit iﬁs valued at $20.00 or less, we consider the amount spent by

Guidant on[PX7C— Jand his spouse during the ] trip to constitute one gift.)

VA Office of Inspector General

134



Administrative Investigation - improper Acceplance of a Gift and
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According o[ 1 Guidant also paid the air fare and/or lodging for the other San
4 p g

Diego staff. Finally, Guidant records document that the company paid
$1,500 honorarium for making the presentation m

(BRTIC) told us he did not recall how the decision was made that Guidant would pay
for the [PXC) | trip, but denied hc solicited the funding. He noted that Guidant

representatives were frequently present at the San Diego Healthcare System and may
have heard conversations about the need for the meeting and offered to pay for it
(BITHC) told us he probably did not attempt to obtain VA funding because he

belicved money was not available and said such trips were frequently sponsored by the
]

private sector. acknowledged that the meeting in was VA

mission-related.

[Ek7CS |supervisor, e ] told us he was aware of
the problems with referrals Trom{®7%® ___ Jand agreed it would be useful to have a facc-
to-face mecting with the staff there. Both he and the Chief of Staff told us the meceting
was mission-related, but the Chief of Staff said she did not leam about it until after it
occurred. A nurse formerly employed at the San Diego Healthcare System, who helped

arrange the trip and traveled with[BR770 {10 [PX0C) | told us she did not know
how Guidant became invalved in the funding. [PX7(C) | told us he was not involved

in arranging the mceting and was not aware that Guidant funded the dinner. Rather, he
told us he thought the dinner was paid by grant funds. The forracr nurse who tracked the
staff’ s attendance at the meeting also said she did not know how the dmmner
was funded. Finally, the Guidant representative mvolved in this event told us he did not
recall the specifics of it, but considercd it a legitimate educational activity that Guidant
appropriately supported.

Issue 2z WhetherC___ |misused his official time to perform

remunerated professional services for Guidant

VA policy requires part-time physicians to be engaged in VA work during their duty
hours unless they are in an approved leave status [VHA Directive 2003-001, paragraph
2f]. We identified seven occasions between 2003 and 2005 when d did not

take annual leave from VA while he was performing professional, remunerated servi
for Guidant during his VA duty hours. For example, on Monday, [PV l

traveled tOto speak at a private medical facility. He departed
EYTHC)
D)7 HE)

San Diego at 8:10 am and roturned at 7:00 pm. Guidant paid a 52,000
honorarium and $145 in travel expenscs for the day. However, VA duty
hours that day werc 10:00 am to 4:00 pm. His time and attendance records document that
he ook no leave.

VA Office of Inspector Genera) 3
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As described below, on four occasions in 2003,“ traveled on behalf of
Guidant to participate as an educator for a market research program. Each time, Guidan
paid him a $2,000 honorarium and travel expenses.

¢ On Wednesday,[®¥')) |traveled to and returned
on the morning of Thursday,[P7/ | His VA duty hours on[®"%®) | were from

8:00 am to 2:00 pm, but he took no lcave for the portion of that time he was
traveling for Guidant. Further, on [PV | was inappropriately
granted an authorized absence when he should have taken annual leave for his
scheduled hours, 8:00 am to 2:00 pm.

¢ _On Monday, [® | took annual leave to travel (o W
[BI7KE) His San Diego airport parking receipt documents that, upon his return
the next day, [ | ke left the airport shortly after 10:00 am.
Although his VA duty hours on October 7 began at 10:00 am, he took no leave.

o On[™" | Monday through Wednesday,~" " traveled 1o
[P Ile took annual leave for [PX7¥O) but not for
TITNCY [ His San Diego airport parking receipt documents that, upon his
return on |7 | he left the airport at 11:17 am, [FF7RC VA duty

hours on[PC__— hegan at 10:00 am, but he took no leave.

o On|™"Y | 2 Wednesday and Thursday, [F7C | traveled to
[BX7NC) | The program was held Wednesday,[P¥7%¢!~ [and [PX71°) |
returned to San Diego the next day, Thursday, [P | tle took annual leave

on[P Tbut took no leave on [P | His VA duty hours that day

were from 10:00 am to 4:00 pm.

On those dates whenretumed to San Diego f{ollowing travel on behalf of

Guidant, we could not determine when or if he reported for duty at the San Diego
Healthcare System. Finally, we identified two instances in 2005 when [BY7XC) B
performed professional remunerated services for Guidant during his VA duty hours and
was granted authorized absence to do so. The[®7* told us that during this
time he was on extended sick leave and the physictan who was acting for him
crroneously approved the two absences. These charges were comected during our
investigation.

Conclusion

‘unproperly accepted a gift valued at $748.96 from Guidant Corporation, a
prohibited source, when he allowed that company to pay for his air fare, lodgis eals
for himself and his spousc, and other expenses associated with an[F7 1] Itrip
he and other San Diego Healthcare System officials took to the Southern Nevada
Healthcare System in to conduct official business. He also improperly

VA Office of inspector General 4
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Honorarium, and Misuse of Time, VA San Diego Healthcare System

accepted from Guidant a cash honorarium of $1,500 for presenting information to the
w staff. Other members of the San Diego staff who traveled toand

members of thestaff who attended the PC_ | dinner, also improper
accepted a gift. As[P¥X%) [of their respective facility’s [PX7C) l
should have known that Guidant paid the expenses of the meeting and
should not have allowed the employees to accept Lhe gifts.

also misused his official VA time while performing professional

remuneraied services for Guidant on seven occasions between 2003 and 2005. He either
did not take annual leave at all, took an insufficient amount of leave, or was granted
authorized absence rather than taking annual Jeave.

Recommended Action(s) 1. We recommend that the Director, Veterans Integrated
Service Network 22, ensures that appropriale administrative action ts taken against
for accepting a gift from Guidant Corporation, a prohibited source; for
accepting an honorarium from Guidant for performing his official duties; and for
misusiag his official VA time to perform professional remunerated services for Guidant.

Recommended Action(s) 2. We recommend that the Director, Veterans Integrated

Service Network 22, ensures that l“b"m'ﬁc) ireturns £748.96 to Guidant, representing
the value of the gift he received associated with the[*"<! | trip to

and returns the $1,500 honorarium he accepted for speaking to othcr VA employees
about his official duties.

Recommended Action(s) 3. We recommend that the Director, Veterans Integrated
Service Network 22, ensures that takes appropriate amounts of annual leave
for the time he performed professional remunerated services for Guidant during his
official VA duty hours, or is charged absent without leave and billed for the value of the
time he misused.

Recommended Action(s) 4. We recommend that the Director, Veterans Integrated
Service Network 22, ensures that appropriate adminisirative action is taken against
[BH7CT _Ifor allowing VA staff to accept a gift from a prohibited source.

Recommended Action(s) 5. We recommend that the Director, Veterans Integrated
Service Network 22, ensures that current employees at the VA Southem Nevada

Healthcare System who attended the [P7"© | meeting in rcmm to

Guidant the value of the gift (dinner) they received from that company.

Comments

The Director, Vcterans Integrated Service Network 22, concurred with the above
recommendations, and told us that appropriate administrative action would be takcn
agamstand that he would be directed to reimburse Guidant for all monies

VA Cffice of Inspector General 5
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and benefits he received in connection with the trip 0[P ] The
Director further stated thatwould be allowed to request 27 hours of annual
leave to correctly account for the official VA time he misused performing professional
remunerated services for Guidant. Finally, the Veterans Integrated Service Network
Director told us appropriate administrative action would be taken against{™" "> Jand

{EN7XC) jand that employees who attended the meeting inP7© __ |would
return the value of the dinner they received. The Director’'s comments were responsive to
the recommendations and we will follow-up to ensure they arc fully implemented.

G

-

JAMES J. O’NEILL
Assistant Inspector General for
Investigations

VA Office of Inspector General 6



Administrative Investigation - Improper Acceptance of a Gift and
Honararium, and Misuse of Tims, VA San Diego Healthcare System

Appendix A
Director Comments
Department of
Veterans Affairs Memorandum
|
Date: October 31, 2006
From: Director, Veterans Integrated Service Network 22 (10N22)
Subject: Administrative Investigation - Improper Acceptance of a {

Gift and Honorarium, and Misuse of Time, VA San Diego
Healthcare System

To: Assistant Inspector General for Investigations (51)

VA Office of Inspecter General 7



Administrative Investigation - Improper Acceptance of a Gift and
Honorarium, and Misuse of Time, VA San Diego Healthcare System

Director’s Comments
to Office of Inspector General's Report

The following Director’s commenis are submitted in response
to the recommendation(s) in the Office of Inspector General’s
Report: |

0O1G Recommendation(s)

Recommended Action(s) 1. We recommend that the
Director, Veterans Integrated Service Network 22, ensures

that appropriate administrative action is taken agamst
for accepting a gift from Guidant Corporation, a
prohibited source; for accepting an honorarium from Guidant
for performing his official duties; and for misusing his official

VA time to perform professional remunerated services for
Guidant.

Concur Target Completion Date: 11/17/06

A Letter of Reprimand will be issued to Dr. Narayan
conceming the acceptance of a gift from a prohibited source,
and for misusing his official VA time to perform professional
remunerated services for Guidant Corporation.  In addition
the Letter of Reprimand will direct to complete
the training courses Ethical Conduct for Federal Employces
and Compliance and Business [ntegnty (CBI) Program on or
before October 30, 2006.

Recommended Action(s) 2. We recommend that the
Director, Veterans Integrated Service Network 22, cosures
that[PTC " returns $748.96 (o Guidant, representing the
value of the gift he received associated with the{®X/3<) |
[FF )erip loand returns the $1,500 honorarium he {
accepted for speaking to other VA employees about his
official duties.

Concur Target Completion Date: 11/17/06

VA Office of inspector Genera! 8
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The Letter of Reprimand described in Recommended Aclion

[, will direct [T Jto reimburse Guidant Corporation

for all monies and/or benefits received in connection with the
[{b)(m(;) trip to (BITHT)

Recommended Action(s) 3. We recommend that the
Director, Veterans Integrated Service Network 22, ensurcs
that takes appropriate amounts of annual leave
for the time he performed professional remunerated services H
for Guidant during his official VA duty hours, or i1s charged

absent without leave and billed for the value of the tume he
misused.

Concur Target Completion Date: 11/17/06

will be allowed to request Annual Leave in the H

amount of 27 hours to correctly account for his time on the
days referenced in this recommendation. T for which

annual leave should be requested are[*""® | 6 hours, H
[BY7HE) | 6 hours, [PITHC - 1 hour, l(b}{:')(f:} ]

BT T772 hours, [EX7IC) 16 hours, [P7C] I
woxe | . [ }6hours.

Recommended Action(s) 4. We recommend that the
Director, Veterans Integrated Service Network 22, ensures
that appropriate administrative action 1s taken against
[Prrxe) Ifor allowing VA staff to accept a
gift from a prohibited source.

Concur Target Completion Date: 11/17/06

[P __|will both reccive counselings
which will reiterate the necessity for them to properly advise
their subordinate employees regarding proper procedurcs with
regard to traveling and or speaking on behalt of the VA.

Recommended Action(s) 5. We recommend that the
Director, Veterans Intcgrated Service Network 22, ensures
that current employees at the VA Southern Nevada
Healthcare System who attended the [PX7©) | meeting

in[®7FS | return to Guidant the value of the gift (dinner)

they received from that company.

VA Office of inspector General 9
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Concur Target Completion Date: 11/17/06

Employees who attended the August 2003 function will
return the value of the gift (DINNER) they received. 7

e

VA COffice of Inspector General 10
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Appendix B
OIG Contact and
Staff Acknowledgments
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Acknowledgments Guy Durand
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DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector General
Washington, DC 20420

TO: Director, Veterans Integrated Scrvice Network 16 (10N16)

SUBJECT: Administrative Investigation — Misuse of Official Time by a Physician,
VA Medical Center, Oklahoma City, OK (2005-01545-1Q-0155)

Summary |

We substantiated that between July 1, 2003, and June 30, 2005, [?7* |at
the VA Medical Center in Oklahoma City, OK, misused authorized absences, sick leave,
and his official duty time on 18 days to participatc in a pharmaceutical company’s lecture
bureau, primarily as a presenting spcaker. The company paid the psychiatrist for his
services.

Introduction

The VA Office of Inspector General, Administrative Investigations Division, investigated
an allegation that [P ¥ | at the Oklahoma City
VA Medical Center, misused authorized absences and his official duty time to participate,
for compensation, in the speakers program of a pharmaceutical company, Eli Lilly and
Company. To assess the allegation, we interviewed [""°) _the former Chief, Mental
Health Service; the Chief of Staff; and other facility staff. We reviewed ™" time
and attendancc records from July 2003 to June 2003, his request for authorized absences,
a summary of his compensated activity on behalf of Eli Lilly during this time period, and
Federal law and VA policy. We did not substantiate a related allegation conceming

[P relationship to Eli Lilly.




Administrative Investigation, Misuse of Official Time by a Physician. VAMC Oklahoma City

Results

lssue:Whethermisused official VA time by performing professional
services on behalf of a pharmaceutical company

Federal law requires that full-time VA physicians who engage in outside profcssional
activities for remuneration fulfill a minimum 80-hour, biweekly VA tour of duty [38
U.S.C. §7423(a)]. VA policy allows physicians to be absent without charge to leave to
attend professional meetings and education and training activities that benefit VA and the
employee. Physicians authorized to be absent for such purposes are on official business
and are paid. The policy requires physicians to charge leave in 1-day increments.
Finally, the policy allows employees to charge sick leave when they are incapacitated for
the performance of their duties because of personal illness, necessary medical
examinations, or when a family member requires thc care of the employee [VA
Handbook 5011, Part III, Chapter 3].

Eli Lilly records document that on 60 days between July 2003 and Junc 2005

participated in one or more activities, for compensation, in that company’s lecture
bureau, primarily as a presenting speaker. On most of these occasions, PO H
charged annual leave or made presentations afier his VA duty hours, 8:00 am to 4:30 pm.
Howcver,VA leave records document that on 18 of these days he was either
authorized to be absent from duty for another purpose, was supposed to be on duty or, in
one instance, was in a sick leave status when he made one or more presentations. Lli
Lilly paid between $750 and $1,500 for each presentation.

(PXTHC) [VA leave records document that he was autharized to be absent from duty on
) In an August 22, 2003, memorandum from
[emne] through the former Chief, Mental Health Service, to the Chief of Staff,
BHTHE) requested these absences sa that he could make presentations, including travel
time, to the [®7)©) | and to unspecified “inpatient psychiatry
staff and trainees” in {&/%C) land in[>""% [ERIC) | stated in the

memorandum that he was not receiving honoraria for making these presentations.
Although the copy of thc memorandum we received contained no signatures, the former
Chief, Mental Health Service, told us he recommended approval of the absences and the
Chief of Staff said he likely approved them, [®/7 told us he requested the absences
to make a community service presentation in{?¢)  land to speak at the VA medical
centers in [RI7KC)

Eli Lilly records document that on the above dates also made presentations
for its lecture bureau, for which he was compensated, including a presentation each day at
noon and again between 5:30 pm and 7:00 pm, and a presentation on two of those days at
9:00 am. _The presentations were made at various locations in @7

(BI7THC) j (outside the [BXTXC) YJ area) at mental health and
counseling cenlers, hospitals, physician offices, restaurants, and a health insurance

VA Office of Inspectaer General 2
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. b)Y 7 HC . .
provider’s office. made the two morning presentations and four of the noon

presentations on days he was authorized to be absent solely to travel. In addition,
VA leave records document that on[PX"X<) |the day prior to being
authorized to speak in [BXC1__ lhe left work at 1:45 pm without charge to leave, but
with the former Mental Health Service Chief’s approval. Thai{b%%ﬁng at 6:30 pm,

[Be | made a presentation in [ |on behalf of Eii Lilly. told us the

presentation in[*""©  |was 3 hours from [P | Thus, he used his official
VA time to travel for Eli Lifly.

Eli Lilly records also document that "/ made noon presentations on eight other

occasions, without charge to annual leave, during the time period we reviewed. Six of
the presentations were in|®7© | including at the(® 7<)

[ENIED land a community mental health center; one was in [PX<) and one
was by telephone, [P [told us he takes 5 to 10 minutes to reach the [P7XS)

{®XXE) |and 10 to 15 minutes to reach the community center,
and that his presentations were 45 to 60 minutes long. told us the presentation
in w'was 30 minutes away, and that the former Chief, Mental Health Service,
approved his absence. Regarding the presentation made by telephone, TP Jtold us
the call lasted about 45 minutes and during that time, he interrupted his presentation to
answer a page and tend to other official VA business.

bY7HC)

Eli Lilly records document that on another occasion, made
a lecture bureau presentation at 2:00 pm in [PX7X©) | According 1o[®7X&! | VA
leave records, however, he was in a sick leave status at the time, [©¥7(©) ltold us he

did not recall the event. Finally,[P7%0 ltold us he participated in an Eli Lilly speaker

training session on [PXX©) | He told us he recalled arriving late for
a reception that evening. Eli Lilly records document that[PC ] departed

that day on a 2:15 pm flight. According to his VA leave records, he charged no
leave for his absence.

BNTIC) . . (R
acknowledged that on the days he was authorized to be absent m

he also made presentations for Eli Lilly, and that he made other presentations for that
company at noon time. He told us he did not realize it was improper for hun to generate
income while on authorized absence and said he used his lunch break for 2ll noon time

presentations. [PX7X0 |VA duty day includes 30 minutes for a lunch break. Further,
(BI7NC) said the Chief of Staff and the former Chief, Mental Health Service, were

aware of his activities. These two officials told us they knewwas making
presentations for Eli Liily, but were not aware he was doing so whilc on authorized
absence or when he was supposed to be on duty. The former Chief, Mental Health
Service, also told us he knew [P Jwas paid by Eli Lilly. He denied he approved
making the presentations while on autherized absence or at noon.

VA Office of inspector General ‘ 3
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Conclusion

bRTIHC)

On 18 days between July 2003 and June 2005, misused his authorized
absences, sick leave, and official duty time to make presentations, for compensation, as a
participant in Eli Lilly’s lecture bureau. Since physicians who are in an authorized
absence status are on official business and are paid,[P7C lis prohibited by law from
generating income for himself while on such absences. [7"° | misled his supervisors
when he requested authorized absences for purposes that also included generating income
for himself. While[®7© __ lused part of his Junch break to make many of the
presentations, by his own testimony these events exceeded the 30 minutes he is allowed
for lunch. Finally, he improperly charged sick leave to make one presentation, and failed
to charge annual leave when he left work early to attend speaker training, The former
Chief, Mental Health Service, and the Chief of Staff were awarcparticipated
in the lecture bureau, but they were not aware he used official duty time to do so.

Recommended Action(s) 1. We recommend that the Director, Velerans Integrated
Service Network 16, ensure that appropriate administrative action is taken against
[BTIC) |for misusing his authorized absences, sick leave, and official time; and ensure

that [®¥7C) leither takes annual leave or is charged absent without leave and billed for
the 18 days in question.

Comments

The Veterans Integrated Service Network 16 Director concurred with the

recommendation, but noted that[P7">_had resigned his VA appointment. He stated
that Dr. Dennis was issued a bill of collection in the amount of $7,882.17. The Director’s
comments are in Appendix A. They were responsive to the recommendation. We will

follow up to ensure collection action is taken.

DANIEY. R. PETROLE
Assistant Inspector General for
Investigations

VA Office of Inspector General
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Appendix A
Director Comments

Department of

Veterans Affairs Memorandum
Date: Apnl 27, 2006
From: Director, Veterans Integrated Service Network 16 (10N16)

Subject; Administrative Investigation - Misuse of Official Time hy
a Physician, VA Medical Center, Oklahoma City

To: Daniel R. Petrole

R ——— - —
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Director’s Comments
to Office of Inspector General’s Report H

The following Director’s comments are submitted in response
to the recommendation(s) in the Office of Inspector General’s
Report;

OIG Recommendation(s)

Recommended Action(s) 1. Wc recommend that the
Director, Veterans Integrated Service Network 16, ensure that
appropriate administrative action is taken against[°X"®

for misusing his authorized absences, sick leave, and official
time; and ensure that cither takes annual leave or
is charged absent without leave and billed for the 18 days in
question,

Concur Target Completion Date: 4-27-06

BITHE) J has resigned his appointment as a

[ENTE) |at this medical center and entered private practice.
Based on this report a bill of collection has been issued to

[E7%© for a total amount of $7,882.17.

VA Office of inspecior General 6
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Appendix B

OIG Contact and Staff Acknowledgments
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OIG Contact Judy Shelly,
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DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector General
Washington, DC 20420

T0: Director, Veterans Integrated Service Network 22 (10N22)

SUBJECT: Administrative Investigation — Misuse of Position, VA Greater Los
Angetes Healthcare Systemn, West Los Angeles, CA (Case 2004-02900-
1Q-0101)

Summary

We substantiated that an [PX7/C) | at the VA Greater Los Angeles
Healthcare System used her position for personal gain by living in Government quarters
while she eamed money leasing her own house.

Introduction

The VA Office of Inspector General, Administrative Investigations Division, investigated
an allegation that [(®Ji7XC) lat the VA Greater Los
Angeles Healthcare System, improperly lived in YA on-station housing while she leased
her own house to generate income. To assess the allegation, we obtained sworn, taped
testimony from Mr. Charles Dorman, the Healthcare System Director; [©X71C) |
BH7XC) supervisor; and othcr Healthcare System officials. We reviewed
request and authorization for VA quarters; income and expense data
pertaining to the leasing of her house; and applicable Federal law and regulations, and
VA policy.

Results

Issue 1: Whether[(b)(?’m Jused her position for personal gain by living
in VA quarters while she earned money leasing her own house

The Standards of Ethical Conduct for Employees of the Executive Branch prohibit
employees from using their public office for their personal gain [5 CFR §2635.702).
Federal law allows agencies to provide ecmployces with quarters when warranted by
conditions of employment or availability [5 USC §5911]. The law, however, prohibits an
employee whose pay is fixed by statute or regulation from receiving additional pay or
allowance, unless specifically authorized [5 USC §5536]. Thus, Office of Management
and Budget policy prohibits Federal agencies from using Government rental guarters as a
subsidy to employees [OMB Circular A-45, paragraph 5].
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Tn [PX7C) | submitted a request to rent quarters at the West Los
Angeles campus, and Mr. Dorman approved it. At the time,[PX7%0 land her
spouse owned a housc valued, according to [PH7¥C) lat over $2 million. That
house was located|P7)C) |
told us she requested to move into VA quarters when a neighbor asked if he could lease
het house while his was undergoing construction. She said she had been trying to sell the
house becausc it was too expensive to maintain, but had been unsuccessful and so agreed
1o the lease. [PX)(C) |said that after she began leasing the property and had moved
into VA quarters, her house was damaged by flooding and she was repairing it while the
renters remained living there. {7 |told us she informed both her immediate
supervisor and Mr. Dorman of the circumstances prompling her request to mave into VA
quarters. She also said she asked the former Facilities Management Chief if she was
eligible to live on-station and he told her she was. Based on financial dataf®X7%C) |
provided to us, her monthly rental income exceeded her monthly mortgage payment by
$5,364, or a total of $96,552 over the [8-month period between January 2004 and June

2005. During this time, paid $1,481 monthly to rent on-station quarters.

Mr. Dorman told us he did not recall [?¥7%C) |telling him she planned to lease her
house. He said he approved her request to move on-station because he understood that
her house was undergoing reconstruction. He said, had he known the true circumstances,
he would not have approved it. According to Mr. Dorman, he relied on a
recommendation by the former Facilities Management Chief, who told him he (the Chief)
and |17 J supervisor supported [P1)C) _|request.  Mr. Dorman said
that, after he approved the rental, Ms. Weintraub’s supervisor told him she did not
support it. He said at that point, however, he did not want to rescind his commtitment to

(bJ7RC) | Mr. Dorman also noted that he thought it would be beneficial to have
[EXTXCD | living on-station because she was af®}7ic) _|VA policy allows

employees at certain duty stations to reside in Government quarters if the organizational
mission requires providing service to the community or to VA beneficiarics on a 24-hour
basis [VA Directive 7631, paragraph 2].

[fox7HE _|supervisor told us she did not support [ | request to Tive in

quarters because she thought it was inappropriate to offer a perquisite to one[P700 |
PR land not the others, particularly since[®Y0C |already lived closer to

the campus than the other Associates did. According to the supervisor, other ("¢ B

complained to her about the dccision. The former Facilitics Management Chicf told us

he did not recall recommending to Mr. Dorman that he approve [P*74) Irequest.

During this investigation, we noted that the rental amount deducted fro
(BHTC) |biweekly pay remained constant fmmuntil at least

©X7XC) | Veterans Health Administration policy requires that rental rates for quartcrs be
adjusted annually [VHA Handbook 7631.2, paragraph 9a]. We further noted that,
compared to similar private rental property in the [B¥7(C] |area, Healthcare

VA Office of Inspectar General ' 2
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System officials charged|*"”’ |significantly less for the on-station quarters she
occupied.

Conclusion

Based on financial data[®*""! |submitted, she enjoyed a significant financial gain
by living in VA quarters. [fex7xe) requested to live on-station because she found

her own nearby house too expensive to maintain. Her request to do so while she earned
money from the lease of that house constituted a misuse of her public office for personal
gain. Additionally, Healthcare System officials may have charged [P7xC) a
rental rate significantly lower than the prevailing market rate.

Recommended Action(s) 1. We recommend that the Director, Veterans Integrated
Service Network 22, ensure that appropriate administrative action is taken against

[eX7xC) | for using her public position for personal gain, and give her appropriate
notice to vacate VA quarters.

Recommended Action(s) 2. We recommend that the Director, Veterans Integrated
Service Network 22, ensure that the rental rates charged to employees living in quarters
at the West Los Angeles campus are up-to-date and propetly calculated.

Comments

The Director, Veterans Integrated Service Network 22, concurred with the
recommendations, noting that appropriate administrative action was taken against
[BX7XC) ~ |and that she vacated the quarters in October 2005. The Network Director
further stated that he would revicw the facility’s compliance with Veterans Health
Administration policy regarding establishing rental ratcs for quarters, and provide a copy
of those findings to us. The Network Director’s comments were responsive to the
recommendations, and we will follow up ta ensure they are fully implemented.

TN
C L
i‘:"'\l,@ \\I\J’ y
fpf:\(/{)AN]ELR PETROLE

Assistant Inspector General for
Investigations

VA Office of inspector General o 3
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Appendix A
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Department of
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Date; March 31, 2006
From: Dircctor, Veterans Integrated Service Network 22 (10N22)
Subject: Administrative Investigation - Misuse of Position, VA
Greater Los Angeles Healthcare System, West Los
Angeles, CA
To: Assistant Inspector General for Investigations (51)
|
-l
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Director's Comments
to Office of Inspector General's Report

The following Dircclor’s comments are submitted in responsc
to the recommendation(s) in the Office of Inspector General’s
Report:

OI1G Recommendation(s)

Recommended Action(s) 1. We recommend that the
Director, Veterans Integrated Service Network 22, ensure that
appropriate _administrative action is takem against

[(DTRC) | for using her public position for personal gain,
and give her appropriate notice to vacate VA quarters.

Concur Target Completion Date: April 7, 2006

We have concluded that although [PX7C) [experienced

a personal gain usmg her public position, it was unintentional.
BE7C) vacated VA quarters on [PX7)©) l
(EX7AC) was instructed to complete web based training
found on www.usoge.gov, entitled, Misuse of Position
Interactive WBT (2001). In addition we have formally
counselled her regarding the findings of the OIG report.

Recommended Action(s) 2. We recommend that the
Director, Veterans Integrated Service Network 22, ensure that
the rental rates charged to employees living in quarters at the
West Los Angeles campus are up-to-date and properly
calculated.

Concur Target Complction Date: May 30, 2006

We will review compliance with VHA Handbook 7631.2,
Requirements for the Continued Operation of Quarters and
Establishing Quarters Rental Rates, dated October 1, 2003, A
copy of our findings will be provided to your office.

VA Office of inspector General 5
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DEPARTMENT OF VETERANS AFFAIRS
Office of Inspector General
Washington, DC 20420

TO: VA Secretary (00)

SUBJECT:  Administrative Investigation — Alleged Reprisal of a Contract Employee
by the Contractor, Asheville, North Carolina, 2004-02823-1Q-0157

Summary

We investigated an allegation that MedQuist, Inc., a VA contractor, reprised against one
of its employees, terminating her, becausc she made disclosures to VA officials, an agent
of the Federal Bureau of Investigation (FBI), and a U.S. Senator. We found that the
allegation was not crediblc because of compelling evidence that MedQuist would have
terminated the employee in the absence of such disclosures.

introduction

On June 16, 2004, [®X7HC) |formerly an employee of [?X7 la VA
contractor, alleged in a letter to the VA Inspector General that she had been reprised
against by [PX© for disclosures she made to VA officials, an FBI agent, and then-
Senator John Edwards. At about the same time,[PXC)_ |filed a similar complaint
with the Occupational Safety and Health Administration (OSHA). OSHA is authorized
by the Sarbanes-Oxley Act to investigate certain allegations of rcprisal. Except for
interviewing and obtaining some documentary evidence, wec suspended
action on her allegations pending OSHA’s completion of its investigation. On July 15,
2005, OSHA notified["?® lit had completed its investigation and was dismissing
the casc as unfounded. OSHA advised [?*7) |of her right to file an objection to its
findings within 30 days, but she did not do so. Subsequently, we independently reviewed

documentary evidence submitted by [°X7%) bs well as documentary evidence OSHA
shared with us, including its investigative report and [©7X¢) ritten rcsponse to the

allegation. We concluded that allegation of rcprisal was unfounded.
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Employee by the Contractor, Asheville, North Carolina

Results

Issue: Whether|®7® | officials reprised against[FF77C) |

Federal law prohibits a Government contractor from discharging, demoting, or otherwise
discriminating against its employecs as a reprisal “for disclosing to a Member of
Congress or an authorized official of an executive agency or the Department of Justice
information relating to a substantial violation of Jaw related to a contract...”™ According
to the law, an employee who believes he or she has suffered such reprisal may submit a
complaint to the executive agency’s Inspector General. The law requires that office to
investigate the complaint and submit a report of findings to the complainant, the
contractor concerned, and the head of the agency [41 USC §265(a), (b)}.

R |became an employee of[F ) |a medical transcription services company,
in| BHTIO) ]

[(XTHE) | continued using the technology the acquired company had developed for

transferring transcriptions to VA, a system called [P7C] lwhich transferred data 24
e

hours a day, 7 days a week. was thc[ibW-“in‘

{bHTHC)

PG |told us.that in she contacted the VA official who was then the
Integrated Data Communication Utility Security Officer, to discuss concems she¢ had
about[FF7ICT | practice of sending VA dictated medical records to India and possibly
Pakistan via the Internet for transcription. She said she was concemed about the security
implications of sending personal information about veterans (and active duty personnel)
to those countries. The former Security Officer confirmed that in approxima;gz!:} mid-
_@ (

[Ex7ie) |contacted him and reported security concems regarding
handling of VA records. Around this time, [P¥7C) |also contacted one or two other

VA information security officials. She suggested that P17 | management learned of
her disclosures to VA officials about 2 wceks later because at that time company
managers called and read to her an electronic mail message from a VA contracting officer
asking if [P0 Joutsourced transcription work. said the managers told
her she would be fired if she talked to anyone about the outsourcing or security
violations.

In 2002, reportcd overseas outsourcing of transcription
services to the FBL, and the following month, she notified X7 | officials in writing
that she had done so. In [P |after learning that the FBI closed the issue as a
criminal matter, [?17%C) reported the activity and her security concems to then-
Senator John Edwards. We do not know if management was aware[FXCI | wrote to
Senator Edwards. [7CT___ |also filed complaints with OSHA. OSHA dismissed an
injtial complaint, filed April 2003, because it was untimely and not protected under the
Sarbanes-Oxley Act, and becausc the evidencc did not demonstrate she suffered a
material adverse action or had been subjected to a hostile work environment. {PX¥7C

VA Office of Inspector General 2
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was aware of this complaint by May 14, 2003, the date it responded lo the allegations. In
2 months after was terminated, she filed a second complaint with

OSHA, which, as noted above, OSHA investigated.
told us that beginning in Scptember 2002, when she notificd of her

conlact with the FBI, she was shunned and treated poorly at work. For example, she said
the air conditioning in her office was turned off and she was forbidden to open a window,
the lock on her office door was taped so that she could not lock it, her office was the only
one not painted, her food was stolen from the refrigerator, employees whistled under their
breath at her, and she was ignored by other staff at work. She alleged that the reprisal

culminated on|®X7)c) Iwhen MedQuist management eliminated her position and
terminated her from the company. [°¥7%) |said that, although management promised

to help her find another position within the company, they did nothing.

In its response to OSHA regarding allegations, MedQuist argued that it

would have terminated her even in the absence of her disclosures because (1) MedQuist

eliminated the Autotype technology, and (2) because the company closed its

office.

Regarding the technology, beginning in FJ(TNCI lcommunicated with
VA via the Department’s virtual private network, “One-VPN.” VA required that a singl
individual have security access to One-VPN. For MedQuist, that person was w
use of was problematic because VA required that the person
accessing One-VPN be the person who actually held the security access. In fact,

however, multiple transcribers at MedQuist were accessing One-VPN through
with [®77KS) | access scripted into the program. This arrangement required that
| [be present at all times while[P""®  |was opcrational. Electronic mail
messages show that throughout [P/ _|complained she was working excessive
hours to avoid having to disable her security access and lcavewithout
connectivity to VA, except by a time-consuming manual method. VA officials gave
interim authority to access One-VPN this way, acknowledging it was a
security risk. In [BY7XC) |noted that she was aware[P7C) iwas trying
to find an alternative to [P7X®) | And, in [P7X© | officials, including

met with VA’s Office of Cyber Security to discuss the company’s plans to
PO ]

move to 3 new commumication technology, which would negate the need fo

A [©17XC) Jincident brought the problem using[P7 |t a head. At that time,
RINC) took 2 weeks off and ’lOldIib)tﬂ(m | employees they could not operate
©XX9) hn her absence. When [®%1>)  Jeontacted VA to confirm this, VA ordered the

contractor not to access One-VPN inlib}f?m labsence, According to this

had the immediate effect of shutting down all computer communications to VA for all the
medical centers it serviced. [(PX7HE implemented an emergency manual system but

stated that the backlog of transcripts “cxploded,” rcsulting in a 2-week “disaster.”
According tothe incident accelerated its need o find a new technology

VA Office of Inspector General 3
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Emplaoyee by the Contractor, Asheville, North Carolina

platform. _In [?7 | discontinued using[®XC 1 Ag a result,
[BITHC) |had no duties to perform.
Regarding the closure of|®"""” loffice, P stated that due to the

Small Business Administration Act of 2000, that office lost a significant amount of
revenue because the company could no longer qualify as a small business and thus could
not renew contracts il previously had. According toh revenue dropped from 38
million to approximately $1.5 million and by 2002 it could no longer justify maintaining
its Asheville office. stated it gave notice that it would lease its office month-
to-month, and said the building owners accepted an offer to sell the building to an

unrelated party. was terminated the same day the office closed, [PI7XC)

In response to[PX7C | allegations of changes in her work enviranment,|[®1)(©

stated it had no idea what she was referring to when she alleged her air conditioning was

turmed off. Her office also housed a significant number of computers, and [®i7%C)

argued that if it turned off the air conditioning (which it denied doing), its equipment
e |

would have been damaged. OSHA’s report of {?1/1< initial allegations
to the agency states that, according to "X | the day she complained about the air
conditioning being off it was corrected. Further, according to the reason

[BXIGlwas asked to stop opening a certain window was because that window was

broken, and the rcason her office was not painted was because it would have been
difficult to continue using the computer servers, which were in her office, while the
painting was in progress. deied allegations that [®XN©) | work
environment became more hostile, and OSHA determined that electronic mail messages
she submitted as evidence of harassmcnt did not appear to represent anything more than
the disputes and disagreements found i a typical workplace. Finally, OSI1A stated that
[EC— believed most of the harassment was orchestrated by the former office
manager, but said did not provide suflicient evidence demonstrating the
manager had discriminatory motives and noted that the two did not have a good
relationship prior to her disclosures.

In response to [P0 Jallegation that [ |did little to help her find other
employment within the company,[®¥®) __ ]argued it made numerous eftorts.

noted that its Regional Vice-President made inquiries to identify suitable positions for
including distributing her resume to technical groups within and

meeting with a Regional Applications Specialist to discuss jobs posted on [P |
#

intranet. said it had no other facility that used [B¥7XC)  |so it could not
transfer [P17XC) and allow her to continue with that technology. In any case,

[ex7)C) [told [P"7*®) | she could not leave the [P77C) | arca and could do only
limited travel. In its investigation, OSHA did not substantiate that [PX7¢1__ |made little

effort to find [PX71C) lemployment.

VA Office of Inspector General 4
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b)(7)C . 7 . v .
®X7HC) was not the only{” ™ |employee of thd®*)  |office terminated when

that office closed. The office’s billing and payroll coordinator told OSHA investigators
that she was terminated from the company on or about March 31, 2004. She attributed
her termination to the transfer of her responsibilities to another ofﬁce. In
addition, both she and a |{b)(7)(C) lrepresentative noted that three other positions in the
[BC) " Joffice were eliminated. The[®™7%®) | representative stated that thesc were
part-time clerical positions. He said one of the clerical employees resigned in
anticipation of the office closing and the other two were terminated. The employees who

remained on[P7C ) payroll were account managers, who began working from their
homes when the Asheville office closed. Account managers are liaisons between

transcribers and its clicnts.
Conclusion

) - . [BIFIC
The evidence demonstrates that [0}7X¢) termination of|® 1% was unrelated to

the disclosures she made to VA, the FBI, or Senator John Edwards. Although[®7C |

management was aware in [0 | of [2X7XC) | disclosure to the FBI, and
may have known of her disclosures to VA and Senator Edwards, they terminated her
because they no longer nceded her services as the[PH7©) The

(BX7)C) system did not have the sccurity features VA required to allow it to properly
monitor who was accessing its One-VPN network. Although VA allowed, as an interim
Fre ]

measure, multiple transcribers to usg®NCT ] with [PI7C) | access
scripted into the program, this was problematic for both [PX7)C) |
because had to be present when[PX7X© Jwas operating. Electronic mail
messages submitted by both parties disclose that [PX7C) Trelationship with company
officials significantly deteriorated because of her (correct) insistence that only she was

authorized access to One-VPN and had to monitor the system whenever it was operating.
apparently did not contact VA to determine the validity of her assertions until

[BX70) |at which time they were directed not to access One-VPN in her absence.
The incident in [27*®) | when [P*7X©) |took 2 weeks of leave accelerated

[PX73C) desire to abandon[®7KS) " |and they did so within the next 2 months. If
oI7HE) officials harbored any ill-will t()wards it 1s reasonable to assume
such ill-will was because of their frustration, or at least misunderstanding, over her

refusal to breach her security with One-VPN. This issue loomed so large throughout
that to assert tﬁcials tcrminated for any other reason is not

credible.

Concurrent with[P7©) | decision to discontinue use o ' was its decision to
close the [P [office. Four other positions, in addition to [®X7X<) were
eliminated. was unwilling to relocate outside the[P*%©) Tarea. Regardless
of whether ["*"“) " |could have made a greater effort to find her other employment in
the company, such as a position she could have performed from her home, its business
decision to close the office appears to be legitimate and credible.

VA Office of Inspector General S



Administrative Investigation - Alleged Reprisal of a Contract
Employee by the Contractor, Asheville, North Carolina

K7 1allegation that she was terminated by for disclosing information
to VA, the FBI, and Senator Edwards is not credible in light of compelling evidence that
BRTIC) would have taken that action absent such disclosures. [P7*C! | had a
legitimate business reason for discontinuing the["™<__|system. Since[P") | was
the [PA7€) {her duties and position were necessarily affected.
Regarding [P7%C) Jallegation that shc was treated poorly at work as reprisal for

making disclosures, OSHA previously determined that the evidence represented nothing
more than the disputes and disagreements found in a typical workplace,

i £ 4

DANIEL R. PETROLE
Assistant Inspector General for
Investigations

VA Office of Inspector General
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' Administrative investigation, Financial
[ Irregularities, VA Medical Center, Washington, DC

Results

Issue 1: Whether managers at the W $hmgton, DC, VA Medical Center
directed staff to remove financial record from the accounting system

i

Federal law requires executive agencies t ‘iestablish internal accounting controls |that
assure revenues and expenditures are properly recorded and accounted for [3]1 USC
§3512(c)]. VA policy provides that the fiphncial accounts of the Department are the
official source of all financial statements ad rcports, and that accounting policies|and
procedures must provide full disclosure of th: results of financial operations through an
orderly system for controlling and recording! financial transactions on the accrual basis
[MP-4, Part V, Chapter 1, Section 1A.01{{ 1A.03]. The policy requires that when
undelivered orders and accrued services Hdve been outstanding for an unreasonable
length of time, the fiscal activity must notifly the initiating office, which in turn must
determine and report back on the status of |dach authorization or order [MP-4, Part V,
Chapter 3, Section 3B.03j]. Regarding ac¢ounts reccivables, VA policy requires that
when collection action has been suspendeli or referred clsewhere for collection, the
receivable is to remain part of the total outstﬁmdmg receivable balance of the Depamrcnt
[VA Directive 4669, paragraph 2g].

i

d criminal prosecution was declined.
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that the balances in these three categories

reased by a total of over $22.8 million,|and
by said this action raised the medical center

rcent of the account balance is more than 90
70 percent of the account balance is 60 days
dport concluded that this “manipulation” of

d&:r to present to the users of the information

lcase, and that the action compromised the
qms. |

ki Management Quality Assurance Service

n, DC, Medical Center and found a similar
the

i
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claims were referred to an outside sourcg for
he Deputy Under Secretary for Health for
rans Health Administration’s Chief Financial
goncern about this practice and noted t}}\at it

3
|
enter

central accounting system at the time those
collection. In a Management Letter to t
Operations and Management and to the Vete
Officer, the Service Director communicated
was contrary to VA policy. |

i

; VC e .

|eX7XCY | became [P7* jat the Washington, DC, Medical C
effective [PXNC) | and was promoted jtip [B7C] jher current position,
foXNe) | Prior]tb B0C) | she was employed at another

NTNC) 1

VA facility. n March 2005 with
X Associate Director;
and others, the participants discussed the lprge number of aged records in the system,
their effect on the facility’s financial indicatprs, and how to immediately move to a more
favorable position. She said she explained|that to properly improve the indicators] her
office needed to first determine, through rpsearching each aged record in the system,
whether that record should, in fact, be writth off. She said she explained that the jonly
way to improve the indicators immediately! was to remove all the aged records| and
research each one at a later date, [?X7*© ___|told us she was not suggesting th L the
latter option be taken, but was only explainiig how to get a “green light” indicator. | She
said, following this discussion, she asked {*"’ what he wanted her to do, andsaid
he told her to remove the aged records.

[EXT l ziil message, which[P7© |sent to her

| told us that, al lone or more meetings

provided us an electronic

(with a copy to [PX/1©) on March 24, 2005. According to the message, [PX*©

directed her to “close out all aging obligatjons and payables that are greater than 120
day[s].” He noted that the process was a tepiporary measure and that a complete review

of all the affected records needed to be préyided to him and toby June 30,

2005. [P attached to this messag
February 22, 2005, in which[P™CJau
order[s] that are over 120 day[s] old where
attempts have been made to contact the v¢
recall receiving this set of messages until v
account, and said she could not comment on
March 24 instructions to her in the context o

lan carlier set of clectronic messages, dated
Horized{®" ") to “decrease purchase

He vendor has not invoiced for payment and
jtold us she did not

rdor.” [P0
'e asked her to research her electronic

ail

how she may have interpreted|®((C)

Fthe February 22 messages.

|

1

day, March 25, [®X7C

. |
| sent another electronic message to

The followin
FW)(C} ‘

temporary measure, and to review the recd

June 30. The accounts receivables referenccd

the medical center by employees who had b
their share of the cost of health insurang
According to a Deloitte & Touche auditor,

removed from the accounting system in Mar:

directing her to remove ceftain accounts receivable recor

ds, againjas a
ids and report to him and to[P7C  |by

in this message represented funds owed to
ben on leave without pay and had not repaid
E benefits they reccived during that time.
thesc records were part of the 1,126 records
b and April 2005.
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currently a®X7xc)

itold us he left his position as [(b)(hiﬁ)

XS at the Washington, DC, Medical C
instructed [®X7X°)
receivable records relating to employees

repeatedly told us he did not recall instructin

] to remove frg

Ehter in He acknowledged he
th the accounting system aged accounts
Who had been on leave without pay,| but

g her to remove other aged records. He said

that, during multiple meetings with [>*"©

stated that the iargc

number of aged records needed to be redu¢éd and repeatedly asked how that could be

done. Further, according to [PX)(©

|asked what the Washington, DC,

Medical Center was doing wrong, as othe

expectations. In early 2005, B Jaavd [ex7ic) |

I facilities were meeting their performance
a written counseling regarding

his performance on the financial indicatorq,

March 2005, his office was reporting week

and plans for reducing the balances. Th
PO he testified that dire
employees who had been on leave without p;

him 9 days later, he told us
him to “fix” the problem.

told us it was possible that he

records from other account balances, but if]

after many discussions with He

did

land [PX7X© |said that, by the end of
y or bi-weekly to [PP© Jon its proércss

ge times during our initial interview with
bted him to remove aged records relating to
by. However, during a second interview with
it specifically direct that to happen but|told

(jid instructl{'bm(c) lto remove aged
he did so, he said it would have been pnly
1old us he knew it was wrong to remov# the

urse

of action. He noted that the [®71©)

records without first determining on an indivitlual basis if that was the appropriate ¢d
and[P*© " lengaged

ina

“heated” discussion because she was adama
accounting system without first properly res
said he was aware that in 2004 the Ma
concems about aged medical accounts rece

t that aged records not be removed from the
arching the appropriateness of doing soj He
ement Quality Assurance Service radised
vables being improperly removed from the

central accounting system, and noted tha
reversed. said the[®"©)

as a result, those transactions had to be
| was severely understaffed and not able to

do the research required to remove aged recdrds. He said he did not intend to violate{ VA
policy in March 2005, but wanted to rembive the records to obtain a more accurate

reflection of the medical center’s financial st

| ) conﬁnned that he and the

mdlcators and the need to take action to imp
specifically focused on accounts receivable
on leave without pay.
individual records to determine if each shgu

group discussion about removing aged recori

ing him that research
PO Jrold us b

not recall anyone advis
wrong or problematic.
remove the records, and said he cxpecled

He said the staff]

ms.

Fove them. He did not recall any discussions
records relating to employees who had been
discussed with him the need to research

Id properly be written off and rccal}bd a

and researching them later. He said he did
ng the records aller they were removed| was
idid not know the fiscal staff was going to
improvement in the indicators would be a

Laff had many meetings discussing ﬁna{cial
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;sngth);.k and gradual process. He said he did{dot learn the records were removed until the
etwork Chief Financial Officer called tof discuss the situation in early April 2005.
Finally,acknowledged he was faftiliar with the findings of thg Maﬂxage&ent
Quality Assurance Service’s 2004 review ati the Washington, DC, Medical Center and
knew the practice of removing medical accdunts receivable records from the accounting
system was wrong, but he said he did not rate the concerns {rom that review to cher
(non-medical care) aged records al the time. | - |

T'nel(bx?’(c’ during Jthe time in guestion told us that, during a
meeting thh]"’m‘c’ | staff around |7/ f®X7e }instrucled the staff to
improve the ﬁnancxai indicators “by anv fieans.” She said that, in the presence of

© discussed that they would remove the records
and conduct {he appropnate research at a latgr date. She said the discussion concerned all
aged records, not just those relating to employees who had been on leave without jpay.

Finall she told us she argued against remoying the records prematurely and, as a result,
“so upset with me during the thonth of] ,5

A medical center employee who was temporrily detailed to the®""! durin& the

time in question told us she was in a meeting near the end of March 2005 with[**")

the X710 land others. Sheldaid [T Jiold the group they needéd to
improve the financial indicators, and thaf [the [P'7/© |explained to
@:]the proper procedures that need‘ to be followed before removing an aged
record. She said she did not hear " |specifically direct that the records be
removed Further, she told us that, durmb bne meeting, the (P79 and

wcre engaged in a conflict becayse the (27 [told him it waj not

proper to remove records without first researthing the appropriateness of doing so. | She

said it was her 1mpressnond1d not pant to hear that. i

i

Issue 2: Whether the Manipulation offFinancial Records Resulted in |
Misappropriations ‘ %

The results of the VA Consolidated Pmdii¢1a Statement Audit for fiscal year 2005
showed that the VA medical center in Washington D.C. intentionally manlpujated
financial records in an effort to secure a fivorable performance metric. The Vetdrans
Health Administration (VHA) used the “reid light-green light” system (o measurelkey
operational elements in fiscal operations. |Green lights arc assigned to facilities who
report that 70 percent of their accounts rece}vable balances are 60 days old or less. ClRed
lights are assigned to facilitics who repoft more than 30 percent of their accqunts
receivable to be more than 90 days old. Apdit tests conducted by Deloitte and Toliche
confirmed that the VA medical center clpsed long outstanding accounts reccivable,
accounts payable, and undelivered order gdcounts from official records and retained
unofficial records to keep track of these accodnts (See Appendix A to review Deloitte and
Touche's draft report). The VA medical cerjter manipulated this data to achieve a green-
light performance metric. These actions compromised the integrity of the VA’s financial

VA Office of Inspector General : 5
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reporting process, and placed the accounts
recovery or needed follow-up actions.

There was no evidence of misappmpriaticlris but some accounts needed manage

attention. During our review, we determine
accounting records for Accounts Recejvable
period February to April 2005 were consiste
Management System (FMS) as of January
Health Benefit (FEHB) Accounts Receivat
Suspense Account. Vendor Accounts Rece
Austin Finance Center and were not record
conditions were identified:

Accounts Receivables that were remov
reduced had not been reestablished in VA

Cash receipts recorded in the Suspen
deposited in the medical center’s Federal

Amounts transferred from the Suspensc 4

Procedures for verifying Federal Reserve

Accounts Receivables Need To Be Reestal]

|
that were removed at risk of being lo

3
i

5t to

i

nent
 that the balances recorded in the unofficial
that were inappropriately reduced during the
ht with the balances recorded in the Finapcial
B0, 2005. Receipts for Federal Employee
les that were reduced were recorded in the
vables that were reduced were offset by the
ptl in the Suspense Account. The following

ed from official records or inappropriLtely
L's accounting system. ?

|
:rere

ke Account during fiscal year 2005
Reserve account.

htcount were not misappropriated.

d}cposits needed to be improved.

'
;
i
i
i
¢
i
:
:

ﬁshed

During the period February to April 2005,

Fb;(? T

E
| inappropriately decreased 269

long outstanding Accounts Receivables va
favorable indicators in the monthly financi
were removed from official fiscal recor
spreadshect. At the time of our review, thes
for current employees or vendors, or in the
Activity, Accounting and Procurement for
Receivables are still not being controlled by

Cash Receipts Were Deposited

ued at about $263,230 in order to acﬂievc
lireports.' These long outstanding accqunts
;- and recorded on an in-house clectronic
accounts had not been reestablished in FMS
integrated Funds Distribution, Control Point
rmer employees. As a result, the Accqunts
A’s actounting system. :

We validated that cash receipts collected by the Agent Cashier in fiscal year 2005 ;’vcrc
deposited in the Federal Reserve Accoun}. We reviewed 80 cash receipts totaling

$93,424.11 and the corresponding deposits
receipts totaling $40,121.37 that werc recg

' This amoum varied from the contractor’s reported $23]
for deceased employees, employees that had retumed to th
subsequently waived, which the contractor excluded.

y the Agent Cashier. We identified 20 lcash
&';ded as unapplicd deposits in the Suspense

|
cluunts

,b@f} in accounts receivable because we included a
¢ medical center rolls, and emplayees with debts lha} were

i
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|
|

Account. Our review also included six

Accounts Receivables that were reduced in B

Federal Employee Health Benefits — Our 1
1027) prepared by the Agent Cashicr di
Receivable, totaling $1,081.66, that were
Agent Cashier. The payments were made
medical center paid the employees’ contriby
Leave With-out Pay. The receipt amounts g
consistent with the amounts recorded on {
Tickets (Standard Form 215). To verity
Reserve Bank, we compared the amounts fr
screcns available through the Federal Resd
The CashLink II system tracks all deposits u
tickets. The bank’s records cancerning th;
center’s records.

4

Unapplied Deposits Were Not Misapprop

We found no evidence to show that funds ¥
(UD) is created in Suspense Account F387]
the appropriation, fund, or receipt account td
of receipt. The remittance is deposited t
determined.  VHA financial performance s
and credited to the appropriate account w
Suspense Account for more than 90 days, th
report for the entire Suspense Account will {

As of November 8, 2005, the medical ¢
totaling $89,041. We reviewed each UL
appropriateness of the credits to each UD, ar
not identify any misappropriations of fund
four payments to a Federal employee hcalth
some UDs had been in the Suspense Accou
UDs occurred as a result of cash collect
deductions, teturned checks, and transfers
medical facilities,

We traced all disbursements trom the U

vouchers or the transfer of the funds to the
to employees we verified that reimburseme
of record.

; j
receipts totaling $1,081.66 relating to the
MS.

e

pview of Field Service Receipts (VA Form
¢losed that six employees with Accdunts
bluced in FMS made cash payments to the
th satisfy debts that were created when the
tion for FEHB while the employees were on
asted in the manual accounting records were
ﬁc Field Service Reccipts and the chosit
hat the deposits were made to the Federal
bin the Deposit Tickets with the CashLink II
rve Bank’s online customer access system.
king predetermined numbers from the deposit

bfdeposits were consistent with thc medical

rlated

berc misappropriated.  An unapplied debosit
biin FMS when the purpose of a remittance,
be credited cannot be determined at the flime

» the UD account until disposition cap be
andards require that all UDs are researched
thin 90 days., If a deposit remains in the

¢l financial indicator on the monthly fin

Jb red.

ater Suspense Account contained 65 s
ito determine the source of the deposits,
d the current status of the UD. While w¢ did
jfrom the Suspense Account, we identified
benefits plan that were made in ervor. Also,
ht since FY 2003. Qur review disclosed that

L
¢ns from cmployees and vendors, p%roll
from the Austin Finance Ccnter and other

Afcial

1> Suspense Account to associated public
[ A appropriation. For all cash disbursements
1?3 were mailed 1o the employees’ addresses

H
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Our review of the 65 UD found that 37 had
to the employee or vendor as shown below:

1?&:cn applied to the appropriation, or returned

H

H
mber

Returned To | N | Amount

Appropriation a1 $19,607.51

Employee 11 14,841.71

FEHB Plan 4 2,262.64

Canteen | 96.03

Total 7 $37,806.89
The four payments totaling $2,262.64 to the FEHB Plan were made in error. | The
payments should have been returned to the ?appropriation. On Dccember 1, 2005, the

Fiscal Officer told us that an Accounts Rec
and a bill of collection issued in order to g
remaining 28 UDs, totaling $51,234.11 had
are currently under review.

We also reviewed cash received by the Age
time of receipt and was posted to the Suspd
2004, through October 30, 2005, the medica
employees or vendors totaling about $40,12

Our review of the Federal Reserve deposft records showed that these receipts

deposited in the Federal Reserve account, ar
with the amounts recorded on the Field Serv
the Agent Cashier,

Procedures for Depositing Receipts Needd
During our review, we learned that the

contractor to make deposits to the bank buf
made to the contractor. For example, the

bivable for this amount would be established
¢ the funds back from the FEHB Plan, ! The
piill not been applied 1o the appropriatiorJ and

ait Cashicr that could not be identified a}t the

nse Account. During the period October 1,
center Agent Cashier received cash from 20

137 that was recorded in the Suspense Fund.

ere
d that the amounts deposited were consistent
¢e Receipts and Dcepaosit Tickets prepared by
t

|
d Improvement
hdedical center was using an armored car

ho formal consignment of the receipts was
contractor was only required to sign d log

indicating the number of items received frox
dollar value of the receipts. Additiona
reconciling the medical center’s depasits wit

The Fiscal Officer stated that the bank provi
with the deposits slips for all other VA me
could not locate anyone in VA Central
Therefore, neither the Agent Cashier nor
deposit slips from the bank, nor bank state
the armored car contractor were truc anc
performed the reconciliations by using the (J

1ithe Agent Cashier, with no refcrence to the
ly, the Agent Cashier was not routinely
yrecords from the Federal Reserve Bank.

¢d deposits slips to VA Central Office along
{cal facilities. Howcver, the Agent Cashier
fﬁcc that was receiving the deposit slips.
"!:,cal Service could provide copies of] any
his certifying that the amounts deposited by
i The Agent Cashier could have

fcorrect.
gshlink 11 system but did not have acce‘Ps to

VA Office of Inspector General
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the system. The Fiscal Officer stated that thj
the CashLink II system and will be required
bank’s receipts.

Conclusion

directed [P | who

aged fiscal records from VA'’s accounting s

In writing, he instructed her to remove accof

¢

s 1o
the

E:;Agent Cashier would be provided acc
to reconcile medical center deposits wi

2

|

\gvas his subordinate at the time, to rerpove
Lf§tem, knowing that such action was wrong.
hts receivable records relating to emplayees

who had been on leave without pay, and

reasonable interpretation of the March 24,

2005, electronic message he sent to [*7(C

remove all accounts payable records more han 120 days old. Further, while we

not conclusively determine whether|

| is that he also instructed her to
cfuld

| was removing pged

knew [®7©)

records at the time it was happening, acwrd' g to his own testimony, he was aware if was
an option being discussed. He was also|aware that concerns about similar activity
relating to aged medical accounts reccivables had been raised less than a year earliet and
was in violation of VA policy. We questidi [P©  statement that no one advised
him that rescarching the records afier they jwere removed was wrong, as several
[BX7% " staff told us he and the]‘b"?’(c’ had a heated discussion about the
proper procedures for removing records. Atjthe time the option of removing aged records
from the accounting system was discussed fin meetings with[E7/< | he should have
specifically directed[®X7X© |staff not ko follow through with it or, at least, directed
them to discuss the propriety of that optiog 'with the Network Chicf Financial Officer.
We concluded that the removal of the agett rccords was intentional and, according to
everyone we interviewed, was done to imprmﬁe the facility’s financial indicators.

Regarding whether the manipulation of finghcial records resulted in misappropriations,
we concluded that it did not. However, jwe determined that some accounts needed
management attention. '

Recommended Action(s) 1. We rccommcnd that the Under Secretary for Heahh

ensures appropriate administrative action i
subordinate to remove aged records from th
to be improper.

L itaken against [P for dlrcctlng a

el VA accounting system, an action he knew

calth
aged
him

We recorpmend that the Under Secretary for H

ltaken against [P | for allowing
ting system, an action his staff advised

] rwas improper.

Recommended Action(s) 2.
ensures appropriate administrative action i
records to be removed from the VA accour
was improper and that he should have know

)mend that the Under Secretary for Health
lectora ensure that: (a) 1nappropn£iely
counting system; (b) Accounts Receivables
iJued for the four erroneous payments 1o the

|

f 9

Recommended Action(s) 3. We recon
require that the VISN and Medical Centet
reduced accounts are reestablished in VA’s 3
are established and bills of collections are i

VA Office of Inspector General
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FEHB plan; and (c) procedures are estab
Reserve account.

Comments

The Under Secretary for Health concurred w
Regarding the recommendations to take
[Bxne) |the Under S
administrative board of investigation and tal
member of the Under Secretary’s staff told

J
|
i
i
: Irregularities, VA Medical Center, Washingtoh, DC
i
gieral
{
|

:

ished to verify all deposits to the Fe

{
H

ith the above findings and recommendatjons.
jappropriate administrative action against
béretary stated that he would conduct an
¢ appropriate action based on the results. A
{is the administrative board of investigation

would determine the level of administrative: action warranted. The Under Secretary’s
comments are responsive to the recommendations, and we will follow up to ensure the

planned actions arc implemented.

¢

Ny

DANIEL R. PETROLE
Assistant Inspector General for
Investigations

VA Office of Inspector General
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Appendix B

Under Secretary for Health Comments

Department of
Veterans Affairs { Memorandum

Date: January 26, 2006

From: Under Secretary for Health (10?

j
Subject: Administrative Investigatiof |~ Financial Irregularities,
VA Medical Center, Washinzgon, DC

i

To: Assistant Inspector General for) Investigations (51)

|

1. I have reviewed the draft tr%zport and | concur with your
findings and recommend :gons. My response to the
recommendations is enclos| :l .

2. Thank you for the opporturfily to review the drafl report.

i
b

(original signed by)
Jonathan B, Perlin, MD, PhD}, MSHA, FACP

i
¥

|
|

{
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Under Secretary forl Health's Comments
to Office of lnspectrj: General's Report
|
The following Under Secreta v for Health’s comments are
submitted in response to the r&%ornmendation(s) in the Office

of Inspector General’s Report:| |

OIG Recommendation(s)

Recommended Action(s) 1. [ We -rccommend that the

Under Secretary for Health engiires appropriate administrative !
action is taken against[**7© for dirccting a subordinate

to remove aged rccords from fhe VA accounting system, an
action he knew to be improper| i

Concur Target cJ.inpletion Date: 02/28/2006

1

VHA will conduct an Adminisirative Board of Investigation
on the financial irregularitics o |the VAMC Washington, DC.
The Under Secretary for Higalth will take appropriate
administrative action based on [fose results,

Recommended Action(s) 2. We recommend that the
Under Secretary for IHealth ensphres appropriate administrative
action is taken against[*” | for allowing aged records to
be removed from the VA acddunting system, an action his
staff advised him was improper and that he should have
known was improper. 3

i

Concur Target Cqmpletion Date: 02/28/2006

H

VHA will conduct an Adminij Ltative Beard of Investigation
on the financial irregularities af the VAMC Washington, DC.
The Under Sccretary for I—[&alth will take appropriate
administrative action based on {ose results.

i
3
i
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! lrregularities, VA Medical Center, Washingto

Recommended Action(s) 3.

Under Secretary for Health
Medical Center Directors en
reduced accounts are rcest
system; (b) Accounts Receiva
collections are issued for the

deposits to the Federal Reserv

Concur Target C

k
h

FEHB plan; and (c¢) procedur

We recommend that the
require that the VISN and
ere that: (a) inappropriately
llished in VA’s accounting
ks arc established and bills of
ur erroncous payments to the
$ arc cstablished to verify all
%ccount

anletion Date: 02/28/2006
|
!
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Appendix D

Report Distribution
VA Distribution

Deputy Secretary (001)

Chief of Staff (00A)

Executive Secretariat (001B)

Under Secretary for Health {10)
Management Review Service (10B5)

!

|
To Report Suspected Wrongdoirf in VA Programs and Operations
Call the OIG Hotli B - (800) 483-8244
|

E
z
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