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According to the Government Accountability Office, improper Federal payments to individuals.
organizalions, and contractors totaled an estimated $127.4B during (iscal year (FY) 2014. The
Improper Payments Information Act of 2002 (IPIA). as amended by the improper Payments
Elimination and Recovery Act of 2010 (IPERA). further amended by the Improper Payments
Elimination and Recovery Improvement Act of 2012 (IPERIA). as implemented by OMB
Memorandum M-15-02, requires that Federal agencies take several steps 1o reduce improper
payments and that Inspectors General review annually their agency’s improper payment
reporting in their agency’s Performance and Accountability Report (PAR) or Agency Financial
Report (AFR) as appropriate.

To assess agency compliance with IPERA for fiscal year (FY) 2014, the CPSC OIG retained the
services ol Kearney & Company (Kearney) an independent certified public accounting firm.
Under a contract monitored by the Office of Inspector General, Kearney, issued an inspection
report regarding the CPSC’s compliance with IPERA. The contract required that the inspection
be performed in accordance with the Council of the Inspectors General on Integrity and
Efficiency’s (CIGIL) Quality Standards for Inspection and Evaluation (QSIE).

Kearney found the CPSC was not compliant with IPERA, as amended by IPERIA. and OMB M-
15-02. Although the CPSC performed a program-specific risk assessment for those activities
identified as susceptible to significant improper payments. Kearney found that the risk
asscssment provided was not compliant with IPERIA. The support provided lor the risk
assessment was not consistent with the conclusions of the risk assessment itself, as required by

CPSC OIG Hotline: 1-866-230-6229 CPSC's Web Site: hitp-iiwww cpsc.govien/About-CPSClinspeclor-General!
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OMB M-15-02. Inconsistencies were also found between the documentation of the Standard of
Operating Procedure (SOP) for the [PERIA review and the actual procedures performed for the
risk assessment. Specifically, Kearney noted that the documented procedures received for the
risk assessment could not be re-performed by following the procedures listed in its SOP

In addition, Kearney found that the improper payment estimate developed by the CPSC was not
in compliance with IPERIA as it was based on FY 2013 data instead of FY 2014 data, as
required by OMB M-15-02. OMB M-15-02 allows improper payment estimates to be developed
on financial data that is not concurrent with the reporting [Y, as long as OMB has approved it in
advance and in writing. The CPSC could not provide OMB approval lor using FY 2013 data
instead of FY 2014 data.

Finally. Kearney noted that the CPSC’s AFR did not include all of the relevant OMB required
disclosures.

Kearney did find that the CPSC had made several improvements to its IPERA review process, to
include a robust statistical sampling of all payment activities, centralization of documentation,
and enhanced documentation for performance of the annual IPERA review. Additionally,
Kearney found the CPSC had performed a very robust sampling procedure as a delective internal
control for improper payments. Kearney noted that the CPSC did exhibit internal controls in
place that were designed effectively and operating effectively to identify and address improper
payments afier they occur. As such. the CPSC was able to provide substantial amounts of
support for its conclusion in the FY 2014 AFR of a 0% improper payment error rate on its FY
2013 data.

However, Kearney also found that the CPSC lacked internal controls, designed effectively and
operating eflectively, Lo ensure compliance with the requirements for Federal agencies as
promulgated in IPERIA and OMB M-15-02.

The CPSC did not concur with Kearney’s {inding that the agency was not in compliance with
IPERA, as amended by IPERIA, and OMB M-15-02 requirements. CPSC management provided
a response, which is reproduced in full as an appendix to Kearney’s report. Kearney did not
audit the management response: and accordingly, did not provide any assurance on it. Similarly,
the CPSC OIG has not audited the management response, but after reading it. offers the
following observations. First, the CPSC was required by OMB M-15-02 to . . . institute a
syslematlc method o! reviewing all programs and identily programs suscepllble to significant
improper payments.”' The methodology described in the management response may be
compliant with IPERA. as amended by IPERIA, and OMB M-15-02 requirements. However, it
is not consistent with the methodology set-out in the CPSC’s AFR or in the agency’s written
procedures for performing its IPERIA review. Second. despite CPSC management's assertions
to the contrary, OMB M-15-02 does require the maintenance of adequate documentation to
establish that the agency complied with the relevant OMB M-15-02 requirements. Finally,

'OMB M-15-02, Part 1, Section A, paragraph 9, subparagraph b
* OMB M-15-02, Part |, Section A, paragraph 9



Page 3

OMB M-15-02 requires that agencies use data from the same fiscal year being reported (i.c., data
from FY 2014 should be used in the FY 2014 AFR) when estimating improper payments.” The
CPSC’s AR contains both explicit and implicit estimates of improper payments in given
programs based on FY 2013 data.

In connection with the contract, we reviewed Kearney’s report and related documentation and
inquired of its representatives. Our review was not intended (o enable us to express, and we do
not express, an opinion on the matters contained in the report. Kearney is responsible for the
attached report. However, our review disclosed no instances where Kearney did not comply, in
all material respects, with CIGIE’s QSIE.

I you have any questions pleasc fcel free to contact me at (301) 504-7644.

\J

CHRISTOPIHER W, DENTEL
Inspector General

Attached: Inspection Report

P OMB M-15-02, Part 1, Section A, paragraph 15
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EXECUTIVE SUMMARY
Background

Improper Federal payments to individuals. organizations, and contractors totaled an estimated
$127.4B during fiscal year (FY) 2014 Improper payments are payments that should not have
been made or were made in an incorrect amount. These include overpayments and
underpayments. duplicate payments. payments made 1o an ineligible recipient, payments for an
incligible good or service. payments for goods or services not received (except for such
payments authorized by law). payments that do not account for credit for applicable discounts,
and payments for which an agency cannot determine whether the payments were proper because
of insufficient or lack of supporting documentation.

The Improper Payments Information Act of 2002 (IP1A). as amended by the Improper Payments
Elimination and Recovery Act of 2010 (IPERA), further amended by the Improper Payments
Elimination and Recovery Improvement Act of 2012 (IPERIA) requires agencies’ Offices of
Inspectors General (O1G) to annually assess compliance with improper payments requirements.3
In accordance with this requirement. Kearney & Company, P.C. (Kearney). an external audit
firm acting on the OIG’s behalf. conducted an inspection of the United States Consumer Product
Safety Commission’s (CPSC) compliance with IPERIA during FY 2014,

Results of Evaluation and Findings

Although the CPSC perlormed a program-specific risk assessment for those activities identified
as susceptible to significant improper payments. Kearney found that the risk assessment provided
was not in compliance with IPERIA 2012 as the support provided for the risk assessment was not
consistent with the conclusions of the risk assessment itsell, as required by Office of
Management and Budget (OMB) M-15-02,

In addition, Kearney found that the improper payment estimate developed by the CPSC was not
in compliance with IPERIA 2012 as it was based on FY 2013 data instead of FY 2014 data. as
required by OMB M-15-02. OMB M-15-02 allows improper payment estimates to be developed
on financial data that is not concurrent with the reporting FY. as long as OMB has approved it.
The CPSC could not provide OMB approval for using FY 2013 data instead of FY 2014 data.

Lastly, Kearney noted that the CPSC should enhance the disclosures in its Agency Financial
Report (AFR).

Over the past years, the CPSC has made several improvements to its IPERIA review process. to
include a robust statistical sampling of all payment activities, centralization of documentation,
and enhanced documentation for performance of the annual IPERIA review. In addition, the
CPSC has hired highly competent individuals to perform the annual IPERIA review. The robust

! Bertoni, Daniel. “lmproper Payments: Government-Wide Estimates and Use of Death Data to Help Prevent
Payments to Deceased Individuals,” Government Accountability Office (GAQ). March 16, 20135,

2 Unless otherwise indicated. the term “IPIA™ implies “IPIA. as amended by IPERA™ in this report.

3 Public Law (P.L.) No. 111-204 § 3(b)
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sampling procedure acts as an effective detective control for improper payments. As such, it is
noted that the CPSC exhibits controls in place that are designed and operating effectively to
identify and address improper payments after they occur. The CPSC was able to provide
substantial amounts of support for its conclusion in the FY 2014 AFR of a 0% improper payment
error rate on its FY 2013 data.

At this time. however, Kearney must remark that the CPSC still lacks controls, designed and
operating effectively, to ensure compliance with the requirements for Federal agencies as
promulgated in IPERIA and OMB M-15-02. As such. we find that the CPSC IPERIA Review
for FY 2014 is noncompliant with IPERIA and OMB M-15-02 as promulgated by OMB.

IPERIA 2012 and OMB M-15-02 require Federal agencies to fulfill the following six criteria in
order to achieve full compliance:

1. Publish an AFR or PAR for the most recent fiscal year and posted that report and any
accompanying materials required by OMB on the agency website;

2. Conduct a program specific risk assessment for each program or activity that conforms
with Section 3321 note of Title 31 U.S.C.

3. Publish improper payment estimates for all programs and activities identified as
susceplible to signilicant improper payments under its risk assessment.

4. Publish programmatic corrective action plans in the AFR or PAR (if required):

Publish annual reduction targets for each program assessed to be at risk and estimated lor

improper payments (if required and applicable); and

6. Report a gross improper payment rate of less than 10 percent for each program and
activity for which an improper payment estimate was obtained and published in the AFR
or PAR.

S.h

We found in our inspection that the CPSC could not provide a well-supported risk assessment in
compliance with provision 2 above. nor did they publish a compliant improper payment estimate
as required in provisions 3 & 6 above. As such. we found the CPSC did not comply with
provisions 2. 3 and 6 of OMB M-15-02.

[N
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Specilically, Keamney noted the following:
1. Noncompliance (audit documentation {a/d] NFR 2014-01; Noncompliance )

* Inregards to the risk assessment performed by the CPSC forits FY 2014 IPERIA review,
Kearney noted that the risk assessment conducted was not consistent with the support
provided by CPSC. As such, Kearney could not substantiate the conclusions made on the
risk assessments performed by the CPSC.

* The CPSC reported an improper payment estimate in the FY 2014 AFR based on FY
2013 transaction activity. “Concurrent™ FY analysis is required unless approved by
OMB. The CPSC could not produce an approval to use a different basis for their review
year.

* Inconsisiencies existed between the documentation of the Standard of Operating
Procedure (SOP) for IPERIA review and actual procedures performed for the risk
assessment. Specifically. in our review, Kearney noted that the documented procedures
received for the risk assessment could not be re-performed by following the procedures
listed in its SOP

» There was a lack of evidence of the training provided to the CPSC Finance staff in
preparation for the IPERIA review

2. OMB-Required Disclosures (|a/d] NFR 2014-02: ONMB Required Disclosures)

Although the CPSC made certain disclosures in its AFR of the results of the IPERIA review
process, Kearney noted that the CPSC did not adequately address all of the IPERIA disclosure
requirements. as required by OMB M-15-02.

« In addition to the disclosures that the CPSC made in its FY 2014 AFR. the CPSC is

required to disclose the following:

- A list of programs and activities for which conducting a payment recapture audit
program would not be cost-effective

- A description of the justifications and analyses used to determine that conducting a
payment recapture audit program for these programs and activities was not cost-
effective

- Any decision stating that the CPSC would be unable to conduct a cost-effective
payment recapture audit program for certain programs and activities that expend more
than $1M. The decision should be sent to OMB and the CPSC Inspector General (IG)
directly and should include any analysis the CPSC used 1o reach its conclusion.

MANAGEMENT’S RESPONSE

The CPSC did not concur with Finding #1 and did concur with Finding #2. The CPSC
management has provided a response below to the findings presented in our report. We did not
audit CPSC’s response; accordingly. we do not provide any assurance on it.
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INTRODUCTION
Background

In July 2010, IPERA, which amended IPIA. was enacted 1o further reduce improper payments.
IPERA clarified the programs to be reviewed and expanded improper payments recapture
activities. IPERA also required 1Gs to determine whether an agency is in compliance with
IPERA and established additional requirements for agencies that were deemed noncompliant. In
April 2011, OMB issued guidance for agencies implementing IPERA requirements in Appendix
C. Revised Parts 1 and 1I, of OMB Circular A-123, Management’s Responsibility for Internal
Control. The guidance defines the programs and payments that agencies must assess [or the risk
of improper payments and provides requirements for determining whether the risk ol improper
payments is significant, developing an estimate of improper payments, performing recapture
audit activities. and reporting improper payment activities.

In January 2013, IPERIA" was enacted and further amended [PIA by requiring. among other
things, that OMB identify high-priority Federal programs for greater levels of oversight and
review, provide guidance to agencies for improving estimates of improper payments, and
establish a working system for pre-payment and pre-award review.

In their FY 2013 Performance Audit Report. Withum, Smith & Brown, a public accounting firm.
concluded that the CPSC was in compliance with IPERA. HHowever, they identified some areas
in which the CPSC could improve its process in identifying improper payments. Withum, Smith
& Brown’s report recommended that the CPSC implement the following actions:

» Enhance the definition of improper payments to include any inadequately supported
payments as improper

» Obtain the original source documentation as support. If the CPSC cannot obtain the
original source documentation. it should classify these as improper payments

= Ensure that stall’ members performing the testing are adequately trained in recognizing
overpayments indicated by vendor refunds.

Inour FY 2014 Performance Audit Report. Kearney concluded that the CPSC was in compliance
with IPERA. However, we identified some areas in which the CPSC could improve its process

in identifying improper payments. Our report recommended that the CPSC implement the
{ollowing actions:

+ [Enhance the level of documentation for the IPERIA process with regards to instruction
and performance

« Provide training to those individuals who perlorm the assessment and review

» Lnhance the IPERIA disclosures released in the annual CPSC AFR.

4P.L. No. 112-248
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Objectives

The purpose of this inspection was to ensure that the CPSC is taking sufficient steps to identify.

prevent, and recapture improper payments in accordance with [PERIA. The inspection objective

is to determine whether the CPSC is in compliance with IPERIA.

Specifically, this review and resulting report should provide sufficient findings and
recommendations to allow it Lo serve as:

1. A rigorous evaluation of the CPSC’s compliance with IPERA and OMB M-15-02

2. A consistent and understandable mechanism for reporting the results in the format
established by the Council of the Inspectors General on Integrity and Efficiency’s
(CIGIE) Quality Standards for Inspection and Evaluation (QSIE) and Generally
Accepted Government Auditing Standards (GAGAS)

3. A roadmap that the CPSC can follow to improve its processes.

Scope

This inspection covers the IPERIA review performed by the CPSC"s Finance staff. The scope of
this inspection included transactions identified by the CPSC as meeting the OMB M-15-02
definition of a payment made during FY 2014. In its self-review, the CPSC identified
approximately $98.6M in payments that met the definition of a payment, as deflined by OMB M-
15-02. Kearney conducted our inspection from February through May 20135 at the CPSC’s
lHeadquarters in Bethesda, MD.

Methodology

Kearney conducted this review in accordance with CIGIE's QSIE and GAGAS. which require
that Kearney obtain sufficient data 1o provide a reasonable basis for reaching conclusions. These
standards also require that Kearney ensure that the evidence supporting findings, conclusions,
and recommendations is sufficient. competent, and relevant, such that a reasonable person would
be able to sustain the findings, conclusions, and recommendations. Sufficiency of data needed
and tests of evidence varied based on the review objectives. findings. and conclusions.
Kearney’s team designed the inspection to obtain insight into the CPSC’s current processes,
procedures. and organizational structure regarding compliance with IPERIA requirements.

RESULTS AND FINDINGS

Risk Assessment

Kearney conducted this inspection to assess the CPSC’s compliance with IPERIA during FY
2014. We found that the CPSC performed program-specific risk assessments for those activities

identified as susceptible to significant improper payments. However, Kearney found that the risk
assessment performed was not in compliance with the guidance,
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Over the past year, the CPSC has made several improvements to its IPERIA review process. (o
include statistical sampling of all payment activities. centralizing documentation, and
documenting a plan for the annual IPERIA review. During our review process, Kearney noted
that the CPSC did not adequately address all IPERIA disclosure requirements in its FY 2014
AFR. Kearney also noted that the CPSC still lacks evidence of providing adequate compliance
training for its Finance staff with regards to the IPERIA review. Specilically, Kearney noted the
following:

* Inregards to the risk assessment performed by the CPSC for its FY 2014 IPERIA review.
the methods of the risk assessment CPSC conducted were not in compliance with OMB
M-15-02

» Lack of documentation available to support the conclusions of the risk assessment

+ Lack of evidence of the training provided to the CPSC Finance staff regarding the
IPERIA review and compliance with IPERIA and OMB M-15-02

» Inconsistencies were noted between the documented SOP for IPERIA review and actual
procedures performed lor the risk assessment. The risk assessment submitted by the
CPSC for inspection could not be re-performed following the procedures listed in the
CPSC’s SOP.

The CPSC’s methods and procedures of risk assessment do not adequately follow OMB M-15-
02 guidelines. Inadequate risk assessment performed may produce inaccurate results for
identifying programs that are susceptible 1o significant improper payments.

Kearney recommends that the CPSC document procedures compliant with OMB M-135-02 for the
performance of the risk assessment. perform a robust risk assessment to review and identify
programs susceptible o significant improper payments before the improper payments occur. and
ensure compliance with OMB M-15-02. specifically addressing the factors in OMB M-15-02,
Part .A.9.bi-bix. and document support for its risk assessment conclusions such that an external
independent reviewer can read. understand and verily the conclusions.

Improper Payment Estimate

We also found that the CPSC based their improper payment rate reported in the FY 2014 AFR
on FY 2013 transactions. 1PERIA requires that the AFR reflect an improper payment estimate
based on “concurrent” FY activity and transactions, unless an alternative basis is specifically
approved by OMB. As such, the FY 2014 AFR should reflect an improper payment estimate
based on FY 2014 (ransactions and data.

Specifically, Kearney noted the following:

* The improper payment estimate reported in the FY 2014 AFR is based on FY 2013
activity and transactions. This is allowable only with an OMB waiver or documentation
ol approval to use a “non-concurrent™ FY basis. CPSC could not produce an OMB
waiver or documentation of approval

Kearney recommends that the CPSC use concurrent financial information for its improper
payment estimate or obtain approval from OMB for its departure from OMB M-15-02.
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OMB-Required Disclosures

Although the CPSC improved the disclosures in its AFR of the results of the IPERIA review
process. Kearney noted that the CPSC did not adequately address all of the IPERIA disclosure
requirements in its FY 2014 AFR. as required by OMB M-15-02:

« In addition to the disclosures that the CPSC made in its FY 2014 AFR. the CPSC should

also disclose the following:

- Alist of programs and activities for which conducting a payment recapture audit
program would not be cost-effective

- A description of the justifications and analyses used to determine that conducting a
payment recapture audit program for these programs and activities was nol cost-
effective

- Any decision stating that the CPSC would be unable to conduct a cost-effective
payment recapture audit program for certain programs and activities that expend more
than $1M. The decision should be sent to OMB and the CPSC 1G directly and should
include any analysis the CPSC used to reach its conclusion.

By not making all disclosures with proper reporting data required by OMB. the CPSC did not
provide users and stakeholders with all of the relevant and reliable information about its efforts
to prevent, identify, and recover improper payments. AFRs are critical in fulfilling the
Government's duty to be accountable for the use of public (unds, and AFRs can be used to assess
an agency’s efficiency and effectiveness in performing activities, such as identifying and
recapturing improper payments. The results of an agency's actions related to improper payments
should be available not only to Congress and agency management, but also to the general public.

Kearney recommends that the CPSC enhance its existing policies and procedures (o ensure that
the improper payments information included in its AFR is complete, accurate. and compliant
with the relevant guidance. We also recommend the CPSC provides adequate training for its

Finance staff to ensure policies and procedures are developed and implemented in compliance
for IPERIA review.

Specifically, Kearney recommends that the CPSC discloses the following:

+ Inan Appendix to its AFR, list the programs and activities for which it has been
determined that conducting a payment recapture audit program would not be cost-
effective; include a description of the justifications and analysis to determine that
conducting a payment recapture audit program for these programs and activities was not
cost-effective

» Provide any decision stating that the CPSC would be unable or 1o conduct a cost-effective
payment recapture audit program (or is unnecessary) lor certain programs and activities
that expend more than $1M. The decision should be sent to OMB and the CPSC IG
directly and should include any analysis the CPSC used to reach its conclusion.
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CONCLUSION

Based on the results and findings noted above. Kearney concludes that the CPSC’s FY 2014
IPERIA review is not in compliance with IPERIA 2012 nor with OMB M-15-02,

The CPSC has made signilicant strides in the development of internal controls lor its IPERIA
review process. For example, Kearney notes that the documentation is significantly enhanced in
the current year and facilitated the external review of the IPERIA review process. In addition,
the CPSC performed a robust statistical sampling procedure and developed a very large sample
to implement a detective control for improper payment review. Kearney found this statistical

sampling technique to be designed and operating effectively as a control over the IPERIA
improper payment review.

However, there are improvements the CPSC's management has yet to make with regard o
compliance including the documentation of a well-supported risk assessment. the calculation of
an improper payment estimate based on concurrent year financial information. and enhancement
of AFR disclosures as required by OMB M-15-02. Kearney discussed our recommendations
with the CPSC’s management, who indicated that the CPSC plans to take the proper actions (o

remediate the issues noted and will implement policies and procedures to strengthen the IPERIA
review program.



KHRNEY& LS Comsumer Product Saleny € ommissinn
Tuspection of the IPER A Revies Program
PA“Y FY 2004 Dralt vedit Report

APPENDIX A - ACRONYMS

Acronym' =l s . Definition’
ad Audlt Documemauon e
| AFR T 'Agency Financial Report
CIGIE T Council of the Inspectors General on Integrity and Efficiency
@_Cf - LUS U.S. Consumer Product Safety Commission _—
FY , Fiscal Year - o
GAGAS | Generally Accepted Government . Auditing Standards '
LS . Inspector General
IPERA lmproper Payments Elimination and Recovery Acl of 7010
' IPERIA lmproper Payments Elimination and Recovery lmprovemenl
' | Act of 2012 o !
APIA | Improper Payments lnformatnon_éct_pf”OO" _______L
Kearnez . Kearney & Company. P.C. R |
| OIG = [ of fice of Inspector General
. OMB ___I Office of Management and Bud;_..el o e
E_._L.___ Publictaw -
QSIE | Quality Standards for Inspection and Evaluation
.SOP | Standard Operating Procedures
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APPENDIX B - MANAGEMENT’S RESPONSE

CPSC Management Response

Iutroduction

CPSC Management 1s pleased to aecept yYour awdit resudts on the ageny's uuplementation of the
1eqgirzmenis of the Improper Pavments Elnmunauen and Recovary Inprovement Act of 2012
(IPERIA). Th2 agency’s IPERLIA mmprovements i response (o vour o vear audii ae clearhy
reflected i the auditreport. We are also pleased to accept vom assessment that the CPSC does
exnbit conrels and addiesses improper payinents after they occur. and thar there 15 substannal
siuppoit for owm conclusion that the improper payment enor 1ate for the agency was exceedinzly
low 1zere as reparted m the FY 2014 Azency Financial Repott tAFR

Your seport mcludad o findings The agency does not agree 1o the finding and
recortnendanons tn 21 The azeney does agres to nnding and 1ecommendanions m =2 A
detatlzd explaation tollows

Finding =1: Noncompliauce

We o not concun wath the findimgs of noncomplianee waith IPERLA and OMB M-15-02 unds
the provisions of no 2.3 and 6 below  Of the six cutena requued w achieve full comphance.
onby 1 2o aned 6 g apphicable 1o CPSC and we complied with all of thems Critenia no. 315 not
requiied becanse none of the CPSC payment activines met the aritaia for suscepublez to

siznificant unproper payvment as defined by ONB N 15-02

. Publish an AFR o1 PAR o1 the mostiecent fiscal vear and posted thatreport and any
accompanymsz marenals rzquued by OMB on the agency website,

2 Conduct a proziam spectfic 15k assessment for 2adh program o acnany that conforms
with Secnon 232l note of Ttk 31U S C o0 fi.

&> Published improper payment estunaies for all prozians and acutihies wlentifted as
streepitble to stzmlicant muproper pavments uider 18- 16k assessment

4 Published preztammane conective actions plans mthe AFR o1 PAR 7 0 e 0,

Published. and 1> meetmz. annual seduction targets for €ach proziam assessed o be at

sk and @snnmared for impropes pavments af 1equued and applicable). and

G Reported a zrossumprop2r payment rate of less than o paycent for each promam and
activity for which an improper paviment estimare was obtained and published in the AFR
o1 PAR

EL]

Program Specific Risk Assessment
Unda compliance citeria no. 20 ¢ PSC followsad the 1equiraments rdenufied by OMB m
Memorandum L5022 Jppendin Cro Circular Noo 4-123, Requnrentents for Effective Esinmarnon
and Remediarion of Improper Pavmenrs The CPSC preparad both a gqualitative sisk assessuent
based on the 1K factors wdentifisd 1 ONB NM-13-02, Part LA 9 Stzpii-bay and o quanniais e
1=k assessmsnt Lased on a statisteal saniple The results of the guantitanye 1k assessnien
demonstratad zero unproper pavments and validare and suppoti the conclusions of the
qualitative sk assessment that concluded low 15k for impioper pavient  The results of the
program specific sk assessment are summatized m the FY 2054 Azency Fuxancial Repoit, page
6o, Table b In Managzemeni’s view. condition two 15 met and evidenced. € PSC was not
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requuad, and did not paform Step 2 of OMB M-13-02 Part T A 9 Stepl. which 1s (0 obtam a
stanstieally valid estunate of mproper pasment on its pavment achivinegs su-ceptble to
stznificant unproper payment Wlnch s both T 570 and $10N of all program paviments € PSC did
not meet the 1 5% and $10N thieshold necessary for pertomung Step 2

IPERIA and ONB M-15-02 ¢ntena do not include documentation fo1 115k assessments as one of
the compliance ¢ntzna. The CPSC provided the Auditor with the CPSC Iimproper Pavment Plan.
Standard Operaing Procedure DB oo Improper Paviment Review Process and the vesulis of the
quanatarive risk assessmens on Fzbruary 26, 2015 As noted by the Aunditor. the CPSC has
made several unprovements on the centrahization of decunentation and enhanced docnmentation
tor performance of the ammual IPERIA review The azeney 1> comnutted 1o mahing
nuprovements 10 1ts mternal pohcies and procedwes as necessary so that they are cleaer o
mrernal and external stakeholders

IPERIA and OMB M-12-02 ¢cnitena do not include mamimg as a comphance 1equirement

CPSC emplovees professional accountants that pertform the annual IPERLA revigaw. As the audut
tesulr recozmzes, the CPSC was able to provide substanual support for1ts conclinsions m the FY
2014 AFR of a 0% amproper payvnent 21101 1ate as evidenced m the progam specific -k
assessment. CPSC s committed to mameanung a highly competent statf 1o perform the IPERIA
review. and will provide «tatf naming o addiress skill 2zaps. should any specitic gaps be
idenfified

Improper Payment Estimate  FY 2014 vs FY 2013 Data
CPSC s Step 1 proztam speaific tisk assessment was conducred using FY 2ol data ONB M-
15-02 provides no guidance. and has no nonheaton and approval requitement for usmng non-
concurrent data in perfornng the tsk assessment tor Step 1 CPSC 1 comphance with the
gurdance. The OXNB nouticanon and approval requuemient only applies 1o Step 2. whereby an
agency must request approval from OMB o use a different 12-month 1eporting peniod for
SHIMNANAY INPIOP2T PAVISNE 1 a 2iven prog1am (ONMB M-13-02 Pat LA TS Smee CPSC
Jdid not idenufv any paviment activiniies sisceptibie 1o stgmficant improper payvinznts, it was not
nEcs~aly 10 perlorm St2p Lot ONB M-15-02,0Obtam a stanstwcally valid esnmate of the
annual amount of iproper pavments .~ The ONIB notufication and approval 1ggturenient in
Step 2 was subszquently not mgzered and CPSC was not rquizd o request ONMB approval

Finding =2: OMB-Required Disclosures

We concur with the finding and recommendanon CPSC waill unprove the disclosiie i the AFR
and will provide 1o the 1G and ONB the decision and analyvaas on costeetffective jecapture
proutans i furute repornng cveles

Closing

We appreaiate the eftorts and leadership of the Office of the Inspector General ¢QIG) and of the
auditors nnder connaci to the OIG thai pertonned this mudit Please convey o appreciation to
voun team tor the professionalisim and collemaliey exhibited during this audit,



