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Final Report No. OI1G-23-020-1

This memorandum provides our final report on fiscal year (FY) 2022 improper payment
reporting. Our review objective was to determine the U.S. Department of Commerce’s (the
Department’s) compliance with the Payment Integrity Information Act of 2019 (PIIA). To
determine FY 2022 compliance, we reviewed the “Payment Integrity” section of the
Department’s FY 2022 Agency Financial Report (AFR), accompanying materials to the AFR,
and other improper payment-related documentation. We also assessed the Department’s efforts
related to preventing and reducing improper payments and unknown payments.

Based on our review, we concluded that the Department complied with the PIIA criteria for
FY 2022. We did not identify any actions needed to further improve prevention and reduction
measures within the Department.

This final report will be posted on the Office of Inspector General’s website pursuant to sections
4 and 8M of the Inspector General Act of 1978, as amended (recodified at 5 U.S.C. §§ 404 &
420).

As required by PIIA, we are also issuing a copy of this final report to the U.S. Senate Committee
on Homeland Security and Governmental Affairs; the U.S. House Committee on Oversight and
Accountability; the U.S. Senate Committee on Appropriations; the U.S. House Committee on
Appropriations; the Comptroller General of the United States; and the Controller of the Office of
Management and Budget.



We would like to thank the Department’s staff and management for their cooperation during our
review. Please contact me at (202) 793-3331 if you would like to discuss the results of this
review.

Attachment



&

©
L=}
*
[ =

®

Y P\
€Rep 5 14

B
O
o)
£ S ®
741}1 NT OF

Background

As mandated by the Payment Integrity
Information Act of 2019 (PIIA) and
in accordance with guidance issued
by the Office of Management and
Budget (OMB), we initiated this
review to determine whether the
U.S. Department of Commerce (the
Department) complied with PIIA,
which is intended to improve efforts
to identify and reduce government-
wide improper payments.

Broadly defined, improper payments
are those the federal government
has made for the wrong amount, to
the wrong entity, or for the wrong
reason. PlIA set forth improper
payment requirements for executive
agencies including, but not limited
to, () conducting program-specific
risk assessments for each program
or activity, (2) publishing improper
payment estimates for programs
susceptible to significant improper
payments, and (3) reporting on
corrective actions to reduce
improper payments. To meet
improper payment requirements,
the Department followed OMB
Circular A-123, Appendix C, and OMB
Annual Data Call Instructions. It also
performed procedures to detect
and prevent improper payments and
unknown payments, including (l) risk
assessments of selected programs and
activities and (2) routine monitoring
and minimization activities, such as
post-payment reviews. During fiscal
year (FY) 2022, the Department
identified approximately $3.7 million
in overpayments and recaptured
approximately $2.6 million in
overpayments.

Why We Did This Review

Our objective was to determine the
Department’s compliance with PIIA.
To determine FY 2022 compliance,
we reviewed the “Payment Integrity”
section of its FY 2022 Agency Financial
Report (AFR), accompanying materials
to the AFR, and other improper
payment-related documentation.
We also assessed the Department’s
efforts related to preventing and
reducing improper payments and
unknown payments.

Report in Brief

May 22,2023

OFFICE OF THE SECRETARY

FY 2022 Compliance With Improper Payment Requirements
OI1G-23-020-I

WHAT WE CONCLUDED

To comply with PIIA, the Department must adhere to the following
criteria:

Publish payment integrity information with the agency’s AFR
for the most recent FY and post the AFR and accompanying
materials required by OMB on the agency’s website.

Conduct improper payment risk assessments for each
program with annual outlays greater than $10 million at least
once in the last 3 years and adequately conclude whether the
program is likely to make improper payments and unknown
payments above or below the statutory threshold.

Publish improper payment and unknown payment estimates
for programs susceptible to significant improper payments and
unknown payments in the accompanying materials to the AFR.

Publish corrective action plans for each program for which an
estimate above the statutory threshold was published in the
accompanying materials to the AFR.

Publish an improper payment and unknown payment
reduction target for each program for which an estimate
above the statutory threshold was published in the
accompanying materials to the AFR, demonstrate payment
integrity improvements or reach a tolerable improper
payment and unknown payment rate, and develop a plan to
meet the improper payment and unknown payment reduction
target(s).

Report an improper payment and unknown payment estimate
of less than 10 percent for each program for which an
estimate was published in the accompanying materials to the
AFR.

Based on our review, we concluded that the Department complied
with the PIIA criteria for FY 2022. Additionally, as part of our
review, we evaluated the adequacy of the Department’s efforts to
prevent and reduce improper payments and unknown payments. We
did not identify any actions needed to further improve prevention
and reduction measures within the Department.
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Introduction

As mandated by the Payment Integrity Information Act of 2019' (PIIA) and in accordance with
guidance issued by the Office of Management and Budget (OMB), we initiated this review to
determine whether the U.S. Department of Commerce (the Department) complied with PIIA,
which is intended to improve efforts to identify and reduce government-wide improper
payments.

Broadly defined, improper payments are those that the federal government has made for the
wrong amount, to the wrong entity, or for the wrong reason.” In fiscal year (FY) 2022, agencies
across the federal government made an estimated $214 billion® in improper payments.
Improper payments can negatively impact the public’s trust in the federal government and
distract from the benefits of federal programs. Accordingly, resolving the problem of improper
payments is of the utmost importance.

On March 2, 2020, PIIA set forth improper payment requirements for executive agencies
including, but not limited to, (1) conducting program-specific risk assessments for each program
or activity, (2) publishing improper payment estimates for programs susceptible to significant
improper payments, and (3) reporting on corrective actions to reduce improper payments.

To meet improper payment requirements, the Department followed OMB Circular A-123,
Appendix C (from March 5, 2021), OMB Circular A-136, revised, dated June 3, 2022, and OMB
FY2022 Payment Integrity Annual Data Call Instructions. It also performed procedures to detect
and prevent improper payments and unknown payments,* including (1) risk assessments of
selected programs and activities and (2) routine monitoring and minimization activities, such as
post-payment reviews.

The Department reported the results of these FY 2022 actions and other required improper
payment data to OMB for inclusion on PaymentAccuracy.gov.’ During FY 2022, the
Department reported approximately $2.8 million in overpayments identified for recapture and
recovered overpayments of approximately $2.6 million.

' Public Law 116-117, § 2, 134 Stat. 113. 123 (2019) (codified at 31 US.C. § 3353(a)(1)).

2 An improper payment is any payment that should not have been made or that was made in an incorrect amount,
including an overpayment or underpayment, under a statutory, contractual, administrative, or other legally
applicable requirement. It includes any payment (I) to an ineligible recipient, (2) for an ineligible good or service,
(3) that is duplicate, (4) for a good or service not received (except for those payments where authorized by law),
and (5) that does not account for credit for applicable discounts. See 31 U.S.C § 3351(4).

3 Fiscal Year 2022 Improper Payment Amount per the Improper Payment Totals tab on the FY2022 Payment
Accuracy Dataset. Available online at www.paymentaccuracy.gov (The Numbers | 2022 Dataset | Improper Payment
Totals) (accessed November 2022).

* A payment whose propriety cannot be determined by the agency as a result of insufficient or missing
documentation.

* PaymentAccuracy.gov is a website created by the U.S. Department of the Treasury, in coordination with the U.S.
Department of Justice and OMB, to serve as a centralized location for publishing information about improper
payments made by the federal government to individuals, organizations, and contractors.
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Obijective and Conclusion

Our review objective was to determine the Department’s compliance with PIIA. To determine
FY 2022 compliance, we reviewed the “Payment Integrity” section of its FY 2022 Agency
Financial Report (AFR), accompanying materials to the AFR, and other improper payment-related
documentation. We also assessed the Department’s efforts related to preventing and reducing
improper payments and unknown payments. Appendix A contains additional details on the
scope and methodology of this evaluation.

To comply with PlIA, the Department must adhere to the following criteria:

|. Publish payment integrity information with the agency’s AFR for the most recent FY and
post the AFR and accompanying materials required by OMB on the agency’s website.

2. Conduct improper payment risk assessments for each program with annual outlays
greater than $10 million at least once in the last 3 years and adequately conclude
whether the program is likely to make improper payments and unknown payments
above or below the statutory threshold.®

3. Publish improper payment and unknown payment estimates for programs susceptible to
significant improper payments and unknown payments in the accompanying materials to
the AFR.

4. Publish corrective action plans for each program for which an estimate above the
statutory threshold was published in the accompanying materials to the AFR.

5. Publish an improper payment and unknown payment reduction target for each program
for which an estimate above the statutory threshold was published in the accompanying
materials to the AFR, demonstrate payment integrity improvements or reach a tolerable
improper payment and unknown payment rate, and develop a plan to meet the
improper payment and unknown payment reduction target(s).

6. Report an improper payment and unknown payment estimate of less than 10 percent
for each program for which an estimate was published in the accompanying materials to
the AFR.

Based on our review and as summarized in table |, we concluded that the Department
complied with the PIIA criteria for FY 2022. Additionally, as part of our review, we evaluated
the adequacy of the Department’s efforts to prevent and reduce improper payments and
unknown payments. We did not identify any significant actions needed to further improve
prevention and reduction measures within the Department.

¢ Public Law 116-117, 31 US.C. § 3352(a)(3)(A), 134 Stat. |13, |15. Programs are considered to be above the
statutory threshold if they are reporting improper payments and unknown payments above (1) $10 million and 1.5
percent of the program’s total annual outlays or (2) $100 million.

FINAL REPORT NO. OIG-23-020-I 2
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Table I. PIIA Compliance Reporting

Compliance Criteria

3
_glé u y . ® 3# E -3 7,5 u
o 8 =
g, EIE 542 1.0 05 :id T % 5 3 : EEL
£ = 5 £ g A8 o fO%m g o ¥ ng Estde
R IHELIEEI R 233f  pefifds 23F fio N
52 kR - U= @ U, 8 55 G 8l U£T = - 8
Ee EZ2 Em £u R ERW ¢ A% R g8 8E ES EY A 3
§8 8¢ ERPY ceef  geefi %sIt  pi%Eys ifpy i3 EEEﬁE
= [ o n o= = = " 1 a
w8 2 b ﬂﬁ‘gu '303 c95pd $EniE cEsodg E52E Bue E‘"n-gﬂ
- ] R AEBE® & < at |40 g g £0 Ecan
ig Js EURS 723 GERIE §aS;0 SEESEE EPEY Aiy 0 FEEE
£ E'ﬁ g8 p £ 6l aigﬁm E 5§ EEEOEEM gmai bl .Eﬁﬂim
W £ SpEu U:ﬁ EmS Wt nE e 0 Eme 2 RE H-EEN n iy E.gl.uF
ag g6 o3y 2. saibe SLUES CafA3F FEER R0 af#p
E-.E 53 %g;g g;a Eggag Jeald B5q338 f§3f 5li §E§Eg
= z 7] ] S Lo = = = 2 =
IR EI R N
2E £ d8f% JEf4s FSEEY ZHAEE FSpGs§ 4885 QEf  SEigd
LS. Census Bureau’s Enterprise Data Capture and )
Dissemination System’s Center for Enterprise Yes Yes Yes Yes Not m;‘fﬂbje NA® NA® WA NA NA®
Dissemination Services and Consumer Innovation :
Economic Development Administration’s Funds 2 P = " - :
Received Under Bipartisan Budget Act of 2018 Yes Tes NA NA Test NA NA NA NA Tes*
Mr’n_on‘ty Business Development Agency’s Minarity Yes Yes Yes Yes NAY NA® NA® NAS NAY NA®
Business Development Grants
MNational Coeanic and Atmespheric Administration’s 0 o 0 G 0 o
Purchase Orders and Contracts Yes Yes fes fes NA NA A NA NA NA
MNational Coeanic and Atmespheric Administration’s N N N - N N
Funds Received Under Bipartisan Budget Act of 2018 Yes Yes fes Yes NA NA A NA NA NA
National Telecommunications and Information
Administration’s Domestic and International Policies . " . . . "
and Advanced Communications Research; Spectrum; e == = 2 LS bl b R LS et
Public Safety Communications

Source: OIG analysis of Departmental data

a

We assessed these Departmental programs including improper payment risk assessments, if applicable. The Department completed |7 program risk assessments
during FY 2022, as described on PaymentAccuracy.gov.

The Department was not required to report improper payment data for this program in FY 2022, as the Department’s risk assessment process did not identify the
program as susceptible to significant improper payments and unknown payments.

This criterion did not apply because the estimate was below the statutory threshold.

In FY 2022, this program was not required to perform a risk assessment because it was considered susceptible to significant improper payments and therefore
required to report an improper payment estimate.

The Department published improper payment estimate and rate of $3.9 million and 5.56 percent, respectively, as well as an unknown payment amount and rate of $0
and O percent, respectively.
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Appendix A: Objective, Scope, and
Methodology

Our review objective was to determine the Department’s compliance with PIIA. To determine
FY 2022 compliance, we reviewed the “Payment Integrity” section of its FY 2022 AFR,
accompanying materials to the AFR, and other improper payment-related documentation. We
also assessed the Department’s efforts related to preventing and reducing improper payments
and unknown payments.

To accomplish our objective, we performed the following:

e Reviewed relevant laws, regulations, and other guidance, including

o Payment Integrity Information Act of 2019 (Public Law |16-117), dated March 2,
2020

o OMB Circular A-123, Appendix C, as revised by OMB Memorandum M-21-19, dated
March 5, 2021

o OMB Circular A-136, Revised, dated June 3, 2022

o OMB FY2022 Payment Integrity Annual Data Call Instructions, updated September
2022

o OMB Payment Integrity Question and Answer Platform

o Council of the Inspectors General on Integrity and Efficiency, Guidance for
Payment Integrity Information Act Compliance Reviews, dated November 8, 2022

o OMB Memorandum M-18-14 on Implementation of Internal Controls and Grant
Expenditures for the Disaster-Related Appropriations, dated March 30, 2018

e Reviewed the “Payment Integrity” section in the FY 2022 AFR and the Department’s
accompanying materials (Annual Improper Payments 2022 Dataset) included on
PaymentAccuracy.gov.

¢ Interviewed officials in the Office of the Secretary’s Office of Financial Management,
National Oceanic and Atmospheric Administration, and Economic Development
Administration responsible for improper payment oversight and reporting.

e Obtained and analyzed documents related to the FY 2022 risk assessments and
improper payment reporting—including the FY 2022 risk assessment tracking log,
completed risk assessments, and the FY 2022 improper payments and amounts
recaptured summary.

e Reviewed Departmental processes and practices for identifying, assessing, and reporting
programs and activities susceptible to significant improper payments.

e Reviewed the Departmental processes and practices in place to prevent, reduce, and
recapture improper payments during FY 2022.

e Reviewed the Department’s compliance with applicable provisions of PIIA.

FINAL REPORT NO. OIG-23-020-I 4
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In addition, we assessed the reliability of the Department’s FY 2022 improper payments data by
identifying the data sources, understanding how the data was extracted, and analyzing the data.
We also traced data to source documents. We determined that the data was sufficiently
reliable for the purposes of this report.

We conducted our review from December 2022 through March 2023 under the authority of
the Inspector General Act of 1978, as amended, and Department Organization Order 10-13, as
amended October 21, 2020. We performed our fieldwork remotely.

We conducted this evaluation in accordance with Quality Standards for Inspection and
Evaluation (December 2020) issued by the Council of the Inspectors General on Integrity and
Efficiency. Those standards require that the evidence must sufficiently and appropriately
support evaluation findings and provide a reasonable basis for conclusions and
recommendations related to the objective. We believe that the evidence obtained provides a
reasonable basis for our conclusion based on our review objective.

011200000444
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