INSPECTOR GENERAL
DEPARTMENT OF DEFENSE
400 ARMY NAVY DRIVE
ARLINGTON, VIRGINIA 22202-2884

MAY 24 1996

MEMORANDUM FOR SECRETARY OF DEFENSE

SUBJECT: Fiscal Year 1998-2003 Program Objective Memorandum,
Office of the Inspector General, Department of Defense

Enclosed is our fiscal year 1998-2003 Program Objective Memorandum (POM)
submission. It was prepared in accordance with the March 14, 1996 Preparation Instructions
and the March 21, 1996 Fiscal Guidance. The POM submission reflects OIG programming
within force management guidance consistent with the Department’s downsizing goals. The
force management guidance necessitated a reorganization of the OIG to ensure statutory
mission accomplishment. We will continue to evaluate our ability to accomplish our mission
within the targeted resource levels in future years.

The POM contains recommended adjustments to authorized outyear Fiscal Guidance
planning levels as follow:

TOA IN MILLIONS

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY 2003

Fiscal Guidance 137.2 133.7 130.1 128.7 131.6 134.4
Planning Request for
Reengineered Systems 22.2 22.8 20.9 13.2 13.6 23.3

The Office of the Inspector General (OIG) is statutorily responsible to conduct audits
and investigations for the Department of Defense. In FY 1995, OIG audits resulted in $6.1
billion of savings achieved through questioned costs disallowed or funds put to better use.
For the same year, the amount of OIG criminal investigative fines, penalties, restitutions and
recoveries totaled $631 million. For the first six months of FY 1996, realized audit savings
totaled $1.3 billion and criminal investigative fines, penalties, restitutions and recoveries
were $161.5 million. The performance of those functional areas is indeed impressive by any
measure--from inception through FY 1995, OIG savings exceeded operating costs for the
OIG by $23 billion.

In FY 1996, we implemented an agency reorganization to ensure effective
performance of our mission within resource guidance levels. Improved information systems
| support is imperative to enable the OIG and the Defense-wide audit and investigative
| communities to perform core functions while downsizing. As Principal Staff Assistant for
| audit, criminal investigations and inspections functions, I am presenting the Defense-wide
| requirements for implementation of the reengineered systems for the audit and criminal
investigation communities. Funding received from the Corporate Information Management
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Central Fund allowed the communities to conduct business process reengineering initiatives
that are nearing completion. Draft target system requirements are undergoing review and
validation. Implementation could begin as early as FY 1997 but will be stalled because of
funding constraints. I am requesting that funds be reserved for implementation of the two
systems. Validated economic analysis and final system implementation plans should be
available for the September budget submission.

Your support is critical to ensure adequate audit and investigative coverage. I
request that implementation proposal be favorably considered.

Inspector General

Enclosure
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UNCLASSIFIED
(U) POM SUMMARY

(U) FISCAL GUIDANCE (TOA IN MILLIONS)

FY9% FY97 FY98 FY9 FY00 Fyol FY 02 03
Fiscal Guidance TOA 139.3 138.5 137.2 133.7 130.1 128.7 131.6 134.4
End Strength
Civilian 1,467 1,393 1,324 1,258 1,195 1,135 1,135 1,135
Military 31 31 31 30 30 30 30 30
Workyears-Civilian 1,538 1,453 1,346 1,273 1,196 1,140 1,140 1,140
Adjustments:
Defense-wide Guidance 222 22.8 20.9 13.2 13.6 23.3
End Strength
Civilian
Military
Workyears-Civilian
Preferred Guidance: 139.3 138.5 137.2 133.7 130.1 128.7 131.6 134.4
Implementation Withhold 22.2 22.8 20.9 13.2 13.6 233
End Strength
Civilian 1,467 1,393 1,324 1,258 1,195 1,135 1,135 1,135
Military 31 31 31 30 30 30 30 30
Workyears-Civilian 1,538 1,453 1,346 1,273 1,196 1,140 1,140 1,140

The Office of Inspector General (OIG), Department of Defense, was established by P.L.
97-252, September 8, 1982, as amended. The Offices of Inspectors General were established
to (1) audit and investigate programs and operations; (2) recommend policies and coordinate
activities to promote economy, efficiency and effectiveness in programs and operations and
prevent and detect fraud and abuse; and (3) keep the head of the establishment and Congress
fully informed about problems and deficiencies and the necessity for and progress of
corrective action. The OIG, DoD has fulfilled its mission successfully since its establishment
due to the dedicated work of employees and the support provided by the Department and the
Congress with sufficient resources to meet its charter.

The above guidance funding is requested for the following purposes:

($ In Millions)

DoD-wide Reengineered Systems — 22.2 22.8 20.9 13.2 13.6 23.3

The OIG must use programmed funds for maintaining and replacing existing software
and hardware that comprise the basic infrastructure of a headquarters local area network and
personal computers and notebooks with software for word processing, database and spread-
sheet functions. The functional process improvement and development and implementation
of DoD-wide reengineered systems cannot be funded within the FY 1998 Guidance levels.
We were provided funds through the Corporate Information Management Central Fund for
the consolidated functional process improvement project that began in FY 1994. Additional

UNCLASSIFIED
1




UNCLASSIFIED

funds are required by the OIG and Service audit and investigative agencies to implement the
target systems. These estimates include contracting out the development, implementation and
maintenance efforts for the target investigative system. There are differences in the
communications estimates provided by components since the OIG funds for communication
costs directly in its budget and Service audit and criminal investigative agencies may receive
support through their respective Departments. The benefits from the reengineered systems
are expected to include improved customer support, common/standardized data language and
processes, common core performance measures, reductions in criminal investigative case
administrative preparation time and improved criminal investigative case information

repositories.

($ In Millions)

FY9 FY9 FYO00 FYol FYoO02 FYOQ3

Criminal Investigation System 19.6 20.8 18.8 11.1 11.6 21.1
Audit Mgt Info System 26 20 21 21 20 22
Reengineered Systems Total 22.2 22.8 20.9 13.2 13.6 23.3
Summary

In FY 1995, the OIG issued 314 audit reports that identified potential monetary
benefits of $6.8 billion. For the first six months in FY 1996, the potential monetary benefits
totaled $1.1 billion. In FY 1995, the investigation function obtained 372 indictments, 295
convictions and recovered $631 million. For the first six months in FY 1996, fines,
penalties, forfeitures, assessments, restitutions and recoupments totaled $161 million.

The OIG has a well-established record of productive return on Government resources
expended. Favorable consideration of the planning request level will enable the OIG to
continue to provide the maximum support possible to meet statutory requirements to promote
programmatic and operational economy, efficiency and effectiveness, and to detect and
prevent fraud, waste and abuse. The planned implementation of the reengineered systems
would result in improved coordination within the Department and improved operational
effectiveness for the audit and criminal investigative communities.
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