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The Clerk of the Board

Merit Systems Protection Board

1615 M Street, NW.

Washington, D.C.   20419

Dear Sir or Madam,

This letter is in response to the Environmental Protection Agency’s (EPA) Office of General Counsel, Karen Palmer’s, November 1, 2007 letter to the Clerk of the Board.  In that letter, Ms. Palmer states that I failed to make nonfrivolous allegations involving protected (whistleblower) disclosures.  Therefore, I am introducing additional evidence to support my allegation that the Central Agencies [Government Accountability Office (GAO), Office of Management and Budget (OMB), Treasury Department, General Services Administration (GSA), and Office of Personnel Management (OPM]) acted illegally and improperly to hide a twenty-year failed outsourcing initiative involving our government’s accounting and financial standards and processes.  It is interesting to note that one of the Central 
Agencies included in this joint effort was OPM.  Instead of contracting out the government’s technical standards, the Central Agencies had the option of increasing the government’s educational requirements of its supervisory accountants and computer science positions (to minimal 4-year college degree requirements) and designing these very technical standards within the government. Instead, the Central Agencies top, six-figure salaried financial managers decided to outsource this effort to AICPA firms, financial software companies, and management consulting firms?   Why?

 A new level of concern, now, is the current initiative to outsource our government’s (and EPA’s) Chief Financial Officer (CFO) Act agency accounting-related functions. The Gloria Owen’s “fear for her life” story was an attempt to eliminate me as a source of embarrassment for publicly revealing the Central Agencies’ (and their corporate friends) deficient government-wide standards, EPA’s very serious accounting and systems deficiencies, their violation of no less than seven Congressional Acts, and then the falsification of their reports to Congress to hide those deficiencies.  To give you an idea of the extent of Gloria Owens “fear for her life” (from me), she recently “volunteered” to be my supervisor in January 2008.
The following information summarizes key points of my prior written testimony and provides additional information to reiterate my claim that my allegations are both non-frivolous and protected under the Whistleblower Protection Act. 

In Judge Daniel M. Turbitt’s September 5, 2007 initial decision, Judge Turbitt made the statement that “The evidence is replete with information that the appellant tried, for two decades, to call attention to what he believed was an improper financial and accounting practice used by the EPA and other government agencies, but that no one else was alarmed over the issue.  The appellant would have us believe that this is because of a national conspiracy involving all levels of government officials working in concert with each other to benefit themselves and their friends.  That sounds far-fetched, and, as it should have become patently clear by now to the appellant, perhaps these practices are ones that are within management’s discretion.”     

In response to Judge Turbitt’s national “conspiracy theory,” I think the problem of gross waste regarding our government’s deficient accounting and financial system standards and processes has more to do with a modern adaptation of the 1837 Hans Christian Anderson story of the “The Emperor Has No Clothes.”  

Recall that this story involved an emperor who was naïve, vain, very interested in his clothing, and not very bright.  One day two rogue weavers arrived in town, claiming to be gifted weavers.  They convinced the emperor that they could weave cloth with a magical property that would be visible only to those who were loyal to the emperor.  The emperor was very impressed and ordered the weavers to work on his clothes immediately.  He first tested his ministers by ordering them to look at the weaver’s progress and to report back to him.  The ministers could see nothing but did not want to appear stupid or disloyal and so reported back to the emperor that they were very impressed with the weaver’s work.  When the emperor went to see his clothing, he saw nothing but also did not want to appear stupid and so “dressed” for the grand procession.   At his grand procession (and with no clothing) all the people cheered and applauded because they already knew about the weaver’s story.  All went well until a child yelled, “he has no clothes” and the scam was revealed.
My adaptation of “The Emperor Has No Clothes” is “The Agency’s and our Government’s Financial Statements make no sense” (the reports require endless adjustments, are produced manually, and defy the most basic accounting logic).  The story begins when the emperor (i.e. the Central Agencies) decides to have accurate financial statements, just like the private sector.   The Central Agencies’ top bureaucrats realize that they are unqualified and possess no meaningful credentials in either accounting or computer science.  They systematically bypassed the career government credentialed accountant and computer science professionals for advice as they would have to admit their ignorance.   The best way around this dilemma was to contact their rogue weavers and corporate friends that include AICPA firms, financial software companies, and management consulting firms for advice regarding our government’s accounting and financial software standards and processes.  The checks and balances that were (on paper) built into the process delegated the ministers [i.e. the 24 Chief Financial Officer (CFO) Act agency’s political appointees) with the responsibility of using the Central Agencies’ standards in performing their agency accounting-related functions.  Their responsibilities were to:  (1) critique the Central Agencies’ standards, and (2) ensure that the agency-level data was entered in accordance with Generally Accepted Accounting Principles (GAAP).  However, the CFO Act Agency’s political appointees were also unqualified and knew nothing about accounting or computer science.  Therefore, the ministers used the rogue weavers (i.e. corporate friends) standards and never questioned anything because they assumed that if the emperor told them to use these standards that they must be correct; they were also afraid to question the emperor.  All went well until the first set of financial statements were produced and a child (i.e. an accountant whistleblower) yelled, “The Agency’s and our Government’s Financial Statements make no sense.”  As more and more children (accountant whistleblowers) spoke out, the emperor (i.e. the Central Agencies) and the ministers (i.e. the CFO Act agencies) knew they had a (minor) problem.   

The problem was only “minor” because the emperor and the ministers knew the government had no real accounting (and computer science) educational qualifications to be paid a six figure salary.  Therefore, the ministers deceived the public by filling many of the six figure salaried career (GM 14 and GM 15 level) government accountant management positions with individuals that also had no 4-year college degrees in any field (much less accounting).  These GM level “government accountants” functioned as the minister’s enforcers.  Their responsibilities were simple, continue the failed policies of the past (simply because they knew no better) and eliminate the government’s credentialed  4-year degreed accountants  and Certified Public Accountant professionals.  This arrangement worked quite well for the emperor, ministers, and their GM-level enforcers simply because they were able to hide this scheme and also profit in three ways.  First, they were all paid six figure salaries for knowing nothing regarding their assigned responsibilities.  Second, on top of their very large and undeserved salaries, they were also rewarded again with very large and undeserved cash awards and bonuses for claiming to produce more and more accurate government financial statements (while producing nothing).  Even though these gross and continued failures were reported each year to the lawmakers (i.e. Congress) of the land, nothing was done to hold them accountable.   The source of the money for their awards and bonuses was, ironically, from the very people (the tax payers) they were deceiving.  Third, the emperor, ministers, and supervisory bureaucrat (GM 15 level) enforcers and thugs, hereafter alluded to as revolving door bureaucrats (RDB’s) had a very lucrative and unwritten scheme going with their rogue weavers (i.e. corporate friends).   The lawmakers passed legislation (Executive Branch Reform Act of 2007 and The Whistleblower Protection Enhancement Act of 2007) to address these “planned” and “inbred” bureaucracy weaknesses but a few additional (and much needed) modifications must be made to fully address these issues.  
The following paragraphs provide actual facts to support my adaptation to the 1837 Hans Christian Anderson story “The Emperor Has No Clothes” with my government version, “The Agency’s and our Government’s Financial Statements make no sense.”
CENTRAL AGENCY LEVEL
At the Central Agency level (GAO, OMB, Treasury, GSA, and OPM), I alleged that they had outsourced the design and implementation of our government’s accounting and financial system standards and processes over the past 20 years to private sector accounting firms, financial software companies, and management consulting firms with absolutely no benefit to the taxpayer.  I stand by that statement.  This gross waste of our tax money is corroborated in the last 10 years of GAO’s own written Congressional testimony.  In that testimony, however, GAO intentionally deceives Congress and the American people by continually to blame the CFO Act agencies for our government’s inability to prepare consolidated financial statements while never mentioning that the 24 CFO Act agencies were merely following the Central Agencies’ (and its outsourced and flawed private sector) standards.  In GAO’s July 2007 Financial Audit report, GAO is even more ambiguous and blames its 10-year acknowledged failure on “certain” material weaknesses (whatever that means). 

The July 2007 GAO Financial Audit report misrepresents the facts in other areas as well.   For example, in the “What GAO Recommends” section, GAO identified 11 new recommendations to address weakness that were found during the fiscal year 2006 CFS audit.  GAO gives the appearance that the Office of Management and Budget and the Treasury Department are working as separate and distinct entities when it comes to formulating our government’s accounting standards and financial software standards.   In fact, GAO, OMB, Treasury Department, and GSA have always worked and acted as “one” regarding the formulation of both our government accounting standards and our government financial software standards, (formerly under the Joint Financial Management Improvement Program - JFMIP), and now under the Financial Systems Integration Office (FSIO).  Notice, at no time is there any reference to the Central Agencies’ reliance on AICPA firms and financial software companies to produce the government-wide accounting and financial software standards for the Central Agencies (another gross misrepresentation).  

GAO, again misrepresents the facts when it infers that, if it were not for “such” weaknesses, the government’s financial statements would be in conformity with generally accepted accounting principles (GAAP), under the “What GAO Found” section  Once again, under the Federal Accounting Standard Advisory Board (FASAB), the entity (on paper) responsible for establishing the government-wide accounting standards that all 24 CFO Act agencies must follow, the statement is made that the government’s accounting standards are in compliance with GAAP.  In fact, nothing could be further from the truth because if the government’s standards were in compliance with GAAP, the government would be “generating” its financial statements (from a trial balance) and not preparing them manually as is still currently done.  
The truth concerning the Central Agencies (and GAO’s) gross misrepresentation of its compliance with GAAP is revealed quite by accident.   
On June 1, 1999, the Washington Times published my OPED, “At EPA, waste, fraud, and abuse,” questioning both the accuracy of EPA’s financial statements and the logic of the Central Agencies’ accounting standards. The FASAB News report was published in October 1999 stating that the AICPA had designated FASAB as the accounting standards-setting body for all federal entities (When does a private sector entity, like the AICPA, get the right to OK and publicly approve a government-wide accounting standard?).  In reality, the AICPA was forced to come to the defense of FASAB (and the Central Agencies), 4 ½ months after my Washington Times OPED was published, only because the FASAB accounting standards were written by the AICPA.  What is equally noteworthy is the AICPA’s comment in the FASAB News report stating that “an AICPA member shall not express an opinion or state affirmatively that the financial statements of any (federal) entity are presented in conformity with GAAP.”   The AICPA made this comment because they knew that “their” standards were not in compliance with GAAP and did not want to go on record supporting this fact.  Note, that this statement conflicts with the Central Agencies’ position inferring that the government’s statements were in compliance with GAAP.   The bottom line is this.  If the Central Agencies made these statements when they knew their financial statements were not in compliance with GAAP, they were lying.  If they made these statements thinking that the government’s financial statements were in compliance with GAAP, and they were not, they revealed just how naïve and incompetent they really are.  Either way, the taxpayers paid a very high price.

The Federal Times October 22, 2007 article, “DHS too dependent on contractors, GAO finds,” reveals yet another example of GAO’s double-talk.  The article goes on to state that, “GAO recommended the department (Department of Homeland Security) make sure that contractors are kept at an arm’s length from agency decisions.”  Its too bad that GAO couldn’t practice the same restraint regarding their 20-year failed effort with their own contractors.  In another moment of no candor, the article includes the following GAO statement, “The GAO report excuses the department’s extensive use of contractors to fill staffing holes when the department was formed in 2003.  But it says department managers have had plenty of time to hire and train federal employees on these jobs.”  I wonder what GAO’s excuse is for their own use of contractors since GAO was founded, not in 2003, but way back in 1921.

 
An FCW.COM published an article on June 8, 2007, “FSIO to improve financial software certification process.” Recall that FSIO (Federal Systems Integration Office) is the modern version of JFMIP, then chaired by David Walker.  The FCW.COM article states that, “The testing process has matured from where it was 10 years ago when there were no real federal commercial products.”  That statement is blatantly incorrect because the government (JFMIP and the Central Agencies) procured their first financial off-the-shelf financial software by placing two financial software vendors on the General Service Administration’s (GSA) schedule to eliminate all red tape (and safeguards) to speed up the procurement of this untested financial software by all 24 CFO Act agencies back in 1987.  
As stated previously, there was no ability to test this software since the Central Agencies did not even consider the need for a government-wide accounting standard until they formed the Federal Accounting Standards Advisory Board (FASAB) back in October 1990.  And then, the timing is interesting for “their” great revelation.  As already stated in prior written testimony, I took a one-year unpaid sabbatical to lobby Congress (and the Central Agencies) over the need to adopt an integrated accounting and budgeting process that I had developed over the course of three or four years that was based on generally accepted accounting principles (GAAP); the date of my unpaid sabbatical was from October 1986 to October 1987.   Considering the timing of my sabbatical and the Central Agencies’ great revelation over the need for an accounting standard, it took these very bright Central Agency political appointees (and the AICPA) three years to establish FASAB.  
As stated in documentation that I made available on the National Accountant Whistleblower Coalition (NAWBC) website.  I have no allusions that I am brighter than the AICPA’s that designed the government’s very flawed accounting standards.  I agree with the statement that Judge Turbitt made in his September 5, 2007 initial decision dismissing my case, “Although the appellant insisted in telling others that the accounting methods he endorsed was the better way to go, and that more people with accounting degrees needed to be hired, its was obvious that many people throughout the government, including individuals with more education and even greater skills than the appellant possessed, chose to follow a different methodology.” 

In response to Judge Turbitt’s above comments, I think that it is imperative for me and my other fellow whistleblowers (and the American people) to question any actions that our government’s political appointees (and “their” contractors) decide upon, that, with all do respect, make no sense.   We need checks and balances in place to ensure that these people are working for the greater good of this country and not for themselves.  So, yes, I feel that anytime our government’s top bureaucrats adhere to a “methodology” that involves paying six figure salaries to anyone (including political appointees and GM level managers) that know nothing about the field for which they are responsible, we, as government employees and taxpayers, not only have the right but the duty to question those decisions.  
As stated previously, I have no allusion that I am brighter than the AICPA’s that designed our government’s very flawed accounting standards or the Comptroller General of the U.S., David Walker, who supported their very integral roles in our government’s accountability initiative.   I do, however, have the right and the duty, as a government employee and taxpayer, to question their decisions when it appears to me that they have acted inappropriately.  I offer, as an example, 

the incident involving a September 23, 2002 David Walker by three government employees (two accountants and one contracting officer) questioning the Central Agencies’ FASAB accounting standards.   In that letter, we also provided a reference to the Taxpayers for Government Accounting Reform (TGAR) website, http://www.tgar.org  that identified the government’s non-integrated accounting and budgeting processes as stumbling blocks to any real accounting reforms.  It came as no surprise when I read a June 23, 2005 GOVEXEC.com article, “Lawmaker opens debate on financial management, ” that revealed a very disturbing fact.  Congress was now paying a contractor to perform (and I quote word for word) “a survey, which is not yet complete, that has uncovered a disconnect between financial accounting and the budgeting process.”  This is the very same information that we (as government employees) had already given to both Congress and GAO (free).   Is it any wonder that the American people have lost all faith in the integrity of this government?

I also think that it is noteworthy that on June 8, 1998, I drove from North Carolina to Washington, D.C. to give a two hour presentation to Senator Fred Thompson’s staff (Chairman of the Government Affairs Committee).  A June 20, 1998 Senator Fred Thompson letter summarizes the topics discussed during that presentation. That presentation dealt, again, with my concern over the current FASAB standard and the need for Congress to require that the Central Agencies design an accounting model (not mine) showing that their logic was sound before forcing all 24 CFO Act agencies to adopt standards that had no possibility of working.  I also mentioned, again, the problem of the government’s two separate and distinct accounting and budgeting processes as stumbling blocks to designing any meaningful financial software.  


In closing, I think that it is fair to say, based upon the documentation that I have presented, that we need some very real checks and balances to ensure that all parties involved in our government bureaucracy act honorably and in the best interest of our country.  H.R. 984, the Executive Branch Reform Act of 2007 was a good and initial step in that direction.  The best way to ensure that these very important checks and balances become a part of this government’s operation  is to amend this act to include real and meaningful penalties for our government’s revolving door bureaucrats (RDB’s) that include jail terms, loss of pension, and whatever means available to eliminate this gross and unnecessary use of contractors.  There is absolutely no reason to outsource either the Central Agencies’ design of our government’s accounting and financial software standards and processes to outside contractors.  Likewise, there is also no need to outsource our government’s CFO Act agency operations to the private sector.  As I have stated all along, however, we need real accountants and real computer science professionals, just like in the private sector.  We can no longer afford to pay the outrageous six-figure salaries of political appointees or GM level supervisors who lack the necessary accounting and computer science credentials to  perform their responsibilities.  

Finally, we need a government version of the Sarbanes and Oxley Act of 2002 to provide the same level of penalties that were given to the wrongdoers of Enron, Tyco, and Worldcom executives.  Until that happens, we are simply wasting the taxpayer’s money.
CFO AGENCY LEVEL
At the CFO Act agency level, as stated previously, each of the 24 CFO Act agencies are responsible for:  (1) verifying the legitimacy of the Central Agencies’ (and private sector) accounting and financial software standards and processes, and (2) ensuring that the data entered in their agency’s financial software is in compliance with Generally Accepted Accounting Principles (GAAP).  
I think that you would find, if we use Judge Turbitt’s “disinterested observer” idea, that the majority of the American people would agree that the Agency Chief Financial Officer (CFO), the most important “accountant” position in the agency, should have both a 4-year accounting degree and a Certified Public Accountant (CPA) certificate, as a minimal requirement.   Likewise, his/her “accountant” political appointee and GM “accountant” management-level staff should have comparable educations.  The logic for this very basic “management” requirement is to enhance communication and efficiency within the federal government’s financial management community.  Please note that this statement and philosophy is in direct conflict with Judge Turbitt’s statement that, “ it should have become patently clear by now to the appellant that perhaps these (government) practices (of filling their management and staff positions with anyone they desire) are ones that are within management’s discretion.”   
Our government’s 20-year documented “management” and outsourcing government-wide accountability failure should cause the most “disinterested observer” to question the logic of our government’s management hiring and promotion philosophies.  EPA’s management, starting with the agency CFO and down through his political appointees and GM level “accountant” managers, provide good examples of the fall out of not hiring technically competent managers.  Add the lack of penalties for the intentional misinformation by the Central Agencies’ top bureaucrats and you begin to get an idea of the “non-frivolous” allegations that I have made and will continue to make against both the Central Agencies and 24 CFO Act agencies until someone addresses these problems.


EPA’s (and our government’s) management hiring and promotion philosophies present a clear example of a government that has gone awry, the gross waste of our tax dollars, the destruction of the mentor supervisor and employee relationship, and the very real threat to our country’s financial security that results.  My 4-day LWOP suspension is a clear example of the negative energy, gross waste of time and tax dollars, and misinformation that has, effectively, gotten this government to the point where it is now – no ability to generate accurate financial statements at any level (as already acknowledged in GAO’s last 10-years of written Congressional testimony).     
To illustrate my point, consider the make-up of EPA’s “financial management” team.  EPA’s CFO and his staff of political appointees have no background in accounting and thus no ability to either critique the Central Agencies (and private sector) accounting and financial system standards and processes or to question EPA’s existing or newly proposed accounting or financial system initiatives .  The CFO’s goal is to achieve the same clean (and meaningless) audit opinions that his predecessors achieved.  This comment is not intended to disparage the CFO or the other political appointee staff in any way; it is simply the truth and a natural reaction for someone (anyone) who is placed in a position for which they are  unqualified to fill. 
Because the EPA CFO is a political appointee (as are the other 23 CFO’s), his/her (and their) responsibility is to implement the strategies and philosophies that will effect the goals of the (Bush) Administration.  Thus, in this case, he/she is responsible for “tailoring” EPA’s management team to fit the current Administration’s policies and philosophies of outsourcing all EPA (and CFO agency) accounting-related functions.  To do this, he needs a management team that will implement this policy without question.  Thus, it is not in this Administration’s best interest (or the CFO’s) to identify either Central Agency or EPA-level accounting or financial system weaknesses.  Why?  The American people would never go along with outsourcing government accounting and system-related functions if the government was incapable (which they are not) of explaining those accounting and financial system functions in the first place.  The American people need to demand “qualified” political appointees and GM level bureaucrats to provide the necessary checks and balances (and truth) to counter the failed policies (and misinformation to support those failed policies) of any Administration.   In that way, the American people can make those political appointees and GM level bureaucrats accountable for any misinformation they provide to either the Executive or Legislative Branches.   The onus for telling the truth is on our political appointees and GM level bureaucrats and, in effect, our politicians are accountable to them; everyone, then, is more inclined to tell the truth. 
Recall that I reported very serious system and accounting deficiencies to EPA’s management team as far back as 1997 through the present to the Director, RTP Finance Center (a GM 15 “accountant” manager with no 4-year degree in accounting or any field) and he in turn to his Washington, D.C. political appointee “accountant” supervisor (with his French degree).  My direct line GM 14 management “accountant” supervisor (complete with her high school GED and career service as an accounting technician) is another example of an unqualified manager.  On the technical side, as I have also reported in prior written testimony, EPA violated no less than seven Congressional acts in hiding the accounting and financial system deficiencies that I reported since 1997.  
EPA’s managers are also culpable and should be held accountable to the full extent of the law for openly lying to Congress concerning the accounting and system deficiencies that they hid in obtaining a clean (and meaningless) audit opinion in EPA’s 2007 financial statements.  The very real implications of any of the 24 CFO act agencies hiding the severity of their accounting and system deficiencies is identified in the Comptroller General’s following statement:

“A number of these (24 CFO Act agency) unqualified (and clean) opinions were obtained by expending significant resources in ad hoc procedures and making billions of adjustments …. and that such practices, if continued, would served to mislead the public as to the true status of the agencies’ financial management capabilities.”


As an interesting aside (the Federal Times October 22, 2007 article, McCain backs outsourcing), I think that before we continue on this “outsourcing” path, we need to consider that all the outsourcing initiatives that I (and other whistleblowers) have seen are not achieved with strong, competent managers but with technically deficient managers.  It is far more cost effective to increase the technical educational requirements of our managers (at all levels) than it is to outsource these responsibilities.


In closing, it is important to note that Congress should amend their current Whistleblower Protection Enhancement Act of 2007 legislation to include real penalties for any inappropriate behavior such as I suffered at the hands of RTP’s financial managers.  When manager’s roles turn from that of mentor to enforcer and those managers subvert the truth and honor of our government, they should pay the consequences of their very inappropriate behavior.  
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