










































































Strategies

o Staff will identify and participate in training and professional development activities
identified in individual development plans to retain and enhance skills.

o Teamwork training will occur regularly to promote collaboration among OIG staff.

e Agency affirmative employment objectives will be considered in filling all OIG
vacancies to achieve appropriate diversity.
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Farm Credit Administration
Office of Inspector General
Fiscal Years 2010-2011

AUDIT PLAN

AUDITS, INSPECTIONS, AND EVALUATIONS — FISCAL YEAR 2010 AND 2011

This audit plan identifies potential audit, inspection, and evaluation areas. This plan was
discussed with the Chairman to afford the Chairman the opportunity to comment and offer
suggestions for additional audit, inspection, and evaluation areas.

OIG audits, inspections, and evaluations provide assurance to the Chairman and FCA Board
members that programs are operating effectively with appropriate controls. Audit, inspection,
and evaluation activities will most likely be selected from the areas listed below. However,
actual audits, inspections, and evaluations conducted may vary in order to be responsive to
changing needs or circumstances.

Annual Audits and Evaluations

Audit of FCA's Financial Statements

The OIG contracts with an independent accounting firm to conduct an audit of FCA'’s financial
statement, internal control over financial reporting, and compliance with laws and regulations
relating to the determination of financial statement amounts. The OIG will deliver an audit
opinion as September 30, 2010 and 2011, respectively. The OIG has ensured that its
independent accounting firm has incorporated in its audit plan a work schedule that will provide
an appropriate audit scope and deliverables within appropriate time frames.

FISMA Evaluations

The FISMA requires agency program officials, Chief Information Officers and Inspectors
General to conduct annual reviews of the agencies’ information security program and report the
results to OMB. For 2010 and 2011, the OIG Senior IT Auditor will conduct the evaluations at
FCA.

FY 2010

Adherence to the Government in the Sunshine Act (Inspection)

The Government in the Sunshine Act is based on the policy that the public is entitled to the
fullest practicable information regarding decision making processes in the Federal Government.
The Act prescribes specific procedures agencies must follow when Board members meet. We
will assess whether the Act is being appropriately followed.

Regulation Development Process (Audit)

The Agency’s mission includes developing policy and regulations that guide FCS in advancing
its mission to serve the financial needs of agriculture and rural America in a safe and sound
manner. We will assess whether the policy and regulation development process complies with
all applicable Federal requirements and is efficient.
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Evaluation of OE Training & Commissioning Program (Audit)

The knowledge and skill level required to conduct sound examination and effective supervision
of System institutions needs to continually develop to keep pace with the changing financial
marketplace. We will review the adequacy of OE’s training and commissioning program in
equipping OE'’s staff with the knowledge and skills needed to examine and supervise the myriad
of business practices and conditions found in System institutions.

FY 2011

Borrower Complaint Process (Audit)

The Office of Congressional and Public Affairs receives borrower complaints against FCS
institutions and is responsible for responding to the complaints. The OE and the Office of the
General Counsel most often are responsible for reviewing, analyzing, and recommending an
Agency response to such complaints. We will review the Agency’s process for tracking and
reviewing borrowers’ complaints and indentify whether improvements are needed.

Contractual Services (Audit)

Contractual services are the Agency’s second largest expense after salaries and benefits and
significantly increased from FY 2007 ($2,590,914 or 6.2 percent of budget) to FY 2008
($3,619,925 or 8.2 percent of budget). We will evaluate the reasons for this increased reliance
on contractors and oversight of contracted activities.

Human Capital (Audit)

An effective human capital program is essential to ensure the Agency has the right people with
the right skills to accomplish its mission. The objective of this audit will be to assess the
adequacy of the Agency’s human capital plan and the effectiveness of its implementation. This
includes an evaluation of Agency effectiveness in hiring and developing staff and of the
continuity of leadership within the Agency.

IT Investments Performance Measures (Inspection)

The Agency has made significant IT investments such as Live Meeting, Microsoft
Communicator and High Definition videoconferencing. As the Agency continues to invest in
technology to improve operations, measures need to be in place to ensure these investments
are being fully utilized and projected benefits realized. We will determine whether the Agency
has developed effective performance measures to capture the benefit of IT investments.

Beyond FY 2011

¢ FCA Strategic Plan
Review of OE Organizational Structure and Work Processes
e Controls for Safeguarding Personally Identifiable Information, including Social Security
Numbers
Review of the Consolidated Reporting System
e General Control Review: Access Controls
General Control Reviews: Software Development and Change Control
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General Control Reviews: System Software
General Control Reviews: Segregation of Duties
Efficiency of the OGC Legal Opinion Process
Telecommunication Cost and Services
Specialization and Certification

Property Plant and Equipment Review
Delegations
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APPENDIX A

Farm Credit Administration
Office of Inspector General
Fiscal Years 2010-2011

MANAGEMENT CHALLENGES

BACKGROUND

The Chairman understands the necessity for independent assessments by the OIG of significant
programs of the Agency. In this regard, the OIG has identified its audit/inspection focus areas,
or audit plan, in this SOPP.

MANAGEMENT CHALLENGES

This part of the SOPP highlights major challenges confronting the Agency as it works to fulfill its
mission. The OIG is required by statute to identify these challenges and present them in the
Agency’s Performance and Accountability Report. The OIG also presents them in Semiannual
Reports to the Congress, the most recent being as of March 31, 2009. Except for external
environmental challenges, they can be effectively addressed through concerted action by
Agency management.

Farm Credit System

The System is a lender to a single industry, agriculture, and is therefore vulnerable to economic
swings in that industry. Nevertheless, the FCS remains sound in all material respects. Earnings
and capital levels have continued to strengthen, and asset quality remains high. The Agency’s
challenge is to continue to ensure the System’s ability to withstand this vulnerability through
effective examination and regulatory activities. The Agency’s regulatory attention must also
address other vulnerabilities in the System. Among these are scope-of-lending excesses and
risks associated with exposure to new enterprises, such as alternative fuel production and
System institutions’ “investments in rural America.”

Farm Credit Administration

There continue to be many issues facing agriculture and rural America today that raise the
question of whether there should be modifications to the Farm Credit Act to enable the System
to better serve agricultural and rural economies of the future. Despite whether the Act is
modified, the Agency should anticipate that the System will continue to seek broad regulatory
interpretations. However, as a financial regulator, FCA’s challenge is to continue to maintain an
independent and objective, yet flexible and responsive, regulatory environment for the System,
geared to continually ensuring that the FCS fulfills its public policy purpose. Key to this for FCA
is effective examination and regulation of System institutions by maintaining a properly staffed
and resourced Agency.
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The Next Possible Agricultural Economic Downturn

There are many factors in agriculture today that may indicate future serious difficulties for
agriculture and the FCS. Following are some example:

e The System’s rapid growth over the past several years has eroded its capital-to-assets
ratio.

The current high agricultural land values may not be sustainable.

The livestock sector is experiencing stress.

There is volatility in commodity prices.

Input costs, including fuel, are high.

While some sectors of agriculture are prospering and the Agency’s Office of Examination (OE)
reports that System institutions remain safe and sound, these factors have also led the OE to
state that credit deterioration is likely and risks are rising.

Thus, a major challenge for the Agency is to ensure its ongoing ability to timely assess
economic and operational conditions affecting the welfare of the System’s borrowers and thus
System institutions, and to take preemptive or remedial actions to ensure the ongoing safety
and soundness of the System. The first line of preparedness for the Agency in accomplishing
this is an effective risk assessment and examination program, including the continual
assessment of the reliability of risk evaluation and examination findings, and the sufficiency of
the Agency’s supervision and enforcement processes.

Human Capital

In 2006, a five-year strategic human capital plan was completed. FCA’s challenge is to
continue to implement the human capital plan to ensure that FCA has the staff it needs to
effectively regulate a constantly evolving FCS. In meeting this challenge, the Agency should
continue to address the attrition of seasoned staff and ensure the viability of the examination
staff, a critical component of the Agency’s regulatory capability.

As the Agency moves further into the human capital plan’s five-year cycle, the Agency must
critically assess the implementation of the current plan and, as the current plan nears
completion, establish a new five-year human capital plan based on current human capital
experience and perceived future human resource needs.

Strategic Planning

In December 2003, the FCA Board adopted the Strategic Plan for Fiscal Years 2004—-2009. The
next Agency strategic plan was not adopted by the FCA Board until May 2008. In accordance
with the Government Performance and Results Act of 1993 and OMB Circular A-11, an updated
and revised strategic plan is required within three years of submitting a prior strategic plan.

Since adoption of the 2008-2013 strategic plan, the FCA Board has a new Chairman, and FCA
is likely to acquire two new Board members before it updates the strategic plan again. The
Agency has both the opportunity and the challenge to ensure that it updates the next strategic
plan in a timely manner so that the plan will reflect the vision of the new Board.
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In 2005, the FCA Board established a Strategic Planning Committee (SPC) composed of
Agency staff to facilitate FCA Board input into the plan and the planning process. The SPC
should ensure the updating and issuance by the FCA Board of the next strategic plan,
presumably dated FY 2011-2016.

Leveraging Technology

Information technology (IT) is a key element in management’s efforts to continually improve
Agency performance. The Agency is in the process of a major infrastructure transition designed
to promote efficient work processes and to provide staff with enhanced communication and
collaboration tools. The challenge is to stay abreast of emerging technologies and to establish
an IT infrastructure that provides FCA staff with IT tools and skills to operate in an efficient,
effective, and secure manner. In addition, the Agency must ensure that its technical staff has
the skills and knowledge to implement and maintain its infrastructure, and initiatives in this
regard are underway.
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Fiscal

Farm Credit Administration
Office of Inspector General

Years 2010-2011

IRM PLAN SUMMARY

APPENDIX B

g casry | et | Frzmo | evam | e [eyas | evaone | vans [ o con
Telecommunications Rentals 2351 1,760 1,760 1,760 1,760 1,760 1,760 10,560
Wireless Communications 2354 720 720 720 720 720 720 4,320
Supplies 2611 180 0 180 0 180 0 540
ﬁﬂgﬁggﬁgﬁgs and 2612 220 220 220 220 220 220 1,320
Software 3152 500 500 500 500 500 500 3,000
IT Equipment 3162 150 180 150 180 150 180 990

Sub Total $3,530 $3,380 $3,530 $3,380 $3,530 $3,380 $20,730
:\g?\;‘%or‘(’)‘g‘érctcs%ts for three NA 7,650 7,650 5,100 4,950 4,950 4,950 35,100
Total $11,180 $11,030 $8,480 $8,330 $8,480 $8,330 $55,830
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APPENDIX C

Farm Credit Administration
Office of Inspector General
Fiscal Years 2010-2011

FY 2010 REVISED PRODUCTS AND SERVICES BUDGET

This represents the allocation of budget dollars and FTEs to OIG’s products and services.
Management, administrative support and leave are disbursed across the four products and
services.

Products/Services Budget % Budget FTE % FTE
Audits, Inspections, and Review Products $825,008 78% 3.59 78%
Investigations $63,462 6% .28 6%
Legislation and Regulations Review $21,154 2% .09 2%
Outreach $148,079 14% .64 14%

Total $1,057,703 100% 4.60 100%

Audits, Inspections, and Review Products—The OIG issues approximately 5-10 reports per
year (including the annual FCA financial audit and FISMA review). This includes
recommendations to Agency officials regarding improving the efficiency of Agency programs and
mission achievement. It also includes four survey reports regarding System institutions’ ratings
and comments about the Agency’s examination function.

Budget for FY 2010—$825,008 .........cccuutiiiiiiieeaiiiiiiiiee e e e e e 3.59 FTE

Investigative Function—Allegations received by the OIG are reviewed by testing information
provided to determine whether an investigation should be opened. Investigations are conducted
when appropriate. Maintaining the OIG HOTLINE and directing FCS borrower complaint or
inquiry issues to Agency components are additional functions of the investigative service.

Budget fOr FY 2010—363,462 .......ccooiiiiiiiiiiiiiiiee et e e 0.28 FTE

Review and Comment on Proposed and Existing Legislation and Regulations—The OIG
reviews and comments on proposed and existing legislation and regulations affecting the Agency
and the IG community. Additionally, the OIG reviews, comments and responds to Congressional
and executive requests and inquiries.

Budget for FY 2010—3821,154 .....cooi ittt e e 0.09 FTE

Outreach Program—The OIG educates FCA employees about OIG’s role within the Agency.
The OIG lends leadership to organizations directly contributing to the IG community. Through
involvement in special projects and workgroups, the OIG makes contributions for improving the
Agency and the OIG community. This includes but is not limited to: the Semiannual Report to
the Congress, participation in external activities such as membership on CIGIE and the CCIG,
and instructing at FLETC and various public and Government forums. We also participate in
Agency efforts, such as the Employee’s Council, Administrative Workgroup, and Continuity of
Operations Plan.

Budget for FY 2010—3$148,079 .....ccoiiiiiiiiiiiiee ettt 0.64 FTE
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APPENDIX C

Farm Credit Administration
Office of Inspector General
Fiscal Years 2010-2011

FY 2011 PROPOSED PRODUCTS AND SERVICES BUDGET

This represents the allocation of budget dollars and FTEs to OIG’s products and services.
Management, administrative support and leave are disbursed across the four products and
services areas.

Products/Services Budget % Budget FTE % FTE
Audits, Inspections, and Review Products $829,284 78% 3.59 78%
Investigations $63,791 6% .28 6%
Legislation and Regulations Review $21,264 2% .09 2%
Outreach $148,846 14% .64 14%

Total | $1,063,185 100% 4.60 100%

Audits, Inspections, and Review Products—The OIG issues approximately 5-10 reports per
year (including the annual FCA financial audit and FISMA review). This includes
recommendations to Agency officials regarding improving the efficiency of Agency programs and
mission achievement. It also includes four survey reports regarding System institutions’ ratings
and comments about the Agency’s examination function.

Budget for FY 2011—$829,284 ...ttt 3.59 FTE

Investigative Function— Allegations received by the OIG are reviewed by testing information
provided to determine whether an investigation should be opened. Investigations are conducted
when appropriate. Maintaining the OIG HOTLINE and directing FCS borrower complaint or
inquiry issues to Agency components are additional functions of the investigative service.

Budget for FY 2011—363,791 .....ooiiiiiiiiiiiiiiiiii e e e 0.28 FTE

Review and Comment on Proposed and Existing Legislations and Regulations—The OIG
reviews and comments on proposed and existing legislation and regulations affecting the
Agency and the IG community. Additionally, the OIG reviews, comments and responds to
Congressional and executive requests and inquiries.

Budget for FY 2011—321,264 ......cccooiiiiiiiiiiieie ettt 0.09 FTE

Outreach Program—The OIG educates FCA employees about OIG’s role within the Agency.
The OIG lends leadership to organizations directly contributing to the IG community. Through
involvement in special projects and workgroups, the OIG makes contributions for improving the
Agency and the OIG community. This includes but is not limited to: the Semiannual Report to
the Congress, participation in external activities such as membership on CIGIE and the CCIG,
and instructing at FLETC and various public and Government forums. We also patrticipate in
Agency efforts, such as the Employee’s Council, Administrative Workgroup, and Continuity of
Operations Plan.

Budget for FY 2011—3$148,846 .......cccccuiiiiiiiieeeeeeeeiiieee et 0.64 FTE
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