UNITED STATES GOVERNMENT

NATIONAL LABOR RELATIONS BOARD
Office of Inspector General

OCTORBER 1,2014 — MARCH 31,2015



TABLE OF D

CONTENTS

EXECUHVE SUMMALY 1.vvvvevirnrersieseeeseessesesse s ssssesssessssesssesssanes 1
Agency Profile .......coiiiiiiiiiiiiiiiiiiccccns 2
Office of Inspector General ..o, 4
AUt PrOZIAM 1ottt S
Investigations Program .........ccccccevviniiciinniiccininicceeeecenes 3
Legislation, Regulations and POLCY .......cccccvuiueenicunicrnicnncnnes 10
LiaiSON ACHVILES ..ouvvuviiiieiiciricicicccee s 11
Information Required by the AcCt....ovwmreerererereenreenreisnnrenenes 12
Audit Reports by Subject Matter .......vvrereremeeerereerernereeeereninne 13

APPENGIX 1ottt 15



EXECUTIVE B
SUMMARY

hereby submit the Semiannual Report for the period October 1, 2014 —
IMarch 31, 2015. This report summarizes the major activities and

accomplishments of the Office of Inspector General of the National
Labor Relations Board and its submission is in accordance with the Inspector
General Act of 1978, as amended. Section 5 of the Inspector General Act
requires that the Chairman transmit this report to the appropriate committees
or subcommittees of Congress within 30 days of its receipt.

In the audit program, the Office of Inspector General issued two audit
reports, conducted the annual review required by the Federal Information
Security Management Act, issued a memorandum identifying the Agency’s
top management and performance challenges, and reported to the Office

of Management and Budget on the Agency’s progress in implementing
recommendations related to Government charge cards in accordance with the
Government Charge Card Abuse Prevention Act. In the investigation program,
the Office of Inspector General processed 1,096 contacts, initiated 8 cases,
closed 9 cases, and issued 8 investigative reports. Our investigative efforts
resulted in a termination, a resignation while the investigation was pending,
and two suspensions. Two matters were referred for prosecution.

In addition to our oversight work, our audit program underwent a periodic
peer review. We received a “pass” without a letter of comment. The peer
review was conducted by the Corporation for Public Broadcasting.

I appreciate the support of all Agency employees in achieving the
accomplishments set forth in this report.

David Berry
Inspector General
April 30, 2015
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AGENCY D

PROFILE

The National Labor Relations Board (NLRB or Agency) is an independent

Federal agency established in 1935 to administer the National Labor

Relations Act. The National Labor Relations Act is the principal labor

relations law of the United States, and its provisions generally apply

to private sector enterprises engaged in, or to activities affecting,

interstate commerce. NLRB jurisdiction includes the U.S. Postal Service;

however, other government entities, railroads, and airlines are not

within NLRB’s jurisdiction.

The NLRB seeks to serve the public
interest by reducing interruptions

in commerce caused by industrial
strife. It does this by providing
orderly processes for protecting

and implementing the respective
rights of employees, employers,

and unions in their relations with
one another. The NLRB has two
principal functions: (1) to determine
and implement, through secret ballot
elections, the free democratic choice
by employees as to whether they
wish to be represented by a union
in dealing with their employers and,
if so, by which union; and (2) to
prevent and remedy unlawful acts,
called unfair labor practices, by
either employers or unions.

NLRB authority is divided by law
and delegation. The five-member

Board primarily acts as a quasi-
judicial body in deciding cases

on formal records. The General
Counsel investigates and prosecutes
unfair labor practices before
administrative law judges, whose
decisions may be appealed to the
Board, and, on behalf of the Board,
conducts secret ballot elections to
determine whether employees wish
to be represented by a union.

The Board consists of the Chairman
and four Members who are
appointed by the President with the
advice and consent of the Senate.
Board Members serve staggered
terms of 5 years each. The General
Counsel is also appointed by the
President with the advice and
consent of the Senate and serves

a term of 4 years.
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Seated left to right: Philip A. Miscimarra, Mark Gaston Pearce, KentY. Hirozawa, Standing: Nancy J. Schiffer
and Harry I. Johnson, lll

During this reporting period,
Member Nancy J. Schiffer’s term
ended and Lauren McFerran was
appointed to a 5-year term ending on
December 16, 2019. Chairman Mark
Gaston Pearce, Philip A. Miscimarra,
Kent Y. Hirozawa, and Harry 1.
Johnson, 111, also served as Members
during the reporting period. Richard
F. Griffin, Jr., continued to serve as
the General Counsel.

For Fiscal Year (FY) 2015, the
NLRB’s appropriation is
$274,224,000.

NLRB Headquarters is located at
1099 14th Street, NW, Washington,
DC. In addition to the Headquarters
building, employees are located in
50 field offices and 3 satellite offices
for administrative law judges. The
NLRB has designated 26 of the 50
field offices as Regional Offices.

Additional information about
the NLRB can be found at
www.NLRB.gov.
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OFFICE OF D
INSPECTOR GENERAL

NLRB established the Office of Inspector General (OIG) pursuant to
the 1988 amendments to the Inspector General Act of 1978 (IG Act).

Resources

During the reporting period, the
OIG received sufficient funds to
maintain its programs. In addition
to the Inspector General, the OIG
consists of a Counsel/Assistant
Inspector General for Investigations,
an Assistant Inspector General for
Audits, and three auditors. During
this reporting period, the OIG was
fully staffed. Additionally, the OIG
staff is augmented by contract
auditors.
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AUDIT I

PROGRAM

The Inspector General is to provide policy direction for and is to conduct,

supervise, and coordinate audits relating to program operations of the

Agency. During the reporting period, the OIG issued two audit reports,

conducted the annual review required by the Federal Information

Security Management Act, issued a memorandum identifying the

Agency’s top management and performance challenges, and reported

to the Office of Management and Budget (OMB) on the Agency’s

progress in implementing recommendations related to Government

charge cards in accordance with the Government Charge Card Abuse

Prevention Act.

Reports Issued

We issued Audit Report
OIG-F-19-15-01, Audit of the
NLRB Fiscal Year 2014 Financial
Statements, on December 12,
2014. The audit, performed by an
independent public accounting

firm, found that the NLRB’s FY
2014 Financial Statements were
fairly stated. Tests on internal
controls over financial reporting
identified a material weakness due to
inadequate controls over undelivered
orders, accounts payable, and
expenditures. The tests also found
two significant deficiencies resulting
from inadequate controls over the
recording of financial information
regarding internal use software

and insufficient financial resources
and/or personnel with appropriate
skills. The tests on compliance
with laws and regulations identified
no instances of noncompliance.
There were 15 recommendations
for corrective action. Management
agreed with the findings and
recommendations.

The management letter, issued as
part of the financial statement audit
process, contained two findings
related to improvements in internal
controls over the management

of Government charge cards and
the management and monitoring

of negative leave balances. The
management letter contained four
recommendations related to these

Il NLRB SEMIANNUAL REPORT 5



findings. The management letter also
provided information on the status
of prior years’ recommendations.
Management agreed with the
findings and recommendations.

We issued audit report OIG-
AMR-73-15-01, Personnel
Security, on February 3, 2015. We
conducted this audit to determine
whether the Security Branch’s
internal controls over suitability
investigations were followed and
whether the appropriate suitability
investigations were conducted.

We generally found that the Security
Branch did not have sufficient
internal controls. We found that a
significant number of employees did
not have appropriate documentation
of a pre-employment check,

initial suitability investigations,

or suitability investigations at

the time of reassignments or
promotions. We also determined
that the system of records notice
for the Security Branch’s personnel
security records is not accurate,
personnel security files were either
missing or incomplete, and the data
in the Security Branch’s database
was unteliable. We determined

that as of April 30, 2014, 912
suitability investigations needed

to be completed, at an expense of
$1,399,070, to bring the Agency’s
personnel security function

into compliance with OPM’s
reinvestigation requirements.

Management generally agreed with

6 NLRB SEMIANNUAL REPORT

the report’s findings and the 12
recommendations for corrective
action.

We completed the Federal
Information Security
Management Act of 2002 annual
review of information security
programs. The OIG review was
accomplished as part of the audit
of the FY 2014 financial statements
and the completion of the OMB
template. On November 14, 2014,
the Chairman submitted reports

from the Inspector General and the
Chief Information Officer to OMB.

We issued a memorandum
identifying the Agency’s Top
Management and Performance
Challenges on October 10, 2014.
The OIG developed a list of what
it considers to be the most setious
management and performance
challenges facing the NLRB. The
challenges are:

1. Managing in the current political
environment;

2. Reorganizing and consolidating
operations;
3. Relocating Headquarters;

4. Managing the Agency’s financial
resources;

5. Managing the NLRB’s human
capital;

6. Maintaining the Agency’s
institutional knowledge;

7. Managing the Agency’s
information technology resources



in a manner that achieves
efficiency and security; and

8. Implementing audit
recommendations in a timely
manner.

On January 29, 2015, we complied
with the provisions of the
Government Charge Card
Abuse Prevention Act and
reported to OMB the Agency’s
progress in implementing audit
recommendations related to
Government charge cards.

The Agency currently has two
outstanding recommendations
related to the management of
travel charge cards. As a result of
our assessment, we initiated an audit
of the travel card program.

Audit Follow-up
Agreed-upon actions were not
completed within 1 year on six
audit reports.

Purchase Cards, OIG-
AMR-65-11-03, was issued on
September 30, 2011, and we reached
agreement with management on the
final recommendation on July 24,
2012. Management has implemented
four of the five recommendations
made in the report.

Internal Controls in the Office of
Equal Employment Opportunity,
OIG-AMR-67-12-01, was issued

on January 9, 2012, and we reached
agreement with management on
March 9, 2012. Management has
completed action on three of the
five recommendations.

End-of-the-Year Spending,
OIG-AMR-70-12-02, was issued on
September 17, 2012, and we reached
agreement with management on that
date. Management implemented one
of the two recommendations made
in the report.

Audit of the NLRB Fiscal Year
2012 Financial Statements,
OIG-F-17-13-01, was issued on
December 6, 2012, and we reached
agreement with management on that
date. Management has implemented
two of the three recommendations
made in the report.

Compliance with Unfair Labor
Practice Procedures, OIG-
AMR-68-13-01, was issued on June
27,2013, and we reached agreement
with management on that date.
Management has implemented 11
of the 12 recommendations made
in the report.

Division of Administration Pilot
Employee Recognition Program,
OIG-AMR-71-14-01, was issued

on January 6, 2014, and we reached
agreement with management on that
date. Management has implemented
two of the five recommendations
made in the report.
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INVESTIGATIONS D

PROGRAM

The Inspector General is to provide policy direction for and is to

conduct, supervise, and coordinate investigations relating to the

programs and operations of the Agency. During this reporting period,

we processed 1,096 contacts, initiated 8 cases, closed 9 cases, and

issued 8 investigative reports. Our investigative efforts resulted in a

termination, a resignation while the investigation was pending, and two

suspensions. Two matters were referred for prosecution.

Case Workload | Contacts Processed
Open .
(10/1/2014) 9 | Received 1096
Initiated 8 Initiat.ed . 1
Investigation
Opened Case -
Closed 9 | Referred to 0
Agency
Non-Investiga-
Open : - :
(3/31/2015) 8 tfve Disposi- 1095
tion

Investigative Highlights

We issued a summary report to
address an attorney’s performance
issues that came to our attention
during an investigation of the
improper release of casehandling
information. Our investigative
efforts did not substantiate the
underlying allegation of misconduct.
The investigative results were

previously reported in a prior
Semiannual Report. OIG-1-497.

During this reporting period,
management imposed a 3-day
suspension on an employee based
on an investigative report that
substantiated the use of a controlled
substance in the workplace. The
issuance of the investigative report
was previously reported in a prior
Semiannual Report. OIG-1-498

Investigated and issued a report
regarding an employee’s improper
use of a Government vehicle. After
issuing the report, we continued
our investigative efforts regarding
misuse of the Government issued
travel charge card. During the
second investigation, the employee
voluntarily separated from the
Agency. OIG-1-499 & OIG-I-506
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Investigated an allegation regarding
the improper release of the Board’s
deliberative information. We did not
substantiate the allegation, and the
investigation was closed. OIG-1-501

Investigated and issued a report
regarding an employee who violated
the Agency’s work-at-home policy
by leaving the work-at-home site
without authorization. Management
issued a notice of a 2-day
suspension. OIG-I-502

Investigated and issued a summary
report substantiating an allegation
that an employee forged an Agency
offer of employment letter to obtain
a loan. Management terminated the
employee. OIG-1-503

Investigated an allegation that

an employee falsified time and
attendance sign-in documentation.
Rather than issuing an investigative
report, we provided our investigative
documentation to the appropriate
manager for use in addressing the
leave restriction and performance
issues. OIG-I-505

Investigated and issued two
investigative reports regarding
two employees’ violations of the
Government ethics regulations.
Management is considering
appropriate disciplinary action.
A related allegation involving a
third employee was addressed by
management as a performance
matter rather than misconduct.
OI1G-1-507

Hotline

Employees and members of the
public with information on fraud,
waste, and abuse are encouraged to
contact the OIG. A log of calls to a
nationwide toll-free number or the
office numbers and a log of mail
and e-mail messages are maintained.
All information received, regardless
of the method used, is referred to as
Hotline contacts. Hotline contacts
are analyzed to determine if further
inquiry or action is warranted.

During this reporting period, the
OIG received 1,096 Hotline contacts,
of which 66 were telephone calls or
walk-ins and 1,030 were in writing.

Most Hotline contacts are from
members of the public seeking help
on an employment-related problem
or issues outside OIG and/or
Agency jurisdiction. As appropriate,
the OIG refers those Hotline
contacts to a NLRB Regional Office;
local, state, or Federal agencies;

or private resources to provide
assistance. Our contacts during this
reporting period were inflated by

the receipt of 980 identical e-mail
messages from flight attendants that
we responded to by suggesting that
the flight attendant contact an NLRB
Regional Office and/or the National
Mediation Board.
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LEGISLATION, REGULATIONS B
AND POLICY

The responsibilities and duties of an OIG include reviewing existing
and proposed legislation and regulations relating to the programs and
operations of its agency and making recommendations in the semiannual
reports concerning the impact of such legislation or regulations on
the economy and efficiency in the administration of programs and
operations administered or financed by the agency or the prevention

and detection of fraud and abuse in such programs and operations.

Legislation « S. 288 National Labor Relations
During the current Congress, eight Board Reform Act; and
legislative proposals have been * S. 801 Representation Fairness
introduced that would amend the Restoration Act.

National Labor Relations Act or
otherwise impact the programs
and operations of the Agency:

In addition to the proposed
legislation, both the House of

Representatives and the Senate
* HR. 511 Tribal Labor Sovereignty passed a resolution disapproving

Act of 2015; the rules for representation case
* HR. 612 & S. 391 National Right- procedures. The Congressional
to-Work Act; disapproval was sent to the President

as S.J. Res. 8. The President vetoed

* HR. 1003 & S. 507 RAISE Act; .
the resolution.

* HR. 1431 Prohibits the NLRA’s
preemption of State stalking laws;

* HR. 1432 Prohibits the NLRA’s
preemption of State identity theft

Regulations

The Inspector General is an
advisory member of the Agency’s
Rules Revision Committee that

i develops changes to the Agency’s
* S. 248 Tribal Labor Sovereignty procedural regulations.
Act of 2015;
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LIAISON Il
ACTIVITIES

The Inspector General is to recommend policies for, and is to conduct,

supervise, or coordinate relationships between the Agency and other

Federal agencies, state and local governmental agencies, and non-

governmental entities. The Inspector General is to give particular

regard to the activities of the Comptroller General of the United

States. Similarly, we encourage OIG staff members to participate in

Agency programs and activities.

Inspector General
Community

The Inspector General is 2 member
of the Council of the Inspectors
General on Integrity and Efficiency
(CIGIE). This organization consists
of Inspectors General at the Federal
Government’s departments and
agencies. The Inspector General
sits as 2 member of the CIGIE
Audit Committee and the CIGIE

Information Technology Committee.

The Inspector General is also the
CIGIE representative to the Chief
Financial Officers Council.

The Assistant Inspector General
for Audits, or designated auditors,
participated in the Federal Audit
Executive Council, Financial
Statement Audit Network, and the
Interagency Fraud and Risk Data
Mining Group. The Counsel to the
Inspector General participates

in the Council of Counsels to
Inspectors General.

Government

Accountability Office

The IG Act states that each
Inspector General shall give
particular regard to the activities
of the Comptroller General of
the United States, as head of

the Government Accountability
Office with a view toward avoiding
duplication and ensuring effective
coordination and cooperation.
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INFORMATION D
REQUIRED BY THE ACT

Certain information and statistics
based on the activities accomplished
during this period are required by
section 5(a) of the IG Act to be
included in the semiannual reports.
These are set forth below:

Section 5(a)

(1), (2), (7) Other than any

matters reported in the Audit and
Investigative sections of this report,
the OIG did not identify significant
problems, abuses or deficiencies
relating to the administration of
programs. For the purpose of this
section, we used the definition of
significant as set forth in the Federal
Managers’ Financial Integrity Act.

(3) There were 13 corrective actions
described or otherwise noted in
previous semiannual reports that
have not been implemented.

(4) Two cases were referred to
prosecutorial authorities.

(5) No reports were made to the
Board that information or assistance
requested by the Inspector General
was unreasonably refused or not

provided.
(6) A listing by subject matter is
located on page 14.

(8), (9) No reports issued during
this period had questioned costs.

See Table 1.

(10) There are no audit reports
issued before the commencement of
the reporting period for which no
management decision has been made
by the end of the reporting period.

(11) No significant revised
management decisions were made
during the reporting period.

(12) There are no significant
management decisions with which
I am in disagreement.

(13) There is no information to
report under the requirements

of section 05(b) of the Federal
Financial Management Improvement
Act of 1996.

(14) (15) A peer review of the
audit program was conducted

by the Corporation for Public
Broadcasting Office of Inspector
General. The peer review report
was issued on February 3, 2015. A
copy of the peer review report is
attached as an appendix. There were
no recommendations. The OIG’s
investigative program is not subject
to the peer review requirement.

(16) The OIG did not conduct a
peer review of any other entities
during this reporting period.
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AUDIT REPORTS BY D

SUBJECT MATTER

. . Funds
Su:j-:-af:tlt Matter Quzsot;::ed Unsg[g::srted To Be PutTo
=i itle Better Use
General Administration
NLRB Fiscal Year 2014 Finan- 0 0 0
cial Statements
OIG-F-19-15-01
General Administration
Personnel Security 0 0 0
OIG-AMR-73-15-01

Table |. Reports With

umber of

| DollarValue
N

Questioned Costs Reorts Questioned | Unsupported
Costs Costs
A. For which no management
decision has been made by the 0 0 0
commencement of the period
B. Which were issued during 0 0 0
the reporting period
Subtotals (A+B) 0 0 0
C. For which a management decision
was made during the reporting 0 0 0
period
(i) Dollar value of disallowed costs 0 0 0
(ii) Dollar value of costs not
disallowed 0 0 0
D. For which no management
decision has been made by the 0 0 0
end of the reporting period
Reports for which no management
decision was made within six months 0 0 0

of issuance
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Table 2. Reports with
Recommendations that Number of Funds To Be Put
Funds be Put to Better Use Reports To Better Use

A. For which no management
decision has been made by the 0 0
commencement of the period

B. Which were issued during the
, : 0 0
reporting period
Subtotals (A+B) 0 0
C. For which a management decision
was made during the reporting 0 0
period
(i) Dollar value of recommendations 0 0

that were agreed to by management

(ii) Dollar value of recommendations
that were not agreed to by 0 0
management

D. For which no management decision
has been made by the end of the 0 0
reporting period

Reports for which no management
decision was made within six months 0 0
of issuance
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APPENDIX

Corporation Office of Inspector General
for Audic
Brooocostng

System Review Report

February 3, 2015

David P. Berry

Inspector General

National Labor Relations Board
1099 14™ Street N.W., Suite 9820
Washingten, D.C. 20573

Dear Mr Bemry:

We have reviewed the system of quality control for the audit organization of National Labor
Relations Board (NLRB) Office of the Inspector General (O1G) in effect for the year ended
September 30, 2014, A system of quality control encompasses NLRB OIG's organizational
structure and the policies adopted and procedures established to provide it with reasonable
assurance of conforming with Governmens Auditing Standards. The elements of quality control
are described in the Government Awditing Standards. NLRB OIG is responsible for establishing
and maintaining a system of quality control that is designed to provide NLRB OIG with
reasonable assurance that the organization and its personnel comply with professional standards
and applicable legal and regulatory requirements in all material respects. Our responsibility is to
express an opinion on the design of the system of quality control and NLRB OIG's compliance
therewith based on our review.

Our review was conducted in accordance with Government Awdiving Standards and the Council
of the Inspectors General on Integrity and Efficiency (CIGIE) Guide for Conducting Peer
Reviews of the Audit Organizations of Federal Offices of Inspector General, dated September
2014. During our review, we interviewed NLRB O1G’s personnel and obtained an
understanding of the nature of the NLRB OIG’s audit organization and the design of NLRB
OIG’s system of quality control sufficient to assess the risks implicit in its audit function. Based
on our assessments, we selected audits and administrative files to test for conformity with
professional standards and compliance with NLRB OIG's system of quality control. The audits
selected represented a reasonable cross-section of NLRB OIG”s audit organization, with
emphasis on higher-risk audits. Prior to concluding the peer review, we reassessed the adequacy
of the scope of the peer review procedures and met with NLRB OIG management to discuss the
results of our review. We believe that the procedures we performed provide a reasonable basis
for our opinion,

&) Newn, et W
Wangton. DC 20004 2126
TR AT R000 R A1V S tox
T ooy
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In performing our review, we obtnined an understanding of the system of quality control for the
MNLEE OIG wudit organization. In addition, we tested compliance with NLREB O1G"s quality
control policies and procedures w the extent we considercd appropriate. These tests covered the
application of NLRB OIG"s policies and procedures on sclected audits. Our review was based
on selected tests; therefore, it would not necessarily detect all weaknesses in the system of
quality control or all instances of noncompliance with i,

There are inherent limitmtions in the effectiveness of any system of quality control, and therafore,
noncompliance with the svstem of quality control may occur and not be detected. Projection of
any evaluation of a system of quality control to fiture periods is subject 1o the risk that the
system of quality contral may become inadequate because of changes in conditions, or because
the degree of compliance with the policies or procedures may deterionste,

Enclosure 1 to this repont identifies the NLRB 016 audits that we reviewed.

In our opinien, the system of quality control for the audit erganization of NLREB O1G in effect
for the year ended September 30, 2014, has been suitably designed and complied with 1o provide
MNLEB (G with reasonable assurance of performing and reporiing in conformity with applicable
professional standards in all material respects. Audit erganizations can receive a rating of pasy,
pass with defictencies, or foil, NLRB OIG has received an external pecr review rating of pass.

In addition 1o reviewing its system of quality contral to ensure adberence with Government
Auditing Srandards, we applied certain limited procedures in accordance with puidance
esiablished by CIGIE related to NLRB O1G"s monitoring of awdits performed by independent
public accountanis (1P As) under contract where the IPA served as the auditor. [t should be noted
that monitoring of audits performed by [PAs is not an audit and therefore, is not subject to the
requirements of Govermnent Auditing Standards. The purpase of our limited procedures wias to
determine whether NLRB OIG had contrads 1o ensure IPAS performed contracted work in
sccondance with professional standards. However, our objective was nol 10 express an opinion
and accordingly, we do not express an opinion, on NLRB O1G's menitoring of work performed
by IPAs,

Enclosure 2 to this report is NLEB O1G”s response (o our drafl report.

Mary Mitcelson

Enclosures (1)
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Enclosure 1
Seope and Methodology
We tested compliance with MLRB OIG audit organization®s system of quality control to the
extent we considered appropriate. These tests included a review of 2 of 4 mudit reports issued
during the period Ociober 1, 2013, through September 30, 2014, We also reviewed the
internal quality control reviews performed by NLRB OIG.

In addition, we reviewed NLRB OlG"s monitoring of its financial statervent audit performed
by an [PA.

We reviewed the following two audits performed by NLRB O1G.

- ReportNo | Report Date : . rt Title
016G AMR-T1-14-01 01/06/2014 Division of Administration Pilot Employee
Recognition Frogram
OIG-AMR-72-14-02 06/26/2014 | FY 2013 Sequestration-Preparation
Implementation [mpact
We reviewed the monitoring of the audit performed by an [PA.
" WeéportNe... | Report Date T ort THlE it harw
OIG-F-18-14-01 062972014 | Audit of the NLREB Fiscal Year 2013 Financial
Statemends
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