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Members of the Legislative Audit Committee:

The Texas Natural Resource Conservation Commission has accomplished much in terms of
consolidation and program implementation since its creation in September 1993. In terms of overall
management systems, however, much remains to be accomplished. This is not unexpected, given that
neither the Texas Air Control Board nor the Texas Water Commission had existing management
systems sophisticated enough to support the complex operations of the consolidated entity.

Some basic management systems need work:

. A better system is needed for translating the Commission's strategic plan into day-to-day
operations.

. The budget needs to be more actively used to control and direct expenditures. Duplicative
financial information systems need to be identified and eliminated.

. Human resource requirements need to be more fully assessed, and the processes supporting

: them need to be completed.

. The performance management system needs to be expanded and more actively used to manage
performance.

. Important user information needs, both internal and external, need to be identified and met.

. Agency-wide guidelines for the design and management of individual programs are needed.

. The Commission's process improvement efforts need additional controls.

Improving management systems while simultaneously dealing with known problems and implementing
new programs is a challenge. The commissioners and their management team, however, have
demonstrated their determination to meet this challenge. Teams have already begun to develop plans
to implement these and other external and internal audit recommendations. We will obtain copies of
these detailed plans as they are developed and follow up on their implementation.

We appreciate the courtesy and cooperation demonstrated by Commission management and staff during
this audit.

Sincerely,

A/

Lawrence F. Alwin, CPA
State Auditor



Key Points Of Report

An Audit Report on Management Controls at the
Texas Natural Resource Conservation Commission

February 1995

Key Facts and Findings

The Commission's strategic planning process has helped it identify what it
wants to accomplish. However, the Commission does not have the
information It needs, af an agency-wide level, to ensure a clear, realistic
picture of how it will get there, what It will cost to get there, and how long it
will really take. Day-to-day operations are managed according fo the
organization structure, not the strategic plan. Work plans are not detalled
enough to ensure adequate planning and allow for monitoring of milestones.
In addition, the Commission lacks a comprehensive system for performance
measurement, '

Improvements are still needed In the systems used to manage financial and
human resources. An intemnal audit report estimates that about $314,000 is
spent annudally on supplementary financial fracking and reporting systems. A
187 percent increase in compensatory time indicates possibly insufficient or
misallocated human resources.

Important user information needs, both infernal and external, are not being
met. A comprehensive needs assessment would be a good first step. An

. Internal feam gathered some Initial information and recommended further

work, but management's response to thelr recommendations Is pending.

Agency-wide guidelines for the design and management of individual
programs are needed. The Commission is constantly adding and amending
programs required by state and federal legisiation. Such guidelines would
ensure that the management weaknesses found in some programs would not
e repeated in other programs, both new and existing.

Although the Commission's process improvement efforts have had some
positive effects, important techniques, controls, and procedures normaliy
found in such programs are lacking. For example, although data collection
and analysis are normally key program components, information about the
overall costs and benefits of the Commission's inttiative is not readily
available. In addition, management's support of these efforts, both in terms
of parficipation and in terms of resources provided, has been inconsistent
and limited.

Contact:
Barnie Gilmore, CPA (479-4755)

This management control audit was conducted in accordance with Government Code, Section
321.0133. \
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Executive Summary

The Texas Natural Resource Commission
has faced many management challenges
since its consolidation in September 1993, It
has physically consolidated the central and
field offices of several agencies, continued to
implement major new state and federal
programs, and made changes to its permitting
and other processes.

However, weaknesses in the Commission's
overall management systems have made these
challenges more difficult to meet. A clear
chain of accountability does not exist between
agency-level plans and program-level
operations. Improvements have been made in
the processes used to manage both human and
financial resources, but these systems still lack
an agency-wide perspective. Performance and
information management systems are also
incomplete.

These problems are not unexpected given that
neither of the existing agencies had
management systems sophisticated enough to
support the complex management needs of the
newly consolidated entity. Improving these
management systems while maintaining day-
to-day operations will be difficult and will
take time.

The Commission has recognized the need to
improve its management systems and has
made some changes. However, some of its
recent initiatives have lacked realistic
completion dates and had insufficient
resources. In addition, results have not been
consistently monitored to determine if the
initiatives have actually improved operations.
These problems indicate that changes are
needed in the way the Commission identifies,
implements, and controls needed
improvements and initiatives.

A Coordinated, Comprehensive
System For Developing And
Implementing Policy Is Needed

As required by the Legislature and the
Legislative Budget Office, the Commission
has developed a strategic plan and an
internal/external assessment. However, some
elements in this development process could be
improved. For example, the strategic planning
process needs a better link with the
Environmental Protection Agency (EPA)
funded environmental risk assessment project.
And, while the Commission collects a wide
variety of information important to the
development of its plans and policies, it does
not have a process for systematically
collecting and using this information.

Weaknesses also exist in strategic plan
implementation. Responsibility for
implementing the strategic plan has not been
specifically assigned to offices and divisions
within the organization structure. Recent
multiple changes in the organization structure
have unnecessarily disrupted operations.
Work plans, which translate strategic plans to
the operational level, need more detailed
descriptions of tasks, resources, and timelines.
This additional information would help
management evaluate plan reasonableness and
monitor implementation.

While The Budget Process Has
Improved, More Work Is Needed To
Make The Budget Process A More
Fully Developed Financial
Management Tool

The Commission has improved the design and
documentation of its budget process and
conducted management training to ensure that
the new process is understood. Additional
changes are needed to improve the interface
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Executive Summary

between the budget and other management
processes. For example, management
assumptions needed for budget preparation
need to be made earlier in the process.

The Commission also needs to determine the
extent to which information available from the
Uniform Statewide Accounting System
(USAS) can be used to eliminate existing
parallel accounting systems. Such systems are
costly and, when not correctly managed,
increase the risk of inaccurate or inconsistent
data. Information needs that cannot be met by
USAS need to be met in a more organized
way. For example, multiple systems exist for
tracking purchases.

The existing budget reports need to be more
actively used to hold managers accountable
for fiscal management. Existing procedures
require budget analysts to identify and explain
variances between budgeted and expended
amounts, but they do not require the person
actually managing the funds to verify and
document the variance. Better procedures
would not only improve fiscal management
but would also improve data accuracy.

More Work Is Needed To Complete
The Human Resource Management
System And Integrate It With
Agency Management Processes
And Operations

Better alignment is needed between the
Commission's human resources needs and its
current level of staffing. The Commission had
15 percent fewer full-time equivalent
employees than were budgeted in fiscal year
1994, and this reduced staff worked almost
three times as much overtime as in the
previous year. Some divisions appear to be
affected more than others. A comprehensive
needs assessment would help specify which
areas have a poor match between resources

and needs.

Some basic human resource processes are still
incomplete. Detailed identification and
resolution of existing classification problems
are still in process. The current plan for
developing a performance appraisal process
was on track at the end of September. The
training process, however, is fragmented,
lacks a current, comprehensive needs
assessment, and collects limited information
on course effectiveness.

Lastly, human resource related information
should be more systematically exchanged and
used. Operating divisions should be required
to provide information on projected hiring,
terminations, and retirements. The Human
Resources Division should more broadly share
information on turnover, training, and
performance appraisal dates. This information
could also be used by management to
determine whether human resource processes
were working as intended. For example,
performance appraisals could be monitored
and evaluated for timeliness.

Expand The Performance
Measurement System And Actively
Use The Information To Manage
Performance

Complete and accurate performance
information is needed if the Commission is to
make fully informed, data-based decisions on
changes to its operations. The Commission
also needs performance information to
determine if these changes have actually
improved operations.

The Commission has identified and collects
information on selected performance
measures. However, the performance
measures selected are not comprehensive,
controls over data collection are missing, and

AN AUDIT REPORT ON MANAGEMENT CONTROLS AT THE TEXAS
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monitoring and use of performance
information is limited and irregular.

Management Information Needs
Should Be Assessed And Steps
Taken To Fulfill These Needs

Some of the information needed by internal
and external users, key management systems,
and key regulatory functions is missing or
difficult to get. Most of this information is
probably available somewhere in the
Commission. However, if managers and
others are to make timely, data-based
decisions, they need such information to be
more timely, accurate, and accessible.

Agency-Wide Controls Over The
Design And Management Of
Individual Programs Are Needed
To Reduce The Risk Of Program
Inefficiency Or Ineffectiveness

The Commission has actively addressed many
of the problems in its individual programs.
However, it has tended not to look beyond
these programs -- to its agency-wide '
management systems -- for causes and
solutions. Consequently, problems that occur
in one program may appear again later in
another program. For example, contract
monitoring was a problem in the Petroleum
Storage Tank program and also in the
Superfund program.

Agency-wide program design and
management guidelines which identify and
resolve the existing problems in the
Commission's programs are needed. Use of
such guidelines would not only correct
existing problems but would also provide
some assurance that other programs, both new
and existing, would not make the same

mistakes. (A partial listing of some of the
common problems reported by previous audits
is included in Section 7.)

Before Fully Implementing Its
Quality Environmental Services To
Texas (Quest) Plan, The
Commission Needs To Refine
Quest-Related Planning,
Implementation, And Monitoring
Systems

To make more comprehensive improvements
to its operations, the Commission has adopted
and begun implementing a continuous process
improvement plan called QUEST. Prior to
plan approval, the Commission created a
number of "QUESTeams." Although these
teams did generate some valuable suggestions
and information, the system for managing
them lacked a number of controls commonly
found in such initiatives. Uniform guidelines
for the reviews conducted by the teams were
missing, resources were lacking in both
quality and quantity, and assessment of costs
and benefits of team activities was limited.

The Commission should temporarily limit
QUEST implementation until improvements
can be made in its ability to plan, implement,
and monitor QUEST activities. QUEST has
the potential to make some fairly far-reaching
changes to Commission operations if correctly
managed and implemented. If implementation
is poorly managed, however, QUEST will
simply add additional changes, processes, and
procedures to an already overburdened
system, resulting in costs that outweigh
benefits.
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Summary of Management's
Responses

We concur with almost all of the
recommendations. They will help us meet our
goal of making the Commission a model
public agency. We have already moved
Jorward on some of the budget and human
resources issues. A plan for addressing the
remaining issues has been drafted and is
being reviewed and discussed. We will keep
your office informed of our progress.

Summary of Audit Objectives and
Scope

The objective of this audit was to evaluate the
existing management control systems within
the Texas Natural Resource Conservation
Commission and identify both strengths and
opportunities for improvement.

The scope of the audit included consideration
of the Commission's policy, information,
resource, and performance management
systems and some of the key processes
supporting them.

AN AUDIT REPORT ON MANAGEMENT CONTROLS AT THE TEXAS
NATURAL RESOURCE CONSERVATION COMMISSION
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Detailed Issues and
Recommendations

Section 1: OVERALL MANAGEMENT
Having Generally Consolidated lts Operations, The Commission

Should Now Develop The Broader Management Systems Needed To
Ensure Sustained Progress Toward Its Goals

The Commission has undertaken and completed a number of complex tasks in order
to implement the consolidation mandated by the 72nd Legislature. It has relocated its
central offices and employees, started consolidating field offices, combined the
administrative functions of the consolidating agencies, and begun establishing its own
policies and procedures. In addition to the consolidation, the Commission has had the
responsibility of complying with several recent state and federal requests for new
programs and changes to existing programs. The implementation of the Clean Air Act
alone has required and will continue to require significant changes in the
Commission's operations. The Commission has also undertaken a number of
initiatives, such as implementing a Total Quality Management program, designed not
only to consolidate but also to improve its overall operations. It has made some
progress on all of these fronts.

However, the Commission does not yet have the basic management systems it needs
to ensure that this newly consolidated entity will effectively and efficiently meet these
challenges. Given that neither the Texas Air Control Board nor the Texas Water
Commission had existing management systems sophisticated enough to support the
complex operations of the consolidated entity, this lack of basic management systems
is not unexpected. Improving these management systems while at the same time
maintaining day-to-day operations will be difficult and will take time.

Important weaknesses exist in the Commission's overall management systems and the
connections between them. The policy management system is fragmented. Although
the budget process is improved, the budget is not yet being used as a financial
management tool. Important parts of the human resource management system are
missing. The performance management system is incomplete. The Commission has
yet not identified its management information needs. Furthermore, the weaknesses in
these overall management systems have resulted in similar management weaknesses
in the Commission's day-to-day operations.

The Commission is aware that its management systems need improvement. Several of
the problem areas included in this report have been previously targeted for
improvement by Commission management. However, weaknesses exist in the
methods used to actually make the improvements to these systems:

. The identification of needed improvements, which should begin with a clear
understanding of both existing and needed management systems, appears
instead to be crisis-driven.

AN AUDIT REPORT ON MANAGEMENT CONTROLS AT THE TEXAS
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. The process for deciding which improvements should be made does not
include a step for routinely collecting and considering available data, such as
the cost of the improvement versus its benefit.

. The Commission lacks a process for ensuring that identified improvements
are adequately planned, implemented, and monitored.

As aresult, the Commission has had mixed results from the improvements it has
undertaken since consolidation. Individual programs and processes, such as strategic
planning, budgeting, and human resource management, have improved. Numerous
initiatives, such as QUEST (sec page 31), have been started only to be redirected or
stalled due to inadequate assessment of the resources required by such initiatives.
Some initiatives, such as the telephone answering policy, have had negative effects on
other parts of the organization. The effectiveness of some initiatives is difficult to
determine due to the lack of adequate performance measurement and monitoring.

Recommendation:

The Commission needs a more comprehensive and structured process for developing
and improving its overall management systems. Many models exist for
accomplishing this. However, the basic framework usually includes the following
steps:

. Develop a clear, comprehensive, and detailed picture of what the
Commission's systems and processes should look like. The review should
consider systems for managing policy, resources, performance, and
information. (See Appendix 5.1 for the structure of systems and processes
used for this report.) It should also consider the connections between these
systems.

. Assess the Commission's current systems for managing policy, resources,
performance, and information, using this and other reports generated by both
internal and external groups and other appropriate sources.

. Develop and prioritize strategies for moving from the current systems toward
the optimum systems.

. Evaluate and prioritize additional proposed changes according to how well
they align with these strategies.

. Develop task-specific work plans for those changes that are identified as
highest priority.

. Monitor, report on, and adjust implementation of these plans on a regular
basis. Alter plans, strategies, and the design of the optimum systems as
needed.

AN AUDIT REPORT ON MANAGEMENT CONTROLS AT THE TEXAS
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Section 2: POLICY MANAGEMENT
A Coordinated, Comprehensive System For Developing And

Implementing Policy Is Needed

FEBRUARY 1995

The policy management
system at the Commission is
not working as a coordinated
whole, although individual
processes within this system
have improved. Poorly
planned changes to the
organization structure have
disrupted operations. The
information needed to develop
strategic and other plans and
policies is not collected and
used in a systematic way.
Alignment between the strategic plan and the different components of the organization
structure, which carry out these plans, is unclear. Work plans are not detailed enough
to specify their connection with the strategic plan, ensure adequate planning, or
monitor implementation. Improvements have been made in the process used to
develop the strategic plan.

Section 2-A:
Significant Changes To The Organization Structure Should Be More
Carefully Considered, Planned, And Implemented

Since its reorganization in September 1993, the Commission has made numerous
changes to its organization structure. Although a rationale for each of these changes
exists, the following situations indicate that problems exist with the way these changes
are planned and implemented:

. Multiple major changes have been made to the same functions.

. Changes have been made and then unmade.

. Related costs and organizational effects have not been fully considered.

. Implementation plans have not been completed prior to the announcement of
the change.

. Input from and communications with those affected has been inadequate.

For example, the policy management section of the organization was restructured in
early October 1994. (See Appendix 3.3 for organization charts.) The intent of the
reorganization was clear -- to address legislative concerns about the consistency of
policy and rulemaking within the Commission. Commission management decided that
locating all policymaking operations within one division would resolve these
concerns. This restructuring affected every division in the agency. It also had an

AN AUDIT REPORT ON MANAGEMENT CONTROLS AT THE TEXAS ,
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effect on agency-wide morale and standing working relationships across and within
divisions.

However, planning for this change was limited. Management determined what the new
organization structure would look like, who would fill each position, and
communicated the change through meetings and an agency-wide memo. It does not
appear that the Commission formally and fully assessed the organizational need and
support for such a broad change. The Commission did not identify or quantify even
the direct costs of the reorganization -- costs to completely redo budget codes, move
employees, reconnect phones, reassign parking, reprint phone books, etc. -- or fully
compare the costs of such a change compared to its benefits. We could not determine
if a work plan for the implementation of this major reorganization was prepared. A
deadline of November 1, 1994, was published for the implementation of this
reorganization, but not met. Furthermore, seven weeks later this reorganization was
restructured to change the reporting relationship of 15 positions affected by the initial
reorganization.

Changes to an entity's organizational structure, even when they are well planned, can
have profound effects on the ability of the entity to perform. However, the changes
made by the Commission have not been well planned. The disruption caused by some
of these changes, as well as the direct costs incurred due to them, may be far greater
than the benefits gained. We agree with the Texas Research League's recommendation
that "the agency would be best served to let the new organization settle . . . before any
additional changes are implemented.”

Recommendation;

The Commission needs to reconsider the way in which it has been using formal
reorganization as a management tool. Formal reorganization is only one of many
options for changing the way an entity operates. Cross-functional teams can also be
used to align similar functions occurring within different divisions. For example, the
Commission could have created a cross-functional policy team to focus policy
management without restructuring the organization.

Formal reorganizations, when they are necessary, need to be fully analyzed, planned,
and carefully implemented. This includes, at a minimum:

. Identification of how the proposed change will support the strategic plan or
further the Commission's mission

. Creation of a process for ongoing input from and communications with
affected staff

. A determination of where the proposed change ranks relative to existing
priorities

. A full analysis of the costs and benefits associated with the proposed change

. Identification of tasks; determination of resource needs; assignment of
responsibility, authority, and accountability; and establishment of completion
dates

AN AUDIT REPORT ON MANAGEMENT CONTROLS AT THE TEXAS
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. Regular monitoring of implementation, assessment of actual results, and
adjustment of plans as needed

Section 2-B:

The Information Needed To Support Policy Management Should
Be More Systematically Collected And Used

Although the Commission collects a wide variety of information related to policy
management, it does not systematically manage this information agency-wide.
Agency-level information needs are met by an informal system based upon calling the
person who would be most likely to have the information. A listing of commonly used
information and who might have it does not exist. Also, such information is not
actively monitored at the agency level to ensure timely collection or regularly analyzed
to determine its possible effect on plans and operations.

Lack of controls over the collection process increases the likelihood that information
gathering will be inefficient or ineffective.

. Information may be collected by more than one group or may not be collected
by anyone.

. The information collection process may not be timely.

. Information may not be collected from the most accurate sources.

More consistent, agency-wide tracking and analysis of trends might also improve the
Commission's ability to predict potential problems or identify increased needs for
different kinds of regulatory activities. For example, population growth, which is used
by the Air Office in developing its air quality models, could also be used to help
predict geographical areas of potential water quality or quantity problems. Industrial
growth figures could be used to predict potential increases in hazardous waste
education, permitting, or enforcement activities.

The Commission has numerous processes for collecting information related to policy
management. For example:

. An internal/external assessment is prepared in conjunction with the strategic
plan.
. Individual offices and divisions within the Commission collect industry,
population, and other statistics related to their activities.
. A number of advisory committees have been created to collect input from
~ extemnal stakeholders such as industry groups and citizens.
. The Small Business Advocate's Office both collects and provides information

related to the difficulties small businesses encounter in complying with new
rules and regulations.

The Policy and Research Division acts as a clearinghouse for much of this information.
In addition, some individual divisions and/or programs within the Commission do

AN AUDIT REPORT ON MANAGEMENT CONTROLS AT THE TEXAS
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have fairly active information-gathering functions. However, these information
gathering functions at various operational levels are not identified, coordinated, and
used to improve availability and use of information agency-wide.

mmendation:

Establish a policy management information collection and analysis process, including
the following steps:

. Identify and prioritize key policy management information, i.e. factors in the
external environment that could affect Commission operations. The
internal/external assessment in the strategic plan already identifies a number
of these factors.

. Determine who in the organization, if anyone, currently collects this
information.

. Assign responsibility for collection.

. Set up a process for routinely collecting, analyzing, and reporting the
information.

. Use the information to adjust plans and operations and make decisions.

. Regularly re-evaluate and adjust the information collection and analysis

process as new factors are identified.

Section 2-C:
Work Plans Should Be Detailed Enough To Ensure Adequate

Planning And Facilitate Monitoring

The work plan format currently used by the Commission is lacking several key items:

. A clear description of the connection between the work plan and the strategic
plan

. A breakdown of tasks to be accomplished

. Identification of the resources needed to accomplish the tasks

. The date(s) the task(s) will be accomplished

These omissions limit the ability of the Commission to control the implementation of
plans.

The current work plan format does not require offices and divisions to sort the
activities and actions listed in the work plan according to particular goals and
strategies in the strategic plan. As aresult, it is difficult to determine which activities
support which elements of the Commission's strategic plan. Without such information,
the Commission cannot determine whether its individual strategies are adequately
supported by its activities and take steps to create a better balance between the two.

AN AUDIT REPORT ON MANAGEMENT CONTROLS AT THE TEXAS
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)

In addition, the existing work plan format does not include sufficient information to
allow management to determine the feasibility of the work plan or monitor its
implementation. Although the work plan format requires identification of some
performance measures, it does not require the identification of specific resources to be
used and the expected completion dates of the actions. This causes two problems.
First, it is not possible to determine the alignment between the actions to be carried out
and the resources available to carry them out. Many plans and goals have already
lapsed due to obviously insufficient resources. Secondly, without assignment of
specific responsibility and completion dates it is difficult to manage the
implementation of the plans and goals. Many pending actions in completed work
plans had no identified completion dates.

mim ion;

Office and division-level work plans should:

. Be structured to align with the strategic plan.

. Identify the actions and activities which support each strategy.

. Identify specific tasks; determine resources needed; assign responsibility,
authority, and accountability; and establish completion dates.

. Include estimates of implementation costs.

. Be regularly monitored, analyzed, and adjusted.

Section 2-D:

Responsibility For Implementing The Strategic Plan Should Be
Assigned And Those Responsible Held Accountable

The Commission does not currently have a formal process for connecting its strategic
plan to the various operational and administrative divisions within its organization
structure. Since the Commission's organization structure and its strategic plan are
organized along somewhat different lines (see Appendix 5.3), this connection is
difficult to make. Without this connection, however, management cannot hold its
divisions accountable for the implementation of its plan.

The effects of this lack of accountability are particularly apparent where multiple
divisions are implementing a single goal. For example, one of the Commission's goals
is "to pursue an effective and efficient enforcement program.” Various field offices
and divisions (air, water, and hazardous waste) participate in this goal. However, no
one is held specifically accountable for its implementation. As a result;

. Participants are not all working from the same policy base.

. Resource needs are not well-identified.

. Performance standards are inconsistent.

. Information is not available, aside from the standard performance measure
reports to the Legislative Budget Office, on the overall management of this
strategy.
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Administrative divisions, such as human resources, financial reporting, information
resources, and legal services, should also be assigned responsibility and held
accountable. Although these divisions do not directly assist in the implementation of
the strategic plan, the services they provide to operating divisions have an indirect, but
important, effect on plan implementation. If the administrative divisions do not
provide operating divisions with the support they need, costly parallel management
systems may develop, creating hidden additional administrative costs (see discussion
of parallel accounting systems on page 15). If administrative divisions lack a clear
picture of customer needs, they may spend resources developing information that is
ultimately neither used nor useful.

A comprehensive review of the relationship between administrative support and
operating divisions is needed. Several different managers within the Commission felt
that they were not getting the information they needed from various support services
divisions to manage their area. Part of the problem may be insufficient resources
available to provide the services, given that, according to personnel records, some of
these same support services divisions are working substantial overtime. Ongoing
communication between these divisions also needs improvement. Evidence indicates
that operational divisions make changes that affect administrative division workloads
without consulting with or informing them.

Recommendation:

Assign responsibility for strategy implementation to specific persons or divisions
within the Commission. Require these parties to:

. Establish documented policies, consistent with the strategic plan, to be used in
implementing the strategy.

. Make efficient and effective use of resources.

. Operate within the performance standards established by the plan.

. Provide information to substantiate all of the above.

The relationship between the administrative support and operating divisions should be
reviewed as follows:

. The needs of the operating divisions should be identified and regularly
updated.

. Kind, quality, and quantity of services to be delivered by support divisions
should be identified, based on the needs assessment.

. Processes should be designed to provide the needed services.

. Resources required to implement these processes should be determined and
reconciled with available resources.

. Work plans should be developed and used to implement and monitor the

needed support processes.
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Section 2-E:
The Strategic Planning Process Has Improved

The Commission has taken steps to improve several elements of its strategic planning
process. It solicited input from its internal and external stakeholders, identified and
used in-house expertise to expand its internal/external assessment, and started a project
to assess environmental risk.

However, additional improvements could be made. Only a few opportunities exist for
the public to provide input on the completed plan. In addition, the Commission does
not yet have plans to use the results of its environmental risk project to review and
adjust its strategic plan. The federal Environmental Protection Agency is funding this
program because it did a similar comparison between environmental risks and its
programs in the region which includes Texas. It found that most of the money was
going to programs addressing low-risk environmental problems. While the
Commission is limited in its ability to fully align its activities with environmental risk
due to funding restrictions, adjustments may be possible. The Commission may be
able to present such information to its funding sources and obtain adjustments to the
funding restrictions.

Recommendation:

Continue to improve the strategic planning process, as follows:

. Create additional opportunities for public input on the completed strategic
plan. '
. Use the completed list of prioritized environmental risks to review strategic

priorities. This information could also be used to negotiate with funding
sources to adjust funds to risks. (A sample of what such a review would look
like is included in Appendix 5.2.)

Section 3: BUDGET AND FINANCIAL MANAGEMENT

While the Budget Process Has Iimproved, More Work Is Needed To
Make The Budget Process A More Fully Developed Financial
Management Tool

Though only consolidated for
one year, the Commission has
done a good job of
simultaneously developing
and using a new budget
process. it now needs to
expand the goals and use of
budgeting beyond producing a
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budget document on time or accounting for dollars spent. The Commission should
consider the following:

. What its budget system both does and should look like agency-wide

. How the budget system should relate to other management systems

. How it can plan and implement an improved system while decreasing
dependence on secondary accounting systems

. How it can use the budget system to manage and monitor progress toward
agency goals

Section 3-A: )

A Broader View Of The Budget Process Should Be Developed And
Used To Identify, Plan, And Implement Further Process
Improvements

For the Commission's budget process to give managers at all levels the financial
information they need to guide motion toward agency goals and objectives, the
process must specify: (1) what budget information is required to manage each goal,
objective, and strategy; (2) how the whole budget process should be structured and
managed to provide such information; and (3) how the budget process relates to other
management functions. This broader view of budgeting would help the Commission:

. Prioritize and assess the efficiency of fund use.

. Clarify the reasons for and effects of future budget process changes.

. Meet the information needs of budget process participants.

. Coordinate process steps to produce a more accurate and timely result.

. Decrease the need to rework budget data, repeat document reviews, reallocate

funds, readminister transactions, and transfer funds between cost centers and
object codes.

In order to monitor and learn from its most recent budget process, the Commission
convened a Budget Process Review Committee. Through this Committee and other
means, the Commission has undertaken numerous budget-related improvements,
including:

. Developing and implementing agency-wide appropriation and budget
preparation instructions and related training

. Clarifying and expanding budget-related policies and procedures

. Drafting criteria governing the review of budget requests

. Assessing and beginning to change how administrative and support costs are
allocated

. Improving internal controls, data security, and financial reporting
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mmendation;

In continuing to improve the budget process, the Commission should now:

. Maintain the Budget Process Review Committee as a quality steering council
for the budget process and expedite management review of their previous
suggestions. '

. Develop a budget process which:

- pursues and measures process efficiency, effectiveness, and economy
as stated goals

- increases opportunities for stakeholder input

- specifies and captures what information is needed to manage each
goal, objective, and strategy

- details how budgeting should relate to other management processes,
especially strategic planning, human resources, and management
information systems

- ensures that such key decisions as budget assumptions, method-of-
finance decisions, administrative cost allocations, fund balances, and
revenue/expenditure projections are made as early as possible in the
budget cycle

- documents criteria and processes for setting fund use priorities and
for reviewing budget requests

. Develop work plans for the implementation and ongoing monitoring of the
improved budget process and related policies and procedures.

Section 3-B:

The Commission Should Look For Ways To Decrease Or At Least
Standardize And Control The Use Of Secondary Accounting
Systems

The way in which the Commission is currently using secondary accounting systems
compromises the integrity of budget data, the efficiency of the budget process, and the
effectiveness of budget-related management decisions. Some divisions use such
secondary systems and/or spreadsheets to provide details on line items of expense.
Others use them to track purchasing transactions and help them stay more up-to-date
on individual account balances. These secondary systems tend to develop when users
do not fully know what the Commission's current accounting system can do for them
or when this system does not presently meet a specific need. (The Commission
currently uses USAS.)

While such systems may provide interim information, use of such uncontrolled and
often unreconciled secondary systems creates various risks, including:

. Increased margin for data error and duplication of effort from administering
budget-related information on more than one system
. Lack of uniformity in the way transactions are entered
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. Inconsistencies in the contents and formats of reports from USAS and
secondary systems

. Lack of clarity about which budget data are most appropriate for making
financial and management decisions and for responding to stakeholder
requests

. Increased need to reconcile USAS and secondary systems and related conflict

The Commission recognizes these problems and has taken steps to make sure that
managers and others understand and use the information that is available from USAS
by :

. Expanding USAS-related training for Administrative Services Coordinators
who oversee and/or implement USAS at the office, division, function, or
program level and for all managers

. Developing a plan and process for reviewing and modifying its financial
reporting systems to provide more user-friendly and informative reports
based on USAS data

. Making USAS reports available to users on-line, thereby helping managers
track fund availability in cycles of 7 days rather than the previous 30 or more
days

In addition, the Commission has identified and is in the process of making
improvements to subsystems and processes for accounts receivable, cash receipts,
cost recovery, purchasing, federal overtime billing, employee time and attendance,
and labor distribution. However, the Financial Systems Development Manager in
charge of these improvements directs staff in other divisions but often lacks formal
authority over such staff. This decreases control over financial systems development
and enforcement of minimum system testing standards.

Recommendation;

Continue to consider ways to reduce or control the use of secondary systems,
including the following steps:

. Identify all existing secondary accounting systems and determine their nature,
scope, and costs. Prioritize by cost and risk.
. Determine whether existing USAS information can be substituted for the

information currently developed on a secondary system and provided in a
way that meets user needs.

. Where USAS can meet user needs, develop a plan for changing from these
secondary systems to USAS.

. Where USAS information cannot meet user needs and these needs are wide-
spread, develop an agency-wide system for meeting these needs.

. Give the Financial Systems Development Manager authority over the staff
assigned to develop these additional systems.

. Eliminate secondary systems replaced by these new agency-wide systems.
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.

. To both identify and limit the use of information coming from "unauthorized"
secondary systems, consider designating all financial reports not generated
with USAS or other approved data and issued by financial administration as

"unofficial.”

. Require proposals for additional substantial secondary systems to be justified
and reviewed.

. Coordinate transition from one system to another with internal audit to ensure

control risk is minimized.

Section 3-C:
Budget Information Should Be More Systematically Gathered,

Reported, And Used

A completed budget is just the beginning of the budget process. For a budget to
actually function as an ongoing management control, actual expenditures and budgets
must be actively compared and the results used to adjust operations. While the
present budget process generates an enormous amount of information, current systems
and processes for reporting and using this information are incomplete. For example:

. Budget reports organized according to goals, objectives, or strategies are
available, but are rarely used by management.
. Existing controls prevent expenditures in excess of the total annual budgeted

amount. However, they do not compare actual-to-date expenditures against
pro-rata budgeted amounts. As aresult, no early warning system for
potentially excessive expenditures exists.

. Budget variances are researched and documented by the budget analyst, but
those accountable for such variances are not required to review and approve
these explanations.

. Present administrative and support cost allocation methods are based upon
allowed costs. Although this approach is correct with respect to identifying
available funds, it does not fully capture and report the true proportions of
such costs at the program level. Such information would be useful in
negotiating fee increases or and adjustment of allowed cost restrictions.

As aresult of these factors, budgetary accountability relationships are at times
unclear, as is the relationship between financial activity and agency goals. Also,
processes for using budget information to manage agency decisions and activities are
not fully defined.

The Commission recognizes the need to develop stronger budget management
systems. These enhancements are either completed or already underway.

. Improving controls over USAS access and reporting

. Expanding procedures, training, and staff to ensure that USAS Program Cost
Account's appropriately link to appropriations

. Improving controls over unappropriated expenditures
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. Developing management reports which better track issues of concern and
summarize information in a more useful way

. Seeking ways to use USAS better to allocate and track administrative and
support costs

. Reviewing the methods used to project and analyze revenues

Recommendation:

Based on the improved budget process recommended on page 14, the Commission
should consider the following actions as it continues to develop a better budget
management system:

. Improve accountability for the strategic plan by requiring explanations for
variances from the amounts appropriated.

. Improve linkages between USAS, the operating budget, and the strategic plan
so as to provide better information to internal and external stakeholders.

. Establish policies and procedures for identifying interim variances between

actual and budgeted revenues and expenditures. Existing USAS reports
already provide information that allows a comparison between percentage of
budget spent and percentage of year elapsed.

. Require written feedback from those accountable for such variances.

. Establish budget management as a performance criterion for deputy directors,
division directors, and managers (as recommended in an internal audit
report).

Section 4: HUMAN RESOURCE MANAGEMENT
More Work Is Needed To Complete The Human Resource

Management System And Integrate It With Agency Management
Processes And Operations

Numerous basic human
resource management issues,
such as a needs assessment,
compensation, classification,
training, and performance
appraisal, need to be
addressed more fully.

Policies and procedures
supporting these processes
also require further
development and use. The
Commission needs to monitor
its human resource management system.
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Section 4-A:
Human Resource Needs Should Be Assessed And The Human
Resource Management System Should Be Adijusted To Meet The

Needs identified

While the Commission has made multiple changes to the structure and function of its
human resource management system since consolidation, no processes or policies exist
for determining agency-wide human resource needs. As a result, the Commission
cannot always tell if its human resources are allocated between management,
administration, and operations in the most beneficial way. Particular concern exists
that moving staff around to address backlogs in one area (e.g., inspection,
enforcement, or permitting) may only create additional backlogs elsewhere.

Human resources constitute a large part of Commission expenditures, some 28
percent of the total budget and roughly 59 percent of the total budget less contracts.
Much of the agency's work is performed by highly trained technical personnel. Since
the quality of the personnel affects the quality of the work completed, the
Commission's human resource management system is an important factor in the
Commission's ability to regulate the environment.

Although Commission planning and budgeting processes identify the number and
location of employees, the agency has not conducted a complete assessment of the
number and type of human resources it actually needs. Some divisions, such as legal
services, have analyzed their workload, overtime, and turnover trends to support
requests for additional staff, but such analysis is not the norm. Some evidence exists
to indicate the Commission may not have enough human resources:

. Overtime (state, FLSA at time-and-a-half, and holiday) worked went from
161,679 hours in fiscal year 1993 to 464,779 hours in fiscal year 1994, a 187
percent increase.

. Of these hours, 22,561 were lost because employees were unable to take it or

carry it over, an amount equal to approximately 11 full-time equivalent (FTE)
employees. Approximately 36 percent of this time was lost by employees in
administrative support divisions. :

While this rise in overtime has not significantly increased overall staff turnover, it has
driven up workloads, stress, and resignations in some divisions. Further, despite this
rise in overtime, the Commission has not filled the number of positions for which it is
funded.

. The Commission averaged approximately 2,600 FTEs for fiscal year 1994, 16
percent below the budgeted FTEs of 3,110. Using an average agency salary
of $34,600, these 510 vacant positions generated up to $17.6 million in salary
savings, part of which went to fund shortfalls in agency rent payments and
expected revenues.

Besides not specifying how many employees are needed, the agency has not fully
developed the policies and procedures required to meet the needs of such resources
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once acquired. According to its Employee Handbook, the Commission desires a well-
trained staff who in tum need to:

. Be involved in decision-making processes.

. Have input into and participate in agency operations.

. Develop along clearly defined career paths.

. Be paid at levels that encourage retention and recognize achievement.

However, existing human resource management processes and policies do not fully
align with or support these needs:

. Employee training is fragmented and not based on a current agency-wide
needs assessment.

. Staff input into decisions affecting them is often limited or absent.

. Job classifications and compensation are not consistent across divisions.

. Performance appraisal and development processes are incomplete.

. No funds have been budgeted for merit raises or bonuses in fiscal year 1995.

Funds for promotions and step adjustments (due to classification corrections)
are limited. Use of salary savings for this purpose may leave the agency
understaffed.

Finally, multiple changes have been made to the structure of the human resource
management system and its location on the organization chart in the last year. These
changes further complicate alignment of the overall human resource management
system with agency processes and staff needs.

Recommendation:
A periodic assessment of agency human resource needs should be done, and human
resource management processes and policies should be adjusted to support meeting

these needs.

In determining how many human resources it needs, the Commission should:

. Determine the number of employees needed to service agency goals,
objectives, strategies, and tasks.

. Assess workloads and address existing and projected backlogs.

. Specify standard times and other quality standards which must be met to
complete desired tasks. ‘

. Consider such trends as leave time, sick time, training, and attrition.

. Adjust priorities, processes, tasks, resources, and/or funding as needed.

. Periodically review and update the assessment.

To adjust its human resource management processes and policies, the Commission
should:

. Review its overall human resource objectives.
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. Determine the compensation, classification, training, performance appraisal
and other processes required to meet these objectives.
. Adjust its processes and policies as needed.

Section 4-B:

The Design And Implementation Of Classification, Performance
Appraisal, And Training Processes Should Be Completed

Some basic human resource management processes are still not in place, even though
the Human Resource Departments of the former Texas Air Control Board and Texas
Water Commission combined a year before agency consolidation. More work is
needed to create a working classification management process. A final performance
appraisal process is in progress. The training process is fragmented and needs a
coordinator. Training effectiveness is not assessed.

Classification

The Commission has identified several problems related to job classification,
including inconsistent classification of similar jobs across divisions, inconsistent
spans of control among similarly classified managers, and differences in classification
practices between the two consolidating entities. Among the impacts of these
conditions are:

. internal turnover both among operating divisions and between operating and
administrative divisions due to differences in funding for similar positions

. 42 percent of staff saying their pay is unfair when compared to other
employees in the organization

. technical staff taking management positions to secure promotions or higher
salaries

The Commission has taken a number of steps to address these issues. It applied to the
Govemor's Office for approval of a $250,000 consulting contract to study and resolve
these problems. After the Governor's Office declined this request, several
classification auditor positions were established and filled, and plans were made to
conduct classification reviews. The Classification Division of the State Auditor's
Office began an audit in the fall of 1994. These steps, if supported by a detailed work

_plan and adequate resources, should help the Commission further identify and resolve

its classification problems.

Further, the Commission has developed a written policy for maintaining the
consistency of its classifications once these problems are resolved. A Classification
Review Committee was also selected by the previous Executive Director in August
1994, but has not yet convened. The purpose of the committee is to hear appeals of
Job classification reviews and provide recommendations on classification policies and
procedures.
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Recommendation:

A detailed work plan for resolving existing classification problems should be
developed. The plan should include steps for maintaining the consistency of its
classifications through the operations of the Classification Review Committee and
related processes, policies, and procedures.

The Commission also needs to look closely at how funding disproportions between air,
water, and waste programs contribute to classification problems and internal transfers
of staff. Resolving such problems may be difficult. However, if the costs of the
turnover created are measured and compared to the costs of additional funding,
perhaps a case could be made for additional funds.

Performance Appraisals

The Commission still has not completed the design and implementation of its
performance appraisal pracess. The lack of a comprehensive performance appraisal
system creates several risks. According to data from an employee survey, only 17
percent of employees believe that promotion takes place based upon ability. The lack
of timely performance appraisals also makes it difficult for the agency to adequately
assess its training needs.

The Commission has made several attempts to develop a comprehensive performance
appraisal system. A new process was drafted in January 1994 but was never approved
or published. An executive directive was issued to complete evaluations on "everyone
by November 15, 1994." No conclusive evidence exists as to whether or not these
reviews were actually conducted. The new Director of Human Resources prepared an
interim performance management policy which was published in August 1994.
Current plans call for research, development, drafting, and approval of a proposed
appraisal system by the end of November 1994, with actual implementation to occur in
January 1995. In the interim, previous appraisal forms and processes from the two
former agencies, as well as the draft forms proposed in January 1994, are being used.

This most recent initiative to address these issues is currently on target. A plan has
been developed and documented, and major milestones, with dates, have been
identified. The research phase was completed on time. The development phase was in
process at the end of audit. However, since the actual performance appraisal form was
not yet drafted, auditors could not assess its adequacy. It is also unclear who will be
responsible for reviewing and approving this draft, given a recent change in the
location of Human Resources within the organization structure.

mmendation:

Management needs to reconfirm the work plan for the development and
implementation of the performance appraisal process in light of recent organizational
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changes. It should also clarify the role of the new Executive Director in approving
such plan.

More detailed plans for implementing the new process should also be developed to
include:

. monitoring for compliance with applicable laws, policies, and procedures

. use of appraisal information to assess individual training needs

. procedures for identifying bias in and inconsistency among performance
appraisers

Training

Although the Commission has expressed its intention of having a well-trained staff,
management of the training function is fragmented and incomplete:

. Planning

- The training function was reorganized at least four times in the last
two years.

- A comprehensive training plan does not exist. While one was drafted
and approved in the fall of 1993 (at a cost of $5,600), it was not
implemented.

- The last comprehensive training needs assessment was done in
November 1992. However, the Technical Training Academy is
currently conducting a needs assessment for technical training within
the offices of air, water, and waste.

- The Commission reports an overall fiscal year 1995 training budget of
$2.5 million. However, the relationship of this figure to individual
division budgets is unclear.

. Implementation

- Though training is administered by five different divisions -- Human
Resources, Quality Management, Technical Training Academy,
Budget, and Information Resources -- coordination between them is
minimal.

- Trainers have been asked to develop training on policies prior to
approval of such policies.

- Management training for technical staff moving to management
positions has been regularly unavailable.

. Monitoring

- Actual training costs, both direct and indirect, are not routinely
collected or analyzed.

- Although participant evaluations are collected, no further system
exists for assessing if the knowledge gained is actually used or if the
training is effective.

- Although the agency has a largely professional staff, no agency-wide
system exists to ensure that all eligible in-house training qualifies,
where possible, for continuing professional education credits. Such
credits could reduce the need for employees to attend external
training.
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- A system for tracking training agency-wide was still being
implemented as of September 1994.

As aresult of these problems, the Commission cannot provide assurance that:

. Training benefits exceed costs.

. The training provided is effective, efficient, or properly used to enhance
agency management, administration, and operations.

. Training most appropriate to employee needs is available.

For example, the Commissioners included in their fiscal year 1994 agenda a
requirement that all managers attend a specific type of organizational development
training called "Grid." While such training may have value, it is not clear how it was
determined that this training should take first priority. In fact, Grid implementation
caused the discontinuance of basic management courses that are perceived by some as
being more relevant to day-to-day activities.

Recommendation:

Training should be viewed and managed as a key human resource function. This does
not mean that all the various components of training should be consolidated on the
organization chart. It does require that a person or group be identified as the training
coordinator and charged with the responsibility of overseeing the training function
from an agency-wide perspective. This coordinator should:

. Conduct an agency-wide training needs assessment which also considers
information provided by the new performance appraisal system.

. Develop an agency-wide training plan which addresses all agency training
activities.

. Identify and analyze the costs and benefits of each training component.

. Apply for continuing professional education credits where possible.

. Develop and implement an agency-wide system to track training courses
taken.

. Research and apply additional methods for measuring training use and
effectiveness.

Section 4-C:

The Performance Of The Human Resource Management System
Should Be Measured And The Results Used To Align This System
With Agency-Wide Processes And Needs

Human resource management information is not used in a consistent, comprehensive
way. The human resource management division collects data on a number of key
human resource system performance measures: turnover, overtime, overtime lost,
diversity, and training. However, managers are, at times, unaware of the existence or
appropriate use of such information. For example, one manager was unaware of a new
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statewide performance appraisal tracking system the Commission plans to use and was
planning to develop his/her own system for tracking appraisals.

Moreover, operating divisions are not required to regularly report vital information,
such as planned retirements, anticipated hirings, etc. This lack of a human resource
information management system creates many risks.

. Lack of coordination between operating divisions and the Human Resources
Division may encourage proliferation of parallel management and information
systems.

. Insufficient monitoring of performance appraisal quality and timeliness could
negatively affect promotions, salary increases, training and development, and
staff morale.

. Managers may not adequately plan to meet human resource needs and, as a
result, consistently generate overtime in their divisions, thereby increasing
employee stress, burn-out, and turnover.

In addition, the Human Resources Division could use such information to plan and
adjust its operations and to improve the services it provides to agency divisions.

Recommendation;

A stronger system for gathering, distributing, and using human resource management
information is needed. This system should:

. Determine key human resource management information needed by
management, administration, and operating divisions.

. Determine information needed by human resources from management,
administration, and operating divisions.

. Include a process for collecting and reporting the information identified.

. Define a material variance for each key indicator.

. Require managers to explain variances and adjust both operations and human

resource management to improve outcomes.

Section &: PERFORMANCE MANAGEMENT

Expand The Performance
Measurement System And
Actively Use The Information To
Manage Performance

FEBRUARY 1995

The Commission's
performance management
system has several problems,
namely:
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. The primary performance measurement system, which is the information
gathered and reported to the Legislative Budget Office (LBO), does not have
systematic controls to ensure data accuracy. Different divisions have different
kinds and levels of controls.

. Performance measures for administrative functions are included in work plans
but are not routinely reviewed, monitored, discussed, or acted upon.
. The performance measures selected for use in the strategic plan and work

plans do not cover all aspects of operations. Most seem focused on outputs
and outcomes. Efficiency measures are limited. The Commission is not
limited to the performance measures required by the LBO.

. Variances between planned and actual performance are not adequately
explored as the basis for adjusting operations and programs.

. Opportunities exist for the Commission to benchmark similar operations in
different divisions and/or different field offices to identify and disseminate
best practices.

Without a comprehensive performance measurement system the Commission runs the
risk of changing processes without making lasting improvements. For example, the
Commission currently measures its permitting process in terms of "days to issue a
permit.” This is an outcome measure based on the viewpoint of the customer -- the
number of days it takes from the time the customer tums the permit in until it is
approved. Commission reports indicate that these outcomes have been improving.
However, the Commission does not measure the internal processing time for its
permitting process -- the number of employee hours required to actually accomplish
the processing steps. As a result, it is not possible to tell whether the process itself has
really improved. Some comments indicate that the "days to issue a permit” has
mmproved simply because additional resources were added, not because any basic
system Or process improvements were made.

The Commission also runs the risk of "solving” a performance problem in one area
only to create a different performance problem in another area. For example, the
Commission established a performance goal for customer service of answering all
telephone calls within a certain time frame. In the Legal Services Division, meeting
this goal required the designation of at least one attorney on a full-time basis. Asa
result, the division lost a person to handle regular legal duties. So, the external
customer service goal had a negative impact on the Legal Services Division's
performance with internal customers.

Recommendation:

Develop and implement a comprehensive performance measurement system. This
system should include:

. Identification of key operating and administrative functions
. Inclusion of all types of performance measures: output, outcome, and
efficiency for each key function
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. Consideration of the relationship between different operating and
administrative functions and the effect of a performance measurement
standard in one function on all other related functions

. Establishment of control procedures for ensuring data accuracy, e.g., fully
documenting and measuring activities, documenting performance reviews,
periodically auditing performance measures, etc.

. Benchmarking of performance standards based upon best practices both within
and without the agency

. Establishment of a process for regularly reporting and analyzing performance
results and adjusting plans, budgets, and operations to improve subsequent
results

Section 6: INFORMATION MANAGEMENT
Management Information Needs Should Be Assessed And Steps

Taken To Fulfill These Needs

Although this audit did not
focus specifically on the
Commission's management
information system, it has a
very basic problem -- the
Commission has not yet
identified the information
needs of its top level managers
and its key customers, such as
legislators, and taken steps to
fulfill these needs.
Furthermore, the combination of the lack of basic management information and the
availability of personal computer-based information management software appears to
have caused the proliferation of individualized information management systems.
This creates some obvious risks:

. Multiple reporting formats make it difficult, if not impossible, for upper
management to consolidate the outputs of these various systems and manage
the Commission as a whole.

. Controls over these systems are inconsistent, increasing the risk of inaccurate
data.
. Exchanging or comparing information between systems is difficult.

Information availability problems exist in many of the Commission's management
systems:

. Policy management
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- A process for coordinating the gathering, analysis, and reporting of
information relevant to policy management does not exist.
. Resource management .
- Budget -- many parallel budget and accounting systems have been
developed because of perceived weaknesses of USAS information.
- Human Resources -- basic information is available, but many
managers are unaware of its availability or most appropriate uses.
. Performance management
- A data base exists for performance measures reported to the LBO, but
other performance measures are reported on an informal basis and not
managed for the agency as a whole.
- The right information, i.e. the right kind of performance measures, has
not always been identified and collected.

Furthermore, both internal and external users reported problems obtaining information.
Managers from the Commission level down to the program level expressed frustration
about the lack of management information readily available to them. When we
pointed out the cost and risks of parallel systems, they pointed to the risk of making
decisions without timely, accurate information. External parties, particularly
legislative contacts, expressed frustration with the time it took to obtain what they
thought was routine information. A QUEST (see Section 8) team on the
communication process identified a number of weaknesses in both the kind of
information that is available and the processes used to communicate it.

In one instance, information that is very basic to the Commission's regulatory function
is not being collected and managed. Apparently, no process exists for routinely
documenting rule interpretations that are made by various employees throughout the
organization. This creates a number of potential problems:

. Lack of consistent interpretations

. Loss of expertise and continuity when long-time employees leave

. Licensees are more likely to protest and more likely to prevail if the
Commission cannot show a history of similar, previously upheld,
interpretations

The rule-making consolidation team made a recommendation along these lines in
September 1993 that was adopted. However, as of September 1994, it had not been
implemented.

Recommendation:
Conduct a comprehensive assessment of information needs. The information collected

by the QUESTeam on communication should provide a good starting point. This
survey should consider:

. the needs of various user groups, including:
- legislators
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- managers at all levels
- customers
. information needed by different management systems, such as:
- policy management: external environment
- resource management: financial, human resources, inventory, etc.
- performance management: output, outcomes, efficiency, both interim
and final measures
. information needed by different regulatory functions, such as:
- education
- licensing and permitting
- enforcement
- hearings

Once these needs are identified, the Commission should take an inventory of the
information it already produces. Next, an analysis of the gap between needed
information and available should be conducted. The gaps should be prioritized and
plans made to fill them. Unused and redundant information should be eliminated.

Section 7: IMPLEMENTATION - GENERAL

Agency-Wide Controls Over The Design And Management Of
Individual Programs Are Needed To Reduce The Risk Of Program
Inefficiency Or Ineffectiveness

FEBRUARY 1995

The Commission does not have a process for ensuring that its new programs are well-
designed and have adequate management controls. In the last legislative session alone,
at least 15 pieces of new legislation related to Commission operations were passed. A
large part of recent Commission management effort has been directed toward
implementing the programs required by this legislation. The absence of a process to
control the design and implementation of these programs greatly increases the risk that
these new programs will have problems.

A more comprehensive approach to fixing identified weaknesses in existing programs
and processes is also needed. The Commission has spent much of its time and effort
addressing existing program and process weaknesses identified by internal and
external audit reports. Improvements have been made. However, improvement efforts
have largely been focused within these individual programs and processes. If the
Commission were to establish higher level management controls for addressing related
weaknesses across multiple programs, it would not only address previously identified
problems but also prevent additional ones.

It is clear that the Commission has had problems with program design and
implementation (see Appendix 4 for a listing of previously issued internal and external
audit reports). This management audit and the current review of federal programs for
the statewide financial audit found indications that the Commission continues to have
these same kinds of problems in its programs. In fact, taken together, these reports and
audits indicate a fairly consistent pattern of weaknesses.
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. Links between overall Commission goals and strategies and program goals
and strategies are poor. For example, although the Commission has a general
enforcement policy, specific enforcement strategies at the program level vary
greatly between different field offices, programs, and divisions.

. The effect of new rules or new programs on divisions outside the program are
not routinely considered. For example, the rule-making process does not
require the consideration of whether additional programming, hardware, or

. software will be needed, although the availability of such resources can be
vital to program implementation. _

. Work plans are not consistently prepared and used to support and direct
program/rule implementation. Particularly in the case of regulations which are
phased-in, or have additional requirements depending upon the level of
compliance, long-range planning can be critical to program success.

. Activities are not routinely prioritized.
. Resource needs are inadequately identified, assessed, and managed.
. Controls over contracts and monitoring of contracts have been weak in some

areas. Contracts constitute 52 percent of the fiscal year 1994 budget and are
primarily located in the 30 Petroleum Storage Tank and Waste Clean-up
programs. A 1992 internal audit report identified several opportunities for
improvements in the Petroleum Storage Tank contracts section.

. The most recent statewide federal compliance audit conducted by the State
Auditor id