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Dear Messrs. Richardson and Gragan: 
 
Enclosed is the final report summarizing the results of the Office of the Inspector General’s (OIG) 
Audit of the Management Operations of the Office of Cable Television (OIG No. 08-1-19CT).  This 
audit was conducted at the request of the Executive Office of the Mayor after receiving allegations 
of improprieties in management operations at the Office of Cable Television (OCT). 
 
As a result of our audit, we directed four recommendations to the Executive Director of OCT that 
we believe are necessary to correct reported deficiencies.  The recommendations focus on 
complying with the District procurement regulations; complying with contract provisions relative to 
the duties and responsibilities of the Contracting Officers Technical Representative; managing and 
monitoring agency assets and conducting annual inventories; and developing a plan to liquidate or 
utilize the inventory items that were purchased for the HDTV production studio project. 
 
The Executive Director of OCT provided a written response to the draft of this report dated  
October 2, 2009.  OCT’s response included comments from the Chief Procurement Officer, Office 
of Contracting and Procurement (OCP), even though no recommendations were directed to OCP.   
 
We reviewed OCT’s response and consider actions taken and planned to meet the intent of 
Recommendations 1, 3, and 4.  However, OCT did not provide us with an adequate response for 
Recommendation 2.  Accordingly, we request the OCT provide us with an updated response to the 
recommendation within 30 days of the date of this report.  The full text of the responses from OCT 
and OCP are included at Exhibit C.   
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OVERVIEW 
 
The District of Columbia Office of the Inspector General (OIG) has completed an audit of 
the Management Operations of the Office of Cable Television.  This audit was conducted at 
the request of the Executive Office of the Mayor after receiving allegations of improprieties 
in management operations at the Office of Cable Television (OCT).  Our review of the 
specific allegations is shown at Exhibit A, Allegations and Audit Results. 
 
The objectives of the audit were to determine whether OCT:  (1) managed and used resources 
in an efficient, effective, and economical manner; (2) administered funds in compliance with 
applicable laws, regulations, policies, and procedures; and (3) implemented internal controls 
to prevent and detect material errors or irregularities. 
 
CONCLUSIONS 
 
OCT entered into a contract relative to high definition television (HDTV) infrastructure on a 
sole source basis, without adequate justification and reasonable assurance that the contractor 
could perform the contract requirements.  This contractual agreement also violated OCT’s 
internal operations policy on equipment and facilities usage and was inconsistent with 
responsible stewardship over District funds.   
 
Additionally, OCT did not effectively monitor the performance of the contractor used for the 
design and installation of a HDTV production studio.  For example, the former Executive 
Director of OCT approved payment of the contractor’s invoices without adequate supporting 
documentation, resulting in expenditures of a significant portion of contract funds without 
deliverables being provided.  The ineffectiveness of contract monitoring was due to poor 
internal controls relating to separation of duties and the absence of effective management 
oversight.  
 
As a result of these deficiencies, we believe OCT wasted over $4 million for design, 
equipment, and installation of a HDTV production studio that was never built or installed, 
including the potential obsolescence of over $3 million of HDTV equipment that was never 
used. 
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SUMMARY OF RECOMMENDATIONS  
 
We directed four recommendations to the Executive Director of OCT that we believe are 
necessary to correct the deficiencies noted in this report.  The recommendations, in part, 
center on the following:  
 

• Complying with the District procurement regulations. 
 

• Complying with contract provisions relative to the duties and responsibilities of the 
Contracting Officers Technical Representative (COTR). 
 

• Managing and monitoring agency assets and conducting annual inventories. 
 

• Developing a plan to liquidate or utilize the inventory items that were purchased for 
the HDTV production studio project. 
 

A summary of the potential benefits resulting from the audit is shown at Exhibit B. 
 
MANAGEMENT RESPONSE 
 
The Executive Director of OCT provided a written response to the draft of this report dated 
October 2, 2009, which included comments from the Chief Procurement Officer, Office of 
Contracting and Procurement (OCP).  OCT agreed to take the actions required for 
Recommendations 1, 3, and 4.  In its response to Recommendation 2, OCT noted that the 
production equipment will be installed after the completion of the new facility in McKinley 
Technology High School. 
 
OIG COMMENT 
 
We reviewed OCT’s response and consider actions taken and planned to meet the intent of 
Recommendations 1, 3, and 4.  However, OCT did not provide us with an adequate response 
for Recommendation 2 because it did not indicate that all equipment would be used and, if 
not, what plans existed to liquidate residual, unused equipment.  Accordingly, we request the 
OCT provide us with an updated response to the recommendation within 30 days of the date 
of this report.  The full text of the responses from OCT and OCP are included at Exhibit C. 
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BACKGROUND 
 
The mission of the Office of Cable Television (OCT) is to: (1) regulate the provision of 
cable service in the District of Columbia (District); (2) protect and advance the cable 
service related interests of the District and its residents; and (3) produce and cablecast 
live and recorded video and other programming via of the District's public, educational, 
and government cable channels.1 
 
Some of the ways OCT accomplishes its mission include the following: 
 

• Regulating the District's cable service providers by enforcing federal and District 
cable television laws, including District cable franchise agreements; 

 
• Establishing and ensuring compliance with cable franchise agreements between 

providers and the District; 
 

• Facilitating harmonious relationships between District cable service providers and 
their customers by mediating disputes and enforcing customer service regulations; 
 

• Facilitating open access to the District government through its government 
cable channels, such as OCT 13 and OCT 16, and its educational cable channels 
(e.g., the District's Public School System's cable channels); and 
 

• Creating and maintaining an economic and regulatory environment that promotes 
competition in the cable television industry in the District.2 
 

OCT operations are primarily funded through franchise fees collected from the District’s 
two cable television franchisees, Comcast and Residential Communications Network 
Corporation (RCN).  In fiscal year (FY) 2008, OCT generated $7.8 million through cable 
franchise fees.  OCT’s proposed operating budget for FY 2008 was $7.2 million.   
 

                                                 
1 Http://oct.dc.gov/about/index.shtm (last visited Jul. 10, 2009). 
2 Id. 
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Mason Production Services Contract.  On August 11, 2006, the District of Columbia 
Office of Contracting and Procurement (OCP), on behalf of OCT, awarded Contract 
No. DCCT-2006-C-0150 to Mason Production Services (MPS).  The contract was a fixed 
price contract with a base year not to exceed $996,052, with 4 option years valued at 
$2,344,697.  In general, the contract required MPS to provide expert consulting services 
for OCT’s HDTV Infrastructure Enhancement Project, (build or installed) which included 
the completion of a production facility upgrade approximately 3½ months from the 
contract award date.   
 
Specifically, MPS was to supply OCT with a comprehensive array of services, including 
but not limited to facility design, project management, business development/marketing, 
engineering, and support services.  However, the contract with MPS was not renewed 
after the completion of the base year and the studio was never built or installed.  As a 
result, OCT was left with over $3 million of relatively new and unused equipment.  We 
noted that the agency had no definitive alternative uses for this equipment.   
 
OBJECTIVES, SCOPE, AND METHODOLOGY 
 
The objectives of the audit were to determine whether OCT:  (1) managed and used 
resources in an efficient, effective, and economical manner; (2) administered funds 
in compliance with applicable laws, regulations, policies, and procedures; and 
(3) implemented internal controls to prevent and detect material errors or irregularities.  
Additionally, we evaluated whether the allegations had merit.  
 
To accomplish our objectives, we reviewed applicable laws, regulations, policies, and 
procedures.  We conducted interviews with responsible OCT officials in order to obtain a 
general understanding of their internal controls and processes.  We held meetings and 
discussions with officials of the OCP and also met with the President/CEO of MPS.   
 
We reviewed the contract awarded to MPS and other related records.  Additionally, we 
observed the fixed asset inventory of OCT and performed a limited inventory of 
equipment on hand. 
 
We relied on computer-processed data from the System of Accounting and Reporting 
(SOAR) to obtain summary information on the total amount paid to MPS from 
September 22, 2006, to January 18, 2008.  We did not perform a formal reliability 
assessment of the SOAR computer-processed data because the SOAR system reliability 
was established based on tests performed as part of the city-wide Comprehensive Annual 
Financial Report audit. 
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This performance audit was conducted in accordance with generally accepted 
government auditing standards.  Those standards require that we plan and perform the 
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our 
findings and conclusions based on our audit objectives.  We believe that the evidence 
obtained provides a reasonable basis for our findings and conclusions based on our audit 
objectives. 
 
PRIOR AUDITS AND REVIEWS 
 
OCT annually contracts for audit services to review calculation of franchise fees paid to 
the District by the two cable franchisees (Comcast and RCN).  The purpose of these 
audits is to ascertain whether cable providers paid to the District the fees actually owed.  
Pursuant to their franchise agreements, both companies are required to pay quarterly 
franchise fees, the amount of which must total five percent of the gross revenues received 
during the applicable quarter.   
 
For FY 2008, OCT contracted with a private accounting firm to conduct the audit.  The 
audit showed that the District received over $7.8 million in franchise fees and the cable 
franchisees were in compliance with the agreements. 
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FINDING 1:  QUESTIONABLE PROCUREMENT PRACTICES 

 
SYNOPSIS 
 
OCT entered into a contract to acquire a high definition television (HDTV) infrastructure 
on a sole source basis, without adequate justification and reasonable assurance that the 
contractor could perform the contract requirements.  This contractual agreement 
ultimately violated OCT’s internal operations policy on equipment and facilities usage 
and was inconsistent with responsible stewardship over District funds.   
 
As a result, the District was neither assured of obtaining services at the most reasonable 
or economical price, or receipt of contract deliverables.  We estimate that OCT wasted 
over $4 million in District funds.   
 
DISCUSSION 
 
MPS Contract.  On August 11, 2006, OCP (on behalf of OCT) awarded Contract 
No. DCCT-2006-C-0150 to MPS.  The contract was a fixed price contract with a base 
year not to exceed $996,052 and 4 option years valued at $2,344,697.  In general, the 
contract required MPS to provide expert consulting services for OCT’s HDTV 
Infrastructure Enhancement Project, which included the completion of the production 
facility approximately 3½ months from the contract award date.   
 
Specifically, MPS was to supply OCT a comprehensive array of services including, but 
not limited to, facility design, project management, business development/marketing, 
engineering, and support services.  However, the contract with MPS was not renewed 
after the completion of the base year and the studio was not built or installed.  As a result, 
OCT was left with over $3 million of relatively new and unused equipment.  The issue of 
unused equipment inventory is discussed in greater detail in Finding 2 of this report.  We 
also noted that the agency had no definitive alternatives for use of this equipment.   
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Justification for Sole Source Procurement.  Our review of records indicated that 
OCT’s justification for the project was flawed and facts were misrepresented.  A 
discussion on this matter follows. 
 
Title 27 District of Columbia Municipal Regulations (DCMR) § 1702.2 states:   

 
“When determining whether there is only one (1) source for the 
requirement, the contracting officer (and, for procurements over 
twenty-five thousand dollars ($25,000), the Director) shall consider 
whether there is a reasonable basis to conclude that the District's 
minimum needs can only be satisfied by the supplies, services, or 
construction proposed to be procured, and whether the proposed sole 
source contractor is the only source capable of providing the required 
supplies, services, or construction.”   

 
The awarding of a sole source contract to MPS for the building of a HDTV production 
studio was based, in part, on the following statement used by the former Executive 
Director of OCT in preparing the July 10, 2006, determination and findings (D&F) for 
this contract:  
 

Time is of the essence regarding the commencement and completion of 
OCTT's HDTV upgrade project.  The July 31, 2006 and November 15, 
2006 commencement and completion dates (respectively) related to this 
upgrade project were not arbitrarily chosen.  For OCTT to be able to 
complete the various HDTV production projects that it anticipates 
engaging in this upcoming fall and winter season, its HDTV facility 
upgrade must be completed by November 15, 2006.  Should its facility 
upgrade not be completed by this November deadline, it is likely that 
OCTT will be precluded from engaging in anticipated HDTV 
production projects.  The agency has determined that its facility 
upgrade project must be started by July 31, 2006 if it is to be completed 
by the critical November 15, 2006 deadline.  In light of these deadlines, 
OCTT requires the services of a consultant who has proven and 
demonstrated past experience and expertise in timely completing 
projects of this magnitude.3 

 
 
 

                                                 
3 Id. at 3. 
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We could not determine why time was of the essence given that the project was not 
completed within 3½ months or during the next 12 months.  In fact, a contract 
modification in the amount of $389,862 was executed in August 2007 (the original award 
amount was $996,052), which resulted in first year contract costs of $1,385,914.   
 
This contract modification may have been intentionally arranged in this manner to 
circumvent the review requirements associated with contracts over $1 million.  We also 
concluded that the design and installation of a production studio in 3-4 months was 
unrealistic, considering that OCP understood MPS to be a start-up company.  The 
aggressive project deadline most likely eliminated other prospective bidders for the 
contract.  
 
Apparently, the former Executive Director of OCT had already begun negotiations with 
MPS.  For example, a review of communications dated May 2, 2006, between OCP and 
the Office of the Attorney General (OAG) disclosed that the former OCT Executive 
Director was in discussions with MPS about a prospective contract on April 10, 2006.  
Additionally, several emails sent and received between the OCP Contracting Officer and 
various OAG personnel involved in reviewing this contract expressed concern about the 
proposed contract.   
 
The May 2, 2006, email also provided a synopsis of a meeting between the former 
Executive Director of OCT, a former Deputy Mayor, and OAG.  An OAG attorney 
characterized the former Executive Director of OCT as “not bashful in saying he wants to 
have a contract with Mason, and claimed that he (the former Executive Director of OCT) 
could justify a sole source.”  The sole source contract with MPS was signed on August 11, 
2006, approximately 3 months after this meeting took place.  We believe the contract 
award to MPS creates the appearance of pre-selection and an unjustified sole source. 
 
Business Development/Marketing.  The contract with MPS included a line item for 
business development/marketing, which was budgeted at 1,000 hours at $180 an hour.  
Based on our analysis of billings by MPS to OCT, $234,000 was paid to MPS for this 
service.  The former Director of OCT insisted that this service was necessary no matter 
who was awarded the contract.   
 
We noted that there were at least three other firms who could have performed the design/ 
installation of the production studio, but not the marketing component.  Documents 
obtained during the audit disclosed that OAG strongly recommended that the contract be 
split into two agreements, a contract for design/installation and a contract for business 
development.   
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Splitting the contract using several vendors would have increased competition, most 
likely resulting in a lower cost to perform the requested services.  We believe that OCT’s 
decision to require the business development/marketing function and the design/install 
function be performed by the same firm was a major factor in eliminating competition for 
the contract. 
 
Approval of the HDTV Project.  In 1997, the Federal Communications Commission 
(FCC) mandated that all United States television stations operate digital signals and 
become fully digital by 2009.  Digital television broadcasting is a broadcasting method 
by which the video and audio of a program are transmitted as electronic signals 
represented by binary numbers that are decoded by a device in or attached to the 
receiving television set.  HDTV broadcasts transmit television signals with a higher 
resolution than traditional broadcast formats (i.e., pictures with twice the standard 
number of scanning lines per frame, producing pictures with greater detail).   
 
We noted that the D&F for a sole source award made reference to the federal mandate as 
justification for OCT’s HDTV project, stating that “[i]n an effort to comply with the 
above-referenced federal mandate, OCT[ ] has began the process of upgrading its 
production and broadcast technical infrastructure (ultimately transforming it into a 
completely-digital system).”  However, the 1997 FCC requirement was for television 
stations to operate digital channels and not specifically to design and build or install a 
HDTV production studio.  
 
During discussions with the MPS Chief Executive Officer, we inquired as to the basis for 
entering into an agreement for the HDTV production studio project.  He informed us that 
the previous Executive Director of OCT told him that the project was a “city wide 
initiative,” which had been presented to a former City Administrator and received an 
approval to proceed.   
 
We asked whether he had any documentation of the approval by the former City 
Administrator, but the MPS Chief Executive Officer was unable to provide us with this 
information.  We also asked the current Executive Director of OCT whether he was 
aware of any approvals made by city officials to go forward with the HDTV project.  He 
also told us that he was not aware of any documented approval for the project. 
 
Our research disclosed that other governmental jurisdictions (Montgomery County, 
Maryland, Baltimore, Maryland, and Boston, Massachusetts) currently do not use HDTV 
broadcast equipment and technology. 
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Review of Mason Contract by OCP and OAG.  In October 2006, the Assistant 
Attorney General assigned to OCP recommended to the Interim Chief Procurement 
Officer for OCT that OCT terminate the contract with MPS and create two new ones.  
OAG found numerous issues and conflicts with the HDTV production studio contract 
with MPS.  Among those issues, OAG found that MPS’s contract did not “detail any sort 
of ‘partnership agreement’” as was mentioned in the OCT and MPS’s August 15, 2006, 
press release.  Excerpts from the release entitled “DC Office of Cable TV Enters 
Partnership with Mason Productions” are as follows:   

(Washington, DC) The D.C. Office of Cable Television and 
Telecommunications (OCTT) has entered into a significant private/public 
partnership with Mason Productions, LLC (Mason Productions) that has 
economic and national implications for OCTT. OCTT is a District of 
Columbia agency that operates under the Executive Office of the Mayor. 
OCTT is charged with the responsibility of regulating the provision of 
cable television services by cable television service providers who operate 
video distribution systems that occupy the public rights-of-way in the 
District of Columbia. OCTT also manages and operates the District’s two 
government cable access channels: OCTT 13 and OCTT 16 and cablecast 
the University of the District of Columbia’s channel 98. Pursuant to its 
new partnership with OCTT, Mason Productions will design and manage 
the upgrade of OCTT’s digital broadcast center to High Definition. 
OCTT’s broadcast center is located in the Intelsat Building; 3007 Tilden 
Street, NW; Washington, D.C. 

In addition, Mason Productions will market OCTT’s broadcast facility to 
local and national production communities.  

James D. Brown, Jr., Executive Director of OCTT and creator of the 
agency’s business initiative said, “We are excited about our new 
partnership with Mason Productions. We are excited about the tremendous 
benefits that this partnership will bring to our District of Columbia 
audience, and we are very enthusiastic about its broad economic 
potential.” 

Brown added, “Our goals regarding this upgrade and alliance are to attract 
more television production work to Washington, D.C.; to expand the 
production talent base in the District; and to satisfy the digital television 
broadcast mandates that have been imposed upon OCTT and other 
broadcasters by the Federal Communications Commission,” states OCTT 
Executive Director James D. Brown, Jr. “By developing this private/ 
public relationship, we will create greater opportunities for District of 
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Columbia residents to gain substantive exposure to the television 
production industry.” 

OCP and OAG noted that the former Executive Director of OCT made statements that 
were not entirely accurate.  This included statements that OCT vetted the proposed terms 
of the agreement with the Deputy Attorney General for OAG’s Commercial Division.  
The Deputy Attorney General for OAG’s Commercial Division denied this occurred. 
 
Office of Cable Television Policy.  The contract entered into with MPS violated OCT’s 
Programming Policy on equipment and facilities usage, which provides, in pertinent part 
that:  

• OCT production equipment and facilities are to be used strictly and 
exclusively for productions that 1) clearly are in the interest of the 
DC Government and its agencies, 2) occur as a result of a request 
from the Executive Office of the Mayor, 3) occur as a result of a 
request from DC Council members, or 4) occur as a result of a 
request from a DC Government Agency Director and with the 
approval of the OCT Director.  

• Loaning, renting, or use of the equipment for personal or 
commercial use is strictly prohibited.4 

It is not clear how this project was clearly in the interest of the District government, its 
agencies, or the citizens of the District of Columbia.  Specifically, for the total expected 
project costs of $6.5 million,5 the District would derive the benefit of a higher resolution 
television broadcast picture of mayoral, D. C. Council, and educational events.  Also, the 
District was expected to generate future revenue from rentals of the upgraded studio 
facilities to private enterprises, which would violate OCT’s policy against renting its 
equipment for commercial use.   
 

                                                 
4 Http://oct.dc.gov/information/policy/regulations.shtm#top   (last visited Aug. 10, 2009). 
5 The contract had a base year value of $996,052 and 4 option years valued at $2.3 million for a total of 
$3.3 million.  Also, OCT purchased over $3.3 million in equipment from various vendors in connection 
with the project (separate from the contract) for a total expected project cost of $6.5 million. 
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None of these benefits were obtained because the contract was not renewed after 
15 months.  OCT officials could not provide us with a rational explanation as to why the 
contract was not renewed.  During this period, the contractor was paid approximately 
$1 million for a completed design for the studio.  Also, OCT purchased over $3 million in 
equipment in expectation of the studio; however, the studio was not built. 
 
As such, we conclude that the contract violated OCT policy because the HDTV project 
was not clearly in the interest of District government, its agencies, and more importantly, 
the citizens of the District of Columbia.  Specifically, important District dollars were 
wasted on a project that was never completed. 
 
We also noted that MPS listed on its business cards and website the same address from 
which OCT conducts its operations (Tilden Street, NW, Washington, D.C.).  This address 
was used by MPS until OCP directed it to cease the practice.  During the audit, we did 
not obtain any documentation to indicate that MPS paid separate costs such as rent, 
electricity, telephones, etc., for use of OCT’s facility.  Therefore, MPS used District 
facilities to operate its business, in violation of OCT policy.   
 
RECOMMENDATIONS, MANAGEMENT RESPONSES, AND OIG COMMENTS 
 
We recommend that the Executive Director, Office of Cable Television: 
 

1. Coordinate with OCP to train OCT staff in District procurement and contract 
administration procedures to include standards of conduct and ethics relative to 
government contracting and management responsibilities. 

 
OCT RESPONSE 
 
OCT agreed with the recommendation and stated in its response that training in District 
procurement and contract administration procedures, to include standards of conduct and 
ethics relative to government contracting and management responsibilities, has begun and 
will continue until completed. 
 
OIG RESPONSE 
 
Actions taken by OCT are considered to be responsive to our recommendation.  The full 
text of OCT’s response is included at Exhibit C. 
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FINDING 2:  DEFICIENT CONTRACT MONITORING 

 
SYNOPSIS 
 
OCT did not effectively monitor the performance of the contractor used for the design 
and installation of a HDTV production studio.  For example, the former Executive 
Director of OCT approved payment of the contractor’s invoices without adequate 
supporting documentation, resulting in a significant portion of contract funds being 
expended without proof of deliverables.  The ineffectiveness of contract monitoring was 
due to poor internal controls relating to separation of duties and the absence of effective 
management oversight.  
 
As a result, OCT spent over $4 million for design, equipment, and eventual installation of 
a HDTV production studio that was never built or installed.  Further, the failure to build 
the production studio resulted in the potential obsolescence of over $3.3 million of idle 
HDTV equipment. 
 
DISCUSSION 
 
OCT purchased over $3.3 million of equipment from various vendors in connection with 
the HDTV project.  Because the contract was not renewed beyond the first year, most of 
this equipment was sitting in a storage area of OCT’s office building, still in the original 
boxes at the time we performed our audit.  We estimate that this equipment has 
depreciated significantly.  We also believe that the District may only obtain minimal 
value from the equipment due to obsolescence. 
 
Monitoring Contractor Performance.  Section G.9.1 of the MPS contract states,  
 

The COTR is responsible for general administration of the contract and 
advising the Contracting Officer as to the Contractor's compliance or 
noncompliance with the contract.  In addition, the COTR is responsible 
for the day-to-day monitoring and supervision of the contract, of 
ensuring that the work conforms to the requirements of this contract 
and such other responsibilities and authorities as may be specified in 
the contract.   

 
However, the MPS contract was not properly monitored.   
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The MPS contract cited a specific OCT employee as the COTR for the MPS contract.  
However, the former Executive Director of OCT assumed the role of COTR for the MPS 
contract, including the approval of MPS invoices.  We reviewed 58 MPS invoices to 
determine whether sufficient documentation and support was obtained or provided by 
MPS to support the invoices.   
 
Of these 58 invoices, we noted that 38 invoices lacked supporting documentation, 10 
invoices had some documentation, and the remaining 10 invoices had adequate 
documentation.  Most of these invoices were approved for payment by the former 
Executive Director of OCT.  Based on our analysis, 38 invoices totaling $328,695.22 
lacked adequate supporting documentation to justify payment.  We contacted the vendor 
and requested supporting documentation for the 38 invoices.  The vendor provided 
documentation that could not be linked to specific invoices; consequently, we were not 
able to find documentation to fully support 38 invoices. 
 
Within 6 months of the contract award date (August 2006), 70 percent of the base year 
contract value (of $996,052) had been expended, with no evidence of deliverables 
provided.  For example, OCT did not have architectural designs or drawings, which we 
eventually obtained from the contractor.  On February 7, 2007, OCP issued a Stop Work 
Order on the project.  Consequently, the District wasted over $4 million, considering that 
the project was derailed and the equipment not used for its intended purpose. 
 
OCT Inventory Process.  Responsible OCT officials described the process for 
conducting inventories.  The Office of Financial Operations and Systems (OFOS) uses a 
third party vendor to inventory OCT’s fixed assets every 2 years.  The third party vendor 
assigns property numbers to the equipment once the equipment has been counted.  Fixed 
assets are reported through SOAR, which generates a report of agency purchases.  Based 
on this SOAR report, the Office of Finance and Resource Management (OFRM) enters 
the items into the Fixed Assets System.  The results of our initial inventory work are 
described below. 
 

• We attempted to conduct a limited inventory count and observation of OCT’s 
most valued assets (11 items), which represented 85 percent (or $3.3 million) of 
the total value of OCT inventory.  We noted that four antennas valued at $50,000 
each had been omitted from the inventory listing.  OCT’s Director of Operations 
agreed that the antennas should have been listed on the fixed assets schedule.   
 

• OCT was not prepared to prove the existence of the items we pre-selected for 
observation.  Most of the assets we selected to observe were shrink wrapped, 
lacked product identification numbers, and had no property number or serial 
number in the fixed asset system.   
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• The contractor who conducts an inventory for OCT had not performed the task of 
assigning property numbers to the most recently purchased assets.  However, we 
noted that serial numbers had also not been recorded for some of the older assets.  
We viewed this as a control weakness in the agency’s inventory management 
procedures and concluded that OCT does not have adequate procedures and 
processes in place to effectively manage and account for agency assets.  OCT 
management has relied on other District agencies (OFOS and OFRM) and 
contractors to oversee the handling of OCT resources.   

 
Later in the audit, we again attempted to confirm the existence of eight high-value items.  
In general, the items we selected were composed of several components that constituted 
one unit.  Most of the equipment in the room was still in boxes and some of the boxes 
were still sealed.  Accordingly, we requested OCT personnel to unpack eight items listed 
on the OCT equipment list so we could validate the existence of these assets.  We 
verified the existence of these eight items which we believe had never been previously 
verified. 
 
As shown in the following photographs, the vast majority of this equipment was still in 
boxes. 
 
 

       
 
Figure 1.  Unpacked inventory         Figure 2.  Sealed boxes of inventory 
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Figure 3.  Sealed boxes of inventory    Figure 4.  Unsealed inventory 
 
 
Internal control should provide reasonable assurance that the objectives of the agency are 
being achieved in the following categories: 
 

• Effectiveness and efficiency of operations including the use of the entity’s 
resources.  

• Reliability of financial reporting, including reports on budget execution, financial 
statements, and other reports for internal and external use. 

• Compliance with applicable laws and regulations.6 
 
 
 

                                                 
6 GAO STANDARDS FOR INTERNAL CONTROL IN THE FEDERAL GOVERNMENT, GAO/AIMD-00-21.3.1, 
Introduction at 4 (Nov. 1999). 
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Good internal control ensures that “[t]ransactions and events are appropriately classified 
and promptly recorded so that they maintain their relevance, value, and usefulness to 
management in controlling operations and making decisions.”7  Examples include 
security for and limited access to assets such as cash, securities, inventories, and 
equipment that might be vulnerable to risk of loss or unauthorized use.  Such assets 
should be periodically counted and compared to control records.8  Further, we noted that 
OCT did not have operating procedures for managing and monitoring agency assets.   
 
 
RECOMMENDATIONS 
 
 
We recommend that the Executive Director, Office of Cable Television: 
 

2. Develop a plan to liquidate or utilize inventory items that were purchased in 
connection with the HDTV production studio project. 

 
OCT RESPONSE 
 
OCT’s response indicated that it was to relocate to McKinley Technology High School 
(McKinley) in FY 2009.  OCT then noted that the plans for relocation were halted. After 
legislation was passed authorizing the construction of a new OCT facility at McKinley, 
OCT indicated that the first phase of construction will be completed in FY 2010.  OCT 
noted that equipment will be installed after the completion of OCT’s new headquarters 
and HDTV studio at the new McKinley location.  OCT also iterated that it will continue 
to use the HDTV production studio for D.C. Council hearings and the Mayor’s press 
conferences, as well as providing a learning lab for public school students. 
 
OIG RESPONSE 
 
We consider OCT’s response to be partially responsive to the recommendation.  While 
OCT’s response provides a general plan for use of equipment that was purchased in 
2006 for the HDTV production studio project, the response did not indicate that all of the 
$3.5 million of equipment purchased will be utilized or provide a liquidation plan for the 
unused portion of equipment.  Further, we noted in its response that the first phase of 
construction is slated for completion in FY 2010.  As such, the $3.5 million of equipment 

                                                 
7 GAO, INTERNAL CONTROL MANAGEMENT AND EVALUATION TOOL, (8/01), GAO-01-1008G, at 41 
(Aug. 2001). 
8 GAO STANDARDS FOR INTERNAL CONTROL IN THE FEDERAL GOVERNMENT, GAO/AIMD-00-21.3.1, 
at 14 (Nov. 1999). 
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purchased in connection with the project will be more than 4 years old, prior to the 
anticipated completion of the HDTV studio.   
 
We believe OCT did not provide an adequate response to the recommendation because it 
is unclear whether all of the inventory of equipment will be used in the new facility and, 
if not, what will be done with the unused portion.  Accordingly, we request the OCT 
provide us with an updated response to the recommendation within 30 days of the date of 
this report.   
 
 

3. Develop specific procedures for managing and monitoring agency assets.  The 
procedures to be developed should include designating the individual(s) 
responsible for managing agency assets, defining the roles and responsibilities of 
other District agencies and contractors involved in supporting OCT’s asset 
management, inventorying agency assets, and identifying obsolete inventory in a 
timely manner. 
 

OCT RESPONSE 
 

OCT agreed with the recommendation and stated that in FY 2008 standard operating 
procedures (SOP) were developed that are updated on a quarterly basis.  The response 
also indicated that OCT will update the SOP to define roles and responsibilities related to 
the agency’s inventory system process.   
 
OIG RESPONSE 
 
We consider actions taken by OCT to be responsive to our recommendation.  The full 
text of OCT’s response is included at Exhibit C. 
 
 

4. Conduct inventories annually, as opposed to every 2 years, given the substantial 
value of assets currently not being utilized, to minimize the risk of theft and 
obsolescence. 
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OCT RESPONSE 
 
OCT agreed with the recommendation and stated in its response that it maintains an 
internal inventory, which is not regulated by another government agency.  The response 
indicates that OCT will continue to collaborate with the Office of the Chief Financial 
Officer, OCTO, and other stakeholders and will create better system controls (including 
those that utilize helpful software) in order to implement a more efficient annual 
inventory. 
 
OIG RESPONSE 
 
OCT’s actions are considered to be responsive and meet the intent of our 
recommendation.   
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This audit, conducted at the request of the Executive Office of the Mayor, was initiated 
due to concerns expressed by a complainant regarding multiple improprieties at the 
Office of Cable Television.  We categorized the complaints into five allegations.  The 
results of our review follows. 
 
 
Allegation No. 1 
Invoices were paid without supporting documentation totaling hundreds of thousands of 
dollars. 
 
Audit Results 
 
We reviewed both the Contracting Officer’s and the COTR’s contract file for the HDTV 
production studio contract. We also extracted the payment history from SOAR for this 
vendor.  We reviewed 58 invoices from the vendor noting that 38 invoices lacked 
supporting documentation, 10 invoices had some information, and the remaining 10 
invoices had adequate documentation.  Most of these invoices were approved for 
payment by the former Executive Director of the agency.  Based on our analysis, invoices 
totaling $328,695.22 lacked adequate supporting documentation to justify payment. 
 
 
Allegation No. 2 
There was improper use and accumulation of hundreds of hours of leave.9  
 
Audit Results 
 
In FY 2008, OCT conducted an internal audit of the agency’s time and attendance 
records.   The agency’s Operations Division conducted this audit after the agency learned 
that a former OCT timekeeper had failed to record time and attendance information for 
some of the agency’s Programming Staff members (during the period January 2006 to 
September 2007).  OCT’s Director of Operations reviewed the audit results, sent an 
explanatory memorandum to OCT’s Director and submitted an explanatory note to the 
file.  
 
The related information was then forwarded to the Office of Pay and Retirement so that 
the uncollected leave could be deducted from the subject employees’ leave balances. 
OCT management’s failure to provide oversight for the agency’s timekeeper’s 
performance was the primary reason this control breakdown occurred.  
 
                                                 
9 This allegation is not necessarily related to the contract with MPS. 
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Allegation No. 3 
 
There was improper entry and approval of time, including overtime.10   
 
Audit Results 
 
See response to allegation number 2. 
 
 
Allegation No. 4 
 
A potential conflict of interest exists between the former and current directors of the 
agency and vendors that are holders of a sole source contract. 
 
Audit Results 
 
Based on our previously cited issues relative to awarding this contract as a sole source 
procurement, while we are concerned that this contract was not an “arm’s length” 
transaction relative to the former director and the contractor, we found nothing to support 
the allegation. 
 
Allegation No. 5 
 
There was improper use of District government employees for private interests.  
 
Audit Results 
 
Nothing came to our attention during the audit that would support the allegation. 
 
 

                                                 
10 As in Allegation No. 2, this allegation is not necessarily related to the contract with MPS. 



OIG No. 08-1-19CT 
Final Report 

 

 
EXHIBIT B: SUMMARY OF POTENTIAL BENEFITS 

RESULTING FROM AUDIT 
 

 
 

20 

 

R
ec

om
m

en
da

tio
ns

 

Description of Benefit Amount and Type 
of Benefit Status11 

1 

Compliance and Internal Control.  
Ensures that employees responsible 
for contracting and procurement 
actions are appropriately trained to 
perform their duties in accordance 
with District policies and procedures. 

Non-Monetary Closed 

2 

Economy and Efficiency.  Provides 
for use or liquidation of acquired 
assets associated with HDTV 
production studio project. 

Monetary 

$4 million  
Open 

3 

Internal Control.  Develops and 
issues procedures for properly 
managing agency assets to include 
roles and responsibilities. 

Non-Monetary Closed 

4 
Internal Control.  Safeguards 
agency assets by conducting annual 
inventories. 

Non-Monetary Closed 

 
 

                                                 
11 This column provides the status of a recommendation as of the report date.  For final reports, “Open” 
means management and the OIG are in agreement on the action to be taken, but action is not complete.  
“Closed” means management has advised that the action necessary to correct the condition is complete.  If 
a completion date was not provided, the date of management’s response is used.  “Unresolved” means that 
management has neither agreed to take the recommended action nor proposed satisfactory alternative 
actions to correct the condition. 
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