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ABOUT THIS REPORT

For FY 2012 reporting purposes, the U.S. Election Assistance Commission (EAC) has
again elected to submit an Agency Financial Report, with an Annual Performance
Report and Citizens’ Report along with the Congressional Budget Justification. The
reports are targeted to the Office of Management and Budget (OMB), the Public, and
Congress, respectively. The AFR allows EAC to focus on and lay out its financial
position at this time, while providing summary performance data. A Citizen’s Report
and a combined Annual Performance Report/Congressional Budget Justification will
follow on February 15, 2013 per guidance in OMB Circular A-136 Financial Reporting
Requirements.

Information about EAC’s programs is available at www.eac.gov.
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MESSAGE FROM THE CHIEF OPERATING OFFICER AND ACTING
EXECUTIVE DIRECTOR

Following is the U.S. Election Assistance Commission (EAC) FY 2012 Annual
Financial Report. The report describes EAC’s financial results over the past year as it
pursued its mission to assist the effective administration of Federal elections. The report
highlights efforts to strengthen internal controls and financial management activities.
This is the fourth year EAC has undergone a financial statement audit per the
Accountability of Tax Dollars Act of 2002, and the third year EAC is participating in the
pilot performance reporting project as described in OMB Circular A-136 on Financial
Reporting Requirements in place of the Performance and Accountability Report. EAC
presents summarized performance data in this report, and will provide detailed data in
February in conjunction with the FY 2014 Congressional Justification.

EAC has been without a quorum of commissioners since December 10, 2010 and has
been without commissioners since December 2011. The agency has been able to
function by following the order of succession in the Roles and Responsibilities
document adopted by the Commission in September 2008, and the organization chart in
the Strategic Plan 2009-2014 adopted in March of 2009. Under the present structure, if
EAC is without an Executive Director or General Counsel, as is the case, the Chief
Operating Officer assumes the responsibilities of the Executive Director in an acting
capacity. Agency staff is authorized by the Roles and Responsibilities document to
perform activities such as managing the voting systems certification/decertification
process, and disbursing Requirements Payment grant funds. The agency cannot process
second level audit appeals, issue advisory opinions to States on use of Help America
Vote Act funds, adopt policy, or hire an Executive Director and General Counsel.

In FY 2012, EAC finalized the human capital handbook. A records management
handbook is in draft and is expected to be finalized in FY 2013. Further, once a quorum
of the Commissioners is present, EAC will examine remaining policies and procedures
related to clearinghouse and communications and public comments regarding the National
Mail Voter Registration Form.

During FY 2012, EAC made a great deal of progress in achieving the program area
goals described in its Strategic Plan, which is based on the mandates of the Help
America Vote Act (HAVA) of 2002:
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Communications & Clearinghouse

In Fiscal Year 2012, EAC focused efforts on providing information and best practices to
election officials and voters in preparation for the 2012 federal election cycle with the
goal of building a community of knowledge and expertise that would save election
officials time and money. EAC:

Hosted a series of public roundtable discussions about topics and initiatives in
preparation for 2012 federal election cycle. Questions and comments were taken
from the public throughout the live webcasts. The subjects included:

o Cost-effective procedures and best practices for 2012 Voting System

Preparation;
0 EAC’srole as a national clearinghouse and resource for election officials
around the country;

o0 Getting ready for the November 2012 elections; and

0 Ways to improve access to voting for veterans;
Expanded The EAC Blog to provide periodic election updates and highlight
program activities during each week: 1) Election Updates summarize
information on upcoming primaries, special elections, and the general election in
2012; 2) Voting System Testing Updates track progress made on EAC voting
system certification; and 3ongoing blog posts cover election related topics to
answer frequently asked questions and provide critical or time sensitive
information to stakeholders and the media;
Expanded @EACgov on Twitter to rapidly deliver information and updates to
stakeholders and the public about the voting system certification program, EAC
activities and election information, communicate with election officials, and
build a community of expertise;
Maintained #BReady2012, is the Twitter hashtag where election officials and the
public can gather and discuss preparation for the next Federal election. The
number of EAC Twitter followers grew from 250 to over 900 from October 2011
through September 2012;
Hosted online The Election Official Exchange, a platform to help local election
officials connect and leverage their collective knowledge by sharing and
exchanging best practices and information expertise; and
Provided program updates where the public can customize the kind of
information and the frequency that it is delivered via EAC’s newsletter and
automatic program updates;
Managed EAC’s Blog to provide periodic election updates and highlight
program activities;
Managed @EACgov on Twitter to rapidly deliver information and updates about
the voting system certification program, communicate with election officials, and
build a community of expertise; and
Maintained #BReady2012, the Twitter hashtag where election officials and the
public can gather and discuss preparation for the next Federal election.


http://www.eac.gov/blogs/�
http://twitter.com/#!/EACgov�
http://www.eac.gov/exchange/�
http://www.eac.gov/signup.aspx�
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Grants Management

In FY 2012, EAC:

Disbursed requirements payment grants to States certifying compliance from the
FY 2008-FY 2011 awards;

Closed the College Poll Worker and the Mock Election grants awarded in FY
2009;

Continued to monitor and provide technical assistance to three-year award 2010
College Poll Worker grantees to help them carry out successful programs;
Continued to monitor and work with the three-year award 2010 Mock Election
Program grantees; and

Monitored and provided technical assistance for the Voting System Pre-Election
Logic and Accuracy Testing & Post-Election Audit Initiative grants, and the
Accessible Voting Technology Initiative grants. In FY 2012, the latter projects
focused on making pre-election information accessible to voters and using a
specialized system in the field for elections.

Research, Policy and Programs

Work completed in FY 2012 includes:

Research:

Release of the results of the 2010 Election Administration and VVoting Survey
(EAVS) to Congress and the public;

Final draft of a study on the use of Social Security numbers for the purpose of
voter registration;

Final draft of a study on Vote Recounts and Contests describing laws and
procedures in each state;

Award of contracts to perform research on administering elections in urban and
rural areas, and to administer and analyze the data for the 2012 EAVS;
Completion of the process for updating the 2012 Election Administration and
Voting Survey;

Research on new jurisdictions and languages covered by Section 203 of the
Voting Rights Act as determined by the 2010 census and consideration of its
application to various minority language election resources; and

Responding to requests from state and local election officials, Congress, the
media and the public-at large for copies of Voter’s Guides to Elections and
Glossaries of Election Terms in various foreign languages, and NVRA
registration forms and accompanying state instructions for completing the form;
clarification of data reported in the biennial EAVS; assistance on completing the
Federal NVRA form; and requests to clarify certain technical aspects of election
procedures and processes;
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Policy:
e Processing of State requests for modifications to the state-specific instructions on
the National Mail VVoter Registration Form. States include Delaware, Florida,
Illinois, Maine, Louisiana, Virginia and Washington State;

Programs:

e Conducting presentations and distributing material highlighting EAC educational
resources at conferences and workshops around the country. Topics included
best practices and tips from EAC research on topics such as poll worker
recruitment and training, designing ballots, making contingency plans, voting
accessibility, and communicating with the public; and

e Developing and distributing 30,000 copies of “Voting Tips To Enhance Your
Voting Experience” to the 55 State election offices.

Voting Systems Testing and Certification

In FY 2012, EAC:

e Certified four voting systems and published a certification timeline for a fifth
system;

e Conducted testing campaigns for four systems;

e Drafted and published six Requests for Interpretation (RFIs) to the Voluntary
Voting System Guidelines (VVSG);

e Drafted and published two Notices of Clarification to Testing & Certification
Program Manuals;

e Published a Final Formal Investigation Report on a voting system;

e Developed and implemented major updates to EAC’s Virtual Review Tool
(VRT);

e Audited a voting system manufacturing facility;

e Received a revised version of VVSG 1.1 from NIST, incorporated NIST
comments and new RFI’s into the guidelines, and posted the second draft version
for Public Comment;

e Performed two laboratory re-accreditation audits, and an EAC and NVLAP
initial laboratory audit; and

e Published the Survey of Internet Voting (SIVAR) document on the EAC web
site.

Finally, EAC conducted briefings for visiting foreign delegations under the auspices of
the U.S. State Department to explain EAC’s role and function as a national
clearinghouse, and how EAC's resources and tools serve and support election officials
around the country as they prepare for the 2012 election. Delegations included election
officials and news media journalists from the following nations: Afghanistan, Burkina
Faso, Chad, Korea, Mali, Mauritania, Senegal, Niger, and Russia. Another briefing was
conducted for representatives from the Office for Democratic Institutions and Human
Rights (ODIHR) in the Organization for Security and Cooperation in Europe (OSCE).
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EAC continues to work on improving its programs and operations, and information
technology across the agency. Additional information on actions for continued
improvement can be found in Section 1.E. of the Management Discussion and Analysis
which follows.

The financial and performance data in this report is reliable and complete with the
exception of issues described in the auditor’s report related to internal controls and
accounting for advances, receivables and accruals, and the finalization of policies and
procedures. The Commission provides a qualified statement of assurance that the
internal control and financial management systems meet the objectives of the Federal
Managers’ Financial Integrity Act. EAC will work in FY 2013 to remediate the issues
and finalize policies and procedures.

We look forward to continuing to provide technical assistance to recipients of Help
America Vote Act funds, and materials to election officials to assist with the
administration of Federal elections.

/(;.M/Zceab/

Alice P. Miller
Chief Operating Officer and Acting
Executive Director
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SECTION I

Management Discussion and Analysis

Management Discussion and Analysis (MD&A\) is presented in accordance with Statement of
Federal Financial Accounting Standards (SFFAS) 15. The MD&A is intended to provide a clear
and concise description of the agency’s mission and organizational structure; high-level
discussion of key performance goals, results and measures; analysis of financial statements;
systems, controls, and legal compliance (i.e., Management Assurance signed by the Agency
Head); compliance with laws and regulations; and actions taken or planned to address problems.
It provides a balanced analytical assessment, with both positive and negative information, of key
program and financial performance. The MD&A is a vehicle for communicating insights about
the agency, its operations, programs, successes, challenges and future outlook. Contents of this
report and the MD&A are in conformance with Office of Management and Budget (OMB)
Circular A-136 Financial Reporting Requirements.

LA BACKGROUND, VISION, MISSION AND ORGANIZATIONAL STRUCTURE

In October 2002, Congress passed the Help America Vote Act (HAVA) of 2002. The law
recognized the need for States to invest in their election infrastructure and set out comprehensive
programs of funding, voluntary guidance, and research. To foster those programs and to
promote and enhance voting for United States citizens, HAVA established the Election
Assistance Commission (EAC). The vision for EAC, according to the Strategic Plan 2009-2014,
adopted March 2009, is to lead election reform that reaffirms the right to vote and to have all
eligible votes counted accurately.

EAC is an independent, bipartisan agency. Four full-time Commissioners, appointed by the
President and confirmed by the U.S. Senate, and three Federal advisory committees, the
Standards Board, Board of Advisors, and Technical Guidelines Development Committee, guide
the EAC. Its mission is to provide assistance to State and local election officials in the effective
administration of Federal elections. EAC is statutorily required to:

e Create a clearinghouse of information for election officials and the public;

e Distribute and monitor HAVA funds to States for election administration improvements;

e Issue, periodically review and modify, as necessary, Voluntary Voting System Guidelines
(VVSG);

e Accredit voting system test laboratories and certify voting equipment;

e Conduct periodic studies of election administration issues as determined by the
Commission;

e Establish best practices and guidelines on election administration for State and local
election officials;

e Maintain the national voter registration form developed in accordance with the National
Voter Registration Act (NVRA) of 1993;

e Provide Congress with a bi-annual report to assess the impact of the NVRA.
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The Standards Board and the Board of Advisors provide advice and guidance to EAC on
Voluntary Voting System Guidelines (VVSG) and other election administration issues. In
addition, the Technical Guidelines Development Committee (TGDC) assists EAC in the
preparation of the VVSG. The VVSG sets the standards against which voting systems are tested.
The Director of the National Institute of Standards and Technology (NIST) of the U.S.
Department of Commerce serves as the Chair of the TGDC and provides technical support to the
Committee. Additionally, HAVA specifies that NIST provide recommendations to EAC
regarding voting system test laboratories. Since Fiscal Year 2004, EAC’s annual appropriations
have included funds for NIST support.

In Fiscal Years 2003 and 2004, Congress appropriated nearly $3 billion in Federal financial
assistance for payments to States under Titles I and 1l of HAVA. States received the funds to
upgrade their voting systems, establish a statewide voter registration database, train election
officials, and educate voters. In Fiscal Year 2003, General Services Administration (GSA)
distributed $649,500,000 in HAVA funds to the fifty States, Guam, Puerto Rico, the U.S. Virgin
Islands, American Samoa and the District of Columbia on EAC’s behalf. The funds were
distributed for activities to improve the administration of elections (Section 101) and to replace
punch card and lever voting machines (Section 102).

The Senate confirmed four Commissioners in December 2003 and EAC began operations in
January 2004, within ten months of the date mandated by HAVA. The Agency’s Fiscal Year
2004 operating budget was $1.7 million. At the close of the fiscal year, EAC had a staff of 18.
EAC’s focus in 2004 was to assemble staff, obtain office space, arrange for administrative
support from the GSA, establish a website, start election administration clearinghouse
operations, and distribute Federal financial assistance to the States. In FY 2004, EAC also
appointed a statutorily-required General Counsel.

During Fiscal Year 2005, EAC appointed its other statutorily-required position, the Executive
Director, and an interim Inspector General. EAC’s focus in subsequent years was on upgrading
the VVSG, completing required research to promote effective Federal elections and present key
data on election practices and voting, instituting a voting system testing and certification
program, auditing State use of HAVA funds, and providing information on improving elections
to its stakeholders.

In FY 2007, Congress recognized the expanding Agency responsibilities and lifted the full-time
equivalent staffing ceiling of 24. As of the end of FY 2011, EAC had a full-time staff of 38
employees, including two Commissioners and special assistants. Since its inception, EAC has
received $2,606,150,000 in requirements payments, $24,350,000 in discretionary grant funds for
Poll Workers, Mock Elections, Election Data Collection, VVoting Technology Improvement
Research and Equipment and Pre-Election Logic and Accuracy Testing and Post-Election
Verification and transferred $24,493,000 to NIST. EAC also tracks and provides technical
assistance on the Section 101 funds. The time period for using the Section 102 funds has
expired, and EAC is in the process of collecting remaining unused funds.
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EAC Organization by Program

EAC has organized its offices around the goals in the Strategic Plan. Below are brief
descriptions of the four offices responsible for implementing the Strategic Plan programmatic
goals. Following the descriptions is EAC’s organization chart.

Communications and Clearinghouse

The Communications and Clearinghouse division is responsible for external communications and
the tools and platforms used to provide information to election officials and the general public.
Areas of responsibility include:

EAC Website and Clearinghouse

Social media

Media inquires

External communications

Congressional relations

The Freedom of Information Act

National Archives and Records Act

Editorial support: press releases, speeches, and Congressional testimony

The agency’s website, www.eac.gov, is the primary communications tool. EAC.gov contains
thousands of documents and information about voting systems, press releases, informational
videos, research, data and program-related information. It also features on-demand webcasts and
related information from public meetings, hearings and roundtables.

EAC’s award-winning website features a user-driven notification system, allowing visitors to
customize how they receive information. Users can customize their online experience by signing
up for automatic e-mail alerts on a variety of election topics and events, including public
meetings, advisory board meetings, reports, policies and agency news. These alerts can be
received in real time on a daily or weekly basis.

Grants Management

The Grants Management Division:

e Provides technical assistance to the States on administering Federal funds;

e Awards and monitors discretionary grant programs including: Help America Vote
College Program, Help America Vote Mock Election Program, Military Heroes Initiative,
Voting System Pre-Election Logic and Accuracy Testing and Post-Election Audit
Initiative and Accessible VVoting Technology Initiative;

e Processes and disburses payments to States and discretionary grant recipients;

e Tracks the submission of and reviews the content of financial and performance reports
submitted by States and discretionary grant recipients;

e Reviews audit reports and works with fund recipients on recommendations to resolve
audit findings applicable to EAC programs;

e Reviews amended State Plan submissions; and


http://www.eac.gov/�
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e Drafts advisory opinions for Commission approval and issuance.

Research, Policy and Programs

The Research, Policy and Programs division:

e Conducts research on election administration topics as mandated by Congress and at the
discretion of the Commission;

e Administers the biennial Election Administration and VVoting Survey;

e Administers the National Mail VVoter Registration Form as prescribed by the National
Voter Registration Act of 1993 (NVRA), also known as “Motor Voter;

e Administers the Election Management Guidelines and Quick Start Guides Program to
help election officials promote secure, efficient, accurate, and accessible elections by
providing information on topics such as Ballot Design, Polling Place Management,
Voting Accessibility, Communicating with the Public, Contingency Planning, Managing
Change in an Election Office, Media and Public Relations, and Developing an Audit
Trail for the verification of votes;

e Manages the Language Accessibility Program to provide informational materials on the
Federal election process and glossaries of election terminology in languages English and
six other languages, translates the National Mail VVoter Registration Form into ten
languages other than English; and

e Provides materials to voters and election administration officials to facilitate their
successful participation in Federal elections such as registering to vote.

Research and reporting is mandated by HAV A on topics such as the impact of the National Voter
Registration Act of 1993 and on UOCAVA for military and overseas voters’ participation in
federal elections; the feasibility and advisability of establishing free absentee ballot return
postage; recounts and contests; the feasibility of alternative voting methods such as electronic
voting; the voting experiences of first-time voters who register to vote by mail; administering
elections in urban and rural areas; and the feasibility and advisability of identifying voters by
Social Security Number.

Voting System Testing and Certification

Under the Help America Vote Act, EAC accredits voting system test laboratories and certifies
voting equipment, marking the first time the Federal government has offered these services to the
States. Participation by States in the program is voluntary. Staff works with NIST to evaluate
and accredit voting system test laboratories and the management of the voting system
certification process.

The Testing and Certification (T&C) division:

e Assists States with voluntary certification of their systems;
e Supports local elections officials in the areas of acceptance testing and pre-election
system verification;
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e Promotes quality control in voting system manufacturing through the EAC quality
monitoring program;

e Provides procedures to the voting system manufacturers for the testing and certification
of voting systems to specified Federal standards consistent with the requirements of
HAVA Section 231.

EAC’s voting system certification program establishes accountability through its Quality
Monitoring Program which ensures, through various check points, that the voting systems used
in the field are the same systems EAC has certified. For instance, under the program, EAC has
the ability to conduct site visits to production facilities to determine whether systems produced
are consistent with those that have received EAC certification. In addition, EAC collects reports
from election officials regarding voting system anomalies. After reviewing the reports, EAC
disseminates the information to election officials. Furthermore, upon invitation or with
permission from election officials, the EAC conducts reviews of systems that are in use in the
field.

More information about EAC’s Voting System Certification and Testing Program is available in

EAC’s Frequently Asked Questions on eac.gov.

ELECTION ASSISTANCE COMMISSION
ORGANIZATION CHART
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1.B. PERFORMANCE GOALS, OBJECTIVES AND RESULTS

EAC formalized its planning, reporting and execution activities with its first five year Strategic
Plan 2009-2014. The plan was reviewed by the Office of Management and Budget, and
presented to EAC’s Board of Advisors and Standards Board for comment, as required by HAVA.
EAC adopted the Plan in March 20009.

How EAC Assesses Performance
EAC has five strategic goals:

1. Communicate timely and accurate information on the effective administration of
elections for Federal office and on the operations and services offered by EAC.

2. Deliver and manage Federal funds effectively.

3. Identify and develop information on areas of pressing concern regarding the
administration of elections for Federal office, issue recommended improvements,
guidance, translations, and best practices as required by HAVA, and carry out
responsibilities under the National VVoter Registration Act.

4. Build public confidence in elections by testing and certifying voting systems to
improve system security, operation, and accessibility.

5. Achieve organizational and management excellence.

The EAC Strategic Plan objectives listed below describe in general terms the results needed to
accomplish its Strategic Goals. Outcomes measure the effect program outputs have on their
stakeholders. Outputs are quantifiable targets that directly measure the results of a program. A
program may have multiple outputs but each output is associated with one program.
Performance measures are quantifiable, documentable, representations of a capacity, process or
outcome that is relevant to the assessment of performance.

Strategic Plan Goal 1. Communicate timely and accurate information on the effective
administration of elections for Federal office and on the operations and services offered by
EAC.

Outcome: The Congress, Federal agencies, State and local election officials and
the public receive reliable, accurate, and non-partisan information about
administering, conducting and participating in Federal elections and how,
where, and when Americans vote.

Goal 1’s aim of communication of timely and accurate information is the responsibility of the
Communications and Clearinghouse division.

Goal 1 FY 2012 Accomplishments

In Fiscal Year 2012, the Communications and Clearinghouse division focused its efforts on
providing information and best practices to election officials and voters in preparation for the
2012 federal election cycle. The goal was to build a community of knowledge and expertise that
would save election officials time and money as they faced the challenge of providing more
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services to voters with fewer resources and more budget constraints. EAC embraced the tenets
of Government 2.0 and established a robust network of information sharing for election officials
and professionals.

EAC.gov Resources

e The Election Official Exchange: an online resource built by EAC to help local election
officials connect and leverage their collective knowledge by sharing best practices and
knowledge. By participating in the Exchange, any U.S. election official can call on a
colleague for advice about virtually any administrative task they face, from testing voting
equipment and training poll workers to creating an audit trail and conducting a recount.

e Enhanced and improved search tool: based on usability studies and user feedback, EAC’s
search tool is an intuitive and user friendly way for the public to find information.

e Events finder: a comprehensive presentation of all EAC public events, including
meetings, hearings and roundtable discussions.

e Webcasts: public events are offered live. On demand webcasts are available within 24
hours. The meeting agenda accompanies the webcast, and the viewer can select topics of
interest. All meeting materials are also available to the public.

e Customized program updates: a listserv for EAC’s newsletter and automatic program
updates. Users are notified daily or weekly when new documents are posted based on
their delivery preferences.

Social Media and Stakeholder Updates

e The EAC Blog: allows EAC to provide periodic election updates and highlight program
activities. Weekly Election Updates summarize information on upcoming primaries,
special elections, and the general election in 2012. Weekly Voting System Testing
Updates track progress made on EAC system certification. Ongoing blog posts cover
election related topics to answer frequently asked questions and provide critical or time
sensitive information to stakeholders and the media.

e @EACgov on Twitter: another tool used to communicate with stakeholders and the
public on EAC activities and election information. The number of EAC Twitter
followers grew from 250 to over 900 from October, 2011 through September, 2012.

e #BReady2012: a Twitter hashtag hosted and created by EAC provides an online meeting
place for election officials and the public to gather and discuss preparation for the next
federal election.

e EAC maintains and emails a public list of election officials and has used the platform to
inform thousands of people about program activities. For example, EAC can rapidly
deliver information and updates about the voting system certification program across the
country. As requests are received from election officials, EAC continues to add more
links to state & local election social media sites.

Preparing for the 2012 Elections: The Roundtable Series of Public Discussions
In Fiscal Year 2012, EAC continued hosting a series of public roundtable discussions about

topics and initiatives in preparation for 2012 federal election cycle. Four roundtable discussions
were webcast live and featured a live Twitterfall. Questions and comments were taken from the
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public through the webcasts. Participants included election officials and subject experts who
provided real world solutions to the issues facing election officials and voters as we prepare for
the 2012 elections. EAC distributed press advisories to national media daybooks and contacts,
and to the home state/local media outlets representing roundtable participants

e 2012 Voting System Preparation (Nov. 17, 2011), a discussion on cost-effective
procedures and best practices for conducting voting system preparation activities. Topics
included ballot preparation, acceptance testing, and logic and accuracy testing.

e EAC Clearinghouse (March 20, 2012) roundtable to highlight and build on EAC’s role as
a national clearinghouse and resource for election officials around the country.
Participants shared ideas and strategies for improving the administration of elections in
the U.S.

e Getting Ready for November (June 19, 2012), a discussion on what to expect and how to
prepare for November and beyond. Participants shared ideas and strategies about voting
system preparation, ballot preparation, voter education, polling places, voter turnout,
provisional ballots and more.

e Veterans Voting This November (Sept 13, 2012), a roundtable where participants
discussed election operations, procedures and accessibility best practices for improving
access to voting for veterans with disabilities.

Strategic Plan Goal 2: Deliver and manage Federal funds effectively.
Outcome: States and other recipients promptly and accurately receive Federal
funds administered by EAC and use the funds appropriately to improve the
administration of elections for Federal office.

Goal 2 is administered by the Grants Management division and the Office of the Inspector
General.

Goal 2 FY 2012 Accomplishments

Section 251 Requirements Payments

Section 251 funds were included in the Election Reform Programs no-year appropriation.
Congress appropriated $115 million in FY 2008, $100 million in FY 2009 and $70 million in FY
2010. In FY 2012, EAC disbursed $575,000 from the FY 2008 appropriation, $500,000 from the
FY 2009 appropriation and $2,464,199 from the FY 2010 appropriation. EAC also paid
$435,808 from funds made available in FY 2011 that were previously undistributed requirements
payments or returned Section 102 funds. These funds were requested by the States by September
30, 2012. The funds are distributed according to a formula based on the voting age population of
the State per the last Census and the total voting age population of all States. In order to draw
the funds, the States certify that they are in compliance with applicable laws and requirements
per HAVA Section 253.
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A State may use requirements payments to carry out activities to improve the administration of
elections for Federal office outside of the activities listed under HAVA Title 111 if the State per
Section 251 certifies that the State has implemented the requirements of Title 111, or the amount
it will spend on other activities will not exceed an amount equal to the minimum payment
amount applicable to the State under section 252. Title Il includes voting system standards,
voting information requirements, provisional voting, statewide voter registration lists, and
identification requirements for voters who register by mail. States may also use requirements
payments to improve the administration of Federal elections.

To date, EAC has awarded 89 grants totaling $3.1 million to recruit and train college poll
workers since the College Program was established in 2004. In FY 2012, EAC closed the
College Poll Worker grants awarded in FY2009. EAC continued to monitor and work with the
2010 College Poll Worker grantees to help them carry out successful programs. The grants are
three-year awards.

Mock Election Program grants are authorized under HAV A Section 295. To date, EAC has
awarded grants totaling $998,820 to organizations under this program since the Mock Election
program was established in 2004. The grants allow students to become familiar with voting
processes and technologies so that when they become eligible to vote they will be more
comfortable with their civic duties. In FY 2012, EAC closed the Mock Election grants awarded
in FY 2009. EAC continued to monitor and work with the 2010 Mock Election Program
grantees to help them carry out successful programs. The 2010 grants are three-year awards.

The purpose of the Voting System Pre-Election Logic and Accuracy Testing & Post-Election
Audit Initiative is to develop and document processes and best practices for coordinating quality
and cost-effective: 1) voting system pre-election logic and accuracy testing (L&A), and 2) post-
election audits. Outcomes will include tool kits, guides, best practices, research findings and
recommendations that could be disseminated widely within the election community. In FY
2011, EAC awarded $1,463,074 to 12 award recipients. EAC did not award the remaining
$1,536,926 on no-year funded L&A grants in FY 2012 pending a quorum of the commissioners
to approve the Notice of Funding Availability.

The purpose of the Accessible Voting Technology Initiative is to support research and
development activities to increase the accessibility of new, existing, and emerging technological
solutions in areas such as assistive technologies, interoperability, and the design of voting
systems. Funding supports research for: 1) promising technologies and practices; 2) technology
testing and adoption; and 3) development of administrative processes and training improvements
to increase accessibility of existing voting procedures and election systems.

In FY 2011, EAC awarded $4,500,000 to Clemson University in Clemson, SC and $2,500,000 to
Information Technology and Innovation Foundation in Washington, DC for the initiative. In FY
2012, the projects focused on making pre-election information accessible to voters and using the
Prime 111 system in the field for elections.

Strategic Plan Goal 3: Identify and develop information on areas of pressing concern
regarding the administration of elections for Federal office and issue recommended
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improvements, guidance, translations, and best practices as required by HAVA, and carry
out responsibilities under the National VVoter Registration Act.

Outcome: As a result of this goal: 1) the election community and other key
stakeholders improve the administration of elections for Federal office on the
bases of pertinent, impartial, timely, and high-quality information,
recommendations, guides and other tools on election and voting issues and 2)
eligible citizens use the mail voter registration application to register to vote,
register with a political party, or report a change of name, address, or other
information.

Goal 3 is administered by the Research, Policy and Programs division.

Goal 3 FY 2012 Accomplishments

Research:

e Release of the results of the 2010 Election Administration and Voting Survey to
Congress and the general public. This included a data overview and summary, along
with a survey FAQ.

e Completed final draft of a study on the use of Social Security numbers for the purpose of
voter registration.

e Completed final draft of a study on VVote Recounts and Contests describing laws and
procedures in each state.

e Completed statement of work and awarded a contract to perform research on
administering elections in urban and rural areas.

e Completed the process for updating the 2012 Election Administration and Voting Survey
(EAVS).

e Completed a competitive procurement process and awarded a contract to administer and
analyze the data for the 2012 EAVS.

e Conducted research on new jurisdictions and languages covered by Section 203 of the
Voting Rights Act as determined by the 2010 census and considered its application to
various minority language election resources.

Policy:
In accordance with HAVA, EAC has responsibility to implement portions of the National VVoter
Registration Act of 1993 (NVRA) that relate to the form and content of the national mail voter
registration form and include submitting a biennial report to Congress on the impact of the
NVRA.
During FY 2012 :

e Staff received and processed State requests for modifications to the state-specific

instructions on the National Mail VVoter Registration Form from Delaware, Florida,
Illinois, Maine, Louisiana, Virginia and Washington State.
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Made a series of minor technical corrections to the NVRA form so that it was 508
Complaint in English and easy to complete (fillable) when downloaded from EAC’s
website.

Developed an interim procedure for processing state requests to modify their state-
specific instructions on the national mail voter registration form. The procedure was
approved by both the General Counsel and the Executive Director. The interim
procedure will be used by Staff to process such requests until a quorum is established on
the Commission.

Programs:

EAC program staff conducted a number of presentations and distributed material
highlighting its educational resources at conferences and workshops around the country.
For example, presentations in Washington, DC, San Diego and Boston highlighted key
best practices and tips gathered from EAC research on topics such as poll worker
recruitment and training, designing ballots, making contingency plans, ensuring voting
accessibility and communicating with the public.

In recognition of September as VVoter Registration month, EAC staff developed a guide
“Voting Tips To Enhance Your Voting Experience”. In an effort to enhance the
November voting experience, EAC distributed 30,000 of these voter’s guides to each of
the 55 State election offices.

Program staff assisted in planning and executing a June roundtable discussion on EAC’s
clearinghouse of educational resource materials and was a regular contributor to EAC
blog posts that offered helpful tips and best practices on effective election administration
procedures.

Throughout the year and, on a continual basis, RPP division staff respond to requests from state
and local election officials, Congress, the media and the public-at large for a range of materials
including:

Voter’s Guides to Elections;
Glossaries of Election Terms in various foreign languages;
NVRA registration forms and accompanying state instructions for completing the form.

Throughout the year RPP staff has also, on a continuing basis:

Clarified various data reported in the biennial EAC Election Administration and Voting
Survey;

Provided assistance regarding the completion of the Federal NVRA form;

Responded to requests to clarify certain technical aspects of election procedures and
processes, and;

Met with numerous foreign delegations in order to explain the American election process
and the role of the EAC.
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Strategic Plan Goal 4: Build public confidence in elections by testing and certifying
voting systems to improve system security, operation and accessibility.

Outcome: Voting equipment operates more reliably and securely and is more
accessible to the disabled. States use the EAC testing and certification program
to ensure voting systems meet standards.

Goal 4 is administered by the Voting System Testing and Certification (T&C) division.

Goal 4 FY 2012 Accomplishments

In FY 2012 in the area of voting system certification, EAC:

e Certified four voting systems;

e Drafted and published six Requests for Interpretation (RFIs) to VVSG;

e Drafted and published two Notices of Clarification to Testing & Certification Program
Manuals;

e Published a Final Formal Investigation Report on a voting system;

e Developed and implemented major updates to the EAC’s Virtual Review Tool (VRT).
EAC is currently rolling out the addition of the ECO Database to the VRT tool to track
engineering change orders for all EAC certified voting systems;

e Published the Certification Timeline for ES&S Unity 3.4.0.0 voting system;

e Conducted a Unisyn Manufacturer Facility audit of the manufacturing process;

e Observed the installation and acceptance testing of a voting system in Cuyahoga, Ohio;
and

e Observed the acceptance testing of a voting system in Arlington, Virginia.

There are currently four voting systems in active test campaigns.

In the area of VVoluntary Voting System Guidelines (VVSG) and Test Suites, in FY 2012, EAC
received a new revised version of VVSG 1.1 from NIST. EAC incorporated NIST comments
and new RFI’s into VVSG 1.1. EAC posted the second draft version of VVSG 1.1 for a 90 day
Public Comment period beginning September 6, 2012. Subsequent comments regarding the
comment period coinciding with the General election persuaded EAC to revise the Public
Comment period to 130 days.

Regarding laboratory accreditation in FY 2012, EAC performed a laboratory re-accreditation
audit; an EAC and NVLAP initial laboratory audit; and a lab re-accreditation audit.

Further, in FY 2012, EAC attended meetings with NASED; Election Center; EVN, technical
reviewers; manufacturers; Pennsylvania State Election Officials; the Technical Guidelines
Development Committee (TGDC); NIST;, a voting system manufacturer for the kick-off
overview meeting on a new system in Omaha, Nebraska; with election officials in Indianapolis,
Indiana on State Certification; and USENIX on voting technology.
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Finally, EAC published the Survey of Internet VVoting (SIVAR) document on the EAC web site.

Strategic Plan Goal 5 consists of one clear-cut objective: Implement a high performance
organization.

Goal 5 is administered by the Commissioners, the Standards Board, the Board of Advisors, the
Technical Guidelines Development Committee, Executive Director, Chief Operating Officer and
Chief Financial Officer with support from the Offices of the General Counsel and Administration.

Key Performance Measures
o  Implement 90 percent of the OIG audit
recommendations within agreed upon timeframes.

0  Meet annual performance measures.

Each quarter, EAC reports to the Chair and Ranking Member of the House Subcommittee on
Elections, Committee on House Administration on the status of 82 OIG audit recommendations
made as of March 2008. To date, only three of the 82 recommendations remain open. Two of
the open recommendations require a quorum of the Commission for final resolution.

On the performance measure regarding meeting annual performance measures, management is
working to foster a culture of accountability among staff. The agency was successful in
improving staff satisfaction ratings on the 2011 annual employee survey. Agency directors
responsible for implementation of the EAC Strategic Plan goals report on their division metrics
in the Agency Financial Report in November, the Annual Performance Report along with the
Congressional Budget Justification in February, and on planned metrics in the OMB Budget
Justification each September.

EAC financial staff complete assessable unit risk assessment questionnaires and individual
letters of assurance, and the Chief Operating Officer provides a letter of assurance. The letters of
assurance are rolled into the CFO’s Annual Statement of Assurance.

EAC will continue to focus on resolution of issues identified in audits, setting up sound systems
and policies and procedures, working with managers on the relationship between budget and
performance, maximizing use of staff and financial resources, and training EAC staff on
financial management processes and their responsibilities.

Performance Data Collection and Validation

Managing for results and producing an Annual Performance Plan requires valid, reliable and
high-quality performance measures and data. EAC is committed to the continuous improvement
of its performance and financial management data. To this end, EAC verifies mandatory source
documentation, and documentation of calculation methodology for performance indicators to
provide reasonable assurance that the reported programmatic performance data is relevant and
reliable.
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Summary Performance Information

By program, summary performance information for FY 2012 is as follows:

Communications & Clearinghouse -

Maintained The Election Official Exchange;

Offered a series of public roundtable discussions 2012 Voting System Preparation; EAC
Clearinghouse; Getting Ready for November; and Veterans VVoting This November;
Provided Customized program updates so the public can customize the kind of
information and the frequency that it is delivered via EAC’s newsletter and automatic
program updates; and

Expanded The EAC Blog, @EACgov on Twitter, and #BReady2012.

Grants Management —

Disbursed requirements payment grants for States certifying compliance from funds
obligated in FY's 2008-2011;

Closed the College Poll Worker and the Mock Election grants awarded in FY 2009;
Continued to monitor and provide technical assistance to 2010 College Poll Worker,
2010 Mock Election Program, VVoting System Pre-Election Logic and Accuracy Testing
& Post-Election Audit Initiative, and Accessible VVoting Technology Initiative grantees to
help them carry out successful programs. the latter projects focused on making pre-
election information accessible to voters and using a specialized system in the field for
elections.

Research, Policy and Programs —

Released the results of the 2010 Election Administration and Voting Survey (EAVS) to
Congress and the public, and completed the process for updating the 2012 EAVS;
Completed final drafts of studies on the use of Social Security numbers for the purpose of
voter registration, and on VVote Recounts and Contests describing laws and procedures in
each state;

Awarded contracts to perform research on administering elections in urban and rural
areas, and to administer and analyze the data for the 2012 EAVS;

Researched the new jurisdictions and languages covered by Section 203 of the Voting
Rights Act as determined by the 2010 census and analyzed its application to various
minority language election resources;

Processed State requests for modifications to the state-specific instructions on the
National Mail VVoter Registration Form; and

Developed and distributed 30,000 copies of “Voting Tips To Enhance Your Voting
Experience” to the 55 State election offices.
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Voting Systems Testing and Certification —

e Certified four voting systems and published a certification timeline for a fifth system, and
conducted testing campaigns for four systems;

e Published six Requests for Interpretation (RFIs) to the Voluntary Voting System
Guidelines (VVSG); two Notices of Clarification to Testing & Certification Program
Manuals; a Final Formal Investigation Report on a voting system; and the Survey of
Internet VVoting (SIVAR) document;

e Developed and implemented major updates to EAC’s Virtual Review Tool (VRT);

e Performed audits of a voting system manufacturing facility, two labs for re-accreditation,
and an EAC and NVLAP initial laboratory audit; and

e Received a revised version of VVSG 1.1 from NIST, incorporated NIST comments and
new RFI’s into the guidelines, and posted the second draft version for Public Comment.

Program Performance Indicators

The following table presents key EAC FY 2012 program performance data. As much detailed
performance information as possible will be presented, and variances discussed, in the FY 2012
Annual Performance Report due February 15, 2013 along with the FY 2014 Congressional
Justification.

EAC FY 2012 Performance Summary
Type of

Program Performance Indicator Indicator Planned
Strategic Goal 1: Communicate

In Final Draft (quorum

Issue Clearinghouse policy Output Final required for final approval)
Issue Policies/Procedures to process requests from
outside EAC Output Final In Final Draft

Strategic Goal 2: Fund and Oversee

L&A round two pending

Award grants within established timeframes Output 100% quorum
Resolve 100 percent of audit findings within No overdue management
established time frames. Output 100% decisions as of 9/30/12
Submit requests for

Negotiate indirect cost rates within 30 days of receipt negotiation to HHS upon
of acceptable indirect cost proposals Output 100% receipt

Strategic Goal 3: Study, Guide, Assist
Issue reports to Congress by statutory deadlines Output 3 3
Disseminate all completed research project reports to
stakeholders Output 100% 100%

Strategic Goal 4: Test and Certify

Produce updates to the VVSG in Fiscal years 2010
and 2013 Output VVSG Version 1.1 updated
Conduct at least one review of a manufacturing
facility of a registered manufacturer at least once
every 4 years. Output 1 1
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Plan to conduct field reviews for at least 50 percent of
jurisdictions that volunteer for reviews Output 50% 100%

Portfolio Analysis

Since 2004, EAC has received funds in three appropriations: Salaries and Expenses, Election
Reform Programs, and for FY 2008 only, Election Data Collection Grants. The purpose of the
Data Collection grants of $2.0 million each to five States was to measure the costs of improving
the collection of election data at the precinct level during the 2008 Federal election. In FY 2012,
the Salaries and Expenses appropriation of $11.5 million funded a $2.75 million transfer to
NIST, staff salaries and benefits, travel, rent and telecommunications, printing, contracts,
supplies and equipment.

1.C. FINANCIAL RESULTS

This analysis is intended to help readers understand EAC’s financial results, position and
condition as portrayed in the financial statements and notes to the statements. It explains
changes in assets, liabilities, costs, revenues, obligations, and outlays; includes comparisons of
FY 2012 to FY 2011; and discusses the relevance of balances and amounts in the financial
statements and notes. The changes are discussed in the context of whether the year’s activities
improved or deteriorated the agency’s financial position.

Budgetary Resources

Budgetary resources (Obligations Incurred, apportioned unobligated balances, and unobligated
balances not available) are the amounts available to enter into new obligations and to liquidate
them. The majority of EAC’s available budgetary resources are for Requirements Payments in
the Election Reform Program appropriation. Budgetary resources include new Budget Authority
from appropriations and unobligated balances of Budget Authority provided in previous years in
the no year Election Reform Program account.

For FY 2012, the available budgetary resources were $20.8 million, down from $32.3 million in
FY 2011. In FY 2012, EAC’s appropriations totaled $11.5 million, for salaries and expenses,
down from $16.3 million appropriated in FY 2011.

In FY 2008, EAC recorded $50.7 million of unspent HAVA Section 102 payments paid to the
States in FY 2003 and FY 2004. These funds were originally disbursed by the General Services
Administration (GSA) acting as Administrator. Any funds remaining unspent as of November 1,
2011, have returned or are in the process of being returned to EAC to be disbursed as HAVA
Section 251 payments.

Obligations Incurred decreased from $19.8 million in FY 2011 to $9,153,251 in FY 2012
primarily as a result of the disbursement of FYs 2008-2011 Requirements Payments and the
reduction in the annual appropriation. Unobligated Balance — Apportioned decreased from $5.6
million in FY 2011 to $3.2 million in FY 2012.
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Financial Position
Assets

EAC had $40.1 million in total assets (Fund Balance with Treasury, Advances and Prepayments,
and Other Assets) as of September 30, 2012, down from $47.9 million in FY 2011. This is
decrease is largely the result of disbursements of Requirements Payments from FYs 2008-2011.

Liabilities

EAC had total liabilities (accounts payables, accrued payroll and benefits, and unfunded leave)
of $2.2 million as of September 30, 2011 and September 30, 2012. As of September 30, 2012,
all Requirements Payments due had been disbursed and no accrual was recorded.

Net Position

Net position (Unexpended Appropriations and Cumulative Results of Operations) decreased in
FY 2012 to $37.9 million from $45.7 million in FY 2011. Unexpended Appropriations
decreased primarily due to expenditure of Requirements Payments.

Results of Operations

EAC, as presented in its Statement of Net Costs, reports its results of operations within four
programs: Communications and Clearinghouse, Fund and Oversee, Research, Policy and
Programs, and Testing and Certification. Costs specifically identified with each of these
programs such as assigned personnel costs and specific program contract costs are allocated to
the program directly. The Fund and Oversee program reports the expenditures for the
Requirements Payments and the other EAC grants. In years in which EAC receives significant
appropriation for these HAVA funds, this program, Fund and Oversee, typically exceeds the
other programs in overall costs. Other general agency overhead costs such as rent, human
resource costs and financial management costs are allocated on a per employee basis. This
methodology is outlined in EAC’s Cost Allocation Model and is reviewed by the financial
statement auditors each year to ensure the accurate allocation of expenses to each program.

Total Net Cost of Operations (expenses in the salaries and expenses, and grant appropriations)
for the EAC was $14.0 million for Fiscal Year 2012.

Limitations of the Financial Statements

The principal financial statements have been prepared to report the financial position and results
of operations of the entity, pursuant to the requirements of 31 U.S.C. 3515(b). While the
statements have been prepared from the books and records of the entity in accordance with
Generally Accepted Accounting Principles (GAAP) for Federal entities and the formats
prescribed by the Office of Management and Budget, the statements are in addition to the
financial reports that are used to monitor and control budgetary resources, which are prepared
from the same books and records.
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The statements should be read with the realization that they are for a component of the U.S.
Government, a sovereign entity.

1.D. ANALYSIS OF CONTROLS, MANAGEMENT SYSTEMS, AND LEGAL
COMPLIANCE

Internal Control Environment

EAC is subject to numerous legislative and regulatory requirements that promote and support
effective internal controls. EAC believes that maintaining integrity and accountability in its
programs and operations is critical for good government, demonstrates responsible stewardship
over assets and resources, helps ensure high-quality and responsible leadership, allows for
effective delivery of services to customers, and maximizes desired program outcomes.

EAC has developed and implemented management, administrative and financial system controls
that with the aim of ensuring: 1) programs and operations achieve intended results efficiently and
effectively; 2) resources are used in accordance with the mission of the agency; 3) programs and
resources are protected from waste, fraud and abuse; 4) program and operations activities are in
compliance with laws and regulations; and 5) reliable, complete and timely data are maintained
and used for decision-making.

The agency can provided limited assurance that internal controls over financial reporting to
ensure that transactions are: executed in accordance with budgetary and financial laws and other
requirements, consistent with the purposes authorized, and recorded in accordance with Federal
accounting standards. EAC ensures that assets are properly acquired and used, safeguarded to
deter theft, accidental loss or unauthorized disposition, and fraud.

Laws that help EAC improve the management of its financial operations and programs are as
follows:

Federal Manager’s Financial Integrity Act

The Federal Manager’s Financial Integrity Act (FMFIA) of 1982 requires Executive Branch
agencies to establish, maintain, and assess internal controls to ensure that agency program and
financial operations are performed effectively and efficiently. To help ensure that controls have
been identified and implemented, the heads of agencies must annually evaluate and report on the
effectiveness of the internal control (FMFIA Section 2) and financial management systems
(FMFIA Section 4) that protect the integrity of Federal programs.

During FY 2008, the EAC evaluation was limited to identifying weaknesses disclosed in reports
issued by the General Accountability Office and by the EAC Office of the Inspector General,
including the weaknesses identified through the year’s financial statement audit. During FY
2009, EAC began the process of designing, implementing, and assessing internal controls in full
compliance with Office of Management and Budget Circular A-123, Management’s
Responsibility for Internal Control, and FFMIA. A-123 requires the managers of Federal
agencies to take responsibility for assessing internal controls over financial reporting. EAC
contracted for independent review of the key business processes impacting financial operations
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and the financial statements, and business processes with no material impact on the financial
statements but which have some potential for risk or exposure for the agency.

Since FY 2009, EAC has incorporated the results of self-assessments of financial management
internal controls to further demonstrate evaluation of internal controls.

A material weakness was identified by management beginning in FY 2008 concerning EAC’s
lack of effective written policies and procedures. EAC plans on finalizing records management
procedures in FY 2013. EAC plans on adopting Communications and Clearinghouse Policy and
National VVoter Registration Act revised rules once a quorum is in place.

EAC is working with the new financial services provider to ensure internal controls over
financial reporting are strong.

Entity-Wide Security Program

EAC recognizes that effective security management is critical to EAC’s mission. The ability to
ensure confidentiality, integrity, and availability of its information assets is essential to
minimizing risks of inadvertent or deliberate misuse, fraud or destruction.

During FY 2012, EAC continued work on an information technology (IT) modernization project
that began in FY 2011to enhance the agency’s network infrastructure. As part of the agency’s
effort to improve IT services, EAC replaced aging laptop workstations with high-performance
desktop workstations as well as finished upgrading to Microsoft Office 2007 from Office 2003.
The agency migrated from LOTUS Notes email messaging to Microsoft Exchange server 2010
with Outlook 2007 as email client and enabled secured online email access for users to manage
their emails when teleworking. EAC upgraded servers from Windows 2003 to Windows 2008,
and Windows XP workstations to Windows 7.

EAC implemented a self-contained system recovery backup solution at the main office as well as
at the Continuity of Operations (COOP) site to protect mission-critical data against system
downtime and for disaster recovery purposes. To ensure internal security, EAC applied
additional access controls including an intrusion detection appliance.

Further, EAC finished work to upgrade of the telephone system to a menu-driven interactive
voice response (IVR) system. The main switch number uses a telephone menu to direct callers
to offices and provides voter contact information for State voter information lines during
elections. To improve internal and external communication, EAC completed work on unified
messaging with a VVoice Over IP (VOIP) phone system that allows users to access voicemail via
email, a custom auto-attendant, call forwarding and audio conferencing at anytime from any
location.

The FY 2012 Federal Information Security Management Act (FISMA) evaluation report found
that EAC was in substantial compliance with FISMA requirements. Specifically, it was noted
that EAC had established sufficient policies and procedures relating to its IT security program to
address identified risks; implemented actions to address prior concerns relating to meeting
Privacy Act requirements; established a continuous monitoring program that substantially
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addressed all NIST requirements (using Asset management and IT service desk utilities);
provided annual security awareness training and specialized training to its IT specialists;
developed and tested a contingency plan; and had established required access controls sufficient
to meet identified risks.

A recommendation that was made in the report to strengthen the control over servers and
perform expanded vulnerability scans. The recommendation was implemented during the course
of the audit. The table below summarizes EAC’s level of compliance in the FY 2012 FISMA
evaluation. There were no findings of “not in substantial compliance.” There were no
deficiencies for a beginning balance, and no deficiencies were identified in FY 2012.

Audit Follow-Up

EAC’s Office of Inspector General (OI1G) conducts audits and reviews of the agency’s
operations. The Office of the Chief Financial Officer (OCFO) works closely with EAC
management and the OIG to complete actions necessary to respond to audit findings. OCFO
tracks the completion of the audit recommendations in a Quarterly Audit Recommendation
Tracking Report. The report is carefully reviewed by EAC and is submitted each month to
Congressional Oversight staff. As of September 30, 2012, EAC has three open findings to
resolve. EAC made improvements in all Agency management challenges. EAC also considers
and responds to recommendations from audits and reviews conducted by the Government
Accountability Office.

Federal Financial Management Improvement Act

Per OMB Bulletin No. 07-04 “Audit Requirements for Federal Financial Statements,” EAC as an
Accountability of Tax Dollars Act of 2002-covered agency, is not subject to the requirements of
the Federal Financial Management Improvement Act.

Accountability of Tax Dollars Act of 2002

The Fiscal Year 2012 financial statement audit report identified material weaknesses in internal
control over financial reporting.

Federal Information Security Management Act

EAC was in compliance with the Federal Information Security Management Act at the end of FY
2012.

Inspector General Act Amendments of 1988

The EAC Office of the IG audits HAVA funds administered by recipients of HAVA grants and
transmits to EAC single audit reports that present findings on HAVA funds. The principal
recipients of HAVA grant funds are State governments. In FY 2012, EAC resolved audit reports
issued by the IG for Alabama, Utah, Pennsylvania, Illinois, New Jersey, Kansas, Texas, Arizona,

20



Election Assistance Commission

and Nevada. In FY 2012, EAC also resolved Single Audit Act findings for West Virginia,
Virginia, Bullitt County and Parke County.
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U.S. ELECTION ASSISTANCE COMMISSION
1201 New York Ave. NW — Suite 300
Washington, DC 20005

November 15, 2012
Annual Assurance Statement on Internal Control

The management of the Election Assistance Commission (EAC) is responsible for establishing
and maintaining effective internal control and financial management systems that meet the
objectives of the Federal Managers’ Financial Integrity Act (FMFIA) and Office of Management
and Budget (OMB) Circular A-123 Management’s Responsibility for Internal Control. Internal
control is an integral component of EAC’s management that provides reasonable assurance the
following objectives are being achieved: effectiveness and efficiency of operations, reliability of
financial reporting, and compliance with applicable laws and regulations.

EAC’s assessment of internal controls for ensuring the effectiveness and efficiency of operations
focused on assessing controls for ensuring the reliability of information associated with the
performance measures presented in its strategic plan, and on self-assessments in the Office of the
Chief Financial Officer (OCFO). With respect to assessing internal control designed to ensure
the reliability of financial reporting, EAC is not required by OMB Circular A-123 to perform a
separate assessment. EAC relied upon the evaluation of internal controls over financial reporting
conducted by its independent auditors, on reports issued by the Inspector General, and on OCFO
departmental risk assessments and letters of assurance over the accounting, budget, grants,
procurement and overall OCFO functions. With respect to internal controls to ensure
compliance with laws and regulations, the EAC relied upon the evaluation conducted by its
independent auditors and the Inspector General.

In FY 2012, EAC worked to resolve one material weakness in the effectiveness of its internal
control over operations: lack of effective written policies and procedures in the areas of Human
Resources, Communications and Clearinghouse, and National VVoter Registration Act
regulations. EAC finalized Human Resources procedures as of this writing, and will work in FY
2013 to finalize the remaining policies and procedures once there is a quorum of Commissioners.

The auditor’s report presented in the Agency Financial Report identifies two material
weaknesses in internal control over financial reporting and concludes that a disclaimer of opinion
on the statements was required. Due to material weaknesses in internal controls over financial
management reporting, the Commission provides a qualified statement of assurance that the
internal control and financial management systems meet the objectives of the Federal Managers’
Financial Integrity Act. We expect to address the report recommendations in time to obtain an
unqualified opinion for FY 2013 as we did initially in FY 2009.
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Alice P. Miller
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SECTION II

Financial Section

I1.A. MESSAGE FROM THE CHIEF FINANCIAL OFFICER

EAC’s financial statements for FY 2012 are an integral component of the Agency Financial
Report (AFR). This is the fifth year in its nine year operational existence that EAC has prepared
financial statements and submitted them for audit. This is the fourth year EAC is presenting an
AFR in place of the Performance and Accountability Report. EAC presents summarized
performance data in this report, and will provide detailed data in February 2013 in conjunction
with the Fiscal Year (FY) 2014 Congressional Justification.

For FYs 2009 through 2011, EAC had unqualified audited financial statement opinions. From
April 2009 through late September 2011, EAC had a full-time staff accountant. However, as you
will see in the independent auditor’s report and the agency’s response, the auditors were unable
to opine on the FY 2012 financial statements. This was due primarily to transfer of financial
services from one federal agency to another late in the fiscal year and running out of time to
complete the conversion before end-of-year financial statements were due. Had the transfer of
data between the providers been timely, the internal controls used by the providers been
compatible, and the new provider not been upgrading its financial system at the time we
transferred, we believe that the audit opinion for FY 2012 would have been unqualified.

During FY 2012, EAC was in a position where we had to take the risk of changing financial
services to another federal agency as a condition for obtaining procurement services via
memorandum of understanding with another federal agency. EAC’s former procurement
services provider was no longer able to provide support due to staffing constraints, and no other
agency contacted was able to provide established procurement services for the same reason. The
decisions to outsource procurement services and not hire a full-time staff accountant were made:
1) to increase efficiency by tapping into administrative services provided by other agencies; 2) in
response to long-standing criticism that EAC has too many administrative staff at the expense of
program staff; and 3) to potential elimination or dismantling of the agency and proposed large
cuts to the agency’s operations budget.

Efficiency increased in FY 2012 with automation of travel, procurement and purchase card
systems for the first time, but it became apparent that even though EAC is a micro-agency, a full-
time staff accountant with knowledge of agency programs and operations is critical to our
success. We will hire a full-time accountant and develop an action plan to address audit findings
and restore our internal controls to the level we operated under when we had a full-time staff
accountant. The action plan will include detailed procedures and training related to advances,
accruals, and accounts receivable; and a review of accounting treatment for FY 2012 financial
entries. We expect that issues described in the auditors’ report will be resolved quickly.

Q. S gy
Annette Lafferty
November 15, 2012
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11.B. INSPECTOR GENERAL’S ASSESSMENT

U.S. ELECTION ASSISTANCE COMMISSION
OFFICE OF INSPECTOR GENERAL
1201 New York Ave. NW - Suite 300
Washington, DC 20005

November 14, 2012

To: Ms. Alice Miller,
Acting Executive Director

. i
From:  Curtis W, Crider Unfie & Golow

Inspector General, U.S. Election Assistance Commission

Subject:  Audit of the U.S. Election Assistance Commission’s Fiscal Year 2012
and 2011 Financial Statements.

This memorandum transmits Leon Snead & Co P.C.’s financial statement audit
report of the U.S. Election Assistance Commission (EAC) for Fiscal Years 2012
and 2011.

Results of Independent Audit

The Chief Financial Officer’s (CFO) Act of 1990 (P.L. 101-576), as amended.
requires the EAC Inspector General or an independent external auditor, as
determined by the Inspector General. to audit EAC’s financial statements. Under a
contract monitored by the Office of Inspector General (OIG), Leon Snead & Co.
P.C., an independent public accounting firm, performed an audit of EAC’s Fiscal
Years 2012 and 2011 financial statements. The contract required that the audit be
performed in accordance with the Government Auditing Standards issued by the
Comptroller General of the United States. and Bulletin 07-04, Audir Requirements
of Federal Financial Statements, as amended, issued by the United States Office of
Management and Budget (OMB).

Leon Snead & Co. P.C. (LSC) issued a disclaimer of opinion 