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FOREWORD

; ; elcome to the Spring/Summer 2008 issue of the Journal of Public Inquiry. With almost eight

years of experience as an Inspector General, one of the most valuable resources available to me is the
knowledge and experience of those who have been actively engaged in issues which are important to
our oversight community. The goal of the Journal is to provide a forum for sharing that knowledge and
experience, and I believe this issue goes a long way in furthering that goal.

When I meet with other members of our oversight community, I usually come away with some new
perspective or idea that I am able to apply to my own circumstances to help me be a more effective and
efficient leader. Hopefully, I in turn am able to provide others with similar examples that help them.
That is why the Journal is such a valuable tool, because it allows us to share timely, relevant examples of
our best practices and lessons learned.

Two articles featured in this edition of the Journal that caught my attention were “Fraud, Mortgage-
Backed Securities and Ginnie Mae” by Inspector General Ken Donohue of the Department of Housing
and Urban Development, and “Oversight of a Major Procurement Program: Multiple Awards Schedule,”
written by Inspector General Brian D. Miller of the General Services Administration and Assistant
Inspector General for Audits Andrew Patchan, Jr. Both are certainly timely and relevant with respect to
issues currently facing the oversight community.

Inspector General Richard L. Skinner of the Department of Homeland Security provided a thought
provoking article titled, “Knowing What We Know Now, Was the Creation of the Department of
Homeland Security a Good Idea?”

Other articles address topics such as acquisition integrity; financial and programmatic accountability;
and a look back at a long and storied career in the Inspector General community. We are also excited to
present to you Georgetown capstone papers, which take a close look at efforts to retain a quality audit
workforce as well as the mobility challenges of the Naval Criminal Investigative Service.

Sharing knowledge through articles such as these helps us transform our experiences from mere
“events” to viable and valuable attributes. Or as author Aldous Huxley put it, “Experience is not what
happens to you; it’s what you do with what happens to you.”

Finally, I would like to thank all of our authors for their submissions to the journal. It is truly a
difhicult task, each and every issue for our editorial team to decide which articles will be selected for
publication. For those who have been selected, your efforts have not only enabled the IG community
to share valuable ideas and information, but also have made our work more transparent to the American
people we serve.

Qa lder'S] X?M

Gordon S. Heddell

Acting Inspector General
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The Honorable Robert W.

Cobb

“From the perspective

of the OIG, agency
cooperation with law
enforcement was ad hoc,
and the OIG sometimes
had difficulty getting
agency officials to address

or redress harm.”

ﬂ t the National Aeronautics

and Space Administration
there has long existed an over-abid-
ing faith that contractors and oth-
ers who receive taxpayer money will
execute their obligations faithfully,
with integrity, and in NASA’s best
interest.

While NASA has focused on tech-
nical execution, fraud has not been a
primary concern for many NASA em-
ployees — it is perceived to be entirely
within the province of the Office of
Inspector General and the Depart-
ment of Justice.

From the perspective of the OIG,
agency cooperation with law enforce-
ment was ad hoc, and the OIG some-
times had difficulty getting agency
officials to address or redress harm.
NASA’s suspension and debarment
program was moribund. In a few
isolated cases, actions of agency of-
ficials undermined enforcement ac-
tions against fraud. Coordination
between the OIG and the agency on
fraud matters had traditionally been
so undeveloped that when the NASA
OIG, working with the DOJ to re-
solve legal actions against contractors,
received checks payable to NASA,
the NASA OIG faced the challenge
of finding the person at NASA who
could properly process the checks.

On December 20, 2005, in response

to a request for the OIG to identify
contract trouble areas at NASA, the
Chairman of the Senate Appropria-
tions Committee was notified and
informed that NASA must establish
an internal control system for ensur-
ing integrity in acquisition activities.
This suggestion, in combination with
some other developments at NASA,
led to the establishment of the NASA
Acquisition Integrity Program by the
end of 2006.

The NASA AIP seeks to ensure
that transparency, accountability, and
integrity remain paramount touch-
stones in all aspects of the NASA ac-
quisition process. The AIP is a col-
laborative effort among the Offices
of Inspector General, the Chief Fi-
nancial Officer, the General Counsel,
and the NASA Associate Administra-
tor for Procurement, with permanent
staffing and operational responsibili-
ties housed in the NASA Office of
the General Counsel. The central
mission of the AIP is to expedite the
execution of NASA’s mission by ag-
gressively combating fraud, waste,
and abuse on NASA contracts, fund-
ing instruments, and other commit-
ments of NASA resources. The AIP
seeks to minimize fraud, maximize
remedies that return funds to agency
accounts, identify irresponsible con-
tractors for suspension or debarment,
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and improve the understanding of
fraud risk and the effectiveness of risk
mitigation through awareness train-
ing and a lessons-learned database.
Ensuring that all NASA employees,
particularly those involved in the ac-
quisition process, fully understand
their personal responsibility of stew-
ardship with taxpayer funds is critical
to the success of the AIP.

NASA’s mission is to pioneer the
future in space exploration, scientific
discovery, and aeronautics research.
NASA is executing this by flying the
Space Shuttle; completing the Inter-
national Space Station; developing a
balanced program of science, explora-
tion, and aeronautics; and developing
new spacecraft for future space explo-
ration. Its annual budget is approxi-
mately 17.5 billion dollars.

NASA relies heavily on contractors
to execute its mission. Just under 90
percent of NASA’s budget is spent on
securing goods and services from non-
governmental entities. The great suc-
cesses and familiar names of NASA’s
programs and projects—the X 15
program, Mercury, Gemini, Apollo,
Skylab, Viking, Voyager, Hubble,
Landsat, Telstar, Space Shuttle, the
Mars Rovers Spirit and Opportunity,
today’s Mars Phoenix Lander and doz-
ens of others—are the result of NASA
civil service employees working with
others from the aerospace commu-
nity. That community comprises not
only America’s most established aero-
space companies, but also thousands
of other companies, universities, indi-
viduals, and foreign governments act-
ing as prime contractors, subcontrac-
tors, suppliers, partners, or grantees.
NASA coordinates these joint efforts
through arrangements as varied and
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unique as the vehicles and projects
being developed. Goods and services
are acquired and relationships estab-
lished through government contracts,
grants, cooperative agreements, and
Space Act Agreements.

The vast majority of the individu-
als and entities receiving government
funds carry out their obligations in
good faith and in appropriate pur-
suit of the objectives of the acquisi-
tion or grant activity. Of course, in
a small percentage of instances, there
are those who abuse the trust placed
in them. The OIG’s work in audits
and investigations has identified a
wide array of fraudulent schemes that
ultimately resulted in the perpetra-
tors being brought to justice. Mil-
lions of dollars have been recovered
for NASA as the result of criminal
prosecutions and civil cases based on
the False Claims Act and other stat-
utes. In addition to monetary loss,
the threats to NASA are particularly
conspicuous with respect to NASA’s
space exploration, science, and aero-
nautics missions: the incorporation of
non-complying aerospace parts into
NASA vehicles and false certifications
of testing or safety inspections of such
vehicles could cause catastrophic fail-
ure of missions and loss of life. While
aggressive investigation and prosecu-
tion of false claims create their own
deterrent to fraud, waste, and abuse,
these tools are reactive and do not
constitute a framework for prevent-

ing fraud.

THE DEVELOPMENT OF THE
ACQUISITION INTEGRITY
PROGRAM

Soon after the OIG sent Congress
the letter concerning contract trou-

ble areas, recommendations were
made to senior NASA management
to treat contract management as a
material weakness in NASA’s inter-
nal controls. Recognizing the OIG
work in the area and the fact that the
Government Accountability Office’s
high-risk list had included the con-
tract management function at NASA
since 1990, NASA management was
receptive to the OIG recommenda-
tion. Specifically, the OIG suggested
establishing a procurement integrity
program so that NASA could system-
atically address the issue of fraud and
fraud remedy coordination. The OIG
noted in February 2006 that NASA
did not have a procurement integrity
program and that “responsibility for
integrity in contracting is fragment-
ed, with no clear lines of authority or
responsibility for assuring integrity in
NASA contracting.” The OIG also
stated that “NASA should have an
internal control framework designed
to assure integrity in government
contracts, to promote competition in
contracting, and to vigorously address
wrongdoing by contractors through
coordinated activities” with the OIG
and the NASA Office of the General
Counsel, the Office of Procurement,
the Centers, and the program offices.
The OIG noted that Title 10, Unit-
ed States Code, Section 2307 (10
U.S.C. § 2307) discusses the estab-
lishment of remedy coordination of-
ficials within the Department of De-
fense and NASA and that NASA had
not formally established such a posi-
tion. A remedy coordination official
is defined in 10 U.S.C. § 2307(i)(10)
as a “person or entity in that agency
who coordinates within that agency
the administration of criminal, civil,



administrative, and contractual rem-
edies resulting from investigations of
fraud or corruption related to pro-
curement activities.”

Certain developments within
NASA were conducive to the de-
velopment of the AIP. First was the
establishment of a governance struc-
ture that emphasized the responsibil-
ity of NASA’s 10 Center Directors
(at Kennedy Space Center, Johnson
Space Center, Goddard Space Flight
Center, et cetera) for program execu-
tion and required direct reporting to
the Administrator, as opposed to the
prior structure in which Center Di-
rectors reported to a Mission Direc-
torate Associate Administrator. A
second development was the focus
on fraud in the Office of the General
Counsel, including the designation
of a senior attorney as the agency’s
remedy coordination official and the
establishment of a network of “fraud
counsels” throughout the agency.
This focus on fraud greatly facilitated
the resolution of OIG investigations,
such as the investigation into alleged
fraud with regard to launch contracts
by the Boeing Corporation. In June
of 2006, NASA recovered $106.7
million as part of a $615 million gov-
ernment settlement with Boeing,.

Critical to the establishment of
the AIP as an effective internal con-
trol system was the commitment of
NASA’s senior leadership. The Depu-
ty Administrator, as the Chief Acqui-
sition Officer, embraced the AIP and
She
issued key announcements that for-
mally established the program in late
2006 and took over the role of Chief
Suspension and Debarment Official

for NASA. The establishment of

became its visible champion.

4

the AIP led to a comprehensive look
at how the agency deals with false
claims, qui tam cases, debarment and
suspension, remedies coordination,
and contractor responsibility. With
the Deputy Administrator’s imprima-
tur on the new program, the directors
at NASA’s geographically dispersed
centers committed to the program
and its introduction at their centers.

AIP ORGANIZATION

The AIP was not just a new added
layer of responsibility for procure-
ment officials but also a separate pro-
gram to have responsibility and ac-
countability for ensuring that NASA
accounts for fraud and fraud threats.
Fraud is a business risk that has to be
managed like other risks to agency
programs.

The AIP has an office with dedi-
cated staff to execute its mission. The
AIP, under the Office of the General
Counsel, has five staff members, in-
cluding three attorneys: one who acts
as Director and two with responsi-
bilities divided based on geography
(east and west). The AIP Director
is the agency’s remedy coordination
official.

In addition to the full-time staff,
attorneys from each of the 10 NASA
Centers support the AIP. The Mis-
sion Support Offices at NASA, such
as the Office of the Chief Financial
Ofhicer, the Office of Procurement,
and the Office of the Chief Informa-
tion Officer, have points of contact
with the AIP. As the new paradigm
for contractor responsibility is not
just a function of agency attorneys,
procurement, and fiscal officials, it is
intended that each of NASA’s Mission

Directorates—Aeronautics Research,

Exploration Systems, Science, and
Space Operations—will have its own
point of contact with the AIP. From
the top down, a robust and dedicated
network for addressing fraud-related
matters is being established within the
agency. This network is providing as-
surance that fraud-related matters are
addressed consistently and appropri-
ately, with agency-wide institutional
considerations being taken into ac-
count, as well as local and program-
matic considerations.

AIP TRAINING
ARCHITECTURE

The AIP recognizes that the core of
an internal control system focused on
fraud reduction is the development
of systematic understanding and sen-
sitivity to the fraud threat by all in-
volved in the contracting process. As
so much of the NASA budget flows
out to contractors, the AIP is com-
mitted to ensuring that all NASA em-
ployees are able to identify circum-
stances that raise contractor integrity
questions that should be brought to
the attention of legal and investiga-
tive authorities. Ultimately, this un-
derstanding and sensitivity to fraud
risk should extend to contractors and
their employees as well. The intent is
to reduce fraud by ensuring that all
of those involved in the government
contracting process stay alert to fraud
indicators and to those circumstances
where fraud can thrive.

NASA contracting officials and
others dealing with contractors have
varying levels of oversight related to
contractor activities. Until recently,
however, NASA employees had not
been systematically trained on the
risks associated with contract fraud:
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how and when contract fraud occurs

and what the risks are to program,
project, and cost management. As
a result, NASA employees have not
always been able to recognize indi-
cators of fraud. For example, what
some might consider simple contract
noncompliance suitable for resolu-
tion by the contracting officer’s tech-
nical representative is actually fraud
appropriate for referral to the OIG.
The AIP training associated with
fraud is being implemented in four
tiers. 'The first tier was directed to
senior management, supervisors, and
managers. This training was manda-
tory and presented by the AIP Direc-
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tor and OIG executives at each of the
NASA Centers, with the Center Di-
rectors introducing the AIP training
and articulating the commitment of
the center to addressing fraud vigor-
ously. In this way, key leadership of
the Centers reflected the local com-
mitment to addressing the fraud.

The local representatives of the
OIG Office of Investigations were
Tier 2
training included presentations from

NASA procurement and fiscal law

introduced at these sessions.

attorneys, OIG executives and top-
level officials in the fraud commu-
nity from the Department of Justice,
United States Attorneys Offices, De-

fense Contract Management Agency’s
Contract Integrity Center, Defense
Logistics Agency, and the Suspension
and Debarment Official from the En-
vironmental Protection Agency.

The training targeted NASA at-
torneys (in a mode of training the
trainers) and provided a “cradle to
grave” review of the investigative and
coordination of remedies processes in
procurement fraud cases. Currently
underway, Tier 3 aims at contract-
ing personnel, including Contracting
Officer’s Technical Representative,
program and project managers, qual-
ity assurance personnel, and financial
management personnel. Tier 4 will



be web-based training for the general
workforce.

The OIG has worked closely with
the agency in designing the AIP
training, emphasizing fraud threats to
NASA based on the results of myriad
prosecutions and civil settlements of
fraud and false claim matters. The
AIP training activities have presented
the OIG with a great opportunity to
fulfill its mission to prevent and deter
fraud by assisting in raising the aware-
ness of the NASA workforce about
what fraud is and what the indicators
of it are. The NASA Inspector Gen-
eral, the Assistant Inspector General
for Investigations, and the Counsel
to the Inspector General have all par-
ticipated in the presentation of Tier 1
and Tier 2 training, placing particu-
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lar emphasis on recent instances of
fraud against the agency by contrac-
tors, subcontractors, and by NASA
employees.

COORDINATION BETWEEN
THE AIP AND THE OIG

In addition to collaborating with
AIP on the training program, the
OIG and the AIP staff are developing
strong alliances in mutual support
of deterring, detecting, and seeking
remedies against fraud. In particular,
there is frequent direct collaboration
between OIG criminal investigators
and the AIP staff.

Information about ongoing crimi-
nal investigations must be approached
with great sensitivity to the integrity
of the investigative process. Histori-

cally, sharing of information occurred
in some limited circumstances, such as
when an immediate safety threat was
involved. Sharing of case sensitive in-
formation typically occurs only after
the relevant United States Attorney’s
Office or other prosecuting authority
are informed of the communication
or agree to parameters for commu-
nication with the agency. Balancing
the integrity of the investigative pro-
cess with the interests of the agency
in being informed about infirmities
in agency contracts and contractors
is appropriately in the domain of law
enforcement and prosecutive authori-
ties. As the criminal investigators and
prosecutors establish closer relation-
ships with the AIP staff, the perceived
threat to the investigative process di-
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minishes: where trusted relationships

exist, greater sharing occurs. The
value to government operations asso-
ciated with the effective utilization of
what amount to parallel proceedings
is substantial — but these matters re-
quire delicate handling.

Although the AIP is fairly new,
NASA OIG special agents and attor-
neys have collaborated in many cases
with AIP attorneys. The AIP staff has
helped facilitate the OIG’s access to
information; has helped emphasize
the importance of remedial action
against contractors in specific in-
stances; has assisted in the responsive-
ness of contracting officers to OIG
requests; and has facilitated referrals
to the OIG. The AIP attorneys have

also been a useful resource for devel-

Spring/Summer 2008

oping legal theories of culpability of
government contractors. The AIP
has also worked with OIG investiga-
tors to convince the Department of
Justice on the merits of certain cases
and offered novel solutions to address
harm to NASA.

In the Gross Instruments Corpora-
tion case, NASA OIG investigators,
in concert with the Federal Aviation
Administration, developed evidence
that the majority of acrospace parts
repaired by Gross Instruments were
“unapproved” parts because they
were tested on improper test equip-
ment. Further, there was a significant
lack of traceability for parts used in
repair of larger aerospace compo-
The NASA OIG was able to
identify 250 unapproved aerospace

nents.

parts connected with Gross Instru-
ments that were associated with the
repair of NASA craft. The case was
presented for criminal prosecution
to an Assistant U.S. Attorney, but it
was declined because of the corporate
owner’s terminal illness and his vol-
untary surrender of $1.5 million. To
obtain asset forfeiture, NASAs AIP
and OIG petitioned the Department
of Justice for a portion of the civil
settlement in an attempt to recover
costs associated with NASA’s loss.
The petition resulted in a recovery of
$66,050 directly to NASA.

In another case, involving Crown
Roofing Services, Inc., NASA OIG
special agents developed evidence
that Crown Roofing was employ-

ing one NASA official and direct-
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ing payments to a company owned
by another NASA civil service em-
ployee. Both NASA employees were
COTRs working on Crown Roofing
contracts. They have pleaded guilty
to one count each for violation of 18
U.S.C. § 208, “Acts affecting a per-
sonal financial interest.” In support
of the NASA OIG efforts, AIP at-
torneys coordinated with the Chief
Counsel’s office at Johnson Space
Center to withhold a $750,000 Gov-
ernment payment to Crown Roof-
ing to offset costs associated with the
re-procurement of existing contracts
and assisted Johnson Space Center
Chief Counsel to terminate Crown
Roofing contracts at Johnson Space
Center. 'The Department of Justice
and NASA are still working on vari-
ous matters related to this case.

In an ongoing matter, an aero-
space contractor was alleged to have
mischarged the Government for “In-
dependent Research and Develop-
ment” costs, which are, in this case,
direct costs related to a project for a
foreign government’s program office.
Although NASA OIG special agents
developed corroborating  evidence
of mischarging, the Department of
Justice elected not to pursue the case
criminally or civilly and the case was
dismissed. The OIG special agents
actively worked with the AIP to iden-
tify the best course of action for cost
recovery and coordinated with other
affected agencies to meet an agreeable
outcome.

In support of the NASA OIG’s
efforts, the AIP was instrumental in
crafting a proposed administrative
settlement whereby NASA would
withhold government payments on
current contracts as a cost recovery

related to the mischarged indepen-
dent tesearch and fevelopment costs.

Since the AIP’s inception in 2006,
dozens of matters have been coordi-
nated between the OIG and the AIP.
The improved collaboration between
the OIG and the agency facilitated
by the AIP has furthered our ability
to execute our mission of combat-
ing and preventing fraud, waste, and
abuse, and has helped promote the
efficient and effective administration
of agency programs and operations.
The AIP program has significantly
helped NASA reinforce integrity in
the performance and administration

of NASA contracts. &
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“From 2002 to 2004,

research and development

activities in the 30
countries that comprise
the Organization for
Economic Co-operation
and Development grew
from $657 billion to $726
billion.”

l unding for research and

development is increasing
around the world. Offices of In-
spectors General at federal research
agencies, whose very mission is to
ensure agency accountability for
tax-payer dollars, must be particu-
larly aware of the increasingly in-
ternational nature of research, the
ensuing accountability challenges,
and the actions being taken to ad-
dress these challenges.

From 2002 to 2004, R&D activities
in the 30 countries that comprise the
Organization for Economic Co-op-
eration and Development grew from
$657 billion to $726 billion.! The
U.S. government provided over $55
billion for R&D funding in 2007,
and the National Science Foundation
alone spends $300-400 million an-
nually on research awards involving
international collaborations.?

Also increasing is the international
nature of science, with multi-nation-

1 National Science Foundation (NSF), Divi-
sion of Science Resources Statistics, S&E Indica-
tors 2008, (NSB-08-01), Arlington, VA, January
2008.

2 NSE Division of Science Resources Statistics,
Federal R&D Funding Down in FY 2007, (NSF
08-303), Arlington, VA, February 2008.

3 U.S. House of Representatives, Committee
on Science and Technology’s Subcommittee on
Research and Science Education, Subcommittee
Supports a Coordinated Effort to Advance Inter-
national S&T Programs Among Agencies, Wash-
ington, DC, April 2, 2008.

al, cross-disciplinary research, not
only common, but desirable. For ex-
ample, a February 2008 report issued
by NSF’s National Science Board
stated that international science and
engineering partnerships play a cru-
cial role in promoting global prosper-
ity by building S&E capacity and ex-
pertise around the world, energizing
US innovation, strengthening diplo-
macy, and fostering capacity building
in developing countries.*

This increase in domestic and inter-
national R&D activities brings with
it a growing need for ensuring finan-
cial and programmatic accountability
in areas such as use of research funds,
integrity in research, and achievement
of research programs’ stated goals. The
U.S. and other international research
and governmental bodies must ad-
dress these financial and programmat-
ic challenges in order to preserve the
integrity of, and tax payer confidence
in, the research enterprise. The recent
NSB report also advises that funding
agencies and researchers consider ac-
countability issues: “Accountability
must be an integral part of planning
successful collaborations to assure
supporters that research integrity is a

4 National Science Board, International Science
and Engineering Partnership: A Priority for U.S.
Foreign Policy and Our Nation’s Innovation En-
terprise,” (NSB-08-4), Arlington, VA, February
14, 2008.
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priority and that funds are used ap-
propriately.”  OIGs must collabo-
rate to transcend traditional agency
boundaries in order to better address
challenges presented by global R&D
endeavors. OIGs cannot continue to
work under the status quo, but rather
must communicate and cooperate
amongst themselves and others. As a
European Science Foundation report
states, “Global communication and
cooperation among accountability
professionals is necessary to gain ef-
ficiency and produce timely, useful
accountability information.”®

FINANCIAL AND
PROGRAMMATIC
ACCOUNTABILITY
TRANSCENDS BORDERS

Accountability for Research Funds

OIGs at federal research agencies are
responsible for ensuring that their
agencies hold research award recipi-
ents accountable for the federal dollars
they receive. Audit work focused on
financial accountability and internal
controls can help mitigate the risks
of fraud, waste, and abuse. However,
as OIGs are only too aware, account-

5 Ibid.

6 European Science Foundation and NSF, Ac-
countability Challenges: International Workshop
on Accountability in Science Research Funding,
Strasbourg, France, June 5-7, 2007.
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ability for federal research dollars is
often lacking. For example, a series of
audits the NSF OIG is currently con-
ducting on time and effort reporting
at institutions receiving NSF funding
is illustrative of this deficiency. Find-
ings include missing, incomplete, or
inadequate documentation to support
the accuracy of labor effort costs; sala-
ries charged in excess of limits; and
salaries improperly charged because
the work did not directly benefit NSF
awards. Such findings bring into fo-
cus both weaknesses with effort re-
porting and payroll systems, as well as
institutions’ lack of compliance with
their own internal policies.
Institutions receiving federal re-
search dollars from any federal agen-
cy must have adequate accounting
and internal control systems to track
and manage their research awards.
However, NSF OIG findings raise
questions about the extent to which
these control systems are operating
properly. NSF OIG audits have iden-
tified concerns with institutions not
effectively overseeing federal monies
passed through to subrecipients; not
having support for claimed cost shar-
ing; and not separately accounting for
direct and indirect costs to prevent
duplicate charges, all of which place
federal research dollars at risk.
Challenges in financial account-

Jill W

sJé

ability also exist when research is con-
ducted in other countries using U.S.
funds. For example, an NSF OIG au-
dit’ found many issues regarding the
operations of an organization created
by an international treaty agreement
to coordinate and promote scientific
research related to global change in
the Americas. The organization’s op-
erations and research programs are
funded by voluntary contributions
by 19 countries: NSF awarded grants
totaling $16.4 million on behalf of
the U.S. The NSF OIG found that
the organization did not adequately
manage its subawards and that it was
not familiar with, or did not under-
stand, its responsibilities for subaward
monitoring activities as required by
the NSF grant agreements. As such,
it did not place a priority on monitor-
ing or improving its oversight of sub-
awards. In addition, the audit iden-
tified other accountability problems
such as the premature draw down of
funds, excess educational allowance
payments that could have been put
towards better use, and unallowable
costs charged to the NSF grant. Ef-
fecting change to protect NSF’s in-
vestment was made difficult by the
involvement of multiple countries in
the governance of the organization.

7 NSF OIG, Audit of Inter-American Institute
for Global Change Research, (OIG 04-2-007),
Arlington, V.A., September 30, 2004.
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Other NSF OIG audits®

ternational research activities have

of in-

also identified concerns about award
recipients’ internal controls as well
as the adequacy of NSF’s policies
and procedures to monitor compli-
ance with award terms and condi-
tions. U.S. research agencies and
their OIGs, therefore, cannot assume
that research conducted overseas will
be done within the accountability
structures expected and/or required

of U.S. institutions.

Integrity in Research

Ensuring financial and programmatic
accountability includes the need for
OIGs to ensure scientific integrity
and prevent and address issues of re-
search misconduct, which the 2000
Federal policy defines as fabrication,
falsification, and plagiarism.” In so
doing, OIGs not only protect the fed-
eral funds used to conduct research,
but also maintain the trust of the
American people in the research that
their tax-dollars fund. Recent head-
lines '"and studies' suggest that the

8 NSF OIG, Audit of International Geosphere-
Biosphere Program, Stockholm Sweden, (OIG
03-2-014), Arlington, VA, September 30, 2003;
NSF OIG, Audit of United Stated-Mexico Foun-
dation for Science, Mexico City, Mexico (OIG
05-2-005), Arlington, VA, December 8, 2004.

9 Executive Office of the President, Office of Sci-
ence and Technology Policy, 65 FR 76260-76264,
Federal Policy on Research Misconduct, Washing-
ton, DC, December 6. 2000. The policy instruct-
ed Federal agencies that support or conduct re-

search to implement it within one year. NSF was
one of the first agencies to implement the Federal
policy in 2002 (45 CFR Part 689).

10 “One in three [U.S.] scientists confesses to hav-
ing sinned” “Australian Misconduct Case Ques-
tions System.” “Chinese NSF Makes 59 Miscon-
duct Findings.” “German University Withdraws
Doctorate in Misconduct Case.” From http://ori.
dhhs.gov/international/cases/index.shtml. Down-
loaded January 8, 2008.

11 “Repairing research integrity,” nature, June
19, 2008; “Science Fraud at Universities is Com-
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research community is plagued with
cases of RM, some of which receive
high profile coverage. It is therefore
even more crucial that U.S. research
agencies and their OIGs take allega-
tions of RM seriously and hold re-
searchers accountable for maintain-
ing integrity in their research.

However, ever increasing multi-
national, cross-disciplinary research
presents unique challenges for in-
vestigating RM allegations. In such
cases, RM investigators are often no
longer dealing exclusively with U.S.
researchers located at U.S. institu-
tions. Rather, allegations may involve
examining foreign researchers col-
laborating with U.S. researchers, but
employed at a foreign site not gov-
erned by the federal policy. In such
cases, RM investigators often must
identify who to contact to coordinate
an international investigation, which
itself can be difficult. Next, RM in-
vestigators must determine whether
the research entity has an RM poli-
cy and, if so, how that policy differs
from the federal policy. Oftentimes,
RM investigators quickly learn that,
unlike the U.S., many other coun-
tries, including some major sponsors
of research, do not have a formal RM
policy. Or, RM investigators realize
that the differences within and be-
tween national policies themselves
create practical challenges.

NSF OIG, as well as other re-
search funding agencies, have already
faced some such challenges. In one
case, NSF OIG received an allegation
related to a project intended to facili-
tate collaboration between a U.S. and

a non-U.S. researcher. The foreign
mon — and Commonly Ignored,” The Chronicle
of Higher Education, June 19, 2008; “Scientists
behaving badly,” nature, June 9, 2005.

researcher denied participating in the
project and the U.S. researcher could
not provide evidence of the collabo-
ration. After initially assisting in the
investigation, the foreign researcher
suddenly stopped acknowledging
NSF OIG emails and refused to co-
operate further. NSF OIG was thus
unable to pursue investigative action
against the U.S. researcher.'?

As international collaborative re-
search continues to thrive such sce-
narios are bound to continue. While
overall OIGs at federal research agen-
cies are aware of the need to ensure
integrity in research,"”” OIGs are only
beginning to explore the need for
mechanisms for investigating inter-

national RM.

Evaluation of Research

Assurances regarding the integrity
of the finances and the conduct of
research must also be accompanied
by assurances that research programs
have attained their stated goals. Eval-
uations of research programs provide
a means to obtain such assurances
and, in so doing, also inform fund-
ing agencies and stakeholders about
programmatic outcomes.

Evaluating basic research poses
challenges recognized by funding
agencies around the world. One
challenge is the difficulty in deter-

mining what programmatic impacts

12 This case is similarly detailed in a nature ar-
ticle co-authored by NSF IG Dr. Christine Boesz,
entitled “Investigating international misconduct,”
April 10 2008.

13 The interest of OIGs in ensuring research
integrity is evident, among other things, by IG
membership from over 20 federal agencies in the
PCIE/ECIE Misconduct in Research Working
Group, which began in 2001. NSF IG Dr. Chris-
tine Boesz chairs this working group and can be
contacted by those seeking additional information
about its activities.
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and outcomes should be measured
(e.g., economic, field of study, etc.).
Another challenge is that program-
matic impacts and outcomes may
not be known until many years in the
future. However, such challenges do
not mean that evaluations of basic re-
search should be avoided.

U.S. and foreign funding agencies
have approached these challenges dif-
ferently. NSE for example, currently
relies on a variety of activities to en-
ure that the best science proposed is
funded, and that this research con-
tributes to the goals of the scientific
program and the agency overall.
Most NSF awards are subject to mer-
it review, whereby panels of external
experts review research proposals and
recommend to NSF which proposals
should be funded. After individual

awards are made, NSF then relies on
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a variety of evaluation committees'
to provide a retrospective assessment
of whether the projects funded fur-
thered the research program as well as
the agency’s goals. Nonetheless, NSF
has not systematically built evalua-
tions into all of its programs, nor does
it have a central office that can assist
programs in planning and conduct-
ing evaluations. NSF instead relies on
its various directorates and programs
to consider and commission evalua-

14 Committees of Visitors consist of a panel of
external experts that evaluate the integrity and ef-
ficiency of the proposal review processes and pro-
vide a retrospective assessment of the quality of
the results of the projects funded. NSF requires
that its research programs receive such a review
every 3 — 5 years. The Advisory Committee for
GPRA Performance Assessment is comprised
of external experts from the research fields NSF
funds. The Committee meets annually to review
the NSF-wide portfolio of projects to determine
whether the agency has made progress towards
meeting its strategic goals.

tions at their own discretion.

In contrast, the Deutsche Forsc-
hungsgemeinschaf, Germany’s main
funding agency for basic research,
has embarked on a more systematic
approach to evaluation. Until 1990,
the DFG relied on its different de-
partments to commission evalua-
tion studies for different programs
whenever they were deemed neces-
sary; there was no single office for
overseeing evaluations. In 1999, the
DFG implemented a more systemic
and professional approach to evalua-
tions. 'The organization began plac-
ing emphasis on the concept that the
results of evaluation studies would be
used in the development of research
plans and research policy. The In-
formation Management Unit (IM
Unit) is now mainly responsible for
evaluation studies. Acting as a service
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provider to other DFG units, the IM
Unit offers advice on conceptualiz-
ing the study, drafting a request for
proposals, selecting a contractor, and
assisting with implementing the con-
tract.’

OIGs need to be aware of how
research funding agencies in different
countries are taking on the challenge
of evaluating the outcomes and im-
pacts of the research they fund. Such
knowledge can inform OIGs in as-
sessing the effectiveness of their own
agency’s approaches to evaluating
research programs. Audit work that
considers how information about re-
search results is collected and used in-
ternationally can help identify prom-
ising practices that can strengthen
their own agency’s domestic opera-
tions.

INTERNATIONAL
ACCOUNTABILITY
ACTIVITIES

As the previous examples show, U.S.
research agencies are not alone in fac-
ing multiple challenges to financial
and programmatic accountability. A
variety of recent international activi-
ties have brought together decision-
makers and practitioners to address
these challenges by exchanging strat-
egies and experiences and building
upon their collective knowledge.

15 European Science Foundation Member Orga-
nization Forum “Evaluation of Funding Schemes
and Research Programs,” October 22-23, 2007,
Berlin, Germany. Abstract of DFG presentation
on research evaluation, and abstracts of other pre-
sentations, were provided via email to conference
participants prior to the meeting. Presentations
from the meeting can be found at http://www.
esf.org/activities/mo-fora/evaluation-of-funding-
schemes-and-research-programmes/moforum-
evaluation-workshop10-2007.html. Downloaded
June 26, 2007.

14

Accountability for Research Funds
European research funding agencies,
the European Science Foundation,
and the NSF OIG have co-sponsored
a series of annual workshops to ad-
dress accountability in research activ-
ities. Beginning in 2003, these work-
shops have focused on issues such as
audit practices and compliance mon-
itoring, oversight strategies, and eval-
uating and managing risk.'®  These
workshops typically include about 40
participants from 15 countries. The
participants are mainly those who
are responsible for the administra-
tion and audit of government-funded
S&E research programs. These meet-
ings provide a forum for discussing
individual countries’ practices for ad-
dressing various accountability chal-
lenges, and a starting point for de-
veloping international approaches to
address them.

Integrity in Research

Research misconduct is also receiving
international attention. The Global
Science Forum' of the Organiza-
tion for Economic Co-operation and
Development established the Co-or-
dinating Committee for Facilitating

16 Information on the presentations from the
International Workshops on Accountability in
Science Funding can be found on the OIG web-
site. under “OIG CONFERENCE PRESEN-
TATIONS”  (http://www.nsf.gov/oig/pubs.jsp).
These include the 2008 Workshop on Investiga-
tions and International Cooperation (Liverpool,
United Kingdom, June 21, 2008), http://www.
nsf.gov/oig/uk_accountability_presention_mir_
062108.ppt; the 2007 workshop on Research
Challenges (Strasbourg, France, June 5 - 7, 2007)
and the 2006 Workshop on Evaluating & Man-
aging Risks (The Hague, Netherlands, May 31
- June 2, 2006) http://www.nsf.gov/oig/sri.jsp.
Downloaded June 27, 2008.

17 For more information about OECD GSE visit
http://www.oecd.org/document/60/0,2340,en_
2649_34319_1813628_1_1_1_1,00.html.

International Research Misconduct
Investigations to focus on practical
issues related to international RM
investigations. This expert group was
created in response to an OECD Re-
port'® developed following a Febru-
ary 2007 meeting in Tokyo to address
scientific integrity and misconduct.”
The document discussed the signifi-
cance and impact of RM, the inter-
national diversity of principles and
procedures for dealing with RM al-
legations, and the possible causes and
contributing factors. Among other
things, it recommended that “In-
terested countries . . . undertake an
international dialog among national
practitioners.” NSF IG, Dr. Christine
Boesz, and Executive Vice-President
of the Natural Sciences and Engi-
neering Research Council of Canada,
Dr. Nigel Lloyd, are co-chairing the
expert group.

The committee has convened two
times. At its inaugural meeting in
December 2007 at NSF in Arlington,
Virginia, 16 participants representing
14 countries and international bod-
ies discussed various approaches for
coordinating investigations of and re-
solving RM allegations. They agreed
to develop principles regarding in-
ternational RM investigations. They
also discussed developing generic
models of misconduct-related docu-
ments and agreements to be signed
at the onset of international research
collaborations. Lastly, the committee
recommended broadening its mem-
bership in order to better reflect the

18 The OECD report can be found at htep://
www.oecd.org/dataoecd/37/17/40188303.pdf.

19 GSF and the Ministry of Education, Culture,
Sports, Science and Technology of Japan (MEXT)
“Workshop on Best Practices for Ensuring Scien-
tific Integrity and Preventing Misconduct.”
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diversity of international research
and its systems. Overall, the meeting
served as a means of opening a dia-
logue between nations.?

These topics were advanced during
the committee’s second meeting in
April 2008 in Paris. At this meeting,
25 participants from 21 countries
and international entities further dis-
cussed issues raised at the first meet-
ing.

Specifically, participants reviewed
draft documents of the principles for
facilitating international RM investi-
gations and generic templates of mis-
conduct-related documents for in-
clusion in international agreements.

They also discussed the target

20 For further information regarding the expert
group and its first meeting, see Drs. Boesz and
Lloyd’s article in nature entitled, “Investigating
international misconduct,” April 10 2008.

groups for dissemination of these
documents once finalized.

The committee’s next and last meet-
ing will occur in September 2008 in
Vienna. Participants are expected to
finalize a document containing the
principles of international RM inves-
tigations and the generic templates
of misconduct-related documents.
The committee will also discuss its
communication strategy for dissemi-
nating its work, which will include a
practical manual on how to approach
misconduct cases in international re-
search collaborations.

Other international integrity ef-
forts show the broad nature of these
concerns. The ESF and the U.S.
Department of Health and Human
Services Office of Research Integrity
organized a World Conference on

Research Integrity in September 2007
in Lisbon.”’  According to the con-
ference’s final report,”” this confer-
ence “was the first global forum con-
vened to provide researchers, research
administrators, research sponsors,
journal editors, representatives from
professional societies, policymakers,
and others an opportunity to discuss
strategies for harmonizing research
misconduct policies and fostering re-
sponsible conduct in research.” The
number of attendees — 275 partici-

21 Information about the conference and con-
ference documents can be found at heep://www.
esf.org/activities/esf-conferences/details/ar-
chives/2007/confdetail242.html.

22 'The report can be found at http://www.esf.
org/index.php?elD=tx_nawsecuredl&u=08&file=f
ileadmin/be_user/activities/research_conferences/
Docs_NEW/2007/2007-242_Official_%20Fi-
nal_Conference_Report.pdf&t=1214659219&
hash=0bal72aa3678d4ce120eeb25940534261.
Downloaded June 27, 2008.

Spring/Summer 2008

15



pants from 47 countries — and their
diverse professional backgrounds in-
dicate the widespread interest in these
issues.?
Evaluation of Research
Finally, evaluating research is also
being discussed at the international
level. The ESF is leading a forum for
member organizations and others to
develop and address approaches for
evaluating research projects and pro-
grams. The forum’s focus is on post-
award evaluations, such as whether the
research project or program achieved
its stated goals. To date the forum has
sponsored two meetings, each attend-
ed by approximately 40 representa-
tives from research funding agencies,
research performing organizations,
and learned societies from over 20
countries. The workshops have pro-
vided a platform for sharing current
practices and experiences in evaluating
research. Presentations have included
evaluation approaches used by institu-
tions that conduct research, case stud-
ies of quantitative indicators used in
ex-post evaluations, the comparability
of evaluations and indicators across
disciplines and countries, and how
progress and final project reports can
be used in ex-post evaluations.

‘The forum’s next workshop will oc-

23 In addition to multinational efforts, individual
countries are also taking steps to ensure research
integrity. In China, for example, these activities
are being undertaken by multiple national orga-
nizations. The China Science Foundation now
publicizes names of scientists who conduct RM;
the Ministry of Science and Technology created
an office in to handle RM cases; and the Chinese
Academy of Sciences now requires all of its insti-
tutes to establish scientific ethics committees. (See
“China Science Foundation Takes Action Against
60 Grantees,” Science, September 16, 2005; “Chi-
na sets up rules to combat scientific misconduct,”
SciDev.net, November 13, 2006; and“ CAS takes
aim at misconduct,” www.chinaview.cn, February
27,2007).
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cur in October 2008 in Vienna. The
objective of this meeting is to produce
a set of documents that will describe
state-of-the-art practices in ensur-
ing quality in evaluations of research
programs, as well as a set of common
European indicators in evaluating or-
ganizations performing research.

CONCLUSION

The efforts described above are only
a start in addressing the variety of fi-
nancial and programmatic account-
ability challenges faced worldwide. In
working together, nations will have to
recognize that their financial systems,
their national RM policies, and their
approaches to evaluating research dif-
fer in many, often significant, ways.
In creating internationally recognized
policies and practices the cooperation
and participation of funding agen-
cies, institutions, and the researchers
themselves is essential.

In this time of more complex inter-
national issues such as global climate
change and public health, global re-
search is more important than ever. As
research becomes more international,
OIGs at research agencies must be
well-informed of the accountability
efforts being undertaken around the
world. Their oversight responsibili-
ties for monitoring and evaluating re-
search agency operations will confront
additional challenges as the number
of international collaborations grows.
OIGs must therefore ensure that their
agencies implement adequate controls
to ensure the financial and program-
matic risks associated with these inter-
national endeavors are considered and

addressed. &
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Ofhice of Inspector General \

Environmental Protection Agency

Written by Robert Bronstrup (Retired)

Implementing a Process to Score the
Quality of Audit and Evaluation Reports




Robert

“Adhering to the quality
characteristics that lead
to high quality reports
also helps to ensure that
a high percentage of OIG
recommendations are
accepted by the agency,
thus helping EPA operate
more efficiently and
ensuring better protection

of the environment.”
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Bronstrup

z : very year the 64 federal Of-

fices of Inspector General
identify significant potential dol-
lar savings as well as program effi-
ciencies and enhancements from a
range of different types of audit and
evaluation reports.

In Fiscal Year 2007 alone, the ef-
forts of the Inspectors General re-
sulted in the issuance of over 6,500
reports with over $11.4 billion in
potential cost savings from recom-
mendations. The Inspectors General,
through these reports, also identify
inefficiencies and ineffectiveness in
government programs and opera-
tions and offer many non monetary
recommendations for management
improvement. Through high quality
reports, the Inspectors General have
helped agencies address management
and performance challenges that have
ultimately led to improved account-
ability and transparency in govern-
ment programs and operations.

The demands made upon the federal
OIG community and the complexity
of OIG work is likely to increase. In
the last year, Congressional commit-
tees have increasingly taken up issues
on which the Inspectors General have
reported. Congress will likely request
additional audits of high priority and
complex government programs. As
the OIG work grows more complex,

challenges to their work can be ex-
pected, as noted by the Government
Accountability Office. It goes with-
out saying that each time a report is
issued, the reputation of that OIG is
on the line. Therefore, a process to
actually measure and assign a quality
score to an OIG’s report on a “real
time” basis can help and even enhance
the reputation of that OIG among its
customers and stakeholders.

QUALITY ASSURANCE
SYSTEMS ARE REQUIRED OF
FEDERAL OIGS

Addressing the challenges facing the
OIGs’ work in the future will require
dedication, commitment, and hard
work by all OIG employees. The
Inspector General Act, now 30 years
old, requires that the efforts of the
OIG staff comply with the Govern-
ment Auditing Standards, published
by the Comptroller General of the
United States (commonly known
as the Yellow Book). The standards
require that OIG auditors and eval-
uators possess the necessary com-
petence, integrity, objectivity, and
independence to effectively carry out
their work. These standards generally
call for the OIGs to issue report drafts
to their agencies and respond to the
agencies comments. As noted, the fi-
nal reports include recommendations
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for improving management practices
and procedures, making better use
of agency resources, and questioning
funds that were spent.

The Yellow Book rightfully requires
that each audit organization perform-
ing audits or attestation engagements
in accordance with generally accepted
government auditing standards must
establish a system of quality control
that is designed to provide the audit
organization with reasonable assur-
ance that the organization and its per-
sonnel comply with the Yellow Book,
other professional standards, and ap-
plicable legal and regulatory require-
ments. Each organization must also
have an external peer review at least
once every three years.

An effective quality control sys-
tem is critical to an OIG’s success. It
helps to establish the OIG’s reputa-
tion for consistent high quality work
that decision makers will recognize
and rely upon when using that OIG’s
findings and recommendations. The
involvement of top management at
the OIG is critical in the successful
implementation of quality control,
as they must be insistent on the prin-
ciples, policies, and procedures by
which the staff carries out their work
on specific projects.

As with all federal OIGs, the U.S.
Environmental Protection Agency
OIG has defined its policies and pro-
cedures necessary for executing proj-
ects. 'These policies and procedures
are immediately available to all staff
on the OIG’s intranet site. For ex-
ample, the EPA OIG has issued a
Project Management Handbook that
gives guidance on key policies, links
back to specific sections of the Yellow
Book, and describes more specific
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procedures that must be followed by
staff in order to comply with stated
policies over our audit and evaluation
process.

A key question, as previously not-
ed, emerges in the implementation of
the OIG policies and procedures and
its execution of reviews. Can a qual-
ity assurance system show, on a con-
tinual real-time basis, that the specific
quality characteristics emphasized by
its senior management and required
by the Yellow Book and its own inter-
nal polices and procedures are carried
out? How effectively are they carried
out? Can a “quality score” actually
be assigned to the key quality charac-
teristics and activities that will dem-
onstrate the success of the OIG staff
in adhering to the Yellow Book, pro-
fessional standards, and OIG polices
and procedures?

If such a system can be implement-
ed successfully, it would allow senior
management to more easily identify
and immediately address quality as-
surance issues promptly so that its
key polices and procedures can be
strengthened and, ultimately, the
costs of assignment reduced. It can
help flag deficiencies in OIG policies
that contribute to poor planning or
execution of the audit assignment.

THE QUALITY CONTROL
PROCESS AT THE EPA OIG

In 2006, to better measure specific
quality characteristics of OIG proj-
ects on a timely and consistent basis,
EPA OIG quality assurance staff de-
veloped a procedure that would mea-
sure these characteristics in all OIG
projects. Each quality characteristic,
represented by a step in the audit and
evaluation process, would result in a

specific number of points entered on
a Project Quality Scorecard if success-
fully achieved by the staff, and ulti-
mately a total project score for that
project.

In developing the specific scor-
ing method, the underlying theme of
OIG’s leadership was that the OIG’s
primary goal is to satisfy the needs
and demands of its customers — EPA,
Congress, the Office of Management
and Budget, and the public. With that
goal in mind, the OIG should strive
to consistently provide products that
meet specific quality characteristics
and adhere to applicable professional
standards and OIG policies and pro-
cedures. Ensuring that the OIG was
issuing high quality products consis-
tently increased the probability that
our work would be relied on and our
recommendations implemented by
management.

An internal assessment of prior
OIG products was initially made by
the quality assurance staff to iden-
tify key quality characteristics that
were most important and to identify
characteristics that seemed to be most
vulnerable in our work. This initial
assessment led to the process that al-
lowed the OIG to develop a project
quality scorecard to measure the qual-
ity of each project as it is completed.
The process implemented was incor-
porated as part of our overall qual-
ity control system. The manner in
which the scoring process has been
implemented has allowed the OIG to
assess trends in quality for audits and
evaluations so that adjustments can
be made immediately to the OIG’s
audit and evaluation polices and pro-
cedures. This enables teams to avoid
repeating common types of errors,
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such as neglecting steps to achieve the
The em-

ployees who are responsible for scoring

key quality characteristics.

projects are also responsible for main-
taining the OIG’s policies and guidance
for audits and evaluations. This allows
for immediate changes to be made in
these documents.

THE OIG'S PROJECT QUALITY
SCORECARD

The OIG’s Project Quality Scorecard
covers the evaluation of key quality
characteristics on all audits and evalua-
tions from the time that a team of au-
ditors/evaluators initiates preliminary
research to the point that the team is-
sues a final report. It also includes a
component for report readability and
avoidance of inflammatory language.

The EPA OIG has weighted the
Project Quality Scorecard so that the
readability component of the total
project score represents about 30 per-
cent of an assignments total quality
project score. The scorecard recognizes
that there may be some variation in
the percentage due to individual scores
achieved on the various components
of the scorecard. The OIG process is
designed so that it can periodically ad-
just the weight of the quality charac-
teristics measured to maintain a proper
weighted percentage between the com-
ponents as determined appropriate by
OIG senior managers.

Currently, the EPA OIG project
quality scorecard does not cover the
single audit process, but the OIG may
extend the scoring process to other ac-
tivities over the course of time.

ELEMENTS OF THE PROJECT
QUALITY SCORECARD
The first page of the Project Quality
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FIGURE 1: PAGE 1 OF THE PROJECT QUALITY SCORECARD

Project Quality Scorecard

Background Information

Report Title:

Report # Date of Kick-off

Date of Entrance

ASSlgnment # Conference

Total IGOR Days ate of Draft Report
sent to OCPL for review

Total Hours Date of Draft Report

Project Cost Date of Final Report

Planning

Preliminary Research

PR Guide approved by the Product Line Director prior to Kick-off meeting- 1pt

Preliminary Research completed within 90 days of the Kickoff meeting- 1pt

Project design discussed with Agency prior to start of fieldwork- 1pt

Fieldwork

Fieldwork

Project Guide (including objectives, scope, and methodology for each objective) is
approved by the Product Line Director Prior to the entrance conference- 1pt

Steps in the project guide are indexed to the supporting workpapers (or explanation|
provided as to why the step was not completed)- 1pt

Team meets periodically with Agency management to update on progress and
verify the factual accuracy of the evidence gathered- 1pt

Finding outlines prepared prior to message agreement meeting- 1pt

vidence

Evidence used in support of the condition and the underlying cause. (Note: If there
are multiple findings, the score will be determined by averaging scores.)

Doumentary evidence (4 pts)
Analytical (3 pts)
Observations (3 pts)
Testimonial (1 py)
Supervision

Note: The rating assigned to review comments/disposition and to the number of
supervision reviews are added for a net supervision score as follows:

Supervisory review (Compute score using the following steps)

A. Identify number and grades of staft working on the audit/evaluation: list:
Name Grade Level

1.

2.
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Scorecard is shown as an exhibit to
the left. Certain background infor-
mation is included on the Project
Quality Scorecard, such as the total
cost of the audit and number of staff
days needed to complete the assign-
ment, so that OIG managers can bet-
ter assess the benefits of the review
compared to its costs.

The following are the key quality
elements and activities measured by
the scorecard.

Preliminary Research

At the EPA OIG, reviews are carried
out by staffs who are assigned to a
specific “Product Line,” such as Su-
perfund, Water, and Air. During pre-
liminary research, teams are required
to develop a guide that contains pre-
liminary objectives and identifies pro-
gram criteria and steps. This should
result in the collection of sufficient
information within 90 days to deter-
mine whether a full review is warrant-
ed. If a full review is warranted, the
team will develop a proposed design
for field work. Points are awarded
when the team completes these cer-
tain key activities and demonstrates
quality in completing the steps in the
working papers. These activities in-
clude (1) the Product Line Director
approving the preliminary research
guide and its components prior to
the initial meeting with the agency
officials responsible for the program
being reviewed, (2) the team com-
pleting preliminary research within
90 days of the kickoff meeting, and
(3) the team discussing the project
design with agency officials so they
are aware of how the team plans to
answer the questions.
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Field Work

Teams are required during field work

to develop a project guide with spe-
cific objectives and corresponding
steps to answer those objectives. The
OIG’s goal is to produce a report
with findings and recommendations
that have been developed in accor-
dance with all applicable professional
standards. The specific key activities
to which points are assigned include
having the Product Line Director for-
mally approve the guide prior to an
entrance conference with the agency
officials. This approval signifies that
the director believes (a) the proposed
objectives will likely result in a use-
ful report; (b) the project guide ad-
equately addresses relevant audit risk;
(c) proposed scope and methodology
are adequate to address the audit ob-
jectives, and the project steps clearly
describe what type of evidence is
needed; (d) available evidence is like-
ly sufficient and appropriate for the
purposes of the project; and (e) suffi-

cient staff, supervisors, and specialists

are available to work on the project.
Additionally, the scorecard recog-
nizes and awards a specific point for
each of the following key activities:
e Steps in the project guide are com-
pletely indexed to the supporting
working papers or an explanation pro-
vided why a step is not performed.
e Deriodic meetings with manage-
ment have been held during the audit
to update management on the prog-
ress and to verify the factual accuracy
of the information gathered.
* The OIG team has prepared and
distributed finding outlines prior to
a message agreement meeting that is

held after field work is completed.

FEvidence

A score is assigned to the quality of
evidence that the project team has
gathered to support the issues in the
report. The OIG assigns weighted
scores to specific types of evidence
that teams have gathered to answer
each objective:

Documentary: Documentary evi-
dence is recognized by the EPA OIG
as generally the strongest type of evi-
dence. Documentary evidence con-
sists of information such as letters,
contracts, accounting records, in-
voices, and management information
on performance. Findings supported
by documentation are assigned four
points on the Project Quality Score-
card.

Analytical: Analytical evidence in-
cludes computations, comparisons,
separation of information into com-
ponents, and rational arguments.
Findings supported by analytical evi-
dence are assigned three points.
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Observation: Observations or other
physical evidence are obtained by
direct inspection or observation of
people, property, or events. Such
evidence may be documented by the
auditor in memoranda, photographs,
drawings, or charts.Findings support-
ed by physical evidence are assigned
three points.

Testimonial: Testimonial evidence is
obtained through interviews, ques-
tionnaires, or e-mails. Findings that
are largely supported by testimonial
evidence are given one point.

Supervision

In assigning a score to supervision
on a project, the OIG scoring system
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emphasizes that a key quality charac-
teristic is that supervisors complete
and document working paper reviews
on a regular basis. Another key qual-
ity characteristic of supervision is that
supervisors need to prepare reviewer
notes that the staff responds to and
that the supervisor then acknowl-
edges the responses as sufficient in
order to clear the questions raised.
Timeliness of supervisory reviews
and preparation and clearance of re-
viewer notes are given equal weight in
arriving at the quality of supervision
score, which has a maximum weight
of five points.

Report Preparation
During the reporting phase, the team
summarizes information during field

work and develops a draft and
final report so that findings and
recommendations can be timely
communicated to the agency or
other customers. Bonus points
can be earned when the team
completes a report in less time
than expected. The goal is to
provide the initial draft report
to the EPA OIG editors within
200 days from the initial meet-
ing with the agency. The follow-
ing are the key activities in the
reporting phase that are mea-
sured by the EPA OIG scoring

process, with points assigned.

Discussion Draft Issued to the
Agency: The OIG process in-
cludes developing a discussion
draft report for the purpose of
obtaining and confirming the
facts of the findings and reason-
ableness of the recommenda-
tions. If this step is completed
by the project team, one point is
awarded.

Draft Report Preparation: The OIG
standard is to provide a draft report
to the OIG editors in 200 days. If
the team submits a draft report to the
OIG editors within 200 days a bonus
of 5 points is given on the scorecard.
Once the goal 0f 200 days is exceeded,
a 1-point deduction is made for every
50 days beyond the 200-day goal.

Product Line Director and Project
Manager Reviews: The report pro-
cess emphasizes the importance of
the Product Line Director and the
Project Manager confirming and as-
sessing the support in the working
papers for the statements made in the
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report. 'The EPA OIG emphasis on
the quality of evidence gathered by
the project team ultimately rests with
the Product Line Director and Project
Manager. Supervisors are expected to
thoroughly check the evidence sup-
porting the report prior to sending it
to the independent referencer. If this
step is successfully completed, three
points are awarded.

Certification: The Product Line Di-
rector and Project Manager must sign
a certification that the report is fully
supported when sending the report to
the independent referencer. Comple-
tion of this step is given one point.

Independent Referencing: Indepen-
dent referencing confirms that ad-
equate and sufficient evidence exists
for the report’s statements, and must
be completed. All points raised by
the referencer must be resolved prior
to issuance. Successful completion of
this step is given one point.

Report Clarity

Each OIG report is also graded by a
software reading program. The OIG
goal is to have a report assessed at a
grade 14 reading level. For reports
with a grade level of 14 or below, 9
points are awarded. For every tenth
of a grade level above 14, a tenth of a
point is deducted.

Tone

The OIG checks for inflammatory
language and fairness in presenting
the issues. When reports refrain from
using language that can be considered
inflammatory, one point is given.

Spring/Summer 2008

CONCLUSIONS

The scoring process succeeds because
the EPA OIG’s staff are aware of the
key quality characteristics of most in-
terest to senior EPA OIG managers
and because the quality assurance staff
assess each project as it is completed.

The process has resulted in the
strengthening of EPA OIG policies
and procedures on a timelier basis. It
also is a tool that management uses
during the evaluation process and
awards process.

EPA OIG reports have become
more consistent in regard to the key
quality characteristics and activities
that the scorecard tracks for each
project. The average project score
increased from 19.2 in the first quar-
ter of Fiscal Year 2007 to 25.0 in the
fourth quarter, a 30 percent increase.
Likewise, supervisory scores increased
from 3.0 in the first quarter to 4.0 in
the fourth quarter.

Adhering to the quality charac-
teristics that lead to high quality re-
ports also helps to ensure that a high
percentage of OIG recommendations
are accepted by the agency, thus help-
ing EPA operate more efficiently and
ensuring better protection of the en-
vironment.

In Fiscal Year 2007, the agency
concurred with 84 percent of the rec-
ommendations made in the OIG’s fi-
nal reports.

The EPA OIG has published qual-
ity scores on the EPA OIG Internet
site. showing the consistency and
trends in EPA OIG project quality
(See Figure 2, next page). &
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FIGURE 2: OFFICE OF INSPECTOR GENERAL PROJECT QUALITY SCORECARDS - FY 2008

Elapsed
Project  Days from Draft Report
Report  Staff Cost Kickoff to Field Preparation and Report
Number Days (000s) OCPL Planning Work Evidence Supervision Timeliness Communication

The scoring process itself is continually under evaluation and modifications are made periodically to make it a more
effective management tool. As a result, the OIG has implemented an ongoing effort to improve the timeliness, respon-
siveness, and value of products and services provided through a scoring process of specific quality characteristics that
should be present in all OIG projects and reports.
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The Honorable Kenneth M.

Donohue

“This is a story of how

a group of friends and
relatives colluded to
defraud Fannie Mae,
Ginnie Mae, and investors

of $38 million.”
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want to start by telling you a

story of greed and fraud that
involves a mortgage lender, First
Beneficial Mortgage Company of
Charlotte, North Carolina, and its
victims—Fannie Mae, and the Gov-
ernment National Mortgage Asso-
ciation, commonly known as Gin-
nie Mae.

This is a story of how a group of
friends and relatives colluded to de-
fraud Fannie Mae, Ginnie Mae, and
investors of $38 million.

The First Beneficial story is also
a story of bureaucratic buck-passing
that allowed a fraudulent scheme to
grow and victimize government insti-
tutions and investors.

You might ask: Why am I telling
you this story now? My response is
that the past is often prologue to the
future. First Beneficial illustrates how
fraud in the loan origination process
eventually becomes fraud in the gov-
ernment securitization process.

During my tenure at the Resolu-
tion Trust Corporation in the 1990s,
I witnessed the meltdown of the sav-
ings-and-loan industry as a result of
fraud and malfeasance. Now, with
the subprime meltdown, we are wit-
nessing again massive malfeasance,
misconduct, and often sheer criminal
conduct in the subprime mortgage
industry, which has adversely affected

This article originally appeared in the June 2008 issue
of “Mortgage Banking” magazine and is reprinted here,
courtesy of “Mortgage Banking,” in modified form.

securities markets and investors. So,
although the First Beneficial case is
an individual story, it has larger rami-
fications and contains important les-
sons for the insured mortgage-backed
securities industries, including Gin-
nie Mae.

FIRST BENEFICIAL

Fannie Mae approved First Beneficial
as a single-family mortgage lender in
1995. In 1997, First Beneficial was
approved to sell Title I loans. Title I
loans are home-improvement loans
and manufactured-housing loans.

In 1998, Fannie Mae began no-
ticing problems with the Title I loan
program nationwide and decided to
review First Beneficial’s loan portfo-
lio. This review uncovered approxi-
mately $1 million in Title 1 loans
that did not meet Federal Housing
Administration loan criteria or were
purported to be FHA insured, but in
fact, were not.

During this review, First Benefi-
cial was not truthful about whether
the Title I loans were FHA-insured.
Fannie Mae demanded First Benefi-
cial repurchase the portfolio, but First
Beneficial did not have the funds to
repurchase. Fannie Mae worked out a
deal by which it would purchase new,
loans

pre-approved,  single-family

from First Beneficial and apply the
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proceeds from the sale of these loans
to repurchase the ineligible Title I
loans.

Several weeks after these events,
First Beneficial called Fannie Mae
and said it had an investor that was
willing to buy the bad Title I loans
with a single cash payment. Accord-
ingly, in September 1998 First Ben-
eficial paid Fannie Mae the nearly $1
million it owed. Fannie Mae did not
ask, and First Beneficial did not tell,
the source of the funds.

Because of the problems with First
Beneficial’s Title I loans, Fannie Mae
became suspicious of First Beneficial’s
single-family loans and began an in-
quiry into those it had purchased.
Fannie Mae found that many loans
were in the names of First Beneficial’s
owners and employees. That should
have caused Fannie Mae concern.
First Beneficial maintained that the
loans were “investor” loans and agreed
to repurchase them.

On Now. 3, 1998, Fannie Mae wrote
First Beneficial and said it would not
purchase any more of the company’s
loans without prior approval. On
Nov. 19, 1998, Fannie Mae received a
telephone call from a financial crimes
investigator with the North Carolina
Banking Commission, who said First
Beneficial was making loans without
insurance and was trying to get Gin-
nie Mae to accept the loans. The in-
vestigator gave Fannie Mae the names
of two First Beneficial employees,
who confirmed their effort to pass
the loans to Ginnie Mae. Fannie Mae
learned that First Beneficial had only
two investor sources: Fannie Mae and
Ginnie Mae.

On Nov. 20, 1998, Fannie Mae
suspended First Beneficial as a lender
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and called in the owner for a meet-
ing. At this meeting, Fannie wanted
to know more about First Beneficial’s
purported investors, but it did not
receive a satisfactory response from
First Beneficial. Following this meet-
ing, Fannie Mae began to take a closer
look at some of the properties in the
loan portfolio by physically inspect-
ing the properties.

What Fannie Mae discovered was
that many of the properties listed
were, in fact, vacant lots or did not
exist. A check at the courthouse re-
vealed the named borrowers did not
own the properties and that some
were not even owned by First Benefi-
cial.

Fannie Mae did not pass this infor-
mation about First Beneficial’s trans-
gressions to others, thus allowing First
Beneficial to continue to operate a
fraudulent enterprise and ultimately
victimize Ginnie Mae.

As most in the mortgage indus-
try are aware, Ginnie Mae “securi-
tizes” loans insured or guaranteed
by the Department of Housing and
Urban Development’s FHA, the De-
partment of Veterans Affairs, or the
Department of Agriculture Rural
Housing Development. Ginnie Mae
guarantees investors timely “pass-
through” payments of principal and
interest on mortgage-backed securi-
ties. Ginnie Mae securities are the
only MBS to carry the full faith and
credit guaranty of the U.S. govern-
ment.

In late 2000, Ginnie Mae discov-
ered these First Beneficial transac-
tions through a compliance audit. It
was found that First Beneficial, in or-
der to repay Fannie Mae, had pooled
the false mortgages--purportedly en-

dorsed for FHA insurance--and sold
them to investors in the form of MBS
guaranteed by Ginnie Mae. In actual-
ity, these mortgages had never been
endorsed by FHA.

First Beneficial issued more than
$21 million in fraudulent mortgage-
backed securities guaranteed by Gin-
nie Mae. In order to conceal its false
mortgage scheme from MBS inves-
tors and Ginnie Mae, First Beneficial
used money received from the sale
of pooled false mortgages to make
monthly pass-through payments to
investors as if they were regular pay-
ments of principal and interest re-
ceived from actual mortgage loans.
First Beneficial also filed monthly re-
ports with Ginnie Mae that concealed
the true nature of its loans.

Because the original fraud to Fan-
nie Mae was passed on to Ginnie
Mae, costs to Ginnie Mae ballooned.
By the time all was said and done, the
American taxpayer was defrauded out
of approximately $38 million. What
began as a mortgage fraud scheme
grew into a securities fraud scheme as
well.

Eventually, justice was done. In
2002, seven defendants associated
with First Beneficial were indicted.
All seven either pled guilty or were
convicted at trial.

Sentences ranged from one and
a half years’ imprisonment and $10
million restitution to 21 years im-
prisonment and $23.5 million in
restitution for the ringleader of the
scheme--the latter being one of the
longest sentences ever meted out for
a white-collar crime. More than $8
million in property, including a yacht
valued at nearly $1 million, were
seized and forfeited. The court recog-
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nized that such serious fraud deserved
substantial penalties.

In addition to the ringleaders, on
Feb. 15, 2005, the independent pub-
lic accountant who provided false an-
nual financial statements to Ginnie
Mae was sentenced to a year and a
day in prison. These false statements
allowed First Beneficial to sell pools
of mortgages to Ginnie Mae. I cite
this particular facet both to indicate
how such schemes tend to pull in
others, as well as to show that those
who choose to act as accomplices also
face severe penalties.

Fannie Mae agreed to forfeit First
Beneficial funds that it held, and on
April 7, 2005, through the U.S. Dis-
trict Court in Charlotte, North Caro-
lina, a check for approximately $7.5
million was issued to Ginnie Mae.
On June 15, 2007, a second check
for approximately $4.4 million was
presented by federal prosecutors to
Ginnie Mae. It represented the pro-
ceeds from properties that were for-
feited and sold as substitute assets for
part of the ill-gotten gains of the de-
fendants.

Some might say this case is about
a relatively small amount of money
when measured against the billions
invested in government-backed se-
curities. Others might maintain that
such fraud is merely the cost of doing
business. But you can see from the
severe sentences issued by the trial
court that the court viewed this case
as a very serious matter.

The full faith and credit of the
United States stands behind Ginnie
Mae and is the source of the integ-
rity of the program that investors rely
upon. The First Beneficial case ad-
versely affected the integrity of Ginnie
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Mae--and Fannie Mae--programs. It
was a red flag that something needed
to be done. It was imperative that our
office--with the strong and invalu-
able assistance of the Department of
Justice--aggressively investigate this
fraudulent scheme.

FHA

Ginnie Maes and Fannie Mae’s
problems in the First Beneficial case
originated in a bold loan origination
scheme. As with any waterside com-
munity, Ginnie Mae suffers from the
“downstream” effect of pollution--in
this case, the pollution of the MBS
pools by fraudulent mortgage loans.

The FHA, a major component
of HUD, is one of the largest home
mortgage insurers in the world, and
FHA-endorsed loans are the largest
source of pooled loans for Ginnie
Mae. FHA has served its role ably over
the decades. In recent years, however,
what may be called a paradigm shift
in mortgage lending practices has oc-
curred, with devastating impact on
FHA market share and its traditional
mission.

Conventional mortgage lenders,
both prime and subprime, offered fi-
nancing options and, to put it mildly,
relaxed underwriting guidelines that
cut deeply into FHAs target market.
FHA’s market share in terms of num-
bers of loans fell from 19 percent in
1996 to 4 percent in fiscal year 2007,
according to the Monthly Report to
the FHA Commissioner on FHA
Business Activity, with most of the
decline coming since 2001.

Over the last two years, FHA has
made changes to its operations to
increase efficiency in the processing
of loans for insurance endorsement.

Higher-performing lenders now can
endorse loans for FHA insurance
without prior review by FHA. FHA
appraisal requirements now mirror
those of conventional market ap-
praisals.

As a mortgage insurer, FHA pays
the ultimate cost for loans that go
bad. Lenders are made whole, but
FHA seldom recovers that cost in
reselling the properties to the pub-
lic. In fiscal year 2007, FHA lost an
average of 39 percent of each insur-
ance claim it paid, when sales costs
are netted against the payout to the
lender/claimant. This loss percentage
has been increasing in recent months.
With the recent dramatic increase
in FHA loan limits and falling real
estate values, the stakes have never
been higher for preserving the finan-
cial health of the mortgage insurance
program.

We recognize there are great chal-
lenges confronting FHA’s Single-
Family Insurance Program. New
initiatives may be warranted. These
initiatives, however, warrant sub-
stantial oversight and enforcement of
prudent mortgage lending practices
to prevent a recurrence of what we
are witnessing in the subprime mar-
ket today and what we saw in the sav-
ings-and-loan industry in years past.

It is most important that, in an
effort to widen acceptance and use
of FHA products, we do not throw
open the door to a new generation of
fraud. Companies such as First Ben-
eficial thrive in a comparatively un-
regulated framework.

MORTGAGE FRAUD
Just as First Beneficial’s activities be-
gan as a mortgage loan scheme and
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developed into a
securitiesscheme,

current mort-

8age
pose a threat to

the health of the

loan origination

schemes

process and gov-
ernment securi-
ties  programs.
It is important

that the

relationship

inter-

of B —_—
government-in-
sured loans and
government
mortgage-backed
securities be rec-
ognized, and that
fraud deterrence,
and
prosecution  be
undertaken with
this symbiosis in mind.

prevention,

Some long-standing fraudulent
schemes continue to operate, and
new schemes continue to develop.
Fraud groups and individuals con-
tinue to conspire--with or without
the borrower’s knowledge--to provide
materially false applications, docu-
ments, and statements. They do so to
obscure information that would oth-
erwise demonstrate that the borrow-
ers do not qualify for the loans they
seek or that the property does not
meet FHA insurance guidelines. In
some cases, such complicity operates
even within loan origination and real
estate brokerage staffs.

We are also seeing a trend with
organized groups in some parts of
the country to recruit illegal aliens to
purchase FHA-insured homes. Ille-
gal and undocumented aliens are not
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qualified to purchase FHA-insured
homes due to their immigration sta-
tus. As a result, this group is often
preyed upon by unscrupulous mort-
gage professionals who assist illegal
aliens in obtaining fraudulent and
stolen Social Security numbers, tax
documents, and employment docu-
ments.

Other schemes we frequently see
include:
* Appraisers valuing properties for
much more than they are worth;
* Lenders charging fees for services
that are not provided or are unneces-
sary;
* Real estate agents deceiving poten-
tial homebuyers about the property’s
condition;
* Borrowers duped into refinancing
their mortgages over and over un-
til the equity is completely stripped
from the property; and

Bl e B e s ot I B U S e T - T 'i".'lf'l"l""'l"r-"‘l.—"l: . 2

g d P— P = - e —
e g R Wy e ———  T—F & W w —% &k = -

* Stolen or purchased Social Security
numbers and/or credit histories used
to support loan applications.

Of particular concern currently is
“equity skimming,” a form of fraud
that exploits the homeowner facing
foreclosure and financial stress. How
is this done? The equity skimmer
typically offers to resolve the finan-
cial problems of the homeowner and
stave off foreclosure if the owner gives
up ownership or an ownership share
in the property. The homeowner usu-
ally agrees to pay rent to the equity
skimmer, who promises to make the
mortgage payments. The equity skim-
mer then pockets the rent and makes
no mortgage payments.

Because the equity skimmer’s
ownership interest is typically not re-
corded, the lender forecloses on the
homeowner. In some cases, the eq-
uity skimmer uses bankruptcy laws
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to temporarily hold off foreclosure,
while stripping equity from the prop-
erty through equity loans. And in
other cases, the equity skimmer will
even flip the property to either an
unsuspecting buyer or an accomplice
acting as a “straw buyer,” thereby ex-
tending the cycle of fraud. In the end,
the homeowner is out on the street--
with nothing.

Of course, flipping the illegal prof-
iteering on the purchase and quick
resale of homes continues to be of
concern. The illegality occurs when
parties to the transaction, such as the
seller, loan officer or appraiser, con-
spire to inflate the value of the home
and then pocket the excessive profits
at loan closing.

Such schemes are pernicious in that
they typically spread a pattern of cor-
ruption throughout the loan origina-
tion process, and tend to wreak havoc
on property values and the overall
condition of communities. Flipping
can also be a vehicle for a variety of
criminal endeavors, from gang activ-
ity to drug smuggling to money laun-
dering.

Yet another area of concern is FHA’s
Home Equity Conversion Mortgage
program, which allows homeowners
aged 62 and older to receive FHA-
insured payments from the equity in
their homes (commonly known as re-
verse mortgages). While the Office of
Inspector General has some concerns
about the long-term economic im-
pact of the program on FHA’ insur-
ance fund, our immediate concern is
to prevent, where possible, and inves-
tigate, wherever necessary, instances
of consumer fraud in which elderly
HECM payees are exploited or de-
frauded by criminals for the purpose
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of obtaining their equity payments, or
where equity payments are diverted to
unauthorized recipients. We believe it
is important to protect vulnerable se-
nior citizens from scams that seek to
steal their hard-earned equity.

Schemes like those I have outlined
here must be defeated to protect both
FHA’s mortgage insurance program
as well as to protect the “downstream”
securitization of loans by Ginnie
Mae.

FHA and the conventional mort-
gage loan industry remain susceptible
to fraud. The impact of this fraud
can be enormously detrimental to
the FHA insurance fund, the Ginnie
Mae securitization process and, just
as important, to honest lenders, bro-
kers, real estate agents, loan recipients
and entire communities that have
seen property values undermined by
widespread loan fraud.

GINNIE MAE

In its annual report for 2007, Gin-
nie Mae emphasized several key areas
of attention, including “promoting
FHA modernization” and “develop-
ing the Home Equity Conversion
Mortgage MBS.” Ginnie Mae noted
that it has “worked, and will continue
to work, closely with the FHA to sup-
port efforts at modernizing FHA loan
programs.”

While it is understandable that
Ginnie Mae might wish to support
FHA’s modernization initiatives, I
believe it must also maintain vigi-
lant and prudent practices and work
with FHA to ensure that only bona
fide loans are issued into Ginnie Mae
pools.

In the same annual report, Ginnie

Mae acknowledged it had defaulted

five single-family issuers during fis-
cal year 2007, representing more
than 1,600 loan pools and more than
$500 million in security balances at
the time of default. This is in addition
to two defaulted issuers in fiscal year
2006, and a more recent default of an
issuer in fiscal year 2008 with more
than $235 million in security balance
at the time of default.

While Ginnie Mae has an excel-
lent record in terms of account per-
formance, and while many issuers
have performed to the highest stan-
dards, these recent defaults, coupled
with the First Beneficial case, and
other allegations of issuer fraud have
prompted us to take a closer look at
Ginnie Mae issuers and the loans en-
tered into the Ginnie Mae pool. We
also have been reviewing the entire
loan-to-security process.

Even while our investigative and
audit work continues, in cooperation
with Ginnie Mae, we have already
found some areas of concern.

One of the major lessons of the
First Beneficial case is that uninsured
loans in Ginnie Mae pools pose a se-
rious financial threat to Ginnie Mae
and its investors. We have found that
Ginnie Mae allows pool issuers to
submit loans into MBS pools that are
in the process of obtaining FHA in-
surance. While Ginnie Mae views this
as an operational necessity, 12 USC
1721(g) requires that a loan must be
FHA-insured before it is added to the
MBS pool. We therefore believe Gin-
nie Mae needs to revise its practice of
allowing ineligible, uninsured loans
to be issued into MBS pools. Other-
wise, Ginnie Mae risks a repeat of the
First Beneficial scenario.

Although Ginnie Mae tolerates
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the submission of uninsured loans
into MBS pools, following the First
Beneficial case, it began to more ac-
tively monitor the insurance status of
loans in MBS pools. Following First
Beneficial, FHA and Ginnie Mae es-
tablished loan-matching processes to
determine whether loans purported
to be FHA insured are, in fact, FHA-
insured.

While this step helped to plug
the gap exploited by First Beneficial,
we have found that the data-match-
ing would benefit from a more robust
and rigorous review process directed
toward unmatched loans. In addi-
tion, we are also discussing with Gin-
nie Mae potential improvements in
the matching process for liquidated
and terminated loans. Strengthening
these processes is of paramount im-
portance.

As we saw in the First Beneficial
case, lack of timely oversight and de-
lays in addressing issuer deficiencies
led to greater losses. We intend to
work with Ginnie Mae to promptly
address delinquent loans--that is,
those that are past-due or in foreclo-
sure--in Ginnie Mae pools. Further-
more, we think it is very important to
deal effectively with issuers that have
demonstrated instability, or a failure
to meet or comply with program re-
quirements. A failure to play by the
rules might very well indicate more
serious misconduct.

So that issuers will not be under
any misconception as to the impor-
tance of honest and accurate infor-
mation when submitting loans for
Ginnie Mae securitization, we are
conducting a thorough review of all
the forms that issuers and other pro-
gram participants submit to Ginnie
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Mae to ensure they contain strong
and consistent certification language.
We think that the language on the
forms should include clear warnings
to those executing and submitting
them, informing them that failure
to provide true and complete infor-
mation may result in the imposition

of criminal and civil liabilities, sanc-
tions, and penalties, including fines
and imprisonment.

Issuer defaults pose a significant
exposure to Ginnie Mae, which is
required to take over and service the
MBS portfolios of the defaulted is-

suer. It is important to understand
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that when Ginnie Mae has defaulted
an issuer, Ginnie Mae becomes re-
sponsible for the continued servic-
ing of all loans in that issuer’s port-
folio. This has resulted in significant
exposure to Ginnie Mae, as Ginnie
Mae becomes responsible for non-
performing and defective—as well as
fraudulent--loans. Ginnie Mae thus
becomes responsible for the liquida-
tion of millions of dollars of defective
or delinquent loans from portfolios.
At one time not too long ago, such
potential losses could be shrugged off.
In a “hot” real estate market, rising
property values have allowed Ginnie
Mae to cover potential losses on such
loans. However, in a deflated or de-
pressed real estate market such as we
are currently experiencing, Ginnie
Mae will likely have to absorb these
losses. There is no doubt that Ginnie
Mae currently has adequate financial
resources to cover such contingencies;
however, over time, the value and in-
tegrity of the program will suffer.
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An important key to avoiding fu-
ture First Beneficials is timely notifi-
cation to law enforcement in cases of
potential or suspected fraud. We are
working closely with Ginnie Mae to
ensure that all instances of suspected
or potential fraud are investigated
promptly and fully. We also are mak-
ing certain that the appropriate use
of civil and administrative proceed-
ings, such as suspension and debar-
ment, are fully applied against issuers
that substantially fail to comply with
Ginnie Mae regulations or have been
found to have engaged in fraud.

We have made our concerns known
to Ginnie Mae and HUD, and we are
working with them to strengthen the
integrity of Ginnie Mae’s MBS pro-
gram. We have already undertaken
a joint training program involving
Ginnie Mae staff and Office of In-
spector General auditors and criminal
investigators. We also have formed
our own internal OIG task force to
address any future defaults of Ginnie
Mae issuers, so as to bring audit, in-
vestigative, and prosecutive assets to
bear in such situations.

The men and women of HUD
OIG are committed to maintaining
the integrity of all HUD’s programs.
We will aggressively pursue and pros-
ecute any and all atctempts to defraud
these programs. We cannot afford
more First Beneficials. &
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Croniger

“Over the next decade,
federal agencies will face
budget constraints while
managing a workforce
where 60 percent of the 1.8
million full time federal
employees are eligible to

retire.”
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z he Department of Defense

Office of Inspector Gener-
al, along with the rest of the United
States Federal Government,
unique workforce dilemmas in the
Over the next decade,
federal agencies will face budget con-

faces
near future.

straints while managing a workforce
where 60 percent of the 1.8 million
full time federal employees are eli-
gible to retire. (Ballenstedt, 2007).
How these two factors will directly
impact the DoD IG is not known;
however the DoD IG can position
itself for the future by exploring new
ways to attract and retain a quality
audit workforce.

The Deputy Inspector General for
Audit annually prepares an audit plan
to address current topics and areas of
interest within DoD. Given the high
level talent and concern, it was not
surprising that audit work has focused
on the initiatives laid out in the Pres-
ident’s Management Agenda; specifi-
cally, Human Capital Management
was addressed in three reports issued
in FY 2006 (Ugone, 2007). Further,
in 2001, Deputy Inspector General at
the time, Robert Lieberman provided
testimony before Congress on the na-
tional security implications of DoD’s
human capital management issues. In
this testimony, Mr. Lieberman stated
that this issue is of importance to our

agency because our work constantly
reinforces awareness that a properly
sized, well-trained and highly moti-
vated workforce is the best defense
against fraud, waste and mismanage-
ment.

The issue of human capital man-
agement was also included in the most
recent DoD 1G agency wide strategic
plan (DoD OIG, 2007). Our agency

objective is to:

“Build and sustain a diverse workforce
with the right skill mix, providing
equal opportunity for all, thus inspiring
by paradigm and fostering the vision of
‘one professional team” for the OIG.”

However, according to an internal
study (Liebowitz, 2006), over 20 per-
cent of DoD IG’s audit staff were eli-
gible to retire within five years and an-
other 40 percent had less than 4 years
experience on the job as of October
15, 2004. ‘This essay will explore
three potential options designed to
retain ODIG AUD auditors and rec-

ommend one as the best approach.

KEY PEOPLE AND
INSTITUTIONS

Retaining a quality audit workforce
for the DoD IG audit functions falls
within the subject area of human cap-
ital and workforce planning. Recent
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reports published on the current de-
mographic shift in the United States
by think tanks have raised the visibil-
ity of retention issues. Specifically,
Rand (2007) showed that because of
changing demographic patterns, the
annual national workforce growth
rate will slow to a nearly static 0.4
percent by 2010. The growth rate
is a culmination of several variables
including a 25 percent decline in the
birthrate and a trend toward earlier
retirement. These key trends affect
the size, make up, and skills of the
workforce available for employment
in federal agencies. This decline will
lead to a tightening of the workforce
and encourage employers to explore
new retention strategies.

The DoD IG agency itself is a ma-
jor player in managing its own work-
force strategies. The DoD 1G (2008)
has an entire directorate dedicated to
develop, implement and administer
human capital programs, the Human
Capital Advisory Services Director-
ate. The Directorate includes separate
divisions dedicated to talent acquisi-
tion, workforce relations and strategic
human capital. HCAS personnel in-
fluence the DoD IG’s human capital
management program by:

e Planning and implementing human
resource policies, instructions and
guidelines; and

e Advising supervisors, managers and
executives in all aspects of human
capital management.

Personnel from this directorate are
currently researching different reten-
tion strategies for audit. Any internal
management decision to implement
retention policies within ODIG
AUD will involve HCAS as it is their

responsibility to write and implement
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the formal policy memorandum.

THREE RETENTION
APPROACHES
In light of the current and immedi-
ate future of the available workforce,
it is imperative that the Deputy In-
spector General for Audit (Principal
Assistant Inspector for Audit) ODIG
AUD develop a plan to retain current
employees. Having spent a consider-
able investment to recruit and train
current employees, the agency must
next look to retain its workforce. The
organization currently offers numer-
ous benefits designed to retain em-
ployees. For example, sponsoring the
Georgetown Master’s program, reim-
bursing expenses associated with ob-
taining professional certifications and
retaining professional licenses, reim-
bursement for certain graduate and
undergraduate courses, and finan-
cial incentives for obtaining specific
degrees and certifications (Reardon,
2005). However, numerous other in-
centives available to federal agencies
have not been explored, such as relo-
cation bonuses,' retention incentives,
repayment of student loans, or offer-
ing part time positions to auditors.
This essay will discuss three po-
tential retention alternatives not cur-
rently utilized by the ODIG AUD:
retention incentives, re-payment for
student loans, and offering part-time
positions. Federal Law permits agen-
cies to use these (and numerous oth-
er) human resources tools to retain
their workforce as needed.

1 The DoD IG does offer one type of
relocation bonus: a relocation incentive is
paid to employees in the Qatar Field Office
for unaccompanied tours of duty lasting 6
months to 1 year (Gimble, 2007).

ANALYSIS OF EACH
ALTERNATIVE APPROACH

Retention Incentives

Paying retention incentives to fed-
eral employees is allowed under the
Federal Workforce Flexibility Act of
2004 (Public Law 108 411, October
30, 2004). These types of payments
were designed to aid federal agencies
in retaining high quality personnel.
In an ever increasing competitive
market for employees, this Act pro-
vides agencies the flexibility and au-
thority to address their human capital
needs.

Within ODIG AUD, the agency
could easily target a group of employ-
ees for retention incentives; the val-
ued employees that are most likely to
leave the agency for other employ-
ment. Recently, our agency has suf-
fered the greatest loss of employees at
our headquarters location. It is wide-
ly known that our agency’s retention
problems are less prevalent at field lo-
cations. Therefore, to best utilize re-
tention incentives, our agency should
specifically target those most likely
to leave by clearly identifying who
would qualify. Specifically identify-
ing workforce eligibility lends credi-
bility to the program and may lead to
better acceptance by all employees.

The agency must first determine
that a special need exists to retain cer-
tain employees, justifying a retention
incentive. The agency then must for-
mally outline its retention incentive
plan by identifying eligible groups of
employees that may leave federal ser-
vice. For example, ODIG AUD could
tailor its strategy to address specific
human resource needs by job catego-
ry and or geographic location so long
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as the plan is formally laid out. After
making these determinations, ODIG
AUD’s front office would identify
the specific implementation strategy
and gain buy in from management
and employees. The resulting plan
would then largely become a human
resources function of payment, man-
agement and records maintenance.

The cost impact of the program can
be managed by the agency because the
legislation allows customization. For
example, agencies can control who in
the workforce is eligible for the reten-
tion incentives by offering individual
or group retention incentives. Reten-
tion incentives provide an immediate
monetary incentive to employees that
may otherwise leave federal service.
It also provides the agency with a
valuable tool to utilize and customize
as needed. However, it does require
extra funding. Retention incentives
for groups of employees can be up to
10 percent the rate of basic pay. They
may only be paid to employees un-
der an official performance appraisal
receiving at least a “Fully Successful”
rating.

ODIG AUD can control the cost
impact through its implementation
plan by controlling the number of
qualified employees. For example,
they could require employees to com-
plete a certain length of employment
(i.e. 3 years) before being eligible for
the incentive. The plan could further
narrow those eligible by requiring an
“outstanding” performance rating.
The ODIG AUD would define how
long the employee must remain in
employment after receiving the in-
centive through a service agreement
signed by the employee. The service
agreement ensures that ODIG AUD
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employees remain in the agency for
enough time to reap the most ben-
efits from the plan.

Employment acceptance could be
enhanced through a properly planned
and

communicated implementa-

tion strategy. After determining who
would be eligible, the ODIG AUD
would need to provide the informa-
tion to employees. Because not ev-
eryone in audit would be eligible, in-
formation would need to be straight
forward and easily accessible. These
modes of communication would
make implementation and accept-
ability easier transitions for the work-
force.

Student Loan Repayment

Federal agencies can pay off thousands
of dollars in student loan debt by us-
ing a five year old benefit program
aimed to retain employees. The stu-
dent loan repayment program allows
for payments to eligible employees of
up to $10,000 a year with a $60,000
per employee lifetime cap.

Agencies are able to target its use of
the student loan repayment program
to meet specific workforce related
strategies. In order to implement a
program, ODIG AUD would need
to determine whether a student loan
repayment program would enhance
the agency’s ability to carry out its
mission. For example, the program
would be beneficial if ODIG AUD
determined that a student loan re-
payment program would retain em-
ployees that might otherwise leave
the organization. After identifying
the group of employees to target for
this benefit, the agency must formally
define and outline its plan

The student loan repayment pro-

gram can also prove to be quite costly
for agencies. ODIG AUD would
need to clearly define the eligible
population to mitigate cost concerns.
Further, the program demands close
monitoring to ensure payments get
to loan holders and that dollar limita-
tions are not exceeded. Another po-
tential downside to implementation is
making proper payments. Although
student loan payments are taxable in-
come to the employee, they are paid
directly to the lender. Consequently,
agencies need to clearly explain the
program to employees receiving the
benefit.

The difficulty with this program
is many employees do not have out-
standing student loans, and therefore
acceptance of the program may be
harder to reach than a more broadly
available retention incentive plan.
Similar to the retention incentive
plan, management would need to
clearly communicate that new reten-
tion tools such as student loan repay-
ments are needed to keep valued em-
ployees.

Part time Positions
Part time positions attract a pool of
potential employees currently un-
tapped by ODIG AUD. Increasing-
ly, women, older workers and those
with disabilities favor shorter work
hours. Although the DoD IG has
previously had some part time posi-
tions, they have never been offered to
auditors. Part time positions are cat-
egorized as “work life balance” initia-
tives; programs that fall into the work
life balance category are increasingly
desirable to many employees.

One work life program of-

fered at the ODIG AUD is a flexible
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schedule. Flexible schedules are avail-
able to auditors in accordance with
the Federal Employees Flexible and
Compressed Work Schedules Act of
1982. 'This Act afforded federal agen-
cies with a new tool to make its work
environments more family friendly.
ODIG AUD offers workday flexibili-
ties by allowing employees to control
their arrival and departure times and
to earn credit hours for work beyond
40 hours a week, which also can be
used to reduce time at work on an-
other workday. However, the agency
has never offered part time career em-
ployment opportunities to auditors.
Workforce eligibility for part time
positions would be determined by
the implementation plan adopted by
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ODIG AUD management. Legisla-
tion encourages agencies to consider
part time career positions to fill posi-
tions not traditionally open for such
arrangements. For example, offering
part time positions to managers and
supervisors would open an entirely
different resource challenge. ODIG
AUD would need to determine how
many part time positions to offer and
at what level in the organization.
Ultimately, eligibility and inter-
est would traditionally appeal more-

often to female workers® and those
with disabilities. For these reasons,
part time positions would appeal to
a smaller number of current ODIG
AUD employees. As a retention tool,
this may not appeal to the most val-
ued employees, or enough personnel
to justify the program for retention.
Further, due to its narrower appeal,
the program would be less accepted
by the general workforce.

The costs associated with part time
work schedules are largely in the ad-

2 A study by the Pew Research Center
found 60 percent of working mothers now
say that part time work is their ideal rather
than full time (Choi August 14, 2007).
However, this preference clashes with real-
ity: three quarters of working mothers have
full time jobs.

37



ministration of the program. Other-
wise, the proposal would actually save
the agency money. Part time posi-
tions as a retention tool may keep an
employee that can no longer work full
time from leaving the agency. Con-
verting former full time employees
to part time reduces agency costs by
eliminating recruiting costs and new
hire training requirements.

Offering part time positions as
a retention tool differs greatly from
the two alternatives discussed above.
Because part time positions have
never been available to ODIG AUD

auditors, implementation would
face numerous workforce acceptance
challenges while necessitating audit
supervisors to manage their resourc-
es in an entirely new way. For these
reasons, workforce acceptance is not
expected and suggests that part time
positions as a retention tool would
not be as effective as retention incen-
tive or student loan repayment pro-

grams.

RECOMMENDED
APPROACH - ENHANCED
RETENTION PROGRAM
Based on the comparison of the three
approaches against the chosen crite-
ria, the ODIG AUD should offer re-
tention incentives to retain personnel.
Although the organization currently
offers numerous benefits designed to
retain employees (such as, sponsoring
the Georgetown Master’s Program
and reimbursing professional certifi-
cation expenses) the current employ-
ment environment necessitates an ag-
gressive human capital management
strategy.

This essay evaluates three options
not currently in use and found that
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retention incentives were the most
sensible option. However, upon fur-
ther analysis it is recommended that
the organization may well use com-
binations of the alternatives. Specifi-
cally, that the ODIG AUD offer an
Enhanced Retention Program with
both retention incentives and student
loan repayments for qualified em-
ployees. Retention incentive and stu-
dent loan repayment programs share
much in common when considering
workforce eligibility, cost impact and
workforce acceptance.

An Enhanced Retention Program
utilizing both a targeted retention
incentive payment and student loan
repayments targeted to those valued
employees most likely to leave the
agency is therefore suggested as the
best option. Combining the alterna-
tives gives ODIG AUD the most flex-
ible program to target the most valued
employees by appealing to different
personnel. Specifically, the retention
incentive would most likely appeal
to the more senior staff because they
will be rewarded in addition to their
regular salary. This option allows for
direct payments to keep them from
changing jobs or considering retire-
ment. The student loan repayment
program would target the younger,
more junior staff because they are
more likely to have an outstanding
loan balance. If someone happened
to be eligible for both, they could be
asked to pick one.

The part time audit positions pro-
posal is eliminated mainly because it
is too dramatic of a departure from
current ODIG AUD work options.
It is also complicated to implement,
requiring numerous workforce deter-
minations and a considerable orga-

nization cultural shift. However, in
some form ODIG AUD may have to
consider alternative career patterns,
more work life programs and offer
even more flexible work schedules to
retain its workforce.

IMPLEMENTATION -
ENHANCED RETENTION
PROGRAM

An ODIG AUD Enhanced Retention
Program should be designed to retain
personnel who may otherwise leave
the agency. Further, a customized
approach could target the best and
brightest employees. Implementing
change in an organization will pres-
ent numerous challenges; therefore,
how the ODIG AUD implements its
approach to retain employees will af-
fect the programs success.

Step One — Check for Models

The ODIG AUD must first engage
the Human Capital Advisory Services
HCAS should contact
other federal agencies about their

Directorate.

retention incentive and student loan
repayment programs. The DoD al-
ready is a large proponent of these
programs; consequently our agency
needs only to contact other DoD
agencies. After consulting with dif-
ferent agencies, the ODIG AUD
must formally establish its Enhanced
Retention Program.

Step Two — Plan Review

Federal agency retention incentive
(OPM, Retention Incentives) and
student loan repayment plans (OPM,
April 2007) must be approved by
OPM prior to implementation.
ODIG AUD will first need to desig-

nate a group of officials to review and
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approve the program specifics. These
officials are critical to the ultimate
success of the plan. Further, because
they will control the program, these
officials need to demonstrate inde-
pendence in order to ensure work-
force acceptance. The pool of des-
ignated officials should encompass
senior management from as many of
the different divisions within audit
as possible as well as representatives
from Human Resources. For exam-
ple, the head of ODIG AUD, should
be part of this group, as well as other
representatives of the audit front of-

fice and directorates, and HCAS.

Step Three — Those Eligible

The ODIG AUD Enhanced Reten-
tion Program must include all of the
above elements. Identification of the
groups of employees who may receive
retention incentives or student loan
repayments will need extra attention.
ODIG AUD will have to narrowly
define the targeted category of em-
ployees (OPM, Retention Incentives
and OPM, April 2007)

ODIG AUD will also need to de-
termine that the unusually high or
unique qualifications or our special
need for these employees necessitates
payment of a retention incentive or
student loan repayment. One inter-
nal analysis concluded that because
our agency has high visibility and
highly experienced staff our employ-
ees are targeted by outside employ-
ers (HCAS DoD IG, 2008). Losing
highly experienced staff is especially
damaging because the agency has in-
vested numerous resources to increase
the employees experience and train-
ing levels. Of the 64 employees leav-
ing, 33 were in mid level positions,
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an area our management recognizes
as the hardest hit by attrition.

Step Four — Cost

After the group of eligible employees
is identified, ODIG AUD needs to
calculate the cost impact. The cost
impact needs to be weighed against
the desired results of the Enhanced
Retention Program. The agency has
been very forward with the need to
retain our highly skilled, experienced
auditors. In the past, ODIG AUD
has encountered budget restrictions
and management does not expect
big budget gains in the near future.
Therefore, to properly fund an En-
hanced Retention Program, the agen-
cy may need to reprogram funds.

Step Five — Acceptance

Now that the “who qualifies” question
is answered, ODIG AUD needs agen-
cy buy in for program success. With
any change, the best way to garner
acceptance is through proper com-
munication. If at any time employ-
ees feel they are being misled or are
not receiving accurate information,

acceptance of the policy change is
compromised. Therefore, the ODIG
AUD must effectively and thorough-
ly communicate its plan and its pur-
pose. 'The best way to do this is to
communicate often and early in the
process. Additionally, management
needs to show evidence that an En-
hanced Retention Program is needed.
If possible, the agency should com-
municate the number of employees
that have left the agency and the af-
fect on our audit products.

ODIG AUD upper manage-
ment also needs to support the policy
change. It would be a disservice to the
program if managers are not verbally
supportive. Management needs to be
committed to the change to make it
happen. A display of management
support will also lead to better accep-
tance by agency employees.

Step Six — Service Agreement

Remaining items to consider are the
terms included in the service agree-
ment. Serviceagreementsare required
in most cases for both retention in-
centives and student loan repay-
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ments, but especially when incentives
are targeted to a specific group of em-
ployees (OPM, Retention Incentives
and OPM, April 2007). The service
agreement specifies a service period,
the percentage rate and the timing of
payments (for retention incentives),
and amount paid (for student loan
repayments), among other pertinent
information. The agreement can also
specify conditions that if violated
would result in its termination (such
as, diminished employee performance
ratings). For these reasons, the ser-
vice agreement specifications are very
ODIG AUD manage-

ment should consider requiring mul-

important.

tiple “Fully Successful” rating periods
before an employee is eligible for the
program.

Additionally, implementing bi
weekly installments joined to the reg-
ular bi weekly salary payments would
ease implementation for retention
incentives. This approach would also
control costs because the retention
payments would automatically cease
if an employees basic pay ends. Con-
trolling costs for student loan repay-
ments is a more difficult task because
payments are made directly to the in-
stitution (OPM, April 2007).

Under both programs, the em-
ployee must reimburse ODIG AUD
for payments if the employee leaves
before the service agreement is satis-
fied; however, if employees leave for
another federal agency, reimburse-
ment is not required, but the ODIG
AUD plan should specify that all En-
hanced Retention Program payments
will cease.

CONCLUSION

The management of human capital
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at federal agencies has routinely been
among top management coNcerns.

This attention resulted in the need
for a strategic workforce plan that
retains highly qualified employees at
federal agencies.

Within the DoD IG, the audit
directorates at our headquarters loca-
tion in particular have experienced at-
trition rates that negatively affect the
agency. Current workforce trends are
also unfavorable, with an estimated
20 percent of the audit staff eligible
to retire within 5 years (Liebowitz,
20006). For these reasons, the ODIG
AUD should explore every option
available to retain its current audit
staff.

Two alternatives, retention incen-
tives and student loan repayments,
were combined into one Enhanced
Retention Program due to antici-
pated workforce eligibility and ac-
ceptance as the best possible strategy.
The Enhanced Retention Program of-
fers two different retention methods
that ODIG AUD can tailor to meet
agency goals in one plan. The imple-
mentation strategy puts forth a step
by step plan that takes into consid-
eration elements of retaining highly
qualified personnel in an equitable
manner where resources are most
likely to leave the agency.

The program will pay for itself
by building a more stable, highly
skilled workforce in place for the
years to come. Maintaining a qual-
ity audit workforce will work towards
accomplishing our vision statement:
“The Office of the Deputy Inspector
General for Auditing will support the
warfighter by providing valued audit
services to the Department of Defense
and Congress through an indepen-
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Written by The Honorable Brian D. Miller and Andrew Patchan Jr.

Oversight of a Major Procurement
Program: Mutiple Award Schedules




The Honorable Brian D.

W HIE

“Like many other
procurement programs, the
Multiple Award Schedules
program has increased
dramatically, from 5,000
contracts in the mid-1990s
to over 17,000 1n 2007,
and annual revenues
exploding from about $5
billion to over $35 billion
during the same time

period.”

n October 10, 2006, the

Deputy Attorney General
announced the formation of the
National Procurement Fraud Task
Force, which highlights the work of
OIG’s. At the same time, the Dep-
uty Attorney General announced
a major procurement fraud case,
United States ex rel. Hicks v. Peo-
pleSoft, Inc. et al., CV PJM-03-422
(D. Md. 2003), which settled for
$98.5 million and is the largest de-
fective pricing case under the GSA
Multiple Award Schedules.

General Services Administration
Multiple Award Schedules program
streamlines, leverages, and simplifies
procurement for the federal govern-
ment. In doing so, MAS saves tax-
payer money and government re-
sources. An underlying assumption
is that GSA will obtain the lowest
prices for government agencies. Be-
cause the government often is the
largest volume buyer, the government
should get the largest discounts for
its purchases. As a result, the MAS
program is the premiere program for
purchasing commercial items in the
federal government with sales of over
$35 billion per year.

The problem is that contractors
do not always fully disclose their pric-
ing practices. They may in fact give
discounts to other similarly situated

commercial customers, but not the
government, which is a large volume
buyer. When this happens, the GSA
contracting officer does not know
about the real prices and may negoti-
ate a price for the government that is
too high.

The GSA Office of Inspector Gen-
eral provides important oversight
of this program primarily through
preaward and postaward audits. These
audits check to see if the vendors of-
fering goods and services on the MAS
are really giving the government the
proper prices due to the volume of
purchases the government makes. As
the names indicate, a preaward audit
verifies prices prior to a government
contract or modification (extension),
while a postaward audit checks that
the terms and conditions are adhered
to after the contract is awarded.

BACKGROUND OF THE MAS
PROGRAM

Established under the Federal Prop-
erty and Administrative Services Act
of 1949, GSA has served as the fed-
eral government’s designated agency
for the procurement of goods and
services to more efficiently marshal
the government’s buying power. As
one of the primary centralized pro-
curement programs operated by

GSA, the MAS program makes a
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wide range of commonly used com-
mercial goods and services available
to federal agencies, under simplified
acquisition methods, such as office
furniture and supplies, personal com-
puters, scientific equipment, network
support, and laboratory testing ser-
vices through indefinite-delivery/in-
definite-quantity contracts.

The MAS program works on the
principle that if the vendor will grant
the Government the same favorable
pricing that it provides its best com-
mercial customers, the vendor may
be granted a contract without further
competition. In awarding
indefinite quantity con-
tracts to vendors under
the MAS, GSA contract-
ing officers can leverage
the federal government’s
volume purchasing power
across agencies to achieve
best value, as opposed to
an agency attempting to
drive the best bargain for
its individual procure-
ment. At the same time,
vendors can receive wider
exposure of their commer-
cial products and expend
less effort to sell their
products across agencies.
In administering the MAS
program, GSA is responsi-
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ble for ensuring that all procurement
regulations are followed.

Like many other procurement
programs, the MAS program has
increased dramatically, from 5,000
contracts in the mid-1990s to over
17,000 in 2007, and annual revenues
exploding from about $5 billion to
over $35 billion during the same
time period. Alarmingly, the ranks of
contracting specialists have only in-
creased from about 500 to 700. Thus
the average contracting specialist now
administers more than twice as many
contracts and more than five times

the dollars. While GSA has succeeded
with the MAS program in providing
federal agencies a readily accessible
procurement vehicle, GSA’s ability to
effectively administer the program’s
main purposes has been impacted
by a lack of contracting officers to
administer the increase in workload.

CONTRACTING RISKS

While many MAS vendors do comply
with MAS terms and conditions, and
offer the Government pricing similar
to their best commercial clients, some
vendors are not fully forthright in the

Fow
= Cunveos 340
SNty ¢ S —
wequirog Above. balaw (=
amy
ny ey

“=

““-'

A ———

O e P e |
Lme:

43



completeness or accuracy of their
disclosures. Vendors, at times, go to
great lengths to obscure their com-
plete sales and marketing practices,
making it essential that our audits
provide a comprehensive analysis.
We have seen an increase in vendors
taking advantage of the challenges
GSA faces in managing the MAS pro-
gram, and not fully complying with
MAS requirements, resulting in high-
er costs to the government and the
taxpayers. Several well-known cases
of contract fraud across government
have surfaced over the last several
years with the significant increase in
federal government contracting, par-
ticularly with the war on terrorism.

The NPFTF is focused on en-
hancing awareness of contract fraud,
identifying methods to provide more
oversight to ensure sufficient controls
are in place to protect against fraud,
and increasing prosecution of fraud
cases.

There has been some
discussion of reducing or
eliminating the GSA OIG
preaward audit program.
One key area of discus-
sion is the “price reduction
clause,” which operates to
reduce the price for the
government whenever the
company reduces the price
to similarly situated com-
mercial customers. In an
era of exploding informa-
tion technology sales and
reductions in the price
of IT equipment, goods,
and services, it is impera-
tive that the “price reduc-
tion clause” be effective,
in force, and monitored.
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IT products and services now make
up almost 50% of schedule sales. In
a market where hardware prices are
continuing to drop, it has been a
challenge to negotiate contract lan-
guage with vendors that will provide
the government with price protection
for price reductions for the vendors’
similar commercial customers over
the average 5-year renewal increments
of MAS contracts. In short, when
prices drop for other customers, the
prices for the government must drop
as well.

To make matters worse, the com-
plexity of the MAS procurement and
contracting processes have grown
considerably with the many changes
in federal contracting statutes, federal
acquisition regulations, and procure-

ment information notices, that have
affected the MAS program. Arguably
the most significant change over the
last several years has been the addi-
tion of services to the MAS program.

This addition represents particular
complexities because determining fair
and reasonable prices for professional
services can be difficult and involve
analyzing labor rates for a wide vari-
ety of skill levels. By contrast, ana-
lyzing the price of a commonly used
commercial item, such as a ball point
pen that is similar to many other pens
already on the MAS, would be much
more straightforward. Services now
comprise over 60% of MAS sales.

OIG AUDIT OVERSIGHT OF
THE MAS PROGRAM

The OIG Office of Audits has a
unique role in overseeing the MAS
program. Under our preaward au-
dit program, audit staff analyze the
vendor’s offered prices to obtain an
MAS contract or contract extension,
and determine whether the commer-
cial sales information provided by
the vendor currently, accurately, and
completely discloses sales data for
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the vendor’s sales with its commer-
cial customers. Leveraging the fed-
eral government’s volume purchasing
power across agencies into the MAS
discounts, GSA contracting officers
target the same or better pricing
granted to the vendor’s most favored
commercial customers taking into
consideration differences between the
MAS schedule and commercial terms
and conditions. In addition, the au-
dit staff analyzes whether the vendor’s
systems are adequate to ensure com-
pliance with the requirements of its
MAS contract.

In 2005 the Government Account-
ability Office reviewed the MAS pro-
gram and the role of OIG audits and
found that GSA should take addi-
tional steps through the use of avail-
able pricing and negotiation tools
-- particularly OIG preaward reviews
-- to save the government hundreds
of millions of dollars in the procure-
ment of goods and services. In re-
sponse to the GAO report, the Office
of Management and Budget directed
GSA to support additional preaward
reviews financially from fees it earns
in providing the MAS contracts for
agencies.

Under our postaward audit pro-
gram, audit staff analyze whether a
vendor has complied with MAS terms
and conditions, including whether:
 Agencies were billed the correct
prices under the terms of the vendor’s
MAS contract;

* Vendor personnel providing servic-
es to federal agencies complied with
the qualifications required under the
MAS contract; and

* Vendor reductions to its prices for
products and services under the MAS
contract are consistent with price
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decreases for its best com-

mercial customers used
as a basis for award of the
MAS contract prices.

Cases showing an egre-
gious lack of compliance
with these requirements
are referred to the Depart-
ment of Justice for prosecu-
tion under civil or criminal
fraud statutes.

The OIG’s MAS au-
dit program is managed
by senior auditors with
extensive experience and
understanding of the MAS
program and the Federal
Acquisition  Regulation.
Our audit staff uses so-
phisticated software pro-
grams that enable them to
review entire databases of
a vendor’s sales history to
identify

Through these analyses, our

non-disclosures.

audit findings on preaward audits
have a direct and significant impact
on helping the contracting officer
to negotiate and obtain better pric-
ing and savings for the government.
Sometimes the savings amounts to
hundreds of millions of dollars over
a vendor’s typical 5-year extension
of an MAS contract. Since 2004,
the OIG has issued an average of 60
MAS preaward audit reports annually
and identified nearly $800 million in
cost avoidance per year.

Similarly, audit findings on post
award audits have had direct and sig-
nificant impacts on recovering funds
from the vendor for overbilling, and
for prices that were not reduced for
the federal government despite de-
creases for the vendor’s best com-

mercial customers that are used as a

basis for MAS contract prices. Since
2004, we have identified almost $36
million per year on average in recov-
eries for the government. In 2007,
the Department of Justice achieved
the largest civil recovery in the his-
tory of the MAS program -- $98.5
million against Oracle/PeopleSoft for
misrepresenting its commercial pric-
ing in negotiations with GSA.

Our results have shown that for
the majority of contracts that the
OIG audits (over 60% in 2007), ven-
dors are not disclosing all commercial
pricing and offering the government
the best commercial pricing when
compared to similar commercial cus-
tomers. In addition, over one-third
of the contracts we audited show that
vendors are not passing on price re-
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ductions or maintaining adequate

sales monitoring and billing systems,
and in one-fourth of the cases, ven-
dors are overbilling the government
for products and services.

The GSA OIG is committed to
continuing to support and oversee
work on GSA’s MAS program, in
addition to our workload of audit-
ing GSA’s numerous other programs,
such as construction and leasing ac-
tivities for obtaining and maintain-
ing space for federal employees, the
agencies financial statements, and
the security of information technol-
ogy systems. Our results in cost sav-
ings and recoveries under the MAS
program have been an important
contribution toward improved GSA
operations.

CONCLUSION

The historic and legislative founda-
tion for GSA and the MAS program
clearly specify a primary GSA mission
to leverage the government’s volume
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purchasing power to bring about the
best prices for products and services
for federal agencies. GSA continues
to face challenges in carrying out
this function, and has additional op-
portunities to drive down prices for
goods and services for federal agen-
cies.

The OIG focuses its resources on
those areas representing greatest risk.
We will continue to concentrate on
supporting and overseeing the MAS
program toward achieving the pro-
gram goals of achieving economies
and efficiencies for federal procure-
ment of goods and services, and sav-
ings for the taxpayers, for which GSA
was legislatively established. &
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“In April 2008, Social
Security Administration
Office of Inspector General
agents and other task force

participants arrested the
fugitive, who was wanted
on a $50,000 bond after
assaulting and injuring his
girlfriend and stealing her
car as he fled the scene.”

hree decades ago, Luis Vega
shot and killed a man after
a bar fight on Chicago’s South Side.
He then fled to Puerto Rico and
evaded capture until 2003, after he
applied for Supplemental Security
Income and Disability Insurance
benefits at a Social Security Admin-
istration office in New York.
That application ensnared Vega
in the Fugitive Felon Program, a
joint effort by SSA and its Office of
the Inspector General to identify So-
cial Security beneficiaries who have
outstanding felony arrest warrants
or who are parole or probation vio-
lators. During the past decade, the
FFP’s efforts have identified 414,000
individuals who otherwise might re-
main at large, potentially a danger to
society.

In this instance, Vega was arrested
in 2004 by an SSA OIG special agent
and the Chicago Police Department
and was subsequently convicted in
April 2008 of first-degree murder for
the 1971 slaying. He is awaiting sen-
tencing.

HISTORY OF THE FUGITIVE
FELON PROGRAM

The Personal Responsibility and
Work Opportunity Reconciliation
Act of 1996, commonly known as the
welfare reform law, contained a pro-

vision prohibiting fugitive felons and
parole or probation violators from re-
ceiving SSI, as well as various other
federal payments, and providing for
the sharing of information from fed-
eral records with law enforcement
agencies to facilitate fugitives’ appre-
hension. In introducing the legisla-
tion that would ultimately become
the fugitive felon provision, Senator
Rick Santorum articulated his vision
for the new law:

. with the reality of fugitives re-
ceiving public assistance, it makes
sense to provide police access to wel-
fare records that indicate the where-
abouts of wanted individuals. . .The
bill permits access by law enforce-
ment to information when a war-
rant is produced, and it is found that
the individual is receiving benefits.
Someone who is not a fugitive felon
would remain fully protected from
such inquiries under the Welfare Pri-
vacy Act.”!

To enforce this provision, SSA
and its OIG designed from scratch
a program for obtaining active war-
rants from law enforcement agencies
across the country, matching fugi-
tive names with SSA records, notify-
ing law enforcement of the fugitives’

1 Santorum, Rick. United States Senate.
Congressional Record — Senate. “Fugitive
Felons and Welfare Reform.” March 22,
1995, pp. S4383-54386.
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whereabouts, and suspending SSI
payments to confirmed fugitives.

In its embryonic stages, SSA
OIG special agents visited local law
enforcement agencies in person to
request outstanding warrants. One
by one, the agents would input the
personal identifying information of
the wanted fugitives into SSA’s data-
bases to determine if the wanted in-
dividual was receiving SSI. If so, the
agents opened a case, provided in-
formation about the location of the
wanted individual to the warrant-is-
suing law enforcement agency and
joined that agency in tracking down
and arresting the fugitive. The OIG
would then refer the fugitive to the
local SSA field office to initiate the
process of suspending SSI eligibility
for the period of time the warrant
was active.

This process, while effective, was
also inefficient, slow, and cumber-
some. The allocation of resources to
this fugitive workload began affect-
ing the OIG’s ability to accomplish
its primary mission of protecting
SSA’s programs and operations—a
broad responsibility encompassing
not only the world’s largest social in-
surance program, but also the then-
emerging phenomenon of identity
theft. In addition, the work-hours
required for each individual fugitive
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necessarily limited the scope of the
program—leaving many fugitives at
large.

AUTOMATION INCREASES
PROGRAM’S EFFECTIVENESS
From 1999 to 2000, in order to help
the agency jump-start its efforts to
comply with the 1996 mandate, the
OIG completed Memoranda of Un-
derstanding with the United States
Marshals Service, the FBI, and the
National Crime Information Cen-
ter. On the agency side, SSA entered
into computer matching agreements
with many state and local authorities
to obtain their warrant information,
since no truly comprehensive nation-
al warrant database yet exists.

To date, 17 states and four coun-
ties/municipalities have entered into
agreements and submitted warrant
files to SSA. The states include Cali-
fornia, Alaska, New York, Delaware,
Tennessee, Ohio,
New Jersey, Washington, Illinois,

Massachusetts,

Pennsylvania, Maryland, Oregon,
Michigan,
and Wisconsin; and the counties/
municipalities include New York
City; Philadelphia; Baltimore Coun-
ty, Maryland; and Montgomery
County, Pennsylvania.

As the Fugitive Felon Program
evolved, the OIG worked with SSA

Connecticut, Arizona,

Michael \\

McGill |

to more fully automate the processes
involved with obtaining warrants
from law enforcement, matching
fugitives with SSA records, notify-
ing law enforcement of the fugitives’
whereabouts, and suspending pay-
ments. Over the years, automation
was added at every possible step to
increase efficiency. In a September
2002 report’ on implementation of
the fugitive felon provision, GAO
acknowledged that SSA and its OIG
were leaders in this effort:

“Meanwhile, the Office of In-
spector General in the SSI and Food
Stamp programs have frequently
taken the lead in both responding to
and facilitating arrangements with
law enforcement for file matches to
identify and apprehend fugitive fel-
ons. To date, about 110,000 benefi-
ciaries have been identified as fugi-
tive felons and dropped from the SSI,
Food Stamp, and TANF rolls. Many
have been apprehended. Computer-
ized file matching has been respon-
sible for the identification of most of
these fugitive felons.”

However, GAO recommended
even further automation of the FFP
and more ageressive efforts to iden-

2 GAO-02-716, “Implementation of Fugi-
tive Felon Provisions Should be Strength-
ened.” Government Accountability Office,

September 2002. http://www.gao.gov/new.
items/d02716.pdf
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tify fugitive felons on SSA beneficiary
rolls. In October 2002, the OIG cre-
ated a Warrant Processing Center at
its headquarters, in order to central-
ize and speed operations and relieve
the administrative burden on OIG
field divisions. The WPC assumed
responsibility for processing all fugi-
tive cases except those generated in
the field divisions through referrals
from local law enforcement. The
WPC also instituted a policy of veri-
fying 100 percent of all fugitive war-
rants referred to SSA for suspension
purposes, to ensure that the warrants
were valid, still active, and involved
the actual individual whose personal
information was reported.

EXPANSION OF THE

FUGITIVE FELON PROGRAM
The FFP’s
dramatically with each effort to au-

effectiveness increased

tomate and expand the process. For
example, 2,135 fugitive felons or pa-

role/probation violators were arrested

in 2001 as a result of FFP efforts; in
2002, the number more than doubled
to 5,285.

Based on SSA’s well-documented
success with regard to SSI recipients,
the Congress showed its enthusiasm
for the idea of ending government
entitlements for fugitive felons by
adding a similar provision to legisla-
tion affecting the Department of Vet-
erans Affairs. By enacting Public Law
107-103, Congress made fugitive fel-
on veterans ineligible for VA benefits.
In addition, the legislation mandated
that the Secretary of VA enter into
agreements with law enforcement
agencies to obtain warrant informa-
tion on a grand scale following SSA’s
pioneering methods, so that as many
fugitives as possible could be appre-
hended and their benefits suspended.

Shortly thereafter, the Congress
expanded the original 1996 fugitive
felon provision further to prohibit
payments to Old-Age, Survivors, and
Disability Insurance beneficiaries in
the Social Security Pro-
tection Act of 2004. Also
included in the new pro-
hibition were representa-
tive payees—those who re-

1997 232 2 ceive payments for SSI and
1998 1,563 299 O?SDI beneﬁcia}iies un-
able to manage their own
1999 | 7,426 1,553 . 5
2000 13,856 1,030 In response, the OIG
2001 22,528 2,135 created the Fugitive En-
2002 45,252 5,285 forcement  Division to
2003 38,447 6,555 handle the substantial
2004 51,735 6,170 workload increase brought
about by the new legisla-
2000 SR 10,238 tion. Th}; new divisiof was
2006 73,472 11,555 headed by a special agent-
2007 90,089 12,319 in-charge, and consisted of
Total 414,497 59,141 approximately 20 employ_
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ees tasked with processing all fugitives
nationwide, again with the exception
of those cases generated in the field
division based on referrals from lo-
cal entities. The new FED developed
policies and procedures to handle the
new OASDI and representative payee
workload; it also automated more
of its processes with assistance from
SSA’s Ofhce of Telecommunications
and Systems Operations.

Most recently, the SSA OIG has
reorganized to more efficiently ad-
dress the current FFP workload. The
new Allegation Management and Fu-
gitive Enforcement Division is locat-
ed within the OIG’s Office of Tech-
nology and Resource Management,
in recognition of the central role of
technology in the warrant verification
process.

CURRENT FFP PROCESS AND
THE OIG'S ROLE

The current FFP process is almost
entirely automated and is constantly
being refined to reduce errors and du-
plication of effort. In the first step,
federal, state, and local jurisdictions
send warrant files to SSA. Most ju-
risdictions only send information
regarding felony warrants, but some
continue to send all of their outstand-
ing warrants. For those, SSA uses an
OIG-developed program to remove
all misdemeanor warrants from the
file before proceeding.

Before matching warrants against
beneficiary rolls, SSA first processes
the data through its Enumeration
Verification System, to ensure that
the incoming name, date of birth,
Social Security number, and gender
could be attributed to valid SSA re-

cords. Historically, most incoming
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warrant records are discarded during
the misdemeanor and EVS screening
processes.

The remaining warrants are then
loaded into the Fugitive Felon SSA
Control File, a computer system SSA
developed in 2005 to electronically
process, manage, and track FFP data,
and the data is matched against OAS-
DI, SSI, and representative payee re-
cords.

SSA sends confirmed matches elec-

tronically to the OIG, and we upload
them into our National Investigative
Case Management System, where we
first screen out any warrants received
in prior months. OIG program spe-
cialists, assisted in some instances by
FBI analysts, then contact the war-
rant-issuing agencies to provide loca-
tor information and to verify that the
warrants are valid and still active. The
warrant-issuing agencies are given 60
days to apprehend the fugitives based
on the information provided.
Each week, OIG sends to SSA a single
file containing fugitive SSI, OADSI
beneficiaries, representative payees,
and parole or probation violators for
whom warrant dispositions have been
received during the previous week.
Finally, SSA notifies the individuals
of their due process rights, and even-
tually takes action to suspend benefits
and/or assess overpayments.

Throughout the process, the SSA
OIG acts as liaison between SSA
and local law enforcement authori-
ties. Since the inception of the FFP,
we have verified warrants and pro-
vided locator information to those
local authorities. As the program has
evolved, we have limited our active
involvement in the apprehension of
these fugitives to those wanted for
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the most egregious offenses—for ex-
ample, murder, rape, and aggravated
assault. When appropriate, SSA OIG
agents will offer assistance to and par-
ticipate in joint investigations with
local law enforcement to locate and
apprehend these egregious felons.

In one recent example, the FFP
identified a man wanted for assault
and car theft in the Seattle area. The
Allegation Management and Fugi-
tive Enforcement Division at OIG
headquarters referred the case to both
SSA, for suspension of his SSI pay-
ments, and to the OIG office in Se-
attle. Special agents there made the
decision to open a joint investigation
with the Pacific Northwest Fugitive
Task Force, which is led by the U.S.
Marshals Service and includes mul-
tiple local law enforcement agencies.

In April 2008, SSA OIG agents
and other task force participants ar-
rested the fugitive, who was wanted
on a $50,000 bond after assault-
ing and injuring his girlfriend and
stealing her car as he fled the scene.
Although the SSI  overpayment
amounted to only $4,555, the Seattle
community is well served by our ef-
forts to ensure that he will be held ac-
countable for the charges against him.

LEGAL CHALLENGES
Unfortunately, the program’s success
has not shielded it against controver-
sy. On the contrary, as more crimi-
nals are caught through our data-
sharing efforts, they are challenging
our authority to share their personal
information with law enforcement
and questioning the legislative lan-
guage that created that authority.
One such challenge began when
SSA suspended payments to Felipe

Fowlkes, an SSI recipient since 1997,
based on two outstanding felony ar-
rest warrants from Virginia. Previ-
ously convicted of assault and sex
crimes, Fowlkes had been indicted in
1999 for voter fraud and felony theft
but had fled to New York. Although
Virginia authorities refused to extra-
dite him, SSA suspended Fowlkes’
SSI payments in 2000 retroactively to
September 1999 because of the two
outstanding warrants.

In his civil lawsuit against SSA,
Fowlkes claimed that he should be
exempted from the ban on SSI eligi-
bility because he was not aware of the
outstanding warrants, and therefore
had no intent to flee justice. On ap-
peal, the Second Circuit U.S. Court
of Appeals (with jurisdiction over
Connecticut, New York, and Ver-
mont) held that the mere existence
of an outstanding arrest warrant does
not necessarily mean that an individ-
ual is “fleeing to avoid prosecution,”
as stated in the fugitive felon provi-
sions.

The court stated that “fleeing” is
commonly understood to mean the
conscious evasion of arrest or pros-
ecution, and that to suspend benefits,
the agency must first have evidence
that the individual knows that he is
wanted.

Although we continue to believe
that anyone who has an outstanding
felony warrant is a fleeing felon re-
gardless of their knowledge or intent
to evade capture, SSA and the OIG
are bound by the Court’s decision in
the Second Circuit. Various propos-
als for potential changes to the rel-
evant FFP regulations and/or legisla-
tion remain under consideration.

Meanwhile, in the three states
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comprising the Second Circuit, the
FFP is sharing data and suspending
benefits only with regard to parole
and probation violators, who are by
definition aware of the outstanding
judicial proceedings against them.
However, a legal challenge on this as-
pect of the fugitive felon provisions
is underway in the Second Circuit
as well. SSA is currently awaiting a
decision in another civil action which
may have further implications for the
FFP in the Second Circuit.

In the face of these legal challeng-
es, the FFP has received support from
the general public as well as in some
notable media coverage.

In March 2008, the St. Louis Post-
Dispatch ran a series of investigative
articles on the issue of extraditing
fugitives. 'The series highlighted the
data-sharing and apprehension ef-
forts of both SSA and VA. The FFP
was depicted favorably, with multiple
instances cited in which our efforts
led to the apprehension of potentially
violent felons.

Asa counterpoint, several cases were
featured in which local authorities de-
clined to extradite fugitives once the
SSA OIG had provided them with lo-
cator information, and the individual
had subsequently committed addi-
One of those
cases was that of Felipe Fowlkes, the
man who successfully challenged the
fugitive felon ban on benefit eligibil-
ity in the Second Circuit.

Three months after SSA suspended
Fowlkes’ SSI payments based on the
outstanding Virginia warrants, he
robbed a woman at gunpoint and
was sent to prison in New York. Af-
ter his release from prison in 2003,
he moved to Massachusetts, where he

tional violent crimes.
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is currently incarcerated for raping a
15-year-old girl.?

TOWARD THE FUTURE

Despite recent challenges, the FFP
has continued to carry out its mission
as designed by the Congress in 1996
and 2004. In Fiscal Year 2007, more
than 14,000 individuals were appre-
hended as a result of FFP efforts, and
more than 65,500 since the program’s
inception. While all felons (with the
exception of the Second Circuit) are
subject to the ban on benefit eligibil-
ity, we have increasingly focused our
active apprehension efforts toward
those who have committed egregious
felonies, in recognition of the need to
protect the public from these violent
offenders.

SSA and its OIG continue to work
together to address legal challenges,
adjust to judicial decisions, and con-
sider implications for the future of
this program, which we consider one
of our most notable achievements.
We believe that the FFP in its current
form serves not only a valid public
policy function—ensuring that pub-
lic funds do not assist fugitives in
their flight—but also a valuable pub-
lic safety function by protecting local
communities from those sought by
other jurisdictions for crimes previ-
ously committed. #

3 Virginia’s declination to extradite Fowl-
kes was a factor in the Court’s decision in
Fowlkes v. Adamec. The Court reasoned
that since a felon had been located, and the
warrant-issuing agency was not planning
to extradite in order to bring him or her to
justice, he or she could hardly be said to be
“flecing.” 'This series of articles was sharply
critical of law enforcement’s willingness to
let violent offenders who had been located
remain on the streets to commit additional
violent crimes.
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Daniel

D’Ambrosio

“The NCIS policies

are reflective of an
organization that is
dedicated to successfully
achieving mission
requirements while maRing
every effort to meeting its
employees’ needs, values

and desires.”
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he Naval Criminal Investi-

gative Service, has entered
an era of great change and tremen-
dous challenge. NCIS, conducts
critical missions in a post 9/11
world.

These missions have become more
critical than ever. America and its
military forces continue to proliferate
and evolve. Standing between global
threats and the people are the assets
and institutions of the United States
Navy and Marine Corps. Theyinclude
highly trained and effective teams of
special agents, investigators, forensic
experts, security specialists, analysts,
and support personnel. NCIS civilian
personnel support the Department of
the Navy throughout the world in
diverse combat and non-combat mis-
sions. NCIS is unique within DOD;
as it derives its authority through
charter to cover not only law enforce-
ment but also counterintelligence,
counterterrorism, force protection,
personnel and information security,
and cyber investigations.

NCIS “expeditionary” missions
have expanded which require transfers
and regular deployments. These re-
quirements will only increase to sup-
port fleet operations in foreign areas
such as Iraq, Afghanistan, the Horn
of Africa, Kuwait, and Guantanamo
Bay. It is anticipated that NCIS will

also assist the newly established AF-
RICOM and Riverine Squadron One
to field-test concepts for NCIS sup-
port to special operations forces and
Navy Expeditionary Combat Com-
mand in the future. Moreover, col-
lection activities with the strategic in-
tent to “prevent, protect, and reduce”
terrorism and crime, will be based in
field offices in the Middle East, Sin-
gapore, Far East, and Europe.

NCIS POLICIES

Current NCIS policies address the
many unique issues, challenges and
benefits facing the Special Agent po-
sition within the NCIS career track.
Career development, mobility, and
personnel related matters are system-
atically reflected in detail within the
Special Agent Career Program. The
NCIS Mobility Program is a sub-
component within the Career Pro-
gram. The Mobility Program insures
that NCIS maintains a flexible work-
force prepared to respond to mission
requirements worldwide. In addition,
the program addresses circumstances
surrounding mobility for both su-
pervisors and non-supervisors. It also
addresses the many exemptions from
the mobility policy, which includes,
but is not limited to supervisors in
their first supervisory positions, those
serving in headquarters assignments,
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and assignments to the Contingency
Response Field Ofice. CRFO’s pur-
pose is to develop and sustain the
capability to rapidly deploy trained
and equipped personnel in support
of various validated missions, and
humanitarian issues. Also, mobility
exemptions may be given to those
personnel assigned to their initial
NCIS assignment and those within
two years of retirement. Moreover,
the policy also affords exemptions for
those who have served a successful
afloat deployment, and a “5-Year Ex-
emption” for those who have execut-
ed a minimum of three PCS moves,
one of which is a Critical Readiness
Office, and/or three Temporary Duty
deployments to Iraq, Afghanistan or
Horn of Africa for a period of at least
90 consecutive days.

The NCIS policies are reflective
of an organization that is dedicated
to successfully achieving mission re-
quirements while making every effort
to meeting its employees’ needs, val-
ues and desires. Furthermore, these
policy processes are intended to cre-
ate a favorable work environment in
order to recruit, attract and retain a
highly skilled 21st century workforce.
The current mobility policy addresses
those individuals who volunteer and
are selected for positions, and those
selected transfers that occur as a result
of a lack of volunteers or the filling of
vacant positions.

However, the policy does not pro-
vide a mobility template relative to an
individual’s career progression. While
the policy affords many benefits, it
lacks clarity because it is process driv-
en and not predictable and consistent
in the agent selection and assignment
process relative to an individual’s ca-
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reer track. (NCIS Mobility Policy,
n.d. Chapter 13)

IDENTIFICATION AND
ANALYSIS OF ALTERNATIVE
APPROACHES

Potential alternative approaches to
create a strategy that promotes mo-
bility within the organization with-
out having to compel personnel to
transfer, while still meeting mission
imperatives include; seeking ad-
ditional benefits and incentives for
those deploying and/or transferring,
for example; legislating virtual local-
ity pay and tax-free combat zone pay,
creating managed career paths within
specialties, such as the FAO Program,
Cyber, Technical Services, Polygraph,
etc, using mobility zones, and; insti-
tuting a 5-year plan for all new special
agent employees. The criteria used to
evaluate the proposed alternatives
merits are: efficiency, flexibility/sus-

tainability, and political acceptability.
That is, does the idea create an efhi-
cient NCIS Mobility strategy that
remains flexible enough for internal
and external changes? Is it sustainable
throughout the organizations 5-year
plan, and politically acceptable both
within NCIS and to our external
stakeholders?

Alternative 1: Additional Benefits
and Incentives for Those Deploying
and/or Transferring

Federal civilian employees, to in-
clude NCIS personnel, continue to
make enormous contributions to
the Navy Total Force in both current
contingency operations and serv-
ing throughout the world at overseas
bases. One way to encourage mobil-
ity within the organization is to seek
benefits such as Overseas Compara-
bility Pay Adjustment or as it is com-
monly referred, “Virtual Locality Pay’
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and ‘Federal Employee Combat Zone
Tax Parity’ similar to those received
by DOS employees and military ac-
tive duty personnel. As such, NCIS
should research opportunities to ad-
vance both these legislative interests
with the appropriate responsible

DOD components and also leverage
the NCIS Office of the Communica-
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tions Directorate who has developed
significant relationships and expertise
concerning the legislative process. By
utilizing the Navy Legislative Fellow,
NCIS may petition members of Con-
gress to sponsor legislative bills in
support of these additional benefits
and incentives.

Virtual Locality Pay: In 2003, H.R.

1646 was passed into law and grant-
ed the DOS computation of For-
eign Service retirement annuities as
if Washington, D.C., Locality-Based
Comparability Payments were made
to Overseas-stationed Foreign Service
Members. In short, ‘Virtual Local-
ity’ as it came to be known, benefited
DOS employees who are assigned
overseas. Under the law, annuity com-
putation for basic salary or basic pay
of any member of the DOS Foreign
Service whose official duty station is
outside the continental United States
shall be considered to be the salary or
pay that would have been paid to the
member, had the member’s official
duty station been Washington, D.C.
This would include locality-based
comparability payments. Virtual lo-
cality pay became significant for those
employees serving overseas and wish-
ing to retire at the end of their tour.
Currently, NCIS employees who are
assigned overseas lose their stateside
locality pay for the duration of their
tours, and, as a resulg, if they are go-
ing to retire after their tour, they will
calculate their annuities based on a
lower high-three than if they were
CONUS (High three is the highest
average annual pay produced by the
employee’s basic pay rates during any
three consecutive years of service).
The major impediments to this
alternative approach are political ac-
ceptability and efficiency. There is
the realization that money for fed-
eral salaries and benefits always will
be in high demand from other quar-
ters. As a result of the maelstrom of
competing interests, the enormity of
issues such as the Iraq war and health
care guarantees that no single issue
will get the attention it needs. The
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associated costs in increased federal
pensions and the loss of tax revenue
may make this alternative difficult to
implement.

Alternative 2: Creating managed ca-
reer paths using mobility zones

NCIS should seek to create man-
aged career paths for each of its ma-
jor Counterintelligence, Counterter-
rorism, and Criminal Investigative
Directorates. These managed career
paths would mirror the current Cy-
ber, Technical Services, Polygraph
and the Foreign Area Officer special-
ties within NCIS. The managed ca-
reer paths would include individual
mentoring programs, tailored indi-
vidual development plans, leadership
development programs, mandatory
training courses, and clear mobility
expectations within each of the career
paths. This would be true for both
the journeyman and management
levels. Each career path will iden-
tify key positions that meet critical
mission requirements, joint service
requirements, and positions best
suited to meet employee professional
growth and career path requirements.
These managed career paths will drive
the NCIS human capital processes by
defining workforce development pri-
orities within each program.

In addition, NCIS should also
consider mobility zones as a tool to
enhance orderly process of agency
staffing requirements. This tool will
meet agency prerogatives in filling
critical positions while maintaining
a stable policy for agents to project
potential moves at specific tenures of
their careers. In 2005, an executive
working group was created to address
the management of deployable assets
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within NCIS. Mr. Thomas Fischer,
NCIS Assistant Director for Inspec-
tions (retired) was the chairman of
the group. Mr. Fischer served as a
Special Agent for 23 years before re-
tiring in 2000.

He served in executive positions
at NCIS Headquarters, overseas of-
fices and he served in contingency
environments. Currently, Mr. Fischer
serves as the Special Assistant to the
NCIS Deputy Director for Opera-
tions. According to him, the working
group proposed five mobility zones,
which would be created for each stage
of an individual’s career path.

Each zone would cover a specified
period of time in an employee’s career,
for example: Zone 1 would cover the
first two years; Zone 2 would cover
year’s three to ten; Zone 3 covers elev-
en to fifteen; Zone 4 covers sixteen to
twenty until an agent reaches Zone 5,
which is 20 or more years of service.
Within each of the respective zones,
personnel can be subject to one non-
requested mobility assignment to
fulfill those unfilled vacancy require-
ments at critical offices.

For supervisory positions, employ-
ees can expect accelerated mobility
requirements, with specific mobility
zones. Following the working group
recommendation, NCIS did not im-
plement the proposal as policy.

The major impediments to this
alternative are political acceptability,
flexibility and sustainability. Mobility
zones pose several unintended con-
sequences, both for employees who
view early career paths as a limit to
their professional growth and op-
tions, and also as a result of the vast
NCIS mission requirements and im-
mature internal processes.

Alternative 3: Special Agent 5-year
New Hire Plan

NCIS could create a 5-year plan for
all newly hired special agents. This
5-year plan would create a clear path
of assignments for an employee’s first
five years with NCIS. Once hired,
employees would first serve their two-
year probationary period in one of
several NCIS training offices before
being assigned to a three-year follow-
on assignment in a validated NCIS
critical fill office. All newly hired Spe-
cial Agents would accept positions
knowing when, where and for how
long they would be expected to serve
before being considered for a transfer.
For the organization, the most impor-
tant aspect of this alternative is that
it would create a standard culture of
mobility throughout the service.

The impediment to this alterna-
tive is less flexibility for the organi-
zation. However, the numerous ben-
efits of this alternative outweigh this
one impediment. Designed properly,
this alternative provides the means to
adapt to future changes in mission re-
quirements, organizational structure,
leadership philosophies and unfore-
seen budget constraints. This alterna-
tive is broad enough to provide flex-
ibility for management prerogatives
while maintaining a stable policy for
agents.

PREFERRED APPROACH
(RECOMMENDATION)

Creating mobility zones and man-
aged career paths within each of the
respective NCIS programs also has
some merits with regards to a sustain-
able mobility policy. The benefits of
such an alternative favor the organi-
zation in that it provides the ability
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to move the workforce using mobil-
ity zone templates and career paths
for each of the major disciplines.
However, for the alternative to work,
it would require a significant cultural
shift from a solely volunteer pro-
cess to one where employees may be
placed based on skill sets and where
they fall within the mobility zones at
given times. As a result, this alterna-
tive is the least recommended. Mobil-
ity zones and career paths may offer
employees an idea when mobility is
expected; however, it leaves employ-
ees with less control over their ca-
reers. Secondly, career paths are least
desirable for employees wishing to
diversify within the many NCIS mis-
sions and functions. Career paths for
specialties are recommended, as well
as for those secking management and
leadership positions. In addition, it is
important to provide specific training
and advanced educational opportuni-
ties within career path specialties and
leadership positions. These additional
training and educational opportuni-
ties will provide the necessary incen-
tives to sustain a mobility policy.
Based on the evaluation, the over-
all best approach is the Special Agent
5-year new hire plan. Each of the al-
ternatives has merits that would pro-
mote mobility without having the
need for the organization to compel
its personnel to transfer; however, the
5-year plan affords the greatest efli-
ciency, sustainability/flexibility and
political acceptance making it the
best approach. Additional incentives
and entitlements are attractive and
would increase the numbers of volun-
teers requesting overseas assignments
or contingency missions, in particu-
lar those employees wishing to retire
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while stationed overseas. However,
incentives and benefits alone will not
be the sole answer to sustaining a mo-
bility policy that balances employee
needs and the organization’s mission
requirements. There are intangible
needs that are not directly tied to
incentives and benefits. Throughout
a career, employee quality of life is-
sues will take greater precedence over
financial incentives and benefits. In
addition, the political feasibility in
implementing such an alternative is
difficult and not favorable in the cur-
rent economic environment.

[MPLEMENTATION STRATEGY
In order to successfully implement
the 5-year new hire plan, it is recom-
mended that NCIS adopt the follow-
ing approaches in order to minimize
the effect of each process, resource
and political constraints:

The first approach addresses the
process constraint by implement-
ing the 5-year new hire plan within
the NCIS candidate assessment and
selection application process. By in-
corporating the plan into the hiring
process, NCIS can quickly begin to
recruit, identify and place candidates
in both training and follow-on offices
immediately. Currently, the vacancy
announcement for the Special Agent
position opens and it is general in
nature regarding duties and qualifica-
tions, however; once the 5-year new
hire plan is implemented both train-
ing offices and critical offices where
new hires may be assigned will be list-
ed. Candidates will read the vacancy
announcement and knowingly apply
to the position of Special Agent. The
NCIS Suitability Branch personnel

can then appropriately process candi-

dates accordingly based on the above
desires and needs. Once the candidate
completes the application and screen-
ing process and successfully passes the
written portion, then he or she moves
to the pre-screening interview phase
where they would continue to be vet-
ted, and where additional discussions
would occur regarding their office
preferences and the 5-year require-
ment.

In the current process, once the
candidate successfully completes the
screening board interview phase, they
submit their list of three first duty of-
fice preferences. Based on the needs
of the service, they may receive one
of their three office choices. Candi-
dates are then notified of their first
duty assignment at the time they are
offered a position, and in most cases
the candidate is responsible for any
financial implications associated with
relocation.

In addition, within this approach
candidates would be given two lists
of office choices at the time of their
One
would list two-year training offices,
and the other would list the three-
year follow-on offices. The candidate

screening board interviews.

would choose three offices from each
list in order of preference. Based on
candidate requests, skill sets, train-
ing, experiences and agency needs,
candidates will be appointed know-
ing where they will serve in both their
training office and follow-on assign-
ment.

The second approach addresses the
resource constraint by offering reloca-
tion-moving expenses to those candi-
dates being asked to serve in training
offices outside their geographic loca-
tion at the time of appointment. This
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relocation service can be offered in
two ways, depending on the current
PCS budget:, it can be offered at a
reduced cost by providing only basic
moving expenses such as household
goods, travel and limited temporary
housing, or it can be extensive, such
as offering the government real estate
buy-back program, as well as house-
hold goods, travel and limited tem-
porary housing. Assuming that NCIS
hires to capacity — 120 Special Agents
per fiscal year, the PCS budget could
increase by an additional $720,000
to $2.250 million annually. This cost
analysis is using a conservative esti-
mate of $60,000, without real estate
services, and $180,000, for extensive
relocation benefits. However, based
on historical data, the reality is that
the costs will be considerably less. As
a result of our national and global
presence, many of our candidates
are recruited and hired in the office
in which they were processed. There-
fore, this change in policy would be
for those few instances where there
is a need to relocate new hires to an-
other geographical location because
of unique skill sets, experiences and
talents.

It would not be prudent to spend
considerable resources in recruiting,
processing and hiring candidates who
are qualified and talented to only lose
them because they are unable to in-
cur the costs associated with reloca-
tion. The 5-year new hire plan places
greater demands on these individuals
to assume accelerated mobility. In
doing so, NCIS should seek to alle-
viate financial costs assumed by the
employee because of relocation. Once
personnel complete their 5-year plan
they would then be available to fill va-
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cancies throughout the organization.

The last approach addresses the polit-
ical criteria constraint. In implement-
ing the 5-year new hire plan NCIS
should create an executive commit-
tee made of members from the NCIS
Human Resources (workforce plan-
ning, recruiting, training, suitability
branch, and travel branch), the re-
spective program directors for each of
the Directorates, and representatives
of the Financial Planning Director-
ate (planning and evaluation). This
committee should meet periodically
to discuss current and ongoing work-
force planning issues directly related
to the hiring and placement of newly
hired special agents. In particular, for
this plan to work effectively and ef-
ficiently the program directors, who
are clearly the largest stakeholders in
meeting mission goals and functions,
should provide clear requirements
with regards to vacancies and special-
ty skill set needs, as well as short term

and long-term goals. This committee
will be in the best position to align
their respective training and transfer
budgets, as well as clearly plan for
future capacity and capability. More
importantly, this committee would
periodically review the plan, make
modifications where needed and cre-
ate additional opportunities for im-
plementation to the remaining work-
force. As the 5-year new hire plan
matures and the systems and process
surrounding it mature, this commit-
tee would be in the best position to
expand the policy to a NCIS rota-
tional mobility policy for all employ-
ees under mobility agreements.

CONCLUSION

NCIS, as an organization, has been
relied upon to provide an ever-ex-
panding portfolio of missions in ad-
dition to their major role in criminal
investigations. As a result of our ex-
panding global missions, NCIS will
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require personnel that have critical
skills and experiences to conduct our

law enforcement functions on behalf
of the DON.

According to a report by the Part-
nership for Public Service, Where the
Jobs Are — Mission Critical Oppor-
tunities for America, the federal gov-
ernment must hire nearly 193,000
people to fill mission-critical jobs in
the next two years, with much of the
need in the areas of security and law
enforcement. The report states the
need to replace hundreds of thou-
sands of retiring federal workers over
the next five years as one of two key
factors driving recruitment. The re-
port further states that 83,000 jobs at
the Defense and Homeland Security
departments will need to be filled in
the next two years, and it noted that
there will be a need to fill 62,863 jobs
that are specifically related to security
and law enforcement over the same
period.

As the NCIS faces additional ex-
panded missions and competition
for talent, it should now take the op-
portunity to align its mobility policy
affording it the greatest opportunity
to attract, recruit, and hire a mission
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ready  workforce.
Additional benefits,
incentives, leader-
ship  development
programs, and ca-
reer paths would all
be positives in any

mobility  policy;
however, due to the
political  realities

and cost consider-
ations, they may
not be the best fea-
sible alternative or
recommended ap-
proach. Instead, the 5-year new hire
plan affords NCIS an immediate sus-
tainable long-term mobility strategy.
Leadership programs and career paths
should however be phased in follow-
ing the implementation of the 5-year
new hire plan. Similarly, any benefits
and incentives should be included
in the mobility policy once legisla-
tion is passed or additional resources
become available. The 5-year plan
benefits employees by giving them a
hand in planning their professional
careers, and the experiences faced in
challenging positions and locations.
More importantly, this plan will give
them an appreciation that mobility is
an integral component of the NCIS
culture and success.

Clearly, a 5-year new hire plan
would afford all employees the op-
portunity to acquire “advantages”
early in a career for advancement, if
they so desire. A 5-year new hire plan
would provide a framework to attain
those advantages in an equitable, pre-
dictable and transparent way for both
the employee and organization. #
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Department of Homeland Security

Written by The Honorable Richard L. Skinner

Knowing What We Know Now, Was the
Creation of the DHS a Good Idea?




The Honorable Richard L.

Skinner

“The creation of the
Department of Homeland
Security galvanized the
Nation’s fight against
terrorism by consolidating
and mobilizing the assets
of the federal government
under a single roof with

a single, focused mission:
to ensure that the tragic
events on September 11,
2001, are never repeated

again on American soil.”
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l ; ooking back over the past

five years at DHS, know-
ing what we know now, there is no
question that bringing together 22
disparate agencies into a single en-
tity was a good idea.

The creation of the Department
of Homeland Security galvanized the
Nation’s fight against terrorism by
consolidating and mobilizing the as-
sets of the federal government under a
single roof with a single, focused mis-
sion: to ensure that the tragic events
on September 11, 2001, are never re-
peated again on American soil. After
just five short years, we, as a Nation,
are now beginning to witness the posi-
tive effects of the Department’s efforts
and initiatives: tighter security at the
borders; increased immigration en-
forcement; greater cooperation with
our international partners; expanded
partnerships with the private sector;
better and more efficient passenger
screening at our airports; and regen-
erated disaster response and recovery
management. The list goes on.

While these initiatives are still in
a critical stage of development and
implementation, they are beginning
to show positive signs of achievement
and success.

Since the creation of the Depart-
ment, and because of its creation,
America is safer and more secure to-

day than it was prior to September
11, 2001.

Are there things that could have
been done differently? Absolutely! I
think it is important to understand
that, when the Department was stood
up in March 2003, it not only inher-
ited pre-existing management prob-
lems and material weaknesses from its
legacy agencies, it also did not receive
the funds or people needed to address
those problems and weaknesses, or
otherwise adequately support the vast
number of Departmental programs
and operations. This was particularly
evident in the Department’s manage-
ment support functions, i.e., finan-
cial management, acquisition man-
agement, information technology
integration and security, and grants
management. Each of these functions
transverse all of the Department’s pro-
grams and operations, and they have
a direct and profound impact on the
ability of the Department to fulfill
its critical mission to secure America
by preventing and deterring terrorist
attacks, and protecting against and
responding to threats and hazards to
the Nation.

In short, when the Department
was created, it was short changed.
That is, on one side of the ledger,
the Department acquired entire op-
erational assets and programs of 22
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disparate agencies, but, on the other
side, it did not acquire the manage-
ment support assets needed to sup-
port those programs. To compound
matters, the Department was required
to service whole new components,
for example, intelligence analysis, in-
frastructure protection, and science
and technology. It is important to re-
member, creation of the Department
of Homeland Security was more than
just a merger of 22 disparate agencies,
it was also an acquisition, divesture,
and a start-up.

Yet despite what seemed to be in-
surmountable obstacles at one time,
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the Department’s progress to date has
been impressive.

In the area of financial manage-
ment, for example - although the
Department was again unable to ob-
tain an opinion on its financial state-
ments in 2007 - every component in
the Department, except FEMA and
the Coast Guard, showed measurable
progress in its ability to produce ac-
curate, reliable financial statements.

With regard to information tech-
nology management, integrating the
systems, networks, and capabilities of
the legacy agencies to form a single in-
frastructure for effective communica-

tions and information exchange con-
tinues to be one of the Department’s
biggest challenges. During the past
five years, the Department has com-
pleted a comprehensive inventory of
its IT systems, consolidated or re-
duced the number of obsolete or re-
dundant systems by nearly 75%, and
certified and accredited nearly 100%
of its operational systems.

With regard to acquisition man-
agement, the urgency and complexity
of the Department’s mission contin-
ues to demand rapid pursuit of ma-
jor investment programs. Over the
past five years the Department spent
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about 40%, or about $70 billion, of
its budget on contracts. The Depart-
ment is beginning to show progress
in selected acquisition functions and
activities, particularly over the past
two years. This is most evident in the
U.S. Coast Guard’s Deepwater
(see photo on previous page) acquisi-
tion strategy, the Customs and Border
Security’s SBInet management pro-
cesses, and the Department’s initia-
tives to establish a capable acquisition
workforce.

In the area of grants management,
the Department has taken giant steps
to improve its business and admin-
istrative processes for its grant pro-
grams. During the past two years, the
Department has successfully migrated
its multitude of grant programs un-
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der one agency, FEMA,
and implemented a risk-
based grant allocation
process for many of its
grant programs.

I don’t mean to imply
that challenges do not re-
main; they do. The De-
partment still has a long
way to go before it can
say that it is operating
in the most efficient, ef-
fective manner possible.
Nevertheless, things are
looking up! Since fiscal
year 2006, the Admin-
istration and Congress
have recognized the im-
portance of building a
robust management sup-
port capacity to sustain
the Departments pro-
grams and operations, as
evidenced by the increas-
es in the Department’s
budget for management
support activities. However, the Ad-
ministration and the Congress will
need to continue to invest in these
management support functions for
years to come if they expect the De-
partment to run in an efficient, effec-
tive, and economical manner.

Unlike the other major federal de-
partments in the executive branch,
which have had years if not decades to
build its management support capac-
ity, the Department of Homeland Se-
curity had to dig itself out of a hole to
get to the level were it is today, which
is quite an impressive accomplish-
ment given that it was short changed
when it was stood up just five years
ago. &
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Letty Benjamin

“If a nation wants to
reinvent its institutions to
meet the future, its public
servants must be able to

reinvent themselves too.”

66

When I first joined the staff
of the Office of Inspector

General at the Railroad Retirement
Board, it was often repeated that
the Inspector General movement
was about being junkyard dogs.

We were supposed to roam around
on the cutting edge of oversight,
sniffing out fraud, waste and abuse,
helping to reinvent government. The
lessons of one’s early career run deep
and last long. Yesterday, some 20
years later, I passed a dumpster be-
hind the elevator bank at our head-
quarters building. It was really more
of a tall industrial trash can on wheels
which purported to hold sensitive
materials destined for the shredder; I
found it irresistible. I couldn't fight
down the urge to open the lid and sift
through the first few layers of trash.
I just couldn’t help myself; you nev-
er know from where that next audit
finding may come.

In Marcel Proust’s Remembrance
of Things Past, Charles Swann is car-
ried back to his childhood when the
smell of a cookie dipped in tea trig-
gers memories from his past.! As I
stood on tip-toe, picking through the
crumpled papers, the aroma of stale

1 Remembrance of Things Past, Marcel
Proust, Volume I: Swanns Way: Within a
Budding Grove, 1913, as consulted at http://
www.haverford.edu/psych/ddavis/p109g/

proust.html.

paper, pencil shavings, and ink car-
ried me back to my early days in the
Office of Inspector General.

I remember being interviewed. I
didn’t know how they had gotten my
name, | didn’t know what work they
did, and frankly, I didnt care. At
that time, I was working fifty to sixty
hours a week in the advertising in-
dustry planning and placing advertis-
ing schedules for well known national
brands, as well as products of dubi-
ous value. Does anyone remember
a shower gadget that squirted mois-
turizer?  Advertising was a fun and
exciting industry in which to work,
but I suspected that the stress might
kill me. Can chest pains and a facial
twitch be signposts on the road to suc-
cess? | kept wondering if my early de-
mise would serve any larger purpose.
Clearly, it was time for a change.

T have no use for bodyguards, but 1
have very specific use for two highly
trained certified public accountants”
—Elvis Presley”

In 1988, the Office of Inspector
General was young and the Office
of Audit was staffed by empty desks.

The first wave of auditors, those who

had hired-on when the Railroad Re-

2 Elvis Presley quotations at www.thinkexist.
htep://thinkexist.com/search/search-
quotation.asp?search=accountants

com;

Journal of Public Inquiry



tirement Board joined the roster of
agencies with a statutory Inspec-
tor General, had departed for fairer
fields. Apparently, the undergraduate
accounting curriculum was not ad-
equately indicative of what a career as
a junkyard dog might entail. Those
who remained were searching for a
few like-minded individuals to fight
fraud, waste and abuse. I was looking
for a job with regular hours, minimal
travel, and group health insurance. It
was a match made in heaven.

Hired because of my academic
achievements and professional cer-
tification, I was immediately set to
the task of reviewing hundreds of re-
cords, collecting and recording vast
quantities of repetitive data, and any
number of other activities for which
I had no prior training or experience
of any kind.

Program auditing had so little to
do with my training in financial ac-
counting and my prior work experi-
ence that I was amazed to have gotten
the job and more than a little thrilled
to keep it. Nevertheless, the hours
were regular, there was no travel to
speak of, and the group health insur-
ance was to die for.

The Chief Financial Officer’s Act
of 1990 changed everything. Blissful
on the GS-511 career ladder to heav-
en, I had no idea of the changes that
were in store. Consultants were re-
tained, solicitations were released for
bid, and public accountants arrived;
in 1993, the financial auditing com-
menced. We in the Office of Audit
saw no harbinger of things to come;
yet come they did. After a brief inter-
lude during which independent pub-
lic accountants audited the agency’s
financial statements, the Office of
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Inspector General was instructed to
perform that audit with its own staff.
Wait a minute. Did I say that
we saw no harbinger? I should have
said I saw no harbinger. Higher levels
of management once again displayed
the peculiar prescience that comes
with a Presidential appointment and
an SES on the pay stub. Prepara-
tions had been made against this very
eventuality. Some of the senior au-
dit staff had had some financial audit
experience. It now became apparent
why we had a team leader observing
the methods and approach of the in-
dependent public accountants who
had been retained to perform the first
four financial statement audits. For
the rest, ingenuity and professional-
ism carried the day (I believe that this
is also known as the collective knowl-
edge, skills, and abilities of the audit
team). [ had never played a team
sport and this audit looked exciting
and fun. What luck that they let me
come play with them.
During the more than 10 years since
our office first undertook to conduct

a financial statement audit, I fell in
love with accrual accounting all over
again. I was reminded of the charm
of debits and credits in a well-drawn

T- Account, the functional beauty of
a properly executed journal entry, the
grace and symmetry of elimination
in consolidation. The multiple ele-
ments of financial reporting create an
artful canvas stretched over a sturdy
frame of standards. I was practicing
the profession for which I had trained
so rigorously and having a grand time
t0o0.

Double entry bookkeeping had
called me home and I thought that I
would never leave. Once having set
off upon the path, I saw that the old
familiar guide posts still marked the
way: the standards, the guidance, the
statements-gone-before. I had my
Yellow Book,> my Financial Audit
Manual® and I knew what I had to

3 Government Auditing Standards, a pub-
lication of the Government Accountability
Office.

4 Issued jointly by the GAO and the Pres-
ident’s Council on Integrity and Efficiency,
the GAO/PCIE Financial Audit Manual
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do. Did I say “I”? 'That would be
true only in a hindsight made fuzzy
by time, misplaced eyeglasses, and a
very resilient ego.

Reality check: the audit team had
a tremendous immediate supervisor
that knew what we had to do. Em-
phasis on the we. The financial state-
ment audit team was several times
larger than any program audit on
which I had ever worked.

I watched and learned as our fear-
less leader coordinated audit pro-
grams, scheduled supervisory reviews,
shifted mountains of working papers
and fielded question, after question,
after question.

Perhaps most importantly he com-
municated always a sense that we were
on the right path. Yoda-like, there was
no “try” only “do” andwithin a few
years it was “do” by November 15th.

presents a methodology to perform financial
statement audits.
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We did then
and we still do
today.

Most of us
who participat-
ed in the first
few financial
statement
dits conducted
by the Office of
Inspector Gen-
eral had their
first opportuni-
ty to see a truly
complex audit
built from the
ground-up. We
had to brush
off the old un-
dergraduate
book-learning;
intermediate
accounting texts started popping up
here and there in the office; discus-
sions ranged wide about applicable
standards, accounting systems, and
transaction flow. It was a surprising
delight to roll up my sleeves and draw
old fashioned T-Accounts to illus-
trate a point during lively dialogues
with senior agency financial manag-
Better still when they whipped
out the mechanical pencils and drew
a few of their own. T-Accounts: it is
what accountants do to clear the cob-
webs (and illustrate points and win
arguments).

When the Office of Inspector Gen-
eral was instructed to conduct the
Railroad Retirement Board’s financial
statement audit with its own person-
nel, we had never performed an attes-
tation engagement, let alone opined
on a full set of financial statements.
Taking on that responsibility was a

au-

€rs.

big leap for a relatively small audit or-
ganization and whenever we think we
have it nailed some new requirement
overthrows that complacency. We
are always on the look-out for that
next change because change is always
just around the corner in the form of
some exciting new standard or a fun
new financial statement.

Times of change are times of pro-
fessional opportunity; change makes
it possible to have a long career and
never be dull. Do you have a new
FAS, SFFAS, GAGAS, GAAPD, or a
perhaps a SOP?°  Bring it on. Em-
brace the complex issues because they
stretch the analytic skill and like any
other ability, use-it or lose-it. With
that for a philosophy, how could I
not love the statement of social in-
surance? How often does one have
the opportunity to participate in the
first-time audit of a first-time finan-
What's not to love?
The statement of social insurance
is so special that the numbers aren’t
even in the general ledger; the man-
datory line items are all estimates.
What a sweet confection for an old
mathematics groupie like me.

We are in the middle of the 12¢th fi-
nancial statement audit conducted in-
house by our own Inspector General
auditors. We work to keep it fresh, to
add value each year and to prepare for
the new twists and challenges the fu-
ture may hold. The audit team takes
pride in being part of a larger, govern-
mentwide effort. Whenever my con-
fidence has faltered they have proven
5 Financial Accounting Standards (FAS).
Statement of Federal Financial Accounting
(SFFAS), Generally Accepted Government
Auditing Standards (GAGAS), Generally Ac-

cepted Accounting Principles (GAAP), State-
ment of Position (SOP).

cial statement?
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me wrong; one might even think that
the audit staff like to prove me wrong
(hmmm, in a good way).

A final thought about financial
statement auditing. Financial state-
ment auditing represented a huge
cultural reversal from the junkyard
dog concept. In program auditing,
we used risk assessments to identify
and target program elements where
the need for oversight and assessment
was greatest; within those high-risk
areas, we targeted the activities most
vulnerable to fraud, waste, abuse,
inefficiency, ineffectiveness, or non-
compliance. In a financial statement
audit, risk assessment is not used to
determine whether the audit will be
conducted; low risk does not mean
stop and move-on to riskier pastures.
A financial statement audit is con-
ducted annually even if there is no
demonstrated risk of misstatement;
the auditor comes back every year
even after an unqualified opinion
has been achieved. Financial state-
ments can be right as rain and pretty
as a picture but when spring comes
‘round again, so shall we. Financial
statement audits are kind of predict-
able that way and a good junkyard
dog is never predictable.

T could tell you my adventures--be-
ginning from this morning,’ said Alice
a little timidly: “but it’s no use going
back to yesterday, because I was a dif-

ferent person then.”—Lewis Carroll®

Like a well raised child, the financial
statement audit has a life of its own;

6 Lewis Carroll, Alice in Wonderland, Chap-
ter 10, “The Lobster Quardrille,” as pub-
lished by Indiana University at their website
htep://www.cs.indiana.edu/metastuff/won-

der/ch10.html.
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it goes on without me. Spring has
returned and already I miss rifling
through journal voucher documenta-
tion and gazing into to the agency’s
general ledger. I have cultivated a
particularly grim, but knowing, ex-
pression just for perusing the general
ledger. Happy hours at play in fields
of financial trend analysis shall be
mine no more. My ten-key is silent.
My mechanical pencils gather dust. 7
A few weeks ago, I sketched out some
T-Accounts to illustrate a point but it
wasn't the same, the thrill was gone.
As for the junkyard dog days,
they are the stuff of nostalgia. If the
truth be told, I never made a good
audit finding by sticking my nose in
a dumpster. But who is to say that I
never will? I like to rattle door knobs
that are not on my office door; point-
and-click where my mouse doesnt
belong; and, occasionally growl and
bark for no reason whatsoever. I just

7 A maudlin and shamelessly deceptive bid
for sympathy.

want to see what will shake loose.
Time is on my side on this one. Stat-
isticians may tell us that random sam-
pling is not an effective tool for fraud
identification because fraud isn’t a
random event, but highly trained and
experienced audit professionals can
have a lot of fun testing the theory.
So many dumpsters, so little time.

“Old age and treachery will overcome

youth and skill”

So little time and the times keep on
a-changing. What to do? What to
do? If a nation wants to reinvent its
institutions to meet the future, its
public servants must be able to re-
invent themselves too. Thus having
identified the condition, I reviewed
the criteria, developed for causes,
crafted recommendations for correc-
tive action based on the evidence, and
issued a couple of recommendations
to myself.

69



RECOMMENDATION #1
Embrace some new professional
tool or technique: get a new hob-
by-horse, test a new theory, and
make your own fun.

Of late, my fancy has turned to
bigger, faster computers; I fantasize
about data-dumps the size of air-
craft carriers. Goodbye junkyard
dog. Farewell financial auditor.
Hello 21st century techno data
junkie.

Electronic media have replaced
paper to such an extent that the
most sensitive thing I found during
my recent foray into the shredding
cart was somebody’s frequent flyer
mileage statement. It wasnt much
of a treasure; the statement didn’t
even have a social security number
on it.

Although the theory is still un-
tested, I am pretty sure that data
analysis is just as good as Sudoku
for stimulating brain activity in
middle-aged certified public ac-
countants but with one big advan-
tage: the USAJOBS website doesn't
list even a single job that would
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pay me to solve Sudoku puzzles all

day.

RECOMMENDATION #2
Always remember that there is no
mandatory retirement age for au-
ditors.

When I get the data dump, I
hope it smells just a little like pa-
per, pencil shavings, and ink. &
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United States
Naval Audit Service

Written by Randall Exley

Toastmasters Isn’'t Just for Public Speaking




Randall

Exley

“The Navy is a $150
billion operation, and our
job at NAVAUVUDSVC,

by definition, leads us to
identify some very serious

problems.”
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When auditors have bad

news to deliver, tense
situations can arise.

Auditees can become defensive,
and this can make auditors nervous
and less effective in delivering their
audit results. Even when auditees are
receptive, auditors who have actively
participated in Toastmasters Interna-
tional — an organization whose mis-
sion is to instill effective public speak-
ing skills in its members — can more
effectively communicate what they
have found, their conclusions, and
their recommendations for improv-
ing the effectiveness and efhiciency
of Department of the Navy systems,
programs, functions, and processes.
That is why the Naval Audit Service,
the Department of the Navy’s Inter-
nal Audit Organization, has adopted
Toastmasters International as a vital
part of its auditor training program.

NAVAUDSVC’s top leadership
strongly supports training in public
speaking, through Toastmasters, for
NAVAUDSVC has
three clubs with about 80 members.
Our leadership considers those clubs,
and the mission they perform, to be a
vital part of the training program for
the Department of the Navy’s inter-
nal audit organization.

its workforce.

Auditors are paid to be objective,

independent, and to speak out. A big

part of our work involves informing
political appointees, military generals
and admirals, and civilian executives
of our audit plans and the results of
our audits — whether positive or neg-
ative. 'That includes presenting the
problems we find and our recommen-
dations for solving those problems to
a variety of audiences. We try to be
collaborative and customer-oriented
with our audit clients, but we are also
charged with doing our job indepen-
dently and “delivering the bad news.”
We work on the principle that “what
gets checked, gets done” We also
subscribe to the belief that people
who are inclined to commit fraud or
be wasteful always listen when their
conscience warns them that some-
body may be watching.

BEARERS OF BAD NEWS

For many people, though, it is not
easy to deliver bad news or criticize
someone else’s work. At NAVAUDS-
VC, for example, we have had to de-
liver some very unpleasant findings
to Navy and Marine Corps leaders: a
disbursing officer stole $3.8 million
in cash at a Navy activity, two Gov-
ernment purchase card holders set up
shell companies and stole $593,000
over 5 years; a travel processor who
was given too much authority wrote

himself checks supported by false
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travel claims for nearly $500,000. We
have also had to inform DON leaders
that Department personnel have care-
lessly exposed thousands of military
and civilian employee Social Security
Numbers exposed to potential iden-
tity theft due to inadequate controls
and that classified information may
have been exposed to unauthorized
personnel because old computer hard
drives were not properly cleaned be-
fore being sold to the public.

Not long ago, we had to tell De-
partment leaders that they needed to
do a better job of quickly acquiring
and fielding items that were urgently
requested by commanders in the field
in Iraq.

We also had to tell them that units
had lost inventory control over a sig-
nificant number of small arms (rifles,
grenade launchers, shoulder-fired
missiles, etc.) while the weapons were
in transit from one shipping point to
another. Most of the weapons were
not actually lost, but a portion still
remains unaccounted for.

Given these kinds of findings, and
the press coverage that can result, it
should not come as a surprise for peo-
ple to learn that auditors are not so
popular; a common joke in the De-
partment of Defense is that “auditors
are the people who enter the battle-
field after the battle is over and shoot
the wounded.”

While it may not be fair, this ste-
reotype of auditors is understandable
when seen from the auditee’s perspec-
tive. The Navy is a $150 billion op-
eration, and our job at NAVAUDS-
VC, by definition, leads us to identify
some very serious problems. When
we find those problems, it is a re-
quirement of Government Auditing
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Standards that we write reports — to
inform those we audit, their bosses,
their bosses” bosses, and, ultimately,
Congress and the public — about how
well, or how poorly, they did. It is
our job to constructively criticize the
way people are managing their func-

tions, programs, and the taxpayers
money.

Of course, we try to do our work
collaboratively and present our find-
ings (positive and negative) in a fair
and balanced way and as objectively
as we can. But in some cases, as one
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saying goes, “You can put lipstick on
a pig, but when you are done, it is
still a pig.”

GET THE FACTS STRAIGHT
Those we are briefing — the appoin-
tees, generals, admirals, and civilian
executives — are pretty darned smart.
They “live” every day of their work
lives in the areas we are auditing and
they know the detailed “ins” and
“outs” of their activities. Thus, our
auditors must absolutely have their
facts straight because the criticisms
we levy on those we audit sometimes
lead to very defensive and occasion-
ally outright hostile reactions. When
the defensiveness and hostility oc-
curs, our auditors must ignore all
the emotion — and, once in a while,
verbal abuse — and professionally ex-
plain their findings, get the managers’
agreement, and sell them on the rec-
ommendations we are making to help
address the identified problems.

If their presentations are to be ef-
fective, our auditors must rise above
the hostility and remain calm, col-
lected, and confident. Clear think-
ing is an absolute necessity, and NA-
VAUDSVC uses the Toastmasters
clubs to help our auditors develop
the presentation skills they need. We
find that the training and practice
Toastmasters provides helps them
reduce their anxieties and build the
confidence required to handle these
difficult situations.

Because their work is being criti-
cized, the managers’ first and natural
reaction is to want to defend them-
selves and discredit the audit results.
It is human nature. They want to de-
bate with our auditors about whether
our findings are accurate, and some-
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times, whether any corrective actions
are needed at all. In a debate, you
cannot be effective if you are so ner-
vous that you can’t think on your feet
and respond to counter-arguments.
If the auditees see weakness, they will
exploit it and you will be, well, Toast
(pun intended).

So NAVAUDSVC leadership avid-
ly supports Toastmasters and its goals,
and believes strongly in its premises.
We believe that Toastmasters helps
our auditors prepare for those difficult
meetings. We believe this so strongly
that we pay all membership costs and
fees for our club members (with the
approval of our lawyer, of course), we
allow the clubs to meet on work time,
and we require every new hire (about
50 new auditors a year) to participate
in the clubs for at least a year. We also
require that they make at least five
speeches before attendance becomes
voluntary. Finally, the organization
has assigned a Toastmasters Program
Manager to ensure that the program
runs smoothly and remains vibrant
and effective. We meet with the Pro-
gram Manager periodically to ensure
that the program is on track and our
goals are being met. Word of the suc-
cess of our Toastmasters program is
spreading to the point that other or-
ganizations within and outside of the
DON are seeking us out for help in
starting their own programs for their
personnel.

To further emphasize the impor-
tance we place on this training, I and
our other Senior Executives sit in on
club meetings fairly regularly. Our
presence shows that the senior lead-
ership of the organization is firmly
behind the program. Less frequently,
but equally important, those who

give speeches in the clubs also pres-
ent them at senior staff meetings to
the Auditor General, me, and our
six Assistant Auditors General. We
have also begun giving awards to
those who serve in important officer
positions (two of our Toastmasters
will serve in the coming year in roles
that reach outside our organization
as Division and Area governors), as
well as to participants who achieve
key milestones, such as earning their
Competent Communicator Certifica-
tion. By serving in officer positions,
members of our workforce are going
beyond what is expected, and help-
ing train other participants (about
20 members per club) to be effective
communicators so they can further
the accomplishment of our mission.

RESULTS ARE REMARKABLE
We are seeing some remarkable results
from those who participate. We have
seen the confidence that the club ex-
perience brings to our new personnel.
Their level of participation in team
briefings on audit results to the Au-
ditor General and me, and the qual-
ity of those presentations, has greatly
increased.

We see a similar pay-off in meet-
ings with the senior appointees, and
DON civilian and military executives
we audit. After a year in the clubs,
the positive change in the poise and
confidence of the participants is with-
out question.

Many auditors are, by nature, in-
troverted, and they join millions of
other people — perhaps most people
— in having an innate fear of public
speaking. That fear extends not just
to speaking in front of large groups
but also to audit progress briefings
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and others types of communication in
smaller settings. One thing is for sure
-- we all have to control our fears or
risk not getting our messages across.
Toastmasters is the kind of program
that can generate the self-confidence
ones needs to speak in public.

But why is it that so many of us
fear speaking in front of large groups
or even, for some, to small groups?
The late actor George Jessel, nick-
named “The Toastmaster General of
the United States,” said, “The human
brain starts working the moment you
are born — and doesn’t stop until you
stand up to speak in public.”

Of course, it may be true for some,
but the premise that the brain is work-
ing before you stand up is debatable.

But imagine a world in which no
one had the courage to speak publicly
and pass on a message, or knowledge,
or important ideas? Teachers would
be unable to teach our children.
Preachers would be unable to bring
their messages of faith, hope, and
love to their congregations.  Politi-
cians would be unable to reach the
masses with their platforms of ideas
for making our great country, or state,
or community even greater. Without
that public sharing, how many wrong
decisions would be made? How
many mistakes would be repeated?
How much knowledge would be lost
when someone left our organization
and had to be relearned from scratch
by someone new?

M
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Imagine if Martin Luther King had
not spoken out against racism and for
equal justice for all. His “I Have a
Dream” speech in August 1963, a de-
fining moment of the American Civil
Rights Movement, spoke of his desire
for a future when all people would co-
exist harmoniously as equals. Imag-
ine if Abraham Lincoln had never
given the Gettysburg Address and
fought to end slavery. Would Martin
Luther King even have been able to
make his speech on the steps of the
Lincoln Memorial 100 years later?

Public speaking is vital to sharing
knowledge that can change us as indi-
viduals, families, neighbors, and na-
tions. Suffice it to say that few of us
will approach being as great and influ-
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ential as Abraham Lincoln, or Martin
Luther King, or other great orators
such as some politicians, evangelists,
and other charismatic speakers. But
we all have something to say, some-
thing to share with others. Whether
it is to your spouse, your children,
your coworkers, your community, or
your peers in your profession — every-
one has knowledge to share, and it is
our duty to share it.

Mark Twain said, “Americans are
people who are proud of their right
to say what they please —
and often wish they had
the courage to do so.”
Toastmasters can help
provide that courage.

I know that Toastmas-
ters prepares auditors to
effectively communicate
with auditees and with
others about the results
of our audit work. That
is why participation in
Toastmasters has be-
come a key part of NA-
VAUDSVC

training,.
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Not only do the participants benefit
when they learn to communicate
more confidently — so does the Naval
Audit Service.

I submit that this training applies
to your organization as well, whatev-
er line of business you are in. Com-
munication is a necessary part of our
culture, and those who do so more
effectively contribute more to their
organization’s mission. It just makes
good common business sense. &

Author Biography

Randall Exley has served the De-
partment of Defense as an inter-
nal auditor for 35 years (17 years
for the Army Audit Agency and
18 years for the Naval Audit Ser-
vice). For 2 of those years (1971
to 1973), he was a military auditor
with the Army Audit Agency.

Mr. Exley is presently serving as
the Deputy Auditor General of the
Navy (a senior executive position
within the Naval Audit Service).
Prior to his current assignment, he
was the Assistant Auditor General
for Research, Development, and
Acquisition Audits and managed
a staff of approximately 80 profes-
sional auditors. Mr. Exley has been
an Executive Assistant to an AAG,
the Naval Audit Service’s Acquisi-
tion Audits Liaison (a personal ad-
visor to the Auditor General), and
a headquarters Program Manager.

Mr. Exley is a Certified Public
Accountant, Certified Internal Au-
ditor, Certified Fraud Examiner,
Certified Government Financial
Manager, and Certified Naval Ac-
quisition Auditor. Mr. Exley has
a Bachelor of Business Administra-
tion degree in Accounting, and a
Masters of Business Administration
degree with emphasis in Manage-
ment. Mr. Exley is also a graduate
of the Armed Forces Staff College
and the Professional Military Edu-
cation course offered through the
Center for Defense Leadership and
Management Program.

Journal of Public Inquiry



Office of Inspector General

Department of Health and Human Services

Convention Address at George Mason University - May 16, 2008

A Public Service Perspective for
Health Care Professionals

S S




“With public health,

of course, also comes

public trust, and trust in
health care takes several

important forms.”
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W ice-President Taylor, Dean

Travis, members of the
faculty, parents, guests, and gradu-
ates, it is with great pleasure that
I join you today to celebrate the
awarding of academic degrees in
the health care professions encom-
passed within the College of Health
and Human Services here at George
Mason University.

To the Class of 2008, I commend
your personal achievements, and con-
gratulate you, as well as all here today,
and others elsewhere, who helped
make this important milestone in
your lives possible.

Before you receive your diplomas, I
am very honored to have an opportu-
nity to share some thoughts with you.
Let me first note the diverse fields
represented by the graduates gathered
here today. Some of you plan careers
in nursing, others in physical therapy,
in social work, in health care adminis-
tration, in international health, or to
fill important needs in other aspects
of health care.

Whatever the specialization, all
those who practice in these areas of
expertise join a community which
inherits a precious Western legacy in
promoting human health that, be-
ginning in classical times with Hip-
pocrates, Theophrastus, and Galen,
has sought to cure, to heal, and to im-

prove the longevity and the quality of
human life. The ability of health care
professionals today to become more
effective in advancing these noble
goals holds new promise with growing
prosperity and a better understanding
of biology, the environment, lifestyle
choices, and the importance of access
to health care services.

What are some of the key drivers
that will help define how to harness
these beneficial developments on be-
half of more than 300 million Ameri-
cans, as well as on behalf of the larger
global community? Perhaps of great-
est importance, are emerging tech-
nologies, continued globalization,
and new paradigms in public health.

Let me address technology first.
Health care is in the forefront of the
information revolution that perme-
ates our society. Advances in infor-
mation technology, electronic health
records, electronic prescribing, tele-
medicine, even robot-assisted surgery,
are becoming part of everyday prac-
tice. Medical technology is advancing
at a faster rate than at any other time
in human history. Harnessing this
technology affords unprecedented
opportunities to decrease costs, pro-
mote quality, and achieve efficiency.
This great potential can only be real-
ized, however, if each and every one
of us views these developments as
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dynamic, requiring continuing edu-
cation so that we reap the benefits as
practitioners, researchers and thought
leaders.  Fortunately, given George
Mason University’s long recognized
leadership in information technology
understanding, development, and
dissemination, you probably have a
great head start.

If technology presents a promising-
ly better but at times perplexing and
unfamiliar terrain to our health care
practice, the globalization of health
care issues introduces a breathtakingly
broad and complex scale in which to
apply yourselves. Health care prac-
titioners have known for some time
that pandemic flu and other health
care threats respect no jurisdictional
boundaries, and that our common
biological heritage must always be
understood in a global context. Now,
as our scientific knowledge and medi-
cal technologies continue to expand,
we have a growing capacity to re-
spond on a more global scale. This
will require a health care work force
that obtains and fosters a broad and
deep understanding of state of the art
medical technology and practice. It
also must be a workforce that reflects
and understands the diversity of our
Nation and its connections to all cor-
ners of our planet.

Once again, George Mason Uni-
versity, through its diverse and in-
ternational student body, presents a
leadership profile. GMU’s student
demographics from last school year
record over 1800 international stu-
dents representing 134 different
countries. It seems likely that many
of you may, at some point in your
career, work in international health.
The opportunities to improve health
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and combat diseases throughout the
world are manifold and growing all of
the time.

And this brings me to new para-
digms in public health. Our defini-
tion of “public health” has truly been
transformed over the past few years.
Whether or not you think of your-
selves as “public health professionals,”
you will all be involved in promoting
public health, to the extent you treat
patients or work in administrative
fields that facilitate the delivery of
quality health care. For those of you
who choose the aspects of health care
we have traditionally considered pub-
lic health, this is a watershed period.
The role of the public health sector
has evolved to embrace emergency
preparedness for both natural and
man-made disasters. Public health
professionals rendered valuable as-
sistance to people displaced by hurri-
canes Rita and Katrina. In the future,
many of them, and possibly some of
you, will also serve as first respond-
ers to terrorist threats or biological
agents.

Opportunities also abound to
contribute to health promotion and
disease prevention. In the past, the
traditional “outreach-style” public
health official often could do no more
than offer advice on sanitation and
nutrition. Advances in vaccination,
health screening programs, and other
disease prevention technologies have
dramatically increased the potential
impact of health outreach programs
to improve people’s lives.

With public health, of course,
also comes public trust, and trust in
health care takes several important
forms. First and foremost, there is
trust between provider and patient.

For those of you whose studies in-
volved clinical fields, you understand
thelevel of personal trust your patients
invest in you every day. With conti-
nuity of care, this trust may build over
time. But even on your first clinical
encounter with a new patient whom
you have never met before, when you
walk into an exam room, a hospital
room, or even a person’s home, you
assume a high level of trust and cred-
ibility based solely on your introduc-
tion as a health care professional. In
fields that require the “laying on of
hands,” your patients trust you not
just with their intimate secrets, but
also with their persons. You are trust-
ed to perform competently and keep
your skills up to date, to make sure
your patients receive care that meets
the current gold standard.

You also are granted access to per-
sonal information your patients might
not even share with their closest con-
fidants. 'The obligation to protect
patient confidences now extends to
data encryption and securing laptop
computers. You must live up to the
critical responsibility of safeguarding
that information.

In addition to the deep trust be-
tween patient and provider, there is
also trust between provider and payer.
In our health care system the payer is
often different than the patient and,
in my line of work, the payer is the
federal government. The financial
trust invested in health care profes-
sionals runs equally deep. You exert
enormous influence on what services
your patients will receive, you con-
trol the documentation describing
what services they actually received,
and then bill the patient and their in-
surer for the services provided. These
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claims are generally paid without

question, based solely on documenta-
tion. As a general matter, our health
care systems assume the patient need-
ed the service, that no other service
would have been more appropriate,
and that the service billed was in fact
provided. Medicare and Medicaid in-
vest a tremendous amount of trust in
the health care providers who bill for
care rendered to program beneficia-
ries. Indeed, we trust our health care
providers at a level unmatched in any
other field of endeavor.

The Nation’s taxpayers also trust
the government to administer health
insurance programs on behalf of so-
ciety’s most vulnerable populations.
Nearly one third of our Nation de-
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pend on Medicare, Medicaid, or the
State Children’s Health Insurance
Program to receive important services
paid for with public dollars that are
large in the aggregate but that none-
theless are precious when allocated to
such a large proportion of the popu-
lation. One of the most important
functions of the Inspector General’s
office is to protect these programs
and their beneficiaries through audits,
investigations, and evaluations de-
signed to reduce improper payments,
to ensure access to high quality care,
and to pursue instances of fraud and
abuse.

Most of the coverage and payment
problems uncovered by our work are
not intentional, but more often occur

through inadvertence, carelessness, or
simple mistakes. Health service pro-
fessionals in our many federally fund-
ed programs may unintentionally fall
short of complying with applicable
rules and guidance.

Given the size and complexity
of federal health and human service
programs, and the crucial functions
they serve, the financial integrity
and quality of our health care struc-
ture depends in large measure on the
daily thoughtfulness and awareness
of conscientious, vigilant health care
professionals. The Office of Inspec-
tor General has limited resources and
a mandate not only to pursue fraud
and abuse, but also to recommend
efficiencies and economy in program

Journal of Public Inquiry




administration. As a result, we recog-
nize that a collaborative relationship
with the health care professions is key
to fulfilling our mission, and we have
reached out to providers and to the
health care industry. Over time, this
outreach has contributed significant-
ly toward ensuring that finite health
care program dollars are spent getting
beneficiaries the care that they need.
Since the expenditure of every federal
health care dollar ultimately impli-
cates the health and welfare of benefi-
ciaries, and as the federal government
begins to explore value based pur-
chasing, our office also is increasing
its focus on quality of care. We have
reviewed quality of care issues across a
wide range of health care settings, in-
cluding hospitals, nursing homes, and
clinical trials. With an aging popula-
tion, an increasing number of indi-
viduals with disabilities, and a larger
universe of beneficiaries needing long
term care, nursing homes and other
community-based long term care fa-
cilities are of particular interest.

As with our oversight of federal
health insurance programs, however,
the great majority of improvements
in long term care facilities can be and
often are made by thoughtful health
care professionals and administra-
tors. Using their skills and dedica-
tion, they identify the practices and
policies that enhance quality health
care and contribute their expertise
to develop institutional and systemic
safeguards to ensure that care meets
quality standards.

I would like to emphasize the ben-
eficial role you can often play, not
only in conscientious attention to
complying with applicable rules and
policies, and providing high quality
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care, but in helping public watchdogs
think through ways to make our pro-
grams better.

And in that vein, my final thoughts
today are directed toward this public
aspect of your professional work. I be-
lieve that a career in health care must
necessarily be dedicated to advancing
the public interest in efficacious and
responsible health care service.

The great Greek and Roman found-
ers of our medical and pharmaceuti-
cal arts and sciences that I referenced
at the beginning of my remarks also
emerged from a culture that placed
a high value on a citizen’s personal
participation in public affairs and
personal efforts to improve public be-
havior. The University itself is a man-
ifestation of the Athenian idea of how
to develop an intellectually and pub-
licly engaged citizenry. Now that you
have earned your academic degree, I
urge you to advance toward your ca-
reer objectives with full appreciation
of the public stage upon which you
will apply your knowledge, skill, and
talents. Ilook forward to your joining
in this expansive public-private sector
partnership upon which so much of
the health of our Nation, and of our
world, depends.

Thank you for allowing me to
share this special day with you, and
once again, congratulations! 0%
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PCIE/ECIE MISSION STATEMENT

To accomplish their mission, the PCIE and ECIE
members look to conduct interagency and inter-entity
audit, inspection, and investigation projects to promote
economy and efficiency in federal programs and
operations and address more effectively government-wide
issues of fraud, waste, and abuse.

The Council members also develop policies, standards,
and approaches to aid in the establishment of a well-

trained and highly skilled 1G workforce.
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