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Chairman McCaskill, Mr. Brown, and Members of the Subcommittee:

My name is Richard W. Moore, and | am the Inspector General (IG) for the Tennessee Valley Authority
(TVA). I'was sworn in as the first presidentially appointed-Senate confirmed I1G for TVA, on May 9, 2003.
As the TVA IG, | am responsible for promoting the economy, efficiency, and effectiveness of TVA'’s
programs and operations, and protecting against fraud, waste, and abuse. My office conducts audits,
evaluations, and investigations and in doing so, we help make the Nation’s largest public power producer
better.

Prior to my appointment as an Inspector General, | was an Assistant United States Attorney in the Southern
District of Alabama where | prosecuted primarily white collar fraud cases, many involving crimes against
federal programs. | served as the Senior Litigation Counsel for many years and for a time as the Chief of
the Criminal Division. It was my pleasure to work collaboratively with special agents from most of the
federal law enforcement agencies including the FBI, DEA, IRS, and the U.S. Customs Service.

Since May of 2009, | have chaired the Investigation Committee of the Council of the Inspectors General on
Integrity and Efficiency (CIGIE). The Investigations Committee provides leadership to and serves as a
resource for the Federal investigation community. As it relates to this hearing, the Investigations
Committee administers the community’s investigations peer review program and maintains the
community’s guide for conducting investigations peer reviews.

As noted in your invitation letter, the purpose of today’s hearing is to examine the role of the Special
Inspector General for Afghanistan Reconstruction (SIGAR) in providing independent oversight of
reconstruction contracts in Afghanistan. You asked that my testimony address the recent CIGIE peer
evaluation of SIGAR. This written statement is responsive to your request.

SIGAR’s Request for Assistance

On February 24, 2010, the CIGIE Chair received a letter from General Arnold Fields, Inspector General for
SIGAR requesting that CIGIE conduct a peer evaluation of SIGAR’s operations to determine whether it has
established appropriate work standards; policies, procedures, and management structures to meet those
standards; and a team of highly qualified experts to conduct the level and quality of oversight that the
Congress intended and the taxpayer expects. In his letter, the Inspector General for SIGAR specifically
asked CIGIE to examine aspects of his office’s audit, investigative, and support operations to assist him in
identifying improvements that should be made to ensure that SIGAR was moving in the right direction.
Such a request was unique in the history of the IG community in that it included more than the typical peer
reviews.



The CIGIE Chair convened the CIGIE Executive Council, of which, as Chair of the CIGIE Investigations
Committee, | am a member, to discuss SIGAR’s request and decide on an approach. Through these
discussions, the CIGIE Executive Council determined that conducting three separate yet coordinated
reviews following a standards-based approach would provide SIGAR with the useful, appropriate, and
meaningful information it was requesting. In the interest of leveraging resources, we assembled a multi-
disciplined group of professionals from seven OIGs' to participate on one of the three reviews, as follows:

e To examine SIGAR’s audit organization, we opted to conduct an audit peer review in accordance with
CIGIE’s Guide for Conducting External Peer Reviews of the Audit Organizations of Federal Offices of
Inspector General, based on requirements in the Government Auditing Standards (Yellow Book). As
Chair of the CIGIE Audit Committee, my colleague Jon Rymer, Inspector General, FDIC, led this
project and issued a separate report. He will address that report in both his written testimony and his
testimony before this Committee.

o Toexamine SIGAR’s investigative operations, we opted to conduct a quality assessment review to
assess compliance with the PCIE/ECIE Quality Standards for Investigations and applicable Attorney
General’s Guidelines.” As the Chair of the CIGIE Investigations Committee and 1G at the Tennessee
Valley Authority, my office led that project and issued a separate report. We request that this report be
included as part of the hearing record.

o To review the other management and support operations not covered by either peer review, we used the
standards contained in the IG community’s Quality Standards for Offices of Inspector General (Silver
Book)?® as a foundation for the review and as criteria from which to offer suggestions for improvement.
The Silver Book standards set forth the overall approach for managing, operating, and conducting the
work of Offices of Inspector General (OIG), and in the review team’s opinion, provided a
comprehensive and objective basis for conducting a review of this type. We consolidated the results of
this review and the audit and investigative peer reviews into one report which Mr. Rymer and | signed
and issued on August 10, 2010. We request that overall peer evaluation report be included as part of the
hearing record.

Peer Evaluation of SIGAR

Per SIGAR’s request of February 24, 2010, the overall objective of the peer evaluation was to identify
opportunities for SIGAR to improve its management, audit, investigative, and support operations required
to provide effective oversight commensurate with reconstruction funding levels and risk. The scope of this
evaluation included SIGAR’s operations from its enabling legislation in 2008 forward. We began the peer
evaluation and both peer reviews with an entrance conference at SIGAR on April 2, 2010. Over the next
four months, the review teams performed work in Arlington, Virginia, and Kabul, Afghanistan.

' The 26 group members are managers, auditors, and investigators representing Offices of Inspector General from the
Department of Defense, Federal Deposit Insurance Corporation, Department of the Interior, Department of State,
Tennessee Valley Authority , U.S. Department of Agriculture, and U.S. Agency for International Development.

2 For purposes of the investigative quality assurance review, the Attorney General Guidelines include the Attorney
General Guidelines for Offices of Inspectors General with Statutory Law Enforcement Authority (2003), Attorney
General's Guidelines for Domestic Federal Bureau of Investigation Operations (2008), and Attorney General's
Guidelines Regarding the Use of Confidential Informants (2002).

% In 2003, the President's Council on Integrity and Efficiency in conjunction with the Executive Council on Integrity and
Efficiency updated the quality standards that are now contained in the Silver Book. In 2008, the two Councils were
merged by the Inspector General Reform Act of 2008 creating the Council of the Inspectors General on Integrity and
Efficiency.
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As noted above, the audit peer review team focused on SIGAR’s audit organization and the investigative
peer review team focused on SIGAR’s investigative operations. The third team performed a management
and operations review of SIGAR encompassing activities not subject to either of these peer reviews. Using
the Silver Book as overarching criteria, this third team based its review on the following nine quality
standards: ethics, independence, and confidentiality; professional standards; internal controls; quality
assurance; planning and coordinating; communicating results; managing human capital; reviewing
legislation and regulations; and receiving and reviewing allegations.

The Silver Book does not set forth prescriptive requirements for federal Inspectors General, because the
needs of each OIG can vary significantly due to differences in the activities of their host agencies. As such,
this third review team did not opine on “compliance” or “performance,” but rather evaluated, based on the
team’s collective knowledge and experience, whether SIGAR’s practices aligned with Silver Book
standards and to what extent SIGAR had implemented those practices. The review team did provide
suggestions in those circumstances where, in their judgment, improvements could be made or efficiencies
achieved.

In conducting this review, we learned early on that SIGAR was very different from our own organizations.
First, SIGAR is a young organization that is still working to establish its overall structure and operational
policies and procedures and instill the rigor to ensure compliance. Both peer reviews were conducted at
least 18 months earlier than such reviews would have been required. Second, SIGAR had the difficult
challenge of operating in Afghanistan, which is significantly different from most OIGs who conduct
activities exclusively in the United States. While a few other federal OIGs conduct operations in
Afghanistan and other dangerous and difficult locations around the globe, we acknowledge that these
challenges contribute to the complexity of establishing a new OIG.

Our reviews, however, made no allowance for any unique difficulties presented by operating in a hostile
war environment. SIGAR was held to the same standards that any other federal inspector generals office
would be held including those offices who currently operate along with SIGAR in Afghanistan.

In our report, we offered consultative observations for SIGAR to consider according to the nine Silver Book
standards. The most significant observations included the need for:

(1) A robust risk assessment and reassessment process, which considers stakeholder input at all levels, to
ensure coverage of higher risk areas in audit and investigative strategic planning processes;

(2) Improvements in the area of performance management, including more definition in setting performance
targets and a more comprehensive system of monitoring performance;

(3) Development and refinement of audit and investigative processes to address deficiencies and instances
of noncompliance; and

(4) Implementation of quality assurance programs to ensure ongoing compliance with professional
standards.

Additionally, the audit and investigative peer review reports addressed the professional standards element
of the Silver Book and touched on a number of other elements. As appropriate, we included certain aspects
of the audit and investigative peer reviews in the body of the peer evaluation report.

SIGAR’s written response of August 6, 2010, committed to taking action on the 22 suggestions that we
made, and indicated that senior management will place emphasis on four specific areas: risk-based
planning, correction of the deficiencies identified in the peer reviews, quality assurance, and organizational
and individual performance assessment.



In our view, the Silver Book is an especially useful tool to OIGs, as it provides a comprehensive foundation
for establishing practices that can enable 1Gs to successfully address the challenges to their individual
missions. Going forward, as we noted in our report, SIGAR should avail itself of the Silver Book guidance
and use it to assess and reassess its approach in a number of critical areas as it strives to accomplish its
mission.

External Peer Review of SIGAR’s Investigations Organization

The investigation peer review resulted in a determination that SIGAR was not in compliance with the peer
review standards applicable to all statutory OIGs. The two possible outcomes of an investigation peer
review are a determination that an organization is “in compliance” or “not in compliance” with relevant
standards. The peer review determined that from the inception of SIGAR to April 16, 2010, the safeguards
and management procedures in SIGAR did not provide reasonable assurance of conforming with
professional standards in the conduct of its investigations. This determination was based on ten findings
attached to the report dated July 9, 2010. The immediate consequence of this determination was that as
Chairman of the CIGIE Investigations Committee | forwarded the report to the Attorney General to
consider whether SIGAR’s law enforcement powers should be suspended, pending correction of the
identified deficiencies. The investigative peer review team believes that these deficiencies, while
significant, can be remedied by SIGAR over time, given the commitment of SIGAR’s investigative staff to
implement the required policies and procedures.

Perhaps the one choice having the greatest impact on SIGAR’s investigative operations during the review
period was the decision not to actively hire investigators and put them in the field until one certain
candidate for the Assistant Inspector General for Investigations position was hired. In the end, that
candidate was not hired, and SIGAR’s investigative productivity was adversely impacted for almost a year.
Currently, however, SIGAR’s agents work jointly with other agents on the International Contract
Corruption Task Force in Afghanistan and are making a valuable contribution in the effort to combat fraud.
SIGAR generally concurred with the findings included in the peer review report.

Comparatively speaking, SIGAR is a young organization that is still working to establish its overall
structure and operational policies and procedures and instill the rigor to ensure compliance. It is important
to note that both peer reviews were conducted at least 18 months earlier than such reviews would have been
required. We believe the results of the peer reviews, which utilize standards that are intended to be
applicable to more mature organizations, reflect, in part, SIGAR’s relatively recent establishment.
Nevertheless, we also believe these reviews provide valid assessments of SIGAR’s audit and investigative
functions, as of the end of their respective review periods, and provide valuable insight into key areas where
SIGAR’s operations can be enhanced and improved.
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The Peer Evaluation of the Special Inspector General for Afghanistan Reconstruction is attached to my
written testimony as Appendix A. We refer to this report as a “capstone report” as it provides an over-arching
framework for assessing SIGAR. The capstone report done pursuant to the Silver Book has relevant
attachments including the Report on the Quality Assessment Review of the Investigative Operation of SIGAR
designated as “Appendix V.”



As Chairman of the CIGIE Investigations Committee, | had oversight responsibilities for the peer review of
SIGAR’s investigations operations. The real work of the review, however, was done by Special Agent in
Charge Paul Houston, TVA Office of Inspector General, and his team which consisted of special agents
from several OIG offices including, the Department of Defense, the Department of State, the Department of
the Interior, the Department of Agriculture and the Agency for International Development. | am grateful
for their contributions to this review as well as the Inspectors General who made it possible for them to
serve.

I want to particularly acknowledge Christopher Fair, DCIS, who provided invaluable insights and assistance
to me as the representative of the investigations peer review team when we traveled to Afghanistan in June
of 2010. His previous “in country” experience and appreciation for conducting investigations in a wartime
environment afforded me the context needed to properly evaluate SIGAR’s investigations work in
Afghanistan. 1 also want to acknowledge the professional courtesies extended to the team by SIGAR’s staff
in Kabul during our review of SIGAR’s investigative unit. They were fully cooperative and made our brief
stay in Kabul more productive.

The capstone report done pursuant to the Silver Book was ably led by my Deputy, Ben Wagner. His team
included representatives from several OIG offices including, the Department of Defense, the FDIC, the
Department of the Interior, the Department of State, the Tennessee Valley Authority, U.S. Agency for
International Development, and the Department of Agriculture.

The review of SIGAR was a joint effort with my colleague Jon Rymer, Inspector General at FDIC and
Chairman of the CIGIE Audit Committee. The Tennessee Valley Authority Office of Inspector General
and the FDIC Office of Inspector General provided the bulk of the coordination necessary to insure that the
three reports (audit, investigations, and capstone) were issued timely and professionally. While peer
reviews within the federal inspector general community are routine, the review of SIGAR was unigue and
required extraordinary expertise and focus. Our staffs met that challenge and any value in our reports
results from their leadership and dedication.

Finally, this review was the official product of the Council of Inspectors General for Integrity and
Efficiency and not the work of any particular IG office. Phyllis Fong, Chair of CIGIE and Inspector
General for the Department of Agriculture provided extraordinary leadership in responding to the
challenges presented by the SIGAR review. CIGIE has been well served by her dedication to a professional
process.

Follow-On Review

The Peer Evaluation of the Special Inspector General for Afghanistan Reconstruction dated August 2010
suggested that SIGAR request follow-up reviews “when appropriate.” General Fields has made that request
in at letter dated October 29, 2010, addressed to the Chair of CIGIE (see Appendix B). As Chairman of the
CIGIE Investigations Committee, | responded to General Fields in a letter dated November 9, 2010 (see
Appendix C).

As set forth in my letter to General Fields, the follow-on review will not serve as an external peer review of
SIGAR’s investigations component. The investigations peer review that was conducted during the summer
of 2010 was backward-looking review requiring the team to examine and opine on the investigation
component’s system of quality control over a period of time. Peer reviews generally cover a one-year
period to ensure that there are sufficient investigative reports, policies, and systems to review and test for
compliance and arrive at an opinion. Therefore, the findings of the Report on the Quality Assessment
Review (QAR) for the Investigative Operation of SIGAR dated July 2010 will not change regardless of the
results of the follow-on review.



As | have noted previously, because the QAR resulted in a determination that SIGAR was not in
compliance with the applicable standards, and particularly the Attorney General guidelines, | notified
Attorney General Eric Holder by letter dated July 15, 2010, that SIGAR was not in compliance. It is the
Attorney General’s responsibility to determine if SIGAR’s law enforcement powers should be suspended or
rescinded.

I have been advised by a representative of the Justice Department that no decision has been made by the
Attorney General on this matter and none will until the results of the follow-on review are known. |
anticipate that it will take two agents from the original review team 2 to 3 days to conduct the field work at
SIGAR’s headquarters in Arlington, Virginia, and the written report will be available in early December
2010. 1 will provide the results of the follow-on review to the Department of Justice as requested.

As | noted in my letter to the Attorney General in July 2010, the review team concluded that while the

10 reportable findings that resulted in a determination of noncompliance were substantial, SIGAR was
capable of curing those deficiencies and exhibited every intent to do so.

Concluding Remarks

This concludes my testimony. | am available to answer any questions that you may have.
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This review was conducted by
the following

Offices of Inspector General

Department of Defense
Federal Deposit Insurance Corporation
Department of the Interior
Department of State
Tennessee Valley Authority
U.S. Agency for International Development
U.S. Department of Agriculture



Council of the

INSPECTORS GENERAL
9 > on INTEGRITY and EFFICIENCY

August 10, 2010

Honorable Arnold Fields
Inspector General
Special Inspector General for Afghanistan Reconstruction

Dear General Fields:

In response to your February 24, 2010, request letter to the Chair of the Council of the
Inspectors General on Integrity and Efficiency (CIGIE), we conducted a peer evaluation
of the operations of the Special Inspector General for Afghanistan Reconstruction
(SIGAR) to determine whether your office has established appropriate work standards;
policies, procedures, and management structures to meet those standards; and a team of
highly qualified experts to conduct the level and quality of oversight that the Congress
intended and the taxpayer expects.

This type of independent evaluation is unique in the history of the Inspector General (1G)
community. In the interest of leveraging resources and providing you constructive
feedback, a multi-disciplined group of professionals from seven Offices of Inspector
General (OIG) was assembled to conduct this work. Using the standards contained in the
IG community’s Quality Standards for Offices of Inspector General (Silver Book) as a
foundation, certain members of the group reviewed SIGAR operations and offered
suggested improvements based on their collective knowledge and experience.

Concurrent with this review, members of the group also conducted two separate peer
reviews of SIGAR’s audit and investigative operations. The results of those reviews are
included in their entirety as appendices to this report. As appropriate, certain aspects of
the peer reviews are also discussed in the body of the report in relation to relevant Silver
Book standards.

It is important to note the unusual timing of the three reviews. As you acknowledge in
your request letter, normal practice would be to wait until at least the third year of an I1G’s
existence before a peer review is conducted. However, you asked that the CIGIE Chair
consider engaging with your office in February, 19 months into your existence, to
examine aspects of your audit, investigative, and support operations to assist you in
identifying improvements that should be made to ensure you are moving in the right
direction. We honored that request and, to that end, presented a number of suggested
improvements to enhance SIGAR’s operations in this report.



In transmitting our draft report to you, we stated that we hoped that the observations and
suggestions presented in the report would assist you in accomplishing the IG mission that
you carry out on behalf of the American people. Your written response of August 6,
2010 commits to taking action on all 22 suggestions that we made. Moreover, you
indicated that that senior management would place emphasis on four areas in particular:
risk-based planning, including obtaining stakeholder input; correction of the deficiencies
identified in both the audit and investigative peer reviews; enhancement of the quality
assurance program for audits and development of a quality program for investigations;
and development of performance systems to assess both organizational and individual
success. We believe that these actions are necessary and, if successfully implemented,
will help your office make needed improvements as you continue to evolve.

We are thankful to the group members for volunteering to participate in these efforts, for
the expertise they brought to bear, and for the collaborative and professional manner in
which they approached their work. We appreciate the support of their IGs in this
endeavor. We also appreciate the courtesy and cooperation extended to us by you and
your staff, and the assistance of members of the OIGs of the Department of Defense,
Department of State, and U.S. Agency for International Development who facilitated our
travel to and work in Afghanistan.

Sincerely,
Jon T. Rymer Richard W. Moore

Chair, CIGIE Audit Committee Chair, CIGIE Investigations Committee



Table of Contents

INEFOTUCTION ...ttt bbb bbbt eneas 1
EXECUTIVE SUMIMATY ...ttt et e s e te et e s e neeeeeneenns 2
HISTOFY OF SIGAR ... .ottt te et esteeteeneenrs 5
SIGAR-Identified ChallenNQes ..........ccceiieiiiieciee e 7
Observations and Suggestions by Silver Book Standard ............ccccccoecviiiviein e, 8
Ethics, Independence, and Confidentiality ...........ccoooieiiiiiiiinin s 9
Professional Standards. ..o 10
Ensuring Internal CoNtrol ...........coooiiiiiiiiiiee e 14
Maintaining QUAlItY ASSUIANCE .......cccueiverieiieieerieeiesee e eeeseesteeeessee e eaesreesreeneens 16
Planning and Coordinating ..........ccccviieireriesieeieeie e e sie e e see et ae e nne s 17
Communicating Results of OIG ACHVILIES .......ccvcvveiieieiieceece e 22
Managing Human Capital...........ccccceeiiiiieie s 24
Reviewing Legislation and ReguIations ...........ccccceiveiiiiieie i 27
Receiving and Reviewing AllEgations............cccueiveieiieeiieese e se e see e 28
FINAl ODSEIVALIONS .....c.viiiiiiiiiieiieie ettt bbbt 28
SIGAR Comments and Our EVAlUALION ..........cooeiiiiiiiiiineeeeee s 30
Appendix I: February 24, 2010, SIGAR Letter to CIGIE Chair ......c...ccccceevevivennnee. 31
Appendix I1: Objective, Scope, and Methodology .........cccceveviieiieic i 32
Appendix I1: List of Stakeholders Providing INput ... 34
Appendix 1V: System Review Report on SIGAR’s Audit Organization ................... 36

Appendix V: Report on the Quality Assessment Review of the
Investigative Operation Of SIGAR ... 49

Appendix VI: SIGAR Response to Peer Evaluation............cccocoiiiiinninnn e 60






SIGAR Peer Evaluation

Introduction

On February 24, 2010, the Special Inspector General for Afghanistan
Reconstruction (SIGAR) requested assistance from the Chair, Council of the
Inspectors General on Integrity and Efficiency (CIGIE). This request was
initiated to determine whether SIGAR has established: (1) appropriate work
standards; (2) policies, procedures, and management structures to meet those
standards; and (3) a team of highly qualified experts to conduct the level and
quality of oversight over Afghanistan’s reconstruction programs that the
Congress intended and the taxpayer expects. Specifically, SIGAR asked CIGIE
to examine management, audit, investigative, and support operations to assist in
identifying needed improvements for current and future work. Pursuant to CIGIE
discussions, the Chair referred the SIGAR request to the Chairs of CIGIE’s Audit
Committee and Investigations Committee and asked that they lead the evaluation.
Subsequently, the Chairs of both Committees assembled a group of 26 multi-
disciplined professionals from within the Inspector General (IG) community* to
undertake this unprecedented review.

The overall objective was to identify opportunities for SIGAR to improve its
management, audit, investigative, and support operations required to provide
effective oversight commensurate with reconstruction funding levels and risk.
The scope of this evaluation included SIGAR’s operations from its enabling
legislation in 2008 forward.

To conduct the work, the group was divided into three separate teams. One team
performed an external peer review of SIGAR’s audit organization in accordance
with CIGIE’s Guide for Conducting External Peer Reviews of the Audit
Organizations of Federal Offices of Inspector General, based on requirements in
the Government Auditing Standards (Yellow Book). A second team performed a
quality assessment peer review of SIGAR’s investigative operations based on
Quality Standards for Investigations® and applicable Attorney General
Guidelines.® As is the practice in the IG community, these two teams issued
opinions as a result of their reviews. In the interest of obtaining as full an
understanding of SIGAR operations and progress over time as possible, the peer
review teams examined all investigations closed through April 16, 2010, and all
audit reports issued through March 31, 2010.

he 26 group members are managers, auditors, and investigators representing Offices of
Inspector General from the Department of Defense, Federal Deposit Insurance Corporation,
Department of the Interior, Department of State, Tennessee Valley Authority , U.S.
Department of Agriculture, and U.S. Agency for International Development.

2Adopted by CIGIE but have not been reprinted.

3For purposes of the investigative quality assurance review, the Attorney General Guidelines
include the Attorney General Guidelines for Offices of Inspectors General with Statutory Law
Enforcement Authority (2003), Attorney General's Guidelines for Domestic Federal Bureau of
Investigation Operations (2008), and Attorney General's Guidelines Regarding the Use of
Confidential Informants (2002).




SIGAR Peer Evaluation

A third team performed a management and operations review of SIGAR
encompassing activities not subject to the audit and investigations peer reviews.
As overarching criteria, using the Quality Standards for Federal Offices of
Inspector General (Silver Book),” the Silver Book review team developed an
evaluation framework based on these quality standards. The standards set forth
the overall approach for managing, operating, and conducting the work of Offices
of Inspector General (OIG) and address: ethics, independence, and
confidentiality; professional standards; internal controls; quality assurance;
planning and coordinating; communicating results; managing human capital;
reviewing legislation and regulations; and receiving and reviewing allegations. In
the review team’s opinion, these standards provide a comprehensive and
objective basis for conducting a review of this type. Given the nature of the
overall evaluation, in conducting its review, this team sought input from SIGAR
stakeholders,” including congressional committees of jurisdiction, the Department
of Defense and its component organizations, the Department of State, the U.S.
Agency for International Development, and the Department of Justice. As
appropriate, certain aspects of the audit and investigative peer reviews are also
discussed in the body of the report in relation to relevant Silver Book standards.

The Silver Book does not set forth prescriptive requirements for federal
Inspectors General, because the needs of each OIG can vary significantly due to
differences in the activities of their host agencies. Therefore, the Silver Book
review team did not opine on “compliance,” but rather evaluated, based on the
team’s collective knowledge and experience, whether SIGAR’s practices aligned
with Silver Book standards and to what extent SIGAR had implemented those
practices. The review team did provide suggestions in those circumstances
where, in their judgment, improvements could be made or efficiencies achieved.

In addition to work performed in the United States, representatives from each of
the three review teams travelled to Kabul, Afghanistan, to interview SIGAR’s
many stakeholders and staff in that region and to gain a fuller understanding of
the challenges of conducting work in a war zone. Appendix | presents SIGAR’s
letter to the CIGIE Chair requesting the assistance. Appendix Il presents
additional details on the team’s objective, scope, and methodology. Appendix 11
presents the list of stakeholders who provided input for this project.

Executive Summary

The purpose of this review was to identify opportunities for SIGAR to improve
its management structures and operations. The review team chose a standards-

*In 2003, the President’s Council on Integrity and Efficiency in conjunction with the Executive
Council on Integrity and Efficiency updated the quality standards that are now contained in
the Silver Book. In 2008, the two Councils were merged by the Inspector General Reform Act
of 2008 creating the Council of the Inspectors General on Integrity and Efficiency.

°For the purpose of this review, stakeholders include congressional staff, White House and
Administration officials, officials from other OIGs, and auditees.
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based approach to evaluate SIGAR against the standards that each OIG should
consider in the conduct of official duties in a professional manner. Through this
review, we arrived at opinions on SIGAR’s audit and investigative organizations
and have provided observations and suggestions on SIGAR’s overall
management and operations.

As noted above, the Silver Book does not set forth prescriptive requirements for
federal Inspectors General; therefore, this report does not provide an overall
opinion regarding SIGAR’s compliance. The focus of this review was to
consider each of the nine standard areas discussed in the Silver Book and provide
our observations, identify better practices based on our collective knowledge and
experience, and offer suggestions for improvement. In our view, the Silver Book
is an especially useful tool to OIGs in this regard, as it provides a comprehensive
foundation for establishing practices that can enable inspectors general to
successfully address the challenges to their individual missions. Once again, the
Silver Book does not offer a basis on which an opinion as to “compliance” or
“performance” can be rendered against objective standards. However, for the
reasons discussed in this report, we believe SIGAR should avail itself of the
Silver Book guidance and use it to assess and reassess its approach in a number of
critical areas as it strives to accomplish its mission going forward.

The most significant of the Silver Book observations included the need for (1) a
robust risk assessment and reassessment process, which considers stakeholder
input at all levels, to ensure coverage of higher risk areas in audit and
investigative strategic planning processes; (2) improvements in the area of
performance management, including more definition in setting performance
targets and a more comprehensive system of monitoring performance;

(3) development and refinement of audit and investigative processes to address
deficiencies and instances of noncompliance; and (4) implementation of quality
assurance programs to ensure ongoing compliance with professional standards.
Additionally, the audit and investigative peer review reports previously issued
addressed the professional standards element of the Silver Book and touched on a
number of other elements. As such, we have included highlights from those
reports.

The audit peer review resulted in a rating of pass with deficiencies.® As an audit
organization, SIGAR should conduct, supervise, and coordinate its audits
according to the Yellow Book. According to the July 2007 revision of the
Yellow Book, high-quality auditing is essential for government accountability to
the public and should provide independent, objective, fact-based, nonpartisan
assessments of the stewardship, performance, and cost of government policies,
programs, and operations. Specifically, the audit peer review concluded that
SIGAR’s system of quality control was suitably designed, because the draft
policies and procedures in effect during the period under review adequately
covered areas required by the Yellow Book. However, compliance with these
policies and procedures was inconsistent and incomplete. The audit peer review

bFor the purpose of this review, stakeholders include congressional staff, White House and
Administration officials, officials from other OIGs, and auditees.
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team specifically identified five deficiencies in the audit organization’s practices
that could create situations in which SIGAR would have less than reasonable
assurance of performing and reporting on audits in conformity with the Yellow
Book and its policies and procedures. SIGAR concurred with the results of this
peer review and has committed to implementing corrective actions to overcome
each of the deficiencies noted. Appendix IV contains the final 