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WATCHING THE WATCHERS: THE NEED FOR
SYSTEMIC REFORMS AND INDEPENDENCE
OF THE STATE DEPARTMENT INSPECTOR
GENERAL

TUESDAY, APRIL 5, 2011

HOUSE OF REPRESENTATIVES,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC.

The committee met, pursuant to notice, at 10 o’clock a.m., in
room 2172 Rayburn House Office Building, Hon. Ileana Ros-
Lehtinen (chairman of the committee) presiding.

Chairman ROS-LEHTINEN. The committee will come to order.

After recognizing and the ranking member, my friend, Mr. Ber-
man, for 7 minutes each for our opening statements, I will recog-
nize any other members that want to seek recognition for a 1-
minute opening statement. We will then hear from our witnesses,
and I would ask you to summarize your prepared statements for
5 minutes before we move to the question and answer with mem-
bers under the 5-minute rule.

And without objection, the witnesses’ prepared statements will
be made part of the record, and members may have 5 days to in-
sert statements and questions for the record, subject to the length
limitation in the rules.

And the chair now recognizes herself for 7 minutes. Thank you.

A robust and effective Office of Inspector General is Congress’
first line of defense against waste, fraud, abuse, and mismanage-
ment. This committee and the State Department’s Inspector Gen-
eral must have a shared interest in ensuring that the State De-
partment is managed effectively and efficiently to achieve our na-
tion’s foreign policy goals.

Now more than ever, given global developments and emerging
threats, combined with economic challenges facing our nation, we
must have a State Office of Inspector General that challenges State
Department management to function with transparency and ac-
countability.

For over 30 years, the General Accountability Office has raised
concerns about the independence and reliability of the Office of In-
spector General for the Department of State. GAO first questioned
the structural independence of the State OIG in 1978 when it
pointed out the problem with appointing Foreign Service officers as
inspectors general who then leave the State OIG office to become
ambassadors for the Department. In short, how can they be trusted
to provide objective, unbiased reviews of State Department oper-
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ations when their career advancement hinges on the type of assess-
ment they give to programs or peers?

GAO noted that the revolving door was also an issue, even for
lower level positions in which active Foreign Service officers are as-
signed to lead Embassies and consular post positions. Congress in-
tended to remedy this problem in 1986 when the Inspector General
position was made a Presidential appointment and when career
members of the Foreign Service were specifically excluded from the
pool of eligible candidates. However, as GAO noted in its 2007 re-
port, this restriction has often been circumvented for extended peri-
ods when no permanent IG is chosen to serve and, instead, a For-
eign Service officer holds the position in an acting capacity.

Our committee has received a number of whistleblower com-
plaints through our new Web site feature where whistleblowers al-
leged that, due to the revolving door relationship between State
OIG and state management, adverse findings regarding contract
management have been whitewashed, and managerial decisions re-
garding promotions, awards, assignments, and grievances were
susceptible to arbitrary adjudications.

The Project on Government Oversight (POGO), an independent,
non-profit organization that investigates government misconduct,
directly calls into question the objectivity of the State Department’s
Inspector General’s office and of its leadership. Among other
things, POGO questions the Ambassador’s personal times to De-
partment management.

Citing various e-mails it has obtained, POGO asserts that the
Ambassador was doing just enough regarding state operations in
Iraq to try to avoid losing jurisdiction to the Special Inspector Gen-
eral for Iraq Reconstruction, but not enough to identify and address
the problems.

This committee also received separate evidence of disturbing mis-
conduct in State OIG criminal investigations. The committee’s re-
view was triggered by a March 2010 referral sent by a Federal Dis-
trict Court judge who was disturbed by evidence that a State OIG
investigation connected with a case before him had been seriously
compromised.

Our staff continues to look into these allegations. Whether real
or perceived, compromise of independence is a serious problem for
State OIG. In addition, GAO has long criticized State OIG for over-
reliance on inspections as an oversight mechanism.

In its previous reports, GAO found State OIG inspection reports
to be superficial and thin, lacking in quality assurance normally re-
quired of an OIG. Acknowledging that State OIG has had a re-
quirement periodically to inspect every post, GAO recommended
fuller use of audits instead.

As our GAO witness will describe during her testimony, audits
require more stringent requirements than inspections for docu-
mentation to support findings, and are subject to external peer re-
view. This makes a significant difference regarding quality assur-
ance.

The recent reclassification of all audits conducted by the State
OIG’s Middle East Regional Office provides a case in point. An ex-
ternal peer review conducted by the OIG of the National Aero-
nautics and Space Administration found numerous reporting defi-
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ciencies that caused State OIG to reclassify all Middle East Re-
gional Office audits from January 2008 to September 20, 2009, as
inspections.

State OIG has indicated that the Middle East Regional Office
will be folded into its larger audit unit. However, the fact that the
Middle East Regional Office performed so poorly in such a high-
risk area is deeply troubling.

I am particularly concerned with adequate oversight in this area,
given the billions of dollars that will be at stake as operations in
Iraq are transitioned from the Department of Defense to the De-
partment of State. In preparation for this hearing, we asked GAO
to determine whether State OIG is making progress toward imple-
menting its longstanding recommendations. Your report indicates
that actions are underway, but more needs to be done. We need
confidence in the State OIG, and we will be vigilant in making sure
that they continue to improve.

And with that, I would like to yield time to my friend, my rank-
ing member, Mr. Berman of California, for his opening remarks.

[The prepared statement of Chairman Ros-Lehtinen follows:]
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Opening Statement of Hon. lleana Ros-Lehtinen, Chairman
Committee on Foreign Affairs
“Watching the Watchers: The Need for Systemic Reforms and Independence of the State
Department Inspector General”
Tuesday, April 5, 2011

A robust and effective Office of Inspector General is Congress’ first line of defense against
waste, fraud, abuse, and mismanagement. This Committee and the State Department’s Inspector
General must have a shared interest in ensuring that the State Department is managed effectively
and efficiently to achieve our nation’s foreign policy goals.

Now more than ever, given global developments and emerging threats, combined with economic
challenges facing our nation, we must have a State Office of Inspector General that challenges
State Department management to function with transparency and accountability.

For over thirty years, the General Accountability Office has raised concerns about the
independence and reliability at the Office of Inspector General for the Department of State.
GAO first questioned the structural independence of the State O1G in 1978, when it pointed out
the problem with appointing Foreign Service Officers as Inspectors General who then leave the
State OIG office to become Ambassadors for the Department.  In short, how can they be trusted
to provide objective, unbiased reviews of State Department operations when their career
advancement hinges on the type of assessment they give to programs or peers?

GAOQ noted that the revolving door was also an issue even for lower level positions in which
active Foreign Service Officers are assigned to lead embassy and consular post inspections.
Congress intended to remedy this problem in 1986 when the Inspector General position was
made a presidential appointment and when career members of the Foreign Service were
specifically excluded from the pool of eligible candidates. However, as GAO noted in its 2007
report, this restriction has often been circumvented for extended periods when no permanent [G
is chosen to serve and, instead, a Foreign Service Officer holds the position in an acting capacity.

COur Committee has received a number of whistleblower complaints through our new website
feature, where whistleblowers alleged that due to the revolving door relationship between State
O1G and State Management, adverse findings regarding contract management have been
whitewashed and managerial decisions regarding promotions, awards, assignments, and
grievances were susceptible to arbitrary adjudication.

The Project on Government Oversight (POGO), an independent, non-profit organization that
investigates government misconduct, directly calls into question the objectivity of the State
Department’s Inspector General’s office and of its leadership. Among other things, POGO



Page 2 of 2

questions the Ambassador’s personal ties to Department management. Citing various emails it
has obtained, POGO asserts that the Ambassador was doing just enough regarding State’s
operations in Iraq to try to avoid losing jurisdiction to the Special Inspector General for Irag
Reconstruction, but not encugh to identify and address the problems.

This Committee also received separate evidence of disturbing misconduct in State OIG criminal
investigations, The Committee’s review was triggered by a March 2010 referral, sentby a
Federal District Court judge who was disturbed by evidence that a State O1G investigation
connected with a case before him had been seriously compromised.

QOur staff continues to look into these allegations. Whether real or perceived, compromise of
independence is a serious problem for State OIG. In addition, GAO has long criticized State
OIG for over-reliance on inspections as an oversight mechanism. In its previous reports, GAQ
found State OlG inspection reports to be superficial and thin, and lacking in quality assurance
normally required of an OIG.  Acknowledging that State OIG has had a requirement
periodically to inspect every post, GAO recommended fuller use of audits instead.

As our GAQ witness will describe during her testimony, audits require more stringent
requirements than inspection to document and support findings, and are subject to external peer
review, This makes a significant difference regarding quality assurance. The recent
reclassification of all audits conducted by the State O1G’s Middle East Regional Office (MERO)
provides a case in point. An external peer review conducted by the OIG of the National
Aeronautics and Space Administration found numerous reporting deficiencies that caused State
OIG to reclassify all MERO audits from January 2008 to September 30, 2009, as inspections.
State OIG has indicated that MERQ will be folded into its larger audit unit. However, the fact
that MERQ performed so poorly in such a high risk area is deeply troubling.

1 am particularly concerned with adequate oversight in this area given the billions of dollars that
will be at stake as operations in Iraq are transitioned from the Department of Defense to
Department of State. In preparation for this hearing, we asked GAO to determine whether State
OI1G is making progress towards implementing its longstanding recommendations.

Your report indicates that actions are underway but more needs to be done. We need confidence
in the State OIG and we will be vigilant in making sure that they continue to improve.

Mr. BERMAN. Well, thank you very much, Madam Chairman. I
appreciate your calling this hearing. Your opening testimony start-
ed out by referring to the State Department’s Inspector General as
the first line of defense. My opening statement starts out referring
to the Inspector General as the last line of defense against waste,
fraud, and abuse at the State Department. Maybe it is an inter-
mediate line of defense, but it is supposed to be a line of defense.

Foreign Service officers, civil service employees, and, of course,
the U.S. taxpayers should have absolute confidence that the IG’s
office serves as an unassailable mechanism of accountability in the
State Department. And, to my way of thinking, the office has often
performed this function admirably.

Nonetheless, as described by the chairman, a 2007 Government
Accountability Office report flags a number of systematic concerns
with the IG’s office. First, the rotation of Foreign Service officers
in the IG’s office, a statutory legacy of the Foreign Service Act of
1980, raises questions regarding the independence of the organiza-
tion.
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One could argue that FSOs bring unique expertise to State De-
partment oversight, including an intimate knowledge of the way
our overseas missions work—or don’t work—as the case may be.
But this must be weighed against the concern that reliance on sen-
ior State Department personnel to conduct oversight creates both
the image and the possibility of a conflict of interest. I would wel-
;:_ome the views of our witnesses on the role of FSOs in the IG’s of-
ice.

Second, I am also interested in the views of our panelists regard-
ing the balance between audits—the standard product of most IG
offices—and inspections, the traditional focus of the State IG, based
on its historical mandate to inspect foreign posts.

The GAO report indicates that the State IG generally conducts
about two inspections for every one audit. It also found that key
management challenges, such as counterterrorism and information
sec&lrity, were overwhelmingly subject to inspections rather than
audits.

I understand that the IG incorporates elements of an audit into
many inspections, but in many ways they are distinct products
with different methodologies. Especially as the State Department
assumes unprecedented roles and responsibilities in both Iraq and
Afghanistan, including the management of massive contracts, to
what extent should the IG place a greater emphasis on audits?

Finally, the GAO expresses concerns about inadequate resources
for the IG, a concern that I share. If this Congress is serious about
eradicating waste and abuse, if it really wants to ensure effective
oversight over funds, and if it genuinely wants to foster greater ac-
countability over taxpayer dollars, we must ensure adequate
resourcing of the IG’s office.

I would note that the Continuing Resolution passed by my col-
leagues a few weeks ago would cut the State IG’s budget 17 per-
cent below current operating levels, which will result in a hiring
freeze and curtain oversight of operations in Iraq and Afghanistan,
if that level of cut were to pass. I don’t understand why my col-
leagues would insist on cutting the budget of the very organization
intended to ensure funds are well spent.

Incidentally, and somewhat ironically, the CR also cuts the funds
for the GAO, the organization that authored the report upon which
this hearing is based.

I commend the chairman for holding this hearing and look for-
ward to the witnesses’ comments. And in an unprecedented act, I
yield back the balance of my time, thereby making the first effort
to cut waste. [Laughter.]

Chairman ROS-LEHTINEN. Very well done, Mr. Berman.

I would like to recognize Mr. Marino, if he would have a 1-
minute opening statement.

Mr. MARINO. Thank you, Madam Chair, but I have no statement.

Chairman R0OS-LEHTINEN. Thank you, sir.

Mr. Rohrabacher.

Mr. ROHRABACHER. Well, I guess I am here to talk about the
middle line of defense, seeing that we have the first line and the
last line.

I think that a careful look at why the American people are dis-
illusioned is not necessarily because of corruption and some mis-
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appropriation of funds. I think that what we have, Madam Chair-
man, instead is disillusionment because of policy. Policy leads us
to a position.

I think that a certain amount of corruption and a certain amount
of waste and fraud is expected in any major operation in the midst
of conflict. I have seen it since I was a young person in Vietnam,
and I have seen it in every conflict I have been in since, just as
collateral damage and the loss of civilian life is part of what hap-
pens in those type of deployments.

But that doesn’t mean we should accept them, and we have to
work against it. But it goes with the territory, and it is up to us
to minimize that type of collateral damage and waste and fraud.
But most important, it is up to us to have the right policy of gov-
ernment, to have the right policies, and I believe the United States
Government has been engaged in economy-building instead of
emergency and crisis aid. And that goes down to the very heart of
the reason the American people are disillusioned, because that
strategy cannot be successful, and it hasn’t been.

So with that said, thank you, Madam Chairman.

Chairman ROS-LEHTINEN. Thank you, Mr. Rohrabacher.

Mr. ROHRABACHER. Looking forward to the hearing.

Chairman ROS-LEHTINEN. Thank you.

Mr. Higgins is recognized.

Mr. HiGGINS. I don’t have an opening statement, Madam Chair.
I will have questions during the question and answer period.

Chairman R0oS-LEHTINEN. Thank you, sir.

Mr. HIGGINS. Thank you.

Chairman RoS-LEHTINEN. Mr. Gallegly. Mr. Gallegly, if I could
have your minute?

Mr. GALLEGLY. I will yield to the gentlelady.

Chairman RoOs-LEHTINEN. Well, thank you. Just because my good
friend, the ranking member, spoke about H.R. 1 and the cuts that
we are making, and I just want to—and I hope we have some
charts that are coming out soon about our plan for reviving the
economy, which is straightforward.

We are cutting job-destroying programs to help the economy
grow, to empower employers to create jobs. We have had historic
debt that is leading to historic tax increases, and we have got to
stop that. And that is going to lead to historic high unemployment.

And we have got—we are going to address this spending-driven
debt crisis now. There is a lot of resistance to making sure that we
don’t do it, but we are determined to. And I don’t think it is a coin-
cidence that our national debt, our Federal spending, our bureau-
cratic regulatory costs, and unemployment have climbed to record
heights at the same time.

So we hope to create jobs, we hope to save our children from na-
tional bankruptcy, and so the way to do that is to stop spending
money that we don’t have. And we hope to shrink the Federal
budget, so that we don’t have to shrink the family budget.

And with that, I would now like to recognize our witnesses, un-
less Mr. Deutch has an opening remark to make on the——

Mr. DEUTCH. Near perfect.

Chairman ROS-LEHTINEN. Thank you very much. Pithy, great
statement. We like that.
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And the chair and the ranking member, we are pleased to recog-
nize and welcome today’s witnesses. Ambassador Harold Geisel is
the Deputy Inspector General for the Department of State and
Broadcasting Board of Governors. Ambassador Geisel has more
than 25 years’ experience in senior management with the State De-
partment. He joined the Department in 1970 and has since com-
pleted tours all across the globe, including Brussels, Oslo, Bern, ev-
erywhere, Rome, South Africa, Moscow.

In ’94, he served as Acting Inspector General for the Department
of State, and then, in ’95, held the position of Deputy Assistant
Secretary of State for Information Management. In '96, he went
abroad again as Ambassador until ’99. And following his retirement
from Foreign Service in 2001, the Ambassador served as Acting
Deputy Assistant Secretary for Logistic Management.

In 2008, he assumed the position of Deputy Inspector General,
and has held that position ever since, which brings him to this
meeting today.

And next we will hear from Ms. Jeanette Franzel, the Managing
Director for the U.S. Government Accountability Office, Financial
Management and Assurance Team. She heads GAQO’s oversight of
financial management and auditing issues across the Federal Gov-
ernment.

Ms. Franzel is an expert on the topic of audits and independence,
oversees GAO’s work in developing and issuing government audit-
ing standards, also known as the Yellow Book. The Yellow Book
standards are widely used by the U.S. Government and also serves
as 211dm0del for both private sector and governments around the
world.

Ms. Franzel also leads the development of GAO positions on pro-
posed standards for the U.S. Auditing Standards Board, the Public
Company Accounting Oversight Board, the International Auditing
and Assurance Standards Board, and the Institute of Internal
Auditors.

Additionally, she provides technical expertise to GAO teams and
external audit organizations on issues involving auditor independ-
ence, engagement design, methodologies, quality assurance, inter-
nal inspections, peer review, internal control and governance, in
the public sector programs.

We are glad to have you here. And I kindly remind our witnesses
to summarize your statements for 5 minutes, and we will put your
written statements into the record without objection.

Ambassador, please proceed.

STATEMENT OF MR. HAROLD W. GEISEL, DEPUTY INSPECTOR
GENERAL, U.S. DEPARTMENT OF STATE

Ambassador GEISEL. Thank you, Madam Chairman, Ranking
Member Berman, and members of the committee, for the oppor-
tunity to testify today.

Since being appointed by Secretary of State Rice during the sum-
mer of 2008, I have often told OIG employees that we have the best
jobs in the Federal Government because we get paid to tell the
truth. Our reports are the true objective measure of our independ-
ence and effectiveness. Our inspections of Embassies Baghdad,
Kabul, and Luxembourg, plus our audits of the new Embassy con-
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struction in Baghdad, passport snooping, and the Christmas bomb-
er, clearly show that OIG is independent, thorough, and responsive.

The GAO report was issued in 2007. By the close of FY2010, the
number of reports issued annually on my watch increased from 107
to 157. Open investigations increased from 36 to 101. Subpoenas
increased from zero to 25, and contractor suspension and debar-
ment actions increased from zero to five.

OIG has substantially expanded its oversight in critical areas,
particularly in Afghanistan. We now have boots on the ground at
five overseas locations. The Office of Investigations has 26 active
investigations in the Middle East and Southwest Asia, 10 related
to Afghanistan.

President Bush nominated an IG several weeks after I arrived in
June 2008. Although he was not confirmed, my top priority was to
continue building OIG’s oversight capability and morale. I read
GAO’s report and kept it on my desk because I valued its input.

We have complied with GAO’s recommendations to establish an
MOU with Diplomatic Security and include IT reports in our inter-
nal quality review process. Also, the Foreign Service Deputy In-
spector General, DIG position, was abolished by me in January
2011. Thus, any future DIG who becomes Acting IG will be a civil
servant, not an FSO.

However, we believe not considering civil servants with manage-
ment careers would unduly exclude highly qualified candidates.
OIG has reassessed the mix of audit and inspection coverage. Our
methodology for investing resources now includes a risk manage-
ment approach that ensures all congressional executive mandated
audits and inspections are performed, and that our remaining au-
dits and inspections cover high cost programs, key management
challenges, and vital operations.

Our Office of Audits reorganized in January 2010 to gain func-
tional area expertise, contribute to an audit planning process that
included high-risk/high-cost programs, and operate in a more effi-
cient and accountable manner.

In October 2011, our Middle East Regional Office, MERO, will be
merged into the Office of Audits, easily making Audits the largest
component of the State IG with more than 90 full-time employees.
We anticipate that the number of audits will substantially increase
after MERO is incorporated into Audits.

Our inspections cover three broad areas that are consistent with
Section 209 of the Foreign Service Act—policy implementation, re-
source management, and management controls. The IG community
has long recognized that inspections are uniquely suited to provide
timely feedback to program managers and to review highly tech-
nical matters.

The inspection function is growing in number and size within the
IG community, and the 2008 IG Reform Act acknowledges the in-
spection role of OIGs as separate from audits.

Our mix of oversight coverage is effective because our offices
complement one another’s efforts in an efficient manner. During
each inspection cycle, teams examine a wide cross-section of issues
at multiple posts and bureaus. When a team discovers an area that
requires a drill-down audit or investigation, it is referred to those
offices.
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For example, the Embassy Baghdad inspection team discovered
an overtime issue that required additional oversight. An audit
team followed the inspection and produced major findings and rec-
ommendations leading to better controls at the Embassy.

Finally, there is an overriding need to use inspectors with the
requisite experience, expertise, and Senate-confirmed ambassa-
dorial status to lead inspections of overseas posts.

Any potential concern is also mitigated by OIG’s transparency,
vetting procedures, and recusal policies. Few of the inspection
teams are led by active duty Foreign Service ambassadors, and in-
spection team leaders report to, and are rated by, the AIG for in-
spections, a member of the Senior Executive Service. Just 17 of the
64 direct hire staff members currently employed in inspections are
FSOs, and most retire after their assignments with OIG.

In short, as Congress previously recognized, FSOs play an in-
valuable role in our inspections, which together with checks and
balances outweigh any theoretical appearance of lack of independ-
ence. In sum, we believe OIG is in substantial compliance with
GAOQ’s recommendations.

Once again, thank you, Madam Chairman and Ranking Member
Berman, for the opportunity to appear today. I would be pleased
to take any questions you have at this time.

[The prepared statement of Ambassador Geisel follows:]
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Thank you Chairman Ros-Lehtinen, Ranking Member Berman, and
members of the committee for the opportunity to testify today.

Since being appointed by Secretary of State Rice during the summer
of 2008, | have often told Office of Inspector General (01G) employees that
we have the best jobs in the Federal Government because we are paid to
tell the truth. Our body of work, most of which is available to taxpayers on
our Web site, is the true objective measure of our independence and
effectiveness. We are the Department’s best friend because we tell it what
it needs to hear, which is not always what it wants to hear. When we
perform oversight, we call it as we see it. OIG's reports, such as the recent
inspection of Embassy Luxembourg and the inspection of Embassy Kabul
with its more than 100 recommendations, and our audits of the new
embassy construction in Baghdad, State Department actions regarding the
December 25 attempted terrorist bombing, and passport snooping by
Department employees clearly demonstrate that OIG is an independent
and responsive oversight organization.

In fact, during my time in OIG, there has been a steady increase in
requests from Congress and State Department officials for OIG to look at
issues around the world. They know OIG is an independent oversight
organization that will produce a timely, thorough, and honest report whether
it is an audit, inspection, evaluation, or report of investigation.

OIG’s track record over the past 3 years speaks for itself. Between
the time that the Government Accountability Office (GAO) report was
issued in 2007 and the close of FY 2010, the number of OIG reports issued
annually increased from 107 to 157, the number of investigations opened
increased from 36 to 101, OIG Hotline complaints processed grew from

527 to 1,354, OIG subpoenas issued increased from 0 to 25, and the

2
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number of contractor suspension and debarment actions increased from G
to 5 (4 in the Office of the Procurement Executive and 1 in the Directorate
of Defense Trade Controls). We also made our oversight efforts more
fransparent by making our Web site more accessible and posting more
than 400 reports on it, back to January, 2005.

Since GAQO’s 2007 report, OIG has substantially expanded its
oversight in the Middle East, South and Central Asia, and, in particular,
Afghanistan. We established a Middie East Regional Office (MERQO) and
Middle East Investigations Branch (MEIB), which provide boots on the
ground at five overseas locations. Since August 2009, MERO has issued
ning reports on contract and performance evaluations and limited-scope
reviews of State Department programs in Afghanistan, and expects to issue
one more report on the operations and maintenance support contract in
Irag. MERO also plans to issue its second report on the status of the Irag
Transition in the coming weeks. Other field work is now under way for
several reviews of Bureau of Diplomatic Security programs and contracts
concerning antiterrorism assistance within Iraq, Pakistan, and Afghanistan.
In addition, the Office of Audits recently began a joint audit with the
Department of Defense CIG on Afghanistan National Pclice Force training
and another joint audit with the Special Inspector General for Afghanistan
Reconstruction on issues related to the civilian uplift program.

Our investigative commitments have expanded similarly. From FYs
2004 to 2008, the Office of Investigations (INV) reported only four active
investigations related to Irag and the greater MERQ region, none of which
were performed in Afghanistan. INV, in parinership with the International
Contract Corruption Task Force, now has 26 active investigations in the
MERO region, 10 of which relate to Afghanistan.

3
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In 2010, INV successfully worked with the Office of the Procurement
Executive to achieve suspension and debarment actions against five State
Department contractors, three of which pertained to investigations in
Afghanistan. This result compares favorably o the single debarment action
reported in the previous 5 years combined. We intend to encourage this
upward trend with continuing investigations and an audit of the Siate
Department and the Broadcasting Board of Governors (BBG) Suspension
and Debarment programs by OlG’s Office of Audits, which will start in April.
All of these examples provide an objective measure of Ol1G’s commitment
to independent and robust oversight.

GAO has issued several reports about OIG and its predecessor
organizations, nearly all of which were issued more than two decades ago.
GAOQO’s latest report in 2007 examined OIG operations during FYs 2001
through 2005. | would like to discuss the actions we have taken in
response to the five recommendations GAO issued in that report.

1. GAO recommended that State OIG reassess the proper mix of audit
and inspection coverage for the State Department’s high-risk areas

and management challenges.

Our activities are global in scope, supporting the highest pricrities of
the State Department. Our oversight extends to the State Department’s
and BBG’s 60,000+ employees and more than 270 missions and other
facilities worldwide, funded through combined annual appropriations of
more than $50 billion.

During my tenure in OIG, we have consulted on a regular basis with
key stakeholders in the State Department and Congress regarding
oversight of high-risk areas and management challenges. In January 2010,

4
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the Office of Audits (AUD) reorganized from a “matrixed” organizational
structure to a "divisional” organizational structure. Seven divisions were
established in order to gain functional area expertise, contribute to an audit
planning process that included high risk/cost programs, and operate in a
more efficient and accountable manner.

The assistant inspectors general (AlGs) and their staffs engage in
ongoing discussions about the proper mix of audits, inspections, and
reviews as they plan their work. As GAO noted, Section 208 of the Foreign
Service Act of 1980 requires OIG to inspect and audit each post, bureau,
and other operating unit of the State Department at least once every 5
years. Our methodology for investing our resources includes a risk
management approach that ensures all congressional and executive
mandated audits and inspections are performed and that our remaining
discretionary audits and inspections cover high-cost programs, key
management challenges, and vital operations.

With the help of Congress, OIG’s resources have increased since
2008 after more than a decade of flat-line budgets. At the same time, the
number, size, and compiexity of missions abroad have expanded greatly
over the past few decades. Our audits assess State Depariment and BBG
efforts to achieve results-oriented management, identify major
management challenges and recommend improvements.

In October 2011, MEROQ will be merged into the Office of Audits,
making the Office of Audits the largest component of State OIG with over
90 full time employees (FTEs), as well as additional contractors who serve
as auditors/analysts. We anticipate that the number of audits will
substantially increase after the incorporation of MERO into AUD.
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Conversely, our inspections cover three broad areas consistent with
Section 209 of the Foreign Service Act of 1980: policy implementation;
resource management; and management contrels. The OIG community
has long recognized the need to provide timely feedback to program
managers and 1o review highly technical matters. The inspection and
evaluation function fits that need. The inspection function is growing in
number and size within the OIG community as noted in a January 2011
report by the Council of Inspectors General on Integrity and Efficiency
(CIGIE) on “Growth and Development of the Inspection and Evaluation
Community: 2010 Survey Results.” The Inspector General Reform Act of
2008 acknowledges the inspection and evaluation role of OlGs separate
from the audit and investigative roles, and CIGIE updated the Quality
Standards for Inspections and Evaluation in January 2011.

Our inspections have resulted in organization restructuring, improved
processes and accountability, more efficient use of resources, better
leadership, and enhanced security. While continuing with inspections of
individual posts and bureaus, inspections identify systemic issues and best
practices (now featured on our intranet site and accessible by the
Department), conduct more thematic reviews, and provide a quick
response capability to address issues raised by the Hill or senior
management.

Some examples include de-mining programs in Iraq and Afghanisten,
Chief of Mission oversight of PEPFAR programs, controls over the Youth
Exchange Program, Review of the Selection Board Process, Support for
staff assigned to high stress posts, processes to assess leadership and
management of Department posts and bureaus, oversight of “R and R”
travel, Haiti earthquake communication, and Kenya Constitution reform.

6
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OIG’s mix of oversight coverage is effective because our offices
compiement one another’s efforts in an efficient manner. During each
inspection cycle, OIG teams examine a wide cross section of issues at
multiple posts and bureaus. Inspection teams give their draft reports to the
chiefs of mission before they leave post, which often prompts compliance
to begin immediately. If a feam discovers an area that demands a deeper
“drill down” audit or investigation, it refers the matter to the auditors or
investigators. For example, an Office of Inspections (ISP) team discovered
during its inspection of Embassy Baghdad that payment of overtime was an
issue that required additional oversight. An audit team followed the
inspection and produced major findings and recommendations that resulted
in changes to overtime policies, which in turn led to better controls in place
at the embassy. There are also frequent examples where individual
inspection teams have referred matters to INV.

Finally, the State Department relies on the deterrent effects and
timely, constructive recommendations and evaluations that flow from OIG’s
inspection process. In short, OIG’s oversight process is efficient, effective,
and in compliance with GAQ’s first recommendation.

2. GAO recommended that OIG should include inspections performed
by the State I{G’s Office of information Technology in its internal
quality review process.

The Office of Information Technology was discontinued as a separate
office in January 2008, with information technology (IT) audit staff
reassigned to AUD and IT inspection staff reassigned to ISP. Because the
IT inspection function is now a part of ISP, it is included in the internal
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quality review process. Thus, OIG has complied with GAQO’s second
recommendation.

3. GAO recommended that the State IG work with the Secretary of
State to “Develop a succession planning policy for the appointment of
individuals to head the State I1G office in an acting IG capacity that is
consistent with the IG Act regarding State |G appointment and
provides for independent coverage in the event of delays between IG
appointments. The policy should prohibit career Foreign Service
officers from heading the State IG office in an acting IG capacity and
specify within the IG’s own succession order that acting IG vacancies
are to be filled by eligible personnel without State Department

management careers.”

OIG was authorized two deputy inspectors general (DIGs). a Civil
Service employee and a Foreign Service officer. We agree with GAO's
concern about career Foreign Service officers serving as acting 1G. OIG
has taken action since GAQO's 2007 report to help ensure that Foreign
Service officers do not head the State IG in any capacity. The previous
Foreign Service acting 1Gs all served as the DIG at the time they became
the acting IG. The Foreign Affairs Manual (1 FAM 052.2) was amended
after GAQ’s report so that the principal DIG was a Civil Service employee
and “First Assistant” for purposes of The Federal Vacancies Reform Act of
1998. The Foreign Service DIG position in OIG was vacant for 5 years

and, most important, it was abolished on January 22, 2011.

We still do not agree, however, with the final part of GAQO’s
recommendation that acting IG vacancies be filled by eligible personnel
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without State Department management careers. As OlG stated in its 2007
response to GAOQ, to eliminate from consideration all Civii Service officers
with State Department management careers would unduly restrict OIG’s
ability to consider the broadest number of highly qualified candidates. In
fact, the Foreign Service Act (22 U.S.C. § 3929 (a) (1) lists "knowledge and
experience in the conduct of foreign affairs” as a qualifying factor for
potential 1IGs. In sum, we believe we have complied with all but the last
part of GAQ’s third recommendation, which we do not agree is in the best
interests of OIG or the Department.

4. Regarding ISP, the GAQO recommended that QIG “develop options
to ensure that State IG inspections are not led by career Foreign
Service officials or other staff who rotate to assignments within State
Department management. Approaches could range from the State IG
limiting its inspection activities to a level that is supportable without
reliance on staff who routinely rotate to management offices, to
permanently transferring or hiring additional staff, or FTEs, along with
associated resources for the State IG office to eliminate the need to
rely on Foreign Service and other rotational staff to lead inspections.”

We understand that OIG’s policy of using active and retired
ambassadors (reemployed annuitants) to serve as inspection team leaders
might raise a concern about the appearance of independence. That
theoretical concemn is greatly outweighed, however, by the overriding need
to use inspectors with the requisite experience, expertise, and Senate-
confirmed ambassador status 1o lead inspections of U.S. overseas
missions. The House Committee on Foreign Affairs report on Section 209
of the Foreign Service Act of 1980 stated it well: “The Inspector General

9
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must be served, on the one hand, by individuals who are trained in
auditing, ...and, on the other hand, by individuals who possess foreign
policy training and knowledge of the Foreign Service.”

Any potential concern is also mitigated by OlG’s transparency, vetting
procedures, and recusal policies. All Foreign Service and Civil Service
personnel are required to sign a statement of independence before working
on any project. In addition, usually only two of the seven inspection teams
are led by active-duty Foreign Service ambassadors. The others are led by
reemployed annuitants. Moreover, all inspection team leaders report to
and are rated by an AIG for inspections who is at the Civil Service Senior
Executive Service (SES) level.

The preface to the January 2011 CIGIE Quality Standards for
Inspections and Evaluations recognizes the unique needs of different
agencies: “The inspection function at each Department/Agency is tailored
to its unigue mission.” It then specifically contrasts State OIG’s inspection
function with that of other agencies by noting that, “For example, at the
Department of State, inspections focus primarily on the adequacy of
management of programs and activities in each of the American embassies
and consulates, as well as in each bureau or major operating unit of the
Department ....” Similar language has existed in the Quality Standards
preface since 2005.

OIG needs the experience and expertise of its ambassadors to help
design and implement inspections that are tailored to the unique mission of
the State Department. This level of expertise and experience is particularly
important if the chief of mission has little policy experience and/or
leadership skills. Team leaders also prepare Inspectors Evaluation
Reports on senior officials at inspected posts and domestic bureaus.

10
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Those evaluations have been key o performance boards’ review of
personnel files for promotions, awards, or consideration for onward
assignments. ltis critical that they be prepared by former ambassadors
who have the credentials to provide credibility to the reports.

In addition, the ratio of Foreign Service officers to Civil Service
employees in ISP is relatively low. For example, of the 64 direct-hire staff
members currently employed in ISP, only 17 are Foreign Service officers,
and most retire after their assignments with OIG. These senior officers are
subject matter experts in consular, political-economic, public diplomacy, or
management operations. As such, they have the necessary credibility with
the inspected entities to make recommendations to improve their programs
or operations.

GAO has also expressed concern about the possibility that a Foreign
Service officer/inspector’s desire to receive favorable follow-on
assignments might influence his or her objectivity. To the best of my
knowledge, there is not a single case that any such behavior has ever
occurred. This might be partially explained by the fact that there are
checks and balances built into OIG’s policies and procedures, as well as in
CIGIE Quality Standards. Also, as stated previously, a Civil Service SES
rates the performance of ISP team leaders.

All of these checks and balances help ensure that our inspectors
perform their oversight objectively and independently. Once again,
however, the best cbjective proof of our independence can be found in our
reports. In short, we were authorized by statute, for good reasons, 1o use
Foreign Service officers in our inspections, and thus we do not concur with
GAO’s fourth recommendation.

11
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5. Finally, GAO recommended that “in order to provide for
independent investigations of State Department management and to
prevent duplicative investigations, we recommend that the State IG
work with the Bureau of Diplomatic Security (DS), the Office of
Management, and the Secretary of State to develop a formal written
agreement that delineates the areas of responsibility for State
Department investigations. Such an agreement would, for example,
address the coordination of investigative activities to help ensure the
independence of internal departmental investigations and preclude
the duplication of efforts.”

We agreed with the wisdom of this recommendation and signed a
Memorandum of Understanding with the Department of State effective late
last year. Previous 1Gs had tried to negotiate such an agreement, on and
off, since 2001. Our Memorandum of Understanding (MOU) delineates the
areas of responsibility and, among other things, ensures the independence
of OIG investigations and preciudes duplication of efforts, thereby making
OIG compliant with GAO's fifth and final recommendation. In signing the
MOU, both parties agreed to provide timely notification to each other of
information relevant to their respective missions.

This cooperation is being implemented through the following means:
regular communication concerning investigative referrals and relevant
investigative information between DS Division Chiefs and OIG Special
Agents in Charge by email, telephone and personal mestings;
bi-monthly meetings between the Deputy AlG for Investigations and the DS
Office Director for Investigations and Counterintelligence, who is
responsible for all DS investigations, wherein new case information is

12
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shared, communication channels were established by the Deputy AIG for
Investigations with the Training and International Programs Directorates of
DS; and meetings occurred between the Assistant Inspector General for
Investigations (AlG-1) and each Directorate Head in which their full support
was received.

Furthermore, quarterly meetings are cccurring between the AlG-l and
the Assistant Director for Domestic Operations, the two signatories on the
MOU. Regular communications are occurring between the 1G and the
Assistant Secretary for DS.

Discussions are underway concerning cross checking of investigative
subjects, whereby each organization is contacted to cross check and de-
conflict prior to an investigation being initiated. In addition, DS has agreed
to add OIG INV as a presenter during their formal training course that all
DS agents attend prior to their departure for an overseas assignment, to
educate all overseas DS agents of the OIG investigative mission and
associated, requisite reporting.

Finally, when DS refers information sufficient to consider opening a
preliminary investigation to OIG INV, it is processed through the Hotline
intake system like all other referrals/allegations, and is assigned to an
investigative division for further review. DS is notified if INV determines it
does not merit OIG action.

INV is working with CIGIE Investigative Peer Review points of contact
to ensure they review the procedures implemented pursuant to this MOU
for functionality and effectiveness during each recurring review. The overall
intent of the MOU is to promcte the effectivenass of both organizations in
their service to the Department and U.S. Government.

13
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Once again, thank you Madam Chairman and Ranking Member

Berman for the opportunity to appear today. | would be pleased to take any
questions you have at this time.

14
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Chairman Ros-LEHTINEN. Thank you so much, Mr. Ambassador.
Thank you, Ms. Franzel.

STATEMENT OF MS. JEANETTE M. FRANZEL, MANAGING DI-
RECTOR, FINANCIAL MANAGEMENT AND ASSURANCE TEAM,
U.S. GOVERNMENT ACCOUNTABILITY OFFICE

Ms. FrRaNZEL. Madam Chairman Ros-Lehtinen, Ranking Member
Berman, and members of the committee, thank you for the oppor-
tunity to be here today to discuss the Department of State OIG.

The State OIG has a critical responsibility to provide inde-
pendent and objective oversight of the State Department. In 2007,
we reported concerns about State OIG’s independence and effec-
tiveness. Today, I will discuss our previously reported concerns and
the current status of those concerns based on our follow-up work.

In 2007, we reported concerns with two independence issues and
three effectiveness issues. Regarding independence, our first con-
cern dealt with the use of State Department management officials
as Acting IGs. In order to help ensure the independence of the IG
Office, we recommended that the State OIG work with the Sec-
retary of the State to develop succession planning to help ensure
independence in appointment of acting IGs.

And in response, as Ambassador Geisel has said, the Acting IG
recently abolished the Deputy IG position for Foreign Service,
which will help ensure that any future Deputy IGs moving into an
acting IG position will not be Foreign Service officers.

The State Department has relied on acting IGs to provide over-
sight for over five of the last 8 years, since January 2003. Three
of the acting IGs returned to significant management positions
within the State Department. We realize that the appointment of
a permanent IG is not within the control of State OIG. Neverthe-
less, the use of management officials as acting IGs is a concern, as
one of the independence protections in the IG Act is that the IG
is to be appointed by the President and confirmed by the Senate.

Our second independence concern was with the use of Foreign
Service officers to lead inspections of the department’s bureaus and
posts. State OIG inspections are led by ambassador-level Foreign
Service officers who often move through the OIG on rotational as-
signments, and then back into Foreign Service positions.

We recommended that the IG develop options so that State OIG
inspections are not led by Foreign Service officials. The State IG
has stated that having Foreign Service officials with the rank of
ambassador as team leaders is critical to the effectiveness of the
inspection teams. Although the IG has put some safeguards in
place, we continue to believe that a fundamental, structural, inde-
pendence problem exists with this arrangement.

As T mentioned, we also reported on three effectiveness issues. A
serious effectiveness issue that we noted in our 2007 report was
the State IG’s reliance on inspections, rather than audits, to pro-
vide oversight of the Department. By design, inspections do not
provide the level of assurance or rigor that audits provide.

State IG’s reliance on inspections resulted in gaps in the audit
coverage of State Department’s high-risk areas and management
challenges, including counterterrorism and border security, public
diplomacy, and human resources. We recommended that the State
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IG reassess the mix of audit and inspection coverage, and in our
recent update we have found that State IG is taking actions to
strengthen its audit practice. But we recently continued to identify
gaps in audit coverage in key areas, including foreign assistance,
public diplomacy, and human resources.

As I mentioned, the good news is that State IG has taken a num-
ber of steps to strengthen its audit practice and to plan for addi-
tional audit coverage. It has increased its resources dedicated to
audits and reorganized the Office of Audits to align its oversight
efforts with the Department’s mission and strategic priorities.

Finally, State IG took actions to implement our two other rec-
ommendations, as Mr. Geisel explained, in the area of including IT
inspections and its internal quality review process and developing
a written agreement with the Bureau of Diplomatic Security to co-
ordinate departmental investigations.

In summary, we commend the OIG for the steps it is taking to
build and strengthen its audit practice. We continue to emphasize
the need for OIG to continually assess its mix of audit and inspec-
tions of the Department’s high-risk and management challenge
areas. Frankly, this is a measure of the effectiveness of the audit
practice on an ongoing basis, so we would encourage a continual re-
evaluation based on facts and circumstances and risk of the mix of
audit and inspections on an ongoing basis.

Second, we believe it is important for State Department to be
headed by a permanent IG, appointed by the President, and con-
firmed by the Senate as envisioned by the IG Act.

Finally, State OIG’s unique requirement to provide inspections of
the Department’s bureaus and posts, and its need to use ambas-
sador-level Foreign Service members as team leaders, presents
both independence and resource problems for the OIG. There may
be opportunities to revisit this particular requirement, which is in
law, and whether some of these functions should be performed by
State Department with more of an audit and oversight function of
the inspections being performed by State OIG.

So I think there is a tremendous opportunity here to revisit the
requirements and perhaps develop a mechanism where OIG can be
providing effective oversight, but perhaps State Department can
take over some of the management function portions of the inspec-
tions.

Madam Chairman, Ranking Member Berman, and members of
the committee, this concludes my statement, and I would be happy
to respond to any questions that you have.

[The prepared statement of Ms. Franzel follows:]
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]
STATE DEPARTMENT INSPECTOR GENERAL

Actions to Address independence and Effectiveness
Concerns Are Under Way

What GAO Found

The Staic Depariment Office of Inspector General (State OIG) has a critical
responsibility in preventing and detecting frand, w se, and
mismanagement; and in providing independent aun
the department’s programs and operations. In addition, the Foreign Service
Act of 1980 requires the Staie OIG Lo perlorm inspeclions of the department’s
bureaus and posts, which is a unique requirement for an IG office.
Independence is a critical clement Lo the guality and credibility of an 1G's
work under the IG Act and is fundamental to professional auditing standards
as well as an essential element of 1G elfectiveness. An IG must be independent
and iree from personal, external, and organizational impairmerits to
independence in order o effcctively fullill the (ull range of requirements for
the office.

GAX's 2007 report identified areas of concern regarding the State OIG’s
independence and offectivencss. Specifically, the appointment of management
and Foreign Service officials to head the State OIG in an acting capaci
extended periods of time is not consistent with professi
independence. In addition, GAO reported that the use of Foreign Service
ollicers al the ambassador level Lo lead OIG inspections resulted in, al a
mininuun, the appearance of independence impairment. GAOQ also reported
thai. inspeclions, by onducted under less in-depth requirements
and do not provide th of the O1G
relied on inspections rather than audits Lo provide ov ic,
resulting in gaps to the awdit oversight of the department. GAO also reported
that inspections performed by the OIG3’s Office of Information Technology
(IT) were not part of an internal quality review process, and that the State OIG
and the department’s Burcau of Diplomatic Security (DS) lacked an
agreement to coordinate their investigative activities.

The State OIG implemented two of GAO's five recommendations and has
aclions under way related W the remaining three, Specifically, the OIG now
inchudes IT-related inspections in its internal quality-review pre and has
completed an agreement to coordinate investigation h DS, Also, the OIG is
implementing a change to the succession planning for acting 1G positions to
exclude Foreign Service officers and is in the proc of increasing the level
of andit coverage through the distribution of staff and audit planning. In
addition, the State OIG contin gn Foreign Service officers at the
ambassador level as team leaders for inspections, however, four of the six
officers are rehired annuitanis unlikely Lo rotate to State Department Foreign
Service pos 5. GAO remains concerned, however, about the OlG e of
Foreign Service officers and the State Department’s need to rely on acting IGs
for extended periods of time. (FAD continues to reaffirm its recommendations,
and encourages the State OIG, with the assistance ol the Secretary, to {ully
address these recommendafions to enhance the effectiveness of the OIG's
oversight of the State Department’s programs and operations.
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Madam Chairman Ros-Lehtinen, Ranking Member Berman, and Members
of the Commitiee:

I am pleased to be here today to discuss the Department of State Office of
Inspector General (State OIG), which is responsible for providing
oversight of the State Department including the Foreign Affairs
cormunity in more than 270 embassies, consulates, and other posts
worldwide as well as the Broadcasting Board of Governors. The State
Inspector General (IG) has a critical responsibility to provide effective and
objective oversight of the department to support managers in their efforts
to improve performance and prevent or detect losses from frand, waste, or
abuse and to the Congress in its responsibility for oversight of the
executive branch.

The statutory IGs, including the State IG, play a critical role in federal
agency oversight and in identifying mismanagement of scarce taxpayer
dollars. In light of this important role, the IG Act provides specitic
protections to IGG independance that are unpracedented for an audit and
investigative function located within an organization being reviewed.
These protections are necessary due in large part to the unusual reporting
requirements of the IGs who are both part of their federal agencies and
also expected to provide independent reports of their work externally to
the Congress.

My statement today is based primarily on our March 2007' report on the
activities of the State Ol(x, our October 2007 testimony® that followed on
the same subject, and updated information we received from State OIG
officials to follow up on the status of our recommendations. In our 2007
report and testimony, we raised a number of concerns with the State OIG's
independence, the lack of audit oversight in high-risk areas, and the lack
of assurance that the departiment is receiving independent investigations.
I'will discuss in more detail (1) the importance of auditor and IG
independence, (2) prior reporting on our concerns with the State OIG's
independence and effectiveness, and (3) information about the current
status of the State OIG’s actions to address our recommendations. This
testimony is based on our prior work and follow-up activities which were
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performed in accordance with generally accepted government auditing
standards.

Background

The State OIG, as currently constituted, was established by the Omnibus
Diplomatic Security and Antiterrorism Act of 1986,° which expanded on
the 1985 amendments' to the Inspector General Act of 1978 (IG Act),” as
an independent office to prevent and detect fraud, waste, abuse, and
mismanagement in the department’s programs and operations; conduct
and supervise audits and investigations; and recommend policies o
promote economy, efficiency, and effectiveness.

The State OIG is unique among federal inspectors general in its history and
responsibilities due to a statutory requirement for the OIG to provide
inspections of the department’s bureaus and posts worldwide. From 1906
until 1957, inspections were to be carried out at least once every 2 years
and were viewed as a management function, and not a function of an
independent inspector general. In 1857, the State Department
administratively established an Inspector General of Foreign Service,
which was the first inspector general office within the State Department to
conduct inspections. Congress enacted legislation in 1961 and in 1980
creafing statutory inspectors general who were tasked with performing
inspections on certain State Department activities. In 1878, GAO reviewed
the IG’s inspection reports and questioned the independence of Foreign
Service officers who were temporarily detailed to the IG's office and
recommended the elimination of this requirement. * The 1980 legislation,
section 209(a) of the Foreign Service Act, required the State IG to inspect
every foreign service post, bureau, or other operating unit in the State
Department at least once every b years.

In 1982, we reviewed the 1G’s operations and noted that the 5-year
inspection cycle led to problems with the IG's effectiveness by limiting the

*Pub. L. No. 99396, 100 Siai. 853 (Aug. 27, 1966).
“‘Pub. L. No. 99-93, 99 Stat, 427 (Aug. 16, 1985).

“Pab. L. No. 9547 stat. 1101 (Oct. 12, 1978), codified as amended at 5 U.8.C. App.
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ability to do other work.” In addition, we continued to question the use of
Foreign Service officers and other persons from operational units within
the department to staff the IG office. In 1986, reacting to conecerns similar
to those expressed in our 1982 report, Congress made the State IG a
presidentially appointed inspector general subject to the Inspector
General Act and prohibited a career member of the Foreign Service from
being appointed as the State IG. Starfing in 1996 and continuing until
today, Congress, in the Department of State appropriations acts, annually
waives the 5-year statutory reguirement for inspections. However, while
the inspection requirement is waived annually by Congress, the State IG
continues to conduct inspections as part of its plan for oversight of the
department.

The State OIG's inspection responsibilities encompass a wide range of
abjectives, which include reviewing whether department policy goals are
achieved and whether the interests of the United States are represented
and advanced effectively. In addition, the State OIG is assigned
responsibility for specialized security inspections in support of the
department’s mission to provide effective protection to its personnel,
facilities, and sensitive intelligence information. Ingpections are defined by
the Council of the Inspectors General on Integrity and Efficiency (CIGIE)*
as a process that evalnates reviews, studies, and analyzes the programs
and activities of an agency for the purposes of providing information to
managers for decision making; making recommendations for
improvements to programs, polices, or procedures; and identifying where
administrative action may be necessary.

There are fundamental differences between inspections and audits.
Inspections and audits are typically conducted under separate standards
with different basic requirements. That is, IGs are required by the [G Act to
conduct sudits in accordance with Government Auditing Standavds (also
known as generally accepted government auditing standards).” In contrast,

s Office of Trspertor Generad Should Be More Tndrpendent osd
(Washington, D.C.: June 2, 1982).
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the IGs follow CIGIE's Quality Standards for Inspection and
Evaluction" when conducting inspections as required by law.'' By design,
audits performed under Government Auditing Standards are subject to
more in-depth requirements for levels of evidence and documentation
supporting the findings than are inspections performed under CIGIE's
inspection standards. Also, auditing standards require external quality
reviews of audit organizations (peer reviews) on a 3-year cycle, while
inspection standards do not require such external reviews. According to
CIGIE, inspections provide the benefits of a flexible mechanism for
optimizing resources, expanding agency coverage, and using alternative
review methods and techniques. However, as reported by a recent peer
review performed by the National Aeronaufics and Space Administration
(NASA) IG, the State OIG’s Middle East Regional Office did not always
provide audits consistent with generally accepted government auditing
standards (GAGAS). Consequently, because these audits were not
performed in accordance with GAGAS, they were reclassified by the OIG
as inspections.

Importance of Auditor
and IG Independence

Independence is a fundamental principle to the auditing profession and
the most critical element for IG effectiveness. Without independence, an
audit organization cannot conduct independent audits in compliance with
generally accepted government auditing standards. Likewise, an I1G who
lacks independence cannot effectively fulfill the full range of requirements
of the office. Lacking this critical attribute, an audit nrganization’s work
might be classified as studies, research reports, consulting reports, or
reviews, rather than independent audits.

Quality Standards for Federal Offices of Inspector General adopted by
CIGIE includes requirements for IG independence.™ Specifically, 1Gs and
their staff must be free both in fact and appearance from personal,
external, and organizational impairments to their independence. The IGs

PComeil of the Inspectors General on Integrity and Efficiency, Quality Standards for
Tnspection end Fralyation (Washington, D.C: January 2011).

“The Inspecior General Reform Aci of 2008 requires IGs who are members of CIGIE Lo
adhere to professional standards developed by CIGIE for inspections and other work.

Pub. L. 110109,

Stat, 4302, 1308 (Oct. 14, 2008).

“Couneil of the Ingpectors General on ntegrity and Efticiency, Guality Standards for
Federal Offices of Inspector General (Washington, D.C.: O 03).
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and their staff have a responsibility to maintain independence so that
opinions, conclusions, judgments, and recommendations will be impartial
and viewed as impartial by knowledgeable third parties. Likewise,
Government Auditing Standards states: “in all matters relating to the audit
work, the audit organization and the individual auditor, whether
government or public, must be free from personal, external, and
organizational impairments to independence and must avoid the
appearance of such impairments to independence. Auditors and audit
organizations must maintain independence sc that their opinions, findings,
conclusions, judgments, and recommendations will be impartial and
viewed as impartial by objective third parties with knowledge of the
relevant information.”

Personal independence applies to individual auditors at all levels of the
audit organization, including the head of the organization. Personal
independence refers to the auditor’s ability to remain objective and
mainiain an independent attitude in all matters relating to the audit, as
well as the auditor’s ability to be recognized by others as independent. The
audifor is to have an independent and objective state of mind that does not
allow personal bias or the undue influence of others to override the
auditor’s professional judgments. This attitude is also referred to as
intellectual honesty. The auditor must also be free from direct financial or
managerial involvement with the audited entity or other potential conflicts
of interest that might create the perception that the auditor is not
independent.

The IG's personal independence and appearance of independence to
knowledgeable third parties is critical to IG decision making related to the
nature and scope of audit and investigative work to be performed by the
1G office. The IG's personal independence must be maintained when
conducting any audit and investigative work and when making decisions
to determine the type of work to pursue and the nature and scope of the
individual audits themselves.

External independence refers to both the auditor's and the audit
organization’s freedom to make independent and objective judgments free
from external influences or pressures. Examples of impairments to
external independence include restrictions on access to records,
government officials, or other individuals needed to conduct the audit;
external interference over the assignment, appointment, compensation, or
promotion of audit personnel; restrictions on funds or other resources
provided to the audit organization that adversely affect the audit
organization’s ability to carry out its responsibilities; or external authority
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to overrule or to inappropriately influence the auditors’ judgment as to
appropriate reporting content.

The IG Act provides the IGs with protections against impairments to
external independence by providing that IGs have access to all agency
documents and records, prompt access to the agency head, and the
authority to independently (1} select and appoint 1G staff, {2) obtain
services of experts, and (3) enter into contracts. The I(gs may choose
whether to exercise the act’s specific authority to obtain access to
information that is denied by agency officials.

In addition, the IG Act granted the IGs additional insulation from
impairment of external independence by requiring that IGs report the
results of their work in semiannual reports to Congress without alteration
by their respective agencies, and that these reports generally are to be
made available to the general public. The IG Act also directed the IGs to
keep their agency heads and Congress fully and currently informed of any
deficiencies, abuses, fraud, or other serious problems relating to the
administration of programs and operations of their agencies. Also, the IGs
are required to report particuiarly serious or flagrant problems, abuses, or
deficiencies immediately to their agency heads, who are required to
transmit the IG's report to Congress within 7 calendar days.

Organizational independence refers to the audit organization's
placement in relation to the activities being audited. Professional auditing
standards have different criteria for organizational independence for
external and internal audit organizations. The IGs, in their statutory role of
providing oversight of their agencies’ operations, represent a unique
hybrid including some characteristics of both external and internal
reporting responsibilities. For example, the 1Gs have external-reporting
requirements outside their agencies, such as to the Congress, which are
consistent with the reporting requirements for external audifors. At the
same time the IGs are part of their respective agencies and must also keep
their agency heads, as well as the Congress, concurrently informed.

The IG Act provides specific protections to the [Gs’ organizational
independence including the reguirement that IGs report only to their
agency heads and not to lower-level management. The head of the agency
may delegate supervision of the IG only to the officer next helow in rank,
and is prohibited from preventing the IG from initiating, carrying out, or
completing any audit or investigation. In addition, IGs in large federal
departments and agencies, such as the State Department, are appointed by
the President and confirmed by the Senate. Only the President has the
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authority to remove these 1Gs and can do so only after explaining the
reasons to the Congress 30 days before taking action.

The Inspector General Reform Act of 2008 provided additional
enhancements to overall IG independence that included establishing
CIGIE by statute to continually address areas of weakness and
vulnerability to fraud, waste, and abuse in federal programs and
operations; requiring that IGs have their own legal counsel or use cther
specified counsel; and requiring that the budget amounts requested by the
1Gs for their operations be included in the nverall agency-budget requests
to the President and the Congress.

Independence and
Effectiveness
Concerns We
Reported in 2007

Concerns Regarding the
State OIG’s Independence

In March 2007, we reported on two areas of continuing concern regarding
the independence of the State OIG. These concerns involved the
appointment of management officials to head the State OIG in an acting
capacity for extended periods of time and the use of Foreign Service staff
to lead State OIG inspections. These concerns were similar to
independence issues we reported in 1978 and 1982 regarding Foreign
Service officers temporarily detailed from program offices to the IG's
office and inspection staff reassigned to and from management offices
within the departient. In response to concerns about personal
impairments to the State IG's independence, the act that created the
current IG office prohibits a career Foreign Service official from becoming
an IG of the State Department.®

Nevertheless, our 2007 review found that during a period of approximately
27 months, from January 2003 through April 2005, four management
officials from the State Department served as an acting State IG. All four of
these officials had served in the Foreign Service in prior management
positiens, including political appointments as U.S. ambassadors to foreign
countries. In addition, we also found that three of the officials returned to

22 T.8.C. §

186 1().
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Tabie 1: Length of Service of the State Di

significant management positions in the State Department after serving as
acting 1Gs. We found that acting IG positions continue to be used and are
filled by officials with prior management positions at the department.
Independence concerns surrounding such acting appointments are
additionally troublesome when the acting IG position is held for such
prolonged periods. (See table 1.)

o the present

IG and Officials Who Served as Acting IGs January 24, 2003,

Starting dates

Paosition prior io serving as |G and length of service Position after serving as IG

Ampassador to Kyrgyzstan 1/24/2003 ~ 8 months Retired from government seivice

Ambassador to Columbia ©/28/2003 — 10 months Permanent Representative at the .8, Mission
to the United Nations

Deputy Global AIDs Coordinator 8/3/2004 - 1 moenth Special Representative on Avian and
Pandemic influenza

Ambassador to South Africa 8/23/2004 — 8 months Charge d'Affaires, Kharton, Sudan

State Department Inspector General served 32 months 5/2/2605 -- 1/15/2008

Executive Director/Controller, Bureau of internaticnal  1/16/2008 — 6 months Ambassador to Brunsi

Narcstics and Law Enforcement Affairs

25 years in senior State Department positions 6/2/2008 - 33 moriths Currertly Deputy I1G

Source: GAD's March 2007 report and current information from the State Department

Ancther independence concern discussed in our March 2007 report is the
use of Foreign Service officers to lead inspections of the department’s
bureaus and posts. We found it was State OIG policy for inspections to be
led by ambassador-level Foreign Service officers. These Foreign Service
officers frequently move through the OIG on rotational assignments. As
Foreign Service officers, they are expected to help formulate, implement,
and defend goverrninent policy which now, as team leaders for the [&'s
inspections, they are expected to review. These officers may return to
Foreign Service positions in the department after their rotation through
the OIG which could be viewed as compromising the OIG’s independence.
Specifically, the appearance of objectivity is severely limited by this
potential impairment to independence resulting in a detrimental effect to
the quality of the inspection results.

Reliance on Inspections
Limited Effectiveness due
to Gaps in Oversight

In our 2007 audit, we found that the State OIG's emphasis on inspections
limited its effectiveness because it resulted in gaps in the audit coverage of
the State Department’s high-risk areas and management challenges, These
critical areas were covered almost exclusively through OIG inspections
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that were not subject to the same level of scrutiny that would have been
the case if covered by audits. Specifically, we found gaps of OIG andit
coverage in key State Department programs and operations such as (1)
information security, (2) human resources, (3) counterterrorism and
border security, and (4) public diplomacy. In these areas the State OIG
was relying on inspections rather than audits for oversight. In the 10
inspections that we examined, we found that the State OIG inspectors
relied heavily on invalidated agency responses to questionnaires
completed by the department staff at each inspected bureau or post. We
did not find any additional testing of evidence or sampling of agency
responses to determine the relevance, validity, and reliability of the
evidence as would he required nunder auditing standards. In addition, we
found that for 43 of the 183 recommendations contained in the 10
inspections we reviewed, the related inspection files did not contain any
documented support beyond written report summaries of the findings and
recommendations.

Inspections by the OIG’s
Office of Information
Technology Were Not
Included in Quality
Reviews

In our 2007 report we also found that inspections by the OIG’s Office of
Information Technology were not included in the internal quality reviews
that the OIG conducts of its own work. Information security is a high-risk
area and management challenge for the State Department, and the OIG
relied almost exclusively on inspections for oversight of this area.
Therefore, the quality of these inspections is key to the OIG's oversight
effeciiveness. In addition, CIGIE's standards for inspections require that
1G inspections be part of a quality-control mechanism that provides an
assessment of the inspection work.

Lack of Coordination of
Investigations between the
State OIG and the Bureau
of Diplomatic Security

We found in 2007 that there was inadequate assurance that the
investigative efforts of the State Department were coordinated to avoid
duplication or to ensure that independent OIG investigations of the
department would be performed. Specifically, while part of its worldwide
responsibilities for law enforcement and security operations, the
department’s Burean of Diplomatic Security(DS) performed investigations
that included passport and visa fraud, both externally and within the
department; these investigations were not coordinated with the OIG
investigators. The IG Act, as amended, authorizes the State IG to conduct
and supervise independent investigations and prevent and detect fraud,
waste, abuse, and mismanagerient throughout the State Department.

DS performs its investigations as a function of management, reporting to
the State Department Undersecretary for Management. In contrast, the
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State OIG is required by the IG Act to be independent of the offices and
functions it investigates. We reported in 2007 that without a formal
agreement to outline the responsibilities of both DS and the State OIG
regarding these investigations, there was inadequate assurance that this
work would be coordinated to avoid duplication or that independent OIG
investigations of the department would be performed.

The State
Department’s OIG Has
Actions Under Way or
Completed to Address
Most of Our
Recommendations

Recommendations from
QOur 2007 Report.

To address the concerns we raised in our March 2007 report we made five
recommendations.

To help ensure the independence of the IG Office, which also impacts the
effectiveness of the office, we recommended that the IG work with the
Secretary of State to

(1) develop a succession-planning policy for the appointment of
individuals to head the State 1G office in an acting capacity that
provides for independent coverage between IG appointments and also
to prohibit career Foreign Service officers and other department.
managers from heading the State OIG in an acting capacity, and

(2) develop options to ensure that State OIG inspections are not led by
career Foreign Service officials or other staff who rotate to
assignments within State Department management.

We also made the following three recommendations to the State IG to
address the effectiveness of the OIG:

(1) help ensure that the State IG provides the appropriate breath and
depth of oversight of the State Department’s high-risk areas and
management challenges, reassess the proper mix of audit and
inspection coverage for these areas;

Page 10 GAOQ-11-382T



39

(2) provide for more complete internal quality reviews of inspections,
include inspections performed by the State 1G's Office of Information
Technology in the OIG’s internal quality review process; and

(3) develop a formal written agreement with the Burean of Diplomatic
Security to coordinate departmental investigations in order to provide
for more independent investigations of State Departraent management
and to prevent duplicative investigations.

Progress Has Been Made
in Addressing Our Prior
Recommendations

In response to a draft of our 2007 report, the State OIG has implemented
two recommendations and has taken actions related to the remaining
three recommendations. Although the State OIG has not fully addressed a
recommendation that has been the subject of GAO recoramendations
regarding the independence of the State OIG’s inspections since our 1978
report, there has also been some progress in this area.

The OIG implemented our recommendation to include inspections
performed by the Office of Information Technology in its internal quality
review process in June 2008, by abolishing the State O1G’s Office of
Information Technology and transferring staff into either the Office of
Audits or into the Office of Inspections. As a result, the OIG’s information
technology inspections are now included in the Office of Inspections’
internal quality-review process.

The OIG has implemented our recommendaticn that the office work with
the Secretary of State and the Bureau of Diplomatic Security (DS) to
develop a formal written agreement that delineates the areas of
responsibility for State Department investigations. In December 2010, the
State IG’s investigative office completed an agreement with the bureau’s
Assistant Director of Domestic Operations tc address the coordination of
investigarive activities. This agreement, when fully implemented, should
help to ensure proper coordination of these offices in their investigations.

Regarding a succession plan for filling acting IGs positions, the State
Deputy IG stated that he issned a memo to abolish the deputy 1G for
Foreign Service position to help ensure that any future deputy Ic moving
into an acting IG position would not be a Foreign Service officer. The
Deputy IG stated that he is currently working with the department to
update the Foreign Affatrs Manuwal to reflect this change. Furthermore,
the elimination of this position helps to strengthen the independence of
the OIG. We believe the State IG’s changes are responsive to the
recommendation made in our 2007 report. Nevertheless, the State

%
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Department has relied on acting IGs to provide oversight for over 5 of the
last 8 years since January 2008. (See table 1.) This use of temporarily
assigned State Department management staff to head the State OIG can
affect the perceived independence of the entire office in its oversight of
the department’s operations, and the practice is guestionable when
comparad to the independence requirements of Government Auditing
Stenderds and other professional standards followed by the IGs. Further,
caraer members of the Foreign Service are prohibited by statute from
being appointed as State 1G.* This exclusion helps to protect against the
personal impairments to independence that could result when a Foreign
Service officer reviews the bureaus and posts of fellow Foreign Service
officers and diplomats.

Regarding our recommmendation to reassess the mix of audits and
inspections for the appropriate breadth and depth of oversight coverage,
especially in high-risk areas and management challenges, we noted gaps in
audit coverage. Specifically, in both fiscal years 2009 and 2010, the OIG
had gaps in the audit coverage of management challenges in the areas of
(1) coordinating foreign assistance, (2) public diplomacy, and (3) human
resources. However, the State OIG has made progress in planning for and
providing additional audit coverage. Since 2007 the State OIG’s resources
have increased, providing the opportunity to augment its audit oversight of
the department. Specifically, the OIG’s total on board staff increased to
227, from 191 in at the end of fiscal year 2005. Also, the OIG's audit staff
increased to 64 compared to 54 at the end of fiscal year 2005. In addition,
the Office of Audits and the Middle East Regional Office are planning to
merge resulting in the OIG’s largest component.

In January 2010, the State OIG reorganized the focus of the Office of
Audits and began to align its oversight efforts with the department’s
growing global mission and strategic priorities. The newly reorganized
Office of Audit consists of six functional divisions and an audit operations
division to address (1) contracts and grants, (2) information technology,
(3) financial management, (4) international programs, (5) human capital
and infrastructure, {6) security and intelligence, and (7) audit operations,
which includes quality assurance. These audit areas are intended to
develop expertise and address the department’s management challenges.
According to the Qffice of Awdils Fiscal Year 2011 Performance Plan, the
office will target high-cost programs, key management challenges, and

422 TS.C. § 1861(d).
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vital operations to provide managers with information that will assist them
in making operational decisions. The 2011 plan includes new areas such as
global health, food security, climate change, democracy and governance,
and human resource issues within the State Department. In addition, with
the assistance of an independent public accountant, the State OIG has
completed an audit of a major issue in coordinating foreign assistance, the
Global HIV/AIDS Initiative related to the President’s emergency plan for
AIDS relief.”

Regarding our recommendation concerning the use of career Foreign
Service officials fo lead inspection teams, the State OIG’s inspactions
handbook requires that the team leaders for inspections be a Foreign
Service officer at the rank of ambassador. We also stated in our 2007
report that experience and expertise are important on inspection teams,
but the expert need not be the team leader. However, the Deputy IG stated
that having Foreign Service officers with the rank of ambassador as team
leaders is critical to the effectiveness of the inspection teams. OIG officials
stated that there are currently six Foreign Service officers at the
ambassador level serving as the team leaders for inspections, four of
whom are rehired annuitants working for the State OIG. To address
independence impairments the State OIG relies on a recusal policy where
Foreign Service officers must self-report whether they have worked in a
post or embassy that is subject to an inspection and therefore presents a
possible impairment. Further, State OIG officials noted that the team
leaders report to a civil service Assistant IG and the inspection teams
include other members of the civii service. We continue to believe that the
State OIG's use of management staff who have the possibility of returning
to management positioris, even if they are rehired annuitants or currently
report to civil service employees in the OIG, presents at least an
appearance of impaired independence and is not fully consistent with
professional standards.

Closing Observations

The mission of the State OIG is critical to providing independent and
objective oversight of the State Department and identifying
mismanagement of taxpayer dollars. While the 1G Act provides each IG
with the ability to exercise judgment in the use of protections to

“Staie Depariment. OTG, Audit of Sowrces and Uses of Global HIV/AIDS Tndtiutive Globad
Health and survival Funds Reloted to the Pr dent’s Plan, for AIDS
Relief (PEPFAR) for FVs 2007 and 2008 (Washington, D.C .
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independence specified in the act, the ultimate success or failure of an IG
office is largely determined by the individual IG placed in that office and
that person’s ability to maintain personal, external, and organizational
independence both in fact and appearance, while reporting the results of
the office’s work to both the agency head and to the Congress. An IG who
lacks independence cannot effectively fulfill the full range of requirements
for this office.

The State OIG has either implemented or is in the process of implementing
the recommendations from our 2007 report, with the exception of pur
recommendation to discontinue the use of Foreign Service officers as
team leaders for inspections. We remain concerned about the
independence issues that can arise from such an arrangement. In addition,
we remain concerned that a permanent IG has not been appointed at the
State Department for almost 3 years.

We commend the OIG for the steps it is taking to build and strengthen its
audit practice, and we are re-emphasizing our 2007 recomrendation for
the OIG to reassess its mix of audit and inspections to achieve effective
oversight of the department’s areas of high risk and management
challenges.

(197221)

Madam Chairman Ros-Lehtinen, Ranking Member Berman, and Members
of the Commitiee, this concludes my prepared statement. I would be
happy to respond tc any questions you or other Members of the
Committee might have at this time.
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Chairman RoS-LEHTINEN. Well, thank you very much. You have
both made some very good recommendations to our committee in
order to streamline this process.

Mr. Geisel, I wanted to ask you about the Horne v. Huddle case.
And the U.S. Government recently spent 3 million tax dollars to
settlement the Horne v. Huddle case. This has been a long-running
lawsuit against a former senior U.S. diplomat who was accused of
illegally eavesdropping on a DEA agent when they were both sta-
tioned in Burma.

Because the Federal Judge in that case was disturbed by the evi-
dence that the IG investigation into that matter had been com-
promised, he required that the congressional committees be noti-
fied before he would finalize that settlement.

And there are serious allegations that the IG’s 1996 investigative
report was altered and the investigator’s signature was forged in
order to obscure the investigator’s original conclusion that the ac-
cused diplomat was guilty of eavesdropping, perjury, and obstruc-
tion of the IG investigation. And even the edited report notes that
the accused diplomat’s contradictory statements were refuted by
numerous Embassy employees and concludes that OIG investiga-
tion is “unable to dispel the suspicion of his misconduct.”

So, Mr. Geisel, I would like for you to explain how the defendant,
in that contentious $3 million illegal eavesdropping case, who was
the subject of an OIG Inspector General inspection, investigation,
that pointed toward possible perjury, who had been accused of un-
lawfully obstructing an OIG investigation, and who appears on
OIG’s name check system as having been the subject of a special
inquiry, gets hired to lead investigations for the Inspector General’s
office in 2005, and stays on the payroll until after this committee
began asking questions about these matters last summer? Would
he ever have been hired for that position had he not been a senior
Foreign Service officer? And doesn’t his employment at OIG indi-
cate a problem overall?

Ambassador GEISEL. Thank you, Madam Chairman. Of course,
Mr. Huddle was hired in 2005, before I got to OIG. And my only
direct

Chairman ROS-LEHTINEN. I don’t mean this as a question about
you. I am saying about the process of:

Ambassador GEISEL. Yes.

Chairman ROS-LEHTINEN [continuing]. Who gets hired, who is
doing the investigation. I am not saying it directs to you.

Ambassador GEISEL. Thank you, Madam Chairman, and I appre-
ciate that. He was hired in 2005 because a name check was done,
and there was—he got a positive endorsement. All of that, I don’t
want to guess what my predecessors did, because when I heard
about the Judge’s memorandum I said he was never to be used
again.

And at the same time, as you mentioned, I referred the matter
to your committee, and to the Senate’s committee, and my counter-
part at the CIA did the same thing with her committees.

Chairman ROS-LEHTINEN. If I could follow up, now, you, in your
capacity, possess an extensive investigative record raising numer-
ous doubts about this gentleman’s veracity. And the D.C. Federal
Circuit Court noted in 2007 a seemingly impossibility that he ac-
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quired his information through legal means, as well as his appar-
ent lie to OIG investigations. Does this case compel you to review
Wha:c? you had been doing and how it should not be done in the fu-
ture?

And within 48 hours of the Horne v. Huddle settlement hitting
the press, you had e-mail exchanges with the defendant and with
a former OIG investigative supervisor who had been involved in
that case. Would you be willing to provide your e-mail to and from
these individuals to the committee, working with the committee, so
that we could give parameters to our request, which I hope would
be considered?

Ambassador GEISEL. Madam Chairman, subject to our lawyers
speaking to your lawyers, if there is any information that belongs
to another agency, yes, we would be glad to show your staff those
e-mails.

Chairman RoOS-LEHTINEN. Thank you very much. Thank you for
that and that spirit of cooperation.

I now would like to yield to Mr. Carnahan, the ranking member
on the Subcommittee of Oversight and Investigations.

Mr. CARNAHAN. Thank you, Madam Chair, for this hearing. It is
I think very timely. I want to specifically raise the issue of our
Government’s capacity to effectively oversee post-conflict recon-
struction operations, given the significance of their funding, their
deeply complex and challenging nature, and State’s principal and
escalating role in Iraq and Afghanistan, respectively. With this
shift from military-led operations in Iraq to State, State has taken
on unprecedented size and scope of responsibilities.

Last year, I chaired hearings on reconstruction efforts in both
Iraq and Afghanistan. SIGIR Bowen’s testimony raised serious con-
cerns about U.S. management and oversight practices, estimating
at least $4 billion had been wasted in our stabilization and recon-
struction programs alone. And in later testimony he emphasized or-
ganizational transitions in Iraq that have been the occasions of sig-
nificant waste.

As SIGIR draws down in its oversight efforts in Iraq, and as the
U.S. prepares for similar military and civilian transitions in Af-
ghanistan in the coming years, I would like to ensure that our
oversight mechanisms are prepared to maintain strict audit and in-
vestigation efforts.

Ms. Franzel, with State taking on these increased responsibil-
ities, can you give your assessment of the State IG’s capacity to
take on these added oversight tasks?

Ms. FrRanNzEL. Well, first, let me just comment on the need for
very good coordination between the various oversight entities in-
volved. We have the Special IG for Iraq Reconstruction, Special IG
for Afghanistan Reconstruction, the State IG, and the DoD IG.
There is going to need to be some very seamless coordination be-
tween the oversight mechanisms in place to help ensure adequate
coverage and adequate audit activity in these areas.

I do find it disturbing what happened with the Mideast Regional
Office within the State Department IG in that the audits all had
to be reclassified to inspections, because those audits were found
to be unreliable. Basically, in the peer review that occurred, in
some of the OIG reports, the conclusions could not be supported.
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There wasn’t sufficient evidence backing up the conclusions in the
audit reports.

The IG office did acknowledge that and did convert the audits to
inspections, which requires a much lesser standard for documenta-
tion and evidence, but, those offices need to be doing audit-level
work. There is going to need to be significant cultural change and
training to be sure that those offices are up to the task.

Mr. CARNAHAN. Let me follow that up. Over 30 years GAO has
expressed concerns over State IG’s insufficient independence from
the Department. Have any of these issues of independence affected
the IG’s ability to conduct effective oversight of operations in Iraq
and Afghanistan?

Ms. FRANZEL. We did not specifically look at that question, but
I will say that the inspection load that is taken on by the State IG
office does use a tremendous amount of resources, which then are
not available to do audit work. And so we are thinking that there
is probably a good opportunity at this point to take a look at that
inspection function, which over the years has been debated.

Is this a management function or an IG function? And perhaps
there are certain aspects of that function that would be better done
by management, because of the independence issues, but that at
the same time would help free up resources for a stronger audit
function within the OIG. And there are some specific legislative
fixes that could be done to take this—I will call it a burden—from
the IG. This can be done based on risk and where the IG needs to
be placing resources based on what is happening around the world
and within the State Department.

Mr. CARNAHAN. I certainly would like to share those legislative
ideas, but I want to get a question in to Ambassador Geisel. And
that is, what is the IG doing to evaluate the effectiveness of the
transition to state control in Iraq? How would you evaluate the
transition so far? And how will these assessments be formulated
into meaningful lessons that we can learn from going forward in
Afghanistan?

Ambassador GEISEL. Thank you very much for that question, sir.
We have had an inspection, a compliance follow-up review, and I
would say at least four major audits covering areas—audits and
evaluations covering these same areas of concern in Iragq.

I would note on inspections that 35 out of 64 of the independent
offices of Inspector Generals have the inspection function. And I
think the inspection function is extremely useful in identifying
areas that our investigators and our auditors then drill down on,
as I mentioned specifically in Iraq.

Chairman Ros-LEHTINEN. Thank you very much, Mr. Carnahan.

Mr. Marino of Pennsylvania.

Mr. MARINO. Thank you, Madam Chair.

Welcome, guests. Appreciate you being here. Ms. Franzel, I have
at least 18 years of criminal investigation experience, civil, and
also internal affairs. And I found out in my experience that I per-
sonally have a basic problem with investigating those individuals
with whom I worked or had the slightest relationship with.

Do you find that inherently dangerous in the situation that we
have now where IG from State is investigating situations where
there could be a compromise, there could be a bias? And not inten-
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tionally. Now, I have seen it, though, done intentionally, but we,
as human beings, have a natural predilection to, how may I say,
when we are on the fence, to protect our own. Could you respond
to that, please?

Ms. FRANZEL. Certainly. This situation inherently has a number
of threats to the independence and integrity, and, again, not nec-
essarily that this would be done intentionally by the people in-
volved. In professional auditing literature that has really been ac-
cepted worldwide, there are a number of threats that are articu-
lated, which I see coming out in this situation.

The first is a self-interest threat. So if you have somebody mov-
ing through an IG office and back into another position, the threat
that an interest will inappropriately influence an auditor’s judg-
ment or behavior is there, because that inspector or team leader is
lcl)loking for the next career opportunity. So there is a self-interest
threat.

There is also a self-review threat of reviewing offices and pro-
grams that an auditor or inspector was previously involved in. A
recusal policy can be a safeguard, but not always a fully effective
safeguard. There is a bias threat because of the familiarity of an
auditor or an inspector with operations of an office.

There is a familiarity threat, which is really the threat that due
to a long or close relationship with management or personnel of an
audited entity, an auditor will be too sympathetic to their interests,
or simply too accepting of their work. And that is something that
can happen unconsciously.

There is an undue influence threat, again, which can come into
play here, as well as a structural threat in terms of, what is the
audit organization attempting to do? Is it part of a management
function? And where is the placement of this function? So I see all
of these threats coming into play in one fashion or another with
this arrangement.

Mr. MARINO. Ambassador, then, hearing what Ms. Franzel just
stated, what do we do about these threats? What do we do to pre-
vent this appearance of impropriety and make sure that we avoid
these pitfalls?

Ambassador GEISEL. Well, it depends on whether we are talking
about inspections, audits—well, inspections and audits or criminal
investigations. And as you pointed out, from your experience as a
criminal investigator, that is the number one concern.

Now, what I would say there is that our criminal investigators,
once they find evidence of criminal wrongdoing, their work is there-
upon directed by an assistant U.S. attorney, and everyone else is
out of it.

I would also say that, in general, we are—our investigators are
really separated.

Mr. MARINO. Please.

Ambassador GEISEL. Yes. Our head of investigations is a long-
time officer from DoD. The vast bulk of our investigators are from
outside of the State Department, but even those that served in the
Bureau of Diplomatic Security, they are completely separated.

Now, for the inspectors and the auditors, we require them, and
we train them to take it extremely seriously. We require them to
sign a statement of independence before they begin any work. And
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when it comes to inspections or audits, we carefully choose mem-
bers of the teams that have had no relationship with the post or
the office. We have specific guidelines.

And I know that for—we will not have a team leader who ever
served at the Embassy or Bureau where she or he may have
worked, if they are in the Foreign Service. The same is true of civil
service, because where the vast bulk of our members of our office
of inspections come from, if they have ever worked at an office that
we are inspecting or auditing, they will not get the job period, and
they will not be on the review of the job either.

Chairman RoOS-LEHTINEN. Thank you very much.

Mr. MARINO. Thank you.

Chairman ROS-LEHTINEN. Mr. Higgins of New York.

Mr. HIGGINS. Thank you, Madam Chair.

Ambassador, the municipal clerk offices throughout the nation
has provided passport services to the State Department for many
years, and as far as, you know, the record shows, without any prob-
lems relative to efficiency and relative to security.

The Inspector General of the State Department has now issued
a mandate to municipal clerk offices that the issuance of birth cer-
tificates and passports have to be done in separate facilities and
separate personnel. Can you enlighten us as to why this is occur-
ring?

Ambassador GEISEL. I would be very glad to, sir. It is a matter
of fraud prevention. Our July 2009 report of the inspection of pass-
port services noted concerns about the vulnerabilities to fraud in-
herent in the passport application acceptance programs at accept-
ance facilities country-wide, as well as quality of the source docu-
mentation.

The report also noted variation in the quality of the Depart-
ment’s customer service manager’s oversight and training of accept-
ance agents. We made a series of recommendations to improve
oversight and support of acceptance agencies, including closing an
acceptance agency where an acceptance agent also issues birth cer-
tificates as soon as viable alternative locations for submitting pass-
port applications exists.

And the reason for that is a birth certificate is prima facie evi-
dence of citizenship. If the same person—so there is no double-
check. If the same person who issues the birth certificate can also
accept the application for a passport, be that as it may, the vast
bulk of acceptance facilities have separate windows and personnel
for these two functions, although there may be a very few that can-
not separate these functions.

But I would be glad to offer, because our inspectors are supposed
to work quickly, that the Office of Inspections will monitor the re-
sponse to your letter to the Secretary and the impact of compliance
with our own recommendations and report back to you, sir.

Mr. HiGGINS. Yet there was a May 2009 Government Account-
ability Office report that was targeted toward the goal of recog-
nizing vulnerability in the current policy relative to the issuance of
both passports and birth certificates, and there was no reference to
potential problems with that dual role continuing.
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So what was the—you mentioned a July report of the Inspector
General. Does that reference the May 2009 Government Account-
ability Office report?
hAmbassador GEISEL. I will have to take that as a question for
the——

Mr. HiGGINS. Who bears the responsibility for the cost associated
with providing separate facilities? This would seem like a Federal
mandate on the localities if the municipal clerk offices have to pro-
vide separate staffing and separate facilities for the issuance of
documents where no identified problem has occurred previously.

Ambassador GEISEL. Well, when we say “separate facilities,” we
don’t literally mean a separate building.

Mr. HiGgGINS. What do you mean?

Ambassador GEISEL. But we do mean that a separate person has
to issue a birth certificate from a person who issues a passport.

Mr. HiGGINS. But a separate facility within the same building.

Ambassador GEISEL. A separate facility:

Mr. HIGGINS. Well, clarity on that issue

Ambassador GEISEL [continuing]. Would literally mean another
window.

Mr. HigGINS. Mr. Ambassador, clarity on that issue is pretty im-
portant relative to the efficient, secure, continued issuance of very
important public documents. And these offices are typically sup-
ported by local taxpayers. And knowing what they are required to
do by May 1st, and what they are not required to do, I think is
very, very important. So I would ask that, you know, you try to
clarify this for us and give us a sound basis from which the policy
is being advanced, because I am not convinced that it is compelling.

Ambassador GEISEL. That is absolutely my commitment to you,
sir.

Mr. HiGGINS. Thank you.

Chairman ROS-LEHTINEN. Thank you, Mr. Higgins. Thank you,
Mr. Ambassador.

Dana Rohrabacher, the chairman of the Subcommittee on Over-
sight and Investigations, is recognized.

Mr. ROHRABACHER. Thank you very much, Madam Chairman.
And, again, I find just the basis for a lot of the problems that we
face and challenges in this arena that we face are inherent to the
job that is being done overseas and whether or not the policy was
right in sending people overseas or not.

I find that a combination of blood and money, coupled with time,
always tends to lead to a moral breakdown. And once you have a
moral breakdown of people in the field, no amount of oversight and
no amount of investigation is going to cure that. And, as I said, I
saw that from the time I was very young, and I went through dif-
ferent things.

I was not in the military, but I did spend considerable time in
Vietnam and saw—I remember a day when the—it was reported—
I was visiting some doctors in Vung Tao, and it was reported that
a landing craft had been captured by the enemy. And all of the
supplies and the landing craft had been captured by the enemy,
and I was dismayed, and I said, “Well, how many people were cap-
tured? Or how many people died? How many of our people were
lost in this?” “Oh, no, and they all got away. They all got away.
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There wasn’t any casualties on our side, but the landing craft was
captured.”

Well, somebody sold the landing craft and all the supplies to the
local enemy, and to say that I saw that up and down Vietnam was
to put it mildly. And what had happened is, once we got in there
and the corruption was evident on the other side at least, it broke
down the morals of our own people, especially in the middle of see-
ing gore and blood, which almost none of us had seen before any-
way, and that tends to shock the system.

And we see the same thing beginning to happen in Afghanistan.
You are there a long period of time. People are being killed. Money
is being thrown at the problem, and tell me this isn’t a formula for
the breakdown of any moral standards for anybody that we would
send there.

We just lost a man named Bill Young—I would like to put it in—
Bill Young was a brave, wonderful person, the son of missionaries
early in the 1950s, served us very, very well in Vietnam, and he
just passed away a couple of days ago. And Bill was operating out
by himself, and he had given a certain amount of money to do the
job, and he was out by himself with the mountain yards and the
mountain people in that country, in Vietnam, and in Laos, I might
add. Yet there were no audits or Inspector General visits, or what-
ever.

Let me get to right now, to what we are facing right now. We
have a huge challenge in Afghanistan, but yet it seems to be get-
ting worse, in terms of heroin, the production of heroin. All of us
know about it. Okay? Yet over the years the amount—production
of heroin has gone up while we have been there, not down.

And is this due to corruption or is this just part of a policy that
we have had to let that happen? Yes, Mr. Ambassador.

Ambassador GEISEL. You said is it due to corruption, or is it due
to a policy?

Mr. ROHRABACHER. Right. Would you just let this go on?

Ambassador GEISEL. I think it is due to the fact that it has al-
ways gone on, as you said. I think that the Department—and we
have audited efforts—the Department is making a great effort, but
I don’t know if there is enough money in the world to stop what
has always gone on in Afghanistan. I think the best we can do is
try to control it, but I really am—I have to share your pessimism,
sir.

Mr. ROHRABACHER. Well, I don’t think I am a pessimist. I am ac-
tually, in the long run, an optimist. But if you have policy that puts
our people in Afghanistan and says they are going to go out, and
some of our military guys are out with sickles, you know, cutting
down some poppies here, well, you know that some of the leaders
of the government brother—maybe Karzai’s brother has another
group of poppies over the hill that you can’t touch, if that doesn’t
lead to moral breakdown, I don’t know what does.

But then again, my point is, you can’t have a goal that is going
to take a long time in the middle of a conflict. If it takes decades,
you are going to have a breakdown in our system. Our system is
basically on the integrity of our people, people like Bill Young and
others, to do their job, and oversight and inspection, I certainly re-
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spect the job that you are doing, but sometimes I think you are
faced with an impossible task.

Ambassador GEISEL. What can I do except agree with you? Ex-
cept I will be an optimist and say we are trying to do our
darnedest, so it is not an impossible task. Let us call it——

Chairman ROS-LEHTINEN. Thank you very much.

Mr. ROHRABACHER. Thank you.

Chairman ROS-LEHTINEN. My good friend Ms. Wilson from Flor-
ida is recognized.

Ms. WILSON OF FLORIDA. Thank you, Madam Chairman.

Ambassador, how many Foreign Service officers serve in the IG’s
office today?

Ambassador GEISEL. There are 18 all told.

Ms. WiLsoN OoF FLORIDA. And what percentage of these offices
compose the overall number of employees?

Ambassador GEISEL. Less than 9 percent, ma’am.

Ms. WILSON OF FLORIDA. Is it your view that the Foreign Service
officers are necessary for inspections?

Ambassador GEISEL. Yes, I believe they are very necessary for in-
spections. And as my colleague testified, their use is included in
the Foreign Service Act.

Ms. WILSON OF FLORIDA. How about for audits?

Ambassador GEISEL. There are no Foreign Service officers in au-
dits.

Ms. WILSON OF FLORIDA. So, in essence, how do you assess the
overall value of these Foreign Service officers? You assess them for
us, please, their value.

Ambassador GEISEL. I think that their value is crucial, because
there are some things that you can’t really audit in an Embassy—
the political interaction with the host country, such things as your
colleague just brought out on the issue of corruption in the local
government, their services to American citizens, some of which can
and are audited, but many which you can’t attach a number. And
you need people who have the experience of working overseas to
really be able to drill down and get evaluations.

They also do one other thing. You know, I hate to say it, but
some of these ambassadors overseas think they are pretty hot stuff.
And the best way to deal with them is to have another ambassador
walk in and call him or her by her first name and just say, “I know
where you are at. I did this, too. And guess what? You are wrong.”

Ms. WILSON OF FLORIDA. So, Mr. Ambassador, you feel that with
the exception of the one, all of the recommendations have been
complete and that we agree with all of those except for the one that
deals with Foreign Service officers performing inspections.

Ambassador GEISEL. Yes, ma’am. That is correct. We have some
differences with respect to how much and what resources should go
into which function, but essentially the only major difference of
opinion would be the use of Foreign Service officers, ma’am.

Ms. WILSON OF FLORIDA. And you truly feel that their value is
imperative to perform this particular duty.

Ambassador GEISEL. Absolutely. And I would point out that simi-
lar IGs in other agencies do it the same way. There are many re-
tired military officers who work for the DoD Inspector General as
inspectors.
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Ms. WILSON OF FLORIDA. So this is not unprecedented.

Ambassador GEISEL. Hardly.

Ms. WILSON OF FLORIDA. Thank you.

Chairman ROS-LEHTINEN. Good questions. Thank you, Ms. Wil-
son.

Ms. Ellmers of North Carolina is recognized.

Ms. ELLMERS. Thank you, Madam Chairman, and thank you to
our guests today.

Ambassador, I have a question for you. The special Inspector
General for Iraq is mandated with the oversight responsibilities of
the Iraqi Relief and Reconstruction Fund, and the oversight there.
It is slated for termination in 2013. Meanwhile, the State Depart-
ment will assume current DoD programs and responsibilities.

The State Department has requested that DoD allow the State
Department to continue the use of the logistics civil augmentation
program while acknowledging that the Foreign Service does not
have the sufficient experience and expertise to provide oversight.

What impact will the SIGIR’s termination have on State IG’s op-
erations in Iraq?

Ambassador GEISEL. Well, I am glad you asked that, because the
first thing to understand is that the special IG for Iraq works with
DoD and USAID and State appropriations. The DoD and USAID
appropriations of course are far larger than the State appropria-
tions.

We have been coordinating with SIGIR, and we feel if there is
sufficient funding we can absolutely assume the remaining over-
sight of State Department functions that SIGIR presently has.

Ms. ELLMERS. Okay. Well, thank you very much. I yield back the
remainder of my time.

Chairman ROS-LEHTINEN. Thank you very much.

Ms. Buerkle.

Ms. BUERKLE. Thank you, Madam Chairman, and thank you this
morning for this timely hearing and for both of our guests to be
here today.

My first question has to do with the permanent—finally achiev-
ing and having a personal Inspector General in the office. And I
would like to ask Mr. Geisel if you think that—if the credibility of
the office is damaged by not having a permanent Inspector Gen-
eral.

Ambassador GEISEL. I think the best way to answer that ques-
tion is twofold. First, I don’t have any control over the nomination
of a permanent IG. That has to come from the White House. But,
yes, I would like very, very, very much like to see a permanent IG.
And I think the committee has rightly centered its target on the
fact that there is no permanent IG.

I think our work speaks very well for itself. Since I came in in
2008, as I gave you the statistics, we have greatly—we have tre-
bled our investigations, which—and we have doubled the number
of investigators we had. But, yes, when all is said and done, there
should be a permanent IG.

Ms. BUERKLE. And what advantages would there be if we had a
permanent IG?

Ambassador GEISEL. I think it is what you said. Look, I have to
tell people to look at the Web site. I would love for a permanent
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IG to say, “Look at the Web site, and in accordance with the law,
our statutory Office of Inspector General is headed by an inde-
pendent official who was nominated by the President and con-
firmed by the Senate.”

I would add one last thing and that is that I hope that this time,
as my great mentor at OIG was the IG who was appointed by
President Reagan, he was our first independent IG, Sherman
Funk, he had previously been the IG at Commerce, I hope that
whoever is nominated will not be someone who doesn’t have any
idea how the Office of Inspector General works, I hope it is some-
body who has tremendous experience in the oversight community.

Ms. BUERKLE. Thank you. Ms. Franzel, on page 8 of your pre-
pared testimony, you detail the length of service by some of the act-
ing IGs, since January 2003. Could you explain the significance of
having seven acting IGs during this period of time?

Ms. FRANZEL. Well, again, I think it just makes it very difficult
for continuity of oversight at the Department. Also, with so many
acting IGs, these acting IGs have been generally appointed by the
State Department. I mean, certainly not appointed by the Presi-
dent and confirmed by the Senate as envisioned by the IG Act. So
there hasn’t been good continuity.

Some people have stepped up to take on the job, which is defi-
nitely necessary. But when you start looking at a time span of 8
years, and 5 of those 8 years have been without a permanent IG,
and there have been so many different acting IGs, and we certainly
did see some operational breakdowns in the State IG office back
when we were reviewing the time period that we were reviewing,
and when we put out our 2007 report. So it did have a very detri-
mental impact on the State IG office.

I think that a lot of actions have been taken to help strengthen
the office, but it is time to have a permanent IG appointed by the
President and confirmed by the Senate.

Ms. BUERKLE. Thank you, Madam Chairman. I yield back.

Chairman ROS-LEHTINEN. Thank you. If I could take the remain-
der of your time, Ms. Buerkle, because I wanted to ask Ms. Franzel
if she could comment on Ms. Wilson’s question, which the Ambas-
sador answered, but we didn’t get to hear from your point of view
if you shared the Ambassador’s enthusiasm for the role of Foreign
Service officers on the IG inspection teams.

Ms. FRANZEL. Certainly. I would be happy to comment on that.
And certainly this has been emphasized over the years, that in
order to do these inspections in an effective manner there is a need
for ambassador-level management to go in and head up these in-
spections. And if that is the case, I think it is a good argument for
moving some of the inspection function into management, and then
leaving some of the evaluation of the effectiveness of inspections to
the IG. So I think there is a very compelling argument here for
splitting out the function.

IG offices use inspections very effectively, but I think that this
is a rather unique requirement in that Section 209 of the Foreign
Service Act requires State IG to inspect every post every 5 years.
That requirement gets waived every year in the appropriations act,
but the IG office has to continue with this work just in case in a
subsequent year it is not going to get waived.
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So it is a tremendous workload, first of all. It does not give the
IG office the flexibility to really do risk assessments and do a high-
er level analysis of the effectiveness of inspections of posts. I do
think inspections of these posts is a very important function, and
it probably should be headed up with management officials, but
{,)h‘e?n that really begs the question of, where should that function

e’

Should it be in an IG office where independence is expected and
demanded? Or should part of that be handed over to management
to do their own self-inspections and self-assessments? It is a very
common function for management to review the effectiveness of its
own policies and inspections of policies and procedures through an
internal inspection shop. And then, the IG could review that shop
and the effectiveness of that as well as make recommendations
going forward.

So I accept Ambassador Geisel’s assertion that these folks are ab-
solutely necessary for the leadership. I do, however, believe there
are such significance structural threats with doing that in an IG
office that it is probably also time to take a look at how this is
functioning, and maybe relook at that requirement in Section 209
of the Foreign Service Act.

Chairman ROS-LEHTINEN. Yes, I agree with that. Thank you.

Mr. Connolly of Virginia is recognized.

Mr. ConNOLLY. Thank you, Madam Chairman. And welcome to
the panel. A couple of months ago on a party line vote Congress—
the House of Representatives passed H.R. 1, the Continuing Reso-
lution for the balance of the fiscal year, which I personally believe
is one of the most radical documents passed by Congress in living
memory. I think we considered almost 600 amendments, and we
defunded everything from Planned Parenthood to cutting Head
Start, one of the most effective preschool programs in the country,
Public Broadcasting, on and on.

But one of the cuts involved the function—150 function of the
government, including I believe, Ambassador Geisel, the OIG office.
Have you looked at the potential impact of those cuts if in fact they
became law, and what they would do to your ability to function and
carry out your mission?

Ambassador GEISEL. Yes, sir, we have. Frankly, in the very short
run, we could carry on. But overall we would have to start cutting
back on our oversight, and, fair enough, we can do that, but of
course OIGs usually pay for themselves quite a few times over if
they are any good. That is what oversight organizations are sup-
posed to do.

So in the end, I think by cutting back on oversight, it might cost
more money than was saved by the number of people who were cut.

Mr. CoNNOLLY. Well, it does seem a passingly odd thing. If we
say we are concerned about waste, fraud, and abuse in the govern-
ment, in the public sector, we would cut the very function that is
charged with ferreting out what——

Chairman RoOS-LEHTINEN. If the gentleman would yield. You do
understand the contention of the chair that I believe that the OIG
has not been doing a good job. So to throw more money at that of-
fice, in the way that it is currently structured, does not resolve any
issues whatsoever.
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The gentleman can continue to make his point, but my point is
they are not doing the job they are supposed to do. But the gen-
tleman can continue.

Mr. CoNNOLLY. As the chairman knows, I respect her enor-
mously, but I respectfully disagree with her on this matter.

Ms. Franzel, you were shaking your head in the affirmative.
Would you care to comment?

Ms. FRANZEL. Yes, and I am going to comment on oversight ac-
tivities in general. It is very dangerous to start cutting back on
oversight activities—GAO, IGs, and others—simply because our
function is to help identify cost savings for the government, assist
the Congress, and report on fraud, waste, and abuse.

Last year, for every dollar spent on GAO expenses, we brought
back $87, so we saved $87 for every $1 we spent. I don’t think you
want to start cutting back on those types of returns. And to the ex-
tent that we can make oversight in the IG community and other
offices more effective, those types of numbers get even greater. So
it becomes very difficult, and the effects are seen longer term be-
cause, yes, we can all survive in the short term, but when you start
cutting back on oversight activities today, problems can erupt later.

Mr. ConNoOLLY. Well, does GAO believe that OIG is doing a bad
job?

Ms. FRANZEL. Well, as we discussed throughout the hearing,
there have been some very difficult issues and problems at OIG,
and we reported on those in 2007. There have been some positive
activities to strengthen the audit function, which we see as positive
and we are hoping for continual assessments to measure the effec-
tiveness of those actions. They are not there yet, but we see some
increases in audit oversight.

There still remains a problem with trying to figure out the prop-
er mix of resources dedicated to inspections. The use of ambas-
sador-level officials to lead inspections seems to indicate that per-
haps this is a function that is a management function rather than
an IG function, and that is something that we need to sort out. And
it just doesn’t seem properly placed in the IG office, because of the
expectation for independence.

Mr. CONNOLLY. Real quickly, you gave us a metric that for every
dollar we invest in GAO, we reap a return of $87 saved in some
fashion. What is the comparable metric, or do you know it, for
OIG?

Ambassador GEISEL. I believe the number that we use is $14, but
I am very, very reluctant to throw out figures. This is one of the
problems I have with the oversight community is sometimes people
claim savings that are not really savings, or that could be in theory
but that don’t pan out in reality. But I

Mr. ConNoOLLY. Well, Mr. Ambassador, my time is up. I know the
chairman will indulge me for 5 more seconds, because of her—I
have to say to you, if you are that reluctant, then you are going
to face a 17 percent budget cut. You might want to get a lot less
reluctant.

My time is up. Thank you, Madam Chairman.

Chairman ROS-LEHTINEN. I took up your time, Mr. Connolly. So
if you would like more time——
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Mr. ConNOLLY. No, I think we have had our say. Thank you,
Madam Chairman.

Chairman R0OS-LEHTINEN. Okay. Thank you so much.

Mr. Sherman of California.

Mr. SHERMAN. Thank you. USAID had some reluctance to—the
way I describe it—put the flag on the bag. That is to say, make
it extremely clear to the recipients of U.S. aid that it was American
aid. They wanted to make sure that they would feed people, even
those who wouldn’t want to eat the food if it was ours, or those who
wouldn’t want to distribute it if it was ours.

How good a job are we doing making sure that everyone who dis-
tributes or receives U.S. aid knows that it is aid from the American
people? Ambassador?

Ambassador GEISEL. I would have to defer to the USAID IG, al-
though I absolutely share your sentiments of course, sir.

Mr. SHERMAN. Okay. Perhaps we could arrange to put that ques-
tion to them, because there was such bureaucratic reluctance. How
is the U.S. Government doing on following Buy America principles?

Ambassador GEISEL. From the point of view of the State Depart-
ment, very well. And I note that especially for the large contracts
it is good. There are of course many circumstances, especially in
combat zones, where we can’t always buy American, but, yes, I

Mr. SHERMAN. Buy American principles are not Buy America,
you know, straitjackets. I thank you for your reassurance on that.

The next issue relates to those who grant visas abroad. This is
absolutely unchecked ad hoc power without any accountability. And
I would ask you, what are the statistics on, when they let some-
body in the United States, does that person leave in accordance
with their visas? But I know you can’t give me those statistics be-
cause the bureaucracy hates the concept of ever generating those
statistics.

So when you leave Disneyland, they know you have left. But
when you leave the United States, somehow we can’t figure out a
way to swipe your barcode. Is there any system by which visa offi-
cers are evaluated in terms of, are they being too tough? Are they
being reasonable? Do most of the folks return according to their
terms of your visa? Is there any process for evaluating those who
grant visas?

Ambassador GEISEL. Yes, there is. But as you pointed out, it is
not adequate, because we are dependent on statistics generated by
the Department of Homeland Security.

Mr. SHERMAN. Or in this case not generated by the Department
of Homeland Security.

Ambassador GEISEL. I can’t comment. I can smile.

Mr. SHERMAN. Thank you for your smile, which will be part of
the record, and I yield back. [Laughter.]

Chairman ROS-LEHTINEN. Let the record note that the gentleman
had smiled.

Mr. Rivera of Florida.

Mr. RIVERA. Thank you very much, Madam Chairman. Thank
you for being here today.

I will start with Ms. Franzel, and I would like to ask how the
GAO would characterize the IG’s audit coverage of high risk over-
sight areas.
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Ms. FRANZEL. In our 2007 review, we found some significant
gaps, which concerned us, frankly. There were a lot of very impor-
tant areas of State Department that were not being covered by au-
dits of the State IG. We made a recommendation that they reassess
the mix of audits and inspections.

At the time, State Department IG disagreed with that rec-
ommendation, but since then some steps have been taken to in-
crease the audit practice. We are still looking at a fairly light mix
of audits to inspections, but it has improved. In 2009 and 2010, we
were still seeing gaps in audit coverage in areas like coordinating
foreign assistance, public diplomacy, and human resources.

Now, in the Fiscal Year 2011 audit plan, we are seeing some au-
dits come online in these areas. So I think this is an area to watch.
There is still a tremendous amount of inspections going on. Part of
it is because of the requirement that foreign posts be inspected
every 5 years, but that requirement gets waived every year.

But there still is a tremendous reliance on inspections in the De-
partment, and inspections in and of themselves are not a bad
thing. In fact, they are a very useful tool that IGs can use to quick-
ly go out and survey a situation. But they should not be used to
the exclusion of audits.

Mr. RIVERA. Thank you very much. And a question to Ambas-
sador Geisel, according to the project on government oversight, Am-
bassador, you recused yourself from an IG investigation of a con-
tract award involving Undersecretary of State for Management
Patrick Kennedy. Your recusal was apparently due to a perceived
conflict of interest between yourself and Mr. Kennedy. What is the
extent of your relationship with Undersecretary Kennedy that you
elected to recuse yourself from this investigation?

Ambassador GEISEL. I recused myself for approximately 3 weeks
in what I would describe as an abundance of caution. I was very
new to the job, and I was very keen to see—to have it seen that
we were very independent.

The fact is, it is the first time in my life that I have been criti-
cized for recusing myself, which I always thought was doing the
right thing. Be that as it may, I have known Mr. Kennedy for a
very long time. I can’t say that we were—we are friends. In this
30-some-odd years that I knew him, he has never been in my home,
and I was only in his home once for the wake when his father
passed away. But I was being very, very cautious. But I can’t say
we were friends.

And I think our work speaks for itself. Before I came, there were
zero—we are talking about the heavy stuff now, because this was
an investigation that I recused myself for 3 weeks from.

We have vastly—we have trebled the number of investigations
since I came on board. The number of subpoenas we have issued
went from zero before I was there to 25. So, yes, I am glad you
asked the question, but I feel very confident that I did the right
thing, and that my recusal for that limited period of time was done
in an abundance of caution to ensure our good name.

Mr. RIVERA. And making sure, in terms of following up on the
issue of abundance of caution, does the relationship prevent you
from carrying out duties going forward?
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Ambassador GEISEL. None whatsoever, and, again, I would refer
you to all of the reports that we submit to the committee. We try
to be fair, and I like to say that I am the Department’s best friend,
because I tell the Department what it needs to hear, not what it
wants to hear.

And so the fact is we have had no problem at all. I rarely see
Mr. Kennedy, although when I need to speak to him I do.

Mr. RIVERA. Thank you.

Thank you, Madam Chair.

Chairman RoOsS-LEHTINEN. Thank you so much. I thank the wit-
nesses and the members. In closing, I would like to request that
GAO provide the committee with the possible legislative ideas for
addressing the issues raised by your testimony as Ms. Franzel
mentioned earlier.

Mr. ROHRABACHER. Madam Chairman?

Chairman RoS-LEHTINEN. We would appreciate that. Mr. Rohr-
abacher.

Mr. ROHRABACHER. Would you indulge me one more question?

Chairman ROS-LEHTINEN. I love to indulge you.

Mr. ROHRABACHER. The——
lkChairman ROS-LEHTINEN. Indulge others as well, if they would
ike.

Mr. ROHRABACHER. Quite often we have these construction pro-
grams and chaotic situations and such, and we are—and our people
are instructed to hire locals, as many locals as you can, rather than
having American companies come in and actually do the work
themselves.

Now, the Chinese have a totally different approach to providing
someone some assistance. They bring their own people in and build
the bridge themselves, and they—or the building, and, thus, they
are—the Chinese are accountable all the way to the finished prod-
uct, where we of course contract with local people and try to give
people local jobs.

What is your opinion on that in terms of the—one does lend itself
to more corruption—our system—but maybe helps the local econ-
omy. How do we judge this?

Ambassador GEISEL. I am the right person to ask, because I ne-
gotiated the conditions of construction agreement between us and
China, where we built our Embassy in China and they built their
new Embassy in Washington. The answer is, if you give us enough
bucks, we absolutely and positively should do it the way the Chi-
nese do it.

But we are talking about huge amounts of money if it is going
to be all Americans. But the reason that it should be all Americans,
if we can afford it, is we will have much better security, which is
why the Chinese do what they do.

Mr. ROHRABACHER. Right. And less corruption.

Ambassador GEISEL. Less corruption. But you have got to give us
the bucks.

Mr. ROHRABACHER. Thank you very much, Madam Chairman.

Chairman ROS-LEHTINEN. Thank you. Would any member like to
Ee gecognized before I recognize Mr. Chabot, who is our last mem-

er?

[No response.]
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Thank you. Mr. Chabot is recognized.

Mr. CHABOT. Thank you. I look forward to reading the testimony
of the witnesses. I appreciate it very much. Thank you for holding
this hearing. I had about eight things I just got finished doing and
wanted to make the hearing here, but thank you very much for
holding this, and I definitely will review your testimony.

Chairman Ros-LEHTINEN. Thank you very much, and I thank the
members for coming. I thank the panelists and the audience as
well. And the committee is now adjourned.

[Whereupon, at 11:29 a.m., the committee was adjourned.]
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The Honorable Gerald E. Connolly {VA-11)
HCFA Hearing: Watching the Watchers: The Need for Systemic Reforms and independence of the State
Department Inspector General
Tuesday, April 4, 2011
10am

As the State Department’s role in Overseas Contingency Operations in the Frontline States increases,
so does the need for effective oversight of the myriad programs within $tate. The sums of money and
the responsibilities associated with the United States’ foreign policy operations require a robust Office
cf the Inspector General, The FY2012 budget request for the State Department’s Office of the
inspector General {0IG) is $65 million—a sum that is almost half of the $120 million request for
F¥2011.

Some Members of the 112 Congress, including some who serve on this Committee, have made it
clear that funding our foreign policy is not a worthwhile investment. Statements made to that end do
not leave much room for supporting the OIG, as it falls under the 150 Function request. The lack of
support for the 150 Function funding is unfortunate, since the OIG fills a key role —one which Congress
has closely scrutinized for the past several decades.

Historically, Congress has rightfully exercised its “power of the purse” with regard to the State
Department’s internal oversight operations. In 1961, Congress established an Inspector General within
State, only to abolish that office in a 1978 statute. The newly abolished |G was replaced with an
Inspector General of Foreign Service, which was tasked with carrying out specific review functions,
including those involving the foreign assistance program and diplomatic and consular offices. In 1980,
due in part to a recommendation from the Government Accountability Office (GAO), Congress once
again created a central Office of the Inspector General to oversee all audits and inspections. Since
then, the legislative branch has periodically reviewed the efficacy of the OIG at State.

The QIG’s oversight extends to more than 67,000 employees and more than 275 missions and other
facilities worldwide; these employees, missions, and facilities are funded through combined annual
appropriations of more than $17 billion. The office has adapted to fit oversight needs, opening an
office in Jordan in 2008 1o dedicate oversight resources to activities in Frontline States and various
post-conflict countries. The O!G also opened a field office in Cairo, Egypt and temporary offices in
Afghanistan and Pakistan,

In the past three years, the OlG has worked to aggressively build up its investigative capability.

For FY2011, OIG established an internal ceiling of 251 direct-hire positions. As of November 30, 2010,
there were 222 actual on-board staffers at the office, with 13 additional direct-hire positions and 7
personal services contractors in the pipeline. Accordingto the FY12 Congressional Budget Justification,
OIG is not requesting funding for additional positions in FY12.

OIG's mandate is broad and all-encompassing. Given the recent strides the office has made in
rebuilding its investigate capability, slashing funding for the OIG would do irreparable harm. It would
be inefficient and shortsighted to hollow out such an important office. 1 look forward to today’s
testimony. Thank you Madam Chairman. | yield back.
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