MEMORANDUM

November 17, 2010

To:
Subcommittee Members and Staff
Fr:
Subcommittee on Contracting Oversight Staff 

Re:
Hearing:  “Oversight of Reconstruction Contracts in Afghanistan and the Role of the Special Inspector General”

On Thursday, November 18, 2010, the Subcommittee on Contracting Oversight will hold a hearing entitled, “Oversight of Reconstruction Contracts in Afghanistan and the Role of the Special Inspector General.”  This will be the fourth in a series of hearings held by the Subcommittee on oversight of government contracts in Afghanistan.
The purpose of the hearing is to examine the role of the Special Inspector General for Afghanistan Reconstruction (SIGAR) in providing independent oversight of reconstruction contracts in Afghanistan.  The hearing will review recent SIGAR audits and investigations and assess SIGAR’s effectiveness at preventing and detecting waste, fraud, and abuse of taxpayer dollars.  In addition, the hearing will examine lessons learned from the experiences of other Inspectors General involved in the oversight of contingency contracting.    

This memorandum provides additional information on one of the hearing’s focuses,  a sole-source contract awarded by SIGAR to Joseph Schmitz, a former Defense Department Inspector General.  In July 2010, the Council of the Inspectors General for Integrity and Efficiency (CIGIE) completed a broad peer review of SIGAR’s audits, investigations, and overall management and performance.
  Among other findings, CIGIE concluded that SIGAR failed to meet accepted professional standards for conducting investigations.
  As required by law, CIGIE forwarded its report to the Department of Justice to determine whether SIGAR’s law enforcement authority should be revoked.

In August 2010, SIGAR awarded a $96,000, sole-source contract to Mr. Schmitz to act as an “Independent Monitor” to determine whether SIGAR’s investigations division had remedied the deficiencies found by CIGIE.  According to SIGAR, CIGIE’s notification to the Attorney General that the Department of Justice should determine whether SIGAR’s law enforcement authority should be revoked constituted “urgent and compelling circumstances” which required the contract with Mr. Schmitz.
  According to SIGAR:

The proposed contractor is Joseph E. Schmitz. He was formerly the Department of Defense Inspector General and is currently a member of the Independent Monitor team for the Deferred Prosecution Agreement the Department of Justice had entered into with Daimler AG.  Associated with Mr Schmitz are other members who have performed independent validation and verification services and inspections of organizations and their performance and capabilities. The specialized nature of the work required of an Independent Monitor and the technical experience and expertise of the members of the Group combined to make Joseph E. Schmitz the only firm immediately capable of performing the required work. The Mr Schmitz group is specialized in this work and no other firm was identified with substantially similar qualifications to independently monitor the SIGAR.
 

Mr. Schmitz resigned his position as the Defense Department Inspector General amid allegations of ethical misconduct.  In August 2006, the Integrity Committee of the President’s & Executive Councils on Integrity and Efficiency (now CIGIE), concluded that Mr. Schmitz allowed a press release to be issued that contained false information.  The Integrity Committee concluded that Mr. Schmitz “Acted in a manner inappropriate for an IG” and that his actions did “not reflect the high level of integrity expected of an IG.” Mr. Burrus later retracted this conclusion, which raised concerns among some in Congress.
  
SIGAR’s contract award to Mr. Schmitz and the 2006 investigation of Mr. Schmitz will be discussed at the hearing.  The following documents are enclosed:

Special Inspector General for Afghanistan Reconstruction, Abbreviated Justification and Approval Document JES PLLC (July 21, 2010).

Special Inspector General for Afghanistan Reconstruction Memorandum of Understanding (Aug. 13, 2010).
Joseph E. Schmitz, PLLC, Independent Monitor Final Report (Oct. 8, 2010).

U.S. Army Contracting Command, Presentation:  Senate Staff Discussion on SIGAR Contract (Nov. 10, 2010).  

� Tennessee Valley Authority Inspector General Richard Moore, Chair, Investigations Committee, Council of the Inspectors General on Integrity and Efficiency, Report on the Quality Assessment Review of the Investigative Operation of the  Special Inspector General for Afghanistan Reconstruction (July 14, 2010).


� Id.


� Id.  The Department of Justice has not yet concluded its review.  Department of Justice, Telephone Briefing for Staff for Senator Claire McCaskill (Nov. 8, 2010).


� Special Inspector General for Afghanistan Reconstruction, Briefing for Staff for Senators Claire McCaskill, Susan Collins, and Tom Coburn (Sept. 23, 2010); U.S. Army Contracting Command, Briefing for Staff for Senators Claire McCaskill, Susan Collins, Tom Coburn, and Scott Brown (Nov. 10, 2010).  


� Special Inspector General for Afghanistan Reconstruction, Abbreviated Justification and Approval Document JES PLLC (July 21, 2010).


� Letter from Integrity Committee Chair James H. Burrus, Jr. to Chairman of the President’s & Executive Councils on Integrity and Efficieny Clay Johnson (Aug. 3, 2006).  Mr. Burrus later retracted this conclusion, stating that based on the review of additional information provided to the Integrity Committee, he “concluded that [Mr. Schmitz] had not violated any law, rule, or regulation and that [Mr. Schmitz] had not engaged in gross mismanagement, gross waste of funds, or abuse of authority in connection with any of the matters under review.”  See Letter from Integrity Committee Chair James H. Burrus, Jr. to Joseph Schmitz (Oct. 23, 2006).  In 2007, Senator Chuck Grassley raised serious concerns regarding the process and propriety of Mr. Burrus’ retraction.  See Letter from Senator Chuck Grassley to Integrity Committee Chair Kenneth Kaiser (June 4, 2007).  Neither the CIGIE investigation nor the retraction address other concerns raised regarding Mr. Schmitz’ conduct, including allegations that he allowed improper political interference in investigations.
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