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CHAPTER 800 – INSPECTIONS AND EVALUATIONS

[bookmark: PlanningandConductingAudits][bookmark: ConductingInspectionsandEvaluations][bookmark: PlannningandConductingInspEval](800)-60     Planning and Conducting Inspections and Evaluations

[bookmark: Overview60]60.1   Overview.
An inspection or evaluation is considered to be in the planning phase until the engagement letter is issued.  After that, the inspection or evaluation moves to the field work phase until the draft report is forwarded to the Office of Management and Policy (OMP), within the Office of Audit, for review.  After that point, the inspection or evaluation is in the report writing phase.

Inspections and Evaluations (I&E) plans and conducts most of its work under the Council of the Inspectors General on Integrity and Efficiency (CIGIE) Quality Standards for Inspection and Evaluation (2012).  As used throughout these Standards, the term “inspection” includes evaluations, inquiries, and similar types of reviews that do not constitute an audit or a criminal investigation.  All I&E staff are required to have a thorough working knowledge of the Standards.  Refer to https://www.ignet.gov/content/quality-standards.

Document templates and document naming conventions are available in the I&E SharePoint I&E Projects, Project Templates library.  Refer to the OIE Report Format Handbook (available in the I&E SharePoint, I&E Projects Guidance Library), and the Treasury Inspector General for Tax Administration (TIGTA)  Writing and Style Guide (available on the TIGTA intranet, Communications) when preparing documents.

Detailed instructions for distributing documents to the Internal Revenue Service (IRS) and within TIGTA are available in the I&E SharePoint.

[bookmark: PlanningAudits][bookmark: PlanningInspectionsandEvaluations]60.2   Planning Inspections and Evaluations.

[bookmark: OpeningaProject]60.2.1   Opening a Project.  
Once the decision has been made to open a project, the supervisory evaluator or director will contact the staff advisor and request a project be established in TeamMate and the appropriate supporting systems.  The staff advisor will obtain approval from the Deputy Inspector General for Inspections and Evaluations (DIGIE) prior to creating the TeamMate project.

The director, in consultation with the supervisory evaluator, determines the staffing for a project.  There are many factors to consider in making the decision about project staffing.  These include whether the staff has the requisite knowledge and skills to perform the assignment, whether the work can be divided between staff, the scope of the work, and the required time frames for completion.  Refer to the I&E Handbook for specific instructions to obtain a project number and Teammate file.
[bookmark: ProjectPlan]
60.2.2   Project Plan.  
Inspection or evaluation planning plays a key role in I&E’s ability to produce excellent reports that make a difference.  The plans must provide a convincing rationale for the evaluation topic, approach, and timeline.  They must set forth a readily apparent structure that provides a logical flow from the objectives to the issues to the analysis plan.  A plan must serve the team throughout the inspection or evaluation process by clearly documenting what needs to be accomplished to complete the inspection or evaluation.  And, fundamentally, plans must provide their readers with the framework for the resulting report.  

I&E uses a planning template that can be customized to meet the needs of individual inspections and evaluations.  The customization of the planning document is dependent on the objective(s) and scope of the engagement.  The template for this document is included with the I&E guidance documents templates.  Details about the template and information that must be included in the plan are contained in the I&E Evaluation Planning Handbook.  When applicable, an important aspect of this process is to coordinate with the Office of Investigations (OI) or the Office of Audit (OA).  Documentation of any such coordination should be noted in the project log.

The project plan is prepared by the team in collaboration with the supervisory evaluator and the director.  In turn, the supervisory evaluator and the director sign the plan and forward it for review, approval, and signature by the DIGIE.  In many cases, as more information is gathered, the plan may need to be updated to reflect the new information.  Changes to the project plan go through the same review, approval, and signature process as the original plan.

[bookmark: EngagementLetter]60.2.3   Engagement Letter.  
The engagement letter (template:  Engagement Letter Template) communicates the objective, scope, and estimated completion dates of the project to IRS management.  It is written for an executive audience and must convey essential information in a summary format.  The letter is usually prepared by the lead evaluator and routed through the supervisory evaluator and the director.  It is then proofread by the staff advisor before being signed by the DIGIE.

[bookmark: OpeningConference]60.2.4   Opening Conference.  
The purpose of an opening conference is to inform the appropriate IRS senior executive(s) or designee, of the review objectives, to solicit opinions and concerns, and to begin working on expected outcomes and commitments to take corrective actions.  The director or supervisory evaluator will coordinate an opening conference with the lead IRS stakeholder.

The opening conference sets the tone for the inspection/evaluation.  Therefore, it is important to be well prepared.  Provide IRS managers with sufficient information so that they fully understand the intent and scope of the inspection/evaluation and can identify appropriate sources of information needed by the evaluators, and elicit additional suggestions of areas in which the inspection/evaluation could be helpful to the program or entity managers.

[bookmark: ConductingInspectionsandEvaluations3]60.3   Conducting Inspections and Evaluations (Field Work).

[bookmark: CollectingandAnalyzingData]60.3.1   Collecting and Analyzing Data.

[bookmark: Disclosure][bookmark: QuantativeandQualitativeInformation]60.3.1.1   Quantitative and Qualitative Information.  
Quantitative information consists of numbers, statistics, and other reported facts.  Sources of quantitative information include official program performance reports, budget and finance documents, and ad hoc system performance data.  Qualitative information is descriptive in nature.  Examples include interviews, observations, document analysis, case studies/life histories, and descriptive studies. 
 
The inspection/evaluation will most often use a combination of quantitative and qualitative information.  Using a combination of information types is often necessary because of time, resource, and data availability limitations imposed on the review.  Refer to the I&E Handbook for additional details on qualitative and quantitative information.

[bookmark: AssessingtheReliabilityandValidityofComp]60.3.1.2.   Assessing the Reliability and Validity of Computer Processed Data.  
The Quality Standards for Inspection and Evaluation Data Analysis and Collection Standards require:
The procedures and mechanisms used to gather information should ensure that the information is sufficiently reliable and valid for use in meeting the inspection objectives.  For example, inspectors need to ensure the validity and reliability of data obtained from computer based systems if they are significant to the inspectors’ findings.  Inspectors will use professional judgment in determining whether information is sufficiently reliable and valid.
The Government Accountability Office guide, Assessing the Reliability of Computer-Processed Data (GAO‑09‑680G) is the principal authority on meeting this standard.  The guide provides a flexible, risk-based framework and requirements for data reliability assessments that are adaptable to specific engagements.  
Data reliability will be assessed if the data to be analyzed are intended to support findings, conclusions, or recommendations.  If the data are used only as background information or in documents without findings, conclusions, or recommendations, reliability assessments are not required in most circumstances.  A determination of the best approach to satisfy the Quality Standards will be made on a project-to-project basis.  The decision process for the need to assess data reliability and the assessment(s), if required, will be documented in the work papers and in the report.

[bookmark: SamplingTechniques]60.3.1.3   Sampling Techniques.  
For inspections or evaluations that involve sampling, it is highly recommended that the team consult with TIGTA’s contracted statistician during planning to ensure the sampling methodology will meet the review objectives and conforms to CIGIE standards.  Depending on the complexity of the objectives and population, the statistician may assist in the design of the sampling plan or, if the review team has developed a proposed sampling plan, the statistician may review the plan for sufficiency.  The use of a statistician is especially important in designing the sampling plan when using surveys/questionnaires during the course of a review.  This is due to unique complexities involved in drawing inferences or making projections based on surveys/questionnaires.  It is also recommended that the same approach be used in the presentation of the results of statistical sampling or other statistical methods. 

Evaluators should choose the sample design that best achieves their objective and is cost effective.  The selection should be based on professional judgment and consider the resources needed and the use of projected results.  Additionally, evaluators must always consider how the sampled items can be used to effectively measure review outcomes to meet the objectives of the review.  Sampling methods can produce either a probability or a nonprobability sample.  Descriptions of these sampling methods follow:

· Probability sampling involves methods in which each item in the population has a known positive probability of selection.  Examples include simple random samples, interval (systematic) samples, and stratified random samples.  A probability sample allows the evaluator to make a confidence interval statement for an outcome measure about the population from which the sample was selected.  Typically, population projections are made based on an attribute measure (i.e., Yes or No – is a control working as intended) or as a variable measure (i.e., penalty dollars).

· Nonprobability sampling is a method in which every item does not have a known positive chance of being selected.  Examples include judgmental and convenience samples.  The sample results cannot be projected to the population.  Typically, nonprobability sampling is used when there is no need to generalize the outcome measure to the population (if using nonprobability sampling, conclusions and/or inferences cannot be made to the entire population, based upon the sample).  For example, a judgmental sample may be sufficient to show a control weakness or prompt management to take corrective action.  

Refer to the TIGTA OA Manual Chapter 300-80.4 for additional details.

[bookmark: Interviews]60.3.1.4   Interviews.  
The best sources for certain types of information about most programs are the people who operate them, people who are served by them, and people who have previously examined them.  Written records are excellent sources for documenting inspection/evaluations, but there is no substitute for the information and insight that can be gained during an interview.  When conducting an interview, ensure that (1) all relevant issues are discussed with the interviewees; and, (2) all relevant information received from interviews is recorded for later analysis.  Normally, interviews should not last more than one to two hours.  Sometimes two or more interviews with the same person may be necessary to adequately address all of the issues.  I&E staff should give considerable thought and effort into planning the interview.  Refer to the I&E Handbook for additional details about interviews.

[bookmark: Photographs]60.3.1.5   Photographs.  
Depending on the project (often applicable to inspections), photographs can be an excellent method to document the physical conditions observed by the team.  The axiom that a picture is worth a thousand words, holds true in our work.  Evaluators must ensure they accurately record the date, time, and place the photographs were taken.  If appropriate, they should also consider capturing some type of scale within the photo to make the photo more meaningful to the viewer.  Review Treasury (TD-P 85-01) and IRS policy (Use of Webcams & Phones).  I&E evaluators are required to fully adhere to all disclosure statutes, regulations, and guidelines.

[bookmark: CondutingSurveys]60.3.1.6   Conducting Surveys.  
In some instances a confirmation program or other form of survey may be needed.  Surveys are often complex and require a significant amount of time to properly develop a sound survey instrument and appropriate sampling methodology to allow survey results to be projected to the survey population.  While surveys conducted by Inspectors General no longer require the Office of Management and Budget (OMB) review and approval in advance, allow sufficient time to consult with both the TIGTA contract statistician and a survey design consultant if needed.  

[bookmark: Evidence]60.3.1.7 Evidence 
Irrespective of the techniques used, the team collectively is responsible for gathering and documenting sufficient, competent and relevant evidence to address the objectives of the evaluation/inspection.  Evidence is sufficient when it persuades a knowledgeable person that the findings are valid.  Competent evidence should be reliable, and within the constraint of the review resources, obtained from independent sources or systems with reliable internal controls or through direct examination.  Relevant evidence has a logical relationship to the topic, and is used to prove or disprove an issue germane to the evaluation.  Refer to the I&E Handbook for additional details on evidence.


[bookmark: ProtectingSensitiveInformation]60.3.1.8   Protecting Sensitive Information.  
Sensitive information and documents must not be disclosed, except to those permitted on a need to know basis in accordance with the Privacy Act and the Internal Revenue Code Section 6103.  This includes Law Enforcement Manual or other sensitive information as well as personally identifiable information (PII), whether sensitive information of a taxpayer, tax return or return information of a taxpayer, or information that a taxpayer could identify as referring to himself or herself, and grand jury records.  Even within I&E sensitive information may only be shared among the staff actually assigned to a specific review with the appropriate need to know.

Refer to TIGTA’s Operations Manual Chapter (500)-140.4, Sensitive Information Protection Policy, and Chapter (700)-40, Confidentiality of Information Received Under the Inspector General Act; Internal Revenue Code Section 6103; Freedom of Information Act; and, Privacy Act for more information on security guidelines for the proper classification and protection of information that should not be disclosed outside of TIGTA without proper authorization.

[bookmark: ReportingonCompliancewithLawsandRegulati]60.3.1.9   Reporting on Compliance with Laws and Regulations and Certain Illegal Acts.  
I&E evaluators should report all significant instances of noncompliance and abuse discovered during an inspection or evaluation.  Any potentially illegal acts should be discussed with the supervisory evaluator and routed through the director to the DIGIE.

Noncompliance is defined as a violation of laws and regulations or a violation of provisions of contracts or grant agreements.  Abuse occurs when the conduct of a Government function falls far short of societal expectations for prudent behavior.  I&E evaluators should report significant instances of noncompliance in perspective.  The instances of noncompliance should be related to the universe of the number of cases examined and quantified in dollar terms, if applicable.

A court of law is the final determination if fraud or an illegal act has occurred; therefore, the staff should take care to conclude that illegal acts likely occurred and not imply in the report that they have made a legal determination.  Reports that include potential issues relating to noncompliance/illegal acts should be reviewed by personnel in the TIGTA Office of Chief Counsel, prior to any report being issued to the IRS, to ensure the conclusions reached are accurate and the issues properly presented.  The Office of Chief Counsel can be contacted by sending an e-mail to *TIGTA Counsel Office.

If I&E staff communicate noncompliance in a memorandum to IRS management, they should refer to that memorandum in the inspection/evaluation report.  Work papers should document all communications to the IRS about noncompliance.

When I&E management conclude that an illegal act has likely occurred, a referral to the TIGTA OI will be prepared.  The OI will also be asked to determine if reporting certain information about the illegal act would compromise investigative or legal proceedings.  I&E staff should limit their reporting to matters that would not compromise these proceedings, such as information that is already part of the public record.

[bookmark: WorkPapers]60.3.2   Work Papers.  
Relevant documents must be saved as work papers in TeamMate.  Documents must include their purpose, source, preparer’s name, and the date the document was created.  TeamMate automatically captures the document’s preparer and the date the document was created when documents are loaded.  The remaining items can be readily added to a Word or Excel document and a Sticky Note or text box can be added to an Adobe Acrobat PDF.  

Paper documents should be scanned, labeled, and placed in TeamMate unless too large or voluminous to be practical.  Any paper work papers must also be appropriately labeled and numbered to allow for indexing.  If circumstances require the use of paper work papers, a document should be created in TeamMate which provides a list or high level description of information available in the paper files and information about where the paper files are located. 

A link to a large database (SAS, Access) can be used rather than to attempt to place the database in TeamMate.

The supervisor or designated senior staff should review relevant workpapers as timely as possible after the workpapers are designated as ready for review.  The supervisor or designated alternate must review the supporting work papers indexed in the draft report before the referencing process can begin.  Evidence of this review can be documented in the workpapers or through the use of the signoff feature in TeamMate.  Should any supporting workpapers be modified during this process, or if additional supporting material is indexed in the report, these must also be reviewed and the review must be documented.

Work papers include the following documents:

1. Project log.
2. Project justification (if applicable).
3. Project initiation document. 
4. E-mail to IRS Audit Coordination staff and Liaison notifying them I&E is starting background research (if applicable).
5. Engagement letter.
6. Detailed project plan.
7. The evidence developed (i.e. if applicable data files, data validation and query logic, memos of discussion, memo of facts etc.) needed to support the work completed and conclusions reported.
8. Indexed Discussion draft report (including integrated Highlights page). 
9. Referenced draft report (including integrated Highlights page).
10. Outcome measures summary, if applicable.
11. Issued draft report.
12. IRS response.
13. TIGTA disclosure checklist. (If needed a marked copy of the final report showing proposed redactions and basis for the redactions.)
14. Issued final report.
15. Joint Audit Management Enterprise System: Corrective Action Form (JAMES CAF), if the report contains recommendations.
16. Press release (if applicable).
17. Converted documents posted to intra- and Internet sites.

[bookmark: ProcedureSummary]60.3.2.1   Procedure Summary(s).  
The evaluators assigned to an evaluation generally should create a procedure summary documenting the work conducted and the results observed for each objective or major sub-objective included in the approved project plan.  The summary should be indexed back to the work that best supports the statements of fact in the summary.

Each summary must be reviewed by the supervisory evaluator responsible for the project.  The supervisory evaluator will evaluate the information for accuracy, sufficiency, relevancy, and adherence to CIGIE and I&E standards.  The supervisory evaluator will document his/her review in TeamMate.

[bookmark: ProjectLog]60.3.2.2   Project Log.  
A project log will be used to capture significant events (e.g. delays, contacts, progress discussions etc.) and is maintained in the project’s files.  A designee will be responsible for maintaining the project log.  Refer to the I&E Handbook for additional details. 

[bookmark: TIGTACounselAdvice]60.3.2.3   Treasury Inspector General for Tax Administration Counsel Advice. 
Legal advice to I&E staff is not be included in project workpapers.  There are concerns that if legal advisories are included in the workpapers available to external sources (i.e., external peer review teams, GAO auditors, IRS management, etc.), any applicable privilege, such as attorney-client privilege, might be presumed to have been waived for legal advice rendered with an expectation of confidentiality.

I&E supervisory evaluators are required to maintain a “Legal Advice/Opinion” file.  This file can be in either electronic or paper form but must be maintained outside of the official workpaper files.  Also, the project log should contain a notation that legal advice was obtained and identify where the advice (email, memorandum, etc.) is maintained.

[bookmark: Findings]60.3.3   Findings.  
A finding is a summary of facts collected to answer the analytical questions.  
Findings should be supported by sufficient, competent, and relevant evidence.  The type of question largely determines the type of evidence collected.  The finding may be negative (in need of correction) or positive (a best practice) but findings are the factual basis for recommendations.  Be certain that the analytical questions are answered and that they are clearly tied to the objectives.

Findings normally contain four elements – condition, criteria, cause, and effect.  While most often it is best to develop all four elements for a finding, keep in mind that not all analytical questions always require all four elements.  For example, an inspection/evaluation objective could be to determine the current status of program operations or progress in implementing legislative requirements, and not the related cause or effect. In this situation, developing the condition would address the objective and development of the other elements of a finding would not be necessary.

· Condition - “what is”- describes the situation that exists or circumstances that have been observed and documented during the inspection/evaluation.  At a minimum, all reports should include a description of condition.  For a descriptive finding, only this element is needed.
· Criteria – “what should be” – is the standard used to determine whether a program meets or exceeds expectations.  Criteria provide context and should be reasonable, attainable, and relevant.  Criteria are often found in laws, regulations, policies, written procedures, or accepted standards or practices.  In certain cases, criteria may not be well established and the team should develop acceptable criteria by assessing the appropriateness and feasibility that would be convincing to a reasonable person.  
· Cause – “why” – is the reason something did or did not happen.  It is the underlying reason or reasons things are not working as expected.
· Effect – “so what” – is the actual or potential consequences of a condition that varies from the criteria.  The effect part of a finding should describe the extent to which a component has caused changes in physical, social, or economic conditions and also identify and attribute a positive or negative change in the condition as a result of component involvement.  Often, the evidence collected will point to a potential negative effect, rather than the actual presence of such an effect.

[bookmark: Recommendations]60.3.3.1   Recommendations.  
Recommendations should be well-founded and add value. They should address the causes of problems and/or weaknesses. However, they should be phrased in such a way that avoids truisms or simply inverting the conclusions, and they should not encroach on the management’s responsibilities. It should be clear who and what is addressed by each recommendation, who is responsible for taking any initiative and what the recommendations mean – i.e., how they will contribute to better performance. Recommendations should be practical and be addressed to the entities which have responsibility for implementing them.

Recommendations should be clear and presented in a logical and reasoned fashion. They should be linked to the objectives, findings, and conclusions. Together with the full text of the report, they should convince the reader that they are likely to significantly improve the conduct of government operations and programs, e.g. by lowering costs and simplifying administration, enhancing the quality and volume of services, or improving effectiveness.  Effective recommendations should be:

· Explained in the narrative body of the inspection/evaluation report;
· Limited in scope to the information derived from the inspection/evaluation;
· Practical and achievable;

· Recommendations normally should not be prescriptive in nature; rather, they should be crafted in a manner that lays out what needs to be corrected or achieved.
· Written in such a manner that evidence of implementation is verifiable;
· Stated in simple language that is unambiguous; and
· Short, concise, and should not repeat or summarize findings.

[bookmark: DiscussionDraftReports]60.3.4   Discussion Draft Reports.  
Discussion draft reports are written to facilitate explaining the project results and obtaining management’s agreement to the facts contained in the document.  The discussion draft report should contain the Highlights page.  The discussion draft is usually prepared by the lead evaluators and routed through the supervisory evaluator and the director.  It is then proofread by the staff advisor before being signed by the DIGIE.  

The discussion draft report will be indexed prior to issuance.  The discussion draft report usually will not be referenced.   However, a director can require referencing of a discussion draft report to the extent they deem necessary.  The decision to do so is based on the determination of risk.   

Once approved by the DIGIE, the staff advisor will issue the report to the IRS (, and retain a copy in the project file.  The team will convert the discussion draft to a draft report and the staff advisor will forward the report to the OA OMP function for review.  See Chapter (800)-60.1, Overview.

[bookmark: ClosingConference]60.3.5   Closing Conference.  
[bookmark: _GoBack]Before the draft report is prepared, a closing conference will be held with IRS management to verify that information gathered is accurate and gain management’s perspective on the issues and any outcome measures.  It is our general practice to issue the discussion draft report to the IRS before the closing conference.  The closing conference is usually held with the IRS Executive designated as the lead by the IRS Audit Coordination office.  Notify the DIGIE and the director of the meetings in advance.

At the closing conference, the supervisory evaluator should make clear that the purpose of the conference is not for negotiating the report or its contents.  The supervisory evaluator should make clear that TIGTA welcomes correction of any factual or technical issues and will consider any additional relevant information that may have been overlooked.  The supervisory evaluator should emphasize the requirement that the IRS component conduct a thorough sensitivity review of the report to determine if there is any information that should not be released to the general public and submit, in writing and electronically, specific information that is of concern and the reasons why such information should not be released.

The supervisory evaluator should make a brief oral presentation covering the inspection/evaluation highlights, allowing most of the time to respond to the questions from IRS managers and to receive additional information from them.  The supervisory evaluator should designate an evaluator as the primary note taker to record the discussions.  The presentation may include a brief discussion of: purpose, scope and methodology; objectives; findings; and recommendations, if applicable.
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