
 
 
September 24, 2021 

 
The Honorable Michael J. Missal  
Inspector General 
Department of Veterans Affairs  
810 Vermont Avenue, N.W.,  
Washington, D.C. 20420  
 
 Re: OSC File No. DI-21-000787 
        Referral for Investigation – 5 U.S.C. § 1213(c)  
 
Dear Mr. Missal: 
 

Pursuant to an agreement with the Council of the Inspectors General on Integrity and Efficiency, 
I am referring to you for investigation a whistleblower disclosure alleging that employees of the 
Department of Veterans Affairs (VA), Office of the Inspector General (OIG), Washington, D.C., 
engaged in conduct that may constitute a violation of law, rule, or regulation. A report in response to 
these allegations and any related matters is due to the Office of Special Counsel (OSC) by November 
23, 2021.  

 
, an Audit Director with the OIG who consented to the release of his name, 

disclosed that in 2017 the OIG terminated a long-standing interagency reimbursement agreement 
(IAA) between the VA and the OIG and as a result has allowed the OIG to assume and conduct 
programmatic contract audits and drug pricing compliance reviews in violation of the Inspector 
General Act of 1978 (IG Act) and 38 U.S.C. § 8126.  stated OIG management is aware 
of the issue. The allegations to be investigated include: 
 

 In violation of the IG Act1, the OIG is performing pre- and post- award contract 
reviews/audits of Federal Supply Schedule proposals, sole source 38 U.S.C. § 8153 
proposals, and construction proposals as well as audits of claims and change orders, and 
other contract audits requested by VA contracting officers;  

 In violation of the IG Act and 38 U.S.C. § 81262, the OIG is performing drug pricing 
compliance reviews; and  

 Any additional, related allegations of wrongdoing discovered during the investigation of 
the foregoing allegations. 

 
1Section 2 of the IG Act limits OIG duties to the oversight of programs and operations, and Section 12 prohibits 
transferring program functions to OIGs. 
238 U.S.C. § 8126 assigns drug pricing compliance duties to the Secretary of the VA who may then delegate these 
duties to the agencies specified in Section b, which does not include the OIG. 
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 stated that prior to enactment of the IG Act, the Veterans Administration, i.e., the 
precursor to the VA, Office of Audits funded and administered the agency’s external contract audit 
program.3 The IG Act transferred the Office of Audits, its responsibilities and funding, including the 
external contract audit program, to the Veterans Administration’s newly established OIG.  

 
 stated that in approximately 1988, the Veterans Administration sought to change 

how the external contract audit program was funded by using new Veterans Administration accounts 
and appropriations. Pursuant to appropriation laws, the funding changes could occur only if the 
responsibility for administering the program moved from the OIG to the Veterans Administration 
program offices that were funded by the new accounts.4  explained that in 1989, the 
Department of Veterans Affairs Act (VA Act), P.L. 100-52, converted the Veterans Administration 
into the VA and Section 15(b) of the VA Act permitted the new Secretary to reorganize the agency. 
Therefore, the Secretary moved the external contract audit program from the OIG to an acquisition 
program office within the VA.5  

  
 explained that in 1993, pursuant to 31 U.S.C. § 1535 (the Economy Act), the VA 

program office responsible for the external contract audit program entered into a memorandum of 
understanding (MOU) with the VA’s OIG, which allowed the OIG to conduct any necessary external 
contract audits on a reimbursable basis. As a result, the OIG established the Office of Contract 
Review (OCR), which consisted of a dedicated staff of OIG employees who were walled-off from all 
other OIG audit duties and only conducted external contract audits that VA program offices needed. 

 stated that the MOU was entered into annually with the approval of the VA Office of 
General Counsel (OGC) and overtime changed into the IAA that was canceled in 2017.6  

 
 stated that in 2017, IG Missal canceled the IAA, but did not transfer OCR or the 

programmatic audit function to OALC, the VA office that was funding the external contract audits 
pursuant to the IAA.  also asserted that while OCR dissolved in October 2020, its 
employees have remained in the OIG, are no longer walled-off from other audit functions, and 
continue to conduct the programmatic audits at issue, which he asserts violates the IG Act, 38 U.S.C. 
§ 8153, and applicable appropriations laws. 

 
I have concluded that there is a substantial likelihood that the information provided to OSC 

discloses a violation of law, rule, or regulation. Please note that specific allegations and references 
to specific violations of law, rule or regulation are not intended to be exclusive. As previously 
noted, your agency must conduct an investigation of these matters, and I will review the report for 
sufficiency and reasonableness before sending copies of the agency report along with the 

 
3See Veterans Administration General Counsel Memorandum External Contract Program Service Audits (Mar. 5, 
1989) (GC Memo., Mar. 5, 1989); see also VA General Counsel Memorandum Request for Opinion Regarding 
Reimbursable Payments to the OIG by the Supply Fund (Oct. 11, 1996) (GC Memo., Oct. 11, 1996). The external 
contract audit program consisted of contract audits requested by the agency’s contract officers or mandated by federal 
acquisition regulations and statutes.  
4See GC Memo., Mar. 5, 1989; see also GC Memo., Oct. 11, 1996. 
5See id. Since 1989, the VA office responsible for the external contract audit program has changed; in 2017, the Office 
of Acquisition, Logistics, and Construction (OALC) had this responsibility and was party to the now-canceled IAA. 
6The IAA was modified overtime to include reviews of drug pricing compliance, pre-awards of healthcare resource 
contracts and pre-awards of construction contracts as well as audits of claims and change orders, and other contract 
audits requested by VA contracting officers or the OGC. 
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whistleblower’s comments and any comments or recommendations I may have, to the President 
and congressional oversight committees and making these documents publicly available. 

 
Additional important requirements and guidance on the agency report are included in the 

attached Appendix, which can also be accessed at https://osc.gov/Pages/DOW.aspx. If your 
investigators have questions regarding the statutory process or the report required under section 
1213, please contact Catherine A. McMullen, Chief, Disclosure Unit, at (202) 804-7088 or 
cmcmullen@osc.gov, for assistance. I am also available for any questions you may have.  

 
Sincerely, 

          
Henry J. Kerner 
Special Counsel 

 
Enclosure 
cc:  Mr. Kevin Winters, Integrity Committee Chair, Council of the Inspectors General on Integrity 
and Efficiency  






