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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
STATION PLACE
100 F STREET, NE
WASHINGTON, DC 20549-2465

Office of FOIA Services

May 12, 2017

Mr. John Greenewald
The Black Vault

Re: Freedom of Information Act (FOIA), 5 U.S.C. § 552
Request No. 17-00041-0OI1G

Dear Mr. Greenewald:

This 1s the final response to your February 1, 2017 request
for SEC Office of Inspector General investigative report, 15-ENF-
0290-1.

Access 1s granted iIn part to OIG report, 15-ENF-0290-1.
Information within the report i1s being withheld under 5 U.S.C. §
552(b)(6) and (7)(C), 17 CFR 8 200.80(b)(6) and (7)(iii). Under
Exemption 6 the release of the redacted information would
constitute a clearly unwarranted invasion of personal privacy.
Under Exemption 7(C) release of the information could reasonably
be expected to constitute an unwarranted invasion of personal
privacy. Further, public identification of Commission staff
could conceivably subject them to harassment and annoyance in
the conduct of their official duties and iIn their private lives.

I am the deciding official with regard to this adverse
determination. You have the right to appeal my decision to the
SEC”s General Counsel under 5 U.S.C. 8§ 552(a)(6), 17 CFR 8
200.80(d)(B)(1v). The appeal must be received within ninety (90)
calendar days of the date of this adverse decision. Your appeal
must be in writing, clearly marked "Freedom of Information Act
Appeal,’™ and should identify the requested records. The appeal
may include facts and authorities you consider appropriate.

You may File your appeal by completing the online Appeal form
located at https://www.sec.gov/forms/request appeal, or mail your
appeal to the Office of FOIA Services of the Securities and




Mr. John Greenewald 17-00041-0I1G
May 12, 2017

Exchange Commission located at Station Place, 100 F Street NE,
Mail Stop 2465, Washington, D.C. 20549, or deliver it to Room 1120
at that address. Also, send a copy to the SEC Office of the
General Counsel, Mail Stop 9612, or deliver it to Room 1120 at the
Station Place address.

You also have the right to seek assistance from an SEC FOIA
Public Liaison, whose contact information can be located at
https://www.sec.gov/oso/contact/foia-contact.html. In addition,
you may contact the Office of Government Information Services
(OGIS) for dispute resolution services. O0GIS can be reached at
1-877-684-6448 or https://ogis.archives.gov/?p=/ogis/index.html.

IT you have any questions, please contact me by email at
sifordm@sec.gov or by telephone at (202) 551-7201. If you
cannot reach me please contact Mr. John J. Livornese, the SEC’s
FOIA Officer, by calling (202) 551-7900 or by sending an e-mail
to foiapa@sec.gov.

Sincerely,

Mark P. Siford
Counsel to the Director/Chief FOIA Officer
Office of Support Operations

Enclosure
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Subject:- Case #: 15-ENF-0290-I

Title:

Level: Origin: Division of Enforcement
Office: Division of Enforcement

Region:

Security Clearance: Y CJ/NIX

Subject:
Title:  Attorne
Level:
Office:

Region:

1

Division of Enforcement

Security Clearance: Y /N
Investigation Initiated: June 9, 2015
Investigation Completed: JAN 28 2016

Summary and Conclusion

On June 9, 2015, the U.S. Securities and Exchange Commission (SEC), Office of Inspector
General (OIG), Office of Investigations, initiated this investigation on the basis of information
provided by Director Andrew Ceresney, SEC Division of Enforcement (ENF), alleging that
was having an

ongoing affair with a subordinate,

Regional Directo
SUpervisor.

The investigation determined that according to

wdmitted that around the same time he was promoted and while
eveloped into a romantic relationship.

to histupcrvisors and he did not seck
guidance about the relationship from the SEC Office of Human Resources (OHR) or the SEC
Office of the Ethics Counsel (OEC). During the 2013 and 2014 appraisal periods while their
romantic relationship was ongoingma. rating official. In 2013 and 2014,

-receive erformance awards while unde supervision; howevcr-vas

This document contains sensitive law enforcement material and is the property of the Office of Inspector General. It may not be copied or
reproduced without prior permission from the Office of Inspector General. Disclosure of the document or its contents to unauthorized
persons is strictly prohibited and may subject the disclosing party to liability. Public availability will be determined under 5 U.S.C. §§ 552,
552a.
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not the rccommcndini official for ani of the awards that she received. When-

iliie investigation also developed that on at least three occasions while he supervised her,
Wi

gav ifts valued which he accep told the OIG that these

ere associated with eithe irthday or Christmas and she denied giving them to
hn exchange for any type of preferential treatmen owledged that during the
pertod in which he supervised her, he accepted the gifts from part of his personal

relationship with her, and denied accepting the gifts in exchange for exhibiting work-related

referential treatment to her. enied exhibiting any type of favoritism toward
as the result of their relationship.

The investigation further developed-harged lodging expenses to her government-

issued travel charge card (travel card) that were associated with personal time she used followin
SEC training in in contravention of the SEC policy. The records indicated

ved two additional nights at the same hotel where she stayed during the training and the
mights were charged to her travel card old the OIG that she assumed that she had
provided the hotel with her personal credit card or paid with cash to resolve the additional nights
of lodging that were not associated with her training-)aid the hotel charges and there was
no loss to the government as the result of her using the travel card.

This document contains sensitive law enforcement material and is the property of the Office of Inspector General. It may
not be copied or reproduced without prior permission from the Office of Inspector General. Disclosure of the document
or its contents to unauthorized persons is strictly prohibited and may subject the disclosing party to liabllity. Public
availability will be determined under § U.S.C. §§ 552, 5§52a.
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Relevant Authorities

L

Title 5 Code of Federal Regulations (C.F.R.) § 2635 Subpart C, Gifts Between
Employees

Title 17 C.F.R. § 200.735-1, Commission’s Regulation Concerning Conduct of
Members and Employees of the Commission

Title 17 C.F.R. § 2635.101, Standards of Ethical Conduct for Employees of the
Executive Branch

SEC Administrative Regulation (SECR) 14-3, Travel Charge Card Monitoring Policy

Basis and Scope

On June 9, 2015, the OIG initiated this investigation on the basis of information provided
by Ceresney all ing affair with one of his subordinate
employees, aware of the relationship|[jiijwas

During the course of the investigation, the OIG interviewed the following individuals:

ttorney,

OHR
Shira Pavis Minton, Ethics Counsel, OEC

In addition, the SEC OIG reviewed documents relevant to the investigation, including:

SEC e-mails

SEC Office of Financial Management (OFM) Travel Records

Employee Official Personnel Folder (eOPF)

eOPF

Performance Work Plans (PWP) Records

ward Recommendation and Approval Records

U.S. General Services Administration (GSA) Federal Acquisition Website
ravel Card Records

® & @ & & ©* 8 o0

This document contains sensitive law enforcement material and is the property of the Office of Inspector General. It may
not be copied or repraduced without prior permission from the Office of Inspector General. Disclosure of the document
or its contents to unauthorized persons is strictly prohibited and may subject the disclosing party to liability. Public
avallability will be determined under § 1.5.C, §§ 552, 5524,
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Investigative Activity
AlIegatfon:_Mafnmined an Inappropriate Relationship with a Subordinate Employee

During an interview with the OIG stated that on an unspecified date, he heard
from an unidentified individual as having an ongoing romantic affair witH]
ed that this was the first occasion that he heard about the affair and did not believe
isclosed the relationship to anyon d that h eq uently met with
him to discus lationship wi ot
relationship and thought he had “done nothing wrong.” [T
surprised that an issue was being raised about his relationshif wrth
that around the same trme he also contacted
guidance. After cor -
decided to removqiic)
(EXHIBIT 2)

During an interview with the OIG [ M lidentified [T
Fstated that in February or March 2015, he began hearing rumors from some
staff members tha &were “having an affair,” although no one reported

having first-hand knowledge of their relationshi pined that he was surprised when he
heard the rumors because he had not “seen or heard anything” betw d
o0 indicate they had anything more than a professional relationshi stated he

upervisor and have her report dlrectly to

became concemed that the amors had merit when a employee called him and

repeated th e allegation abou dld that shortly thereafter, he
metho dlSCllSS the alleganons According to*admitted

did not thmk the relatlonshr had

ad been “like best
as promoted as h

i il b er supervisor their
relatlonshrp became romantic. [T stated her re u'hdeveloped
mutually over time and was not related o promotion stated that at some point
her relationship wit ecame sexual. [""imaintained that her personal relationship
withfSlHid not impact their professional relationship enied asking or ever receiving
any professional advancement or favoritism as a result of her relationship wi hile

under his supervision. (EXHIBIT 5)
During an interview with the OIG-dmitled having a “romantic” relationship with
uring the same timeframe that he supervised *stated that he andh
have been friends for “a very long time” and their relations een “evolving over time.”
[ ™ naintained that he kept his personal relationship widheparate from their
professional relationship. He said he “evaluated [her] work based on the work™ and that he

This decument contains sensitive law enforcement material and is the property of the Office of Inspector General. It may
not be copied or reproduced without prior permission from the Office of Inspector General, Disclosure of the document
or its contents to unauthorized persons is strictly prohibited and may subject the disclosing party to liability. Public
availability will be determined under § U.S.C. §§ 552, 552a.
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“didn’t do anything in connection with any sort of favontls ‘-stated that he received a

Accordmg t told

call fro nquiring about his relatlonshlp wi
id

him that the relationship “wasn’t inappropriate.” Hoever Sl
not discuss an details concerning his relationship with{ZFFEF stated that prior to his
2 ®he did not seek any guidance from OHR or OEC concerning his relationship

DSBS further indicated that he did not seek guidance or report his relationship with
Ut any of his supervisors. (EXHIBITS 6 and 7)

During an interview with the Ol tated he received a telephone call from
dreportin an allegation tha were having a romantic affair. IO
recalled tellmgﬁlhat while there was no SEC policy that expressly prohibited
relauonshl between supemsors and subordinates, it “doesn’t mean you can do it.” According

-nd to inquire about his[E LI

DEOOME©) | uently contacte d informed him
(D)0 DO Yo confirm the relationship and he
af it : fimanagement if he had a personal relationship
[6).(0)(7) o0 led that he also suggested tof " that if there was a personal
relatlonshlp betwee BN n B that she should be moved to a different superwsor
B recalled tha{Blli® twas very “quiet” during the conversation an id not “confirm
or deny™ his relationship wi EXHIBIT 8)

A.  Records Associated wit{EOC Performance Awards

An OIG review of OHR records revealed that between July 14, 2013 and March 23, 2015,
when[Jl kupervi he receivedfJperformance awards. However, OHR records

indicated tha as not the recommending official fi f the awards. The records
indicat as the recommending official for the awards, and an ENF

supervisor was the recommending official for the [lElaward. (EXHIBIT 9)

An OIG review of PN mail records did not reveal any messages he sent to[flo i or
anyone else recommending or providing input for receive a performance award. A
records review yielded negative results for any e-mail messages sent fro
requesting him to submit her for performance awards. (EXHIBITS 10 and 11)

At the request of the Ol viewed the OHR records for the-)erformance
award eived during the period tha# = " ere having a romantic
relationship and whil upervised herff " led writing the justification for_
the award uld not recall if he solicited M knput for these awards. (EXHIBIT 3)

When interviewed by the OI(-hd not recall recommending2i® 0
performance awards or if he provided input for any of the awards thag ™%
also denied that based on his personal relationship Wlll-'le would have influenced or
submitted her for an award. (EXHIBITS 6 and 7)

This document contains sensitive law enforcement material and is the property of the Office of Ingpector General. It may
not be copied or reproduced without prior permission from the Office of Inspector General. Disclosure of the document
or its contents to unauthorized persons is strictly prohibited and may subject the disclosing party to llability. Public
availability will be determined under 8 U.5.C, §§ 552, §52a.
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When interviewed by the OIG, [t halso denied that she requested[EIBMNo submit her
for any performance awards. (EXHIBIT 5)

B. Records Associated wiﬂ-erfarmance Evaluations

An OIG review of records fofltii ] PWP for the 2010 through 2014 appraisal periods
revealed that for the 2013 and 2014 apprai i i jning

rformance appraisals during this period, was
ting Official. During these period so received acceptable ratings from
(EXHIBITS 12 and 13)

When interviewed by the OIG-tated that he was responsible for assigning the
numerical scores on*2013 and 2014 PWP. According to rior to the final
appraisals scores for everyliemployee were finalized, all of th upervisors
reviewed and collectively agreed upon the numerical scores assigned enied that he
would have artificially mﬂamﬁmfommce scores based on their personal relationship.
er stated that he understood that regardless of their numerical performance scores
bargaining unit employees received a standard pay increase. (EXHIBIT 7)

When interviewed by the OIGEEIktated that as a result of the performance appraisals
gave[JllNin 2013 and 2014, there would not have been any salary implications.
that all SEC bargaining unit employees who achieved an “acceptable” rating
received a 2.5 percent salary increase in 2013 and a 3.0 percent salary increase in 2014.
(EXHIBIT 8)

C. Travel Records Associated with [Nan AN

An OIG review of BN hn vel vouchers rzom through
[EEIETE] 2014, revealed that between 2013 and 2015, they traveled to the

same destinations, as provided in Table 1. (EXHIBIT 14)

{2 ' approving official for any of her travel
authorizations or vouchers. Records further indicated that from 2014
to T, 2014 EEEandEEE N both traveled to On the

travel voucher she submitted for this trip[llbrovided the comment “leave was pre-
authorized by supervisor; time was on the weekend.” On his travel voucher,[llliprovided the

This decument contains sensitive law enforcement material and is the property of the Office of Inspector General. It may
not be copied or reproduced without prior permission from the Office of Inspector General. Disclosure of the document
or lts contents to unauthorized persons is strictly prohibited and may subject the disclosing party to lability. Public
availability will be determined under 5.U.5.C, §§ 552, 552a.
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comment “leave was approved by supervisor; weekend.” Both[EEe and[Fl also provided
the comment ﬂ;‘nﬁamnce” on their vouchers. A further review of the
records for this trip revealed tha Wuest reimbursement for expenses
which were incurred over the weekend between and[ZP014.

[AGENT’S NOTE: An OIG review of SEC e-mail associated with[EIEEand [EER0T
confirmed they were both registered for onference. The OIG also

reviewed Time and Attendance records which further revealed tha B Jused
Annual Leave between and[BI0R014]). (EXHIBITS 10, 11, 15, and 16)

On their vouchers both B ]an laimed[EE0] for the roundtrip base airfare for
transportation on American Airlin An OIG query

of the GSA Federal Acquisition website revealed that for Fiscal Year 2014 the government

contract roundtrip airfare sing American Airlines
wasliwhich indicated that as a result o d vel schedule, the SEC did not

incur additional expenses. (EXHIBIT 14)

When interviewed by the Ol dentified three trips thatfujand [BEIkook to
betweerh 2014 and 2014, were associated with the [SlE]

stated tha{Elleijwas assigned to the matter and authorized to travel in
(EXHIBIT 3)

When interviewed by the OIG tated not assigned to
According t

additional staff had to be assigned, and he said he made the decision to add
ing wi i‘uﬂher stated that his decision to add [EIN]

as based on his evaluation of her professional skills and he denied that he
made the assignment so that they could travel together. (EXHIBIT 6 and 7)

When interviewed by the OIGaicl that she did not request to be added to_
as very labor intensive and she did not

view the assignment as a personal or professional benefit.

When interviewed by the OIG

This document contains sensitive law enforcement material and is the property of the Office of Inspector General. It may
not be copied or reproduced without prior permission from the Office of Inspector General. Disclosure of the document
or its contents to unguthorized persons is strictly prohibited and may subject the disclosing party to liability. Public
availability will be determined under 5 U.S.C. §§ 552, 852a,
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however, he denied providing her
further stated as

the result of his relationship with
(EXHIBITS 6 and 7)

Wh terviewed by the OIG stated id not discuss her
When asked by the OIG i
stated, “We specifically did not even go there.”

(EXHIBIT 5)
An OIG review o mail did not reveal an es that they
exchanged abo (EXHIBITS 10

and 11)
Developed Allegation #10N| GavellllGifts that he Accepted while he Supervised her

During an interview with the OIG JlEhdmitted to giving[Blmlgifts while he
supervised her. She said she purchased a Bose brand Bluetooth sica.kcr which she estimated the

cost to be about $120 and gave it to him as a Christmas gift so recalled that for either
his birthday or Christmas she gav book.dould not recall any other gifis that she
gave‘ut during the same period that he was her supervisor she admitted that she gave him
gifts valued at “more than $10.” However. tated that any gifts she gaviere
associated with their personal relationship and that were either in conjunction with his birthday
ora holidaymin ifts expecting to receive any benefit related to her
work at the SEC rs t she had previously given gifts i i]similar to
what she would “for my best friends” although she “ y wouldn’t have gotten him a
Bluetooth speaker for Christmas” before she a romantic relationship.
(EXHIBIT 5)

During an interview with the OIG[JiElti ktated that for either his birthday or Christmas,
[EEElkave him a Bluetooth speaker and a pair of shoes valued more than $10 [JlEadmitted
that he accepted the gifts from{EENHoweverliktated the gifts were based on their
personal relationship and denied he would have accepted anything of value in exchange for
providing SEC-related benefits tdEIIEIlalso admitted that he accepted a history book
fro hich she gave him as a gift for some occasion which he could not recall [EEIEIT]

This document contains sensitive law enforcement material and is the property of the Office of Inspector General. It may
not be copied or reproduced without prior permission from the Office of Inspector General. Disclosure of the document
or ity contents to unauthorized persons is strictly prohibited and may subject the disclosing party to liability. Public
availability will be determined under § U.S.C. §§ 552, §52a.
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also stated that he also gavel B gifts for her birthday or Christmas[EElMstated that prior to
becoming her supervisor he had previously giverdiﬂs. (EXHIBITS 6 and 7)

An OIG review of_a.n-e-mail did not reveal any messages they exchanged
concerning gifts or her requests for preferential treatment in exchange for the gifts. (EXHIBITS
10 and 11)

Developed Allegation #2:_lsed her Travel Card for Personal Travel

During a review of [ travel voucher for her trip to [EEIEEICINNNNN] for training, the

OIG discovered that she correctl claimed_ for two nights of lodging expenses.
However, a receipt from th hotel, [BENBIE which was included with
the travel voucher, indicated tha travel card was charged for three nights of lodging.

(EXHIBIT 14 and 17)

A subsequent OIG review oflj D vel card monthly billing statements revealed a
charge for the amount of |= S e ( which posted
to the account o © ) ( 2014, an additional charge of for the

amount off2INO e T hccount.

When questioned about this charge [FEIBtold the OIG that the lodging charges were in
conjunction with the personal time she used during her trip to for training.
She said she assumed that she had provided the hotel with her personal credit card or paid with
cash to resolve the additional nights of lodging that were not associated with her training.
(EXHIBITS § and 18)

Findings

they have been close

The 1nvestlgatlon determmed that according to both [0S

o "ladmitted that around the same time he was promoted and whlle
his fnendshlp wi develo into a romantic relationship.
e supervisors and he did not seek
guldance about the relatlonshlp from the SEC OHR or the SEC OEC. Dunn the 2013 and 2014
appraisal periods while their romantic relationship was ongoing{Zi " A

official. In 2013 and 201480 receivedfEperformance awards whlle under [0
supervision; howev not the recommending official for any of the awards that shc
received. Whe

gav ifts valued over $10, which he accepted old the OIG that these
gifts were associated with eithe irthday or Christmas and she denied giving them to

The investiiation also developed that on at least three occasions while he supervised her,

This document contains sensitive law enforcement material and is the property of the Office of Inspector General. It may
not be copied or reproduced without prior permission from the Office of Inspector General. Disclosure of the document
or its contents to unauthorized persons is strictly prohibited and may subject the disclosiog party to liability. Public
availability will be determined under S U.S.C. §§ 552, 552a,
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exchange for any type of preferential treatment wledged that during the
period in which he supervised her, he accepted the gifts part of his personal
relationship with her, and denied accepting the gifts in exchange for exhibiting work-related
referential treatment to her. Furth enied exhibiting any type of favoritism toward
hs the result of their relationship.

The investigation further developed thaffliiicharged lodging expenses to her government-
issued travel charge card that were associated with personal time she used following SEC training
in in contravention of the SEC policy. The records indicated that [FERSEI
stayed two additional nights at the same hotel where she stayed during the training and the nights
were charged to her travel card old the OIG that she assumed that she had provided the
hotel with her personal credit card or paid with cash to resolve the additional nights of lodging
that were not associated with her training [l Inaid the hotel charges and there was no loss to
the government as the result of her using the travel card.

On the basis of the findings of our investigation, it appears that the following pertinent
authorities were violated or could be applied to the case:

e 5 C.F.R. § 2635, Standards of Ethical Conduct for Employees of the Executive Branch,
prohibits employees from:

(Subpart C) Giving or soliciting for a gift to another employee who is an official
supervisor; or accepting a gifl from a lower-paid employee, unless the two employees
are personal friends who are not in a superior-subordinate relationship.

Accepting a gift from a lower-paid employee, unless the two employees are personal
Sriends who are not in a superior-subordinate relationship.

Exceptions apply to these prohibitions when on an occasional basis, employees may give
and accept items aggregating 810 or less per occasion, food and refreshments shared in
the office, or personal hospitality at a residence; this exception can be used for birthdays
and holidays when gifis are traditionally exchanged.

e 5 C.F.R. § 2635.101, Basic Obligation of Public Service, states:

(b)(14) Employees shall endeavor to avoid any actions creating the appearance that
they are violating the law or the ethical standards set forth in this part. Whether
particular circumstances create an appearance that the law or these standards have
been violated shall be determined from the perspective of a reasonable person with
knowledge of the relevant facts.

This document contains sensitive law enforcement materis and is the property of the Office of Inspector General. It may
not be copied or reproduced without prior permission from the Office of Inspector General. Disclosure of the document
or its contents to unauthorized persons is strictly prohibited and may subject the disclosing party to lability. Public
availabllity will be determined under 8 U.S.C. §§ 552, 552a.
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e 17 C.F.R. § 200.735-2, Commission’s Regulation Concerning Conduct of Members and
Employees of the Commission, states:

(a) It is important that members, employees, and special Government employees
maintain unusually high standards of honesty, integrity, impartiality and conduct. They
must be constantly aware of the need to avoid situations which might result either in
actual or apparent misconduct or conflicts of interest and to conduct themselves in their
official relationships in a manner which commands the respect and confidence of their
Sfellow citizens.

e SECR 14-3, Travel Charge Card Policy, dated March 27, 2014, states:

(5.3) Use of the travel charge card for any other purpose than official Government
travel business is not authorized and is considered misuse of the travel charge card
program. Delinquency in payment of the monthly travel card billing is considered card
abuse.

(7) Use of the travel charge card for activities other than official federal Government
travel and travel-related expenses is considered misuse/abuse.

This document contains sensitive law enforcement material and is the property of the Office of Inspector General. It may
not be copied or repreduced without prior permission from the Office of Inspector General. Disclosure of the decument
or its contents to unauthorized persons Is strictly prohibited and may subject the disclosing party te liability. Public
availability will be determined under 5 U.S.C. §§ 552, 552a.
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Exhibits
1. Predicating Information, e-mail documenting referral from ENF, dated March 24, 2015.

2. Memorandum of Activity, interview of-dated June 10, 2015.

3. Memorandum of Activity, interview of-lated June 11, 2015.

4. Memorandum of Activity, receipt of information ﬁ‘on'-:lated November 9, 2015.
5. Memorandum of Activity, interview of-iated June 11, 2015.

6. Memorandum of Activity, interview of [iiiiated June 11, 2015.

7. Memorandum of Activity, interview ofiiiiliated November 16, 2015.

8. Memorandum of Activity, interview off i iiiiHated November 19, 2015.

9. Memorandum of Activity, review of-erfonmncc awards, dated November 6,
2015.

10. Memorandum of Activity, review of- e-mail records, dated November 23, 2015.
1. Memorandum of Activity, review of-e-mail records, dated November 23, 2015.

12. Memorandum of Activity, receipt and review of -Performance Work Plans, dated
November 9, 2015. '

13. Memorandum of Activity, receipt and reviev\-2013 draft Performance Work
Plan, dated November 20, 2015.

14. Memorandum of Activity, receipt and review of-anc-travel records,

dated November 12, 2015.

15. Memorandum of Activity, receipt and review ot-ime and attendance records,
dated December 14, 2015.

16. Memorandum of Activity, receipt and review of-time and attendance records,
dated December 14, 2015.

This document containg sensitive law enforcement material and is the property of the Office of Inspector General. It may
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17. Memorandum of Activity, receipt and review of -ravel card records, dated
January 5, 2016.

18. Memorandum of Activity, interview of-iated January 5, 2016.
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