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Acting Commissioner 
United States Customs Service 

 
We performed a limited review of settlement agreements between 
the U.S. Customs Service (Customs) and Customs employees at 
the GS-15 level and above for the period of October 1989 through 
September 1999.  The overall objectives of this audit were to 
determine whether the settlement agreements related to 
employment discrimination complaint cases associated with 
employees at grades GS-15 and higher were (1) prepared according 
to regulation and procedure and (2) did not compromise Customs 
management's decision-making action.  We relied on Customs to 
provide the documentation on all employment discrimination 
complaint cases that were closed by settlement agreement.  
Customs produced a computer printout that identified 410 cases 
that were closed by settlement agreement during our requested 
time frame, of which eight were at the GS-15 level and above. 

 
The complaint information and settlement agreement terms were 
reviewed against criteria established in Title 29 Code of Federal 
Regulations (CFR) 1614, the Equal Employment Opportunity (EEO) 
Management Directive (MD)-110, and the EEO Counselor 
Handbook.  The criteria we used to evaluate the appropriateness of 
the settlement agreements was that the agreement should not put 
the employee in a better position than he or she would have been 
in if discrimination had not occurred.  We also reviewed for the 
prescribed format of a settlement agreement.  A more detailed 
description of our objectives, scope, and methodology is presented 
in Appendix 1.  
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Results in Brief 
 

Our audit found that the settlement agreements we reviewed were 
generally prepared properly and did not compromise management's 
decision-making action with one exception.  We found one 
questionable case where Customs allowed an employee to remain in 
one specific office for as long as that individual desired to work in 
that location.  Although it was an acceptable settlement term, the 
agency has limited its management discretion with regard to 
staffing that particular office.  In addition, we found two areas that 
needed corrective action.  Customs management could not attest to 
the universe of closed cases involving past and present Customs 
employees for the time period requested, and the related case 
documents for one of the eight cases selected for our review could 
not be located.   
 
Our report includes two recommendations that will assist Customs 
in remedying the deficiencies identified.  Specifically, Customs' 
EEO Office should create and maintain a centralized database of all 
settlement agreements for the entire Bureau that includes the grade 
of complainants for stratification of cases for management review 
and audit.  We are also recommending the Customs EEO Office 
require the Regional Offices to take steps to ensure that all 
settlement agreements are complete and accounted for. 
 
Customs concurred with our finding and outlined a set of corrective 
actions that, when full implemented, will satisfy our 
recommendations.  Customs response to our draft report is 
provided as Appendix 2. 

 

Background 
 

The regulations governing the processing of Federal employee 
discrimination complaints are contained in 29 CFR 1614.  These 
regulations set time limits for each portion of the process, define 
what can and cannot be accepted as a complaint, who can file a 
complaint, and how the agency should carry out its EEO 
responsibilities.  The Equal Employment Opportunity Commission 
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(EEOC) has provided further guidance and interpretation of 29 CFR 
1614 in its EEO MD-110. 

 
The EEOC Regulations in 29 CFR 1614 provide that an aggrieved 
person and the agency may enter into a settlement agreement at 
any stage of the complaint process, and that the agreement will be 
binding on both parties.  It further states that the agency shall make 
reasonable efforts to voluntarily settle complaints of discrimination 
as early as possible in, and throughout, the administrative 
processing of complaints, including the pre-complaint counseling 
stage.   

 
 

Findings and Recommendations 
 
Finding 1  Settlement Agreements Generally Prepared Properly 

 
Customs prepared the seven settlement agreements we reviewed 
according to regulations and procedures, with one exception. 

 
In that one exception, Customs allowed the employee to remain in 
one specific office for as long as that individual desired to work in 
that location.  Although it was an acceptable settlement term, 
Customs has limited its management discretion with regard to 
staffing that particular office.  In the balance of the settlement 
agreements reviewed, Customs agreed to pay the complainant 
attorneys’ costs, pay compensatory damages, and/or reassign the 
plaintiff to another grade or geographic location.  These actions 
were permissible under applicable regulations. 

 
Finding 2  Settlement Agreement Documentation Unavailable 
 

Customs was not able to provide, or account for, the original 
complaint and settlement agreement documentation for one of the 
eight cases selected for review.   
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In addition, we requested, but Customs management declined to 
submit, a written attestation to serve as assurance that we were 
provided all available cases that met our audit criteria.  The printout  
of cases filed for the audit period was provided to Customs 
management by the Departmental Office's (DO) EEO Office.  The 
Customs EEO Office maintains no records of finalized settlement 
cases, and therefore had to request a printout of all settlements 
from DO.  The listing of settlement cases also did not include the 
grade level of the complainants.  Therefore, Customs officials had 
to manually search for the grades of the Customs' employees to 
extract those cases meeting our criteria.  Finally, without a written 
representation that Customs had provided us with a complete list 
of settlement agreements with Customs' senior management 
officials, the scope of our work was not sufficient to enable us to 
reach a conclusion as to whether all of Customs' settlement 
agreements with senior management officials complied with all 
applicable laws and regulations. 

 
Recommendations 
 
1. The Commissioner of Customs should ensure that Customs' 

EEO Office creates and maintains a centralized database of all 
settlement agreements with Customs employees.  The database 
should include the grade level of complainants for stratification 
of cases for management review and audit. 
 
Management Response:  Customs has an internal complaint 
management system pending funding for development.  This 
system will enable Customs to manage the full complaint 
process effectively, as well as stratify data relative to Customs 
complaints of discrimination. 
 
OIG Comment:  When completed in April 2002, Customs 
proposed action will satisfy the intent of our recommendation. 
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2. The Customs EEO Office should require the Regional Offices to 
take steps to ensure that all settlement agreements are 
complete and are accounted for as indicated in the database. 
 
Management Response:  Customs will issue written guidance 
and a Directive that will ensure consistent and proper 
processing, decision-making authorities, and documentation and 
record keeping requirements of settlement agreements. 
 
OIG Comment:  When completed in September 2001, Customs 
proposed action will satisfy the intent of our recommendation. 

 
 

* * * * * * 
 

We would like to extend our appreciation to Customs for their 
cooperation and courtesies extended to our staff during the review.  
If you have any questions, please contact me at (202) 927-6512, 
or C. Samuel McGeorge, Audit Manager, at (202) 927-6344.  
Major contributors to this report are listed in Appendix 3. 
 
 
 
 
 
 
 
 
 
 
Donald R. Kassel 
National Director, Banking 
    and Fiscal Service 
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The audit objectives were to determine whether Customs 
settlement agreements with high-level employees related to 
employment discrimination complaint cases were (1) prepared 
according to regulation and procedure and (2) did not compromise 
Customs management's decision-making action.  We requested the 
case histories and associated settlement agreements for both past 
and present Customs employees at grades GS-15 and higher.  We 
requested cases closed from October 1989 through September 
1999.  

 
We relied on Customs to provide the documentation on all 
employment discrimination complaint cases that were closed by 
settlement agreement.  Customs produced a computer printout 
which identified 410 cases that were closed by settlement 
agreement during our requested timeframe.  However, an initial 
problem arose in that the information system which records closed 
EEO cases does not capture data by employee grade.  Therefore, 
Customs personnel had to manually identify both past and present 
employees at grades GS-15 and above.  Customs identified a total 
of eight cases which met our review criteria.  

 
The EEO Office at Customs obtained the original complaint 
information and settlement agreements for our review.  The 
complaint information and settlement agreement terms were 
reviewed against criteria established in 29 CFR 1614, the EEO MD-
110, and the EEO Counselor Handbook.  Staff from the Counsel to 
the Inspector General also assisted in the case reviews and in 
developing the audit conclusions.   

 
We performed our audit fieldwork between February 2000 and May 
2000.  The criteria we used to evaluate the appropriateness of the 
settlement agreements was that the agreement could not put the 
employee in a better position than he or she would have been in if 
discrimination had not occurred.  We also reviewed for the 
prescribed format of a settlement agreement. 
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Except as discussed in the following paragraph, we conducted our 
audit in accordance with generally accepted government auditing 
standards.  Among other things, those standards require that we 
obtain sufficient, competent, and relevant evidence about the 
validity and reliability of the data used to support our findings. 

 
We obtained the list of settlement agreements with Customs senior 
management officials that were tested during the audit from 
Customs management.  We were unable to apply other audit 
procedures that would satisfy our objectives as to the 
completeness of this list of settlement agreements.  As discussed 
in the Findings and Recommendations section of this report, 
Customs also did not provide the supporting case file 
documentation for one settlement agreement on its list.  The 
inability of Customs to provide the documentation for this one 
settlement agreement raises a concern as to whether Customs 
maintained or provided all documentation related to the other 
settlement agreements we reviewed.  Furthermore, Customs 
management declined our request for a written representation that 
it had provided us (1) a complete list of settlement agreements 
with Customs senior management officials and (2) all 
documentation related to settlement agreements with Customs 
senior management officials.  Accordingly, the scope of our work 
was not sufficient to enable us to reach a conclusion, and we are 
making no such conclusion, as to whether Customs' settlement 
agreements with all senior management officials during the audit 
period complied with applicable laws and regulations.  
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