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During the course of our ongoing audit of security controls over the Federal Deposit Insurance 
Corporation’s (FDIC) Windows Active Directory, we identified concerns warranting urgent 
attention.1  We found that the FDIC does not have adequate controls to ensure that certain 
contractors and employees who require privileged access to FDIC information systems and data 
have background investigations (BI) commensurate with appropriate determinations of risk. 
 
Background 
 
The Office of Management and Budget Circular A-130 requires that agencies implement access 
control policies for information resources that ensure individuals have the appropriate 
background investigation conducted prior to granting access. 
 
The FDIC’s Personnel Security and Suitability Program (PSSP) is designed to ensure that its 
employees and contractor personnel (contractors) meet applicable Federal security and 
suitability requirements allowing for the successful execution of the FDIC’s mission.  The 
effectiveness of the FDIC’s PSSP is important to ensure that FDIC employees and contractors 
are properly screened and investigated before being granted access to information systems and 
entrusted with sensitive or confidential information. 
 

                                                
1 While the audit is being conducted in accordance with Generally Accepted Government Auditing 
Standards (Yellow Book), the work covered by this Memorandum was performed in accordance with the 
Council of the Inspectors General on Integrity and Efficiency’s Quality Standards for Federal Offices of 
Inspector General (Silver Book).  These quality standards include independence, analysis, evidence 
review, indexing and referencing, legal review, and supervision.  See also, the Pandemic Response 
Accountability Committee Agile Products Toolkit https://www.pandemicoversight.gov/media/file/agile-
products-toolkit0pdf. 
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Employee Background Investigations 
 
To support the PSSP, the FDIC Directive 2120.1, Personnel Security and Suitability Program for 
Applicants and Employees, requires that each FDIC position be evaluated and assigned a risk 
designation commensurate with the position’s duties and responsibilities.  Based on this risk 
designation, the FDIC must conduct an appropriate BI.  This Directive also requires that 
Information Security Managers (ISM) within FDIC Divisions and Offices ensure that the 
assigned risk designation is consistent with the position’s access to information technology (IT) 
systems and data.2  To assign the appropriate risk designation level, the ISM utilizes the 
Position Designation Tool compiled by the Office of Personnel Management (OPM). 
 
The FDIC’s Personnel Security Guide for Employee Background Investigations describes three 
risk levels for IT-related positions (low, moderate, and high) and related impacts.  A “high risk” 
level has the potential for exceptionally serious impact involving duties especially critical to the 
FDIC’s mission, with broad scope and authority and with major program responsibilities that 
affect a major computer/automated data processing (ADP) system(s).  A “moderate risk” has the 
potential for moderate to serious impact involving duties of considerable importance to the 
FDIC’s mission with significant program responsibilities that affect large portions of a 
computer/ADP system(s).  A “low risk” has the potential for impact involving duties of limited 
relation to the FDIC’s mission through the use of a computer/ADP system(s). 
 
Contractor Background Investigations  
 
The FDIC Directive 1610.02, Personnel Security and Suitability Program for Contractors and 
Contractor Personnel, requires that all contractors be subject to a BI commensurate with the risk 
designation for the position.3  According to FDIC Directive 1610.02, the FDIC assigns 
contractors to one or more labor categories or areas of functional responsibility with an assigned 
risk designation level(s).  When a contractor performs in more than one labor category or area 
of functional responsibility and the assigned risk designation levels are not the same, the FDIC 
applies the highest risk designation level to the individual. 
 
Program Managers and Oversight Managers are responsible for determining the risk 
designations related to contractor labor categories and areas of functional responsibility.  ISMs 
and the FDIC’s SEPS review and approve these risk designations.4  The FDIC’s SEPS 

                                                
2 FDIC Form 1600/11, Position Designation Record, is completed and signed by a manager/supervisor.  
ISMs then review the risk designation level, and the Security and Emergency Preparedness Section 
(SEPS) conducts a review to approve or reject the risk designation for each position. 
3 The FDIC has established low, moderate, and high risk designation criteria for contractors similar to that 
of its employees.  FDIC Directive 1610.02 provides details regarding the risk designation levels for 
contractors associated with various functional responsibilities. 
4 FDIC Form 1600/17, Contractor Risk Level Record, is completed and signed by a Program Manager or 
Oversight Manager.  The ISMs then conduct a risk level review and either concur or adjust the risk 
designation.  SEPS conducts a review to approve or reject the risk designation for each position. 
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Personnel Security Procedures Guide for Contract Officers and Oversight Managers provides 
further guidance for assessing risk designations associated with contractors. 
 
Privileged Accounts 
 
The FDIC assigns privileged accounts to employees and contractors to administer IT resources, 
such as workstations, servers, and the FDIC’s Active Directory.  A privileged account holder 
may have access and authority to control and monitor systems, and perform administrative 
functions that ordinary users are not authorized to perform.5  For example, a privileged user 
may have the ability to modify, delete, or change data, and may have the ability to change 
configuration settings on servers that contain sensitive FDIC data.  The FDIC does not require a 
“high risk” designation level for all privileged account holders. 
 
Results of Work Performed to Examine BIs for Privileged Account Holders 
 
During the course of our ongoing audit of the FDIC’s Active Directory, we reviewed 144 
privileged account holders to determine whether the FDIC conducted BIs commensurate with 
the position risk designation levels (low risk, moderate risk, or high risk) recorded in the FDIC’s 
personnel system, Corporate Human Resources Information System (CHRIS); and whether the 
BIs for these privileged account holders were favorably adjudicated and if not, whether their 
privileged access was removed in a timely manner.6  We found that: 
 

• BIs initiated and/or completed by the FDIC matched the information in the FDIC’s 
personnel system with one exception. For one privileged account holder, the FDIC had 
not conducted a BI commensurate with the risk designation level in CHRIS.  We notified 
the FDIC that the employee had a moderate BI that did not match the high risk 
designation level in CHRIS.  In response, the FDIC informed the OIG that this employee 
had the appropriate BI level for their privileged access.  Upon further inquiry, however, 
we learned the employee did not have the appropriate BI for their assigned position.  
Specifically, the employee was hired as an IT Specialist in June 2020 and placed on a 
position description (PD) with a moderate risk designation.  On February 28, 2021, the 
FDIC reassigned the employee to a PD with a high risk designation.  However, the FDIC 
did not properly initiate the required upgrade to the employee’s BI from a moderate to 
high until October 2021.  The FDIC had originally initiated the upgrade in March 2021, 
but due to an administrative error on the associated forms, the upgraded BI was 

                                                
5 The Cybersecurity Act defines a privileged user as “a user who has access to system control, 
monitoring, or administrative functions.”  Cybersecurity Act § 406 (a)(5). 
6 In January 2021, we issued an OIG evaluation report on The FDIC's Personnel Security and Suitability 
Program.  We determined that the FDIC’s PSSP was not fully effective in ensuring that:  (1) preliminary 
background investigations were completed in a timely manner; (2) background investigations were 
ordered and adjudicated commensurate with position risk designations; and (3) re-investigations were 
ordered within required timeframes. This evaluation did not review BIs specific to privileged account 
holders. 

https://www.fdicoig.gov/sites/default/files/publications/EVAL-21-001.pdf
https://www.fdicoig.gov/sites/default/files/publications/EVAL-21-001.pdf
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processed at the same moderate risk level and closed. 7  In October 2021, the FDIC 
questioned the discrepancy between the employee’s BI and risk designation level and 
took action with a new request for an upgraded BI. The FDIC favorably adjudicated the 
employee on June 1, 2022.8  The employee had privileged access to FDIC’s systems 
and data for approximately 15 months (February 28, 2021- June 1, 2022) between the 
time the FDIC assigned the employee to a PD with a high risk designation and favorably 
adjudicated the BI. 
 

• Privileged account holders were favorably adjudicated with one exception.  Specifically, 
we found that the FDIC had conducted a preliminary BI for a contract employee in 
February 2021 and granted access to a privileged account in April 2021.  However, the 
BI was not adjudicated until November 2021, and the adjudication was unfavorable at 
that time.  Based on the adjudication, the FDIC ceased the privileged access and 
terminated the contractor consistent with its policies and procedures.  The contractor 
had access to privileged accounts for approximately 7 months while the BI was being 
adjudicated. 

 
Concerns Related to Ensuring Appropriate BIs for Privileged Account Holders  
 
During our review, we also noticed that of the 144 privileged account holders, the FDIC had 
assigned a “high” risk designation for 132 account holders (92 percent) and had, therefore, 
conducted a “high” BI for these individuals.  For the other 12 privileged account holders 
consisting of both contractors and employees, the FDIC did not conduct a “high” BI. 
 

• For 9 of the 12 privileged account holders, the FDIC determined that the risk designation 
for the positions held by these individuals was “low” or “moderate,” which eliminated the 
need for a “high” BI.9  We did not examine the supporting documentation for the FDIC’s 
risk designation determinations; however, it was not clear whether the FDIC had 
processes in place to consider the privileged access of these individuals in their original 
risk designations or re-evaluate their risk designations when their access changed.  We 
reviewed the PDs for five of the nine privileged account holders that were FDIC 
employees and found that the PDs did not clearly indicate a need for privileged access 
to information systems and data.  Therefore, it is not clear whether this information was 
considered as part of the procedures for evaluating risk designations through the PD 
process.  Further, the PD process may not need to reflect the privileged access since all 
individuals assigned to a PD may not require privileged access to information systems 
and data. 

                                                
7 As a result of an OIG evaluation of the FDIC’s PSSP, in January 2021, FDIC Divisions and Offices 
began to review and validate the risk level designations on employee PDs and ensure that appropriate 
BIs were performed. 
8 During this timeframe, the employee submitted paperwork for the background investigation and the 
investigation was conducted and adjudicated. 
9 For the remaining three privileged account holders, the position risk designations in CHRIS were “high” 
but the FDIC did not complete the corresponding BI for various reasons. 
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Based on further inquiry, we found that the FDIC does not have policies or procedures in place 
to re-evaluate the risk designations and BI levels for FDIC employees or contractors who 
transition from being non-privileged account holders to privileged account holders or whose 
privileged access is increased after they have already started work at the FDIC.  Such controls 
can help ensure that the FDIC considers the risks resulting from a contractor or employee’s 
change in privileged access and that the appropriate BI level is in place before granting the 
privileged access.  Such controls are also consistent with OMB A-130, which requires that 
“individuals have appropriate authorization and need, and that the appropriate background 
investigation is conducted (emphasis added) prior to granting access.” 
 
Additionally, the FDIC’s existing BI and information system access controls do not fully mitigate 
risks in this area.  For example, the FDIC may not be aware of the future need for privileged 
account access at the time a contractor or employee is hired and the risk designation level is 
determined.  An individual may also change job responsibilities and require privileged access 
that was not originally anticipated or considered in the risk designation level for the position.  In 
addition, the FDIC has not incorporated controls within its Access Request and Certification 
System (ARCS) to require that the Agency re-evaluate the risk designation and BI level for 
contractors and employees who transition from non-privileged account holders to privileged 
ones or whose privileged access is increased. 
 
Thus, the FDIC cannot be sure that certain employees and contractors who are granted 
privileged access to the FDIC’s information systems and related data in the future will have an 
appropriate risk designation level and related BI.  Without proper controls, the FDIC incurs 
greater risk of unauthorized access to its data and information systems. 
 
FDIC Response 
 
The FDIC’s Chief Information Officer and Chief Operating Officer provided a written response, 
dated June 16, 2022, to a draft of this memorandum addressing the OIG’s concerns.  The FDIC 
agreed that procedures could be improved in this area and plans to perform follow-up work to 
further assess the extent of risk associated with the OIG’s observations and make 
improvements to procedures and processes as warranted by the end of this calendar year.  The 
response is presented in its entirety in the Appendix. 
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The OIG’s mission is to prevent, deter, and detect waste, fraud, 
abuse, and misconduct in FDIC programs and operations; and to 
promote economy, efficiency, and effectiveness at the agency. 
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