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USAID 
FROM THE AMERICAN PEOPLE 

TRANSMITTED VIA EMAIL 

Re: FOIA Request No. F-00230-16 
Final Response 

JAN . 1 0 2017 

The United States Agency for International Development (USAID) regrets the delay in 
responding to your Freedom oflnf01mation Act (FOIA) request. Unfortunately, USAID is 
experiencing a backlog ofFOIA requests. Please know that USAID management is very 
committed to providing responses to FOIA requests and remedying the FOIA backlog. 

This is the final response to your May 24, 2016 FOIA request to the USAID. You 
requested a copy of the following eight (8) OIG Audits: Audit of the Effectiveness of 
US AID/South Africa's Award Closeout and Contractor Performance Evaluation Programs; 
Follow-up of Recommendation No. 2, Audit ofUSAID/Russia' s Monitoring of American 
International Health Alliance's Performance (Report No. B-118-03-002-P); Audit of 
USAID/Mali's Self-Help Program; Audit ofUSAID-Financed Basic Education Program in 
Benin; Audit ofUSAID-Financed Alternative Development Activities in Peru; USAID's 
Accrued Expenditures, Accounts Payable, and Related Internal Controls (FY 2000); Quick 
Response Audit of Liquidation of Expenditures under Grant No. 649-0141-G-00-4002-00 and 
USAID/West Bank and Gaza' s Implementation of the Federal Manager's Financial Integrity Act. 

For your information, Congress excluded three (3) discrete categories of law enforcement 
and national security records from the FOIA. See 5 U.S.C. § 552(c) (2006 & Supp. IV (2010)). 
This response is limited to those records that are subject to the requirements of the FOIA. This is 
a standard notification that is given to all of our requesters and should not be construed as an 
indication that excluded records do, or do not, exist. 

USAID conducted a comprehensive search of the Office oflnspector General (OIG) for 
documents responsive to your request. The search produced a total of 145 pages. Of those 
pages, we have determined that 145 pages of the records are releasable in their entirety. 
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If you require any further assistance or would like to discuss any aspect of your request, 
you may contact Ms. Makeda Weeks-Titus, the assigned FOIA Specialist by phone on (202) 
216-3248 or at mweekstitus@usaid.gov. You may also contact USAID's FOIA Public Liaison, 
Lynn P. Winston, at foia@usaid.gov. 

Additionally, you may contact the Office of Government Information Services (OGIS) at 
the National Archives and Records Administration to inquire about the FOIA mediation services 
offered: 

Office of Government Information Services 
National Records and Archives Administration 
8601 Adelphi Road-OGIS 
College Park, Maryland 20740-6001 
E-mail: ogis@nara.gov 
Telephone: (202) 741-5770; toll free at 1-877-684-6448 
Fax (202) 741-5769 

You have the right to appeal this final response. Your appeal must be received by 
USAID no later than 90 days from the date of this letter. In order for it to be considered an 
official appeal, please address and send directly to the FOIA Appeal Officer: 

Director, Office of Management Services 
U.S. Agency for International Development 
1300 Pennsylvania Avenue, NW 
Ronald Reagan Building, Room 2.12.010 
Washington, DC 20523 

If you wish to fax your appeal, the fax number is (202) 216-3369. Both the appeal and envelope 
should be marked "FOIA APPEAL." Please include your tracking number F-00230-16 in your 
letter. 

There is no charge for this FOIA request. As this concludes the processing of your 
request, it will be closed. 
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Thank you for your interest in USAID and continued patience. 

Sincerely, 

.L nn . Winst ' , hief 
FOIA Public Liaison Officer 
FOIA Officer/ Agency Records Officer 
Bureau for Management 
Office of Management Services 
Information and Records Division 

Enclosures: Responsive Records (145 pages) 
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On r1 UPMrNT 

MEMORANDUM FOtJt 116~~:;,kovich 
FROM: IGINFA, Alvin A. Brown 

SUBJECT: Independent Auditor's Report on lJSAlD's Accrued Expenditures, Accounts 
Payable, and Related Internal Controls for Fiscal Year 2000. 
Report No. O-OOQ .. QJ-004"F 

This memorandum audit report is our report on the U.S. Agency for International 
Development's (USAID) accrued expenditures, accounts payable, and related internal 
controls. The r\.-"POrt is part of our audit of USAID's consolidated financial staterr1cnts which 
is required by the Government Management and Reform Act of 1994. This report is one in a 
series of reports that con1municate the results of our audits conducted on the selected line 
items reported jn USAID's Fiscal Year 2000 Balance Sheet 

This report provides the results of our audit work perfom1cd to determine \Vhether LISA.ID 
properly calculated and reported its accrued expenditures and accounts payable to permit the 
preparation ofreliahle financial statements as ofSepten1bcr 30, 2000. \Ve \Vere unable to 
detcm1ine \Vhethcr USAID properly calculated and reported accrued expenditures and 
accounts payable to permit the preparation of reliable financial statements as of September 
30, 2000, USAID changed its n1ethodology for calculating and reporting accrued 
expenditures and rE"lnted acc0unts payable and took action to improve its policies and 
procedures and the quality of the financial data recorded ln the system. As result of the ne\v 
methodology, LJSAID n1ade material year-end adjustinents to reverse the incorrect accrual 
calculations perfOnned by the NMS and to record the accrual estimates derived fron1 the 
application of the new accrual methodology. Due to time constraints, we were unable to 
evaluate the new methodology and determine the reliability of the balance,<, repo1ted 

Accordingly, the OIG is not expressing an opinion nor n1aking any recommendations in this 
report. Instead, "''e will review USAID's ne\V methodology and the itnpk:n1entation of its 
revised pohcies and procedures during our audit ofUSAID's fiscal year 2001 consolidutcd 
financial statcn1ents. See Appendix II for USAID Management's <.'01nn1cnts. 

I v.·ouJd like 10 express tny sincerest appreciation for the courtesies extended by your staff to 
the auditors over the past year 

l l(lO Pli":-l'\1.1'''''' ,\'!."' r, '.\\\' 
V._\oJli~C.\l>~, 0,(, /(l'.\)_\ 
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BACKGROUND 

USAID \vas created in 1961 to advance the United States' foreign policy interests by 
pro1noting broadwbascd sustainable development and providing hun1anitarian assistance, 
USAID has an overseas J'resence in 70 countries; 42 of which have fully operational and 
forn1al USAID rnissions. 

Accounts payable systc1ns for 1JS,r\JD consist of trrinsactions and procedures associated \Vith 
identifying, assembling. classifying, and recording transactions to report grants, contracts, 
and progran1 and operating expenditures. The account:-, payable line iten1 on a balance sheet 
is established to record an entity's liability for goods and services received or work 
con1plctcd by a contractor for which pay1nent has not been n1ade. 

In prior years \Ve reported: 

• In fiscal year 1997, USAID did not provide the ()fG \.Vith lJS.t\ID/Washington's accrued 
expenditure n1ethodology until after the con1pletion of our field\vork. Therefore, the 010 
did not have an adequate opportunity to rcvic\v and test the 1ncthodology used. 

• In our fiscal year 1998 audit report, the OIG reported that lJSAJD/Wa::.hington's accrued 
expenditure nlelhodology did not co1nply \Vith the standards established by the Federal 
Accounting Standards Advisory Board (Ft\S,r\B). lJSAID did not properly crtlculat(: and 
report ifs accn1ed expenditures and related accounts payable. lJSAID's methodology for 
calculating accounts payable at USAID/\Vashington 1,va::. based on the scheduled 
co1npletion date and the unliquidated obligation balance. In accordance with USAID's 
()fficc of Financial Managc1ncnt policy, these accounts payable 1,vere not accurately 
calculated at fiscal ycarend. Accounts payable 1,vcre recorded against dor1nant 
obligations Vv'ilh no activity during the prior 365 days or n1ore. This material Vv·eakness 
in1pacted USi\ID's ability to prepare auditable financial ::.tatements. 

• In fiscal year l 999, the OIG reported that the Office of Financial l\1anage1nent did not 
nlake any changes in its methodology for calculating accrued expenditures 
LfSAID/Washington. Therefore, lJSAID's rtccrued expenditures and accounts payahlc 
\Vere not properly calculated and reported to pcr1nit the preparation of reliable financial 
state1nents as of September 30. 1999. The OIO provided USAID Vv'ith adjuslinents 
totaling about $ l .7 billion. 1 

Adjustinents \Vere noted in Report No. 0~000~00~004~F, i~~ued Fehruary 9, 2000 
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• As explained above, ln previous years the ()JG could not express an opinion on lJSAID's 
financial staten1cnts because our audit \Vas impaired. Our audits of those years indicated 
that LJSAID's poorly functioning financial, accounting syste1ns and other previously 
reported 1naterial internal control weaknesses caused this impair1nent. For those years, 
the OIG concluded that these deficiencies in USA I D's accounting and financial 
management systcms2 created consequential risks that the financial staten1cnts could 
contain 1naterial n1isstatements. 'fhe amount of substantive testing required to express an 
opinion on the fairness of the presentation or lJSAID's financial staten1ents would have 
been prohibitive and unattainable by the statutory deadline of March I, for submitting the 
audited financial statcn1cnts to the Office of Management and Budget (OMB) for those 
years. Accordingly, the OIG did not express an opinion on the rain1ess or the financial 
staten1ents, 

As a result of problems noted in prior year audits, the OIG, in agreement with USAID, 
decided to focus our fiscal year 2000 audit efl'orts on the 111aterial line iten1s on its balance 
sheet. 

AUDIT OBJECTIVE 

This audit 1,vas perfor1ned to support the fiscal year 2000 Gover111nent ~1anage1nenl and 
Reforn1 Act (Gi\1RA) audit of USi\ID's consolidated financial statements. For fisc::ll yc::lr 
2000, the OIG agreed \vi th USAID 1nanagemcnt to concentrate our audit efforts on selected 
n1ajor balance sheel iten1s. Accordingly, the following is the objective or this audit: 

\\-'ere lJSAID's Accrued Expenditures and Accounts Payable Properly <~alculated And 
Reported to Permit the Preparation of Reliable Financial Statements as of 
September 30, 2000? 

Sec Appendix I for a discussion of the scope and methodology for the audit. 

The following section presents our findings for those rnatlers that we consider reportable 
conditions and inaterial \veakne:;,ses. 

According to OMB Circuhir A-127 and the Chief Financial Officers· Act, a financial 
1nanage1nent symern includes supporting systen1s that contain the infonnation needed to carry out financial 
n1anagen1ent functinns, 1nanage financial operations, and report financial stµtus infonnµtinn. The systen1s 
provide the infnrn1ation n1anugers need tn (1) carry out their fiduciary responsihilities; (2} deter fraud. \\'aqe, 
µnd ahuse; and (31 relate financiµl .;onsequences to ugency progran1 perfonnance, Thus, in addition to bu~ic 
accounting functions. USAll)'s financial 1nanagen1ent ~ystetn includes supporting sy\ten1s that per+orn1 
perfunn<tnce ineµsure111ent, budget, and procure1nent functions 
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AUDIT FINDINGS 

\Vere USAID's Acct'ued Expenditures and Accounts Payable Properly Calculated And 
Reported to Permit the Preparation of Reliable Financial Statements as of 
September 30, 2000'! 

We v.·crc unable to dctcrn1inc \vhcthcr lTS,A.TD properly calculated and rcportcd arcruc-d 
expenditures and accounts payable to pcnnit the preparation of reliable financial statements 
as of September 30, 2000. Initially, USAID's plan was to use a statistical model to calculate 
accrued expenditures and related accounts payable for its Washington activities based on 
obligations recorded in the NcVv· rvlanagcmcnt System (NMS). Hov,:cvcr, LISAID officials 
abandoned the planned process because of uncertainties about the accuracy of the scheduled 
completion dates for the contracts recorded in NMS. On December 12, 2000, lJSAID 
officials infor1ned us that a new methodology \vas used to calculate accrued expenditures and 
related accounts payable, which resulted in an adjustment in excess of $1.9 billion to this line 
item, Subsequently, on December 20, 2000, US,i\.ID officials informed us that this 
inethodology \Val. 1nodified and an additional adjustn1ent of $300 n1illion \\'al. recorded, IOr a 
total adjustlnent or about S2.3 billion. 'fhe adjustn1ents were necessary to reverse the 
inco1Tcct accrual calculations pcrforn1cd by the NMS and to record the accrual estimates 
derived from the application of the new accrual methodology. The a1nount of substantive 
testing needed to evaluate the ne\v 1nethodology and detern1ine the reasonableness or the 
adjustn1ents \.vould have been prohibitive and unattainable by the statutory deadline for 
subn1itting the audited financial statc1nents to the Office of l\1anagemcnt and Budget. 
Accordingly, \VC \Vere unabk: to deter1nin(: the reliability of the bal::inces reported for accrued 
expenditures and related accounts payable. 

We Could Not Determine Whether USAID's 
Methodology for <:alculating Accrued 
Expenditures And Accounts 
Pav able Met F ASAB Standards 

The basic accounting principle for calculating accrued expenditures and recording accounts 
payable at the end of an accounting period is to ensure lhat federal entities record 
expenditures in the appropriate accounting period and n1atch those expenditures \\'ith 
revenues of that period. The Financial Accounting Standards Advisory Board (FAS,i\.B )3 

doe-snot believe that recognizing a liabilily prior to actual rece-ipt or constructive receipt of 
goods or services should be adopted as a financial accounling standard. 

()n ()ctober 19, 1999 the A[C~PA officially designnted FASAfl a~ (JAAP, 
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The Statement of Federal Financial Accounting Standards No. I, paragraph 77, provides that: 

ilrhen an enrity acce11ts title to goods, 1vherher the goods are deliverell or in-transit, 
the entity should recoxnh:e u !iabi!ityj(Jr the un11ahl an1ount l~/'the :;.:oods. (/invoices 
or those xoods are not available •vhenjinancia/ state111ents arc /)re1iared, tile amounts 
oived should be estirnated. 

We \Vere unable to dcterrnine whether lJSAID's 1nethodology for calculating accrued 
expenditures and accounts priyablc for its Washington activities coinplicd with the generally 
accepted accounting principle~. Under lJSAID'& planned stati~tical nlethodology for 
calculating its accrued expenditures and accounts payable, the e~tin1ate~ calculated for 
Washington \vould not be supported by actual or constructive receipt of goods and services. 

Under its new inethodology, the Office of Financial Manage1nent perfor1ned a trend analysis 
of the accounts payable calculated and reported during fiscal years 1997 through l 999 and 
the disbursements for the subsequent accounting periods to establish its accounts payable 
balance for fiscal year 2000. As a result of the ne\v n1ethodology, for fiscal year 2000, 
US,t\ID 1nade an adjustn1enl in excess of $2.3 billion----approxilnately 88 percent4 of lhe 
accrued expenditure amount initially calculated by NM5--to more accurately report accrued 
expenditures and accounts priyablc brilanccs in its financial staten1cnts. Due to tin1c 
constraints, we were unable to evaluate the new n1ethodology and the reasonableness of the 
adjustme-nts, 

We noted several deficiencies \vith LfSAID's obligation balances maintained in NMS that 
\Vould have been u~ed by USAID in its previous 1nethodology for calculating accrued 
expenditures and related accounts payable. See Appendix III for additional detail~. 

The OIG \Vill review USAJD's ne\v 1ncthodology in the future to determine \Vhcthcr it 
con1plie~ with generally accepted accounting principles and whether it reduce~ audit risk 
associated with this line iten1. Therefore, the OIG makes no reco1n1nendations for fiscal year 
2000. 

USAID Took Action To 
In1proye Its Policies and Procedures 

USAID took action to improve its policies and procedures and the quality of the financial 
data recorded in NMS. In prior years, we reported that USAID's unliquidate<l balances v.1ere 
not routinely reviewed and were not reliable for calculating accrued expenditures and 
accounts payable. USAID's financial tnanagcrs agreed that systcn1-gencratcd information 
based on scheduled co1nplction dates \.\-'US not consistently reliable. 

$2J hillion nfthe $2.6 hillion (upproxilnatcly 88 percent) cnkulatcd fnr USAllJ/\Vnshington 
accrued expenditures and a~count~ payahle. 

5 
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During fiscal year 2000 USAID: 

• Implemented a project to review and deobligate those unnecessary unliquidated 
obligations established during fiscal ye,ar 1999 and prior pe,riods. As a resLlit, USAID 
dcobligated over 1,200 obligations totaling about $1261nillion and revised its policies 
and procedures for pcrfor1ning periodic 1311 rcvic\VS~. 

• Provided obligation management training to financial n1anage1nent personnel, and 

• Revised its Auto1nated Directive System, Chapter 621, ··obligations" on Septe1nber 11, 
2000. This Auto1natcd Directive Systcn1 policy requires assistant adn1inistrators and 
mission directors to certify that these procedures arc being followed as a part of their 
annual budget subn1ission. 

The OIG \vill revic\v USAID's implcn1cntation of these actions during our audit of lJSAtD•s 
fiscal year 2001 consolidated financial staten1cnt. 

J\;IANAGEJ\;IENT COl\11\;IENTS AND OUR EVALUATION 

USAID·s rnanagen1ent, in general, agrees \Vith the findings made in our report. The CFO 
explained that the $2.3 billion adjustment 1nade to the general ledger accounts was necessary 
to reverse the inco1Tect accrual esti1nates perforn1ed by the New Manage1nent Systen1 (Nl\1S) 
and to record the accrual esti1nates derived fron1 the application of the nev./ly irr1ple1nented 
accrual methodology. USAID's n1anagement has proposed a ne\v accrual methodology 
under the ne\v accounting systen1, PHOENIX, which was placed in operation in December 
2000. The OIG is plca~ed that management has taken steps to improve the agencie~ accrual 
estin1atcs \Vith thC' in1plerncntation of thC' trend analysis 1nethodology used in FY 2000. 

We look ror\\-·ard to \.VOrking with rnanagement in reviewing this n1ethodology during the FY 
200 l audit or US AID' s accrual estimates. 

111 1-reviev...·s are periodic rev\e\vs of LTSA IJ) unliquidated ohl\gation ha lances that provide 
for effective fund n1anage1nen1 by financial ninnagers. 

6 
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SCOPE AND METHODOLOGY 

SCOPE 

Appendix I 
Page 1ol'2 

For lbcal year 2000. the USAID Office or Inspector General (O!Gl agreed with the Office of 
Financial Management to concentrate audit efforts on the selected major balance sheet items 
as \Vas done in fiscal year 1999. Accordingly, the scope of this audit \Vas litnitcd to the 
review of USAID's accrued expenditures and accounts payable balances as or Septe111ber 30, 
2000. Thereft)fe, this report does not .::ontain an opinion about the fairness of the state1nents 
taken as a whole. 

We did not conduct our audit in accordance \vith generally accepted govt:n11nent auditing 
standardi. because our scope was i1npaired. 

()ur prirnary focus was accrued expenditures and related accounts payable calculated for and 
reported for lTS.A . .ID/Washington by the New Managen1ent Syste1n (NMS), lTSAID reported 
$3.4 billion on the balance sheet for accounts payable for fiscal year 2000. The accrued 
expenditures reviewed by the ()JG accounted for approximately 78 pcrccnt6 of accounts 
payable. 

Due to the lin1ited scope of this audit. internal control testing was limited to those controls 
used to calculate and report the accounts payable for USAID/Washington, 

USAID had no laws and regulations that were n1aterial to the calculation and reporting of 
accounts payable. Therefore, we did not conduct any con1pli;:1ncc reviews. 

Accrued expenditures revie\.ved divided hy reported accounts payable as of Septen1her 30, 
2000 ($2.6 /$3,4 billion} 

801145 



METHODOLOGY 

Appendix I 
Page 2 ol' 2 

In acccnnplishing our audit objective, we revie1.ved the accrue-d expenses. and accounts 
payable calculated and reported for USAID/Washington. 

Specifically we: 

> Obtained an understanding of USA ID' s procedures and processes for calculating 
accrued expenses and accounts payable. 

Assess.ed the risks as.sociated with accrut:d t:xpenditures and accounts payable 
calculated by the New Management Systc1n (NMS). 

Extracted the relevant financial data front NMS after USAII) calculated and reported 
accrued expenditures and accounts payable at Septen1ber 30, 2000, Fro111 this data, 
we pcrforn1cd analyses of USAro·s calculations of accrued expenditures and 
accounts payable against: 

I) Obligationi. for grants; 

2) ()hligations v.1ith no activity or minin1al activity since the 
inigration of finan.::ial data fron1 the old Financial Accounting and 
Control System (FACS); 

3) Obligations v.1ith no activity fron1 the date they \\'ere recorded; 

4) Obligations that were 365 days or 1nore past their scheduled 
conipletion date; 

5) Obligations that were recorded before the actual constructive receipt of 
goods or services. 

Reviewed US1\ID's i11ten1al controls for reporting accounts pnyable on ils fiscal year 
2000 balance sheet. 

Obtained an underslanding or US AID' ii internal controls \Vi th respect to 
co1npliance with lJSAID's policies and accounting standards and regulationii, 
applicable to the accounts payable cycle. 

A nlateriality threshold of 5 percent was used. Based on USAID' s 1999 Net Cost or 
Operations, any an1ount over $314 million w·as considered material and included in 
our rcviev,.· of the USAID 2000 financial statements, 
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USAID MANAGEMENT COMMENTS 

U. $. AGtNCY hlR 

iNTOR,,.ATJO" \L 

DtVflOrMtNT February 1, 2001 

MEMORl\_NDUM 

FROM: 

A. Brnwn l\A\l •.. 
CFO, Michael T. Srnokovich ~ 

TO: lG/A/FA, Alvin 

SUBJEC'T'; Audit oi USAlD' s Ar::crued t:xpendir:u.:::e, .'\ccounLs 
nay.Jble, and R0lated lnt:cxnal Controls fo::: fiscal 
"oar 2000 

We hav'? reviewed th"' draft r:epoLL or, yc:.ur: audlt of the 
Agency' n exp<enCH~ accrual estimates, accounts payable and 
l'""latc•d 1nt0rnaJ contro1s for FY 2000 and generally agree 
with yw:.ir fl1:dings. As regards tb~ $2.3 billion in 
adjusting entries to the standard g<?neral 1edg<'ir JCC()\lnt;.:, 

it ,,:-,r,;11~c! bf! P()tr>d t_haL they were neceso;ary to reversf' the 
lncor.rl:ct accrual calculations performed by the New 
M-~n&g(~ffi(~nL System and to record the accrual 0,'3t5-mat05 
deriv;;;,d from the application of the new accrua·I 
mti!tJv:id,,lugy. Thls <laL·ificati.::,11 '11ould lv~lp users of the 
statei::.er,ts and your report to fully unJorstand the nature 
of the ;:idjuc;ti.ng ont.riee. 

w;, look forward to working clo.'Jely with yow ,)n ·.h0 
audit of ::he accrual ec;timate.5 for FY 2001. As you know, 
th€ . .:.geocy long range plan is to have program manager'.:! 
estimate accrued expenditure5 at the obliqat1.Cl'l d6C:::\lrt1er~t. 

level an:i ::ec<:,rd thoe<c eetimates into the cor<':' dccoqnting 
system iPhocen.ix) on a quarterly basis. However, £or the 
first year of Phoenix oper<1tio1, ·;10 will not be abl0 Lo 
l:!>pl;;;,ment thi5 methodology. The:refo:r·e, we plan tci use a 
trend analysis a911in .ifl FY 2001 to estimnttt- the ac.~rucd 
expendi t·Jr·es at year-end. Hopefully our .I'.l~spc,ct1ve s::affs 
will be able to m+Jet shortly aftvr we Linalize t:1e FY 2000 
Accountability Report to plan for the FY 2001 audit \'ll'"H;I t.o 
disccn1s the ,;cc.rual methodoloqy in purticula.:·. 

!JOO PE'<NS\'LVANlA AVENUE, NW. 

Wt1.'>l!!N~!(>N. ll,( 11hil 
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I ~1ould like to thank you and y.;::>ur staff fol Lhe 
professional and cooperative manner in which tho ;i.udit was 
conducted. 

Cc: M/CfO, S. Owens 
M/CFO, T. Cully 
M/MPI, S. Malon+-Gilmor 
M/FM, D. Ostermeyer 
M/FM/CAR, T. Vapniarek 
M/FM/CAR, E. WhJ.te 
M/I:'M/ A, J. Sw41n 
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Appendix JU 
Page 1ol'2 

Schedule of' Questionable Accrued Expenditures Based NMS Obligation Balances: 

Lnliquidated Amount Questioned 
(:ate1Jorv JJocumt>nts Balan('e Arcrued Amount (A..i;ustment) 
Grant Obligations' 2038 S2,414,:3fi8.808.>4 $1,844.784,040.14 $1,844,184,040.14 

Aclive Services s 4.851,207.18 4,841,22J.n7 3,980,796.41 

Refunds/Recoveries 41 1.520,598.98 1,520,598,98 1,520.598.98 
I"io Recent Activit)' 315 25.000.898.62 24,790,992.38 24,790,992.38 

.\1inimal Activity/FACS 151 12.704.630.24 12,257,232.24 12.257,232.24 
Ended Services 207 21.712,603.96 .............. ~.!.:~-~&:~~};.?.§ . ·················-~-~-.'-~:±~:,?.~~-:1.§ ... ........................................ . ............................................. 
O\·eraccrued 27 6,505,566J I 6,505,102.71 5,757, 106.80 
'l'A. 's over 12 months 47(00) 250.710.72 250,710.12 250,710.72 

198\AC) 512,065.62 512,065,62 512,065.62 
Accrut'd Expt'nditurt' 20 2.811, 193.85 2,8 I l, 193.85 2.811, 193.85 
Equals Advanct' 
Activitv of In/Out Exo. 6 16,859.90 16,859.90 16,859.90 
1"~1S Oblh>ations Onlv 75 5.396,713.52 5,396,713.52 5.396,713.52 . 

Total .1139 $2 49.5,651,857.24 $1,925, 1.~2.976. 91 $1,92.~ 524,554,34 

An explanation or each category that the OIG deter1nined \vas possibly overstated is provided 
belov.1: 

• Grant obligations accounted for 96 percent of lTSAID's overstated accrued expenditures 
recorded in the Ne\.v l\!lanagement Systen1 at Septctnber 30, 2000. These obligations 
were established to fund grants. Advances established for grantees ~·ere accrued as 
expenditures an<l r~port~d as accounts payable without con~idering the status of the actual 
advance liquidations. 

• Active services include obligations for personal and non~personal service contracts that 
are ongoing; the OIG deter1nined that the accrued expenditures for these contracts appear 
to be excessive. 

• Refunds/Recoveries are those obligations in \vhich activity seetns to be complete and a 
refund or recovery was processed; the disbursement reversal increases the unliquidated 
balance that v.·as fully accrued. 

• No recent activity arc those obligations for which there has been no activity for n1ore than 
a year or the projects related to those obligations were complete. 

• Minimal Activity/FACS arc obligations that were migrated from US1\ID's Financial 
Accounting Control Systc1n in FY 1997 \Vith rnini1nal to no activity. 

Grant obligntioos ::ire est:i.blished to fund projects through ndvances to grantees tOr \Vhich no 
Jccount~ paynble should be calcuJ;.1ted. 

' Total questioned accrued expenditures that did not rneet Fi\SAB sl<'indards. rounded to $1.9 

billion. 
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Appendix JU 
Page 2 ol' 2 

• Ended services represents contracts \vhcrc no salary payments have been made for an 
extended titnc indicating cn1ployn1cnt has ended. 

• The over-accrued category represents those obligations \vlth a disburscrncnl history of 
s1na lier paytncnts. 

• TA's over 12 months represents travel authorizations over 365 days old that \Vere 
separated into t\vo categories: ( 1) authorizations with no disbursc1ncnt or approved 
vouchers; this 1nay indicate that the travel did not take place, and (2) authorizations that 
were completed ~ carrier and per diem disbursements were recorded indicating 
cornplction of travel. llSAID rc(;ord(;d an accrued expenditure and established accounts 
payable for the entire unliquidatcd balance for both categories. 

• Accrued expenditure equals advances arc those obligations for \\'hich accrued 
expenditures \\.'ere established that equaled the advanced an1ounts; llSAID accrued the 
entire unliquidated balance. 

• Recorded expenses in/out arc transactions in vvhieh various entries for disburscn1cnts arc 
recorded and reversed, but the full obligated a1nount remains unused. lJSAID accrued 
the entire unliquidated balance. 
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Audit of USAID-Financed Alternative Development 
Activities in Peru 

Audit Report No. 1-527-02-011-P 

May 15, 2002 

Regional Inspector General I San Salvador 
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1.:.s. 1\,gcnl.'.y f,ir 
li'dl:Jl.NAll'll\AL 

Dr,vu.nr~FNT 

R/G1Sa11 S11/l'odl'r 

May 15. 2002 

MEMORANDUM 

FOR: lJSAID/Pcru Director. Thon)as L, Geiger 

FROI\tl: Regional Inspector General/San Salvador, 
Timothy E. Cox 

SUBJECT: .l\udlt of USAID-Financed Alternative Developn1ent Activities in 
Peru (Report No. 1-527-02-011-P) 

This 1nemorandun1 is our report on the subject audit 

The report contains no recon1n1endations for your action. The findings presented in 
the report include that project 1nanage1nent used a 1nid-tern1 evaluation to 1nake 
changes to progran1 activities and that the learn irnplernented a moniloring :iysten1 in 
accordance with USAID policies. 

I appreciate the cooperation and courtesy extended to rny statl during the audit. 
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Summary of 
Results 

Backgrouud 

Audit 
Objectives 

Tite Regional lnspeclor Geueral/San Salvador conducted an audit to detennine hov,: 
progfam funds were :.pent and how USAID/Peru modified its alternative 
developn1ent activities in response to a inid~ter1n evaluation. Also, the Judit \Vas 
to deter1nine if US;\ID/Peru implemented a n1onitorlng system in accordance with 
US AID policy (page 3 ). 

The results of the audit indicated that USAID/Peru spent $121.162,820 through 
Decen1ber 31, 2001 on infa·astruc1ure, technical assistance, and inonih)ting (page 4) 
and that changes were 1nade to the program as a result of the 1nid·tenn evaluation 
(page 5). Related to 1nonitoring, LTSAID/Peru n1onitored the quality, tin1eliness and 
environtnental in1pact of outputs in ac.::ordance with lTSi\ID policy (page 6). 

Mission 1nanagen1ent agreed with the report findings (page 7). 

Reducing the production of illicit coca in Peru is an objective of the governments of 
Peru and of the United States. To support this goal, US,l\ID has in1plen1entcd a 
$194.5 1nillion .l\ltcrnativc Development Program (ADP). To date, $121 n1illion has 
been expended. The governrnent of Peru has committed $115.5 million to the 
prograni. 

The strategy follo\l.i'ed to reduce illicit production has three eletnents: 
(I) interJiction and law enforcerncnl to dis1upt narcotics trafficking and lower the 
price paid to fai:1ners for coca leaf; (2) eradication to redl1ce coca cultivation and 
encourage fanners to plant other crop~: and (3) alternative developn1ent. 

or the three eletnents, USAID is invol\'ed in alten1ative develop1nent. According to 
USAID/Peru planning documents, the ADP strategy is premised on the hypothesii. 
that offering coca fam1ers alternative licit sources of inco1ne and en1ploy1nent, 
coupled with in1proved living conditioni. und organized con1n1uni1iei. \vith the ability 
to enforce lavvs, 'lvill lcad thc1n to voluntarily abandon coca cultivation and thereby 
achieve a sustainable, reduced level of coca production. 

TI1e Regional Inspector General/San Salvador included this audit in its fiscal year 
2002 audit plan to ans~·er the following questions: 

How have USAID funJs been spent under the Alternative Developn1ent 
Progran1'! 

How did USAID/Peru i1nplen1ent recomn1endations 1nade in a 1nid-ten11 
evaluation of its Alternative Developn1ent Progratn to i1nprove progran1 
effectiveness? 
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Audit Findings 

Did USAID/Peru i1nplernent a rnouitoring systern for its alternative 
developn1ent activities in accordance \vith USAID policies? 

Appendix I describes the audit's scope and methodology. 

How have lTSAID funds been spent under the Alternative Development 
Program? 

Funds were spent under the Alte1nativt: Developn1t:nt Progra1n (i\DP) in three 
general categories~ social and economic infrasttUcture, licit ccono1nic activities, and 
progra1n monitoring and support. 

According to USAID/Peru's records, accrued expenditures for the three categories 
through Dccc1nbcr 31, 2001 arc presented in the table belo\v: 

Social and Econon1ic Infrastructure 
L,icit Econo1nic Activities 
Program Monitoring and Suppoti 
Total 

559,032, 133 
51.208.259 
10.922.428 

$121,162,820 

Expenditures for Social and Econotnic Infrastructure included rehabilitation of 
roads, bridges. potable \\1ater systen1s, classroo1ns, and lau·ines and strengthening 
local governments. 

In the area of Licit Econorrlic Activities, funds \Vere spent prorr1oting crop 
substitution (the cultivation of rice. pineapple, cacao, coffee and other products), 
providing technical assistance to farmers electing to grov .. ' crops other than coca, and 
providing 1nicro~credit loans. 

Program J\.1onitoring and Support included expenditures for managing and tracking 
progra1n results and to support the agency of the Peruvian gove1111nent tasked with 
alternative developn1ent. 

According to 1nission rnonitoring records, the ADP completed projects related to the 
follo\ving between 1995 and 200 I: 

Schools 
Health Facilities 
Potable Water 
Sanilation 
Bridges 
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The ADI) also reported rehabilitating 206 kilometers of roads, conducting 17 l 
studies, presenting 375 workshops, and providing technical assistance related lo 
coffee, cacao, and other crops to 13,554 beneficiaries. 

How did US1\.ID/Peru implement recommendations made in a mid~term 
evaluation of its Alternative Development Program to improve program 
effectiveness? 

lJSAID/Peru used the 111id~ter1n evaluation or its Alternative Development 
Progra1n (ADP) to identify probletn areas, to recognize successful con1ponents, 
and to modify the program based on problems and successes noted, 

The mid-tern1 evaluation i..vas a comprehensive reviev.· con1missioncd by the .t\DP 
teant and conducted by Pricev.1aterhousel'oopers (1)\v(:) between J\1ay and 
August 2000. The purpose of the evaluation was to review the design, strategy. 
achievements, and in1plc1nentation of the .t\DP for the period 1995-1999 and to 
tnake reco1ntnendations to better align and focus resources to achieve progran1 
objectives. ,i\.fter the evaluation v.·as delivered, the ADP tea1n identified key 
the1nes or areas for in1proven1ent to achieve progran1 goals. /\ct ions v,.·ere 
planned to address these deficiencies. Key themes included weaknesses or 
deficiencies in progra1n design and in coordination \Vith the Narcotics Affairs 
Section (NAS) of the U.S. Ernba.ssy in Peru. 

Structural changes \Vere 1nade in the progra1n consistent v.·ith the findings of 
PwC's evaluation. Prior to the evaluation. the ADP licit econon1ic activities were 
focused on crop SL1bstitution. In response to the rnid-ter1n evaluation, the focus 
v.'as shifted to household inco1ne. As a result, the progra1n pursued activities to 
increase household ineorne fro1n agricullural as \Veil as non~agricultural sources. 

The mid~tern1 evaluation produced a shift or focus in the infrastructure area as 
well. Pi..vC found in the course of its i..vork that infrastructure projects, once built, 
were often poorly 1naintained. A~ a result, strategies to improve maintenance 
•0:cre developed. 

The ADP team focuses on reducing coca cultivation in targeted areas of Peru. As 
n1entioned in the background section, the alternative development piece is one 
part of a three pronged strategy to cli1ninate illicit coca production. The other 
areas, eradication and interdiction, are activities controlled by the governn1ent of 
Peru in partnership with the NAS. Nevertheless, the 111id-term evaluation raised 
the issue that eradication should be limited and used as a last resort. To address 
PwC's reco1nn1endation, USAID and en1bassy officials indicated that 
con1munication has i1nproved coordination between the several parties involved 
vvith coca reduction. Ho\vever, US AID officials indicated that a consensus on the 
proper circun1stances for eradication has not yet been reached. 
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Management 
Comments and 
Onr Evalnation 

USAlD/Peru also used the evaluation to identify areas of the progran1 that Vv'ere 
functiouing -w·ell. The Association of f\1unicipalities in the San Martin Region 
(AMRESAM), a local association of governn1ent institutions, \vas identified as a 
1node[ for itnproving the capability of local govern1nent to ineet citizens' needs. 
The ADP tea1n i1nplen1ented similar activities hoping to repHcate the successes 
noted with AMRESAM. 

Did USAID/Pcru in1plcn1ent a n1onitoring system for its alternative 
development activities in accordance with lJSAID policies? 

lTSAID/Peru itnplemented a 1nonitoring system in accordance with lTSAID 
polici~s to track progran1 outpuls for all active contracts. 

In accordance with ,i\DS 202.~t4, USAID/1-)eru implen1ented a n1011itoring systent 
that included the follo\ving general con1ponents: 

• n1onitoring of the quality and titnclincss of key outputs, and 

• reviev.1 of pt:rforn1ance and financial reports. 

'J'o perfonn nlonitoring. USAJ[)/Petu has i1nple1nented an annual survey and 
ve1ification activity. At the beginning of each year, the ADP team ::ielecte<l a san1ple 
from the projei..:ts reportedly completed by progran1 imple1nenters during the year. 
ADP tean1 nlembers visited the selected projects to verify that they were con1pleted. 
Additionally, a sa1nple of people who received technical assistance was also drawn. 
These people \Vere visited to confinn that technical assistance \Vas delivered. The 
2001 1nonitoring efforts were just beginning to get under\\1ay at the time of the audit. 
However, the process followed in 200 l was to be the sa1ne as in previous years. 

Apart from the annual survey and verification work, USAID/Peru's n1onitoring 
systen1 also included review of financial and perfo11nance reports, regular contact 
\Vith program implementers, and frequent site visits. 

In nccordance with ADS 204.5.4, USAID/Pen1 in1plemented a systen1to1nonitor 
project environ1nental in1pacts. Under the system, current projects received an 
environrncntal impact assessrncnt. rn these assessrnents. potential environn1ental 
in1pacts such as erosion, \Vaste disposaL and water quality degradation that could 
occur at local prl~ject sites \Vere assessed and 1nitigation proposed. 

Mission management expressed agrccn)cnt ~·ith the rcpo11 findings and reiterated 
the effectiveness of the 1nonitoring program. 
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Scope and 
Methodology 

Appendix I 

Scope 

The Regioual Inspector General/San Salvador conducted this audit, in 
accordance \'-"ith generally accepted government auditing standards. to dctcr1ninc 
hoi.v lTSAID/Peru expended Sl21.2 rnillion in alternative developn1ent funds, 
hovv the mission responded to recommendations presented in a 1nid··tenn 
progra1n rcvk:vv, and if USAID/Pcru irnplcn1cntcd a monitoring progran1 in 
accordance \Vith lJSAJI) policies. 

We obtained an understanding of the n1anage1nent controls designed to ensure 
that progra1n results \Vere attained. These controls included tnanage1nent review 
and approval of annual work plans. review of quarterly progress reports. annual 
verification or program outputs. rrequenl site visits, and regular progress 
meetings. 

Vole exa1nined project~to~date financial reports to determine how progran1 funds 
\Vere spent. We deter1nined, based on 1nanagen1ent input, which 
reco111n1endations for the nlid-ternt evaluation were accepted, and \Ve examined 
work plans and quarterly reports to detennine the progress nlade ilnplementing 
accepted reco1nrnendations. We tested all open contracts or grants to detern1ine 
\.Vhether USAID n1onitorcd the agree1nent during the 2001 calendar year as 
required by USAID policy. 

The audit \Vas conducted at LISA ID/Peru from February 19, 2002 through 
March 7, 2002. 

Methodology 

In conducting the audit, we interviewed n1ission n1anagcn1cnt personnel and 
revie ... ved annual work plans, annual reports, and other project documentation. 

We identified four monitoring activities that \\'C judged to be a tninimum level of 
monitoring required by USAID policy, the ADS. To detern1ine the significance 
of our findings, \Ve judged that we would issue a positive opinion if USAID/Peru 
pcrforn1cd the folloV11ing monitoring on all contracts or grants: 

• for contracts, the nlission developed a Contract Monitoring Plan 
!ADS 202.3.4.1 ): 

• for contracts and grants, the 1nission reviewed perforn1ance and 
financial report::. frotn the irnplen1enter::. (ADS 202.3.4. l and 22 CFR 
226.51); 

• for contracts and grants, the mission as::.e::.sed the quality and ti1nelines::. 
of key outputs (ADS 202.3.4 and 22 CFR 226.51 ); and 
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Appendix I 

• for contracts and grants, the n1ission obtained and rcvic\vcd rcpo1is that 
sho\v changes in environmental quality, positive or negative. during the 
i1nplementation of the activity (ADS 204.5.4 and 22 CFR 216). 

Our opinion \vould be negative if less than 85 percent of the contracts or grants 
we reviewed met the minimun1. 'fhe report \VOuld be qualified if more than 85 
percent, but not all the contracts or grants \Ve revie\ved, n1et the n1inimu1n. 
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!Wanagement 
Comments 

J\llr. John Vernon 
RIG auditor 
San Salvador 

Appendix II 

May 13, 2002 

The follo\ving are USAID Mission Co1nn1ents on the drafl JG Audit Report for 
the Alternative Develop1nent Program. 

"The Alte111ative Developn1enl Program (ADP) is a US$l94.5 111illion effort to 
achieve ::iustained coca reduction in Peru. ADP forn1s part of a two-prong ::,trategy 
of interdiction to drive fan11-gate prices of coca leaf d0\\111 and alternative 
development to pertnanently dissuade farmers fro1n the coca econon1y through a 
con1petitive a11·ay of econon1ic benefits, infrastructure and participatory institutions. 
The problems addressed by the Progran1 arc con1plcx, politically sensitive and 
highly visible. T'he Mission v.1orked hard to put appropriate systetus in place to l) 
ensure appropriate progran1n1ing and financing of activities. 2) effectively evaluate 
and correct program vvcaknesses, and 3) establish a reliable program performance 
monitoring systen1, We are pleased that Regional Inspector General Office/San 
Salvador found ADP adequately addressing these three areas''. 

Thanks again for your review on the AD Progran1. 

Sincerely yours 

!v1ichael Maxey 
Chief Developn1ent Alternative Progra1u 
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()jjlce of' Inspector General 

March 13, 2006 

MEMORANDUM 

TO: USAID/South Africa Mission Director, Carleene Dei 

FROM: Regional Inspector General/Pretoria, Jay Rollins is/ 

SUBJECT: Audit of the Effectiveness of USAID/South Africa's Award Closeout and 
Contractor Pertormance Evaluation Programs (Report No. 4-674-06-005-P) 

This memorandum transmits our final report on the subject audit. In finalizing our report, we 
considered your comments on our draft report and have included your response in its entirety as 
Appendix II. 

This report includes five recommendations that USAID/South Africa: 1) complete closeout 
procedures, or document an appropriate exception, for the 56 awards set forth in this report with 
unliquidated balances of $968,368 and deobligate those balances that are no longer needed; 2) 
develop a plan with milestones to identify, prioritize and complete closeouts for all awards that 
are currently past required closeout dates: 3) establish procedures to ensure that contractor 
perlormance evaluations are completed in accordance with USAID policies and procedures; 4) 
develop a plan to complete contractor performance evaluations that are past the required 
evaluation dates: and 5) establish procedures to ensure that past performance information is 
used and documented for source selection criteria as required by USAID policies and 
procedures. In your written comments, you concurred with four of the five recommendations. 

In your response to the draft report, you included evidence that the specified corrective actions, 
including the deobligation of $968,368 in unliquidated balances, have taken place for all five 
recommendations. For the recommendation with which you did not concur, you presented 
additional evidence of compliance with policies and procedures that we used as a basis for 
revising the final report. We therefore consider that final action has been taken for all five 
recommendations. and, consequently, consider all five recommendations closed upon the 
issuance of this report. 

I want to express my sincere appreciation for tile cooperation and courtesy extended to my staff 
during the audit. 

US. Agency lot lnternat1011al Oeveloprnent 
100 Tot1us Street 
Groonkloof X5 
Pretoria 0181, South Africa 
v.v;w usaid,gm: 
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SUMMARY OF RESULTS 
The Regional Inspector General/Pretoria conducted this audit to determine whether 
USAID/South Africa implemented award closeout and contractor performance evaluation 
programs as required by USAID policies and procedures. (See page 2.) 

Although it did have prograrr1s for closing out awards and evaluating contractor 
pertormance, USAID/South Africa did not complete all award closeouts and contractor 
performance evaluations in the time frames required by USAID policies and procedures. 
Specifically, USAID/South Africa did not complete closeouts for 56 awards with 
unliquidated balances totaling $968,368 that were 36 months past their expiration date. 
Similarly, during fiscal years 2002, 2003 and 2004, the Mission did not complete 92 percent 
of required final contractor evaluations and 88 percent of required interim evaluations. 
Additionally, in fiscal years 2002, 2003 and 2004. USAID/South Africa did not document the 
use of past performance information in source selection for 20 percent of direct contracts. 
(See pages 3, 5 and 8.) 

This report contains five recommendations to improve USAID/South Africa's programs 
for award closeouts and contractor performance evaluations. Those recommendations 
are tl1at USAID/South Africa: 1) complete closeout procedures, or document an 
appropriate exception, for the 56 awards set forth in this report with unliquidated 
balances of $968,368 and deobligate those balances that are no longer needed; 2) 
develop a plan with milestones to identify, prioritize and complete closeouts for all 
awards that are currently past required closeout dates; 3) establish procedures to ensure 
that contractor performance evaluations are completed in accordance with USAID 
policies and procedures; 4) develop a plan to complete contractor pertorrnance 
evaluations that are past the required evaluation dates; and 5) establish procedures to 
ensure that past performance information is used for source selection criteria, and 
documented, as required by USAID policies and procedures. (See pages 5, 7 and 9) 

For Recommendation Nos. 1 through 4, USAID/South Africa concurred with the 
recommended action and provided evidence that final action had been taken. The 
Mission closed all 56 awards and deobligated the remaining balance of $968,368; 
developed a plan with milestones for all awards currently past the required closeout 
dates; established procedures to ensure contractor performance evaluations are 
completed as required; and developed a plan to complete outstanding past periormance 
evaluations. We therefore consider these recommendations closed upon the issuance 
of this report. 

For Recommendation No. 5, with which USAID/South Africa did not concur, the Mission 
presented additional evidence of compliance with policies and procedures for two 
instances cited in the draft report, as well as evidence that procedures have been 
established to ensure that past performance information is used and documented for 
source selection criteria. Based on this evidence, we have revised the final report and 
consider that final action has taken place for this recommendation. We therefore 
consider this recommendation closed upon the issuance of this report. 

(See page 10 for our evaluation of management comments.) 
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BACKGROUND 
USAID/South Africa's Office of Acquisition and Assistance (OAA) has contracting 
responsibility for the Mission. The office is staffed with a contracting officer, a senior 
acquisition and assistance specialist and six other specialists and assistants. In addition, 
there are cognizant technical officers (CTO) located in the Mission's various program 
offices that participate in the contracting process. Contracting responsibilities for the 
Mission include awarding contracts, grants and cooperative agreements. as well as closing 
them. OAA also advises CTOs, who monitor awards, when contractor performance 
evaluations must be completed. 

USAID policies and procedures state that missions should have formal control systems 1n 
operation for the closeout of contracts and grants. Whenever an award expires, the control 
system should be initiated to ensure that the Controller, CTO, contractor/grantee, and OAA 
perform their various closeout responsibilities. These responsibilities ensure that the 
disposition of all funds, as well as non-expendable property, is properly authorized and 
documented. 

In addition to the closeout process, USAID policies and procedures state that there is an 
agency~w1de control systen1 for evaluating contractor perlormance, gathering the results of 
those evaluations and using the information as a major evaluation factor in the selection of 
new contractors. Perforr11ance evaluations are required for expiring contracts, as well as 
annually (interim) for active contracts. The completion, processing, and use of performance 
evaluations result from a joint effort between OAA personnel and CTOs. 

For fiscal year 2005, USAID/South Africa reported budget authorizations totaling $5.5 
million for operating expense funds, in addition to $83 million for program funds. 

AUDIT OBJECTIVES 

This audit was conducted at USAID/South Africa as part of the Regional Inspector 
General/Pretoria's annual audit plan. The audit was designed to answer the following 
questions: 

• Did USAID/South Africa implement an award closeout program as required by USAID 
policies and procedures? 

• Did USAID/South Africa implement a contractor performance evaluation program as 
required by USAID policies and procedures? 

Appendix I contains a discussion of the audit's scope and methodology. 
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AUDIT FINDINGS 
Did USAID/South Africa implement an award closeout program 
as required by USAID policies and procedures? 

USAID/South Africa did not implement an award closeout program as required by 
USAID policies and procedures. Althougl1 the Mission had an award closeout program, 
it did not follow USAID policies and procedures with regard to closing out expired 
contracts, grants and cooperative agreements within the required timeframes. 
Consequently, the Mission has accumulated a significant backlog of expired awards that 
have not been closed out. This issue is discussed in detail below. 

Award Closeouts Were 
Not Completed 

Summary: USAID/South Africa did not complete closeouts of awards in the time frames 
required by LJSAID policies and procedures. This occurred because LJSAID/South Africa 
did not devote enough resources to con1plete the closeouts when required. Also, the 
Mission did not have an adequate information system, As a result, USAID/South Africa 
did not have tl1e required assurance that the disposition of remaining fund balances and 
OQO:~Xj)~~cJ~i}leprQp~rty~~cJl}~~nprgp~rlyauthQriz~cj~ndcJQ(O~rn~~ted, 

ADS Chapter 302, USAID Direct Contracting, states that the Federal Acquisition Regulation 
(FAR) is an ADS mandatory reference, while the Guidebook for Managers and Cognizant 
Technicaf Offi(;'ers on Acquisition and Assistance (Guidebook) serves as a supplementary 
reference. FAR Part 4 establishes several different time frames for closing out various 
types of contracts 1, as well as describing numerous steps to be taken in the process. The 
Guidebook states that all USAID n1issions should have formal systems in operation for the 
close out of contracts and grants. As a basis for these systems, the Guidebook cites 
Contract Information Bulletin (GIB) 90-12 as an additional supplement. This GIB states that 
a continuing priority of USAID is the expeditious closeout of acquisition and assistance 
instruments after the goods have been received or services have been delivered. It 
reiterates the necessity for a firm commitment by all procurement officials to effect closeout 
of instruments in a timely and comprehensive manner. In order to accomplish this, it 
contains 13 individual procedures for cost type contracts and 13 individual procedures for 
grants and cooperative agreements. as well as individual procedures for other types of 
instruments. USAID guidance states that the closeout process is vital in ensuring t11at the 
disposition of remaining fund balances and non-expendable property has been properly 
authorized and docurnented. 

1 FAR 4.804-1 provides the following closeout requirements: 1) simplified acquisitions~ 
in1mediately upon completion of delivery and payment, 2) contracts requiring settlement of 
indirect cost rates~within 36 months of evidence of physical completion, 3) f1rm~fixed price 
contracts~within six months of confirmation of contract completion, and 4) all other contracts~ 
within 20 months of evidence of physical completion. These standards do not apply in cases of 
litigation or appeal, outstanding audit or financial issues, or termination. 

3 
29of145 



In order to test whether USAID/South Africa had closed out awards 1n accordance with 
guidance. we began by testing documents in the Mission's accounting system that we 
considered the highest risk, which were documents over 36 months since expiration date. 
We selected 36 months to provide sufficient time for the settlement of indirect rates and the 
completion of financial audits or other final settlement activities as set forth in FAR Part 4. 

As reported by the Controller's Office2
, there were a total of 95 awards with und1sbursed 

balances of $1,099,957 that were 36 months past their reported expiration dates. Of 
these 95 awards, we determined that 36 awards with total undisbursed balances of 
$131.050 were either not subject to closeout procedures or not the responsibility of the 
Office of Acqu1sit1on and Assistance (OAA) 3

. However, 59 of those awards, with an 
undisbursed balance of $968,907, came under the responsibility of OAA. 

From this total of 59 awards, 56 items were still open and, therefore, beyond the 
timeframes specified in USAID policies and procedures. These 56 documents 
constituted an und1sbursed balance of $968,368, accounting for 99.9 percent of the total 
unliquidated balances for awards over 36 rnonths past their reported expiration date 
under OAA's closeout responsibility'. Details of the individual awards are provided in 
Appendix Ill of this report. The other three awards were closed, comprising a balance of 
$539, or .1 percent of the total unliquidated balances, which was in the process of being 
deobligated at the time of our field work. This data is summarized in Table 1 below. 

Table 1: Awards with Unliquidated 
Balances Over 36 Months Past Expiration Dates 

Status of Awards Number of Unliquidated Percentage 
Awards Balances of No. of 

Awards. 

Open 56 $ 968.368 94.9°/o 

Closed 3 $ 539 5. 1°/o 

Total Awards 59 $ 968,907 100°10 

Percentage of 
Unllquldated 

Balances 

99.9°/o 

.1°/o 

100°10 

The awards that remained open over 36 months were the result of a number of factors. 
In addition to USAID/South Africa not having its own contracting officer for over a year, 
there was a lack of available Mission staff devoted to the closeout process. A 
contributory factor was that the Mission did not have an adequate contract management 
inforrnation system to identify awards that rernained open and that were due for 
closeout. These factors ultimately resulted 1n a substantial risk that a significant level of 

2 Source: Mission Accounting and Control Systen1 (MACS), as of August 31, 2005. The MACS is 
an accounting system that does not contain contract closeout information. 
3 These other awards were separately addressed in Memorandum Report No. 4~674~06~001~S. 
4 Fifteen of these awards were in the process of being closed out but had not been completed at 
the time of our fieldwork. 
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funding remained unavailable for better use. Also, there was little assurance that non­
expendable property associated with the awards was disposed of as authorized. 

USAID/South Africa had recognized that a compliance problem existed and 
consequently has identified and partially addressed some of the above causes for the 
noncornpliance. For exarnple, during the past two years, two additional personnel ~1ave 
been added to the staff to work on award closeouts. Additionally, OAA has been 
working in conjunction with the Controller's Office and Data Management Division 
(DMD), and are planning to develop a stand-alone data base for managing the closeout 
process. To strengthen internal controls, OAA has also been improving coordination 
with the Controller's Office, as well as developing a new mission order to further ensure 
compliance with LJSAID policies and procedures. 

For these reasons we are not making any recommendation regarding Mission internal 
controls governing closeouts. However, to eliminate the backlog of unclosed awards that 
has remained beyond required closeout dates, and reduce the risk that funds are not being 
put to better use, we are rnaking the following recornmendations. 

Recommendation No. 1: We recommend that USA ID/South Africa complete 
closeout procedures, or document an appropriate exception, for the 56 awards 
set forth in this report with unliquidated balances of $968,368 and deobfigate 
those balances that are no longer needed. 

Recommendation No. 2: We recommend that USAID!South Africa develop a 
plan with milestones to identify, prioritize and complete closeouts for all awards 
that are currently past the required closeout dates. 

Did USAID/South Africa implement 
evaluation program as required 
procedures? 

a contractor performance 
by USAID policies and 

USAID/South Africa did not implement a contactor performance evaluation program as 
required by USAID policies and procedures. Although the Mission did have a 
performance evaluation program, it did not follow USAID policies and procedures with 
regard to conducting interim and final contractor performance evaluations within required 
timeframes. It, therefore, had accumulated a significant backlog of contracts that have 
not been evaluated. Similarly, the Mission did not document past pertormance 
information in source selection as required. Tllese issues are discussed in detail below. 

Performance Evaluations Were 
Not Completed 

Summary: USAID/South Africa did not complete contractor performance evaluations in 
the time frames required by USAID policies. This occurred because USAID/South Africa 
did not devote enough resources to complete the evaluations when required. Weak 
controls also contributed to the problem. As a result, contractor performance evaluations 
were not available to USAID and other Federal contracting officers for use when evaluating 
contractors for now contracting actions, which could potentially lead to the award of future 
contracts to ooorlv oerformina contractors. 
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ADS Chapter 302.5.9, Evaluation of Contractor Performance, states that contracts5 must 
be evaluated at least annually (for contacts exceeding one year in duration) and upon 
completion of activities. USAID's Past Perforrnance Handbook: contractor Performance 
Report Cards. a mandatory reference in ADS Chapter 302, provides the procedures for 
conducting contractor performance evaluations. Contract Information Bulletin 97~28, an 
appendix in the Past Pertorrnance Handbook, notes that an evaluation should be 
initiated w1th1n 30 days after completion of activities (or in October for active contracts), 
and completed within 90 days (or December for active contracts)'. Each subsequent 
interim evaluation must be performed before 12 months have elapsed since the previous 
interim evaluation. The ADS states that the initial performance evaluation is a 
collaborative effort between the contracting office and the technical office. It states that 
when a contract needs an evaluation, the responsible contracting officer (CO) should 
request that the CTO develop the evaluation si nee the CTO is the party most 
knowledgeable about contractor performance in the areas of quality, cost control, and 
timeliness. 

USAID/Soutt1 Africa did not con1plete all the required interin1 and final perforrnance 
evaluations on all relevant contracts during fiscal years 2002, 2003 and 2004 Reported 
contracting actions that we sampled requiring a final evaluation during this period had a 
total value of $156 million. Of the 36 expired contracts and task orders that we tested 
during this three year period, we determined that 33 contracts, representing 92 percent 
of the total, had not been evaluated. Only 3 contracts had completed evaluations, or 8 
percent of the total. Table 2 compares the number of final evaluations required against 
the number actually completed. 

Fiscal 
Year 

FY 2002 

FY 2003 

FY 2004 

Total 

Table 2: Required Final Evaluations 
Compared to Completed Final Evaluations 

Percentage of 
Required Completed Overdue Overdue 

Evaluations Evaluations Evaluations Evaluations 

f2 2 fO 83°/o 

18 1 17 94°/o 

6 0 6 1 OOo/o 

36 3 33 92°/o 

Similarly, for fiscal years 2002. 2003, and 2004, USAID/South Africa did not complete all 
of the interim evaluations as required. Of the 58 required interim evaluations, we 
determined that 51 interim evaluations, representing 88 percent of the total, had not 
been completed. The Mission had documentation supporting only 7 completed 
evaluations that we sampled, or 12 percent of the total required. Table 3 below details 
the number of interim evaluations compared to the total required. 

5 Contracts requiring evaluations include those 1n excess of $100,000. as well as individual task 
orders in excess of $100,000 under indefinite quantity contracts. 
6 The October and December time periods were published in supplemental policy guidance 
issued by USAID's Office of Acquisition and Assistance in May 2002. 
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Fiscal 
Year 

FY 2002 

FY 2003 

FY 2004 

Total 

Table 3: Required Interim Evaluations 
Compared to Completed Interim Evaluations 

Percentage of 
Required Completed Overdue Overdue 

Evaluations Evaluations Evaluations Evaluations 

13 2 11 85°/o 

25 3 22 88°/o 

20 2 18 90()/o 

58 7 51 88°/o 

The major factor that contributed to the low compliance with performance evaluation 
requirements was the lack of adequate resources devoted to the process. USAID/South 
Africa, however, had observed that evaluations were not being completed as required, 
and as a result has hired two additional personnel during the last two years. This 
increase in staff should assist the Mission in improving future compliance. A contributing 
factor was the lack of an adequate information system for managing evaluations. We 
also noted that there were weak controls for maintaining coordination between OAA staff 
and CTOs. 

By not completing the majority of required performance evaluations, contracting officers 
at USAID and other Federal agencies did not have the evaluations to use in their source 
selection procedures when evaluating potential contractors. This raised the risk that the 
goals of FAR Subpart 42 will not be achieved. These goals, designed to prevent poorly 
performing contractors from being selected, include contractor conformance to contract 
requirements and standards of good workmanship, control of costs. adherence to 
contract schedules, and comn1itment to customer satisfaction, as well as concern for the 
interest of the customer. 

In order to improve timeliness and compliance with USAID performance evaluation 
policies and procedures, we are making the following recommendations. 

Recommendation No. 3: We recommend that USAID/South Africa establish 
procedures to ensure that contractor performance evaluations are completed in 
accordance with USAID policies and procedures. 

Recommendation No. 4: We recommend that USAID/South Africa develop a 
plan with milestones to complete contractor performance evaluations that are 
past the required evaluation dates. 
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Past Performance Information was Not Always 
Documented in Source Selection Process 

Summary: USAID/South Africa did not document past performance information 1n the 
source selection process for two of its new direct contracts as required by lJSAID 
policies. This occurred because USAID/South Africa did not have adequate controls for 
maintaining coordination between the Office of Acquisition and Assistance and the 
program offices to ensure that the required performance information was retained. As a 
result, contractor past pertorn1ance information was not documented for source selection 
for all new contracting actions, which could potentially lead to the award of contracts to 

.. f?.22f.!Y..P.~.~2f.~.l!J9 .. ~.9.~.~f.9.S'.~.9.f.~: .... 

The Federal Acquisition Streamlining Act of 1994 (FASA) states that Congress 
concluded that the use of past periormance information is one of the relevant factors that 
a contracting official should consider in awarding a contract. FAR Subpart 42.15 
continues by stating that past performance information is relevant information for future 
source selection purposes. 

To implement these regulations, ADS 302.5.10, Past Performance Information in Source 
Selection, states that the contracting officer should use past performance information 
(PPI) for two different purposes when selecting an offeror to whom to award the contract. 
The offerer must have a satisfactory performance record in order for the contracting 
officer to make a positive determination that the offerer is responsible and therefore 
eligible to receive the award. In addition, the source selection authority (usually the 
contracting officer), supported by the evaluation team, must normally evaluate the 
offerer's past performance to make a comparative assessment of the offerer's past 
perforn1ance as an indicator of how well t~1e offeror is likely to perforn1 the contract. It 
further states that documented PPI obtained in accordance with this section is retained 
in the contract tiles as part of the source selection documentation. 

Although USAID/South Africa did use PPI in the source selection process for the new 
direct contracts examined, it did not document the use of PPI in all required instances. 
We determined that the Mission did not retain PPI documentation as required for two of 
10 contracts for which PPI was used. Table 4 below provides detail on the number of 
contracts awarded using PPI, and those not documented. 

Fiscal 
Year 

2002 
2003 
2004 
Total 

Direct 

Table 4: Past Performance 
Information (PPI) Used In Source Selection 

PPI PPI PPI Not Percentage 
Awards Used Not Documented PPI Not 

Used Used 
4 4 0 2 0°/o 
5 5 0 0 0°/o 
1 1 0 0 QO/o 

10 10 0 2 QO/o 

Percentage 
PPI Not 

Documented 
50°/o 
QO/o 

QO/o 

20°/o 

One factor that contributed to the problems with documenting past pertormance 
information requirements was the lack of adequate resources devoted to the process. 
As with performance evaluations, USAID/South Africa had observed that PPI was not 
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being documented as required, and, as a result, has hired two additional personnel 
during the last two years. This increase in staff should assist the Mission in improving 
future compliance. A contributing factor, however, was the lack of local procedures to 
document PPI in source selection, and coordinate information flows between OAA and 
the respective CTOs, 

Without documentation of PPI in source selection, the risk is increased that the goals of 
FAR Subpart 42 will not be achieved in future awards. These goals include contractor 
conformance to contract requirements and standards of good workmanship, control of 
costs, adherence to contract schedules, and commitment to customer satisfaction, as 
well as concern for the interest of the customer. 

In order to in1prove compliance with USAID policies and procedures, as well as reduce 
the risk of not achieving the goals of Federal regulation, we are making the following 
recommendation. 

Recornrnendation No. 5: We recornmend that USAJD1Soulh Africa establish 
procedures to ensure that past performance information is used for source 
selection criteria, and documented, as required by USAID policies and 
procedures. 
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EVALUATION OF 
MANAGEMENT COMMENTS 

In its response to our draft report, USAID/South Africa concurred wit11 four of our five 
recommendations. The Mission described the actions taken and those planned to be 
taken to address our concerns. Tl1e Mission's comments and our evaluation of those 
comments are summarized below. 

In response to Recommendation Nos. 1 through 4, USAID/South Africa concurred with 
the recommendations and provided evidence that it had completed the recommended 
actions. For Recommendation No. 1, the M1ss1on closed out all 50 awards and 
deobligated $968,368 of related unl1quidated balances; for Recommendation No. 2, the 
Mission developed a plan with milestones to identify, prioritize, and complete closeouts 
for all awards that are currently past the required closeout dates; for Recommendation 
No. 3, the Mission issued a standard operating procedure to ensure that contractor 
performance evaluations are completed in accordance with USAID policies and 
procedures; and for Recommendation No. 4 the Mission developed a plan with 
milestones to complete contractor performance evaluations that are past the required 
evaluation dates. The Mission concluded that it would not be practical to complete all 
the reported delinquent evaluations due to the fact that some are in excess of five years 
old and some involve multiple interim evaluations. The Mission, instead, proposed to 
complete one final evaluation for all expired awards, and one interim evaluation 
encompassing all outstanding periods for active awards, which we consider consistent 
with the intent of the recommendation. Consequently, we consider final action to have 
been taken on Recommendation Nos. 1 through 4, and, therefore, consider them closed 
upon the issuance of tt1is report. 

In response to Recommendation No. 5, USAID/South Africa did not concur with the 
recommendation. The Mission stated that it had evidence that past performance 
information was used and documented in two awards that were identified in the draft 
report as not having the information used or documented during source selection. The 
Mission provided evidence to us that adequately supported their position regarding the 
two awards. We therefore have revised the final report to reflect this additional 
evidence. The Mission also provided evidence that a standard operating procedure has 
been issued to ensure that past perforrnance information is used for source selection 
criteria, and documented, as required by USAID policies and procedures. 
Consequently, we consider final action to have been taken on Recommendation No.5, 
and, therefore, consider this recommendation closed upon the issuance of this report. 
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APPENDIX I 

SCOPE AND METHODOLOGY 
Scope 

The Regional Inspector General/Pretoria conducted this audit in accordance with 
generally accepted government auditing standards. The fieldwork was conducted at 
USAID/South Africa from October 3 t. 2005 to January 12, 2006. For the review of the 
closeout program, we examined all contract, grant and cooperative agreement awards 
with remaining balances that were at least 36 months past reported expiration dates. 
These totaled 95 awards with remaining balances of $1,099,957. Of these 95 awards, 
we determined that 36 awards with total undisbursed balances of $131,050 were either 
not subject to closeout procedures or not the responsibility of the Office of Acquisition 
and Assistance (OAA). Therefore. the audit focused on the 59 remaining awards with 
total undisbursed balances of $968,907. For the examination of the contractor 
performance evaluation program, we examined a judgrnental sample of contracts in 
fiscal years 2002. 2003 and 2004 that required either a final or an interim evaluation 
(contract actions over $t00,000). For the examination of the use of past pertormance 
information, we examined all of the new direct contracts during fiscal years 2002, 2003 
and 2004. 

We examined the significant internal controls associated with identifying, prioritizing, and 
closing out of contracts, grants and cooperative agreements in a timely manner, as well 
as completing performance evaluation of contractors. This examination included a 
deterrnination of whether closeouts and performance evaluations were actually 
completed and whether they were completed within the required time frames. The types 
of evidence included 1) interviews with personnel in the Office of Acquisition and 
Assistance. as well as CTOs in the program offices; 2) a review of the contract and grant 
data base and related controls; 3) a review of contract files and associated documents; 
and 4) a review of the use of the National Institutes of Health Contractor Performance 
Review System. 

In conducting our fieldwork, we tested the validity of computer·generatod data against 
original source documents and found it reliable for the purposes of answering the audit 
objectives. Additionally, we found no significant prior audit affecting the areas examined. 

Methodology 

To accomplish our audit objectives, we interviewed cognizant officials, reviewed applicable 
USAID and Federal policies and procedures, and assessed significant management 
controls and risk exposure relating to the managen1ent of award closeouts and contractor 
performance evaluations. Management controls included identifying and recording the 
completion of required closeouts and performance evaluations. For relevant awards that 
required either a closeout or a performance evaluation, we performed a time analysis to 
determine whether the required procedure was completed within the required time frame. 

We set the materiality threshold of five percent to determine whether exceptions were 
significant and therefore reportable. 
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Due to the various timeframes for closing different types of contracts, as well as the 
differences between the relevant criteria pertaining to contracts, grants, and cooperative 
agreements. we were unable to determine the actual population of awards that were 
eligible for closeout. We, therefore, selected awards for our sample that we considered 
high risk-those awards over 36 rnonths since reported expiration with rernaining obligation 
balances-to answer the audit objective related to closeouts. 

For the objective relating to contractor evaluations, we judgmentally sampled 36 of 44 
expired contract actions (or 82 percent) during fiscal years 2002, 2003. and 2004 that 
required a final evaluation, Concerning interim evaluations, we sampled 18 active contracts 
out of a population of 18 active contracts that required one or more interim evaluations 
during fiscal years 2002, 2003 and 2004. For the objective relating to past pertormance 
infonnation, we sampled all new direct contracts awarded during fiscal years 2002, 2003, 
and 2004. 

The results relating to closeouts can not be projected to the entire population of contracts, 
grants and cooperative agreements. Likewise, the results pertaining to the completion of 
evaluations cannot be projected to the entire population. However, the results concerning 
the use of past performance information represent the actual results for the entire 
population of new direct contracts for the period examined. 
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APPENDIX II 

MANAGEMENT COMMENTS 

DATE 

TO 

FROM 

SUBJECT 

February 28, 2006 

UNITED STATES GOVERNMENT 
ACTION M E M 0 R A N D U M 

Jay Rollins, Regional Inspector General/Pretoria 

Carlene Dei, Mission Director /s/ 

Management comments - Audit of USA ID/South Africa's 
Award Closeout and Contractor Performance Evaluation 
Programs (Report# 4- 674-06-00X-P). 

The Mission has reviewed the subject draft audit report. We agree with four of 
the five audit recommendations, and appreciate RIG's acknowledgement of Hie 
serious prior and ongoing efforts by the mission to address the timely closeout of 
expired awards as well as the completion of required CPRs. Prior to the 
commencement of this audit, we recognized the unsatisfactory state of award 
closeouts and contractor performance reviews (CPRs) in the mission, and began 
to take steps toward corrective action and future regulatory compliance. Two full­
time personnel have been designated to perform the closeout function for the 
mission, and additional short-term support has been employed to assist with 
research, data entry, and file disposition. Mission orders on the closeout and the 
CPR processes, to include time frames and assignment of responsibilities, are 
currently under revision by OAA personnel. (Attachment I, II) Additionally, OAA 
personnel attended a special closeout training session conducted by Steve 
Tashjian, Lead Contract Specialist, M/OAAICAS on February 28, 2006, and 
ettective from June 30, 2006, subsequent closeout training, including pre-and 
post-award guidance, will be provided by OAA closeout specialists on an ongoing 
basis to awardees and mission technical offices. Lastly, the mission will continue 
to support the concurrent efforts of the technical and financial management 
offices to identify and de-obligate or de-commit excessive residual balances. 

The following is our response to each of the recommendations made. and a 
summary of the actions planned to resolve them. 
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Recommendation #1: We recommend that USAID/South Africa complete 
closeout procedures, or document an appropriate exception, for the 56 
awards set forth In this report with unllquldated balances of $968,368, and 
deobligate those balances that are no longer needed. 

The mission concurs with this recommendation and has taken the appropriate 
steps to complete the closeout of these awards and to deobligate excessive 
residual balances. 

• Four of the 56 avvards cited are docutnented as closed. Attached are the 
corresponding co1npletion state1nents, shelf lists, and/or other OAA official 
closeout docun1cntation, (,4ttachment lll~Vl) 

• The ren1aining 52 of the 56 a\vards cited have been adn1inistratively closed as 
evidenced by the attached action men1orandun1 to the l\'lission Director dated 
February 27, 2006. The subject a\vard~ are shovvn in italics, (At1achment i1IJ) 

• The total an1ount of unliquidated balances cited, $968.368, identified as either 
excessive or residual. has been de~obligated or de~conu11it1ed by the Financial 
Managen1ent Office (FMO) and is no\v available for reco1nrnit1nent for other 
activities. Attached is a Financial Status Report which reflects the resulting nil 
balances. (Artachntenr V/11) 

In light of the/act that all of the 56 awards cited have been closed and the related 
balance.<> de-obligated or de~com1nitted, we request that this recom1nendatio11 be clo:'ied 
upon issuance o,.f" the final report. 

Recommendation #2: We recommend that USAID/South Africa develop a 
plan with milestones to identify, prioritize, and complete closeouts for all 
awards that are currently past the required closeout dates. 

The l\itission concurs with this recon11nendation. The Office of Acquisition and 
Assistance (QAA) has developed a plan to identify, prioritiLe, and complete closeouts tor 
docurnent appropriate exceptions) for all t:l\vards that are currently past the required 
closeout dates. 

• 

• 

By June 30, 2006, OAA closeout personnel in collaboration with FT\10 and the 
Data Managen1ent Division (DMD) will design, populate, and implement a 
closeout database to facilitate the collection. analysis, and tracking of expired 
awards and related closeout activity. OAA personnel will use this database to 
con1pile an up~to-date list, categorized by award type and end dah\ of all expired 
a~·ards required to he closed by LlS,i\ID/South Africa. 

By Septe1nbt:r 30, 2006, OAA pt:rsonnel will identify and con1plete closeout of all 
expired purchase orders and personal services contracts that are past the 
required closeout date. 
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• By Dece1nber 31, 2006, OAA \vill identify and co1nplete the closeout of all 
grants and cooperative agrcen1ents that are past the required closeout date. 

• By f\1arch 31, 2007, OAA \Viii identify and co1nplete the closeout of all ro11tracts 
and IQC task orders that are past the required clo::.eout date. 

• By June 30, 2007, OA1\ personnel v.1ill finalize the closeout process, or docun1cnt 
appropriate exceptions, for all awards that are currently past the required dates (as 
of Decen1ber 31, 2005). This will include: 

o Verification of the dc·obligation or dc~co1nn1itmcnt of all residual 
excessive balances; 

o Archiving or other disposition or retired riles in accordance with agency 
regulations; and 

o Reconciliation of the closeout database. 

The summary above constitutes the Mission's plan for corrective action 
complete with milestones. We, therefore request that this recommendation 
be closed upon issuance of the final report. 

Recommendation #3: We recommend that USAID/South Africa establish 
procedures to ensure that contractor performance evaluations are 
completed in accordance with USAID policies and procedures. 

The Mission concurs with this recommendation. Steps have been taken to 
ensure that contractor performance evaluations are completed in accordance 
with USAID policies and procedures. 

• Procedures, time frames. and assignment of responsibilities have been established 
per the attacht:<l operating proet:<lure (Atrachn1ent IX) to ensure that contractor 
perforn1ance evaluations are co1npleted on a ti1nely basis. 

Based upon the above plan, we request that this recommendation be 
closed upon issuance of the final report. 

Recommendation #4: We recommend that USAID/South Africa develop a 
plan with milestones to complete contractor performance evaluations that 
are past the required evaluation dates. 

The Mission concurs with this recommendation. Following is the status of the 
CPRs past the required evaluation dates. 

• The 010 Audit Report cited 84 CPRs-33 final and 51 interirn, pertaining to 54 
contractors, that V.'crc past the required evaluation dates. llpon analyzing the 
contracts and task orders tested in the subject audit sa1npling, ()AA personnel 
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have concluded that it \voul<l not be practical or cost effective to the lJS 
Governn1ent to co1nplete all of the outstanding reports for the follo\ving reasons: 

o In so1ne cases, 1nore than five years have elapsed since the expiration of 
these awards, and the personnel 1a1niliar with the contractors' perforn1ance 
are no longer available to the 1nission. 

o In sonic cases, multiple interim evaluations arc outstanding for the san1c 
l'.ontractor that l'.ould be l'.01nbined into one interin1 evaluation or fiual 
evaluation in instances 1,vhere- the a\vard is no longer active. 

• In light of the above, ()AA has concluded that it would be feasible for the mission 
to ensure the co1npletion and subtnission of 60 contractor perforn1ance revieVv·s 
for the 54 contractors cited (17 interi1n evaluations and 43 final evaluations) in 
order to rectify those currently in delinquent status, preserve the integrity of the 
CPR systen1, and pro1notc the effective and cft1cicnt use of lfSG resources. A list 
of outstanding evaluations to be co1npleted is attached. (Artach1nent XJ 

o In instances \Vhere n1ultiple interitn evaluations are. outstanding for the 
san1c avvard and the aVv·ard is still active, the Cognizant l'echnical Officer 
(CTO) will complete one interim evaluation which encompasses all 
oulstan<ling (unevaluated) periods or p~rforn1ance. 

o In all instances where an award has expired, the CTO will con1plete one 
final evaluation V•lhich cnco1npasscs all outstanding (unevaluated) periods 
of perfor1nance up to and including the end date. 

A plan with milestones to complete contractor performance evaluations is 
summarized below: 

• 

• 

• 

• 

By March 3 l, 2006, OAA will design, populate, and implement a CPR 
database of all current awards and relevant details necessary to facilitate the 
tracking and con1pletion of contractor perfor111<1nce revieVv'S required to be 
co1npleted. The Contracting Officer will ensure the entry of all a\vards due for 
perfor1nance evaluations into the CPR systen) 

By April 30, 2006, and no less than quarterly thereafter, the contracting officer or 
the contracting officer's designee will produce CPS management reports which 
reflect the status of required CPRs. Notices of delinquent evaluation11 will be 
provided to appropriate technical officers and copied to the, n1ission director. 

Annually, during the November Program Implementation Reviews (PIR~), 
technical offices will be required to report on the status or CI)Rs that are the 
responsibility of their respective otlices. 

By March 31, 2006, OAA per~onnel will coordinate an<l oversee the co1npletion 
of all CPRs that are cun·ently past the required evail1ation dates (as of December 
3 l, 2005), 
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The summary above constitutes the Mission's plan with milestones to 
complete past due performance evaluations. The Mission requests that 
this recommendation be closed upon issuance of the final report. 

Recommendation #5: We recommend that USAID/South Africa establish 
procedures to ensure that past performance information is used for source 
selection criteria, and documented, as required by USAID policies and 
procedures. 

The Mission does not concur with this recommendation for the following reason. 
In 1 O out of 1 O contracts reviewed, there was evidence that past performance 
information (PPI) was used in source selection, and in eight out of 1 O cases, 
documentation was retained in the contract file. We feel that this is evidence that 
procedures are currently in place to facilitate the use of PPI in source selection, 
and are being followed the overwhelming majority of the time. Nevertheless, 
procedures will be reissued per the attached standard operating procedure 
(Attachment XI) to further ensure that past performance information is used in 
source selection criteria, and documented. as required by USAID polices and 
procedures. 

Based upon the above comments and findings, the Mission requests that 
this recommendation be closed upon Issuance of the final report. 

Drafted by: S. Reed-Allen, OAA/Sr. Closeout Specialist 

Clearance: Charles Signer, OAA/Acting Contracting 
Officer 

Brian Conklin, OFM/Acting Controller 

Denise Rollins, DIR/Deputy Mission Director 
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APPENDIX Ill 
USAID/South Africa Open Awards Expired Over 36 Months with Undisbursed Balances 

(as of August 31, 2005) 

No. of 
Commitment Doc No. 

Earmark 
End Date 

Undlsbursed 
Awards Control No. Amount 

1 67 4·0302-A·00-6055-04 C890007 09/30/89 $12,929.07 

2 67 4-0309-A-00·0039-00 8900191 12/31 /99 2,785.85 

3 674·051 O·G·SS-8029·00 8880078 12/31/89 36.701.24 

4 AAI -67 4-P-00-99-00031 C990034 05/14/99 4,081.00 

5 CA·6l 4·0312·A·98·00045 C960604 03/30/02 9,634.00 

6(a) C0-674-0315-C-00-5143 C980227 08/31/00 35,956.00 

6(b) C0-674-0315-C·00-5143 C970018 08131/00 21,011.96 

7 C0-674-0318-C-00-5155 8950400 07/31/96 13,638.72 

8 C0-674-0318-G-Cl-5037 C980004 03131/01 0.34 

9 CO·DPE-5832-Z-00-9032 C940261 09/28/94 1,324.79 

1 O(a) CO OPE 58360 021043 C940426 09/29/96 14,420.86 

1 O(b) CO·DPE-5836·0·02·1043 C940427 09/29/96 8,276.21 

11 CON-HNE-OOOO·l-04-2100 8950014 06/24195 4,898.17 

12 GA-67 4·0230·G·SS·9039 C920073 06/01 /96 8,000.00 

13 GA-674-0301 ·G-SS-4017 C940014 
11/30/94 10,860,58 

14 GA-674-0301-G-SS-4156 C960047 
04/30/97 11.00 

15 GA·674·0302·G·SS·3108 C930133 08/31 /95 0.01 

16 GA-674-0302-G-SS-3114 C930137 08/31/96 51,820.37 

17 GA-67 4·0302·G·SS·4024 C950090 09/24/96 18,427.98 

18 GA-674·0302-G-SS-41 oo C950213 09/30/96 22,530.94 
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19 GA-67 4-0309-G-SS-2057 C920105 09130/95 5,543. 17 

20 GA-674-0309-G-SS-3118 C930155 03/31/96 17,413.03 

21 GA-674-0309-G·SS-3132 C940333 10/31/97 16.94 

22 GA-67 4-0309-G-SS-5025 C950178 08/31/98 49.999.99 

23(a) GA-67 4·0314-G-SS-3090 C970130 02/28/99 4,522.98 

23(b) GA-67 4-0314-G-SS-3090 C930132 02/28/99 1,568.77 

24 GA-674-0314-G-SS-4109 C940291 11/30/97 17,617.49 

25 GA-674-051O-G-SS-2106 8920394 12/31/93 65,813.96 

26 GA-67 4-A·00-98-00054 C950514 11/30199 2.451.14 

27 GA·674·G·00·01 ·00061 8100186 09130/01 186.30 

28 GR-611-004-G-80-00001 C000325 08131/02 108,360.00 

29 IQC-674·1·00·00·00005 C980437 07/26/02 13.323.45 

30 IQC ·AEP-54 70-1-00-5034 8950426 12131/96 30,799.16 

31 IQC·PCE-1·00·98·00016 C990171 10/31/01 41,041.09 

32 IQC-PCE-1-00-98-00017 C990153 I Oil 2/99 4,437.98 

33 IQC-PCE-00-00-00009 C990107 06/20/00 40,654.98 

34 IQC-PDC-5832·1·00·0082 C930228 12/01/93 3,911.26 

35 LAG-A-00-99-00 020 · 00 8990142 09106/01 15.815.45 

36 LAG· 1-00-99 · 00 008-00 C990124 06/30101 13,881.47 

37 OUT-PCE-0-810·93-00031 C970078 01/30198 19.856.78 

38 P0-67 4·0318-0-99-00032 C990036 09/30102 54.83 
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39 P0-67 4-0323-0-99-00039 C970313 06130/99 66.39 

40 P0-674-0-00-01-00009 C000203 02/15/01 4,357.66 

41 (a) PSC-67 4·0318-S·00·0026 C990058 05/30/00 608.24 

41 (b) PSC-67 4-0318-8-00-0026 C980030 05/30/01 1.03 

42(a) P0-67 4-0-00-02-00001 C960155 09/30/02 295.00 

42(b) P0-67 4-0-00-02-00001 C100152 09/30/02 14.88 

43 GA-67 4-0301-G-SS-2065 C920076 06/30/94 22,573.23 

44 67 4-G-00-00-00072-00 C000162 10/15/01 17,274.37 

45 GA-674-0301-G-SS-1010 C930065 1 0/30195 1,097.96 

46 C0-67 4-0303-C-00-6088 C000034 05/31/02 39.797.40 

47 GA-67 4-0302-G-SS-4090 C950122 06/30/96 9.71 0.49 

48 GA-674·0303-G-SS-4110 C960161 03130/98 17.117.83 

49 CA-674-0315-A-00-7035 C960292 07/06/01 4,790.32 

50 PSC-674·8-00-00-00011 C000067 05/01/02 2.391.25 

51(a) C0-674-0318-C-00-6091 C980151 09/30/01 42.498.00 

51 (b) C0-674-0318-C-00-6091 C100096 09/30/01 19,005.91 

51 (c) C0-674-0318-C-00-6091 C990106 01/31/00 3,463.00 

51 (d) C0-674-0318-C-00-6091 C990091 09/30/01 131.02 

51 (e) C0-674-0318-C-00-6091 0970347 02107100 0.90 

51 (f) C0-674·0318-C-00-6091 0980173 12/31/98 0.76 

52 GA-674-0301-G-SS-3016 C950255 05/31197 2,248.22 
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53 GA-67 4-0303-G-SS-5027 C950206 06/30/96 18.717.25 

54 GA-67 4·0305·G·SS-2095 8920370 02128195 7,728.10 

55 IAA-674-0321 ·P·00-7019 C000172 09/30100 19.449.00 

56 C0-6 7 4-0303·0·00·6093 0970131 12/31/99 450.00 

Total $968,367.52 

Source: USAID/South Africa's Mission Accounting and Control System 

21 
47of145 



U.S. Agency for International Development 
Office of Inspector General 
1300 Pennsylvania Ave, NW 

Washington, DC 20523 
Tel: (202) 712-1150 
Fax: (202) 216-3047 
www.usaid.gov/oig 

48of145 



USA ID 

Audit ofUSAID-Financed Basic Education 
Progra1n in Benin 

7-680-02-005-P 

September 13, 2002 

,,,~rf!. ; 
~ ~ ~~ .h 

" ! /// I \ 
/ill I \ \ /I I 

v..J(\~~ 
D ·'·· ·'" I I I I ' \I lili "'"- ~ \ ',"\.;~, 

' -~ 

~~ ~~ 
\ \," V\ 

J ~ } I I \ I \ 

I I I I I \ I J I \ \ \ ......-~ 
' I 

F; \ \ I I I If I \ \ 
'/ I I I I ' \ r 'I I ' \ ,, 
, 

-.;,~ ' ' , 
' I/ 

~ 
. ._ ' ~ -

RIG/Dakar 

49of145 



OFFICE OF [:--/SPECTOR GE:--!ERAL 

RIG/D~1kar 

September 13, 2002 

MEMORANDUM 

FOR: Harry Lightfoot, USAID/Benin Director 

FROM: Lee Jewell III, RIG/Dakar /s/ 

SUBJJ<:CT: Audit of US1\ID-Financed Basic Education Progra1n in Benin 
(Report No, 7·680·02·005·P) 

This report presents the results of our Audit of LJSAID~Financed Basic Education 
Program in Benin. In finalizing this report, we considered n1anagen1ent' ~ 
con1ments on our draft report and included them in Appendix II of the final 
report. 

The re.,pori contains six recon1n1endations. Based on appropriate al:tion taken by 
the Mission, 1nanagernent decisions have been reached, and all reco1nn1endations 
are considered closed upon issuance of this report. No further action is required of 
the Mission. 

I appreciate the cooperation and courtesies extended to n1y staff during the audit. 
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Summary of 
Results 

In l 991, the Benin education syste111 was in total collapse characterized by low 
cnrolln1cnt ratc-s, lack of qualified teachers, lack of nppropriatc teaching n1atcrinls 
and other problen1s. In conjunction with the Ministry of Education, grantees, and 
contractors, USAID/Benin developed the Basic Education Progran1 (BEP) as its 
strategic objective no. 1, to address this problen). To n1easure progress, 
lJSAID/Bcnin has established four intcnncdiatc results, na1ncly I) improved 
pedagogical syste1n, 2) increased girls' enrolln1ent in targeted areas, 3) in1proved 
environ1nent for stakeholders, and 4) improved managen1ent of the education 
system. (See page 4.) 

crhe objectives of the audit were to detennine l _l whether the BEP was meeting its 
intended objectives and 2) if selected recipients vvere cornplying with the tern1s of 
their agreen1ents. Two recipients were judgn1entally selected based on the dollar 
n1agnitudc of their contracts, the overall impact on the BEP, and the timc~fran1c of 
progran1 maturity and future relevance. (See pages 13 through 15.J 

In ansvver to audit objective nun1ber one, for the two activities and associated 
recipients that were selected for review, the BEP \Vas 1naking substantial progress 
to\var<ls 111eeting its intended objectives. (See page 5.) 

However, \Vith regard to the second audit objective, two instances of non~ 
con1pliancc-with in1ple1ncnting p::uiners were found. In the case of the Primary 
Education Non-governn1ental Organization Project, the recipient, World Education, 
did not report achieved output data in a nlanner consistent with the deiicription of the 
proposed outputs per the grant agreen1ent. We recomn1ended that USAID/Benin 
develop an agrccd~upon for1nat and set up procedures to ensure consistent reporting 
of the recipient's quarterly performance reports. In another case, the Children's 
Leat11ing Equity Foundation 11, the recipient, The Mitchell Group (TMG), did not 
prepare and subn1it its quarterly perfom1ance reports Jn a tin1ely 111anner. We 
rccon1mcndcd that USA JD/Benin develop a plan of action that notifies both the 
recipients and the Mission Director \vhen instances of non-compliance occur. \Ve 
also reco1nrnended that such plan of action results in the Mission Director requesting 
that the recipient take i1n1nediate corrective action. Conversely, although not a part 
of our second objective but nevertheless a co1npliance issue, \Ve found that 
LI SAID/Benin did not submit Contractor Perfonnance Evaluation Reports to TMCi 
on an interirn basis as required. We reco1nn1ended that lJSAID/Benin develop an 
internal control procedure to ensure that it subntits the required perfom1ance 
evnluation reports to thl~ contractor in a ti1ncly mnnncr. (Sl~e pages 5 through 10.) 

Not directly related to the audit objectives. but nevertheless indicative of a weakness 
in internal control, the audit revealed that inforn1al con11nitn1ents totaling S334,000 
were rnade by the Mission. \l./e rcconuncndcd that USAJD/Bcnin establish 
procedure" to use the USt\ID standard n1iscellaneous obligation form and train 
!viission e1nployees on infom1al co1nn1itments. (See pages 10 & 11.) 
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Background According to lJSAID reports. in 199 l, the Benin education system was in total 
collapse, charactcri7.cd by lo\v c-nrollrncnt rates, especially of girls, lark of 
qualified teachers. lack of a sound initial and in~service teacher training syste1n, 

lack of appropriate teaching and learning materials and school infrastructure. In 
conjunction v.1ith the Ministry of Education, grantees, and contractors, 
lJSAID/Bcnin developed the Basic Education Progratn (BEP) as its strategic 
objective no. I, to address this problen1. This strategic objective \Vas entitled 
"~,1ore Children Receive, on an EquitLlble Basis, a Basic Education That PrepLlres 
Thein for Productive Roles in Society." To n1easure progress, USAID/Benin has 
established four intermediate results, na1ncly, 1) in1proved pedagogical systc1n, 2) 
increased girls' enrolhnent in targeted areas. 3) in1proved environtnent for 
stakeholders, and 4) improved 1nanagement of the education syste1n (in the 
context of decentralization). 

In its March 2000 annual report, USAID/Benin reported that its basic education 
progra1n was meeting expectations with significant irnprovement in access and 
quality of educational tnaterials and instruction, It reported seeing itnportant 
trends in in1provcd quality of teaching, the quality and availability of improved 
textbooks and \vorkbooks. and the active participation of pupils in the classroo1n. 
For example, the overall reported pri1nary school gross enrolln1ent rate \Vas 
increased fron1 56 percent in 199 l to 81 percent in 2000. However, while girls' 
enrollment rates had increased, the gap bct\vcen girls and boys continued to 
renudn high. In 2000, the ratio of girls to boys in prin1ary schools nationv,1lde was 
approxin1ately 0.7 to l. While the Ministry of Education is aware of these gaps, it 
has been slow to develop an effective response be~~ause it has been a highly 
centralized organi7.ation. Fu1thcr1n0rc. lack of school infrastructures and 
inadequate nun1ber of properly trained pri1nary schoolteachers are constraints 
faced by the :r-.1inistry. The Mii>sion also cited lack of coordination a1nong donors 
and ]o\v absorptive capacity of funds as future challenges. 

The audit covered two n1ajor BEP projects. The first was The Mitchell Group's 
"Children's Leatning Equity Foundation II'' (CLEF II) progran1. This program 
received an initial av.1ard of S8, 199,051 on June 16, 1998. The contract expired 
on July 31, 2001 \Vith a total contract an1ount of $11, 169,442. The objective of 
the CLEF II project 1,.vas to support the four intermediate results mentioned above. 

The second project "IN'US World Education's Primary Education Non-govern1nental 
()rganizations Project Phase II. Thl~ grnnt agrcen1cnt required World Education to 
set up and train parent~teacher associations to develop grass roots involven1ent by 
parents in prin1ary education. The grant for this project covered a five-year 
perforn1ance period beginning June 30, 1998 and ending June 29, 2003 "IN"ith total 
life of project funding totaling S 10,097, 190. USAID appropriated funding v,:as 
$5.7 1nillion for each year for fiscal year 2000 and for fiscal year 200 I. 

4 
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Audit Objectives 

Audit Findings 

As part of its F'iscal Year 2002 Audit Plan, the Regional Inspector General, Dakar 
(RIG/Dakar) designed this audit to answer the following objectives: 

1) Is USAID/Benin's Basic Education Progran11neeting its inte11ded 
olJjectivcs't 

2} 1\re selected recipients in the program complying \Vith the terms of their 
agreen1ents? 

Appendix T contains a co1nplete discussion of the scope and 1nethodology of the 
audit. 

Is lTSAIDII>enin's l~asic Education Progratn meeting its intended objectives? 

For the two activltles and associated recipients selected for revie\V, it was 
determined that USAID/Benin's Basic Education Progra1n (BEP) is inaking 
substantial progress in 111eeting its intended objectives. 

For exa1nple, concerning the Childreu's Learning Equity Foundation II (CLEF II) 
project, the Mitchell Group (TMG) had tnany acco1nplish1nents such as the 
developn1ent and printing of textbooks, the establishment of the girls' equity 
network, the in1provcn1cnt of financial procedures ::lt the Benin Ministry of 
Education. 'TMG also contributed to the estahlishment of the national foru1n to 
facilitate decentralization. 

TMG \Vas a\vardcd the initial $8, 199,051 CLEF II contract on June 16, 1998 \Vith 
an effective date of August I, l 998. 'f'he contract \Vas 1nodified eight tin1es; the 
final Contractor Perfor1nance Report indicated that the contract expired on July 
31, 200 I with a total contract amount of $11, 169,442, The CLEF II project 
supported the follov • .ting four intermediate results (JR) associated \Vith strategic 
objective I (SO I): 

• 
• 
• 
• 

IR I: Improved pedagogical systen1, 
IR 2: Increased girls' enrolltnent in targeted areas, 
IR J: ln1proved environ1nent for stakeholders. and 
IR 4: Ttnprovecl managen1ent of the education systern (in the context of 
decentralization). 

Major requiren1ents of the CLEF II project included the developn1ent of curricula 
and textbooks to acco1nplish the goals of IR 1, establishrnent of the "Girls' 
Net\vork" to support IR 2, decentralization projects to pron1ote IR 3, and 
iniprovcn1cnts in the educative financial managcnicnt system to achieve IR 4. 
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Consistent \Vith the abo\'e IRs, 1najor accon1plishn1ents of the CLEF II project 
included: 

• NC\\' curricula, French and l'vlathcn1atirs books, and tc-acher guides developed 
and printed (up to Grade 4). 

• Grass roots activities i1nple1nented a net~vork to protnote equity and girls' 
participation set up, and a systen1 to n1onitor equity developed. 

• Financial procedures at the Ministry of Education evaluated, in1proved and 
training conducted to ensure the use of ne\V proccUures. 

• 1'finistry of Pri111ary and Secondary Education's infon11ation 1nanagen1ent systen1 
irnproved and assistance provided in setting up a national forutn to decentralize 
operations to the regional and local administrative levels, 

Concerning the Prin1ary Education NGO Project (PENGOP) Phase II, Vv'orld 
Education (WE) had n1ade significant progress in setting up the parents 
association nct\vork (APEs). 

The grant agreement required \VE to set up and train parent-teacher associations. 
so as to develop grass roots involve1nent by parents in order to pron1ote prin1ary 
education agenda. WE in turn recruited and worked with local non~govcrnmental 
organizations (NCJOs) in accornplishing the 1nilestone requiren1ents. I\1ajor 
accon1plish1nent of the PEN GOP II project included the strengthening of: 

• The functional C::lpacity of Parent t\ssociations. 
• The functional capacity of feder~1tions of Parent Associations. 
• The participation of Parent Associations in the pri1nary school systetn. 

The grant was effective Septc1nbcr 12, l 997 and covered a fivc~ycar pcrfor1nance 
period beginning June 30, J 998 and ending June 29, 2003. 'l'he estitnated an1ount 
of the award \Vas $9. 126,000, \vi th WE cost sharing being $971.190, yielding a 
total progra1n an1ount of $10,097, 190 for PEN GOP Phase II. To acco1nplish the 
goals of the grant, WE directly !»Upportcd USA ID/Benin· s Strategic Objective I, 
"More Cltilcfren Receive a Quality Basic Education on a11 Equitable Basis." 
particularly, Inter1nediate Result #3 (IR 3), "!tnprovell Enviro111nent.fOr 
Stakeholtlers," which calls for increased parent~teacher associations' involve1nent 
in schools in 1nany different din1ensions. 

Arc selected recipients in the program complying \\"ith thf tcr1ns of their 
agreements? 

Both "I'M Ci and WE con1plied \vith mo.st aspects of their agrecn1ents in assisting 
USAID/Benin to achieve its BEP objectives as described under audit objective 
nun1ber one above, of \Vhich several exa1nples are given and relevant also under 
our second audit objective. Hov./rvcr, thr selected recipients tested did not cornply 
with all thr tenns of their agrecmrnt Related, hut not a part of our objective, 
USAID/Benin also f:iiled to L'.0111ply with one of the ter1ns of the agreen1ent. 

55of145 



In PEN GOP Phase II, WE's quarterly perfor1nance reports did not report achieved 
output data in a 1nanner consistent with the description of the proposed outputs 
per the grant agreen1ent. In a second project, the CLEF II, TMG did not prepare 
nnd s11bn1it its quarterly pcrfor1nancc reports in a tin1cly n1annc-r. Conversely, 
USAID/Benin did not subn1it Contractor Performance Evaluation Reports to 
TMG on an interi1n basis as required. These findings are further discussed below. 

Agreed-to Outputs Not Consistently 
Reported to Permit Progress l\1easurement 

WE did not consistently report (frorn quarter-to-quarter) the required and agreed­
upon output information on progran1 pcrfor1nancc. Of the 14 agreed-upon 
targeted outputs, WE consistently and directly reported on only six, \Vhich is 
equivalent to 43 percent. 

The grant agrcc1ncnt required WE to collect relevant BEP statistical data and to 
report on I 4 n1ajor outputs as indicators in order to detennine whether 
USAID/Benin was 1neeting its BEP objective v-.1ith regard to the PENGOP Phase 
II project. 

Jn accordance \vi th the grant agreernent, sub-section 1.5.2, ''Monitoriug and 
reporting progran1 perfor1nance,'' the grantee is required to subtnit quarterly 
project progress reports and annual "non~cotnpeting continuation applications" to 
the l\1ission's Basic Education Tcan1 (BET). Furthcrn1orc, the agrccn1cnt 
stipulates that the recipient shall. in collaboration v.1 ith lJSAID/Benin. identify an 
appropriate list of indicators to assess prograrn progress. Reporting on these 
indicators shall be in~~luded in the qunrterly progress perforrnance report. 

\\/E revised its operational focus fro1n quarter to quarter, mindful of its overall 
goal of helping to create an<l train the parent··teacher associations, but did not feel 
bound to n1easure progress based on its originally agreed-to outputs \Vith the 
Mission. Although the Mission con)mented at times to WE about the latter's 
reporting fonnat, the J\1ission did not insist on a corrective action by WE. 

As a consequence of this deficiency in reporting, the Mission and WE did not 
knovv the progress being tnade by the latter in attaining all the targeted outputs. 

For consistency with the grant agreen1ent and to better ineasure progress in 
US AID/Benin· s BEP. we 1nake the following recon1n1endation: 
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Recommendation No. 1: We recommend that US,i\.ID/Benin, in 
collaboration \Vith World Education, develop an agreed-upon forn1at 
and set up procedures to require consistent reporting of World 
Education's quarterly performance reports. 

Quarterly Performance Reports 
Not Prepared and Submitted Timely 

Tl\ttG did not prepare and subrnit its quarterly perl~JtTnance reports to 
lJSAID/Benin in a ti1nc:ly rnanner. 

According to the contract, number 624-C-00-98-00013-00 dated June 16, 1998, 
crJYIG \Vas required to sub1nit performance 1nonitoring reports to USA ID within 
30 days of the calendar quarters ending on March 31, June 30, Septen1ber 30. and 
Decen1ber 31. A review of submitted reports and ensuing discussions with the 
tv1ission's basic education tean1 (BET) members confir1ncd that these reports \Vere 
consistently subn1itted late. In fact. when the current Mission's basic education 
tearn me1nbers joined the progran1 in 1998. TMG had not sub1nitted a 
perfortuance monitoring report for over a yeru·. 

Assu1ning that the reason for the non-cotnpliance \Vas due to a nlisu11derstandi11g 
of the require1nent, the Nlission's basic education tea1n made a written request to 
'fMG asking for regulru· submittals of the performance reports. As the CLEf' II 
contract 1natured, there was improvc1nent in the timeliness of subn1ittcd reports. 
However, even with these i1nprove1nents, the 1najority of the reports were 
sub1nitted 1nore than 30 days later than the contract specified deadline of 30 days 
after the end of calendar quarters. Furthern1ore, while a current basic education 
tean1 member made an initial request to have the performance monitoring reports 
sub1nitted regularly, the Mission did not follo\~1 up and take action that \vould 
have resulted in cornpliance with the required 30··day reporting by TMG. 

\\lhen n1e1nbers of the Mission's basic education tean1 found some of the 
perfor1nance nlonitoring reports inaccurate and rather aggressive in the 1nanner 
they represented progress in the period of perfor1nance, action taken by the 
Mission's basic education tean1 to address the aggressive reporting by T!\.1G may 
have added to the tardiness of the final draft of the pcrforn1ancc tnonitoring report 
in sotne cases. Furthermore, due to the tardiness by Tl'vlG in sub1nitting the 
reports, the -r-.tis..;ion and TMG did not have updated accurate infor1nation to 
n1anage activities and to rneasure progres:.. This could have resulted in faulty 
decisions based on untimely and in.accurate inforrnation. Also, in certain cases, 
not having accurate inforn1ation could lead to deviations fro1n intended work 
scope and result in progra1n cost escalations. 

To encourage tilncly reporting by the recipient that \vould result in the Mission's 
use of up··tO··date information and feedback in its ongoing project decision·· 
1naking, \Ve are n1aking the following reco1nn1endations: 
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Recon1mendation No. 2: VVe recon1mend that USAID/Benin 
develop a plan of action that notifies both the recipient and 
l\1ission Director when i11stances of no11~con1pliancc occur with 
respect to reporting. 

Recommendation No. 3: We recommend that USAID/Bcnin 
1>rovide, in this plan of actio11, for the l\llission Director to 
request that the recipient take immediate corrective action, 
when instances of non~compliancc occur with respect to 
reporting. 

Contractor Performance Evaluation 
Reports Not Submitted as Required 

USAID/Bcnin did not submit contractor perforn1ancc evaluation reports to Tl\10. 

According to the contract, nurnber 624-C-00-98-00013-00, with TMG, dated 
Junel6, 1998 the contracting officer was to use inforn1ation contained in the 
pcrforn1ancc 1nonitoring reports and input from the contracting officer's technical 
represeutalive to evaluate contractor perforn1ance, for rnulti-year contracts, on an 
interim basis. Based on discussions \Vith the Regional Contracting Officer (RCO) 
and the review of the procure1nent guidance in this area, Best Practices j'or 
Collecting and [Tsing Current ant! Past Perjbr111ance /!\f'orn1ation, the Contr::lcting 
Officer, in this case, is required to condu~:t interi1n assessn1ents at least every 12 
n1onths. Specifically, for contract actions exceeding Sl00,000, ifthe perfor1nance 
period exceeds 18 nlonths, then the contracting officer should conduct interiln 
asscssn1cnts at least every I 2 n1onths. Furthermore, the guidance recon1mcnds 
that interin1 assesstnents be prepared and discussed with contractors at least every 
six tnonths, so1neti1nes 1nore often depending on contractor perfor1nance 
proble1ns. 

,i\ review of USA JD/Benin prepared perforn1ance evaluation reports and ensuing 
discussions with procure1nent officials revealed that there was only one 
perfor1nance evaluation report completed and submitted to TMG during the three~ 
year contract perfortnance period (August 1, 1998 - July 31, 2001 ). That report 
was sub1nitted to TMG on April 19, 2000, over 18 nlonths into the contract period 
of perforn1ance. Tl\1G provided a response to the evaluation, and it was finalized 
on l\1ay 9, 2000. According to the USAID/Benin procuren1ent staff, a final end of 
contract evaluation \vas prepared. but it \Vas not forn1ally suh1nittcd to TMG for 
review. 

Further evaluation and discussions \Vith the procuren1ent staff revealed that 
pcrforrnancc evaluation reports \\'ere initially prepared in Benin and were 
forwarded to the RCO in Dakar, Senegal for com1nents. Due to a communication 
breakdown between the acquisition ~pecialist in Benin and the RCO in Dakar, 
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certain reports 1..vere not finalized and subn1itted to TMG on an interi1n basis 
(yearly) as required. 

As a result of not subn1itting pcrforn1ance evaluation reports to Tl\1G as required, 
the contractor did not receive official and ti1nely feedback on its perfonnance. 
Although no specific negative in1pact occurred that was ob~ervable fron1 this 
deficiency, tardiness in subn1ission of a performance evaluation report could have 
in1pactcd contract pcrfor1nance in the subsequent years of the n1ulti-ycar contract. 
Furtherrnore, the perforn1ance evaluation report could have served as a vehicle to 
notify the contractor of ongoing i:-.sue:-. associated with late perfornu1nce 
n1onitoring report sub1nittals. To provide the contractors with arnple opportunity 
to use the l'vtission's feedback in its project performance strategy, 1.vc have the 
following recon11nendation: 

Recomtnendation No. 4: We reco1nn1end that USAID/llenin 
develop an internal co11trol procedure to mandate the 
submission of required performance evaluation reports to the 
contractor in a timely manner. 

Unrelated internal control finding 

Informal co1n1nit1nents were nlade in implen1enting BEP and other USAID/Benin 
activities. 'I'his finding is further discussed below. 

Informal l~ommitments Made in 
Implementing Some BEP and Other Activities 

While conducting the audit. the Mission Director revealed that various informal 
con11nitn1ents 1.vere 1nade by the USA ID/Benin Basic Education Progra1n Project 
Officer in i1nple1nenting sotne basic education progra1ns and other USAID/Benin 
activities. This \Vas subsequently confirn1ed during interviews with the 
lfSAJD/Benin Acting Controller and the USAID/Bcnin Executive Officer. These 
informal co1nn1itments totaled approxin1ately $71,000, $46,000. and $217 ,000 in 
1999, 2000, and 200 l, respectively. According to US AID autotnated directives 
syste1n (ADS) 303.5.14, "Informal co1nmitments occur when an unauthorized 
llS,i\ID official acts in a tnanncr \Vhich appears to a recipient or a potential 
recipient acting in good faith that LJSAID has con11nitted to make a specific 
award, change the an1ount of the existing uward, or revise an existing a-w·urd 
budget, progran1 description or any of the tern1s and conditions of the a\vard.'' 
Furthermore, according to the same ADS, it is against lJSAID policy to l~ntcr into 
informal con1mit1nents. 

The Mission had in place and used a forn1 called the "Miscellaneous Com1nitrnent 
Docunicnt" 1.vhich allowed the BEP projrct officer to pay for certain program 
activities directly. Due to an oversight in preparing a fonn that \Vould have 
required the signuture of the Executive Officer, the !viission spent funds on basic 
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Management 
Comments and 
Our Evaluation 

education progra1n activities without having a properly signed authorizing 
docun1ent. As a result. funds were obligated and spent \Vithout proper 
authorization. 

The Mission was aware of the prohlen1 before the audit and had already taken 
steps to correct it However, in order to discourage entering into future infor1nal 
comn1itments and to ensure a complete ren1edy for those that have occurred, we 
n1akc the follov·.:ing rcco1nn1cndations. 

Recommendation No. 5: We recommend that lJSAID/Beni11 
establish procedures to use the lTSAID standard miscellaneous 
obligation fornt in obligating funds. 

Recommendation No. 6: We recornn1end that USAID/Benin 
provide training to the Mission employees on inforn1al 
co1nn1itn1ents. 

In response to the draft report, LISA ID/Benin agreed \vith all of the findings and 
recon)n1endations in the drafl audit report. Based on appropriate action taken by 
the Mission. all recornn1endations are considered closed upon the issuance of the 
final report. 

Reconunendation No. I requests that the Mission in collahoration with World 
Education develop an agreed-upon forrnat and set up procedures to ensure 
~~onsi:.tent reporting of World Education·:. quarterly perfortnance reports. The 
Mission concurred \Vith this rccon1mcndation and developed a nc\v reporting 
format that states all the outputs and indicators of the projects. 

Recorn111endations No. 2 and 3 asks that the T\11ission develop a plan of action that 
notifies both the recipient and the Mission Director \Vhen instances of non­
con1pliance occur and to request that the recipient take ilnn1ediate corrective 
action. The Mission concurred with the recotnn1endations and has developed a 
plan of action that will enable it to track subtnission of quarterly reports and 
encourage ti1nely reporting. The Mission also agreed to notify cases of non­
con1pliance through letters fro1n the J\1ission Director to the recipients requesting 
th<it imrnediate corrective action be tuken. 

Recommendation No, 4 requests that the Mission develop an internal control 
procedure to ensure that it subn1its the required perforn1ance evaluation reports to 
the contractor in a tirnely rnanner. The Mission agreed to update its Mission 
Perforrnance Monitoring Systen1 to incorporate the recomn1endation. 

Recon11nendation No. 5 asks that the Mission estahlish procedures to use the 
USAID standard 1nisccllaneous obligution for1n in obligating funds. The Mission 
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concurred \Vi th the recom1nendation and has begun to use Ag.ency forn1 ;\ID 7 · 7 
(3~80), !\1iscellaneous Obligating Document. 

Rccommcndntion No. 6 rcquests that the rY1ission provide trnining to its 
e1nployees on informal co1nn1lhnents. The tvlisslon concurred with the 
reco1n1nendation and has held training sessions where various cognizant 
personnel provided training. 
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Scope and 
l\1ethodology 

Appendix I 

Scope 

The Regional Inspector General, D.akar conducted this audit in accordance ~·ith 
generally accepted governn1ent auditing standards. The purpose of the audit was 
t\\'·ofold: l) to detern1ine if US AID/Benin's Basic Education Progran1 (BEP) was 
n1eeting its intended objectives, as 1neasured by certain intern1ediate agreed~upon 
indicators and outputs with its i1nplcrncnting partners and 2J to determine if 
selected recipients were con1plying with the tenns of their agree1nents. 

To answer these objectives, our audit scope included USAID financed BEP 
activities funded \\1ith fiscal years 2000 and 2001 appropriations. \li/c assessed 
1nanagement controls governing the identification, analysis, and ulti1nate 
disposition of funding as they related to selected sections of the Foreign 
Assistance Act of 1961. 

Methodology 

We then analyzed the I\1ission·s internal control systetn, especially with regard to 
the funding arrangc1ncnts, pcrt'orn1ancc 1nonitoring and mcasurc1ncnt tools, We 
also analyzed the co1npliance and reporting rcquire1nents associated \Vi th the BEP 
and compared our results to the requirernents found in USAID and relevant 
federal guidance. The Mission's perfor1nance monitoring control syste1n was 
generally functioning as intended but because of general concerns regarding 
i1nple1nenting partners' reporting 1nethodology, we assessed control risk as 
1nediun1. 

In order to deter1ninc if USAID/Bcnin's BEP \Vas n1ccting its intended objectives, 
aud v,:hether selected recipients were cornplying with the terrns of their 
agreernents, we decided to select a satnple of re(.;ipients for detailed audit testing. 
(:ontracts and/or grants associated with all of the recipients \Vere requested and 
reviewed in order to narrov.: the scope to the n1ajor and significant recipients, The 
criteria utilized to select the recipients and progratns for reviev.1 and testing were 
l) dollar 111agnitude of the contract/project. 2) itnpuct on overall BEP, and 3) 
tin1e~fran1e of progra1n tnaturity and future relevan~~e. 

Based on the above revie\v and analysis, the Prilnary Education NGO Project 
(PENGOP) Phase II and Children'> Learning Equity Foundation II (CLEF II) 
projects and their associated recipients -w·ere selected for review. The grantee for 
PENGOP Phase II was World Education and that for CLEF II was The Mitchell 
Group (TMG). 
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PENGOP Phase II and World Education -----------------------------------------------------------------------------------------------------

To fulfill our audit objective, we therefore proceeded to test cornpliance by World 
Education \vith the data collection and reporting rcquirC'rnents as \\1Cll as 
US,.\ID/Benin 's Basic Education T ea1n' s (BET) project perforn1ance tnonitoring 
controls. This v...·as accornplished, arnongst other auditing procedures, through 
judgrnentally selected revie\VS of ( 1) quarterly financial, perforn1ance and annual 
reports through fiscal year 200 I, (2) Non-competing Continuation Applications 
and. (3) the statistical database of World Education. We also con1ple1ncnted these 
reviews \Vith field visits to World Education offices and site visits to the schools 
and parent-teacher associations. Additionally, we reviewed reports of field visits 
and other pcrt'ormance monitoring procedures perforn1ed by the BET. 

CLEF II and TMG 

To determine if Tl\10 had con1plied \Vith the tcrn1s of the CLEF II agrcc1nent, 
1nilestone requiretnents from each of the intermediate results were randon1ly 
selected for further reviev.,; and testing. Certain contract terrns \vere also selected 
and tested to ensure that BET adequately 1nonitored contractor perforn1ance 
during the three-year span of the CLEF II contract. In selecting contract terms for 
con1pliance testing, \Ve chose contract tenns pertaining to contractor perforrnance. 
In particular, we en1phasized perfor1nance reporting by TMG and contractor 
perfortnance evaluation require1nents by LI SAID/Benin. 

In testing for achieven1ent of 1nilestone require1nents, we relied on the following: 

• review of BET docu1nentation of n1onitoring activities, 
• review of completed rcquircn1ents such as textbooks and curricula, 
• revie\\1 of external data and documentation, and 
• field observations and discussions \Vith beneficiaries. 

For those requiren1ents that produced ascertainable end results such as textbooks 
and curricula, we observed their existence through rcvie1Ning 1nanuscripts 
(_curricula) and physically viewing textbooks. We ascertained the existence of 
textbooks through satnples provided by the Mission, and n1orc significantly, \Ve 
\Vere observed the use of these books and the newly developed curricula and 
pedagogy through our field visits to the Borgou region of Benin. ln certain cases, 
we verified contpletion of require1nents by reviewing statistics provided by the 
Ministry of E.duration: this included statistics on distribution of textbooks by 
region. In other cases, 1nilestone requiren1ents called for independent assessn1ents 
by external parties. In these cases, we requested copies of the assessrnents frorn 
the ~1ission and revie\\·ed the1n to ensure that the scope \\'as adequately covered 
and that identified we;;1knesses \\'Crc properly addressed by the Mission. 

14 

63of145 



During our field visits to the Borgou region \Ve observed the newly developed 
pedagogy for the pri1nary schools i1nple1nented in all of the schools \Ve visited. In 
n\ost cases. the CLEF II funded French and Mathetnatics books were provided to 
studC'nts at the prescribed ratio of t\VO studc-nts per book and one student per each 
\Vorkbook. However, in several cases, the books were not adequately covered 
\Vith book~covers and ~howed prernature \Vear and tear. 

;_\.. .... .". .wi.:::o;. 

Phulugraph of ~tu<li:nt.~ ut thc Biro Si::hool in Pcrcrc IBorgou region) 
u~1ng the textbooks and pedagogy developed by the CLEF II project. 

In assessing significance, \Ve used a nlateriality threshold of five· percent 
nonco1npliance/non~achieven1ent rate for the overall san1ple tested against the 
perfor1nance criteria in each audit objective. 
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Management 
Comments: 

Appendix II 

llLijiii 

~ ,,,,,,, U.S. Agency For International Development 

August 21, 2002 

ACTION MEMORANDUM 

TO: Henry Barrett, RIG/Dakar 

FROM: Harr~· M. Lightfoot, Director USAID/Benin /s/ 

SUBJECT: Draft l\udit Report l\Jur11ber 7 680 02 OOX-P of 
USAID-Financed Basic Education Program in 
Benin 

As requested, the Mission has reviewed RIG's draft 
audit report on USAID-Financed Basic Education Program 
in Benin. Please find below our respor1se to the 
report's recommendations. 

Recommendation No .1: 11 We recommend that USAID/Benin, 
in collaboration with World Education, develop an 
agreed-upon format and set up procedures to ensure 
consistent reporting of World Education's quarterly 
performance reports. " 

Action taken: In order to address tl1e recornrnendation 
No.l, the Basic Education Team, in collaboration with 
World Education, developed a new reporting format 
entitled "Outputs Tracking Table" stating all the 
oui:c,ui:s and indicators of the projects. Partners 
report on progress pertaining to each output using 
this table. The table was shared with the other 
USAID-funded education partners and with other 
USAID/Benin Strategic Objective and Special Objective 
(50/SpO) Teams that adopted it. 
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Recommendation No. 2: "We recommend that USAID/Benin 
develop a plan of action that notifies both the 
recipient and Mission Director when instances of non­
compliance occur.tr 

Recommendation No. 3: "We recommend that USAID/Benin 
provide, in this plan of action, for the Mission 
Director to request that the recipient take immediate 
corrective action, when instances of non-compliance 
occur." 

Mission Action Plan: The Basic Education Team 
developed, for each recipient, a performance report 
monitoring chart that enables it to keep track of the 
submission of quarterly reports and encourage timely 
reporting. To comply with the audit recommendation, 
the Mission Director sent letters to recipients that 
did not submit their quarterly reports in a timely 
n1anner. 

In addition to that, USAID/Benin will include in its 
Performance Monitoring em a pa u ng 
SO/SpO Teams to notify cases of non· .. corrLpliance t11rougl:1 
letters from the Mission Director to the recipients 
requesting that immediate corrective action be taken. 
The Mission will furthermore monitor contractor and 
grantee compliance \,._;'ith reporting requiren1ents as part 
of its semi-annual portfolio review. 

Recommendation No. 4: "We recommend that USAID/Benin 
develop an internal control procedure to ensure that 
it submits the required performance evaluation reports 
to the contractor in a timely manner. " 

Mission Action Plan: USAID/Benin would like to point 
out that the Basic Education Team (BET) and TMG met on 
a regular basis to assess progress towards the 
achievement of the contract milestones and to discuss 
and address implementation issues, During these 
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meetings, the BET provided feedback on the project 
performance. 

BET prepared the required performance reports that 
were submitted to the Mission Office of Procurement 
(OP) for transmission to T!vIG t the Re onal 
Contracting Officer (RCO). According to the 
discussion C)P had with the audi_tors, soff1e of these 
reports were not submitted to TMG on an interim basis 
due to communication problems bet·ween the RCO and OP. 
This is a communication issue, not a non-compliance 
one. 

USAID/Benin will include in its Mission Performance 
Monitoring System a paragraph dealing with the 
submission of performance evaluation reports to the 
contractors i_n a timely manner. 

U.SAID/Benin will then monitor its compliance ·w·ith this 
requirement during semi-annual portfolio reviews. 

Recommendation No. 5: 11 We recommend that USAID/Benin 
establish procedures to use the USAIO standard 
miscellaneous obligation form in obligating funds. 11 

Action taken: (;n Dece1nber 14, 2001, the lv!ission issued 
a notice discontinuing the issuance of Miscellaneous 
Commitment Document (1'1CI)) and replaced it ·with tb_e 
Agency form AID 7-7 
(3-80) Miscellan<.::ous OblirJatiriq Dr:.icurn<.::nt {~10D). This 
policy has been irn_plern.ented and th_e use of a MCD is no 

a practice in this Mission 

Recommendation No. 6: "We recommend that USAID/Senin 
provide training to the Mission employees on informal 
com.mi tments 11 

()n Decernber 13, 2001, the on al 
Contracting Officer (RCOl, Lawrence Bagus conducted 
training in the Mission on infor1nal cor11mitrn_ents. The 
EXO followed up on December 18, 2001 with a Memorandum 
disseminating an Administrative Notice from the 
Embassy fully discussing the subject of 11 TJnauthori.zed 
Commitments 11

• The EXO also requested that a training 
session be held during the visit of Mr. Alan 
Bellefeuille, OPIE, One hour of training by lecture 
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and panel discussion was performed on June 14, 2002 by 
t1:1e PCO, t1:1e E><O, the TDY Acting Controller Donna 
Brazier, and Alan Bellefe1Jille. Attendance was 
mandatory for personnel from the technical offices, 
the Executive Office and the Office of Financial 
[vlanagemc,nt, The training session Co\rered as s of 
procurement authority by warrant and by position, 
other inherent authorities by positions, recurring 
obligations, informal commitments and the 

Conclusion: 

USAID/Benin concurs with the findings and 
reconunendations in the draft audit report. 

USAID/Benin appreciates the RIG's assistance, and 
believes that the implementation of the above action 
plans will further enhance USAID~financed development 
programs in Benin. 

Deleted items - Relate to matter not included in the 
final report. 
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US AID 
OFFICE OF INSPECTOR GENERAi, 

Audit of USAID/Mali's Self-Help Program 

7-688-03-001-P 

February 28, 2003 

Dakar, Senegal 
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February 28, 2003 

MEMORANDUM 

FOR: Pamela White. Director, USAID/Mali 

FROM: Lee Jewell III, RIG/Dakar /s/ 

SUBJECT: Audit ofUSAID/Mali's Self-Help Program 
(Report No. 7-688-03-001-P) 

'111.is memorandu1n is our final report on the subjec-t audit. In t1nalizing this report, 
V.'C considered your comn1cnts on our draft report and have included this response 
as Appendix II. 

In your response to our draft report, you concurred \Vith each of the seven 
rccon11ncndations and the potential 1nonctary savings of $72,.848. Based on 
appropriate action taken by the Mission, 1nanage1nent decisions have been reached, 
and recommendations 1, 3, 4, 5, 6i and 7 are considered closed upon issuance of 
this report. Please coordinate final action for reconunendation no. 2 \Vith the 
USAID Office of Manage1ncnt Planning and Innovation, Management Innovation 
and C'.ontrol Division (t\11MPl!MIC). In accordance \Vith lfSAID guidance, 
M/MPl/!V11C is responsible tOr dete1111ining 1,vhen final action has occurred. 

I appreciate the cooperation and courtesies extended to 1ny staff during the audit 
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Summary of 
Results 

'fhc Africa Special Self llclp (SS!!) Progratn is funded through the Regional 
African Bureau \vith the Dcparlincnt of State acting as the n1anaging unit. The 
prograrn is designed to provide sn1all grants (generally $2,000 or less) to fund 
SSH activities that \Vilt have an it11mediate impact. T'he direct responsibility of 
the progra1n is with the A1nbassador, \Vho has the final authority in the selection 
and approval of SSH projects. The projects arc funded through US.i\ID 
allottnents, and the otlii.:ial accounting for these funds i:-. located in tht' {JSAID 
t1eld accounting stations, The separation of 111anagement authority and financial 
accountability has presented challenges for USA JD/Mali. (Sec pages 6 and 7,) 

'f'he objective of this audit \vas lo delem1ine if llSAID/Mali adtninistered, 
obligated, and deobligated the funding of its SSH activities in accordance with 
USA ID guidelines. (Sec page 7.) 

The audit found that in general, USAID/Mali administered, obligated, and 
deobligated the h.tnding of its SSH activities in accordance \Vith LTSAID 
guide I in cs; ho\vcvcr, annual section 1311 rcvic\.vs \Vere not al\.vays pcrfor111cd, 
advances \verc not supported, and some activity agrcc1nents did not include all 
required infonnation. The l\.1ission has procedures in place f0r obligating funds 
and processing vouchers in a timely and efficient manner. Controls are in place 
for the disbursement of funds, and site visits were pcrfonncd by the c:ontrollcr to 
detern1inc the status of several proj ccts. (Sec page 7.) 

Ho\vever, as previously stated, several issues \Vere noted that need to be addressed 
by the !Vtission. Annual reviews of all recorded unliquidatcd obligations arc 
required per lJS.i\. f[) guidance,. but the Mission had not performed a reviei.,v since 
April of 2000. \\Te reco1nmend that the Controller's otlice perfom1 an annual 
review for 2002, In addition, 1,ve recomn1end that USAID/Mali deobligate or 
justify an1ounts relating to outstanding advances and currency fluctuation..; fron1 
previous years totaling 557,457. (See pages 8 through 10.) 

Another issue noted was the lack of pro fon11a invoices to support full advances as 
required per USAID guidance. We reco111mend that the Mission follow USAID 
guidance on utilizing other methods of payments as well as requiring pro fonna 
invoices when a full advance is the most appropriate fOrm of payment. In 
8ddition, \Ve recomn1end th'1t the Mission determine the recoverability of the 
advances totaling $15,391 for projects that do not exist. (Sec pages 10 and 11.) 

A third issue noted was that USAID guidance identifies specific infonnation and 
tenns required on SSH documents, but the agreements for FY 2002 did not 
inco111oratc all required inforn1ation. We rccon1n1cnd that the Mission in 
coordination ~'ith the SSH Coordinator incorporate required infor1nation into 
future agreements. (See pages 12 and 13.) 
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Background 

USAID/!v1ali concurred with all of the findings contained in this report, and 
111anagcment decisions have been reached on all rcco1n1ncndations. Based on 
appropriate action taken, ·final action has been taken on rcconuncndations no. I, 3, 
4, 5, 6, and 7. (See pages 13 and 14.) 

The Atfica Special Self Help (SSH) Progra1n is funded through lJSi\ID's Afl:ica 
Bureau with the Deparunent of State acting as the managing unit. The progran1 is 
designed to provide sn1a11 grants (generally $2,000 or less) to ftlnd SSI I activities 
that vvill have an i1n1ncdiate i1npact as \veil as advance U.S. interests. It is a \Vay 
to provide lin1ited assistance directly to local con1munilies rather lhan 
goven1ment~to~govemn1ent assistance; the SSH progra1ns allo\v for a quick 
response without regard to the bilateral assistance progran1s. So1nc cxa111plcs of 
SSH projects include gardening projects, the building of vvclls for potable \Vatcr, 
and \\'ater conduil construclion. Belovv is a picture of a SSl·I funded water conduit 
project 

The selection of projects is made by a tean1 fron1 the lJ.S. En1bassy, but the 
An1bassador has the final authorit)' in the approval of SS! I projects. Usually, the 
A1nbassador delegates the day~to~day managc1ncnt to a staff n1c111ber in the 
F,n1bassy. In the case of the SSH progra111 in Mali, Lhe Consular Oflicer \Vas 
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Audit Objective 

Audit Findings 

responsible for the day-to-day tnanagement. He was assisted by a full-time SSH 
coordinator \Vho \Vas hired about a year ago at the ti1ne of the audit. 

SSH projects arc funded through LISAID allot1ncnts, and the official accounting 
for these funds is performed by the USAID field accounting stations. USAID is 
responsible for the obligation, deobligation, and financial administration of the 
funds. USA JD/Mali is the accounting station for five SS! I programs: Mali, Niger, 
Burkina Faso, Chad, and (:ote d'Ivoire. The budget for the SSH progra1n in Mali 
was $81,000 in fiscal year (FY) 2000 and an estimated $76,000 in FY 2001. The 
Regional Inspector General, Dakar audited the Mali SSH progran1 for FY 2001. 

fiaving 1nanagcn1cnt responsibility at the En1bassy and financial accountability at 
USAID has presented challenges tor USAID/Mali management. USAJD/Mali has 
lin1ited authority over progran1 i1nplen1entation and 1nonitoring, but yet the 
Mission is still accountable for the outstanding obligations and con11nittncnts. 
USAID/l\.1ali has proposed to include a person fro1n the Financial Managcn1cnt 
Office on the SSI·I con1111ittee to provide financial expertise early on in the grantee 
selection process. 

The Regional Inspector General, Dakar (RIG/Dakar) designed this audit to answer 
the following objective: 

Did l!SAID/Mali administer, obligate, and deohligate the funding of its s;elf­
hclp activities in accordance \Vith US1\.ID guidelines? 

The audit \Vas included as a revision to the annual plan. Appendix I contains a 
complete discussion of the scope and methodology oflhe audit. 

Did USAID/Mali adnlinister, obligate, and deobligate the funding of its self­
hclp activities in accordance with lJSAID guidelines? 

US,i\ID/Mali administered, obligated, and deobligated the funding of its self-help 
activities in accordance with LJSAID guidelines; however, annual section 1311 
reviews were not always perfonned, son1e advances \Vere not supported, and 
son1c activity agrcc1ncnts did not include all required inforn1ation. The Mission 
had procedures in place for obligating funds and processing vouchers in a ti1nely 
and efficient manner. Controls~ including presenting an identifleation card and 
organization stamp, \Vere in place for the disbursement of funds. The Mission did 
dcobligatc funds appropriately as some projects closed and the advances \Vere 
liquidated. In addition, site visits \Vere perfonned by the Controller to detennine 
the status of several projects. 
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Several issues \Vere noted. as stated above, that need to be addressed by the 
Mission. Annual Section 1311 reviews of all unliquidatcd obligations to 
dctcn11inc validity \.\'ere not perforrncd as required. Even though quarterly reports 
\Vere sent to the En1bassy on a regular basis. no fOllov.-~up \Vas perfOnned \\.'hen 
the Embassy did not respond to deten11ine the validity of the unliquidated 
obligations and outstanding advances. In addition, the Mission \vas not requiring 
pro forn1a Invoices to support paynu.:nt vouchers of full advances as required in 
lhe Special Self-Help (SSH) Guide (the Cluide), guidanct' lJSAlfJ ust'S for 
1nanaging SSH progran1s. Finally, the obligating doeutnents did not contain all 
required infon11ation. 

/\.nnual Section 1311 
Reviews \\''ere l\'ot Perforn1ed 

Section 1311 of the Supplcn1cntal .i\ppropriations Act of 1955 (the Act) requires 
agencies to perfonn annual revie\\i·s of all recorded outstanding obligations. 
USAID/T\1ali had not perfon11ed a review of the unliquidated obligations 
associated with the SS! I progran1 since April of 2000, resulting in unliquidated 
obligatioos of $153,399 as of October 25, 2002, of which S57,457 could have 
been deobligated during annual revie\vs. An1ong Mission slatl and 1nanagen1ent 
there \Vas a tnisunderstanding as to \Vho \Vas responsible for the reviews. As a 
result, funds tOr SSl 1 progran1s that could have been dcobligatcd and possibly 
rcprogra1nn1cd rc1naincd idle. 

Section 1311 of the Act states that an intensive reviev.· of all recorded 
unliquidatcd obligations/con11nit111cnts 111ust be con1plctcd on a yearly basis. 
These annual reviei.,vs n1ust be thoroughly documented with co1nplete 1,vorking 
papers tOr each individual obligation or com1nitn1ent accounl. Any reviewer of 
the \Vorking papers should be able to conclude that a careful revie\V of each 
unliquidated obligation and co1nn1itn1cnt v.1as conducted. Also, per .~uton1atcd 
Directives Syste1n (ADS) 621, obligation 1nanagers 1nust continuously review the 
status of obligaled fund~ and request deobligation& \vhenever funds are found to 

be in excess of that needed to accon1plish activity objectives. Furthennore. the 
(Juidc states that the ('ontrollcr's Office, in conjunction with the SSH coordinator, 
should perfor1n the annual 1311 review. 

During the audit, it v,-·as detennined that a Section 1311 review had not been 
pcrfor111cd since April of2000. Moreover, the rcvicv.r done in 2000 did not 
address unliquidated obligations going as far back as 1995. Per the l\.1ission 
Accounting and C:ontrol System (MAC:S) report PO? A C'on1prehe11sive Pipeline 
Report b.v Project as of October 25, 2002, the unliquidated obligating balance \Vas 
$ l 53,399. Of this amount, $57,457 could have possibly been dcobligatcd had a 
Section 1311 review been performed. This amount is the sum of the unliquidated 
balances tor projects from 1995 to 2000 plus the result of currency fluctuation in 
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fiscal year (FY) 2001. The outstanding advances for FY 2001 are not included 
because a project has 18 n1onths to con1plete, and therefore, the projects 1nay be 
on~gojng. A brcakdo\vn of the total unliquidatcd balance is shown below. 

Unliquidated Oblieations Breakdown (in dollars) 
Summary 
Un liquidated balances for projects fron1 1995 to 2001 
Projects for FY 2002 
Total Unliquidated Balance as of October 25, 20112 

$79.952 
nA41 

$153 l99 

Detailed B1·cakdow11 of U nliquidated Balances fro1n 1995 to 2001 

FY 21101 
llnliqui<latcd balance $24,401 

Amount represents currency fluctuations 1 

10 Projects \Vith outstanding advances 2 
1,906 

22,495 

FY 2000 
Unliquidated balance $18,396 

An1ount represents currency fluctuations 1 

5 projects with outstanding advances 
9,124 
9,272 

FY 1995 to 1999 
Unliquidated balance $37, 155 

Outstanding advances 24.010 
()thcr unliquidatcd obligations 13,145 

"fotal $19 9<;2 

1 The currency fluctuations resulted fro1n a change in the exchange rate on the 
day of the obligation and the day the payment voucher \\'as completed. 

2 Five of the I 0 projects do not exist, \vhich total $15,391 in outstanding 
advances. This amount represents 68 percent of the total outstanding advances 
for FY 2001. 

Per discussion \Vith USAID 1nanagement and staff, the reviews \Vere not 
perfor1ned due to a misunderstanding as to whose responsibility it \\-'as to perform 
the revie\\--s. Regarding the April 2000 revie'h' perfom1ed, \)SAID 1nanagen1ent 
stated that if documentation \Vas not received stating that the project was closed, 
the balance stayed on the books. The tvlission did not initiate any contact v.'ith the 
E1nbassy to verify the status of the projects. 
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Part of the unliquidated obligation balance consists of cu1Tency fluctuations and 
outstanding advances. 'fhe currency fluctuations resulted fro111 the Ntission not 
cornparing the obligating docu1nents to the payrncnt vouchers to dctcrn1ine 
differences in exchange rates. The outstanding advances as \.\/ell as other 
unliquidated obligations front 1995 to 2000 have not been reviewed as 
appropriate given that the projects arc supposed to be of an in1n1ediatc nature not 
expanding past 12 n1011ths. 

By not perforn1ing the revie\VS, the SSH progran1 funds have been idle when they 
could have been deobligated and rcprogra1n1ned for other valid purposes. I lad the 
rcvlc\\'S been pcrforn1cd in conjunction \Vith En1bassy staff on a tilncly basis in 
the year that the funds vv·ere obligated, the excess funding could have been used to 
fund other projects. The follo\\'ing are recon1n1endations to address the problem 
noted. 

Reco1nn1endation No. 1: We recommend that the Controller's 
Office perform a Section 1311 review of the Mali self-help 
program for fiscal year 2002 to obtain justification for 
retaining the unliquidated obligations or sho\v the need to 
deobligate the funds. 

Recommendation !'io. 2: We recommend that USAID/Mali in 
coordination \Yith the U.S. E1nbassy/Ba1nako, dcobligate, 
collect, or justify unliquidated obligations totaling $55,551 
($18,396 for fiscal year 2000 and $37,155 for fiscal years 1995 
to 1999). 

Recommendation No. 3: '\\re recommend that US1\ID/Mali in 
coordination with the U.S. Embassy/Bamako, deobligatc or 
justify unliquidatcd obligations resulting from currency 
fluctuations, '"hich total $1,906 for fiscal year 2001. 

Payments of' Full Advances 
\\/ere Not Supported as Required 

Per USAID guidance, proforma invoices should be required from grantees before 
advan-clng the full amount ofa SSH a\vard. For F'\" 2001, vvc noted that 19 of the 
20 projects received full advances \Vithout pro forma invoices as supporting 
docun1entation. Pro fonna invoices were noi required due to tnisinterpretation of 
the requirement. The lack of pro fonna invoices increased the risk of 
nonco1npllancc. 
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Per the Guide, advances given in full to the grantee are the least desirable 
payn1ent n1ethod as the n1ost risk is involved. The Guide states that a definite 
action plan with pro fonna invoices should be required tfon1 intended 
beneficiaries in order to obtain a full advance. 

'J'he revie\v of the FY 2001 voucher files disclosed that of the 20 projects, 19 
received full advances. Of these l 9 projects. no pro fo11na invoices were in the 
voucher files as support of the advance payrnent. For FY :2000 files, it \Vas noted 
that six of the 23 files revie\ved did not have supporting pro fi)rma invoices. 

Per discussion \Vith lJS.1\10 managen1ent and voucher exa111iners, no pro forma 
invoices \Vere required to issue a payn1ent if the pay1nent voucher and the 
Checklist for Adtninistrative Approval of Vouchers vvere properly completed, 
Due to n1isinterpretation of the gttidelines, manage1nent n1isunderstood the pro 
forn1a rcquirc1ncnt. 

Issuing advances in full increases the risk associated \Vith the projects. Five 
project avvards in FY 200 I gave tl111 advances totaling $15,391 to \vhat turned out 
to be nonexistent projects, and the n1oncy had not been recovered. After 
hecon1ing aware of a possible proble1n \vith these projects, the USA ID Controller 
as \vell as the SSH Coordinator perfon11ed a site visit tu dete11nine the stalus of 
the projects. Per discussions \Vith the local people, it \.Vas detennined that the 
projects \Vere nonexistent and the 1nan who received the advances had left to\\'n. 
J\1ission n1anagcn1ent notified the J{cgional Inspector Cieneral/Dakar, which in 
turn notified the Otlice of Inspector General/Investigation. The recommendations 
belo\v address the issue of the lack of pro forrna invoices. 

Recommendation l\'o. 4: \\1e reromn1end that l1SAll)/l\1ali in 
coordination \vith the U.S. Ernbassy/Barnako develop 
procedures that utilize other methods of payment when 
possible such as pay1ncnts made directly to the supplier and 
giving only partial advances until supporting documentation is 
received. 

Recommendation l\'o. 5: We recommend that USAID/Mali 
develop procedures that require pro form.a invoices to support 
requests for full advances to self~help grantees \\'hen a full 
advance is the most appropriate method of payment. 

Recommendation l\'o. 6: \\"e recommend that l!SAID/l\1ali, in 
coordination \\'ith the U.S. Ernbassy/Bamako, deterrnine the 
recoverability of the advances totaling $15,391 for the five 
nonexistent projects, and depending on the determination, 
either issue a bill for collection or take appropriate action to 
initiate the '''riteMoff process. 
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,\ctivity ,\greements Do Not 
Include All Required Information 

USAID guidance identifies specific inforrnation and terms required on SSH 
docu111ents. Of the 20 agreen1ents we revie\ved, none of the 20 con1plied entirely 
\Vith lJS.l\Jl) guidance. flue to the ambiguity of an example in the Ciuide, 
En1bassy and USAID staffs were not a\varc of the requirc111cnt. As a result, 
critical infonnation necessary for proper financial managernent of the Mission's 
SSH activities i,,vas not available to lJSAID n1anage1nent. 

The (Juide identifies the Individual Activity .l\grec1nent as the prin1ary instru1ncnt 
through \Vhlch SSt·J funds 1nay be obligated and co1nn1ittcd to a SSlJ activity. 
'f'his document is defined as an agreement bel\veen the ll.S. Government and a 
local co1nmunity to undertake a specific activity. Furthennore, this document is 
described as the basic docutnent underlying implententation of the progran1 and 
1nust be executed for each SSH activity. The Guide states various information 
that must bti specifitid on the activity agreetnent, including the follo\\'ing: 

1. ·rhe nantc ofthc official or organization \.Vhich \.Vill 1nonitor the activity, 
2. The date on \vhich implementation is expected to begin, 
3. The nu1nber of beneficiaries~ and 
4. The estin1ated date of contpletion. 

For FY 2002 agreen1cnts, the SSH coordinator used a different fonnat fro1n the 
previous years. We exatnined all FY 2002 agreements (20 agreements in total) 
and noted that none of the agreetnents specifically stated the monitoring official, 
as \Vas done in 200 I contracts. In addition. the contracts did not state the 
expected date of i1nplementation or the esti1nated date of con1pletion. We also 
noted that IO of the 20 contract~ did not provide the nutnber of beneficiaries. 

Per discussion \Vith l.JSAJD 1nanage1nent as well as the SSH coordinator, the Jack 
of required information was due to unclear presentation in the Guide. The Guide 
presetll& a &an1ple agree111ent that doe~ not include all of the required inlOrn1ation 
as stated in the narrative part of the Guide. The coordinator used the santple when 
creating the agreements but did not add the information stated in the narrative 
section. In addition, according to Mission officials, because the agreements were 
originated close to the fiscal year end, there was a rush to get then1 approved and 
funded. TheretOre, they \Vere not revie\\<·ed thoroughly. 

As a result of the lack of required infonnation, critical information for proper 
financial manage1nent of the Mission's SSH activities was not available to 
US.A.ID management. Management \Vas not able to deten11ine who the 
responsible party was, \Vhen the project should have started, or vvhen the project 
should have finished. Such infor1nation would also aid in performing Section 
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1311 revie\vs of unliquidated obligations. The tOllov.-ing recon1mendation has 
been n1ade to address the ineo1nplete agree1nents. 

Rct.·01nrr1endation l\'o. 7: We recon1mcnd that llSAID/l\1ali 
coordinate \\'ith the Ernbassy's self-help coordinator to develop 
procedures that incorporate all required information into future 
sclf'-hclp activity agreements. 

--------------------··················································--

Management 
Comments and 
Our Evaluation 

In response to the dratl report, USAID/Mali agreed with all of the findings and 
reco11)n1cndations 111ade in the draft audit report. Based on action taken by the 
J\1ission, six of the seven recommendations arc considered closed upon the 
issuance of the tinal report (l, 3~ 4~ 5, 6, and 7). The remaining recon1mendation~ 
Recomn1endation No. 2. is considered to have a inanagement decision. 

Recom1ncndation No. l rccomn1cnds that the Mission pcrfonn a Section 131 l 
revievv of the ~vtali self-help progran1 for fisi:al year 2002. The 111ission concurred 
\Vith this recomn1endation and perfonned such a revie\v. This reeomn1endation is 
considered closed. 

Recomn1endation No. 2 states that the Mission should deobligate, collect, or 
justify unliquidated obligations for fiscal years 1995 to 2000. The Mission \Vas 
able to dcobllgatc part of this a1nount resulting fro1n an1ounts never requested in 
pay1nents. The Mission is currently \Vorking with the F,1nbassy Special Self-Help 
Coordinator on the ren1aining balance. 

Reconuncndation No. 3 reco1nn1ends the dcohligation or justification of 
unliquidated obligations resulting from currency fluctuation for fiscal year 200 I. 
The Mission concurred \vith this reconut\endation and has deobligated the 
a1nou11t. This recon1111endation is considered closed. 

Recommendations No. 4 and 5 states that the t\."1ission should develop procedures 
for utilizing tnethods other than giving a full advance when n1aking a payment. If 
8 full advance is the most appropri'1te 111ethod, pro fonna invoices should be 
required. The n1ission concurred \\"ith these rcco1nmcndations and has issued a 
1nemo incorporating new procedures into the accounting function. These 
recomtnendations are considered closed. 

Rccon11ncndation No. 6 rceom1nends the l'v'lission to determine the recoverability 
of advances for five non~existing projects and either issue a bill of collection or 
initiate the \vrite-off process. The Mission detennined the re-coverability to be 
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highly unlikely and wrote off the advances based on an action rnen10, \Vhich \vas 
appro·ved by the Ambassador and signed by the USAID Mission Director. This 
rcco1T11ncndation is considered closed. 

Recon1n1endation No. 7 recorntnends the Mission to develop procedures requiring 
all required infon11ation be included in t\1ture self-help activity agreements. 'fhe 
Mission concurred 1;vith this recon1111cndation and issued a n1cn10 inco11Jorating 
ncv.' procedures Into the accounting function. This recornrncndation is considered 
closed. 
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Scope and 
Methodology 

Appendix I 

Scope 

·rhc llcgional Inspector (Jcncral, Dakar conducted this audit in accordance \Vith 
generully accepted government auditing standards. The purpose of the audit \Vas 
to detem1ine if USAID/Mali administered, obligated, and deobligated the fonding 
of its SSH activities in accordance \Vith USAID guidelines. The audit was 
conducted at USAID/Mali in Bamako fro1n October 7~25, 2002. Site visits tvcrc 
perfor1ned in both the Segou region of Mali as well as the Koulikoro region. 

To answer this objective, the audit scope pri111arily included obligations for 
special sclf~hclp (SSH) activities which had unliquidatcd balances at Scptc1nbcr 
30, 2001 and as necessary, balances at Septen1ber 30, 2000 and Septen1ber 30, 
2002. We assessed managen1ent controls governing the administration; 
obligation, and deobligation process, including the conduct of Section 1311 
revle\VS relating to SSH activities. In addition, the scope of this audit included a 
limited revie\v of the internal control structure associated \Vith the identification 
of proposed projects. the project selection process, and the distribution of funding. 

We exan1ined all fiscal years 2000 and 2001 voucher tiles for SSH progra1ns to 
revie\.\· the obligating process. Vv'e revie\ved all unliquidated obligations as of 
October 25, 2002, which totaled $153,399. 

Methodology 

While conducting field\vork. \Ve performed limited tests of compliance with 
USAID procedures related to the Mission's controls associated \Vith these 
obllgations. These controls and our review included the Mission's Section 131 l 
reviews and a reviev.-· of obligating docun1ents, In addition, v.-·e reviewed the 
controls over the approval process for advances as \Vell as the liquidation of 
obligations associated vvith SS 11 activities. 

Because \.\'e \\'ere notified before the audit of the possibility of problems existing 
in five of the SSH projects, no 1nateriality threshold \Vas set; r:-verything \Vas 
dcerncd 111atcrial. 

Each obligation \va~ revie\.\·ed to dele:rmine vvhether it was valid in accordance 
with USAID regulations. We also reviewed fiscal years 2000 and 2001 
unliquidatcd obligations to dctcr111i11e \Vhcthcr the balance resulted front currency 
fluctuations or other factors. In 1naking these decisions, \\.'C exa1nincd the original 
atnount obligated and con1pared it to the atnount actually paid. The supporting 
docu1nentation for the liquidation provided the relevant infor1nation on the 
difference bct\.vccn the original obligation and the liquidated an1ount. 
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In addition, our field\vork included revie\ving ini(:n1nation contained in the 
Mission Accounting and ('ontrol Systcn1 reports, documents 1naintaincd at both 
USAID/Mali and the Arncrican E1nbassy in Mali, and discussions and 
con1n1unications \Vi th appropriate Mission and Etnbassy stafC 

During field1;vork. we noted that prior audit rcco1n111cndations had been n1adc 
regarding Section 13 I I rcvicv.,rs in 1997. In 1999, verification and evaluation 
work \VUS perfi.)rtned on the audil recu1nmendations, \Vhich dt'tennined lhai final 
actions had generally been co111pleted. No further action was required of the 
Mission at that time. 
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Management 
Comments: 

1141-iii•j USAID/Bamako 
Office of Financial l\1anagentent ....•.. , MEMORANDUM ... , ... 

To: 
CC: 

From; 

Date: 

Lee J e\\·el Ill, RIG/Dakar 
Vicky Huddleston, Ambassador 

Daniel StL'n'art, AmEmbassy/JVlali 

Pam \Vhite, Director, LTSAID/Mali Isl 

January 15, 2003 

Appendix II 

Subject: RIG/Dakar's Draft Audit Report on LTSAID/1\Iali Self Help Program 

lJSAID/l\1ali \vould first like to express its gratitude for the time and effOrt the 
RIG/Dakar staff dedicated lo this audit. It has been ,.cry useful in identifying ccrta111 
weaknesses in 1he overall tnflnagecnent of the SSH Progracn in Mali. We fully concur 
\Vith the final audit findings and the seven rccon1111cndations, 

However, we would like to emphasize that USA JD only serves as the paying and 
accounting station and docs not have direct management responsibility for this prograrn, 
The U.S. Embassy recci1,.cs and evaluates lhc grant proposals, selects the grantees. 
prepares and the grant agreen1ents for the Atnbassador's signature and administratively 
approves all payn1cnts. The En1bassy is also responsible for obtaining adequate 
documentation to liquidate cash advances and for completing project close .. out reports. 
The Special Self .. Help Guide, issued by the State Department Bureau of African Affairs, 
provides a clear set of instructions and recommendations tOr effective execution of these 
progra1n responsibilities. 

Over the course of the last fev,, 1nonths, OFM/l3a1nako has taken the rollo\ving steps to 
address the reco1nn1endations before the issuance of the final audit report: 

Recon1n1endation No. 1 : We rceon11ncnd that the Controller's Office pcrJOnn Section 
1311 reviews of the Mali Se\f .. Help Program annually, which entails \Vorking with the 
E111bassy c:oordinator and co1nparing: obligating: document5 \vith payment vouchers to 
detcnn.inc currency fluctuations . 

. i\.ction Taken: The Controller has again revievved the rcquire1ncnt to conduct an annual 
Section 1311 rcvtc\v of all unliquidatcd obligations \Vi th all USA![) accounting staff 
The responsibility for the annual reviev.· of SSH obligations has been formally reassigned 
to the Supervisory Accountant. based on his experience and understanding of the 
procedure. The Supervisory Accountant has since con1plclcd a thorough Sccuon 1311 
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Deleted··· Relates to 1nattcr not included in the final report 

\\re believe all necessary action has been taken to resolve this reco1nn1endatio11 and 
request RIG/Dakar close Recommendation No. I accordingly. 

Recommendation l\'o. 2: \Ve recon1111cnd that USAID/l\·1ali. in coordination \Vith the U. 
S. E1nbassy/l3a1nako, 'ATitc-off or justify excess balanc,;:s of S9.124 in 2000 and $1,906 in 
200 I resulting fro1n currency fluctuations. 

Action Taken: \Ve concur yvith RIG/Dakar's finding and have deobligated these 
amounts as of 12/31 /02 via .J\f# 688-03-112 for S9, 126.22 and .J\'# 688-03-113 for 
$1.905.95. 
Deleted - R..:lates to 1natter not included in the final report 

We believe all required action has been taken to resolve this reco111111cndation and request 
RICI/Dakar close Reco1nmendation No. 2 accordingly. 

Recotntnendation No. 3: V1/e rcco1n1nend that USAID/tv1ali, in coordination \Vith the U. 
S. Embassy/tvlali, \.vrite-off, colle\:t. or justify outstanding advances totaling $9.272 from 
2000. as \Vell as $37.155 in un~liquidated obligations regarding projects fr0n1 1995 to 
1999, of 'A'hich $24,0 I U presents outstanding advances. 

Action 1'aken: /\.portion of the unliquidatcd obligations regarding projects fro111 FY 
1995 to FY 1999 represents amounts never requested in payments. ~1 e have therefore 
deobligated ~cl arnounts as of 12/31 /02 via JV# 688-03-111 fi)r 
$13.145.11-. 
Deleted - Relates to 1nattcr not included in the final report. 

lJSAI[)/Mali has confinned the lJ,S. Embassy SSH Coordinator has tried to locate all 
Malian grantees that have outstanding SSH advances and has asked those located to 
submit project expense docu1nentation. These efforts have so far produced little in terms 
of concrete results. (lnly one advance of$ i ,686.41 for the prriod from 1995 to 2000 has 
been liquidated since 9/30/02; all others are still fully outstanding and unjustified. 

USAID/Mali \Vil! continue to work with the E111bassy SSH Coordinator to gather 
adequate expense ducurnentation to liquidate these outstanding advances over the next 
six 1nonths. /\11 advances not adequately justified and judged to be uncollectible will be 
vvrittcn off by June 30. 2003. 

Recommendation No. 4: We recom1nend that USAl0il\.1ali in coordination \Vith the U. 
5. E1nbassy/l3a1nako d\.'velop procedures that utilize otho.;r 111-.;1hods of pay1ncnl \vh-.;n 
possible such a,; payinents made directly to the supplier and giving only pa11ial advances 
until supporting docu111cntatio11 is received. 

Action Taken: The Controller has discussed these options \Vith the Embassy SSH staff 
and they have agreed they will actively search for opportunities to apply this suggested 
approach for altc1nativc pay1nent methods. These payment options arc also spelled out in 
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the Special Self Help (Juide, \vhich th~ E1nbassy SSH Coordinator has agreed to refer to 
more frequently. Fonnal guidance was given to LJSAID OFM staff via 0Ffv1 Notice 
2003-0 I. 

\'./e believe all required action has been taken to resolve thi& recorn1nendation and request 
RIG/Dakar close Recommendation No. 4 accordingly. 

Recommendation 5: \\1e reco111mcnd that USAJI)/Mali develop procedures that require 
pro for1na invoices to support requests for full advances to Self-Help grantees \vh,;:n a full 
advance is the n1ost appropriate 1netho<l of paytnent. 

Action Taken: This requirement is discu5sed in the Special Self-Help Ciuidc. As such, 
the SSH l~oordinator has no\v agreed to ensure, effCctive immediately, that all grantees 
will provide pro fonna invoices with their respective advance rcqursts. The Controller 
has instructed the USAID voucher ..:xa1nination staff to ensure that all SSH advance 
requests are supported v.•ith the proforma invoices before processing any payn1ents. 
Formal guidance was given to USAID OF!vl staff via OFM Notice 2003-01. 

Since early Noven1ber 2002, OFM/Ban1ako has been receiving advance requests from the 
grantees 1.vith the required pro fonna invoices attached. 

\\:e believe all required action has been taken to resolve this reco1n1nendatio11 and request 
RIG/Dakar close Rccon1111..:ndation No. 5 accordingly. 

Recommendation No. 6: \Ve rccom1ncnd that lJSAJl)/Mali, in coordination 1,vith the U. 
S. E1nba5syiBamako, dctcnninc the recoverability of the advances totaling Sl5,391 for 
the five non-existing projects: if the advances arc determined to he unrecoverable, write· 
off as appropriate-. 

Action Taken: The SSH Coordinator and the USAID/Controller traveled to Ti1nhuktu to 
vcrif the allc related to these five advances. 

The U.S. Embassy 1.vill pursue all possible 
legal action against , if and 1,vhen he can be located, H01.vever, it is highly 
unlikely these advances \Vil! ever be either partially of fully recovered. The cost of 
further efforts to collect these funds \vill 1nostly likely greatly exceed any potential 
recovery. TheretOre. the lJS.ATD Controller has 1,vritten off these advances via J\I # 688-
03-115 - and based on the action 111e1110 concun·cd by the A111bassador and 
signed by the USA ID Mission Director-. 
Deleted Relates to 1natter not included in final report. 

We believe all required action has been taken to resolve this recotnmendation and request 
RICJ 1!)akar close Recom111cndation No. 6 accordingly, 

Recomrnendatio11 No. 7: V./e recotntnend that USAID/Mali coordinate \\'ith the 
E111bassy's Self~~Iclp c:oordinator to develop procedures that incorporate all required 
infonnation into future self-help activity agrce1ncnts. 
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Action Taken: Subsequent to the audit, the US.A.ID C'ontroller has reviev.:ed this 
rcquircinent, also described in the Special Self-Help Guide, ""ith the SSH c:oordinator 
and the USAID accounting staff All parties have agreed to follo\V 1nore closely the 
instructions in ihe Field Ciuide .. A..s an internal control rneasure, the lJSAJf) accounting 
&talThas been instructed to rcYicv .. all l1C\.\' A\vard Agrcc1ncnt& to en&urc all required 
clcn1cnts arc Included before a funding citation is provided. It should also he noted, the 
LlSAID Regional Legal Advisor has been perfonuing the same function when provided 
tin1ely advance drafts of proposed agrcc1ncnts. Fonnal guidance \vas given to USAID 
OFM staff via OFM Notice 2003-01. 

\Ve believe all required action bas been taken to resolve this rccom1nenrlation and request 
RICI/Dakar close Rcco1n1nendatlon No. 7 accordingly. 

Please advise the inission of your decisions on the above reco1nn1enJa tions at the earliest 
opportunity. If you require any additional inforn1ation. please let us kno\1.1

• 
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US AID 
OFFICE OF INSPECTOR GENERAL 

Follow-up of Recommendation No. 2, Audit of 
USAID/Russia's Monitoring of American International 
Health Alliance's Perforn1ance (Report No. B-118-03-
002-P) 

Audit Report No. 8·118-05-001-P 

March 11, 2005 

U.S. Agency for International Development 
Budapest, Hungary 
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~)jUSAID l-~- Ji ~~~; FROM THE AMERICAN PEOPLE 

O.ffice o.f' Inspector General 

MEMORANDUM 

DATE: March 11, 2005 

TO: USA ID/Russia Missioo Director, Terry Myers 

FROM: Regional Inspector General/Budapest, Nancy J. L.awton Isl 

SUBJE.CT: Follow~up Audit of Reco1nrnendation No. 2 fro1n Audit Report 
No. B-118-03-002-P, Audit of USAID/Russia's Monitoring of 
A1nerican International Health Alliance's (AIHA) 
Performance \Report No. B-118-05-001-P) 

This n1e111orandu1n u·ansn1its our final report on the subject audit. In 
finalizing the report, we considered your comments on our draft report and 
have included your response as Appendix II. 

'J'he report contains no recom1nendations, 

I v.1ant to express n1y sincere appreciation for the cooperation and courtesies 
extended to n1y staff during the audit. 
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Summary of 
Results 

Background 

Audit Objective 

In an April 2003 audil repo11, RIG/Budapest reco1nn1endt:d that USAID/Rus:>..ia ta.ke 
actions to ensure that the quarterly reports of one of its in1plen1enting partners, 
An1erican International Health Alliance (AIH,<\) included consistent and con1parablr 
data related directly to AII·IA' s activities. 

In response to the audit recon1n1endation, LfSAID/Russia initiated appropriate efforts 
to itnprove the quality of data subtnitted by AIHA. These efforts justified final 
uction on the n!co1nn1endation. 

AIHA's Health Partnership Progran1 is designed to support USAID/Russia's 
effort to in1prove the effectiveness of prin1ary health care services. with special 
attention to the health or women and children and to improving disease prevention 
and control practices. 

Our April 2003 audit report detern1ined that USAID/Russia was adequately 
nlonitoring AIHA'~ perforn1ance. However, in testing data in AIHA'ii quarterly 
report to the l\1ission, \Ve found that not all reported data \vas accurate, consistent 
and comparable. To address this problem, the audit report included the following 
reco1n1nendation: 

Reco1nmendation No. 2: We recom1nend that USAID/Russia notify 
An1erican International Health Alliance of the problems identified with 
data quality and require that future quarterly reporting include 
con:iistent and co1nparable data related directly to AIHA's activity. 

In accordance \Vith the Office of ~1anagen1ent and Budget's Circular No. 
A··50 and Office of Inspector General audit policy. vve selected 
Recomn1endation No. 2 for follo"v-up becau:ie it specifically dealt with 
activity monitoring and perforn1ance evaluation. The purpose of our 
reco1nn1endation fnllow~up was to ensure that n1anagernent actions have 
corrected or are correcting the defil:iencies identified in the audit report. 

This audit was part of the Office of Inspector General's fiscal year 2004 Annual 
Plan and was conducted to pro1note i1nproven1ents in the \Vily USAID n1anage:-. 
for results, including planning, n1onitoring, and reporting on developrnent 
activities. 

'I'he audit was conducted to answer the following question: 

Did USAID/Russia take corrective actions to justify final action on 
Recommendation No. 2 of Audit Report No. B-118-03-002-P 
of April 9. 2003? 
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Audit Findings 

The s<.:ope and n1ethodology of this audit are detailed in Appendix I. 

USAID/Russia took appropriate co1rective actions to justify final action on 
Recon1n1endation No. 2 of the April 9, 2003 audit report. 

In co1nrnents to the report. USAID/Russia stated that the Mi.ssiou has notified 
AIHA, both verbally and by n1e1no, of the proble1ns identified \.Vith data quality. 
The :tvlission infor1ned AIHA that lTSAID required future AIHA quarterly reports 
to include consistent and cornparable data related to each activity. Also, 
according to the Mission, USAID/Russia and All·IA had jointly conducted a 
thorough data quality assessment during the develop1nent of and prior to the final 
approval of a revised Monitoring & Evaluation (M&E) plan. 

The Mission further stated that during regular field trips. LlSAID/Russia health 
officials n1oni1or program in1ple1nentation and. as part of routine procedures, 
check and ve.rify to the extent possible both the qualitative and quantitative data 
sub1nitted by AIHA to USAID on a quarterly basis. According to the Mission, in 
all cases when inconsistencies or inaccuracies are revealed. AIHA is infor1ned and 
required to provide claririca1ion. 

During our follov•/MUp review, Vv'C confir1ned that USAID/Russia and AIH,.\. had 
revised the AIHA M&E plan in light of the concerns raised by the OIG audit. As 
part of this process, the Mission and AIHA developed Russia-specific 
perforn1ance indicators for 'N"hich data \i.1as readily available and which 
corresponded to the 1najor activities supported by USA ID/Russia. 

As a result of these efforts, AIHA and USAID/Russia i1nplemented a revised 
quarterly reporting for1nat which presented consistent and co1nparable data related 
to the ne\\1 indicators. Our review of four quarterly reports fron1 the period July I, 
2003 through September 30, 2004 showed that AIHA consistently used the 
agreed-upon indicators to report on activity progress. 

We also reviewed selected USAID/Russia trip monitoring reports and found that 
!viission staff routinely checked and verified health progra1n indicator data for 
co1npliance 1,.vith USAID data quality standards. When data quality proble1ns 
were, identified, Mission statl expeditiously contacted All-IA to seek 
i1nprovements. For example, folloVv·ing a site visit to AIHA-supported clinics in 
Sa1nara, USAID staff noted that clinics \Vere using different n1ethodologies for 
collecting data on contraceptive use. Si1nilarly, 1.tafl noted that the clinics were 
not consistently reporting the number of participants in patient education courses. 
Shortly after the con1pletion of the n1onitoring trip. the Mission staff reported 
these and other data conccrni> to AIHA for correction. 
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Evaluation of 
Management 
Comments 

In response to our draft audit report, USAID/Russia provided written comments 
that are included iu their enlirety in Appendix IL The I\1ission agreed v.1ith our 
findings. 

7 
97of145 



(This Page Intentionally Left Blank) 

8 
98of145 



Scope and 
Methodology 

Appendix I 

Scope 

The Regional Inspector General/Budapest conducted this audit in accordance \Vith 
generally accepted governn1ent auditing standards except that the audit scope was 
li1nited to collecting sufficient infortnation to deter1ni11e if USAID/Russia took 
corrective action-; to justify final <iction on Reconunendation No. 2 of Audit 
Report No. B-118-03-002-P of April 9, 2003. 

In planning and pcrfonning the li1nited scope audit, lh'C considered relevant prior 
audit \Vork cornpleted in Russia. We <lid not assess rnanagement controls related 
to the activity or confirm, through an exa1nination or source docu1nentation, the 
validity of reported data. 

\\'e conducted the lirnited scope audit at USAID/Russia, located in Moscow, 
Russia. The audit fieldwork wail conducted from October 4 through Decen1ber 
22, 2004. 

Methodology 

To ans\vcr the audit objective, \VC obtained and rcvie\ved AIHA's revised 
Monitoring and Evaluation Plan and related correspondence. We evaluated 
changes to the reporting format and revie\ved re\'iiied quarterly reports fro1n the 
period July !, 2003 through September 30, 2004 to determine if the new reporting 
formal \Vas being con:;.istently used. We also obtained and reviewed selected 
lJSAID/Russia trip 1nonitoring reports to detennine if Mission staff verified 
health progra1n indicator data for con1pliance with USAID data quality standards. 
Finally, we obtained and reviewed cotTespondence to dete1mine if identified data 
problems \Vere being communicated to AIHA for appropriate action. 
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Appendix II 

Management 
Comments 

Local 
Address: 

Telephone: 

United States Agency for International Development 

USAI D/Moscow 
19/23 Novinsky Bulvar 
Moscow 121099, Russia 

7 - 095 - 728 5000 

U.S. 
Mailing 
Address: 

Fax: 

American Embassy I Moscow 
PSC 77 USAID 
APO AE 09721 

7 - 095 - 960 2141 ! 42 

February 14, 2005 

Regional In~pccror Gcn1~ral, B11dap1~st, N11ncy Lawton 

FROM: Nlission Director, USAID/Ru~~ia, Terry Nlycrs Isl 

SUBJECT: Fullo\~'·UP Audit of Rccon11ncndation No. 2 fron1 Audit Report No. B· 118·03 ·002·P, Audit of 
USAID/Russia's Monitoring of i\1nerican International Heal!h Alliance's (AIHAJ Perforn1ance 
(Report No. B-118-05-00X-P) 

LTSAID/Rus~ia agrees v.·ith the finding and thanks RIG/Budapc~t for its cooperation vvith the Nlissiun's staff. 

cc: USAID/Russia, Director, Office of Health, Betsy Bro\vn 
USAID/Russia, Project Manageinent Specialist Office of Health, Natalia Vozilanova 
USAID/Russia, Controller. Elizabeth Chambers 
USAID/Russia. Financinl A .. nalyst, Julia Kostkinu 
USAll)/Ru~~ia, Financial Annlyst, lrinn Veselieva 
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US AID 
OFFICE OF INSPECTOR GENERAL 

Quick Response Audit of the Liquidation of Expenditures 
under Grant No. 649-0141-G-00-4002-00 under Report No. 
0-000-01-007-F 

Audit Report (Report No. 0-000-01-007-F) 
February 1, 2001 

U.S. Agency for 
International Development 

l!Lftiilj 
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ll.S. AGE'.'JC'Y FOR 

Jr-·TER'."AT!Or\AL 

DFl!r·I (lf'lvTF.r\T 

MEMORANDUM FOR CFO, Michael T. Smokovich 

FROM 

SUBJECT: 

JG/A/FA, Alvin A. Brown 

Quick Response Audit of the Liquidation of Expenditures under Grant 
No. 649-0 l 41-G-00-4002-00 under Report No. 0-000-01-007-F 

This rnen1orandum audit report is our report on the liquidation of expenditures processed 
under Grant No. 649·0141·G·00·4002·00. In respon~e to rnatter~ brought to our attention on 
October 26, 2000, we have conducted a Quick Response Audit of the $4,010,082 liquidation 
of expenditures proi.:essed under Grant No. 649-014 I -G-00-4002-00. 

Thi& audit was perforn1ed to deter'1nine \Vhether USAID's Office of Financial Managen1e11t 
follo\ved adequate internal controls to process program advance vouchers sub1nitted by the 
World Food Program under Grant No. 649-0141-G-00-4002-00. We determined that 
USAID'& Office of Financial J\1anagement did not follow adequate internal controls to 
process progran1 vouchers subrnittcd by the \.Vorld Food Progran) under 
Grant No. 649-0141-G-00-4002-00. 

'!"he intent of this report was to present this issue to you, as curly as possible, so that your 
n1anagcrs can implerncnt tin1cly corrective action. V'./c will follo\v~up on the 
reco1nn1endation included herein during our audit of LlSAJD's 2001 financial statements. 
Also, we intend to perfor1n additional \Vork on the voucher approval and payment process to 
deter1nine if there are any other n1isstate1nents that should have been reported. 

Vv'e have received and considered the CFO's response to our draft report and its 
recom1nendation. We n1ade one reco1nn1endation for USAlD's 1nanage1nent action, Based 
on your con1111ents, \Vi;: a<.:cepted your <le\.'.ision as 1nanagi;:n1ent dei.:ision. Please furvvard to 
1ne all inforn1ation on your reque&t to the OITice of Manage1nent and Planning and 
Innovation for acceptance or the final 1nanage1nent action related to the reco1nn1endation. 
\Ve have included your con11nents in 1\ppendix IL 

I \vould like to express iny sincerest appreciation for the courtesies extended by your starr to 
the auditors, 
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Background 

On October 26, 2000, the Office of Inspector General (OIGJ was informed that USAID's 
Office of Financial Management (M/FM) had i1nproperly processed vouchers totaling 
$4,010,082, 

Effective Junt: 1, 1994, lJSAID awarded $2 n1illio11 to the World Food Progran1 Son1alia 
(WFP/Sornalia) under Grant No, 649-0141-0-00-4002-00, This grant \Vas funded through 
the Letter of Credit Support Sy~ten1. In accordance with this agreen1ent, USAID would 
provide funds to WFP/Son1alia for l1n1nediate cash dishurse111ents, upon request. In return, 
WFP/So1nalia \vould provide quarterly Financial Status Reports for activities carried out 
under this grant and \vould account for funds expended to enable USAID to liquidate the 
obligation established for this grant. WFP/So1nalia ~1 ould also provide Federal Cash 
Transaction Reports to US,.\ID's Cash l\1anagement Branch (AID/1\1/CMP) on a n1onthly 
ba~ds. The forn1er USAID Son1alia Mission Director. or his designee, was the project officer 
rei>ponsible for the project management over this grant. Thei>e responsibilities required the 
project 1nanager to serve as the liaison with \\iFP/Son1alia, review project reports, and 
provide general project monitoring. 

The granl agreen1ent was amended on Septen1ber 16, 1996, to increase the funding to 
$4,010,082 and to extend the period of the grant from June 30, 1996, to June 30, 1997, The 
Wf'P/Somalia requested and received the additional S4Jl10.082 as authorized by the 
agreen1ent. 

Audit Objective 

Our audit was initiated in response to a request sub1nitted by the for1ner USAID So1nalia 
Mission Director on October 26, 2000, to revie\v the approval and payment process for 
vouchers sub1nitted by the World Food Program under Grant No. 649~014l~G~00~4002~00. 

The objective. or this audit is: 

Did USAID's Office of Financial Management follow adequate internal controls 
to process program advance vouchers submitted by the \Vorld Food Program 
under Grant No. 649-0141-G-00-4002-00? 

Because of the urgency of this report, the scope of our audit was lirnited to the revie~· of the 
specific vouchers in question for this grant. Sec Appendix I for a discussion of the scope and 
n1ethodology for this audit. 

104of145 



Audit Finding 

Ilid USAID's Office of F'inancial Managcrncnt follow adequate internal controls to 
process program advance vouchers submitted by the World Food Program under 
Grant No. 649-0141-G-00-4002-00'/ 

We detern1ined that lJSAID's Office of Financial Managen1en1 did not follow adequate 
internal controls to process progran1 vouchers subn1ittcd by the World Food Progra1n under 
Grant No. 649-0141-G-00-4002-00. According to the Office of Financial Management. the 
vouchers \Vere mistakenly processed during an exercise undertaken to process all vouchers 
on hand. As a result, LISAID's ()fficc of Financial l'vfanagcmcnt overstated advance-related 
expenditures by recording approximately $4,010,082 of disapproved vouchers in its general 
ledger. USAID procedure states that concurrent with this proce~sing of progran1 vouchers 
they for\vard one copy of the progra1n voucher to the project office to obtain the required 
Project Officers adn1inistrative review and approval. 

Refer to the chronology of events belov.1 : 

• On January 6. 1998, the forn1er USAID Somalia Mission Director, Grant Project Officer, 
infonned the World Food Program that he disapproved vouchers totaling $4,010,082 
submitted under Grant No. 649-014 l -G-00-4002-00 and returned them to the VS AID 
Office of Financial Nlanagement. The vouchers \Vere disapproved because the World 
Food Progra111 did not sub1nit requested detailed financial infonnation to the for1ner 
USAID Sornalia Mission Director in accordance V.'ith the financial reporting 
requirements outlined in the grant agreetnent. 

• On January 23, 1998, the forrner USAID So1nalia Mission Director. directed USAID"s 
Cash Manage1nent Branch to adjust the Letter of Credit by reversing the expenditures of 
S4,010,082 and re-establish the outstanding advance. The for1ner USAID So1nalia 
l\1ission Director inforn1ed the Cash l\1anagcmcnt Branch that he \vould give WFP 
another 30 days to subrnit nc\v vouchers that conforn1 to the tcrn1s of the grant. The 
entire $4.010.(J82 of funding \Vas to be de-obligated if WFP/Son1alia did not submit ne\v 
vouchers confirming their expenditures. 

• On January 23. 1998. per the former US,i\ID Somalia Mission Director's request. 
USAID's Cash Managemenl Branch prepared a voucher and schedule lo record a 
correction for errors that ~'ould reverse all previously processed vouchers totaling the 
S4,010,082 under the grant. The reversal of the S-1,0 l 0,082 \Vas posted to the general 
ledger on February 4. 1998. 

• On March 4, 1999, USAID's Cash l\1anagernent Branch reprocessed the disapproved 

vouchers valued at $4.0 l 0,082. 

• In December 2000, the 010 brought these matters to the attention of the USAID Office 
of Financial tvlanage1nent 
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Recommendation No. 1: .We recommend that USAID's Oflice of Financial 
Management reverse the disapproved vouchers and re-establish the $4,010,082 
as an outstanding ad,·ancc. 

l\1anagement Con1ments and Our Evaluation 

In con11nenting on our draft audit report and its reco1nn1endation::., the Chief Financial Officer 
has agreed \vith our audit findings and recon1n1cndation. The lJSAID Office of Financial 
l\fanagernent will reverse the expenses and reestablish the $4,010,082 advance. 
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SCOPE AND METHODOLOGY 

SCOPE 

APPENDIX I 
Page I of I 

We conducted our audit in accordance with generally accepted auditing standards that require 
that \Ve plan and perform the audit to obtain reasonable assurance about whether the advance 
accounts audited are free fron1 1naterial tnisrepresentation. 

Our audit \Vas initiated in response to a request subn1itted by the for1ner USAlD Mission 
Director on October 26, 2000, to review the approval and payment process for vouchers 
subn1ittcd by the World Food Progratn under Grant No. 649-0141-0-00-4002-00. We 
obtained an understanding of the voucher approval and pay1ncnt policies and procedures for 
progran1 advances and related internal controls. f'urther, we determined whether US.i\ID 
co1nplied ¥iith its policies and procedures and related internal controls. 

Because of the urgency of this repo11, the scope of this audit is lin1ited to a revie\v of 
vouchers totaliug approxirnately S4,010,082 sub1nitted under World Food Prograrn (Jrant No. 
649·014J.G.o0.4002·00. We relied on information provided by USAID, and the former 
US1\ID 1.1ission Director and Grant Officer and the Office of Financial Manage1nent 
personnel. 

INTERNAL CONTROL TESTING 

Due to the limited scope of this audit, internal control testing \Vas lin1ited to those control11 
used 10 process and approve vouchers totaling approxi1nately $4,010,082 subn1itted under 
Vv'orld Food Progra1n Grant No. 649·0141·0·00·4002·00. We have assessed the overall 
audit risk and 1nateriahty level at low in regards tu the overall effect on the financial 
staten1ents. We intend to perforn1 additional \vork on the voucher approval and payment 
process to deter1nine if there are any other nlisstaten1ents that should have been reported in 
our fiscal year 2001 audit. 

l\llETHODOLOG Y 

In accomplishing our audit objectives, \VC rcvie\\1ed the voucher approval and payn1ent 
policies and procedures and applicable internal controls for progratn advances, and 
conducted interviews with personnel fro1n the USAID Office of Financial Manage1nent. In 
addition. \\'e revie\ved correspondence bct\\1ccn the lfSAID Office of Financi<il J\1anagcmcnt 
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and the former LTSAID So1nalia Mission Director. Grant Officer, and revie\ved vouchers 
processed under Grant No. 649-014 l-G-00-4002-00. 
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APPENDIX II 
Page I of I 

CF"~~~~~~~~~~~~~~~~~~~~~~ 

116f+jilj 
USAID MANAGEMENT COMMENTS 

U.$. ffiENCY FOR 

INTERNATIONAL 

DEVELOPMENT 

MEMORANDUM 

TO: IG/A/FA, Alvin A. Brown 

FROM: M/DCFO, Elmer S. Owens 

Date February 1, 2001 

SUBJECT: Quick Response Audit of Liquidation of Expenditures Under Grant No. 
649-0141-G-00-4002-00 

We reviewed your draft report on the subject audit. We reversed the 
expenditure covered by the disapproved advance liquidation vouchers and 
reestablished the $4,010,802.00 advance. 

Cc: M/CFO, S. Owens 
M/PE, Marcus 
M/OP, Mark Ward 
M/MPI, c. Turner 
M/FM, D. Ostermeyer 
M/FM/CMP, R Leonard 
M/FM/CMP, J Dubious 
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l\-IEMORANDUl\-1 

Report No. 6-294-01-001-P 
October 22, 2000 

TO: USAID/West Bank and Gaza Director, Lan·y Garber 

FROl\.'1: Acting RIG/Cairo, 'Thomas C. As1nus 

SUBJECT: Audit ofUSAID/West Bank and Gaza's Implementation of the Federal 
Managers' Financial Integrity Act 

This is our final report on the subject audit. \Ve reviewed your con11nents to the draft 
report and have included them as Appendix IL Based on the Mission's co1nments, we 
consider that final action has been taken on the report's four reco1nrnendations and, 
hence. they are closed upon report issuance. 

I appreciate the cooperation and courtesies extended to n1y staff during the audit. 

Background 

The Federal Managers' Financial Integrity Act of 1982 (FMFIA) establishes requircn1ent~ 
with regard to n1anagerneni accountability and controls. This law encotnpasses progran1, 
operational and adn1ini~trative areas a~ well as accounting and financial manage1nent. 
lhuler the authority of the FMFTA, the Office of f\1anagement and Budget (OMB) issued 
Circular No. A-123 1 to provide detailed guidance for federal managers to use in designing 
1nanage1nent structures that help ensure accountability and include appropriate cost~ 
effective i..:ontro\-;. 

The F!\.1FIA atso requires the LT.S. General Accounting Office (GAO) 10 issue standards 
ror internal control in the U.S. Govemme-nt. Fundan1entally, 1nanagers use a variety of 
controls, such as the policies and procedures that enforce nlanagement directives, 10 
provide reasonable assurance that an agency can 111eet its objectives. These control 
activities help ensure that 111anagen1ent takes action to address the risk factors that 
jeopardiLe an organization's achieve1nent or its goals. Certain categories or control 
activities are com1non to all agencies and include .appropriate docu1nentation and the 
proper execution and accurate and tiinely recording of tran~actions and events. 

01\1113 Circular A-123. :Vtanagcn1cnt Acrountability and Control. 
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OMB Circular No. A~ 123 states that n1anagement controls are the organization, policies 
and procedures u::.!.:d to reasonably ensur!.: that: 

• Programs achieve their intended results. 
• Resourcet. are used consistent with agency n1ission. 
• Programs and resources arc protected fro1n '.vastc, fraud and 1nismanagcment. 
• La\.vs and regulations are follo\ved. 
• Reliable and tilnely information is obtained. maintained, reported, and used for 

decision inaklng. 

In addition, the Circular provides guidance to federal rnanagcrs on irnproving the 
accountability and cffc(:tivcness of federal prograrns and operations, 

USAID Automated Directives Systc1n Chapter 596, tvtanagc1nent Accountability and 
Control, (ADS 596) also provides policy and procedures for establishing, assessing, 
reporting on, and correcting 1nanagcn1cnt controls under the FMFIA and ()t\18 Circular 
No. A-123, Finally, the lJSAID Bureau for Managcn1ent, ()fficc of Management 
Planning and Innovation (M/l\.1PI) provides additional guidance for assessing the 
adequacy of 1nanrigcn1ent controls and annual instructions for reporting the status of 
managc1nent controls. 

Audit Objectives 

The Office of Regional Inspector General/Cairo riudited lTSAID/West Bank and Gaza as 
past of the \vorldv.·ide audit to analyze the extent to \:vhich USAID has established a 
manage1nent process that satisfies the requirements of the Federal !\llanagers' Financial 
Integrity Act. The specific audit objectives v.1ere: 

• 

• 

• 

Has USAIDM'est Bank and Gaza established management controls and 
periodically assessed these controls to identify deficiencies in accordance with 
the Federal Managers' Financial Integrity Act and related regulations and 
guidance'! 

Has USAID/\\'cst Bank and Gaza reported material \\'cakncsscs in accordance 
with the F'ederal Managers' F'inancial Integrity Act and related regulations and 
guidance? 

llas lJSAID/W'est Bank and Gaza taken timely and effective action to correct 
identified management control deficiencies in accordance '''ith the Federal 
l\1anagers1 Financial Integrity Act and related regulations and guidance'! 

Appendix I includes a discussion of the audit scope and 1nethodology. 
2 
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Audit Findings 

Has USAID/W est Bank and Gaza established management controls 
and periodically assessed these controls to identify deficiencies in 
accordance with the Federal Managers' Financial Integrity Act and 
related regulations and guidance? 

USAID/West Bank and Gaza generally established 1nanagen1ent controls and periodically 
assessed those controls to identify deficiencies in accordance with the FMFTA and related 
regulations and guidance. Hov.1ever, the !v1ission's assessn1ents did not identify all the 
\veaknesses the Mission \vas aware of. and certain 1nanagen1ent control checklist 
questions \Vere not ans\vered or fully anS\\'ered. 

The FMFIA and OMB Circular No. ,i\w 123 provide- guidance for agencies and tnanagers 
to establish 1nanagen1ent controls and to periodically assess the adequacy of those 
controls. Further, .A.DS 596 instructs n1issions and nianagers to: 

• appoint a Managen1ent Control Official (MCO) to over~ee and coordinate 
1nanagemcnt accountability and control issues within the mission, 

• ensure that appropriate and cost~effective 1nanage1nent controls are established, 
• continuously perfor1n managcn1ent control assessments in accordance \Vith 

instructions issued by IYl/MPI, and 
• establish a Manage111ent Control Review Co1n1nittee (~1CRC) to assess and monitor 

deficiencies in n1anagernent controls. 

1V1oreover, lV1f!'vlPI annually provides guidance to 111issions for conducting Fl'vlFIA 
reviews. This guidance instructs missions to supple1nent 1nanage1nent's judgment in 
assessing the adequacy of 1nanagen1ent controls \vith existing sources of infor1nation, 
such as: 

• Knov.,ledge gained fron1 daily operation of US;\ID progra1ns and syste1ns. 
• Manage111ent reviev.'s. 
• Office of Inspector General and (JAO reports. 
• Program evaluations. 

MfMPI also has provided Manage1nent Control Checklists to assist in conducting the 
reviews. The fiscal year (FY) 1999 Checklist contained 189 control techniques extracted 
frotn the ADS, as shown in the following table. 
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CONTROL TECHNIQUES 

CATEGORl' NUMBER 

Program A.1·si.1'ta11cc 42 

Orga11i::atio11 il:lanage111e11t 7 

Adn1i11isfrt#iYc Ma11agc111c111 38 

" 52 

Acqui~itio11 and Assfa•tt111ce 42 

Audit il1.a11age111e11t and Resolrttion 5 

Other 3 

TOTAL 189 

Generally, the Mission follovved ADS policies and prol'.edures on establishing 111anage1nent 
controls and assessing their adequacy. When dee1ned necessary, the Mission issued rnission 
orders to cornpletnent or further clarify the ADS and to establish any needed policies, 
procedures and systen1s. For exarnple. in August l 999, it issued a n1ission order 
establishing a travel reimbursement policy for authorized travel in Israel. including the West 
Bank and Gaza, and Jerusalen1. Also. in February 2000, the Mission issued an order2 to 
establish procedures and responsibilities for implementing the Audit Manage1nent 
Resolution Progra1n (A:Lv1RP), \Vhich. atnong other things, fo11nally established the 
Mission's MCRC. 

Prior to February 2000, the Mission had not established an lVICRC. However, in 
co1npleting its FY1999 and FY1998 f'h1f'IA assess1nents. USAlD/West Bank and Gaza 
had inforn1ally established an MCRC and designated the Controller as the Audit 
11anage1nent Officer. The FY 1999 f'Mf'IA assei>stnent ¥/as perforrned and revie\ved by 
this MCRC that consisted of staffs fron1 the financial n1anage1nent office, executive 
office, contract office, progra1n office and deputy director's office. The heads of those 
offices co1npleted various parts of the :tvi/MPI checklist on control techniques. 

Each 1ne1nber of the MCRC detennined whether the controls in their areas of responsibility 

' · rvJissitltl Order No. 6. Manugcrncnt Control and Rcvic\V Con1111ittcc. 
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\Vert' ::.atisfactory, and a consolidated checklist \Vith all the n1en1ber::. · responses was 
circulated for co1n1nenL All MCRC 1ne1nbers revie\ved the FY1999 FMF'IA assess1nent, 
discussed the control let:hniques, and detern1ined \vhich identified in1ernal control 
deficiencies \vere material. The members concluded that there were four 1naterial 
weaknesses in FY1999. 

Although the Mission appropriately established 1nanage1nent controls and periodically 
assessed those controls, it should have taken a 1nore thorough, bt'tter~organiLed approach 
in completing its FY1999 FMFIA assessn1en1. Our audit noted two areas that need to be 
improved for future as.sessn1ents: identification of control \veakness.es, and answe1ing 
inanagement control questions. 

Identify All Weaknes:ses 

The GAO Standards for Inte111al Control in the Federal Goven11nent (GAO Standard) states 
that 1nanage1nent needs to con1prehensively identify risks. Also, OMB Circular A~l23, 5 

states that nlanager::. i.>hould continuously n1onitor and in1prove the effectiveness or 
inanagement controls associated with their progran1s and detennine the appropriate level or 
docun1entation needed to support their assessn1ent or risk. Lastly, ADS 596 requires 
continuous 1nanage1nent control assessn1ents. 

As part of its control systen1, lTSAID!\V't>st Bank and Gaza asse::.sed its inte11u1l 
111anagernent controls in accordance with the ins.u·uctions fron1 USAID/Washington, and 
ADS 596. Ho\veve-r, for undetern1ined reasons, the Mission did not identify certain 
additional weaknesses, not in the Managen1ent Control Checkli~t, that it was aware of. 
Also, certain other weaknesses Vv'ere noted but not considered to present enough risk to 
require correction. 

For exan1ple, just prior to the F'{ 1999 Ff..1FLI\ assess1nent, RIG/Cairo conducted a survey 
of ce11ain issues dealing with coustructiun contracts iu the Gaza Strip. One of the issues, 
identified by the Mission, was that key e1nployees paid for under a fixed price contract 
apparently were also charging their costs to cost reimbursable or other contract~. At the 
conclusion of our survey \Ve briefed the l\-1ission that ce11ai11 ernployees under a fixed 
price contract were in fact charging a pot1ion of their ti1ne to a Mission cost reitnbursable 
contract. However. while v.1e verified that a probletn existed, the !vlission did not report 
the weaknesses in its FY 1999 Frv1FIA assessn1ent. Hence the weakness was not included 
in the Nlissiun's tracking ~ystetn to assure that the 1natter was properly resolved. The 
GAO Standard state-; that one of the ri..;k i<lentific<ition 1nethods is the consideration of 
findings frorn audits and other assess1nents. By nut cornprehensively identifying and 
following~up on the repotied managen1ent control issues, the Mission did not con1ply v.1ith 
GAO ~tandards on internal control. 

5 OM13 Circular A-123. Pan lll. A~~cs~in£ and hnproving J\.1anagc1ncnt Control. 
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In another exan1ple, the ~1i~sion did not consider a FY 1999 ~1anage1nent Control Checklist 
ite1n related to audit 1nanage1nent plans to be signiricant enough to require correction. /\DS 
'."91 requires an audit inanage1nent plan and statt:s that a copy of the plan should be provided 
to the cogniLant RIG office. USAID/West Bank and Gaza is accountable for base funding 
levels or $85 million and $100 million for fiscal years 2000 and 2001, respectively. 
Further. in addition to these base assistance levels. the U.S. Govern1nent as a result of the 
Septe1nber 1998 Wye River Me1norandu1n. has pledged a further S400 1nillion in assistance 
to the Palestinians over a three-year period (Fl:' 2000-2002). An audit is one of the tools 
that can help ensure that funds are used properly, and audit plans help coordinate 
Washington and rield efforts to assure that required audits are done. By not preparing and 
sub1nitting the audit plan to the cogniLant RIG office, the Mission is not in compliance with 
ADS 591. 

An organited approach in identiCving all nlanage1nent control issues that nlanagers beco1ne 
aware or would allo\v n1anage1nent to protnptly evaluate and detern1ine prope-r actions in 
response to known deficiencies, and reported audit and other findings. Also, with an 
organized app1\1ach, manage1nent should be able to ti1nely co1nplete all actions to resolve 
deficiencies brought to its attention. To help the Mission identify and cun·ect all 
weaknesses, Vv'e are nlaking the following reco1nmendation. 

Recon1mendatio11 No. 1: \Ve recomntend that USAID/\Vest Bank and Gaza 
revise its l\fission Order No. 6 to require the Manage1nent c:ontrol Review 
Committee to (a) diS\'.USS and doc11ment the identification of all new 
management control w-eaknesses it becomes aware of and (b) determine proper 
corrective actions in response to such new weaknesses. 

,i\ns\Yer All l\fanagen1e11t 
Control c:hecklist Ouestions 

l\11/MPI provided detailed instructions and guidance (Or conducting and reporting on the 
FY1999 and FY1998 assessn1ents, According to those instructions, nlissions were to 
provide a certification statement, an update on the status of each 1naterial \-veakness 
identified in the prior year, and a description or any new, uncotTected 1naterial weaknesses 
identified in the current year. The G/\O Standard states that "Internal control and all 
transactions and other significant events need to be clearly docun1ented. and the 
docutnentation should be readily available ror exa1nination." The Controller's orfice 
111aintained the completed 1nanage1nent control review checklists for FY s 1999 and 1998. 
llowever, our audit noted that certain questions on the checklist were either partially 
ans\-vered or not answered at all, possibly because the Mission had not assigned 
responsibility to a specific office or the MCRC to assure the checklist \Vas fully answered 
belOre certifying to the adequacy of the ~lission's controls. Follo\ving are son1e exan1ples 
of partially answered or unanswered questions: 
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• For FY 1998, questions concerning procedures for handling sensitive but unclassified 
information \VCrc not fully ans\vcred. 

• For FYl 998, the Mission did not answer the entire section on Organization 
~1anagen1e-nt, 

• For FY1998 and FYJ 999, the question concerning contractors maintaining accountable 
property records for Federal Information Processing resources \Vas not ans\vc:;:red in 
either checklist. 

• For FY1999, the question related to annual evaluation forn1s rellecting 1na11age111ent 
control responsibilities Vv·as ans\vered ''No'', without any explanation for its one~word 
answer. 

Mftv1PI staff said that it is clearly lJSAID's policy that 1na11age1nent control responsibilities 
be rellected in the annual evaluation foJms. They stated that the effective way to hnple1nent 
this policy would be to either create a separate work objective or ensure that \York ele1nents 
and perfoJmance appraisals reflect the effectiveness of the Mission's staff in establishing, 
assessing, correcting and reporting on inanagement controls. The Mission, by not 
implementing this policy, was in nonco1npliance with ADS 596.5.5. Fu1ther, we consider 
that an incon1plete Managernent Control Checklist could result in a inisleading FMFIA 
certificate provided to lJSAID/Washington, I.eaving certain Manage111ent Control 
Checklist questions blank, or providing one-\.\'Ord answers, are indicators or the Mission's 
noncotnpliance \Vith rvt/MPI instructions for conducting the FY l 999 F~1FIA assesstnent, 
ADS 596, and the GAO Standards for Internal Control in the Federal Goverrnnent. To 
help the Mi::.sion ensure that i1 responds to all n1anage1nent control questions, \Ve are 
inaking the following recorn1nendation. 

Recommendation No. 2: We recommend that lJSAID/West Bank and (;aza 
revise its ]\fission Order No. 6 to (a) include a designation of responsibilities 
for conducting the FMFIA revie'v to specific rviission staff or offices and (b) 
deter1nine the status of the l\-fanagement Control (~hecklist and dO('.Ument its 
completion. 

Has USAID/W est Bank And Gaza reported material weaknesses in 
accordance with the Federal Managers' Financial Integrity Act and 
related regulations and guidance? 

USAID/West Bank and Gaza evaluated its syste1n of internal accounting and 
ad1ninistrative controls for FYI 999 and identified four 1naterial 1,veaknesses. The Mission 
reported those four \veaknesses in its FYI 999 Fl\fFIA certification, dated October 22, 
1999. in accordance 1,.vith the FMFIA and related regulations and guidance. However, the 
Mission could have i1nproved its reporting by disclosing certain concerns that \Vere 
unresolved at the titne of the sub1nission of its F'Y"l 999 FMFIA cettification. 
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Report Unresolved 
Material \\i'eaknesses 

01\!IB Circular No. A-123 requires that a manage1nent control deficiency be reported if il 
is or should be of interest to the next level or 1nanage1nent. This allO\VS the chain of 
con11nand structure to detern1ine the relative ilnportance of each deficiency. Along these 
lines, ADS 596 and M/MPI's FY 1999 FMFIA instructions required that tnissions provide 
a certification staten1ent, an update on the status of each nlaterial \veakness identified in 
the FY 1998 revie\v, and a description of any new unco1Tected inaterial weakness 
identified in FY 1999, ll1 the cognitant Assistant Ad1ninistrator. 4 The certification should 
identify 1nanagen1ent control deficiencies determined to be 1naterial weaknesses, 5 

including those that are not con·ectable within the Mission's authority and resources. 
However, for so1ne undetermined reason, the Mission did not report a concern that, in our 
opinion. should have been reported as a tnaterial weakness. Also, it reported another 
n1aterial \veakne-ss as closed before the- problen1 was fixed. 

Palestinian Authority Tax - The l'vfission did not report the Palestinian Authority's 
value-added tax (VAT) issue as a material weakness in its FY 1997 through FY 1999 
FMFIA certifications. ft is our opinion that this issue should have been reported as a 
material weakness. Since 1995, the Palestinian Authority has taxed LTSAID programs 
when it is standard practice for USAID programs around the \Vorld to be cxc1npt fron) 
taxes on official assistance. An cstin1ate 1nade by the l\,fission's progratn office indicated 
that during the period 1995-1999, the Palestinian Authority received approxi1natcly $7.9 
n1illion in \'AT payments fro1n lJSA ID financed progra1ns. ()thcr donors \\'ith programs 
similar to USAID have agrcc1nents with the Palestinian Authority for tax exemption on 
official assistance. For example, an agreement bct,Nccn the Federal Republic of Gcr1nany 
and the Palestinian Authority states that the Palestinian Authority shall levy no taxes or 
other public charges on payn)ents 1nadc- fr01n funds of the Govcrn1nent of the Federal 
Republic of Gcrn1any. 

A June 1998 letter fro1n the l\1ission Director to the Palestinian Authority's l\1inistcr of 
Finance clearly indicates that this issue is material, The letter states that so1ne n1cn1bcrs 

4 
For l!SAID/We~t Bank and Ga1,a. lhe tx,gni1ant A~~1Man1 Adniini!<.tralor i~ the A~~1~1ant Ad1nini~trat,,r l'or the 

A~ia and \'car Ea~t Bureau (AA/ANEl 

I. Significantly in1pairs the organ11.atinn · s ability tn achieve it~ objectives 
2. Re~ults in the use nf resource' in a \Vay that is incon~istent \\ith the Agency inis,ion. 
3. Vivl:Hcs ~ldlUlllr) or rcgulallir) n:quin:rnenls. 
4 Re\ult~ in a ~ignific<111t lack nr ~aregi-1ard~ againq w;:i~te, In~~. i-inauthonn~d u~e or 1ni~;1ppropriatin11 of 

fund~. property or <1ther asset~ 
5. !Jnpnir~ the ahility to nbtrnn, n1aintain, report or tl'e reliable and tin1el)' information for deci~ion n1aking, 

m 

6 Pennih inipropcr ethical cnnduct or a conflict of inlerc~t. 
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of LT.S. Congress have express.ed concerns about US.!\ID funds being used for VAT 
pay1nents.. 'l'he letter further states that pro1npt res.olution of the V A'f payment problen1 
\viii re1nove thi::. issue from the agenda of those \Vho inake deci~ions about the level of 
funding for the West Bank and GaLa program. Based on our discussions with Miss.ion 
personnel, the Miss.ion continues. its. work on this iss.ue even though its resolution is. not 
W'ithin the 1.cope of the !\1ission's authority. ADS 596 states that the certification shall 
include a description or deficiencies deter1nined to be niaterial weakne~ses, including 
those that are not corl'ectable within the asses.sable unit's authority and resources. 
Therefore, until thi1. \veakne1.s is re1.olved. the Mission should report it as a 1naterial 
\veak.ness in its annual FMFIA certification. 

Staff Shortage ~ Another material \Veakness that \Ve think should have been reported as 
011tstanding is a staffing shortage in the T\1ission·s contr;:icting office, Although, the 
Mission provided an update in its FY\999 FMFIA assessment regarding the status of this 
staff shortage, it indicated the issue as being closed in 1999. Hovvcvcr, based on our 
revie\v of the Mission's Management Control Checklist response, w·c think that the 
staffing shortage is'>ue \Vas closed prematurely. In its checklist response, the l'vtission 
recognized the staffing shortage as a major concern, but closed it based on positions 
having been approved rather than the approved positions being filled. In our opinion. as 
long as a material "''eakness is still a major concern, the Mission should continue to report 
it as a material \Vcakncss in its annual FMFIA certification. Hence, "''e arc 1naking the 
follo\.ving rcco111tnendation. 

Recommendation No. 3: We recommend that USAID/West Bank and Gaza, 
in its next Fl\,1FIA revie\v, reconsider its decision to not report the Palestinian 
Authority tax issue and the l\llission contracting office staff shortage issue as 
material weaknesses. 

Has USAID/West Bank and Gaza taken timely and effective action to 
correct identified management control deficiencies in accordance 
with the Federal Managers' Finandal Integrity Act and related 
regulations and guidance? 

USAl[)/West Bank and GaLa took corrective actions on 1nos.t deficiencies identified in its. 
FY 1998 and FY 1999 FMFIA revie\.\'S. Ho\.\·ever, it needs to in1prove and forrnalize its 
follow-up systetn to ensure tin1ely and effective action on all deficiencies. 

Impro\'C Corrective Actions Tracking 

Ol\i1B Circular No. A-123 s.tates that agencies should perforn1 1nanagernent control 
as1.es.srnenls to identify deficiencie1' in agency progra1n1. and operations and develop 
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cotTective action plans to track progres::. in resolving the identified deficiencies. In addition, 
the ADS 6 states that agency 1nanagers are responsible for taking thnely and effective action 
to correct deficiencie::. identi l'it:d. Furthennore, although 1niss.ions are not required to report 
non-material weaknes~es lo the next level of 1nanagemenl, they are required to take timely 
and effective action to correct such deficiencies. 

The Mission did not have a tracking systen1 to monitor identified deficiencies that resulted 
fron1 the FMFIA process for its FYI 997 and FY 1998 revie\.v::. but established a tracking 
syste1n for FY1999. I.Jowever, while the FY1999 revie\v identified 37 deficiencies, the 
T\1iss.ion only tracked the resolution of 19 deficiencies (17 identified during the FY1999 
FMF1A proces::., and 2 identified outside the FMFIA proce~s). Thus, it <lid not track all 
identified deficiencies, docu1nent the cotTective action plans, monitor the corrective actions 
taken nr to he taken, and docun1ent the review and approval nr final co1Tective actions and 
closure of the deficiencies. 

Without closely tracking its identified deficiencies. and nlonitoring its planned con·ective 
actions, the J\..lission places its operations. at greater risk by allo\ving identified 
1nanage1nent control deficiencies to remain uncorrected for excessive periods of time. In 
addition, the Mission is in noncon1pliance \Vith OJ\..1B Circular A~l23 and USAID policy 
and procedures. concerning ti1nely action to correct manage1nent control deficiencies.. We 
are making the following reco1nmendation to help the Mission i1nprove its s.ysten1 for 
tracking actions to con·ect 1nanage-n1ent control deficiencies. 

Recommendation No. 4: \\1e recommend that USAID/West Bank and Gaza 
review the procedures for its FMFIA review tracking system and strengthen or 
revise them to ensure that the system tracks all management control deficiencies 
through final corrective action. 

l\1anagement Comments and Our Evaluation 

'The J\,1ission agreed \Vith the report's findings and recon11nendations and has taken 
appropriate action to address the report's four recurnrnendations (see Appendix II). 

The Mission addressed Recommendation No. I, that its Management Control Review 
Committee identify all deficiencies it becon1es aware of and detern1ine proper corrective 
actions, by revising its Mission Order No. 6, Subject: J\ilanagement Control and Review 
Committee (MCRC). The revised Mission Order requires the MCRC to discuss and 
docu1nent the idrntification of all new 1nanagr111ent control \Veaknesses it becon1es aware 
of and detern1i11e proper corrective actions in response to such new weaknesses. 

6 Chapter 596, MatHt'-'cincnt Accountabilitv and Control. Section 596.3 ... Responsibility." 
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The revised !\1iss.ion Order No. 6 also addresses Recon1n1endation No. 2, that the Mission 
designate respons.ibility for the f'Mf'IA assess1nent to specific offices and docu1nent the 
cotnpletion of the :t\1anage1nent Control Checklist. {Jnder the revised T\1ission Order, 1he 
l\!Iis.sion Controller is designated as the responsible officer for conducting the annual 
Fl\1FIA ass.essn1ent, docu1nenting its co1npletion with a forn1al report to the MCRC, and 
planning follow~up actions for all weaknesses identified. 

Regarding Recon1n1endation No. 3, for the Mission to reconsider its decisions not to 
report as material \veaknesses the Palestinian Authority tax issue and the Mission's 
contracting office staff shortage iss.ue, the Mission s.tated that lhe MCRC and other senior 
inanagers had discussed these issues and they will be further discussed with Bureau 
representatives including the Deputy Assistant Administrator for ANE Blireau. The 
T\-1issinn believed its actions satisfy the intent nf 1he reco1nn1endatinn, and \Ve agree. 

Lastly, regarding Recon1111endation No. 4, that the :t\1is.sion revis.e- its tracking syste1n for 
deficiencies to ensure that the syste1n tracks all deficiencies through final action, the 
T\1ission has initiated a nevv procedure for reporting and tracking deficiencies. lJnder lhe 
new procedure, the MCRC assures that for controls rated less than satisfactory the 
necessary con·ective actions are deter1nined, a planned resolution date is deter1nined, and 
a responsible party is assigned to oversee rollow·~up. 

Vile consider that the !\fission's actions taken in response to the audit reco1n1nendations. 
are appropriate and therefore consider that final action has been taken on the audit 
report's four recom1nendations. Hence, the recomn1endations are closed upon iss.uance of 
this final report. 
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SCOPE AND 
METHODOLOGY 

APPENDIX I 

We audited USAID/West Bank and Gaza's in1plen1entation of the Federal Managers' 
Financial Integrity Act (Fl\1FIA). The audit was performed in accordance with generally 
accepted government auditing standards and was conducted fron1 February 22 through 
March 8, 2000 at LI SAID/West Bank and Gaza. 

We audited the l'v1ission's FY 1998 and FY l 999 Fl'v1FJA assessn1ents and the deficiencies 
noted under those assessn1ents. The purpose of the audit \Vas not to identify material 
weaknesses that v,rere not reported by the IVtission; however, if dny such ¥/eaknesses CdlllC 

to our attention during the audit, we included these in our audit report. Also, the scope of 
this audit did not include a detailed analysis of individual managen1ent controls to 
deterrnine their effectiveness. 

The audit work included reviewing the Mission's system for establishing, assessing, 
reporting and correcting 1nanagetnent controls. To accomplish the audit objectives, \Ve 
used the FMFIA, ()ffice of Managen1ent and Budget Circular No. A~l23, the General 
Accounting Office's Standards for Internal Control in the Federal Governn1ent, USAID's 
Auton1ated Directives Systen1 (ADS) Chapter 596, Jlvlanagement Accountability and 
Control, other ADS chapters relating to Agency policies and essential procedures, and 
guidance for assessing the adequacy of nlanagement controls and annual instructions for 
reporting the status of 1nanagen1ent controls provided to 1nissions by USAID's Bureau for 
r..1anagen1ent's Office of r..1anagen1ent Planning and Innovation. 

We interviewed the Mission's Management Control Official, 1nen1bers of the Mission's 
Managen1ent Control Revie¥.1 Committee and operating unit managers. We also revicv./cd 
available documentation on the FYl998 and FYl999 FMFIA reviews. including the 
listings of nlanagement control deficiencies and manage1nent action plans for correcting 
those deficiencies. Vi/ e reviewed the Ivlission's F)' 1997, FY J 998 and F)' 1999 FMFIA 
ce1tifications to the ,i\/\/,i\NE on the overall adequacy and effectiveness of managen1ent 
controls, noted any rnaterial ¥/eaknesses identified, and reviewed the status of 111aterial 
\Veaknesses or deficiencies identified in the FY 1998 revie\v. 
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Management Comments 
APPENDIX II 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
WEST BA,..,'K A.l"'D GAZA l\;llSSION 

Septemb~r 27, 2000 
MEMORA.."lJUM 

TO: 

FROM: 

SUBJECT: 

Darryl T. Bw'ris, RIG/Cairo 

Lany Ourber, Diroctor. WB/G ~ 
Report No. 6·294-00-00X-P 
Audit ofUSAID/Woot Ba.cl< ond Gaza's l!nplemontation of the Fodera! 
Managers' Financial l.ntegrity Act 

Tue Mission thank9 RIG/Cairo for the objective analysis of !!Jo procedllros related to our 
implementation of the FM:FLA md the suggl';stiorl:l made of how tho"se piocedures might 
b¢ improved. The Wonnation belo\Y provides out response to t1:urt draft audit report md 
the recommendations included therein. 

Recomm@ndation No. J_· .. We recommend rhat USAID~'c3! Bank s.nd Gaza revis-e its 
}.fusion Order No. 6 to require the Management Control Re-view Committee to (a.) 
discuss and docutncnt the id.enti.:6.eation of all new m.ttl..lliC'IDent contt'Ol wealrn.esses it 
'becomes aware of and (b) determine propi::r corrective actions in response to such ne"W' 

weaknesses." 

Rewonse: 1.JSAID/West Ba.cl< and Gaza has issued Mission Order No. 6, Revised (See 
Attachment A:; which reguir.;s a discussion of 'jall manageme,ut control wcakne$scs 
disclosed since the pr:vious mc!ti:ng and follow-up on previous decisions made 
concerning audit or management control issues." The: revised Mission Order also 
requ.iros the MCRC to assure "prompt resolution of lnt=al control problems." We 
believe this satisfies recommendation no. 1 and a.sk that it be closed up¢n issuance of the 
report. 

Recqmmendatiqn 1VQ 2: 'fWe rectJmmood that USAID/'W"est.Bank and Gaza.revise its 
Mission Ord.er No. 6 to (a) include a designation of I<sponsibiliti•• for cooduc~ the 
FMF!A rc".iew to specific Mission staff or offices and (b) determine the status of the 
Check.W:t and document its completion." 

Response: Mission Order No. 6, Revised (see attachment A) states that "'The Mission 
Contr¢lla is responsible., .for conducting the annual FMFIA Internal M.anagement 
Control Assessment, documenting its completion with a formal report t.o the MCRC and 
planning follow~up actions for all weaknesses idC'l'.l.tified. u We believe this satisfies the 
rr:commendation and ask tha1 this recotl1'D.endation be closed upon i.ss~ of the report 

Recqmme:ndqtion 1Vo. 3: "Vle recomme::i.d that USAIDIWest Bank and Gaza, in it5 next 
F:MFIA review, reconsider its decision to not report the Palestinia:o. Authority tax. issue 
and the Mission contract.ins, office naff shortage isiiuc as a material v..·eakn.ess. ll 
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Rt1manse: Both of these item:s weM noted on the FY 2000 FMFIA management control 
assossment ropor:t '1UXlIIUU')' (See UW:bment ll). While tho FMFIA repon b .. not yet 
been firullized, (the due date to send it to the B=au is Oetobor 20, 20-00), the 
recommmuJation to rec.onsider the dcci.siOJ1S concerning Palestin:ia:n VAT and staff 
shortaa,:es has occurred. The MCRC and other senior m.anasers in the ~siou have 
discussed the1JC issues l!ltld they will be further discussed 'With Bureau representative~ 
including th• Oep>rty Assistant Administrator for ANE, who will be vi•iting the Mission 
the week of October 2. We believe this satisfie5 the intent of recommendation no. 3 md 
ask that this recommendation be closed upon issuance of the report 

RicomnurnAAtton No. 4 · "We recommend that USAJD/West Bank at.Id Gaza review the 
procedure$ for its FMFIA review tracking system and strengthen or revise th.em to ensure 
th.at the system tr.a.cks all ~ent control deficieru::i~s throuih final conei;tive 
action." 

R4.rponst · The :\fission W initiated a ntw procedure for reporting and tracking 
deficiencies idontified through the FMF!A process. All checklist items are mted as 
satisfactory (S), satisfactory, but could be improved (Sflmp) or unsatisfactory (U). Tue 
l<!CRC then sees that for tb.o•e items rated U or S/lmp, a planned ,...elution date ls 
detem:tlned, a respon:sible party is assigned to over si:c: follow~up and the nature of 
necessary corrective actions is determined. Attachto.ent B is an C1".ample of this reporting 
and follow-up mechanism. Note the columns marked R.ESOL(ution) DA TE, 
RESP(onsible) PARTY and PLANNED ACTION. We believe tbattllis tracking sy3tom 
combined with the responsibility for follow .. up assiilJ.ed to the Controller satisfies the 
recommendation.. Aecord.i'nily, we ask that recommendation no. 4 be closed upon 
issuance of the report. 

W>t.h the actiom al.toady taken and l\lture Uxiplemonta1ion of the policies detailed in 
Mission Otdor No. 6, Revised, USAJD/West Bank and Ga7.a beli"'10s that the 
rocollll.llCll<latiom stated in the draft ieport have been met mi that all should be closed 
upon issuance of the final report. 
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USA ID/We.st Bank and Gn1 Mjgiqn Order No. 6. Revised 

Subject: 

Authority: 

Effective Date: 

Reference: 

I. PURPOSE; 

Manqerneut Con.trol ud Review 
CommIU.e (MCRC) 

ADS Soct!o111103.S.8b,103.SJla,SM.3.4 aad other 
aQfhorities deJeaated or aulped to th• Mission 
Di.rector by the ADS or other Axeney ~d1uu:e. 

Upon the date otDil'tlctor':i: .1lgnature. 

Automated Dlnc:tive Sytterw: (,.\DS) Chapter 590 
throueh Cbapcer !96 

Ta utabliah the Management Control and Review Cow:ni~ (M:CRC) and to establish th• 
Minion's pnxicduns and ~owibilidC$ in implementing the Agm::i.oy'1 Audi~ Mauaa:cment 
Rcsoll.ltion .Proamm (AMR.P) u defined in A.OS Chapter S90 tbtcugh. 596 tnd prov.ido 
guidance on i~ implementation. 

II. nu MANAGEMENT CONTRQI. AND gymw COMMrrrfi'.E• 

Tho Mana~mont Control ud Review CommJttee shall mmagt and implement the MU:td.on's 
AM.RP. The MCRC will be chaitod by the Deputy Miujo.u Directt;t a..wJ ah4ll be CODJ;pri.red of 
Mission Senior Staf':t 

Tho MCRC ahall moet at !cut overy lix months to review the status or AMRP 
Jmplcmentatlon,, diSCU$i all man•gmnimt contn:,il ~OHM lfui.Qlall'Od since the previous 
meetlns md lbllowwup 4tl pnivi01U decisiom made concmdna audit or management contra! 
is.sues. All MCR.C met:tlngll abaU be do®lneut;d awl miD.utoa m.ainu:mt.d. in th•Dircetor's 
Office. A CXJPY of the minutes 1tom each weetina: s,haU be submitted to the MWrioa. Directot 
aud made available to all MUiiion pet$0tmel. Tho Controller's Offic• will bo ~le to 
keep track of all MCRC proccediop, d:a£ttot; minutM and other dooummta: as nccusary. 

TbeMCRC: 

• Manages the annual .lotema.1 management control U$asment and 8$.9'lltt$ prompt 
:te:i:olution of internal. control p:roblcma; 

• Provides oversight fur tho audit folloW""up proccaa: by cnaurlng that awiit fullow•U]:I 
responsibilities art: oom:ctly assigned and i:mplemc:nted; 
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• Serves- as a. d~on-making: body in s:ltuations involving audit follow-up impMieS 
b•twccn the Regional l:mpeotor Geom! and tho ollice to wblch aotion·ia assigned; and, 

• Establishes Mission audit polleiea to mitigate missio11 spoclllc risks. 

m BESPONStan,JTTF1S: 

A. THE AllDfI MANAGEMENT 0Fl!'!CER· 

I. Tho Mission Controllor i• huoby dcsignaled the Minion's Audit Ma11ageu:um1 
Ottlcer (AMO). Tho AMO shall nport to tho MCRC a1ld porfbtm all the fl>notions 
req_Uircd by tho rcf=ed ADS sections. 

2. Tho Minion Conttoller ii alao rcsp011110!0, under tho dlrecllnll of the MCRC, for 
conducting tho wr.W FMF!A lnlemal Mai:iagemont Cou:trol Auesmumt, 
docwnonting Its complatlon with a fannal report to the MCRC and plaminil 
follow-up aotion.t for all ..,,.Jen ..... idcntil!<d. 

B. M(SSJQN AWJIT COMMJ'rp;E; 

The Mission Audit Committ°" (MAC) u a sub"""""'1!ttco of the MCRC. Th!.s Committee, 
chaited by tho Controller, olulll iw:lud• oapcm>anent membm, thoDoputyDim:tor, tho 
Logal otl!c<!r, the Dlre;;tar of the Progrmi Office, the l!xecutive Officer aod the Director of 
the Contracting Office (or their dosillD"")· 

Tho MAC •lull! ""'1m: lb.at all lllldlt r<sporu1ibillt1 .. are performed properly aod that prompt 
and ""POnsive action is taPn on &lldit findinga and 1J1dit roconunendatiom. The MAC sball 
report regularly to the MCRC. 

c. MISSION ACTMTX MANAGHM? 

Mission Activity Managm shall cany out all functions for Federal and FinODoial Audit> as 
rcquirod by the ADS. 

D. M,ANAGJtMENT ACJlON omq4r. (MAO): 

A Manaaomenl A<;tion Official, idemi!led by tho MCRC based •• each audit report, llha.1l 
(a) Develop tho mio!on ""'l"lUSO to draft and final audit n<:~ons rolat.d to uea 
of rcspo=oility; and, (b) :&sure that comctive aotion Is completed for def!cioncios 
idOlllified in audits. Tho MCRC will identify the MAO Cor each audit in writing. 
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E. CQfil'RACT!NG OWCJIB; 

Pe.rfonrui all tho filncticos required by tho td'cre.nced ADS 1C'Ctions, 

F. JW'EBNU MANAGEMJNT CONTROi. ASSESSMENT; 

The Controller, under the direction oftha MCRC. will be rqponaible far toordi.nating the 
preparation of the Minion's annual F.MP!A Intttnal M.anagemmt Coob'a:l AJsessment 
and to en.sure that ill o~ co ac;tivel)' involved in the evaluation of inUlr.nal eontrols. 
ThC c.ontroller will prepare a final asaemneut report to be given to the MCRC descn'birig 
wcU:ncas8' identified throughout the procou. TM MCRC will thelll detenniDe 
individuals rcapollliblc for fbllow..up action and a time frame to complete such action. 
The MCRC will advise the Miuion Director of' any weakneami that ahQUJ.d be 
highlighted in the aJmti.al !ntemal Control Certificadon and ways to act ou 1'ht identified 
weaknease.s. 

G. MSPONSmILtTY FOB UPD.lmffi THJS Wfl!'QN' ORDER; 

The Con!Joller is ""!'011<ible for ClllUriDJj that this Mission°""" is up-to-<lato and consi•t<ttt with 
the ADS or other Agency guid.ancc. Whenever revisions or changes to this lvl'.iHion Order may. in. the 
opinion of the Controller, be ~caaaiy or deai:rable, tbe ControUer ahall prepare the- proposed 
cbqcs :and rovisiOJl.C in draft fur review by oonocmed Madon staff and i'n final Utt approval by the 
Misaion Director. 

IV. AUTHORITT; 

This Mission Order is !ooued by tbe Mia>iou DUwor UOdor ADS Sootion.t 10:).s.8b, 103.S.12a, 
392.3.4, and tho other authoritic:a delegated or &33igncd to the Minion Di:rcctor by the ADS or otbsr 
Agency guidance. Tho Miuion Directer n:tains COD.e\U't'a1t authority to excrcillo any of tho authorities 
or resportsiblUtiea dole&ated or assigned in tbls Mission Ord.et to Minion •ta.ff axoept to the extent 
that the exerei&o of tho•c authorities or ~onsibilities may be oth~ limited. 

V. EFF'EC'IlyE DATE• 

This revised Mission Order ahaJl bceo.me efftctive. DpQn the date ofmy-1gnatw:e. 

7/1r/eo 
' I 

Larry Garber, Miu.ion Directer Dlltc 

·l· 
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" ..... 
0 -~ ... 
"' 

WEST BANKIGAZA 
FY 1999 Fedtrai Mllnagera• flnancill mtegrtty Act{FMF~A) Review 

llanagemanl Cf:ll'lirof Chtc\lis\ 

VII 01llER 
iCortectJVe acik>ti nas been 
aoeompll6hed for malerialweatoosses 

' 
1-~!he mfubaFY,. 
man~ t control 0&tf!Cilllo.'\ or 
n;v~ COITT!Ctive acllol\ p1ans and 
dates have been~. 
I\ iriSsJon managemeRtoonttolravlelW 

2 cammillee is ln plooe b address 
mansgementao::otJNatil~ issues . 

Does tie Minion have the necess&IY 

' ~-"""-.,-~, manage the number of !lvU& 
1ciion~ in the portti*l? 

Has the k4sslon. aaequetely aderassed 
~ land doctlrnentEd the Pe.!eillnian VAT -' Annaal E'ISluaOOn F0tms reAed 

!managemer,t oorll'Ol Teap:K1$fultes, 

5 lwhen appl!ca>le, Md employees. are 
leva!uatf!d on their ellacti;eneet ill 
!eaTtlng cul tl'ies& responsiillljes 

-· 
The &taft shcrtage OOle$ lri Ifie FY teoo FNFIA rorONes. 

'lv'hila new USDH af'Q U5PSC paslllcnshave been 
appr<311'ld, llley halJ6 not been filled yet 

f(jy lmctloning sloca MBrcll 2000, 

See 11 aboo.m. 

This~ mast be.Mtf Vet\Bd'nlh ~ ssrfor sfaft. 
Rt.A and £ltireat.1. ltWfl batliscussedWllh Btseail 
1ep:wtallvn dtxing Prognrn Week (Oct 2 • 6}. 

The MlssfDn was critiGlZed i:1r !hfa by RJGIC.alrO In !he 
fMFIA_.~ M~ &hWd ensure thal lheAOS 

reqtlrement la~ 'HUb. 

Al-!..\.. • ...i ~ 

RESOL, J RESP~ 
DATE • PARTY 

PUNNED 
ACTION 



l\-IEMORANDUl\-1 

Report No. 6-294-01-001-P 
October 22, 2000 

TO: USAID/West Bank and Gaza Director, Lan·y Garber 

FROl\.'1: Acting RIG/Cairo, 'Thomas C. As1nus 

SUBJECT: Audit ofUSAID/West Bank and Gaza's Implementation of the Federal 
Managers' Financial Integrity Act 

This is our final report on the subject audit. \Ve reviewed your con11nents to the draft 
report and have included them as Appendix IL Based on the Mission's co1nments, we 
consider that final action has been taken on the report's four reco1nrnendations and, 
hence. they are closed upon report issuance. 

I appreciate the cooperation and courtesies extended to n1y staff during the audit. 

Background 

The Federal Managers' Financial Integrity Act of 1982 (FMFIA) establishes requircn1ent~ 
with regard to n1anagerneni accountability and controls. This law encotnpasses progran1, 
operational and adn1ini~trative areas a~ well as accounting and financial manage1nent. 
lhuler the authority of the FMFTA, the Office of f\1anagement and Budget (OMB) issued 
Circular No. A-123 1 to provide detailed guidance for federal managers to use in designing 
1nanage1nent structures that help ensure accountability and include appropriate cost~ 
effective i..:ontro\-;. 

The F!\.1FIA atso requires the LT.S. General Accounting Office (GAO) 10 issue standards 
ror internal control in the U.S. Govemme-nt. Fundan1entally, 1nanagers use a variety of 
controls, such as the policies and procedures that enforce nlanagement directives, 10 
provide reasonable assurance that an agency can 111eet its objectives. These control 
activities help ensure that 111anagen1ent takes action to address the risk factors that 
jeopardiLe an organization's achieve1nent or its goals. Certain categories or control 
activities are com1non to all agencies and include .appropriate docu1nentation and the 
proper execution and accurate and tiinely recording of tran~actions and events. 

01\1113 Circular A-123. :Vtanagcn1cnt Acrountability and Control. 
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OMB Circular No. A~ 123 states that n1anagement controls are the organization, policies 
and procedures u::.!.:d to reasonably ensur!.: that: 

• Programs achieve their intended results. 
• Resourcet. are used consistent with agency n1ission. 
• Programs and resources arc protected fro1n '.vastc, fraud and 1nismanagcment. 
• La\.vs and regulations are follo\ved. 
• Reliable and tilnely information is obtained. maintained, reported, and used for 

decision inaklng. 

In addition, the Circular provides guidance to federal rnanagcrs on irnproving the 
accountability and cffc(:tivcness of federal prograrns and operations, 

USAID Automated Directives Systc1n Chapter 596, tvtanagc1nent Accountability and 
Control, (ADS 596) also provides policy and procedures for establishing, assessing, 
reporting on, and correcting 1nanagcn1cnt controls under the FMFIA and ()t\18 Circular 
No. A-123, Finally, the lJSAID Bureau for Managcn1ent, ()fficc of Management 
Planning and Innovation (M/l\.1PI) provides additional guidance for assessing the 
adequacy of 1nanrigcn1ent controls and annual instructions for reporting the status of 
managc1nent controls. 

Audit Objectives 

The Office of Regional Inspector General/Cairo riudited lTSAID/West Bank and Gaza as 
past of the \vorldv.·ide audit to analyze the extent to \:vhich USAID has established a 
manage1nent process that satisfies the requirements of the Federal !\llanagers' Financial 
Integrity Act. The specific audit objectives v.1ere: 

• 

• 

• 

Has USAIDM'est Bank and Gaza established management controls and 
periodically assessed these controls to identify deficiencies in accordance with 
the Federal Managers' Financial Integrity Act and related regulations and 
guidance'! 

Has USAID/\\'cst Bank and Gaza reported material \\'cakncsscs in accordance 
with the F'ederal Managers' F'inancial Integrity Act and related regulations and 
guidance? 

llas lJSAID/W'est Bank and Gaza taken timely and effective action to correct 
identified management control deficiencies in accordance '''ith the Federal 
l\1anagers1 Financial Integrity Act and related regulations and guidance'! 

Appendix I includes a discussion of the audit scope and 1nethodology. 
2 
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Audit Findings 

Has USAID/W est Bank and Gaza established management controls 
and periodically assessed these controls to identify deficiencies in 
accordance with the Federal Managers' Financial Integrity Act and 
related regulations and guidance? 

USAID/West Bank and Gaza generally established 1nanagen1ent controls and periodically 
assessed those controls to identify deficiencies in accordance with the FMFTA and related 
regulations and guidance. Hov.1ever, the !v1ission's assessn1ents did not identify all the 
\veaknesses the Mission \vas aware of. and certain 1nanagen1ent control checklist 
questions \Vere not ans\vered or fully anS\\'ered. 

The FMFIA and OMB Circular No. ,i\w 123 provide- guidance for agencies and tnanagers 
to establish 1nanagen1ent controls and to periodically assess the adequacy of those 
controls. Further, .A.DS 596 instructs n1issions and nianagers to: 

• appoint a Managen1ent Control Official (MCO) to over~ee and coordinate 
1nanagemcnt accountability and control issues within the mission, 

• ensure that appropriate and cost~effective 1nanage1nent controls are established, 
• continuously perfor1n managcn1ent control assessments in accordance \Vith 

instructions issued by IYl/MPI, and 
• establish a Manage111ent Control Review Co1n1nittee (~1CRC) to assess and monitor 

deficiencies in n1anagernent controls. 

1V1oreover, lV1f!'vlPI annually provides guidance to 111issions for conducting Fl'vlFIA 
reviews. This guidance instructs missions to supple1nent 1nanage1nent's judgment in 
assessing the adequacy of 1nanagen1ent controls \vith existing sources of infor1nation, 
such as: 

• Knov.,ledge gained fron1 daily operation of US;\ID progra1ns and syste1ns. 
• Manage111ent reviev.'s. 
• Office of Inspector General and (JAO reports. 
• Program evaluations. 

MfMPI also has provided Manage1nent Control Checklists to assist in conducting the 
reviews. The fiscal year (FY) 1999 Checklist contained 189 control techniques extracted 
frotn the ADS, as shown in the following table. 

3 
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CONTROL TECHNIQUES 

CATEGORl' NUMBER 

Program A.1·si.1'ta11cc 42 

Orga11i::atio11 il:lanage111e11t 7 

Adn1i11isfrt#iYc Ma11agc111c111 38 

" 52 

Acqui~itio11 and Assfa•tt111ce 42 

Audit il1.a11age111e11t and Resolrttion 5 

Other 3 

TOTAL 189 

Generally, the Mission follovved ADS policies and prol'.edures on establishing 111anage1nent 
controls and assessing their adequacy. When dee1ned necessary, the Mission issued rnission 
orders to cornpletnent or further clarify the ADS and to establish any needed policies, 
procedures and systen1s. For exarnple. in August l 999, it issued a n1ission order 
establishing a travel reimbursement policy for authorized travel in Israel. including the West 
Bank and Gaza, and Jerusalen1. Also. in February 2000, the Mission issued an order2 to 
establish procedures and responsibilities for implementing the Audit Manage1nent 
Resolution Progra1n (A:Lv1RP), \Vhich. atnong other things, fo11nally established the 
Mission's MCRC. 

Prior to February 2000, the Mission had not established an lVICRC. However, in 
co1npleting its FY1999 and FY1998 f'h1f'IA assess1nents. USAlD/West Bank and Gaza 
had inforn1ally established an MCRC and designated the Controller as the Audit 
11anage1nent Officer. The FY 1999 f'Mf'IA assei>stnent ¥/as perforrned and revie\ved by 
this MCRC that consisted of staffs fron1 the financial n1anage1nent office, executive 
office, contract office, progra1n office and deputy director's office. The heads of those 
offices co1npleted various parts of the :tvi/MPI checklist on control techniques. 

Each 1ne1nber of the MCRC detennined whether the controls in their areas of responsibility 

' · rvJissitltl Order No. 6. Manugcrncnt Control and Rcvic\V Con1111ittcc. 
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\Vert' ::.atisfactory, and a consolidated checklist \Vith all the n1en1ber::. · responses was 
circulated for co1n1nenL All MCRC 1ne1nbers revie\ved the FY1999 FMF'IA assess1nent, 
discussed the control let:hniques, and detern1ined \vhich identified in1ernal control 
deficiencies \vere material. The members concluded that there were four 1naterial 
weaknesses in FY1999. 

Although the Mission appropriately established 1nanage1nent controls and periodically 
assessed those controls, it should have taken a 1nore thorough, bt'tter~organiLed approach 
in completing its FY1999 FMFIA assessn1en1. Our audit noted two areas that need to be 
improved for future as.sessn1ents: identification of control \veakness.es, and answe1ing 
inanagement control questions. 

Identify All Weaknes:ses 

The GAO Standards for Inte111al Control in the Federal Goven11nent (GAO Standard) states 
that 1nanage1nent needs to con1prehensively identify risks. Also, OMB Circular A~l23, 5 

states that nlanager::. i.>hould continuously n1onitor and in1prove the effectiveness or 
inanagement controls associated with their progran1s and detennine the appropriate level or 
docun1entation needed to support their assessn1ent or risk. Lastly, ADS 596 requires 
continuous 1nanage1nent control assessn1ents. 

As part of its control systen1, lTSAID!\V't>st Bank and Gaza asse::.sed its inte11u1l 
111anagernent controls in accordance with the ins.u·uctions fron1 USAID/Washington, and 
ADS 596. Ho\veve-r, for undetern1ined reasons, the Mission did not identify certain 
additional weaknesses, not in the Managen1ent Control Checkli~t, that it was aware of. 
Also, certain other weaknesses Vv'ere noted but not considered to present enough risk to 
require correction. 

For exan1ple, just prior to the F'{ 1999 Ff..1FLI\ assess1nent, RIG/Cairo conducted a survey 
of ce11ain issues dealing with coustructiun contracts iu the Gaza Strip. One of the issues, 
identified by the Mission, was that key e1nployees paid for under a fixed price contract 
apparently were also charging their costs to cost reimbursable or other contract~. At the 
conclusion of our survey \Ve briefed the l\-1ission that ce11ai11 ernployees under a fixed 
price contract were in fact charging a pot1ion of their ti1ne to a Mission cost reitnbursable 
contract. However. while v.1e verified that a probletn existed, the !vlission did not report 
the weaknesses in its FY 1999 Frv1FIA assessn1ent. Hence the weakness was not included 
in the Nlissiun's tracking ~ystetn to assure that the 1natter was properly resolved. The 
GAO Standard state-; that one of the ri..;k i<lentific<ition 1nethods is the consideration of 
findings frorn audits and other assess1nents. By nut cornprehensively identifying and 
following~up on the repotied managen1ent control issues, the Mission did not con1ply v.1ith 
GAO ~tandards on internal control. 

5 OM13 Circular A-123. Pan lll. A~~cs~in£ and hnproving J\.1anagc1ncnt Control. 
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In another exan1ple, the ~1i~sion did not consider a FY 1999 ~1anage1nent Control Checklist 
ite1n related to audit 1nanage1nent plans to be signiricant enough to require correction. /\DS 
'."91 requires an audit inanage1nent plan and statt:s that a copy of the plan should be provided 
to the cogniLant RIG office. USAID/West Bank and Gaza is accountable for base funding 
levels or $85 million and $100 million for fiscal years 2000 and 2001, respectively. 
Further. in addition to these base assistance levels. the U.S. Govern1nent as a result of the 
Septe1nber 1998 Wye River Me1norandu1n. has pledged a further S400 1nillion in assistance 
to the Palestinians over a three-year period (Fl:' 2000-2002). An audit is one of the tools 
that can help ensure that funds are used properly, and audit plans help coordinate 
Washington and rield efforts to assure that required audits are done. By not preparing and 
sub1nitting the audit plan to the cogniLant RIG office, the Mission is not in compliance with 
ADS 591. 

An organited approach in identiCving all nlanage1nent control issues that nlanagers beco1ne 
aware or would allo\v n1anage1nent to protnptly evaluate and detern1ine prope-r actions in 
response to known deficiencies, and reported audit and other findings. Also, with an 
organized app1\1ach, manage1nent should be able to ti1nely co1nplete all actions to resolve 
deficiencies brought to its attention. To help the Mission identify and cun·ect all 
weaknesses, Vv'e are nlaking the following reco1nmendation. 

Recon1mendatio11 No. 1: \Ve recomntend that USAID/\Vest Bank and Gaza 
revise its l\fission Order No. 6 to require the Manage1nent c:ontrol Review 
Committee to (a) diS\'.USS and doc11ment the identification of all new 
management control w-eaknesses it becomes aware of and (b) determine proper 
corrective actions in response to such new weaknesses. 

,i\ns\Yer All l\fanagen1e11t 
Control c:hecklist Ouestions 

l\11/MPI provided detailed instructions and guidance (Or conducting and reporting on the 
FY1999 and FY1998 assessn1ents, According to those instructions, nlissions were to 
provide a certification statement, an update on the status of each 1naterial \-veakness 
identified in the prior year, and a description or any new, uncotTected 1naterial weaknesses 
identified in the current year. The G/\O Standard states that "Internal control and all 
transactions and other significant events need to be clearly docun1ented. and the 
docutnentation should be readily available ror exa1nination." The Controller's orfice 
111aintained the completed 1nanage1nent control review checklists for FY s 1999 and 1998. 
llowever, our audit noted that certain questions on the checklist were either partially 
ans\-vered or not answered at all, possibly because the Mission had not assigned 
responsibility to a specific office or the MCRC to assure the checklist \Vas fully answered 
belOre certifying to the adequacy of the ~lission's controls. Follo\ving are son1e exan1ples 
of partially answered or unanswered questions: 

6 

133of145 



• For FY 1998, questions concerning procedures for handling sensitive but unclassified 
information \VCrc not fully ans\vcred. 

• For FYl 998, the Mission did not answer the entire section on Organization 
~1anagen1e-nt, 

• For FY1998 and FYJ 999, the question concerning contractors maintaining accountable 
property records for Federal Information Processing resources \Vas not ans\vc:;:red in 
either checklist. 

• For FY1999, the question related to annual evaluation forn1s rellecting 1na11age111ent 
control responsibilities Vv·as ans\vered ''No'', without any explanation for its one~word 
answer. 

Mftv1PI staff said that it is clearly lJSAID's policy that 1na11age1nent control responsibilities 
be rellected in the annual evaluation foJms. They stated that the effective way to hnple1nent 
this policy would be to either create a separate work objective or ensure that \York ele1nents 
and perfoJmance appraisals reflect the effectiveness of the Mission's staff in establishing, 
assessing, correcting and reporting on inanagement controls. The Mission, by not 
implementing this policy, was in nonco1npliance with ADS 596.5.5. Fu1ther, we consider 
that an incon1plete Managernent Control Checklist could result in a inisleading FMFIA 
certificate provided to lJSAID/Washington, I.eaving certain Manage111ent Control 
Checklist questions blank, or providing one-\.\'Ord answers, are indicators or the Mission's 
noncotnpliance \Vith rvt/MPI instructions for conducting the FY l 999 F~1FIA assesstnent, 
ADS 596, and the GAO Standards for Internal Control in the Federal Goverrnnent. To 
help the Mi::.sion ensure that i1 responds to all n1anage1nent control questions, \Ve are 
inaking the following recorn1nendation. 

Recommendation No. 2: We recommend that lJSAID/West Bank and (;aza 
revise its ]\fission Order No. 6 to (a) include a designation of responsibilities 
for conducting the FMFIA revie'v to specific rviission staff or offices and (b) 
deter1nine the status of the l\-fanagement Control (~hecklist and dO('.Ument its 
completion. 

Has USAID/W est Bank And Gaza reported material weaknesses in 
accordance with the Federal Managers' Financial Integrity Act and 
related regulations and guidance? 

USAID/West Bank and Gaza evaluated its syste1n of internal accounting and 
ad1ninistrative controls for FYI 999 and identified four 1naterial 1,veaknesses. The Mission 
reported those four \veaknesses in its FYI 999 Fl\fFIA certification, dated October 22, 
1999. in accordance 1,.vith the FMFIA and related regulations and guidance. However, the 
Mission could have i1nproved its reporting by disclosing certain concerns that \Vere 
unresolved at the titne of the sub1nission of its F'Y"l 999 FMFIA cettification. 
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Report Unresolved 
Material \\i'eaknesses 

01\!IB Circular No. A-123 requires that a manage1nent control deficiency be reported if il 
is or should be of interest to the next level or 1nanage1nent. This allO\VS the chain of 
con11nand structure to detern1ine the relative ilnportance of each deficiency. Along these 
lines, ADS 596 and M/MPI's FY 1999 FMFIA instructions required that tnissions provide 
a certification staten1ent, an update on the status of each nlaterial \veakness identified in 
the FY 1998 revie\v, and a description of any new unco1Tected inaterial weakness 
identified in FY 1999, ll1 the cognitant Assistant Ad1ninistrator. 4 The certification should 
identify 1nanagen1ent control deficiencies determined to be 1naterial weaknesses, 5 

including those that are not con·ectable within the Mission's authority and resources. 
However, for so1ne undetermined reason, the Mission did not report a concern that, in our 
opinion. should have been reported as a tnaterial weakness. Also, it reported another 
n1aterial \veakne-ss as closed before the- problen1 was fixed. 

Palestinian Authority Tax - The l'vfission did not report the Palestinian Authority's 
value-added tax (VAT) issue as a material weakness in its FY 1997 through FY 1999 
FMFIA certifications. ft is our opinion that this issue should have been reported as a 
material weakness. Since 1995, the Palestinian Authority has taxed LTSAID programs 
when it is standard practice for USAID programs around the \Vorld to be cxc1npt fron) 
taxes on official assistance. An cstin1ate 1nade by the l\,fission's progratn office indicated 
that during the period 1995-1999, the Palestinian Authority received approxi1natcly $7.9 
n1illion in \'AT payments fro1n lJSA ID financed progra1ns. ()thcr donors \\'ith programs 
similar to USAID have agrcc1nents with the Palestinian Authority for tax exemption on 
official assistance. For example, an agreement bct,Nccn the Federal Republic of Gcr1nany 
and the Palestinian Authority states that the Palestinian Authority shall levy no taxes or 
other public charges on payn)ents 1nadc- fr01n funds of the Govcrn1nent of the Federal 
Republic of Gcrn1any. 

A June 1998 letter fro1n the l\1ission Director to the Palestinian Authority's l\1inistcr of 
Finance clearly indicates that this issue is material, The letter states that so1ne n1cn1bcrs 

4 
For l!SAID/We~t Bank and Ga1,a. lhe tx,gni1ant A~~1Man1 Adniini!<.tralor i~ the A~~1~1ant Ad1nini~trat,,r l'or the 

A~ia and \'car Ea~t Bureau (AA/ANEl 

I. Significantly in1pairs the organ11.atinn · s ability tn achieve it~ objectives 
2. Re~ults in the use nf resource' in a \Vay that is incon~istent \\ith the Agency inis,ion. 
3. Vivl:Hcs ~ldlUlllr) or rcgulallir) n:quin:rnenls. 
4 Re\ult~ in a ~ignific<111t lack nr ~aregi-1ard~ againq w;:i~te, In~~. i-inauthonn~d u~e or 1ni~;1ppropriatin11 of 

fund~. property or <1ther asset~ 
5. !Jnpnir~ the ahility to nbtrnn, n1aintain, report or tl'e reliable and tin1el)' information for deci~ion n1aking, 

m 

6 Pennih inipropcr ethical cnnduct or a conflict of inlerc~t. 
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of LT.S. Congress have express.ed concerns about US.!\ID funds being used for VAT 
pay1nents.. 'l'he letter further states that pro1npt res.olution of the V A'f payment problen1 
\viii re1nove thi::. issue from the agenda of those \Vho inake deci~ions about the level of 
funding for the West Bank and GaLa program. Based on our discussions with Miss.ion 
personnel, the Miss.ion continues. its. work on this iss.ue even though its resolution is. not 
W'ithin the 1.cope of the !\1ission's authority. ADS 596 states that the certification shall 
include a description or deficiencies deter1nined to be niaterial weakne~ses, including 
those that are not corl'ectable within the asses.sable unit's authority and resources. 
Therefore, until thi1. \veakne1.s is re1.olved. the Mission should report it as a 1naterial 
\veak.ness in its annual FMFIA certification. 

Staff Shortage ~ Another material \Veakness that \Ve think should have been reported as 
011tstanding is a staffing shortage in the T\1ission·s contr;:icting office, Although, the 
Mission provided an update in its FY\999 FMFIA assessment regarding the status of this 
staff shortage, it indicated the issue as being closed in 1999. Hovvcvcr, based on our 
revie\v of the Mission's Management Control Checklist response, w·c think that the 
staffing shortage is'>ue \Vas closed prematurely. In its checklist response, the l'vtission 
recognized the staffing shortage as a major concern, but closed it based on positions 
having been approved rather than the approved positions being filled. In our opinion. as 
long as a material "''eakness is still a major concern, the Mission should continue to report 
it as a material \Vcakncss in its annual FMFIA certification. Hence, "''e arc 1naking the 
follo\.ving rcco111tnendation. 

Recommendation No. 3: We recommend that USAID/West Bank and Gaza, 
in its next Fl\,1FIA revie\v, reconsider its decision to not report the Palestinian 
Authority tax issue and the l\llission contracting office staff shortage issue as 
material weaknesses. 

Has USAID/West Bank and Gaza taken timely and effective action to 
correct identified management control deficiencies in accordance 
with the Federal Managers' Finandal Integrity Act and related 
regulations and guidance? 

USAl[)/West Bank and GaLa took corrective actions on 1nos.t deficiencies identified in its. 
FY 1998 and FY 1999 FMFIA revie\.\'S. Ho\.\·ever, it needs to in1prove and forrnalize its 
follow-up systetn to ensure tin1ely and effective action on all deficiencies. 

Impro\'C Corrective Actions Tracking 

Ol\i1B Circular No. A-123 s.tates that agencies should perforn1 1nanagernent control 
as1.es.srnenls to identify deficiencie1' in agency progra1n1. and operations and develop 
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cotTective action plans to track progres::. in resolving the identified deficiencies. In addition, 
the ADS 6 states that agency 1nanagers are responsible for taking thnely and effective action 
to correct deficiencie::. identi l'it:d. Furthennore, although 1niss.ions are not required to report 
non-material weaknes~es lo the next level of 1nanagemenl, they are required to take timely 
and effective action to correct such deficiencies. 

The Mission did not have a tracking systen1 to monitor identified deficiencies that resulted 
fron1 the FMFIA process for its FYI 997 and FY 1998 revie\.v::. but established a tracking 
syste1n for FY1999. I.Jowever, while the FY1999 revie\v identified 37 deficiencies, the 
T\1iss.ion only tracked the resolution of 19 deficiencies (17 identified during the FY1999 
FMF1A proces::., and 2 identified outside the FMFIA proce~s). Thus, it <lid not track all 
identified deficiencies, docu1nent the cotTective action plans, monitor the corrective actions 
taken nr to he taken, and docun1ent the review and approval nr final co1Tective actions and 
closure of the deficiencies. 

Without closely tracking its identified deficiencies. and nlonitoring its planned con·ective 
actions, the J\..lission places its operations. at greater risk by allo\ving identified 
1nanage1nent control deficiencies to remain uncorrected for excessive periods of time. In 
addition, the Mission is in noncon1pliance \Vith OJ\..1B Circular A~l23 and USAID policy 
and procedures. concerning ti1nely action to correct manage1nent control deficiencies.. We 
are making the following reco1nmendation to help the Mission i1nprove its s.ysten1 for 
tracking actions to con·ect 1nanage-n1ent control deficiencies. 

Recommendation No. 4: \\1e recommend that USAID/West Bank and Gaza 
review the procedures for its FMFIA review tracking system and strengthen or 
revise them to ensure that the system tracks all management control deficiencies 
through final corrective action. 

l\1anagement Comments and Our Evaluation 

'The J\,1ission agreed \Vith the report's findings and recon11nendations and has taken 
appropriate action to address the report's four recurnrnendations (see Appendix II). 

The Mission addressed Recommendation No. I, that its Management Control Review 
Committee identify all deficiencies it becon1es aware of and detern1ine proper corrective 
actions, by revising its Mission Order No. 6, Subject: J\ilanagement Control and Review 
Committee (MCRC). The revised Mission Order requires the MCRC to discuss and 
docu1nent the idrntification of all new 1nanagr111ent control \Veaknesses it becon1es aware 
of and detern1i11e proper corrective actions in response to such new weaknesses. 

6 Chapter 596, MatHt'-'cincnt Accountabilitv and Control. Section 596.3 ... Responsibility." 
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The revised !\1iss.ion Order No. 6 also addresses Recon1n1endation No. 2, that the Mission 
designate respons.ibility for the f'Mf'IA assess1nent to specific offices and docu1nent the 
cotnpletion of the :t\1anage1nent Control Checklist. {Jnder the revised T\1ission Order, 1he 
l\!Iis.sion Controller is designated as the responsible officer for conducting the annual 
Fl\1FIA ass.essn1ent, docu1nenting its co1npletion with a forn1al report to the MCRC, and 
planning follow~up actions for all weaknesses identified. 

Regarding Recon1n1endation No. 3, for the Mission to reconsider its decisions not to 
report as material \veaknesses the Palestinian Authority tax issue and the Mission's 
contracting office staff shortage iss.ue, the Mission s.tated that lhe MCRC and other senior 
inanagers had discussed these issues and they will be further discussed with Bureau 
representatives including the Deputy Assistant Administrator for ANE Blireau. The 
T\-1issinn believed its actions satisfy the intent nf 1he reco1nn1endatinn, and \Ve agree. 

Lastly, regarding Recon1111endation No. 4, that the :t\1is.sion revis.e- its tracking syste1n for 
deficiencies to ensure that the syste1n tracks all deficiencies through final action, the 
T\1ission has initiated a nevv procedure for reporting and tracking deficiencies. lJnder lhe 
new procedure, the MCRC assures that for controls rated less than satisfactory the 
necessary con·ective actions are deter1nined, a planned resolution date is deter1nined, and 
a responsible party is assigned to oversee rollow·~up. 

Vile consider that the !\fission's actions taken in response to the audit reco1n1nendations. 
are appropriate and therefore consider that final action has been taken on the audit 
report's four recom1nendations. Hence, the recomn1endations are closed upon iss.uance of 
this final report. 
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SCOPE AND 
METHODOLOGY 

APPENDIX I 

We audited USAID/West Bank and Gaza's in1plen1entation of the Federal Managers' 
Financial Integrity Act (Fl\1FIA). The audit was performed in accordance with generally 
accepted government auditing standards and was conducted fron1 February 22 through 
March 8, 2000 at LI SAID/West Bank and Gaza. 

We audited the l'v1ission's FY 1998 and FY l 999 Fl'v1FJA assessn1ents and the deficiencies 
noted under those assessn1ents. The purpose of the audit \Vas not to identify material 
weaknesses that v,rere not reported by the IVtission; however, if dny such ¥/eaknesses CdlllC 

to our attention during the audit, we included these in our audit report. Also, the scope of 
this audit did not include a detailed analysis of individual managen1ent controls to 
deterrnine their effectiveness. 

The audit work included reviewing the Mission's system for establishing, assessing, 
reporting and correcting 1nanagetnent controls. To accomplish the audit objectives, \Ve 
used the FMFIA, ()ffice of Managen1ent and Budget Circular No. A~l23, the General 
Accounting Office's Standards for Internal Control in the Federal Governn1ent, USAID's 
Auton1ated Directives Systen1 (ADS) Chapter 596, Jlvlanagement Accountability and 
Control, other ADS chapters relating to Agency policies and essential procedures, and 
guidance for assessing the adequacy of nlanagement controls and annual instructions for 
reporting the status of 1nanagen1ent controls provided to 1nissions by USAID's Bureau for 
r..1anagen1ent's Office of r..1anagen1ent Planning and Innovation. 

We interviewed the Mission's Management Control Official, 1nen1bers of the Mission's 
Managen1ent Control Revie¥.1 Committee and operating unit managers. We also revicv./cd 
available documentation on the FYl998 and FYl999 FMFIA reviews. including the 
listings of nlanagement control deficiencies and manage1nent action plans for correcting 
those deficiencies. Vi/ e reviewed the Ivlission's F)' 1997, FY J 998 and F)' 1999 FMFIA 
ce1tifications to the ,i\/\/,i\NE on the overall adequacy and effectiveness of managen1ent 
controls, noted any rnaterial ¥/eaknesses identified, and reviewed the status of 111aterial 
\Veaknesses or deficiencies identified in the FY 1998 revie\v. 
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Management Comments 
APPENDIX II 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 
WEST BA,..,'K A.l"'D GAZA l\;llSSION 

Septemb~r 27, 2000 
MEMORA.."lJUM 

TO: 

FROM: 

SUBJECT: 

Darryl T. Bw'ris, RIG/Cairo 

Lany Ourber, Diroctor. WB/G ~ 
Report No. 6·294-00-00X-P 
Audit ofUSAID/Woot Ba.cl< ond Gaza's l!nplemontation of the Fodera! 
Managers' Financial l.ntegrity Act 

Tue Mission thank9 RIG/Cairo for the objective analysis of !!Jo procedllros related to our 
implementation of the FM:FLA md the suggl';stiorl:l made of how tho"se piocedures might 
b¢ improved. The Wonnation belo\Y provides out response to t1:urt draft audit report md 
the recommendations included therein. 

Recomm@ndation No. J_· .. We recommend rhat USAID~'c3! Bank s.nd Gaza revis-e its 
}.fusion Order No. 6 to require the Management Control Re-view Committee to (a.) 
discuss and docutncnt the id.enti.:6.eation of all new m.ttl..lliC'IDent contt'Ol wealrn.esses it 
'becomes aware of and (b) determine propi::r corrective actions in response to such ne"W' 

weaknesses." 

Rewonse: 1.JSAID/West Ba.cl< and Gaza has issued Mission Order No. 6, Revised (See 
Attachment A:; which reguir.;s a discussion of 'jall manageme,ut control wcakne$scs 
disclosed since the pr:vious mc!ti:ng and follow-up on previous decisions made 
concerning audit or management control issues." The: revised Mission Order also 
requ.iros the MCRC to assure "prompt resolution of lnt=al control problems." We 
believe this satisfies recommendation no. 1 and a.sk that it be closed up¢n issuance of the 
report. 

Recqmmendatiqn 1VQ 2: 'fWe rectJmmood that USAID/'W"est.Bank and Gaza.revise its 
Mission Ord.er No. 6 to (a) include a designation of I<sponsibiliti•• for cooduc~ the 
FMF!A rc".iew to specific Mission staff or offices and (b) determine the status of the 
Check.W:t and document its completion." 

Response: Mission Order No. 6, Revised (see attachment A) states that "'The Mission 
Contr¢lla is responsible., .for conducting the annual FMFIA Internal M.anagement 
Control Assessment, documenting its completion with a formal report t.o the MCRC and 
planning follow~up actions for all weaknesses idC'l'.l.tified. u We believe this satisfies the 
rr:commendation and ask tha1 this recotl1'D.endation be closed upon i.ss~ of the report 

Recqmme:ndqtion 1Vo. 3: "Vle recomme::i.d that USAIDIWest Bank and Gaza, in it5 next 
F:MFIA review, reconsider its decision to not report the Palestinia:o. Authority tax. issue 
and the Mission contract.ins, office naff shortage isiiuc as a material v..·eakn.ess. ll 
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Rt1manse: Both of these item:s weM noted on the FY 2000 FMFIA management control 
assossment ropor:t '1UXlIIUU')' (See UW:bment ll). While tho FMFIA repon b .. not yet 
been firullized, (the due date to send it to the B=au is Oetobor 20, 20-00), the 
recommmuJation to rec.onsider the dcci.siOJ1S concerning Palestin:ia:n VAT and staff 
shortaa,:es has occurred. The MCRC and other senior m.anasers in the ~siou have 
discussed the1JC issues l!ltld they will be further discussed 'With Bureau representative~ 
including th• Oep>rty Assistant Administrator for ANE, who will be vi•iting the Mission 
the week of October 2. We believe this satisfie5 the intent of recommendation no. 3 md 
ask that this recommendation be closed upon issuance of the report 

RicomnurnAAtton No. 4 · "We recommend that USAJD/West Bank at.Id Gaza review the 
procedure$ for its FMFIA review tracking system and strengthen or revise th.em to ensure 
th.at the system tr.a.cks all ~ent control deficieru::i~s throuih final conei;tive 
action." 

R4.rponst · The :\fission W initiated a ntw procedure for reporting and tracking 
deficiencies idontified through the FMF!A process. All checklist items are mted as 
satisfactory (S), satisfactory, but could be improved (Sflmp) or unsatisfactory (U). Tue 
l<!CRC then sees that for tb.o•e items rated U or S/lmp, a planned ,...elution date ls 
detem:tlned, a respon:sible party is assigned to over si:c: follow~up and the nature of 
necessary corrective actions is determined. Attachto.ent B is an C1".ample of this reporting 
and follow-up mechanism. Note the columns marked R.ESOL(ution) DA TE, 
RESP(onsible) PARTY and PLANNED ACTION. We believe tbattllis tracking sy3tom 
combined with the responsibility for follow .. up assiilJ.ed to the Controller satisfies the 
recommendation.. Aecord.i'nily, we ask that recommendation no. 4 be closed upon 
issuance of the report. 

W>t.h the actiom al.toady taken and l\lture Uxiplemonta1ion of the policies detailed in 
Mission Otdor No. 6, Revised, USAJD/West Bank and Ga7.a beli"'10s that the 
rocollll.llCll<latiom stated in the draft ieport have been met mi that all should be closed 
upon issuance of the final report. 
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USA ID/We.st Bank and Gn1 Mjgiqn Order No. 6. Revised 

Subject: 

Authority: 

Effective Date: 

Reference: 

I. PURPOSE; 

Manqerneut Con.trol ud Review 
CommIU.e (MCRC) 

ADS Soct!o111103.S.8b,103.SJla,SM.3.4 aad other 
aQfhorities deJeaated or aulped to th• Mission 
Di.rector by the ADS or other Axeney ~d1uu:e. 

Upon the date otDil'tlctor':i: .1lgnature. 

Automated Dlnc:tive Sytterw: (,.\DS) Chapter 590 
throueh Cbapcer !96 

Ta utabliah the Management Control and Review Cow:ni~ (M:CRC) and to establish th• 
Minion's pnxicduns and ~owibilidC$ in implementing the Agm::i.oy'1 Audi~ Mauaa:cment 
Rcsoll.ltion .Proamm (AMR.P) u defined in A.OS Chapter S90 tbtcugh. 596 tnd prov.ido 
guidance on i~ implementation. 

II. nu MANAGEMENT CONTRQI. AND gymw COMMrrrfi'.E• 

Tho Mana~mont Control ud Review CommJttee shall mmagt and implement the MU:td.on's 
AM.RP. The MCRC will be chaitod by the Deputy Miujo.u Directt;t a..wJ ah4ll be CODJ;pri.red of 
Mission Senior Staf':t 

Tho MCRC ahall moet at !cut overy lix months to review the status or AMRP 
Jmplcmentatlon,, diSCU$i all man•gmnimt contn:,il ~OHM lfui.Qlall'Od since the previous 
meetlns md lbllowwup 4tl pnivi01U decisiom made concmdna audit or management contra! 
is.sues. All MCR.C met:tlngll abaU be do®lneut;d awl miD.utoa m.ainu:mt.d. in th•Dircetor's 
Office. A CXJPY of the minutes 1tom each weetina: s,haU be submitted to the MWrioa. Directot 
aud made available to all MUiiion pet$0tmel. Tho Controller's Offic• will bo ~le to 
keep track of all MCRC proccediop, d:a£ttot; minutM and other dooummta: as nccusary. 

TbeMCRC: 

• Manages the annual .lotema.1 management control U$asment and 8$.9'lltt$ prompt 
:te:i:olution of internal. control p:roblcma; 

• Provides oversight fur tho audit folloW""up proccaa: by cnaurlng that awiit fullow•U]:I 
responsibilities art: oom:ctly assigned and i:mplemc:nted; 
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• Serves- as a. d~on-making: body in s:ltuations involving audit follow-up impMieS 
b•twccn the Regional l:mpeotor Geom! and tho ollice to wblch aotion·ia assigned; and, 

• Establishes Mission audit polleiea to mitigate missio11 spoclllc risks. 

m BESPONStan,JTTF1S: 

A. THE AllDfI MANAGEMENT 0Fl!'!CER· 

I. Tho Mission Controllor i• huoby dcsignaled the Minion's Audit Ma11ageu:um1 
Ottlcer (AMO). Tho AMO shall nport to tho MCRC a1ld porfbtm all the fl>notions 
req_Uircd by tho rcf=ed ADS sections. 

2. Tho Minion Conttoller ii alao rcsp011110!0, under tho dlrecllnll of the MCRC, for 
conducting tho wr.W FMF!A lnlemal Mai:iagemont Cou:trol Auesmumt, 
docwnonting Its complatlon with a fannal report to the MCRC and plaminil 
follow-up aotion.t for all ..,,.Jen ..... idcntil!<d. 

B. M(SSJQN AWJIT COMMJ'rp;E; 

The Mission Audit Committ°" (MAC) u a sub"""""'1!ttco of the MCRC. Th!.s Committee, 
chaited by tho Controller, olulll iw:lud• oapcm>anent membm, thoDoputyDim:tor, tho 
Logal otl!c<!r, the Dlre;;tar of the Progrmi Office, the l!xecutive Officer aod the Director of 
the Contracting Office (or their dosillD"")· 

Tho MAC •lull! ""'1m: lb.at all lllldlt r<sporu1ibillt1 .. are performed properly aod that prompt 
and ""POnsive action is taPn on &lldit findinga and 1J1dit roconunendatiom. The MAC sball 
report regularly to the MCRC. 

c. MISSION ACTMTX MANAGHM? 

Mission Activity Managm shall cany out all functions for Federal and FinODoial Audit> as 
rcquirod by the ADS. 

D. M,ANAGJtMENT ACJlON omq4r. (MAO): 

A Manaaomenl A<;tion Official, idemi!led by tho MCRC based •• each audit report, llha.1l 
(a) Develop tho mio!on ""'l"lUSO to draft and final audit n<:~ons rolat.d to uea 
of rcspo=oility; and, (b) :&sure that comctive aotion Is completed for def!cioncios 
idOlllified in audits. Tho MCRC will identify the MAO Cor each audit in writing. 
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E. CQfil'RACT!NG OWCJIB; 

Pe.rfonrui all tho filncticos required by tho td'cre.nced ADS 1C'Ctions, 

F. JW'EBNU MANAGEMJNT CONTROi. ASSESSMENT; 

The Controller, under the direction oftha MCRC. will be rqponaible far toordi.nating the 
preparation of the Minion's annual F.MP!A Intttnal M.anagemmt Coob'a:l AJsessment 
and to en.sure that ill o~ co ac;tivel)' involved in the evaluation of inUlr.nal eontrols. 
ThC c.ontroller will prepare a final asaemneut report to be given to the MCRC descn'birig 
wcU:ncas8' identified throughout the procou. TM MCRC will thelll detenniDe 
individuals rcapollliblc for fbllow..up action and a time frame to complete such action. 
The MCRC will advise the Miuion Director of' any weakneami that ahQUJ.d be 
highlighted in the aJmti.al !ntemal Control Certificadon and ways to act ou 1'ht identified 
weaknease.s. 

G. MSPONSmILtTY FOB UPD.lmffi THJS Wfl!'QN' ORDER; 

The Con!Joller is ""!'011<ible for ClllUriDJj that this Mission°""" is up-to-<lato and consi•t<ttt with 
the ADS or other Agency guid.ancc. Whenever revisions or changes to this lvl'.iHion Order may. in. the 
opinion of the Controller, be ~caaaiy or deai:rable, tbe ControUer ahall prepare the- proposed 
cbqcs :and rovisiOJl.C in draft fur review by oonocmed Madon staff and i'n final Utt approval by the 
Misaion Director. 

IV. AUTHORITT; 

This Mission Order is !ooued by tbe Mia>iou DUwor UOdor ADS Sootion.t 10:).s.8b, 103.S.12a, 
392.3.4, and tho other authoritic:a delegated or &33igncd to the Minion Di:rcctor by the ADS or otbsr 
Agency guidance. Tho Miuion Directer n:tains COD.e\U't'a1t authority to excrcillo any of tho authorities 
or resportsiblUtiea dole&ated or assigned in tbls Mission Ord.et to Minion •ta.ff axoept to the extent 
that the exerei&o of tho•c authorities or ~onsibilities may be oth~ limited. 

V. EFF'EC'IlyE DATE• 

This revised Mission Order ahaJl bceo.me efftctive. DpQn the date ofmy-1gnatw:e. 

7/1r/eo 
' I 

Larry Garber, Miu.ion Directer Dlltc 

·l· 
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WEST BANKIGAZA 
FY 1999 Fedtrai Mllnagera• flnancill mtegrtty Act{FMF~A) Review 

llanagemanl Cf:ll'lirof Chtc\lis\ 

VII 01llER 
iCortectJVe acik>ti nas been 
aoeompll6hed for malerialweatoosses 

' 
1-~!he mfubaFY,. 
man~ t control 0&tf!Cilllo.'\ or 
n;v~ COITT!Ctive acllol\ p1ans and 
dates have been~ . 
I\ iriSsJon managemeRtoonttolravlelW 

2 cammillee is ln plooe b address 
mansgementao::otJNatil~ issues . 

Does tie Minion have the necess&IY 

' ~-"""-.,-~, manage the number of !lvU& 
1ciion~ in the portti*l? 

Has the k4sslon. aaequetely aderassed 
~ land doctlrnentEd the Pe.!eillnian VAT -' Annaal E'ISluaOOn F0tms reAed 

!managemer,t oorll'Ol Teap:K1$fultes, 

5 lwhen appl!ca>le, Md employees. are 
leva!uatf!d on their ellacti;eneet ill 
!eaTtlng cul tl'ies& responsiillljes 

-· 
The &taft shcrtage OOle$ lri Ifie FY teoo FNFIA rorONes. 

'lv'hila new USDH af'Q U5PSC paslllcnshave been 
appr<311'ld, llley halJ6 not been filled yet 

f(jy lmctloning sloca MBrcll 2000, 

See 11 aboo.m. 

This~ mast be.Mtf Vet\Bd'nlh ~ ssrfor sfaft. 
Rt.A and £ltireat.1. ltWfl batliscussedWllh Btseail 
1ep:wtallvn dtxing Prognrn Week (Oct 2 • 6}. 

The MlssfDn was critiGlZed i:1r !hfa by RJGIC.alrO In !he 
fMFIA_.~ M~ &hWd ensure thal lheAOS 

reqtlrement la~ 'HUb. 

Al-!..\.. • ...i ~ 

RESOL, J RESP~ 
DATE • PARTY 

PUNNED 
ACTION 
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