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FOREWORD

This Annual Plan for fiscal year 2001 describes the Ofice of
| nspector General’s (OGs) plans for providing audit and
i nvestigative services within the U. S. Agency  for
| nt er nati onal Devel oprment (USAI D), African Devel opment
Foundation (ADF), and Inter-American Foundation (IAF).

The plan enphasizes the inportance of collaboration between
USAID, ADF, I|AF, and OG We believe that our audit and
i nvestigative services are vital to the integrity, efficiency
and effectiveness of each agency’ s prograns and operations.
Accordingly, this plan outlines our goals for fiscal year 2001
as they relate to those three objective areas—ntegrity,
efficiency and effectiveness.

VWile this plan is conprehensive, it is flexible enough to

deal with unexpected issues that will inevitably arise during
t he year.

In preparing this plan, we solicited suggestions from the
Congress as well as agency managers and will continue to be as

responsi ve as possible when either requires assistance from
the O G
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OFFI CE OF | NSPECTOR GENERAL M SSI ON, GOALS AND
PERFORVANCE MEASURES

The O fice of Inspector General (O G has issued a strategic
plan for fiscal years 2001-2005 that ©provides a broad
framework for the next five years. Based on that franmework,
the followng mssion statenent, goal s, and performance
measures reflect the OG s direction for fiscal year 2001.

The mssion of the OG is to contribute to and
support integrity, efficiency and effectiveness in
all activities of the U S. Agency for Internationa
Devel opment, the African Devel opnent Foundation and
the Inter-Anerican Foundati on.

In acconplishing this mssion, the OG will show commtnent
to:

Col | aboration by working with USAID, ADF and |AF to
pronmote social and econom c developnent and hel ping
managenent find solutions to probl ens.

Integrity by displaying character, decency, and honor in
perform ng our work; acknow edging what works and what
does not; showi ng nut ual respect; and mai ntai ni ng
obj ectivity, independence, and inpartiality.

Excel | ence by focusing on areas critical to managenent’s

success  and, t herefore, producing work that has
di stinction, merit, quality, and I mpact ; wor ki ng
efficiently with highly trained people who enjoy equal
opportunities to excel; delivering reliable, tinely,

conpl ete, concise and neani ngful products; and presenting
our work in a way that is nost useful to our clients.

Goal s and Performnce Measures

The goals of the OG flow from our mi ssion statenent. For
each goal articulated below, the acconpanying performnce
measures descri be what we expect to acconplish. These goal s

and related performance neasures drive the specific work to
accomplish in 2001 and for the duration of the O G s current
five-year plan.

Performance neasures for goals are a nmeans to assess the |ong-
term OG inpact on the operations of USAID ADF, and |AF.
Measuring O G inpact is obviously a very difficult task,

especially since we have no |ine authority over agency
managenment . However, we nust denonstrate whether we are
carrying out our | egislative nmandate and our m ssi on

successfully in collaboration with agency managenent.
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Hi storically, the OG community has focused many of its
performance nmeasures on ampunts of questioned costs, funds put
to better use, or inproved procedures. The foll ow ng
perfornmance neasures capture this focus and also show the
progress of USAID, ADF and |IAF in reaching positive goals that
flow fromour mi ssion statenment and the |Inspector General Act.

Goal #1: The O G wll work in collaboration wth agency
managenent to contribute to and support integrity in
all activities of USAID, ADF, and |AF.

Measures: The O G and agency managenent contribute to and
support integrity as denonstrated by the extent that
USAI D, ADF, and | AF:

have conplete and reliable financial systens,
files, records, and avai l abl e under | yi ng
supporting evidence;

identify and resolve material control weaknesses
in financial managenent practices;

identify and resolve instances of nonconpliance
with applicable | aws and regul ati ons;

identify funds owed to USAID, ADF and |AF, and
ensure paynent of debts owed by them

make measur abl e pr ogr ess t owar d conpl et e,
reliable, and consistent financial reporting by
t hese agencies and their external recipients;

have enployees and contractors wth sufficient
know edge to identify possible integrity problens
in the programs and operations of USAID, ADF and
| AF;

have enployees and <contractors who identify
integrity problems on a tinmely basis and take
steps to address them and

take appropriate action based on investigative and
audit findings.

Goal #2: The OG wll wrk in collaboration wth agency
managenent to contribute to and support efficiency
in all activities of USAID, ADF, and | AF.



Measures: The O G and agency managenent contribute to and
support efficiency as denobnstrated by the extent

t hat USAI D, ADF, and | AF:

link costs to results,

have systens that conpl etely, reliably, and
consistently report costs and results,

have denonstrated success in decreasing costs
relative to results, and

change strategies when results dimnish relative

to costs.

Goal #3: The OG wll work in collaboration wth agency
managenent to contribute to and support
effectiveness in all activities of USAID, ADF, and
| AF.

Measures: The O G and agency nmanagenent contribute to and
support effectiveness as denpbnstrated by the extent
t hat USAI D, ADF, and | AF:

have measur abl e performance targets;
have adequate systens that report perfornmance;

achi eve, or are on schedul e to achi eve,
performance targets;

change strategies when performance targets are not
met ; and

make positive, system c operational changes in the
way they do business as a result of mnmanagenent
reviews, as well as investigative and audit
efforts.

Congr essi onal Rel ati ons

The O G considers the U S. Congress to be one of its primry
custonmers and the maintenance of effective working relations
with Congress to be one of its primary goals. The O G w |

therefore, continue to reinforce its working relationship with
t he Congress. W will continually refine our procedures to
ensure that interested nenmbers of Congress receive O G work
products in the nost tinely and effective manner possible.

The O G will maintain an ongoing dialogue wi th Congressional
staffs to ensure that Congress is immediately infornmed of
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ongoing O G activity, and that the O G is devoting adequate
resources to areas of particular Congressional interest.

OFFI CE OF I NSPECTOR GENERAL AUTHORI TY, RESPONSI BI LI Tl ES
AND OPERATI ONS

Public Law 96-533, which anmended the Foreign Assistance Act of
1961, established the USAID O fice of Inspector CGeneral (O G
on Decenber 16, 1980. On Decenber 29, 1981, the President
signed the International Security and Devel opnent Cooperation
Act of 1981, bringing the USAID O G under the provisions of
the I nspector General Act of 1978, as anended.

The Inspector General Act of 1978 authorizes the OG to
conduct and supervise audits and investigations, to recomend
policies to promote econony, efficiency and effectiveness, and
to prevent and detect fraud and abuse in USAID prograns and
operations. The Inspector General is responsible for keeping
the Admnistrator and the Congress fully informed about
probl ens and deficiencies in USAI D progranms and operations, as
well as the necessity for, and progress of, <corrective
actions.

On Novenber 29, 1999, the consolidated Appropriations Act
amended the Inspector CGeneral Act to include the follow ng:

“.the Inspector General of the Agency for International
Devel opnment ..shal | supervise, direct, and control audit and
I nvestigative activities relating to the prograns and
operations within the Inter-Anerican Foundation and the
African Devel opnent Foundation.”

To carry out these legislated responsibilities, the AOG is
divided into three primary units, each headed by an Assistant
| nspector Ceneral (AlGQ: (1) Audit, (2) Investigations, and
(3) Legal Counsel and Managenent.



Audi t

The Assi stant | nspect or Gener al for Audit (Al G A i's
responsi ble for conducting and supervising audit activities
related to the prograns and operations of USAID, ADF and | AF.
Audit activities include both financial and performance
audits.

a. VWhat |Is an Audit?

An audit used to be confined to an exam nation of records or

accounts to check their accuracy. However, checking the
accuracy of records is now only part of a conplex process for
i nprovi ng our governnent's accountability to the public. The

concept is sunmarized in the 1994 revision to Governnment
Audi ti ng St andards:

"Officials and enployees who nmnage [governnent]
prograns need to render an account of their
activities to the public. Wiile not always specified
by law, this accountability concept is inherent in
t he governi ng process of this nation.

Public officials, legislators, and citizens want and
need to know whether governnent funds are handl ed

properly and in conpl i ance with | aws and
regul ati ons. They also want and need to know
whet her  gover nnent or gani zati ons, pr ogr ans, and

services are achieving their purposes and whether
t hese organizations are operating economcally and
efficiently.”

Audits add credibility to managenent's representations in
financial and performance reports about the use of governnment
funds, and they can help agency managers inprove their
per for mance. Just as the public relies on the managers of
USAID, ADF and IAF to inplenment effective and efficient
prograns and operations, these agency nanagers and ot hers nmnust
rely on the quality of OG audit work. Accordi ngly, all
audits conducted and supervised by the USAID O G are required
to follow the standards specified by the Conptroller General
of the United States.

O G Audit carries out or supervises two types of audits:

1. Financial audit, which can be either a financial statenent

audit or a financial—+elated audit. The purpose of a
financi al statement audit s to add credibility to
managenent's representations in financial statenents. A
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financial statenment audit tests nanagenent's assertions
and forms an opinion on the overall fairness of the
statements in conformty wth a conprehensive basis of
accounting. financial—+elated audits include determ ning

whet her : (1) financial information s presented in
accordance with established or stated criteria, (2) the
entity has fol | owed specific financi al conpl i ance

requirenments, or (3) the entity's controls over financial
reporting and/ or safeguarding assets are suitably designed
and inplenmented to achieve desired control objectives.
Such audits can include, inter alia, segnents of controls
and conpliance with Jlaws and regulations, and fraud
al | egati ons.

2. Performance audit, which is an objective and systematic
exam nation  of evidence to provide an independent
assessnent of t he per f or mance of a gover nnent
organi zation, program activity, or function, in order to
provide information to inprove public accountability and
facilitate decision-nmaking by parties with responsibility
to oversee or initiate corrective action.

b. Audit Strategies and Priorities

O G Audit plans to carry out financial and performance audits
to assist USAID, ADF and |AF in maintaining and inproving
their integrity, efficiency and effectiveness, and help keep
t he Congress, the public and other concerned parties infornmed
about the prograns and operations of these agencies. We
expect these efforts to be self-initiated and responsive to
Legi sl ati ve and Executive Branch expressions of interest.

Since much of OG Audit's work is directly tied to |legislative
requi renents applicable to USAID, ADF and |AF, O G Audit wll

focus audit activity upon agency efforts to inmplenent the
requi renents of the:

Federal Managers' Financial Integrity Act of 1982;
Chi ef Financial Officers Act of 1990;

Gover nment Performance and Results Act of 1993;
Gover nnent Managenent Reform Act of 1994;

Single Audit Act, as anended in 1996, and USAID s
extension of the Act's principles to the overseas
envi ronnent ;

Federal Financial Managenent | nprovenent Act of 1996;

Cl i nger - Cohen Act of 1996; and



Governnment I nformation Security Act of 1999.
In addition to audit activities designed to help USAID, ADF
and | AF neet legislative requirenents, O G Audit wll focus

audit activity in areas that are considered high-risk. These
areas include, anong others:

new programs in countries viewed as relatively nore
vul nerable to corruption;

new prograns in countries where USAID | acks the human
capital to provide close oversight;

procur enent;

di saster assi stance; and

Public Law 480, Title Il, food prograns.
As well, non-Federal auditors wll provide significant audit
activity, wunder our general oversight, to contribute to and
support the financial integrity of contractors, non-
gover nnent al or gani zati ons, and ot her institutions that

recei ve USAID fundi ng.

Specific activities designed to advance this strategy are
detailed elsewhere in this Plan. While each of these
activities IS i nt egral to t he Pl an's successf ul
i mpl enentation, O G Audit retains the flexibility to nodify
the Plan as necessary throughout the year to neet changing
ci rcunst ances.

C. Audit Objectives, Scope, and Met hodol ogy

Obj ectives define the purpose of an audit and can be thought

of as questions that the auditors are trying to answer. They
determne the type of audit to conduct and are key to a
successful audit. Scope is the boundary of the audit and

addresses such things as the period and the nunber of
| ocations to cover. Methodology relates to the data gathering
and analytical mnmethods that auditors use to answer the
questions posed in the objectives.

d. Staffing

O G Audit operates with 126 full-time positions, 78 of which
are located in its Washington, D. C. headquarters, while 48
are |located overseas. Regional Inspectors General offices are
| ocated in San Sal vador, El Sal vador ; Dakar , Senegal
Pretoria, South Africa; Cairo, Egypt; Budapest, Hungary; and
Mani | a, Phili ppines.

e. Audit Uni verse



According to USAID s
year 2001, USAID expects

Congr essi onal
to obligate about

USAI D- provi ded assi stance (see table bel ow).

Present ati on

for

fiscal

$7.5 billion for

FI SCAL YEAR 2000 COPERATI NG YEAR BUDGET
(ACTUAL APPRCPRI ATI ON) FOR MAJCR USAI D PROGRANVG

($000)
FY 1999 FY 2000 FY 2001
Appropriate |Appropriate Budget
USAI D Account Lesel Lesel Request
Devel opnent Assi stance 1,194, 000 1,191, 008| 948, 822
Child Survival and Di sease Prograns 595, 000 614, 866 659, 250
Devel opment Fund for Africa [ 452, 487] [ 448, 830] 532, 928
I nternational Disaster Assistance 388, 000 202,014 220, 000
Credit Prograns 8, 446 8, 490 8, 000
USAI D Operating Expenses 502, 792 540, 960| 520, 000
I nspect or General Operating Expenses 27,117 24, 950 27,000
Foreign Service Disability and [ 44, 552] [43,837] | [44, 489]
Reti rement
Economi ¢ Support Fund and 2,594, 100 2,792,187|2, 313, 00
International Fund for Ireland 0
Pl an Col unbi a 0 [127,500] | [90, 000]
Central American/ Caribbean 613, 500 0 0
Di saster Recovery Fund
Assi stance to the 847, 000 835, 812| 830, 000
I ndependent States
Support for Eastern Europe 550, 000 532,970 610, 000
and the Baltics
Kosovo/ Sout heast Europe Initiative 0 195, 000 0
Public Law 480 Food For Peace Title 11 986, 200 800, 000 837, 000
Public Law 480 Food For Peace Title III 25, 000 0 0




USAI D Tot al : 8, 331, 155 7,738, 257|7, 506, 00

0

The ADF and | AF have requested funding of $16 and $20 mllion
respectively for Fiscal Year 2001.

Fiscal Year 2000 Operating Budget For
African Development Foundation and Inter-American Foundation

($000)
Fiscal Year
Fiscal Year Fiscal Year 2001
1999 2000 Request
African Development Foundation 11,000 14,400 16,000
I nter-American Foundation 20,000 5,000 20,000
Tota 31,000 19,400 36,000



| nvesti gati ons

The Assistant Inspector General for Investigations (AIG1) is
responsible for the execution of crimnal, civil and
adm ni strative investigative activities relating to the
prograns and operations of the United States Agency for
I nternational Devel opment (USAID), the African Devel opnment
Foundation (ADF) and the Inter-Anmerican Foundation (IAF).

a. What is the O G Investigative Rol e?

O G lInvestigations investigates allegations of violations of
Federal crimnal and civil statutes, and rules or regul ations
related to the progranms and operations of USAID, ADF and | AF.

O G Investigations perforns the foll owing functions:

(1) Investigates crimnal and civil matters involving fraud
waste, and abuse in agency prograns and operations by
contractors, suppliers, grantees, recipients and enployees.
The results of inquiries, which disclose evidence of crimnal
wrongdoing or civil violations, are referred to the Departnment
of Justice for adjudication. The investigative results are
al so referred to agency managenent for appropriate action.

(2) | nvestigates conplaints against agency contractors,
suppliers, grantees, recipients or enployees of serious
adm nistrative irregularities and other conduct prejudicial to
the United States Governnent. I nquiries, which disclose
violations of Federal or agency rules or regulations, are
referred to agency managenent for appropriate action.

(3) Conducts inquiries and devel ops information requested by

seni or agency nmanagenent or Congress to fulfill their
oversight responsibilities. VWhen such inquiries develop
information of crimnal wongdoing, they are referred to the
Departnment of Justice. When they develop information of

adm ni strative or regulatory violations, they are referred to
agency nmanagenent as well as to the requesting organization
for any action they deem appropriate.

(4) Exercises investigative oversight of the ADF and the | AF.

(5 Mintains the O G Hotline, which covers USAID, ADF and
| AF.



b. Staffing

O G lnvestigations s organized into four conponents: a
Headquarters unit, a Special I nvestigations Division, a
Donmestic Program Integrity Division, and an Overseas Program
Integrity Division. The Headquarters conponent is staffed by:
the Assistant |nspector General for Investigations; the Deputy
Assi stant Inspector General for |Investigations; a Crimnal

Resear ch and Statistics Br anch, consi sting of three
pr of essi onal per sonnel , which will oversee the d obal
i nvestigative program and a support staff. The Speci al
| nvestigations Division investigates allegations of crimnal
and admnistrative msconduct by agency enployees. The
Donmestic and Overseas Program Integrity Divisions investigate
all egations of crimnal, civil and adm nistrative violations

wi t hin USAI D progranms and operations.

The Special Investigations Division and the Domestic Program
Integrity Division are l|ocated in Wshington, DC. The
Overseas Program Integrity Division is headed by a Special
Agent -in-Charge, who 1is stationed in Budapest, Hungry, and
supervises the investigative operations of O G Agents posted
i n Budapest, Cairo, Dakar, Manila, Pretoria and San Sal vador.

For fiscal year 2001, the investigative staff will consist of
32 full-tinme positions. O these, 26 wll be crimnal
investigators (17 in the United States and 9 overseas) who
will be available to conduct crimnal investigations and/or
inquiries of serious enployee m sconduct.

c. Focus

O G lInvestigations' plans for fiscal year 2001 are derived
from conti nui ng di scussi ons with USAI D managenment ;
coordination with auditors; input from investigative staff;
review of caseload statistics; and an analysis of USAID high
dollar activities and prograns. O G lInvestigations wll

mai ntain the flexibility to respond when and where serious
situations may unexpectedly arise; however, our investigative
efforts will concentrate on anti-corruption initiatives; fraud
in connection wth contracts, grants, and cooperative
agreenents; and enpl oyee m sconduct.

d. Investigative Activities

O G Investigations discharges its responsibilities through two
types of activities—reactive and proactive.

Reactive Activities

Reactive investigations involve responding to allegations of
fraud, waste or abuse in USAID, ADF and |AF progranms and
operations. Cases are initiated as a result of a conplaint or
all egation from a nunber of sources, including the OG
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Hotl i ne, agency enployees, contractors, the public, audit

referrals, nmenbers of Congress, Congressional staff, and
information received from other agencies. Many of these
i nvestigations involve contract and procurenent matters, which
are conplex in nature, ent ai | wor | dwi de coverage  of

investigative leads, and require protracted and substanti al
expendi tures of resources.

Proactive Activities

O G lInvestigations’ proactive initiatives focus on identifying
agency progranms that may be vul nerable to fraud. Proactive
activities are broader-based and systemc in nature. | f
specific conpanies or individuals are identified as possibly
engaging in questionable activities, separate cases are
initiated.

The focus of O G lnvestigations’ activities in fiscal vyear

2001 wll <continue to be anti-corruption initiatives and
agency programs involving mjor procurenent of products and
servi ces. O G I nvestigations wi | gat her and anal yze
information from agency program and contracting officials,
audi tors, Feder al agenci es, and contractor personnel.

O G lInvestigations efforts will be routinely coordinated with

O G Audit and agency procurenment officials.

In addition, O GG lnvestigations wll continue to provide
information to USAID M ssion Directors and agency enpl oyees on
fraud awareness and the role of the OG

e. Inspector General Hotline

The O G maintains a toll-free Hotline (1-800-230-6539 or 202-
712-1023), a postal mailbox (P.O Box 657, Washington, D.C.
20044-0657), and an electronic mailbox (1G HOTLI NE@ G. | @GAl DW .

The O fice of Investigations will ensure that the Hotline
nunber and mailing address are w dely circulated in agency
publ i cati ons. Any of these avenues can be used to |odge a

conplaint with O G Investigations or to report alleged acts of
waste, fraud, or abuse involving ADF, |AF or USAID prograns
and personnel. Callers to the OG Hotline nmay choose to
remai n anonynous or may request that O G Investigations keep
their identities confidential.


mailto:HOTLINE@IG.I@AIDW)

Legal Counsel and
Managenent

The Legal Counsel and the Assistant |Inspector GCeneral for
Managenment (AIG M provide advice and assistance to the
| nspector General and the other Assistant |nspectors GCeneral
on legal, adm nistrative, financial, and personnel matters.
AIGM is directly responsible for personnel, budget ary,
contracting, logistical, information resource mnagenent, and
adm ni strative coordination for the O Gs Wshington, D.C.
headquarters and overseas regi onal offices.



OFFI CE OF | NSPECTOR GENERAL STAFFI NG

The O Gis authorized 196 full-time, direct hire positions, as
shown bel ow

Organi zational Unit Tot al Washi ngt on Over seas

Posi ti ons

| nspector Gener al 6 6 -
Al G Audi t 126 78 48
Al G I nvestigations 32 23 9
Legal Counsel and 32 32 -
Managenment

Tot al s 196 139 57




WORKING WTH ACGENCY NMANAGEMENT TO CONTRI BUTE TO AND
SUPPORT INTEGRITY IN ALL ACTIVITIES O USAI D, ADF, AND
| AF

The OG will work in collaboration with agency managenment to
hel p ensure that USAI D, ADF, and | AF:

have conplete and reliable financial systens, files,
records, and avail abl e underlying supporting evidence;

identify and resolve material control weaknesses in
financi al managenment practices;

identify and resolve instances of nonconpliance wth
appl i cabl e I aws and regul ati ons;

identify funds owed to USAID, ADF and |AF, and ensure
payment of debts owed by them

make neasurabl e progress toward conplete, reliable, and
consi stent financial reporting;

have enpl oyees and contractors with sufficient
know edge to identify possible integrity problens in
t he prograns and operations of USAID, ADF and | AF;

have enpl oyees and contractors who identify integrity
problens on a tinely basis and take steps to address
t hem and

take appropriate action based on investigative and
audit findings.

(A) Audit Activities

O G Audit will work with agency nmanagenent to hel p ensure that
USAI D, ADF and | AF mai ntain adequate accountability over their
resources while developing and inplementing reliable and
conprehensi ve nmanagenent and accounting information systens.
During this fiscal year, O GAudit plans to do this by

audi ting, exam ning, and otherwi se providing critical review
of USAID s inplenmentation of the:

Federal Managers' Financial Integrity Act of 1982;
Gover nment Managenment Reform Act of 1994;
Federal Financial Managenment | nprovenment Act of 1996;

Cl i nger - Cohen Act of 1996;
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Single Audit Act, as anended in 1996, and USAID s
extension of the Act's requirenments to the overseas
envi ronment ; and

Governnent I nformation Security Act of 1999.

O G Audit plans to achieve this result through the foll ow ng
activities.

1. Audits of the Agency Financial Statenents, Related Controls
and Rel ated Conpliance for Fiscal Year 2001.

The Governnment Managenent Reform Act requires Executive Branch
agencies to submt audited financial statenents each year
covering all agency accounts and associ ated activities. These
financial statenments nust be prepared in accordance wth
generally accepted accounting principles. The correspondi ng
audit nmust conply with Government Auditing Standards, and the
suppl enental scope and procedures established by the O fice of
Managenent and Budget.

OG Audit will audit the financial statenents of USAID, ADF
and | AF under the auspices of the Government Managenent Reform
Act. Audit activity depends upon agency nanagenent's tinely
provi sion of auditable statenents. Audit testing wll take
pl ace in Washi ngton, D.C. and at selected |ocations overseas.

2. Audit of USAI D s Advances and Related Controls

I n support of the OG s audit of USAID s financial statenents,
we wll audit USAID s advances and related controls to
determ ne whether USAID has inplenmented adequate controls to
permt conplete, reliable and consistent reporting of its
advances in the financial statenents at fiscal year-end.

During our prior audit of USAIDs advances and related
controls, we reported deficiencies that hindered USAID s
ability to reliably report advances at fiscal year-end. Qur
audit report included four recomendations that focused on
i nproving accounting for advances, strengthening related
controls, and conmplying with applicable |aws and regul ations.
During the audit of USAID s advances and related controls for
fiscal year 2001, we will follow up on these recomendati ons.

3. Audit of USAID s “Fund Balance Wth the U S. Treasury” and
Rel ated Controls

I n support of the OG s audit of USAID s financial statenents,
we will audit USAID s fund balance with the United States
Treasury and provide USAID with the results of our detailed
audit-work regarding this material line item reported on the
Bal ance Sheet. We will determ ne whether USAID has i npl enented
adequate controls to permt conplete, reliable and consistent
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reporting of the Fund Balance with the U S. Treasury in the
financial statements at fiscal year-end. In our prior audits,
we reported several problens that hindered USAID s ability to
reliably report its Fund Balance with the U S. Treasury at the
fiscal year-end. While USAID had inproved in this area, we
identified several continuing problenms that hindered USAID s
ability to reconcile differences wth +the fund balance
account. We plan to followup on the corrective actions taken
in response to these findings.

4. Audit of USAI D s Credit Recei vabl es and Rel at ed
Control s

we w audit USAID s credit receivables and related controls.

In July 1988, USAID successfully conpleted the outsourcing of
its credit portfolio managenent to a comrercial bank. We
determ ned that USAID adequately addressed all the credit
program rel ated recomrendations in our 1998 report on USAID s
financial statenents.

I n support of the O G s audit of USAID s financial statenents,
il
ul

The primary focus of our prior audits has been the Direct Loan
Program However, our fiscal year 2001 audit of USAID s
credit receivables wll include the other |oan prograns
adm ni stered by USAID. W will determ ne whether all USAID
credit recei vable balances are properly <calculated and
reported to permt the preparation of conplete, reliable and
consi stent financial statenments at fiscal year-end.

5. Audit of USAID s Accrued Expenditures, Accounts Payable, and
Rel ated Controls

I n support of the OG s audit of USAID s financial statenents,
we will audit USAID s accrued expenditures, accounts payable
and related controls. During our prior audit of USAID s
accounts payable, we identified several problens that hindered
USAID s ability to reliably calculate and report accrued
expendi tures and accounts payable at the fiscal year-end. To
assist the financial statenents, the O G provided detailed
information regarding the questionable accrued expenditures
and accounts payabl e. I n addi ti on, t he O G nmde
recomendations to strengthen the controls used to calculate
and record accrued expenditures for USAID/ Washi ngton. We wil
conduct an additional audit to determ ne whether USAID has
i npl emented a mnmethodology to properly calculate and report
accrued expenditures and accounts payables to permt the
preparation of conplete, reliable and consistent financial
statenments at fiscal year-end.

6. Audit of USAID s Wt hhol di ngs and Contri butions for
Retirement, Health Benefits, and Life |nsurance

W will perform the procedures specified in the Ofice of
Managenent and Budget Bulletin, “Audit Requirenents for
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Feder al Fi nanci al St at ement s” to determ ne whether t he

retirement, heal t h, and life i nsurance
wi t hhol di ng/ contri buti ons and suppl enment al seni annua
“Headcount Report” submtted to the Ofice of Personne
Managenment were reliable. W will report the results of our

audit to the Chief Financial Oficer and the Associate
Director for Retirement and |Insurance at the Ofice of
Per sonnel Managenent.

7. Audit of Controls Over Conpensation to Mjor USAID
Contractors and of the Accounting for Salaries in Excess of
the FS-01 Level

Direct |abor represents a significant portion of USAID s

expenditures on cost-type contracts. Of particular concern,
audits nade by the Defense Contract Audit Agency have
guestioned salaries paid above the FS-01 |evel. However,

invariably the Contracting O ficer’s managenent decision was
that he/she had determ ned that the excess costs were never
billed to USAID. This audit will exam ne this issue as well as
to see what is really happening with the conpensation systens
of large USAID contractors with respect to the allowability of
conpensation costs. W will gain an understanding of the
conpensation system s controls and related risks for selected
USAID contractors, and the adequacy of those systens for
government contracts.

8. Audit of Costs Charged to USAID Cost-Type Contracts and
G ants for Consultant and Professional Services Provided to
Maj or USAI D Reci pi ents

The Feder al Acqui sition Regul ati on 31. 205-33 defi nes
consultants as "persons who are nenbers of a particular
pr of essi on or possess a special skill and who are not officers
or enployees of the contractor.” USAI D cost-type contracts
and grants typically use the services of consultants to a
significant extent.

This audit my include consultant costs charged direct to
contracts and those charged through indirect pools such as
overhead and general and adm nistrative expenses. The audit
will be based on a sanple of two or three major USAID
recipients or those with past problens in this area. W wll
gain an understanding of the controls over consultant costs
for selected contractors, and the adequacy of those controls
for governnment contracts. Additionally, we will determ ne the
nature, extent, and allowability of consultant costs charged
to USAI D contracts.

9. Audit of USAID s Efforts to Mgrate Financial Mnagenment
| nformati on

USAID is inmplenenting the core accounting conponent of a new
i ntegrated financial nmanagenent system to replace the previous
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one. Because USAID s integrated system wll I ncl ude
information from the prior system USAID needs to convert and
mgrate data from existing systems to the new core financia
managenent system Qur objective will be to answer the
guesti on:

Did USAI D adequately ensure the conpleteness, accuracy,
and validity of the converted and mgrated data to the
new i ntegrated financial mnagenment systenf

The audit wll be performed in Washington and at selected
USAI D m ssi ons over seas.

10. Audit of USAIDs Efforts to Inplenment an Effective
(rodel) Conmputer Security Program in Accordance wth
Comput er Security Act Requirenents

As required by the Conputer Security Act of 1987 and the
Office of Managenent and Budget Circular A-130, federal
agencies nust identify and protect conmputer systens containing
“sensitive” information and establish a mnimm set of
controls for a conputer system security program The A G
reported, in Septenmber 1997, that USAID had not inplenented a
security program that nmeets the requirenments of the Conputer
Security Act or Circular A-130.

Since then, USAID has made significant progress toward
inproving its ability to protect its conmputer systens. For
exanpl e, USAID has appointed an Information Systens Security
O ficer, developed and conducted risk assessnments at four

nm ssi ons, and perfor nmed security eval uati ons and
certifications of its New Mnagenment System In addition,
USAID has developed a Mdel Information System Security
Program which provides a framework for identifying and
di ssemnating to other governnment agencies a conplete set of
“best practices” for inplenenting an effective conputer
security program Although USAID has made these inprovenents,
much work remains to be done. Qur audit objectives will be to

answer the questions:

What progress has USAID made in fostering governnent-w de
i npl ementation of its “nodel security prograni?

To what extent has USAID inplenented best practices that
nmeet the requirenents of the Conputer Security Act of
1987 and OMB Circul ar A-1307?

The audit wll be conducted in Wshington, D.C. and at
sel ected | ocati ons overseas.

11. Audit of USAID s Financial System s Modernization Plan

The Federal Financial Managenent |nprovenent Act of 1996
requires that each agency inplement and mintain financial
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managenent systenms that conply with Federal requirenents for

financi al managenment systens, including O fice of Managenment
and Budget Circular A-127. This Circular requires agencies to
i nplement a single, integrated financial nanagenent system

which is a unified set of financial systens and the financial

portions of m xed systens (systens that support both financi al

and non-financial activities). USAID' s goal is to inplenment

an integrated financial nmanagenent system in accordance wth
Circular A-127 by fiscal year 2002. To attain this goal,

USAI D established the Ofice of Financial System Integration
to plan for and acquire USAID s financial and m xed financial

systens. This Office, under the direction of the Chief

Financial O ficer and Chief Information Officer, is preparing
an overall plan to nodernize its |egacy systens, which is a
conponent of USAID s integrated financial system This audit

wi |l answer the question:

Has USAI D adequately planned for the inplenmentation of an
integrated financial managenent system that neets the
requirenments of t he Feder al Fi nanci al Management
| nprovenent Act?

12. Audit of USAID s Information Systens’ General Conputer
Controls

CGeneral conputer controls are the structure, policies, and
procedures that apply to all or a large segnent of an entity’s
information systens and help ensure their proper operation.
The primary objectives of general controls are to safeguard
dat a, pr ot ect conputer application prograns and system
software from wunauthorized access, and ensure continued
conputer operations in case of unexpected interruptions.

In 1998 and 1999, our audits reported that USAID did not have
effective general controls over financial systens that operate

on t he mai nf r ame, client-server and UNI X conput er
envi ronnent s. In response to our recomendations, USAID s
managenent had taken sonme actions to inprove its general
controls over its financial managenment systens. Since then,

however, USAID started inplenmenting a new financial managenent
system that required changes to the supporting conputer
envi ronments.

To mnimze risks to USAID s sensitive and critical financial
systens, the general controls over the new conputer systens
will need to be eval uated. This audit wll answer the
guesti on:

Do USAID s information systenms contain adequate genera
conputer controls to provide assurance that financial
information reported is conplete and reliable?

The audit wll be conducted in Wshington, D.C. and at
sel ected | ocati ons overseas.
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13. Audits of USAID s I nplenmentation of an Integrated
Fi nanci al Managenent System in Washington and Sel ected
M ssi ons

USAID is inmplenenting an integrated financial nanagenent
system utilizing Comrercial-Of-The-Shelf sof t war e. Thi s
integrated system is expected to conply with the Federal
Fi nanci al Managenent | mpr ovenent Act of 1996 and the
| nformati on Technol ogy Management Reform Act of 1996. The new
system is being inplenmented in several phases. Phase | wll
focus on i npl ementing the core financial system at
USAI D/ Washi ngton, and is scheduled for conpletion by October
1, 2000. Phase Il is the pilot inplementation of the core
accounting system at two overseas mssions (Egypt and E
Sal vador), scheduled for conpletion by April 1, 2001.
Subsequently, the new system wll be deployed to other
m ssions. These audits will answer the questions:

Does the new core financial system in Washington, Cairo
and San Sal vador nmeet USAID s functional and perfornmance
requi renents?

Has USAI D adequately planned for the inplenmentation of a
core financial systemat the remaining nm ssions?

The audit wll be conducted in Wshington, D.C. and at
sel ected | ocati ons overseas.

14. Audit of USAID s “Information Technol ogy Capital Planning
and I nvestnment Process” Under the Clinger-Cohen Act

The Clinger-Cohen Act of 1996 requires that each Governnment
agency establish a Chief Information Officer position and
vests the procurenent authority of the General Services
Adm nistration in each agency. The Act’s purpose is to
i nprove the productivity, efficiency and effectiveness of
federal programs through the inproved acquisition, use and

di sposal of information technology resources. It creates
incentives to break information technology acquisitions into
smal l er, nore manageabl e pieces. It also nmandates that

agencies nmmnage their information technology as a capital
investnent and inplement a process to maxinm ze the val ue,
assess and nmnage risks involved in information technol ogy
i nvestnents, and nonitor progress in terms of costs, system
capabilities, tinmeliness, and quality. This audit will answer
t he questi on:

To what extent does USAID s process to select, nonitor
and evaluate capital information technology investnents
neet legislative and Ofice of Managenent and Budget
requi renents?

15. Audit of Controls Over Dial-up Access to USAID s Conputer
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Syst ens

The U.S. General Accounting Ofice has stated that access
controls to conputer systenms should provide reasonable
assurance that computer resources are protected against
unaut hori zed nodification, disclosure, |oss, or inpairnment.

| nadequate access controls dimnish the reliability of
conputerized data and increase the risk of destruction or
i nappropriate disclosure of data.

USAID s information systens allow dial-up or renote access to

users. This neans that these individuals can use a nodem to
access and use the system from a renote |ocation, such as
their honme or a field office. Because such access can

significantly increase the risk of unauthorized access,
stringent controls should be required for dial-up conputer
access to protect sensitive data and other conmputer system
resources from unauthorized external intrusions. This audit
wi Il answer the follow ng questions:

Do USAID s policies and procedures provide adequate
gui dance for authorized wusers to properly safeguard
resources accessed from unsecured sites?

Has USAI D i npl enmented adequate controls when using dial-
up connections to reasonably ensure that its information
resources are protected from unauthorized or inproper
rempte access?

16. Audit of USAI D s Control s Over Its Over seas
Communi cati ons Net wor k

USAID relies on “Very Small Aperture Termnal” satellite
connections to collect, process, and dissem nate agency data
to and from overseas mssions. This technology allows a user
to provide telecommunication services where terrestrial
transm ssions are not readily attainable or reliable. The
technol ogy enables USAID to establish an effective and
reliable Wde Area Network, which is the venue for its
tel ecommuni cation systens wth its overseas ni ssions.
Specifically, the satellite imge data from the overseas
m ssions are sent through USAID s tel ecommunication systens to
t he New Managenent System and then the New Managenent System
processes the data. Threats and risk to critical data
accessed and transmtted through satellite connections have
i ncreased over the years. Therefore, a primary security issue
is to ensure that access to and wuse of the satellite
technol ogy are appropriate and that sensitive data are secure.
This audit will answer the question:

Does USAI D have effective controls to secure transm SSion

of critical data to and fromits overseas M ssions using
the “Very Small|l Aperture Term nal” technol ogy?
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17. Audit of the WVulnerability of USAID s Paper Personnel
Recor ds

The Paperwork Reduction Act establishes a broad nmandate for
agencies to perform their information resources managenment
activities in an efficient, effective and econom cal manner.
The Act requires the Director of the Ofice of Managenent and
Budget to develop and inplement wuniform and consistent
information resources nmanagenent policies. The Director of
the O fice of Personnel Managenent, consistent with guidelines
from the Director of the O fice of Managenent and Budget,
devel ops and mai nt ai ns gover nnment - wi de st andar ds and
procedures to ensure the privacy and security of civilian
personnel information and records. At USAID, it is inportant
that sensitive personnel records are adequately protected from
| oss or destruction. However, USAID officials have expressed
concern that USAID s personnel records are vul nerable because

only one paper copy of sone critical records exists. Thi s
audit will answer the question:
Are USAID s personnel and payroll records protected in

accordance wth Paperwork Reduction Act and O fice of
Managenent and Budget requirenments?

18. Quick Response Audits

Quick response auditing is an enmerging concept designed to
deliver nore tinely audit results for client-requested
engagenents where a problem is known or suspected and the

obj ectives and scope are |limted. These audits are
performance audits where tinme is of the essence and extensive
details are not necessary. W plan to continue to provide

t hese kinds of audits in response to:
Congr essi onal requests;
al | egati ons of waste, abuse, and m smanagenent; and
ot her requests for information or analysis.

19. Consultations and Analyses to Foster Inprovenents in
USAID's Program for Inplenentation of the Federal
Managers’ Financial Integrity Act

Qur Information Technol ogy and Special Audits (ITSA) Division
will work with USAID managenent to identify inprovenents and
best practices for USAID s processes for inplementing this
Act .

20. Audit of USAID s Controls Over Credit Card Transactions
for Small Purchases

USAID uses credit cards for small purchases. This practice
was instituted to reduce costs associated with ol der purchase
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order systens. USAI D has established policies to govern the
use of credit card purchases and nmade mmj or changes in use of
credit cards for the small purchases in 1999.

Because of the risks associated with credit card use, the AOG

will exam ne controls over the use of the cards (proper fund
comm tnment, purchase approval procedures, card issuance and
retrieval processes, etc.). We will determ ne whether USAID

has appropriate controls to nonitor the use of governnent
credit card for small purchases and whether USAID is neeting
performance standards for efficient use of this acquisition
met hod.

21. Oversight of Audits Perfornmed by |Independent Public
Accountants Under Office of Managenent and Budget
Circular A-133

USAID relies on non-federal audits to validate the integrity
of foreign and domestic grantees responsible for inplenenting
USAI D-fi nanced activities. Awar ds subject to audit under the
O fice of Managenent and Budget Circular A-133 and the
reci pient-contracted audit program represent approximtely 45
percent of all funds awarded by USAID. For donestic
organi zations, a Circular A-133 audit 1is required of a
nonprofit organization that receives at |east $300,000 in
f ederal awards.

W will: (1) assess the quality of audit reports that identify
findings affecting USAID grant progranms; (2) provide technical
gui dance, as necessary, to grantees and auditors involved in
the Circular A-133 audit process; and (3) facilitate an
inproved flow of information to the OG (especially to
Regi onal |Inspectors General), USAID, other federal and non-
federal officials involved in the non-federal audit process.

22. Oversight of Services Provided by the Defense Contract
Audi t Agency

USAID contracts with the Defense Contract Audit Agency to
validate the integrity of for-profit contractors and grantees
responsi ble for inplenmenting USAID-financed activities. USAID
awards subject to audit by this external audit agency
represent approximtely 40 percent of all funds awarded by
USAI D. The oversight program for these audits conducted by
Def ense Contract Audit Agency ensures that: (1) programor O G
funds are committed for the services of the Defense Contract
Audi t Agency requested by USAID officials; (2) USAID officials
receive all U S.-based contractor audits; (3) USAID program
officials are informed of their individual responsibility to
resolve findings affecting USAID awards, and (4) the audit
reports contain the necessary information required by USAID
program of ficials.

W wll: (1) arrange funding, in collaboration with USAID
- 24 -



managenent, for audit and review work requested by agency
officials; (2) provide technical guidance, as necessary, to
Defense Contract Audit Agency, O G and agency officials
involved in the audit oversight process, and (3) facilitate an
inproved flow of information to the OG (especially to
Regi onal |Inspectors General for Audit), USAID, other federal
and non-federal officials involved in the oversight process
for services provided by the Defense Contract Audit Agency.

23. Quality Cont r ol Revi ews of Audi ts Per f or med by
| ndependent Public Accountants of USAID s Enterprise
Funds

USAID relies on non-federal auditors to audit the operations
of USAID s Enterprise Funds. The O G s quality control review
program for the Enterprise Fund ensures that these audits are
properly conducted in accordance with the requirenents of
governnment auditing standards and grant provisions. We will
review audits covering significant dollar anounts, based on
referrals, and based on specific risk factors. Particul ar
attention will be paid to the investnment valuation at the
bal ance sheet | evel . W will also ensure that the
i ndependence of the non-federal auditors has not been
conprom sed, in appearance or fact.

24. Survey of USAI D-financed Assistance in East-Tinor

USAI D has provided $60 mllion in funding to East Tinor after
its vote for independence in August 1999. Currently, East
Ti nor is under the authority of the United Nations
Transitional Adm nistration in East-Tinor. The assistance to
East Tinmor is anmong the | argest enmergency assistance efforts
now being carried out in the region. It is also being carried
out in a country that Jlacks a USAID mssion and in an
envi ronnent of considerable political instability.

W will determne what quantities of aid have been provided
and for what purposes, and whether USAID resources are being
used in East Tinmor in accordance with United States |aws and
regul ati ons.

25. Audit of USAID/ Liberia s Conmpliance wth the Brooke
Amendment and Sections 617 and 620Q of the Foreign
Assi stance Act of 1961

Section 620Q of the Foreign Assistance Act and the Brooke
Amendnent prohibit the provision of foreign assistance to any
country which is in default for six nonths or nore on the
principal or interest on any |oans nmade by the United States.
Section 617 of the Act requires USAID m ssion to prepare and
submt a “wind up plan” for approval by the Assistant
Adm ni strator of the Bureau, which describes all USAID funded
activities, and recomends which activities should be
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conti nued or discontinued, under the authorities stated in
Sections 620Q and the Brooke Amendment.

Li beria has been in violation of 620Q and Brooke Anendment
since Decenmber 31, 1988, and July 1, 1989, respectively.
Al t hough recent Foreign Assistance Appropriations Acts
contained statutory waivers of the Brooke and 620Q sanctions
for Liberia, the fiscal year 2000 Appropriations Act does not
include such a waiver. Thus, Liberia becane subject to the
Brook and 620Q sancti ons on Novenber 29, 1999.

This audit will determ ne whether USAID/ Liberia conplied with
and inmplenented selected criteria of the Brooke Anmendnent and
Sections 617 and 620Q of the Foreign Assistance Act of 1961.

26. Survey of USAID-financed Assistance to Nigeria

Last vyear, after fifteen years of a «corrupt mlitary
dictatorship, Nigeria inaugurated a denocratically elected
presi dent and national, state and |ocal representatives. For
fiscal year 2001, the USAID Nigeria budget request totals
$80 mllion, the largest in Africa. In addition, 600 percent

growh is expected in the staffing level of USAID Nigeria,
with nuch of this staff having limted experience in managi ng
USAID activities. The accounting station is USAID Ghana,
whi ch has not accepted responsibility for the accuracy or
validity of accounting data for USAID/ Nigeria. The M ssion
has five di fferent pl anned activities: gover nance,
agriculture, education, health and energy.

The large increase in budget and staff, the absence of a
financial nmanagenent office in N geria, and the country’'s
reputation as the second nost corrupt country in the world all
i ndicate that the devel opment activities are in an environnment

of high risk. To determine the level of risk of these
activities, we wll conduct a survey. W will assess
individually the level of risk (low, medium or high) for the
i npl ementing institutions, funding anounts, i npl ementi ng
arrangenents and the nature of the activities. The survey
wi | i dentify ar eas of vul nerability and provi de

recommendati ons to i nprove the accountability of the Mssion's
activities and conpliance with USAI D managenent controls.

27. Audit of USAID s Conpliance with MIlitary Coup Rel ated
Program Suspensi on Requirenments of Section 508 and O her
Rel ated Sections of the Foreign Operations Appropriation
Acts—€ote d' Ivoire

Sections 508 and 522 of the Foreign Operations Appropriation
Act concern the suspension of foreign assistance to those
countries in which a mlitary coup has taken place. I n
Decenmber 1999, the mlitary in Cote d Ilvoire overthrew the
civilian government. USAID and the Departnent of State are
reviewing the situation in |light of the above foreign
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assi stance | egislation. Foll owi ng the coup in Decenber 1999,
USAI D/ Washi ngton  sent a cable to USAI D/ Cote d'lvoire
announcing the suspension of foreign assistance in that
country.

Al t hough no new budget requests have been made for Cote
d Ivoire, many issues exist regarding the status of current
obligations, the nmaintenance of inplenmenting organizations
within the country, continuing disbursenents, and the
identification and status of regional prograns within the
country.

This audit will determ ne whether USAID conplied with sel ected
sections of recent |egislation, which address the suspension
of assistance to countries whose governnents have recently
cone to power through a mlitary coup.

28. Survey of USAID-financed Assistance to Wst Bank and
Gaza, Jordan and Lebanon

Bet ween fiscal years 1998 and 2000, program fund
appropriations to USAID m ssions in Wst Bank and Gaza, and
Jordan increased from $110.5 to $684.5 nmillion, of which $450
mllion are for inplenmentation of the We Accord. Al so,
USAI D/ Lebanon received an estimated $15 mllion in program
funds for fiscal year 2000 but has not been audited recently,
probably due to security considerations.

The O G has decided to conduct risk surveys at m ssions that
received a large influx of funds or where regional OG
managers ot herw se believe a risk assessnment is warranted. W
will survey these three USAID m ssions to determne their key
controls for protecting program resources, and whether they
follow USAID policy and procedures in managing significant
ri sk areas.

29. Audit of +the Bosnian Reconstruction Finance Facility
Program Fi nanced by USAI D/ Bosni a- Her zegovi na

In My 1996, USAID authorized a five-year, $278 mllion
Bosni an Reconstruction Finance Facility program These funds
were to be used for financi al support of post - war
reconstruction and economc revitalization, as well as for
i ncreasi ng enpl oynment of the general population, refugees and
denobi |l i zed sol diers.

This audit is a follow up on our concurrent audit of the
Bosni an Reconstruction Finance Facility Program which wll
det erm ne whet her USAI D/ Bosni a- Her zegovi na and t he
i npl ementing contractors inplenmented the necessary corrective
actions to address findings and recomendations reported
during the previous concurrent audit.

30. Audit of USAID s Recipient Audit Universe
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Regul ar fi nanci al audits of USAID contracts and grants
t hroughout the world are a primary nmeans of hel ping managers
to provide effective accountability over USAID s expenditures.

These audits provide Agency nmanagenent reasonable assurance
that transactions are properly recorded and accounted for;
| aws, regulations and the provisions of contract or grant
agreenents are conplied with; and funds, property and other
assets are used for intended purposes.

USAID m ssions are required to maintain an audit inventory

data base and arrange for audits of non — U S. grantees and
contractors spending a mnimm |evel of USAID funds during
each fiscal year. The OG wll audit wvarious m ssions

worldwide to verify whether mssion audit universes are
accurate and whether the audits are being done in a tinely
manner .

31. Devel opnent of Supreme Audit Institutions

W will continue to assess the capabilities of Suprene Audit
I nstitutions, and provide training to them in USAID financial
requirenments and U S. Government Auditing Standards. Once

these institutions are trained in these requirenments and
st andards, they can be used as a resource to conduct audits of
USAI D funds provided to governnment mnministries. Thus, these
organi zations become a front-line resource in helping to
ensure accountability and transparency over USAID and other
public funds.

USAID m ssions have worked with us in providing much needed
equi pmrent and sonetinmes longer-term technical assistance to
t hese Supreme Audit Institutions. Qur approach is to first
nmeet with the respective USAID m ssions and di scuss plans for
joint assistance to the institutions on a continuing basis.

Next, we neet with the institutions to discuss their needs and
interests, and we then conduct an assessnment of their

capabilities. We then tailor a training course to address
their needs and enter into a Menorandum of Understanding as to
how they will audit USAID funds. In fiscal year 2001, we plan

to work with Suprenme Audit Institutions in various countries
t hr oughout the worl d.

32. Financial Audits of Non-U. S. Based Organi zations

The OG will continue to inplenment its large financial audit
program of non-U.S. based organizations in fiscal year 2001.

We expect to desk review hundreds of financial audits that are
contracted by recipients receiving USAID funds. USAI D
recipients are required to have yearly audits done when a
m ni mum of USAID funds are spent, and such audits ensure that

USAID funds are wused for intended purposes. W wll
suppl ement this by providing oversight over financial audits
contracted by USAID mssions. The OG wll also perform
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sel ected Quality Control Reviews of work done by non-federal
audi t ors.

In addition, in conjunction with USAID, the O G provides
periodic semnars to USAID partners to raise awareness of

USAI D audit and other financial requirenents.

(B) Investigative Activities

O G lInvestigations wll continue to work wth agency
managenent to contribute to and support integrity through the
foll owi ng neasures:

1. Stressing Anti-Corruption |Issues

A high-risk environment is expected to exist in the 2001-2005

time frame, and our objective will be to develop and inpl enment
effective nmethodologies for identifying, preventing, and
elimnating corruption in all agency prograns. Qur strategy
wi Il consist of six elenments:
Survey the environnent. W wll assess historical
corruption in host countries and identify local crimnals
that may pose a threat to agency programs. W wll also

focus on U S. and | ocal Nongovernmental Organizations and
Private Voluntary Organizations with a history of non-
conformance to agency regulations and U.S. law. Finally,
we wll concentrate on agency prograns that have been
susceptible to fraud, waste, and abuse in the past.

Establish a close working relationship with USAI D, ADF
and | AF. W will work closely with agency nmnagenent,
Nongover nnment al Organi zati ons, Private Vol unt ary
Organi zations and host governnents, and strive to pronote
cooperation and col |l aboration with the agenci es.

Emphasi ze a team approach. W will encourage the tinmely
subm ssion of referrals and work toward the early
sol ution of problens. Through col |l aboration w th USAI D,
ADF and IAF, we w |l develop nethods of strengthening
prograns when weaknesses are identified.

Educat e enpl oyees and partners. W will train enpl oyees
and partners in anti-corruption issues to ensure that
each is aware of his/her responsibilities when confronted
with corruption or upon obtaining know edge of such
practices.

Enforce the Foreign Corrupt Practices Act Aggressively.

This Act prohibits a US. firmor agent of the firm from
maki ng a "Corrupt” paynment to a Foreign Official for the
purpose of procuring or retaining business. oG
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investigators work closely with the Departnment of Justice
in investigating violations of the Act and use the Act as
a tool in fighting corruption in agency prograns.

Offer recomendations for System c |nprovenent. We will
recommend systemc inprovenents if a weakness is
uncovered in agency progranms or operations and work with
t he agency to correct the problem

2. Continuing Qur Efforts on ProgramiIntegrity |Issues

O G lInvestigations will continue to provide fraud awareness
presentations to agency enployees and partners. This effort
is one of our proactive neasures of working wth agency
enpl oyees and partners in identifying fraud, waste and abuse
in agency prograns. As part of this effort, we are
distributing an O G lnvestigations Fraud |ndicators Handbook
The Handbook is a reference to assist agency enployees and
partners in identifying trends that may | ead to program fraud.

3. Focusing on USAID Progranms in the Bal kans, Central Anerica
and South Africa

W will target areas with high levels of disaster relief
funding as both O G and USAID officials agree that such areas
are at a high risk for fraud through diversion and other
means. We will enploy our six-point strategy of surveying the
envi ronnent, working closely with the agency, enphasizing a
t eam approach, educating enployees and partners, aggressively
enforcing the Foreign Corrupt Practices Act, and offering
recommendati ons for system c change as a neans of conbating
fraud.

4. Preventing Enpl oyee M sconduct

O G I nvestigations plans proactive measures to reduce enpl oyee

m sconduct . Accordingly, we wll provide presentations to
USAI D, ADF and | AF, which will focus on the various types of
enpl oyee m sconduct investigations and highlight t hose
situations, circunmstances and actions that have lead to
al | egati ons of m sconduct. We believe that such an approach
will assist enployees in avoiding potential problens.

5. Concentrating on Enpl oyee Integrity Issues

In fiscal year 2000, O G lInvestigations established a Special
| nvestigations Division, which concentrates exclusively on
enpl oyee integrity issues. This new division provides
conplete investigative reports to either the Departnent of
Justice or agency managenent within a target time frame of 90
days. The Division conducts and supervises inpartial
investigations so that all involved parties are guaranteed a
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t hor ough, pr of essi onal and expeditious resol uti on of
al | egati ons.

6. Continuing to Pronote the O G Hotline

O G lInvestigations will continue to promote the O G hotline
t hrough nmeetings, presentations, conferences and other foruns
and dissem nate information on the Hotline through various
medi a.



WORKING WTH ACGENCY NMANAGEMENT TO CONTRI BUTE TO AND
SUPPORT EFFI CIENCY IN ALL ACTIVITIES OF USAID, ADF, AND
| AF.

The OG will work in collaboration with agency managenment to
hel p ensure that USAI D, ADF, and | AF:

link costs to results,

have systens t hat conpl etely, reliably, and
consistently report costs and results,

have denpnstrated success in decreasing costs relative
to results, and

change strategies when results dimnish relative to
costs.

(A) Audit Activities

OG Audit will work with USAI D nanagenent to help ensure that
USAID is efficiently managing increasingly scarce resources.
During this fiscal year, O G Audit plans to achieve this
result through the followi ng activities.

1. Audit of USAID Efforts to |Inplenment Recomnmendations of the
1997 Workforce Pl anning Task Force

In June 1997, USAID established a Wrkforce Planning Task
Force to develop a process that will guide workforce planning
over a five-year period. The major inpetus for establishing
the Task Force was a predicted reduction of the Foreign
Service conponent to less than 45 percent of the U.S. direct
hire workforce by the year 2002. This reduction would cause a
significant reduction in USAID s overseas presence and was
feared could lead to an inability to acconplish USAID s

nm ssion. The Task Force devised a workforce plan wth
recommendati ons for workforce realignment, flexibility, and
pr of essi onal devel opnent. W will determine if USAID took

appropriate action on these recomendati ons.

2. Audit of USAID s Staff Training

Changes in the nmethod, objective, and technical orientation of
USAID' s programs, together wth staff reductions and only
recently-lifted hiring restrictions, have resulted in |ess-
experienced people nmmnaging a nore conplex devel opnment
program USAID s human resource capabilities have been reduced
to the point that serious questions exist as to whether USAID
staff has appropriate skills to manage and nonitor effectively
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USAI D' s devel opnment assi stance prograns. In response, USAID
has devel oped new training courses that stress nmanagenent,
procurenment, operations and technical skills. In addition,
USAI D has devel oped the framework for a new |eadership and
program operations course. Through these courses, USAID
pl anned to target certain Kkey personnel categories in its
efforts to address its human resource capabilities.
Accordi ngly, USAID was conducting training in strategic
pl anni ng, activity inplenmentation, performance nonitoring and
eval uation, and acquisitions and assistance planning and
adm ni stration. The audit wll determine if USAID is
providing enployees wth sufficient training to carry out
their responsibilities.

3. Audit of USAID s Efforts to Enhance Human Capital Wthin the
O fice of Financial Managenent

The Human Resources Conmittee of the U S Chief Financial
O ficers Counci | and t he Joi nt Fi nanci al Management
| npr ovenment Program have undertaken efforts to inmprove the
recruitment, training, retention, and performance of Federal

fi nanci al managenent  personnel . Since 1995, they have
centered on a well-defined set of core conpetencies for these
per sonnel . The core conpetency docunent articulates the

know edge, skills, and abilities that are appropriate to help
i ndi vi dual s become successful in their jobs.

W wll determine how well USAIDs Ofice of Financial
Managenent has recruited and mintained staff to address
principles issued by the Chief Financial Oficers Council and
Joi nt Financi al Managenent | nprovenment Program

4. Survey  of the Inter-Anerican Foundation and African
Devel opment Foundati on

In Novenber 1999, the USAID OG was assigned audit
responsibility for the Inter-Anmerican Foundation and the
African Devel opnent Foundati on. Both foundations pronote
participatory and sustainable self-help devel opnent by
awarding grants directly to |ocal groups. The USAID O G has

not audi t ed t hese f oundati ons, and must obt ai n an
under st andi ng  of the policies and procedures for key
f oundati on activities (i.e., awar d process, over si ght
mechani sms, overlap wth USAID prograns, etc.). We are

preparing a strategic plan to identify areas for audit over
the com ng years.

5. Audit of Interagency Agreenents

USAID obtains the assistance and services of other U S.
governnment agencies having a conpetence in fields related to
devel opnent through the use of interagency agreenents. These
services are obtained on a reinbursable basis. Prior audits
of interagency agreenments have found that justifications for
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the use of such agreenents were not always prepared, that
cl osure of such agreenents was slow, and that nonitoring and
accountability provisions were not always clear. USAI D has a
| arge nunber of such agreements with the Departnent of State.
We are therefore planning an audit of interagency agreenents
bet ween USAID and the Departnment of State in coordination with
its Ofice of Inspector General.

6. Survey of the Ofice of Transition Initiatives under USAID s
Bureau of Humanitarian Response

In 1994, USAID created the O fice of Transitional Initiatives

to pronote peaceful, denocratic change in conflict-prone
countries of strategic and humanitarian concern to the United
St at es. That O fice possesses speci al progr anmm ng
flexibility. It gets staff on the ground quickly to deal with
fleeting transitional opportunities, has no set responses, and
enj oys special funding nmechanisns to deal with a wde

variety of problem conditions. In Septenber 1998, it created a
special rapid funding nechanism known as Support \Wich
| mpl ements Fast Transitions, which is now used in Nigeria,

Phil i ppi nes, and |Indonesia. The Office of Transitional
Initiatives has al so been involved in Sri Lanka. |Its
appropriations level has risen to over $55 million worl dw de.

We plan to review the universe of funds expended under this
activity and visit sites where inplenmentation has already
begun. Qur objectives wll be to see if (1) Ofice of
Transitional Initiatives funds have been obligated and
expended in accordance with United States |aws, regulations
and guidance; (2) effective internal controls and nonitoring
systens have been put in place to ensure conpliance wth
agency policies and procedures; and (3) the Office’s
activities have been effective in the South and Sout heast Asia
regi on.

7. Survey of USAID-financed Assistance to the Ukraine

Over the past three years, the Ukraine has received over $588

mllion in USAID assistance. Moreover, an additional $171
mllion has been requested for fiscal year 2001. Due to
conpeting priorities and limted staff resour ces,

USAI D/ Ukr ai ne’ s activities have not been the focus of any OG
performance audits during the past three years. As a result,
we have little insight into USAID s program and the associ at ed
risks. This survey will help us focus future audit work in
t he Ukrai ne,

8. Audit of USAID/ Ukraine' s Activity Mnitoring System

Over the past three years, the Ukraine has received over $588
mllion in USAID assistance. Moreover, an additional $171
mllion has been requested for fiscal year 2001. We will gain
an understandi ng of how USAI D/ Ukraine nmonitors the activities
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t hose funds support and will t est t hose nonitoring

procedures. Consequently, this audit will enhance the efficacy
and efficiency of USAID Ukraine s activity nonitoring system
which—+n turn—wll allow M ssion nmanagenent to nake better

i nformed deci si ons.

9. Audit of USAID-financed Assi stance to Serbia

Over the past three years, Serbia has received over $53

mllion in USAID assistance. Moreover, an additional $41
mllion has been requested for fiscal year 2001. However,
because of the recent conflict, there is neither a USAID
m ssion nor an Anerican Enmbassy in Serbia. USAI D- f i nanced

assistance to Serbia prograns are currently operating out of
Budapest, Hungary. Due to conpeting priorities and limted
staff resources, neither USAID s activities in Serbia nor the
related operating expenses have been the focus of any OG
performance audits during the past three years. The pl anned
audit wll enhance the efficacy and efficiency of USAID s
system for monitoring activities in Serbia and wll also
confirm the propriety of select USAI D/ Serbia operating
expendi tures—both of which wll assist USAID officials in
maki ng better informed decisions.

10. Audit of USAID/ Russia s Activity Mnitoring System

Over the past three years, Russia has received over $469

mllion in USAID assistance. Moreover, an additional $162
mllion has been requested for fiscal year 2001. We will gain
an understanding of how the Mssion nobnitors the activities
t hose funds support and will t est those nonitoring
procedures. Consequently, this audit will enhance the efficacy
and efficiency of USAID Russia's activity nonitoring system
whi ch—+n turn—will allow M ssion nmanagenent to nake better

i nformed deci si ons.

11. Survey of USAI D/ Morocco’ s Control s Over Shar ed
Adm ni strative Support Costs

For ei gn affairs agenci es have experienced si gni ficant
reductions in their budgets in recent years. In response to
these reductions, the Departnent of State developed the
| nt er nati onal Cooperative Adm nistrative Support Services
Program This Programis a way for the Departnment of State to
share the costs of U S. enbassy services with other Federal
agenci es that use those services.

The purpose of this survey is to determ ne how USAI D/ Morocco
verifies and controls its costs incurred through this program
and to develop an audit proposal for a joint audit (USAID O G
and State/O G of the Program s costs at selected overseas
| ocations. The survey wll identify areas of exposure and
provi de recomendations to inprove the Mssion's ability to
manage and possibly reduce shared adm nistrative expenses.
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The survey my also identify ideas and actions, which can
benefit other mssions in reducing their shared adm nistrative
costs.

12. Survey of USAID s Procurenent Activities, I ncl udi ng
Contracting, and Contract and G ant Managenent

The General Accounting O fice has identified procurenent as
one of the top risk areas in the Federal Governnent. Further,
a Septenmber 1993 report by the Vice President on creating a
Governnment that works better contained several recomendations

for inmproving the Federal procurenent system We will survey
USAID' s procurenent activities to determ ne what actions USAID
has taken to inprove its procurenent system as well as

whet her procurenent issues exist that should be audited on an
agency-w de basis.

(B) Investigative Activities

O G lInvestigations will continue to work with agency
managenment to contribute to and support efficiency through the
foll owi ng nmeasures

1. I nproving I nt ernal Adm ni strative and I nvestigative
Processes

O G lInvestigations will continually analyze its processes to

inprove its organizational efficiency. O G I nvestigations

will also change or establish directives based on external

gui dance, which govern investigations and best practices
within the Federal Law Enforcenment and Inspector General
comrunities.

2. Ofering Recommendati ons for System c | nprovenents

O G lInvestigations wll, as the result of a reactive or
proactive investigation, offer recomendations for systenic
i nprovenent if weaknesses are uncovered. O G I nvestigations
will provide specific exanples of the system c weakness and
provi de recommendati ons to agency managenent in furtherance of
effective operations.



WORKING WTH ACGENCY NMANAGEMENT TO CONTRI BUTE TO AND
SUPPORT EFFECTI VENESS IN ALL ACTIM TIES O USAID, ADF,
AND | AF

The OG will work in collaboration with agency managenment to
hel p ensure that USAI D, ADF, and | AF:

have neasurabl e perfornmance targets;
have adequate systens that report perfornmance;

achieve, or are on schedule to achieve, performance
targets;

change strategi es when performance targets are not nmet;
and

make positive, system c operational changes in the way
they do business as a result of managenent reviews, as
wel |l as investigative and audit efforts.

(A) Audit Activities

O G Audit will work with USAI D managenent to help ensure that
USAI D noves to effectively I npl enent its devel opnent
strategies and restructure itself to neet future
contingencies. During this fiscal year, OGAudit plans to do
this by auditing, exam ning, and otherw se providing critical
review of USAID' s:

i mpl enment ation of t he performance reporting
requi rements of the Chief Financial Officers Act of
1990,

i npl ementation of the Governnment Performance and
Results Act of 1993, and

progress inplenmenting sel ected USAI D prograns.
O G Audit plans to achieve this result through the foll ow ng
USAI D-wi de and locally focused activities.
1. Audit of USAID s Strategic Plan
The Governnent Performance and Results Act of 1993 places new

managenent expectations and requirenents on federal agencies
by <creating a framework for nore effective planning,

budgeti ng, program evaluation and fiscal accountability. One
of the key requirenents of the Act is the preparation of a
five-year strategic plan. The strategic plan is the
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cornerstone of an agency’'s performance neasurenent system
The plan includes a conprehensive m ssion statenment, a set of
outcone-related strategic goals, a description of how the
agency intends to achieve those goals, and is to be updated
every three years. USAIDs first plan was submtted to
Congress in Septenber 1997, and the next revision is due
Sept enmber 2000. W will determine if this revised Strategic
Plan neets the requirenments of the Results Act and if it is
responsive to recommendati ons nade by the O G and the General
Accounting Ofice for inmprovenents in results reporting.

2. Audit of USAI D' s Annual Performance Plan and Annua
Per f or mance Report

The Governnent Performance and Results Act of 1993 places new
managenent expectations and requirenments on Federal agenci es.
Two main requirements of the Act are the preparation of an
annual performance plan and an annual perfornmance report. The
annual performance plan nust cover each program activity set
forth in the agency’s budget, be consistent with the agency’s
strategic plan, establish quantifiable performnce goals, and
define the level of performance to be achieved during the

fiscal year. The annual perfornmance report nust be submtted
to the President and the Congress by March 31 of each year,
and cover the previous fiscal year. It mnust assess the

agency’s performance vis-a-vis goals established for that
year, analyze progress towards strategic goals, and explain
deviations from the goals and how inpedinents wll be
overconme. We will review USAID s progress in preparing these
two principal docunents required under the Results Act.

3. Concurrent Audits of Di saster Assistance Activities

The O G believes that concurrent audits of selected disaster
assi stance activities will add value by hel ping USAID s Bureau
for Humani t ari an Response/ Offi ce of For ei gn Di sast er
Assi stance provide real time oversight of contractors
provi di ng assistance. Simlar concurrent audits by the OG at
t he Feder al Emer gency Managenent Agency identified
opportunities to inprove the efficiency and effectiveness of
the response, and prevented and detected waste and abuse. The
OG will work with the O fice of Foreign Disaster Assistance
to develop and test a concurrent audit approach that wll
maxi mze the value of audit/evaluation services wthout
adversely affecting ongoing disaster assistance operations.

4. Audit of USAID-financed Activities for AIDS Prevention and
Care under the | MPACT Cooperative Agreenent

I n Septenber 1997, USAID awarded a $148.7 mllion five-year
cooperative agreement for the Inplenmenting AIDS Prevention and
Care Project. This Project is designed to help countries
expand and inprove HIV/AIDS prevention and care. The Proj ect
supports USAID in its efforts to achieve the strategic
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obj ective of "increased wuse of inproved, effective and
sustai nable responses to reduce HYV transmssion and to
mtigate the inpact of the H V/AI DS pandem c." The project is
to help USAID maximze its H V/AIDS resources by designing
state-of-the-art prevention and care prograns that pronote

best practices, inplenment cost-effective approaches, |everage
resources from both the public and private sectors, and
strengthen nonitoring and eval uation. Typi cal |y, USAI D

m ssions “buy into” this cooperative agreenment to obtain
assi stance in developing and inplenmenting H V/AIDS activities
in the field. W wll determine if USAID has adequate
oversight and control over these “field support” activities
for AIDS prevention and care which are developed and
i npl ement ed under the | MPACT Cooperative Agreenment.

5. Audit of USAI D/ Hondur as-financed Credit Activities Under the
Centr al America and the Caribbean Enmergency Disaster
Recovery Fund

The Energency Suppl emental Appropriations Act, approved in My
1999, provided $291 mllion to finance reconstruction
activities in Honduras in response to Hurricane Mtch.
USAI D/ Honduras has allocated $35 mllion of these funds to
provide capital and credit to small, medium and mcro-
producers due to the loss of crops and productive
i nfrastructure.

The audit will determne: (1) whether USAID/ Honduras, along
with its inplenenting institutions, have established plans and
targets to inplenent these «credit activities; (2) which
activities have begun; and (3) if the planned targets have
been achi eved. The audit will also determne if the M ssion
has established an effective nmonitoring system to neasure the
achi evenent of the planned objectives.

6. Audit of USAI D/ Honduras-financed Housing Activities Under
the Central Anerica and the Caribbean Energency Disaster
Recovery Fund

O the funding provided through the Emergency Supplenental
Appropriations Act, USAID Honduras has also allocated $18
mllion to a housing program These funds are intended to
construct tenporary and permanent housing.

The audit will determne: (1) whether USAID/ Honduras, along
with its inplenenting institutions, have established plans and
targets to inplenent these «credit activities; (2) which
activities have begun; and (3) if the planned targets have
been achi eved. The audit will also determne if the M ssion
has established an effective nmonitoring system to neasure the
achi evenent of the planned objectives.

7. Audit of USAI D/ Ni caragua-financed Water and Sanitation
Activities Under the Central Anerica and the Caribbean
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Enmer gency Di saster Recovery Fund

The Enmergency Supplenmental Appropriations Act also provides
funding for a reconstruction program in Nicaragua that
includes a $9.5 nillion segnment for water and sanitation
activities in response to Hurricane Mtch. These funds are
intended to increase the water supply and sanitation for up to
100, 000 people in the areas affected by the hurricane.

The audit will determ ne: (1) whether USAID/ Ni caragua, along
with its inplenenting institutions, have established plans and
targets to inplement these water and sanitation activities;
(2) which activities have begun; and (3) if the planned
targets have been achieved. The audit will also determne if
the M ssion has established an effective nmonitoring systemto
measure the achi evenent of the planned objectives.

8. Audi t of USAI D/ Hai ti -fi nanced Di sast er Reconstructi on
Activities Under the Central Anerica and the Caribbean
Enmer gency Di saster Recovery Fund

As part of its reconstruction programin response to Hurricane
Georges, USAID will provide $8.4 nmillion in assistance through
a cooperative agreenment to the Pan Anerican Devel opment
Foundation for disaster reconstruction activities. The
Foundation will subgrant a portion of these funds to |ocal
private voluntary organizations. These funds are intended to
provide seeds to farmers, rehabilitate irrigation systens,
repair roads and schools and to protect against further
di sasters through watershed managenent.

The audit will determne: (1) whether USAID/ Haiti, along wth
its inmplementing institutions, have established plans and
targets to inplement these water and sanitation activities;
(2) which activities have begun; and (3) if the planned
targets have been achieved. The audit will also determne if
the M ssion has established an effective nmonitoring systemto
measure the achi evenent of the planned objectives.

9. Audit of USAID/ Guatemal a-financed Agricultural Activities
Under the Central Anerica and the Caribbean Enmergency
Di saster Recovery Fund

In response to Hurricane Mtch, USAID wll provide $14.2
mllion in assistance through three cooperative agreenents to
private voluntary organizations and a |ocal non-governnental
or gani zati on. One organization wll perform activities in
reforestation and natural resources nmanagenent. Anot her
organi zation will rehabilitate small irrigation systens. The
| ocal organization will focus its efforts on the recovery of

cof fee production through the replanting of coffee trees.

The audit will determ ne: (1) whether USAID Guatemal a, along
with its inplenenting institutions, have established plans and
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targets to inplenment these activities; (2) which activities
have begun; and (3) if the planned targets have been achi eved.

The audit will also determne if the Mssion has established
an effective nonitoring system to nmeasure the achievenent of
t he pl anned obj ecti ves.

10. Audit of Data Quality for USAID Panama’s Strategic
Obj ective on Canal Watershed Managenent

The Governnment Performance and Results Act of 1993 was enacted
to, anong other things, help Federal nmnagers inprove service
delivery, by requiring that they plan for neeting program
obj ectives and by providing them wth information about

program results and service quality. To obtain informtion
about program results, USAID developed a reporting system
called the Results Review and Resource Request. This system

produces the primary performance report that the operating
units send to their respective bureaus and, thus, senior USAID
managenent nmust rely on for decision-nmaking purposes.

W wll determne whether USAID Panama assessed the data
quality for the performance indicators for the strategic
obj ective on the Panama Canal watershed nmanagenent.

11. Audit of USAID/ Col ombi a-financed Alternative Devel opnent
Activities Under the *“Plan Col onbi a” Suppl enent al
Appropriation

The “Plan Col onbi a” Suppl enmental Appropriations Act, approved
in July 2000, provides $228 million for an anti-drug program

O this anpunt, $64.5 mllion will be used for alternative
devel opnent prograns. These programs include the eradication
of coca grown by small farners, and assistance to |ocal

governnments and conmuniti es.

The audit will determne: (1) whether USAID/ Col ombia, along
with its inplenenting institutions, have established plans and
targets to inplenment these alternative devel opment activities;
(2) which activities have begun; and (3) if the planned
targets have been achi eved.

12. Follow-up on Recommendation No. 1 from Audit Report No.
1-523-99-001-P entitled “Quality of Results Reported in
USAI D/ Mexi co’s Results Review and Resource (R4) Report
Prepared in 1997

The Governnent Performance and Results Act of 1993 was enacted
to, anong other things, help Federal nmnagers inprove service
delivery, by requiring that they plan for neeting program
obj ectives and by providing them wth information about

program results and service quality. To obtain information
about program results, USAID developed a reporting system
called the Results Review and Resource Request. This system

produces the primary performance report that the operating
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units send to their respective bureaus and, thus, senior USAID
managenent nust rely on for decision-nmaki ng purposes.

In the previous audit report, we identified many exanples of
unsupported and inaccurately reported results. Ther ef or e,
this audit wll determ ne whether USAID Mexico has corrected
the problems to ensure that (1) performance indicators are
obj ective and clearly defined, and (2) performance data are
supported, accurate, conplete and vali dat ed.

13. Audit of USAIDs Placenent of a Regional Office in
Canbodi a

USAID s Bureau for Asia and the Near East has decided to nove
its regional responsibilities from +the Philippines to
Canbodi a. USAI D/ Canbodi a has managenent responsibility for the
Bureau's non-presence country progranms in Laos, Vietnam
Thailand and Burma that, in the aggregate, total about $14.2
mllion in fiscal year 2000. The decision to establish a
regional office in Canbodia was made relatively quickly, and
did not seem to be warranted by such wusual factors as
| ocati on, transportation, and staffing capabilities.
Furthernmore, physical security at the new location is a known
problem  Therefore, we plan to review this decision and pass
the lessons |learned on to other regions that mght be
considering simlar solutions to the problens of nonitoring
non- presence countri es.

We plan to review the justification for deciding to establish
Canbodia as a regional office and transfer the regional

authorities from Manila to Phnom Pehn, and determ ne (1) how
much it will cost to establish a regional office in Canbodia

(2) the status of correcting physical security weaknesses; and
(3) the status of available Foreign Nationals to work at the
regional office.

14. Survey of USAID-financed Assistance to the South Asia
Regional Initiative

The South Asian Regional Initiative is the Bureau for Asia and
the Near East’'s largest regional activity, wth over $30
mllion in funds schedul ed for obligation in fiscal year 2001.
It consists of the South Asia Regional Initiative Energy
Project with $24,293,000 planned and the South Asia Regional
Initiative Wonen’s and Child's Equity Project for $6, 300, 000.

We plan a survey of this activity to find out (1) how USAID
funds are being expended under the South Asian Regional
Initiative; (2) how effectively USAID nonitors the funds
provi ded under this initiative and (3) what progress is being
made under these projects, and how effectively USAID will be
measuring this progress. Based on the survey, we will decide
if an audit should be included in the OGs audit plan for
fiscal year 2002.
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15. Risk Assessnments and/or Survey of Assistance to
Kazakhst an

ion in USAID assistance. Moreover, an additional $48
l'ion has been requested for fiscal year 2001. Due to
conpeti ng priorities and limted st af f resour ces,
USAI D/ Kazakhstan’s activities have not been the focus of any
O G performance audits during the past three years. As a
result, we have little insight into USAID s program and the
associated risks. This survey will help us focus future audit
wor k i n Kazakhst an.

Over the past three years, Kazakhstan has received over $124
ml |
m |

16. Risk Assessnents and/or Survey of Assistance to Kyrgystan

Over the past three years, Kyrgystan has received over $86

mllion in USAID assistance. Mor eover, an additional $37
mllion has been requested for fiscal year 2001. Due to
conpeti ng priorities and limted st af f resources,
USAI D/ Kyrgystan’s activities have not been the focus of any
O G performance audits during the past three years. As a
result, we have little insight into USAID s program and the
associated risks. This survey will help us focus future audit

work in Kyrgystan.

17. Survey of Public Law 480 Title Il Activities Adm nistered
by USAI D

The Agricultural Trade Devel opnent and Assistance Act of 1954
(nrore commonly referred to as Public Law 480), as anmended, is
the statutory authority for the Food for Peace Programs. The
intent of the legislation is to pronmote food security in the
devel oping world through humanitarian and devel opnental uses
of food assistance. Food security nmy be achieved through
specific policy reforns and equitable and sustainable
devel opnent activities. The Act assigns responsibility for
Public Law 480 Title Il assistance progranms to USAI D.

In West and Central Africa, USAID naintains a regional food
for peace office in Bamako, Mali that has responsibility for
monitoring the program which is located in several non-
presence countries, one of which is Burkina Faso.

This survey will determ ne whether USAID and its cooperating
sponsors conplied with selected arrival accounting, inland
di stribution, storage and nonetization regulations and
gui del i nes. The survey will focus primarily on cooperating
sponsors involved in the food program in Burkina Faso.

However, our survey will also include interview ng personnel
at the Regional Food for Peace Ofice in Bamako, Mli, as well

as USAI D/ vali personnel involved in the food for peace program



for Mali and other countries that receive services from
USAI D/ Mal i

18. Audit of USAID Mdrocco's Accountability for Local Costs
of U. S. -Based Grantees and Contractors

The U. S. Gover nnent provi des assistance to devel oping
countries through a variety of mechanisns, including nonprofit
organi zations and contractors based in the United States.

Many of these organizations have offices in Africa. Wiile the
costs incurred by these |local offices are subject to the sane
ri gorous regulations applied to U. S. costs, these local costs
are not normally the focus of in-country financial audits.

This approach poses significant risk to Africa m ssion

managenent in general, and USAID Morocco in particular
because expenditures which are material to the mssions’
country program nay be considered immaterial, and therefore

not audited, when neasured against the total expenditures of a
| arge U. S. -based grantee or contractor.

This audit will determ ne whether existing controls used by
USAI D/ Mborocco to nmonitor the | ocal costs of U. S. - based
grantees and contractors are adequate to ensure that these
costs are allowabl e, allocable and reasonabl e.

19. Audit of USAID- Fi nanced Denocracy Activities in Indonesia

In May 1998, the resignation of I ndonesia’s President
dramatically changed the Indonesian political |andscape.

Since then, the country’s political climte shifted from what
was essentially a dictatorship to the recently held genera
el ections, which international observers concluded were free
of material tanpering and corruption. During this period of
change, USAI D/ I ndonesi a’ s denocracy program evolved to a major
effort working with 30 to 40 newly established grantees on

el ection nonitoring. As of March 31, 1999, the Mssion’s
denocracy program had obligations and disbursenments of
approximately $38 mllion and $10 million, respectively.

W will examne how USAID plans to support denocracy in

| ndonesia, how it has applied its funds and what progress has
been made towards the intended results.

20. Fraud Awareness Briefings

The O G operates a fraud awareness program to help nake sure
that those who directly manage USAID funds have the know edge
they need to prevent fraud and report situations that may be
indicative of fraud to the OG The O G provides briefings
and famliarization training to USAID partners and staff to
acquaint themwth:

The role of the O G in USAID
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The causes and costs of fraud and corruption.
Common fraud indicators.

Tangi bl e, practical steps that USAID staff and partners
can take to prevent fraud.

More detailed instruction on detecting fraud is included in
O G training provided to Supreme Audit Institutions and public
accounting firms involved in auditing USAID activities.

(B) Investigative Activities

O G lInvestigations will strive to work with agency managenment
to contribute to and support effectiveness through the
foll ow ng measures:

1. Devel opi ng Rel ationships which Encourage the Exchange of
I nf or mati on

Enpl oyees, contractors and grantees are nore able and wlling
to share information regarding fraud, waste, and abuse in
agency progranms when they understand their reporting rights
and obligations. Specifically, what they should report, the
ease with which they nmay report, and the assurance that
protection and confidentiality may be provided in certain
situations. O G lnvestigations will continue its efforts to
educate agency enployees regarding what to report, and nake
the ease of reporting (800 - Hot Line, O G Ml box, Enmail Hot
Li ne) better understood.

2. Providing Federal Prosecutors, USAID, ADF and |IAF Officials,
and Others Who Have to Take Action on the Basis of Qur
| nvestigations with the Best, Mst Tinely and Mdst Accurate
I nf ormati on Avail abl e.

To achieve this goal, we will:

promptly eval uate inconm ng informati on and all egati ons;

hel p custonmers resolve issues which we will not investigate,;
and

di scuss with custoners early in the investigative process
any speci al needs or requirenments they my have to
facilitate appropriate action, define issues, and focus
i nvestigative effort.

3. Publicizing t he O G I nvestigations Bl anket Deput ati on
Program
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O G Investigations’ Special Agents are Federal |aw enforcenment
officers, who are authorized and qualified to carry firearns,
execute search warrants and make arrests. O G I nvestigations
will comunicate the legal and professional status of its
agents to USAID, ADF and |AF through presentations, mneetings
and ot her means.

4. Conducting Fraud Awareness Briefings

O G lInvestigations will provide support and advice to USAID,
ADF and | AF on fraud awareness and aggressive |aw enforcenent
strategies through neetings, presentations, conferences and
ot her foruns.



APPENDI X
AUDI T PLAN SUMVARY

The followng lists the OGs audits and audit-related
activities planned for fiscal year 2001:

USAI D- Gener al

Audit of USAID s “Information Technol ogy Capital Pl anning
and | nvestnment Process” under the Clinger-Cohen Act

Audits of USAID s | nplenmentation of an Integrated
Fi nanci al Managenent System in WAashi ngton and Sel ected
M ssi ons

Audits of USAID S Information Systens’ General Conputer
Controls

Audits of USAID s Efforts to Inplenment an Effective
(nmodel ) Computer Security Programin Accordance with
Conputer Security Act Requirenents

Audit of USAID s Controls Over Its Overseas
Conmmuni cati ons Net wor k

Audit of USAID s Financial Systenm s Moddernization Plan

Audit of Controls Over Dial-up Access to USAID s Conputer
Syst ens

Audit of USAID s Efforts to M grate Financial Managenent
| nformati on

Concurrent Audits of Di saster Assi stance Activities

Audit of USAID s Efforts to |Inplenent Recommendati ons of
the 1997 Workforce Pl anning Task Force

Audi t of Agency Financial Statenments, Related Controls
and Rel ated Conpliance for Fiscal Year 2001

Audit of USAID s Advances and Rel ated Control s

Audit of USAID s “Fund Balance with the U S. Treasury”
and Rel ated Controls

Audit of USAID s Credit Receivabl es and Rel ated Control s

Audit of USAID s Accrued Expenditures, Accounts Payabl e
and Rel ated Controls



Audit of USAID s Wthhol dings and Contri butions for
Retirement, Health Benefits and Life |Insurance

Audit of USAID s Efforts to Enhance Human Capital Wthin
the Ofice of Financial Managenent

Audit of Controls Over Conpensation to Maj or USAID
Contractors and of the Accounting for Salaries in Excess
of the FS-01 Level

Audit of Costs Charged to USAI D Cost-Type Contracts and
Grants for Consultant and Professional Services Provided
to Maj or USAI D Reci pients

Audit of USAID s Staff Training

Audit of USAID s Annual Performnce Pl an and Annual
Per f ormance Report

Audit of USAID s Controls over Credit Card Transacti ons
for Smal |l Purchases

Audi t of USAI D- Fi nanced Activities for AIDS Prevention
and Care Under the | MPACT Cooperative Agreenment

Audit of USAID s Recipient Audit Universe

Qui ck Response Audits to Address: (1) Congressional
Requests; (2) Allegations of Waste, Abuse, and

M smanagenent; and (3) O her Requests

Audit of the Vulnerability of USAID s Paper Personnel
Records

Survey of the Inter-Anmerican Foundation (Carry-over from
fiscal year 2000)

Survey of the African Devel opnent Foundation (Carry-over
fromfiscal year 2000)

Survey of the Ofice of Transition Initiatives under
USAI D' s Bureau for Humanitarian Response

Audi t of Interagency Agreenents
Audit of USAID s Strategic Plan

Survey of Public Law 480 Title Il Activities Adm nistered
by USAI D

Survey of USAID s Procurenent Activities, Including
Contracting, and Contract and G ant Managenent



Fraud Awareness Briefings to Contractors, G antees and
Non- gover nnental Organi zati ons

Quality Control Reviews of Audits Performed by
| ndependent Public Accountants of USAID s Enterprise
Funds

Oversight of Audits Performed by |Independent Public
Accountants Under O fice of Managenent and Budget
Circular A-133

Oversight of Audits Contracted by USAID

Coordi nati on and Review of Audits Made by | ndependent
Public Accounting Firnms for Grantee Recipients of USAID
Fundi ng Over seas

Oversi ght of Services Provided by the Defense Contract
Audi t Agency

Consul tations and Anal yses to Foster |nprovenents in
USAID' s Program for |nplenmentation of the Federal
Managers’ Financial Integrity Act

Devel opment of Supreme Audit Institutions

Speci al General Activities

Joint Audit and Related Activities with O fices of
| nspector General from O her Federal Departnents and
Agenci es

BUREAU FOR LATI N AMERI CA AND THE CARI BBEAN

Audi t of USAI D/ Col onbi a-fi nanced Alternative Devel opnment
Activities Under the “Plan Col onbi a” Suppl enent al
Appropriation

Audi t of USAI D/ Guat emal a-fi nanced Agricultural Activities
Under the Central Anerica and the Cari bbean Energency
Di saster Recovery Fund

Audit of USAID/ Haiti-financed Di saster Reconstruction
Activities Under the Central Anerica and the Cari bbean
Emer gency Di saster Recovery Fund

Audi t of USAI D/ Honduras-financed Credit Activities Under
the Central America and the Cari bbean Emergency Di saster
Recovery Fund

Audi t of USAI D/ Hondur as-fi nanced Housi ng Activities Under
t he Cari bbean Energency Di saster Recovery Fund
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Fol | ow-up on Recommendation No. 1 from Audit Report No.
1-523-99-001-P Entitled “Quality of Results Reported in
USAI D/ Mexi co’s Results Review and Resource (R4) Report

Prepared in 1997

Audi t of USAI D/ Ni caragua-financed Water and Sanitation
Activities Under the Central Anmerica and the Cari bbean
Emer gency Di saster Recovery Fund

Audit of Data Quality for USAI D/ Panama’s Strategic

Obj ective on Canal Watershed Managenent

BUREAU FOR EUROPE AND EURASI A

Audit of the Bosnian Reconstruction Finance Facility
Program Fi nanced by USAI D/ Bosni a- Her zegovi na

Survey of USAID-financed Assistance to Kazakhstan
Survey of USAID-financed Assistance to Kyrgystan
Audi ts of USAID-financed Assistance to Serbia
Survey of USAID-financed Assistance to Ukraine

Audi t of USAI D/ Ukraine’s Activity Mnitoring System
Audit of USAID/ Russia’s Activity Monitoring System

BUREAU FOR AFRI CA

Audit of USAID s Conpliance with Mlitary Coup-rel ated
Program Suspensi on Requi renents of Section 508 and O her
Rel at ed Sections of the Foreign Operations Appropriation
Acts -- Cote d lvoire

Audit of USAI D/ Li beria’ s conpliance with the Brooke
Amendnent and Sections 617 and 620Q of the Foreign
Assi stance Act of 1961

Survey of USAID-financed assistance to Nigeria

Survey of USAI D/ Morocco’s Controls Over Shared
Adm ni strative Support Costs

Audi t of USAI D/ Morocco’ s Accountability for Local Costs
of U.S. -Based Grantees and Contractors
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BUREAU FOR ASI A AND NEAR EAST

Audit of USAID s Placenent of a Regional Office in
Canbodi a

Audi t of USAID-financed Denocracy Activities in |Indonesia

Survey
Survey
Survey
Survey

Survey

of
of
of
of

of

Regi onal

USAI D-fi nanced
USAI D-fi nanced
USAI D-fi nanced
USAI D-fi nanced

USAI D- fi nanced
Initiative

Assi stance to East-Ti nor

Assi stance to Jordan

Assi stance to Lebanon

assi stance to West Bank and Gaza

Assi stance to the South Asia
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