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CHAI RVAN SHAYS, RANKI NG MEMBER KUCI NI CH, MEMBERS OF THE
SUBCOWM TTEE, AND SUBCOWM TTEE STAFF -- GOOD AFTERNOQON, AND
THANK YOU FOR THE OPPORTUNI TY TO APPEAR BEFORE THI S
SUBCOW TTEE.

TODAY | WOULD LIKE TO A VE TH S SUBCOW TTEE BRI EF
OVERVI EWNs OF BOTH THE U. S. AGENCY FOR | NTERNATI ONAL
DEVELOPMENT (USAI D) OFFI CE OF | NSPECTOR GENERAL (O G AND OF
THE AGENCY | TSELF. | WLL D SCUSS O G RESOURCES,

ORGANI ZATI ON, STAFFI NG AND ACCOWMPLI SHMENTS. | WLL ALSO

DI SCUSS USAI D' S MAJOR MANAGEMENT CHALLENGES, USAI D
MANAGEMENT' S RESPONSE TO THOSE CHALLENGES AND OUR ACTI ONS TO
ASSI ST MANAGEMENT | N ADDRESSI NG THOSE CHALLENGES.

PART |
a G OVERVI EW

THE USAI D OFFI CE OF | NSPECTOR GENERAL WAS ESTABLI SHED
ON DECEMBER 29, 1981 BY PUBLIC LAW97-113. ON
NOVEMBER 29, 1999 | TS RESPONSI Bl LI TI ES WERE BROADENED VWHEN
PUBLI C LAW 106- 113 MADE THE USAI D | NSPECTOR GENERAL
RESPONSI BLE FOR AUDI TS AND | NVESTI GATI ONS OF THE AFRI CAN
DEVELOPMENT FOUNDATI ON ( ADF) AND THE | NTER- AMERI CAN
FOUNDATI ON (I DF), AS WELL AS USAI D.

THE USAI D OFFI CE OF | NSPECTOR GENERAL | S CURRENTLY
ORGANI ZED | NTO THREE UNITS: (1) AUDIT, (2) | NVESTI GATI ONS
AND (3) MANAGEMENT.

AUDI T

THE ASSI STANT | NSPECTOR GENERAL FOR AUDIT | S
RESPONSI BLE FOR SUPERVI SI NG THE PERFORVANCE OF AUDI T
ACTI VI TI ES RELATI NG TO USAI D WORLDW DE PROGRAMS AND
OPERATI ONS AND THE ADF AND | AF. AUDIT | S ALLOTED 126
PCSI TI ONS AND | S ORGANI ZED ALONG FUNCTI ONAL LINES IN I'TS
WASHI NGTON, D. C. HEADQUARTERS AND ALONG GEOGRAPHI CAL LI NES



OVERSEAS. | G A/ WASHI NGTON CONSI STS OF FOUR DI VI SI ONS:
PERFORMANCE AUDI TS, FI NANCI AL AUDI TS, | NFORMATI ON TECHNOLOGY
AND SPECI AL AUDI TS, AND HEADQUARTERS LI Al SON AND

COORDI NATI ON.  FI ELD OFFI CES ARE LOCATED | N CAlI RO, EGYPT;
SAN SALVADOR, EL SALVADOR; BUDAPEST, HUNGARY; MANI LA,

PHI LI PPI NES; DAKAR, SENEGAL; AND PRETORI A, SOUTH AFRI CA.

MOST AUDI T WORK | S CENTRALLY PLANNED AND MANAGED BY

WASHI NGTON DI VI SI ONS, W TH REGQ ONAL | NSPECTORS GENERAL

PROVI DI NG FI ELDWORK SUPPORT | N THEI R REG ONS.

AUDI TI NG ACTI VI TI ES | NCLUDE BOTH FI NANCI AL AND
PERFORMANCE AUDI TS OF USAI D PROGRAMS AND OPERATI ONS.  USAI D
AUDI T ACTIVITY TOTALED 597 AUDI T AND RELATED REPORTS DURI NG
OUR LAST TWO SEM ANNUAL REPORTI NG PERI CDS (FY 2000). THOSE
REPORTS | DENTI FI ED APPROXI MATELY $87.0 M LLI ON | N QUESTI ONED
COSTS OR FUNDS VWHI CH COULD BE PUT TO BETTER USE.

VWH LE COM NG UNDER THE GENERAL HEADI NGS OF FI NANCI AL
AND PERFORMANCE AUDI TS, AUDI T ACTI VI TI ES ACTUALLY COVER A
W DE VAR ETY OF WORK, | NCLUDI NG  FI NANCI AL STATEMENT AUDI TS
OF USAI D PROGRAMS AND OPERATI ONS (1 REPORT UNDER THE CHI EF
FI NANCI AL OFFI CERS (CFO ACT OF 1990 AND THE GOVERNVENT
MANAGEMENT REFORM ACT (GVRA) OF 1994), FINANCI AL AUDI TS OF
USAI D CONTRACTORS AND GRANTEES MANY OF VWHI CH ARE COVERED
UNDER THE SI NGLE AUDI T ACT (475 REPORTS WTH $70.7 M LLI ON
I N MONETARY QUESTI ONED COSTS OR MONETARY SAVI NGS), FI NANCI AL
RELATED AUDI TS OF USAI D PROGRAMS AND OPERATI ONS (19 REPORTS
W TH $258 THOUSAND | N MONETARY RECOMVENDATI ONS), AND
PERFORVANCE AUDI TS (45 REPORTS WTH $16 M LLI ON | N MONETARY
SAVINGS). WE ALSO PRODUCED AUDI T REPORTS COVERI NG
ENTERPRI SE FUNDS ( SI XTEEN REPORTS) AND VARI QUS SURVEY AND
M SCELLANEQUS REPORTS (41 REPORTS).

WE DEVOTE SUBSTANTI AL RESOURCES TO AUDI TI NG USAI D
GRANTEES AND CONTRACTORS. WE ADDRESS SI NGLE AUDI T ACT AND
OMB Cl RCULAR A-133 REQUI REMENTS THROUGH AUDI TS OF USAI D S
U S. GRANTEES. WE OVERSEE A PROGRAM EXTENDI NG SI M LAR AUDI T
REQUI REMENTS TO NON-U. S. GRANTEES. WE ALSO AUDIT USAID S
U S. AND NON-U. S. CONTRACTORS ACCORDI NG TO THE TERMS OF
THEI R | NDI VI DUAL CONTRACTS. OUR GOAL IS TO HELP USAI D
MAI NTAI N ACCOUNTABI LI TY OVER MOST OF THE MONEY | T TRANSFERS
TO GRANTEES AND CONTRACTORS | N FURTHERANCE OF AGENCY
PROGRAMS AND OPERATI ONS.

OVER THE PAST 10 YEARS, OUR FOCUS ON | MPROVI NG AND
EXPANDI NG ACCOUNTABI LI TY OVER NON- U. S. GRANTEES HAS LED US
TO WORK EVER MORE CLOSELY W TH A NUMBER OF RECI Pl ENT
GOVERNMENT AUDI T ORGANI ZATI ONS COMVONLY CALLED SUPREME AUDI T
I NSTI TUTI ONS. THESE ORGANI ZATI ONS PRESENT US W TH AN
OPPORTUNI TY NOT ONLY TO | MPROVE ACCOUNTABI LI TY OVER FOREI GN
ASSI STANCE, BUT ALSO TO HELP DEVELOP A RECI PI ENT COUNTRY' S
OM AUDI T CAPACI TY. OVER THE PAST SEVERAL YEARS, WE HAVE
HOSTED REG ONAL CONFERENCES BRI NG NG TOGETHER RECI PI ENT
COUNTRY OFFI Cl ALS, REPRESENTATI VES OF OTHER NATI ONAL



ASSI STANCE AGENCI ES | NCLUDI NG THE WORLD BANK, GRANTEES,
USAI D OFFI CI ALS AND LOCAL COWMERCI AL AUDI TORS TO DI SCUSS
COVMON ACCOUNTABI LI TY CONCERNS.

FOR EXAMPLE, |--ALONG W TH GRAHAM JOSCELYNE, AUDI TOR
GENERAL OF THE WORLD BANK AND W LLI AM TAYLOR, THE AUDI TOR
GENERAL OF THE | NTER- AVERI CAN DEVELOPMENT BANK- - WAS A CO
CHAI R OF THE " ANTI - CORRUPTI ON SUM T 2000, " WH CH WAS HELD
I N SEPTEMBER 2000. THI'S SUMM T WAS ATTENDED BY
| NTERNATI ONAL REPRESENTATI VES FROM SUPREME AUDI T
| NSTI TUTI ONS AND | NSPECTORS GENERAL COFFI CES AS WELL AS ClVIL
SERVANTS AND PRI VATE SECTOR PROFESSI ONALS. A VARI ETY OF
ANTI - CORRUPTI ON TOPI CS WERE DI SCUSSED, | NCLUDI NG A KEYNOTE
ADDRESS CONCERNI NG THE NEED FOR A GLOBAL RESPONSE TO
CORRUPTI ON SUCH AS | NTERNATI ONAL MONEY- LAUNDERI NG AND THE
I NSTI TUTI ONS THAT FACI LI TATE THE MOVEMENT OF "Dl RTY" MONEY
FROM TERRORI STS, DRUG CARTELS, CRI ME GROUPS AND CORRUPT
FOREI GN OFFI CI ALS.

SUCH MEETI NGS HAVE LED TO CLOSER COOPERATI ON BETWEEN
THE USAI D O G AND THESE SUPREME AUDI TI NG AGENCI ES. QOUR
REG ONAL | NSPECTORS GENERAL PROVI DE TRAI NI NG GUI DANCE AND
| NSTRUCTI ON TO MANY SUPREME AUDI T | NSTI TUTI ONS WORLDW DE,
| NCLUDI NG THE FOLLOW NG W TH WH CH WE HAVE WRI TTEN
AGREEMENTS THAT GUI DE OUR COOPERATI VE EFFORTS: BEN N,
BOLI VI A, ETH OPI A, EL SALVADOR, GHANA, HONDURAS, | NDONESI A,
MALI, PERU, SENEGAL, SOUTH AFRI CA, ST. LUCI A TANZAN A,
THAI LAND, UGANDA, ZAMBI A AND ZI MBABWE. WE HAVE FOUND THI S
TO BE A VERY COST EFFECTI VE METHOD OF EXPANDI NG OUR AUDI T
REACH VWHI LE HELPI NG DEVELOPI NG COUNTRI ES TO STRENGTHEN THEI R
OMN CAPABI LI Tl ES.

DURI NG THE PERI GO COVERED BY OUR LAST TWO SEM ANNUAL
REPORTS TO CONGRESS, WE REVI EWED AND DI STRI BUTED SI XTEEN
FI NANCI AL AUDI T REPORTS PRODUCED BY NON- FEDERAL AUDI TORS
COVERI NG ENTERPRI SE FUND OPERATI ONS. ENTERPRI SE FUNDS ARE
U. S. - BASED NONPROFI' T ENTI TI ES ESTABLI SHED UNDER THE SUPPORT
FOR EAST EURCPEAN DEMOCRACY (SEED) ACT OF 1989. ACCORDI NG
TO THE SEED ACT, THESE FUNDS ARE SUBJECT TO AN ANNUAL
FI NANCI AL STATEMENT AUDI T PERFORMED | N ACCORDANCE W TH
GENERALLY ACCEPTED AUDI TI NG STANDARDS.

| NVESTI GATI ONS

THE ASSI STANT | NSPECTOR GENERAL FOR | NVESTI GATIONS | S
RESPONSI BLE FOR SUPERVI SI NG THE PERFORVANCE OF | NVESTI GATI VE
ACTI VI TI ES RELATI NG TO USAI D, ADF AND | AF PROGRAMS AND
OPERATI ONS. | NVESTI GATIONS OF CRIM NAL, CIVIL, AND
ADM NI STRATI VE VI OLATI ONS COVER ALL FACETS OF THE WORLDW DE
OPERATI ONS OF THESE ENTI TI ES.

THE | NVESTI GATI ONS STAFF |'S ALLOCATED 32 FULL-TI ME
PCSI TI ONS AND | S ORGANI ZED | NTO THREE DI VI SI ONS:  THE
DOVESTI C DI VI SI ON, THE OVERSEAS DI VI SI ON AND THE



HEADQUARTERS LI Al SON AND SPECI AL | NVESTI GATI ONS Dl VI SI ON.
THE DQOVESTI C DI VI SI ON PROVI DES | NVESTI GATI VE COVERACGE FOR
USAI D, ADF AND | AF PROGRAMS AND OPERATI ONS I N THE UNI TED
STATES, CENTRAL AMERI CA AND SOUTH AMERI CA. | T ALSO HAS
COGNI ZANCE OVER THE SAN SALVADCR FI ELD OFFI CE.

THE OVERSEAS DI VI SI ON | S HEADQUARTERED | N BUDAPEST,
HUNGARY, W TH RESI DENT AGENTS ALSO ASSI GNED TO FI ELD OFFI CES
I N CAl RO, EGYPT; DAKAR, SENEGAL; MANI LA, PHI LI PPI NES AND
PRETORI A, SOUTH AFRI CA. THE OVERSEAS DI VI SI ON PROVI DES
| NVESTI GATI VE COVERACGE FOR USAI D AND ADF PROGRAMS AND
OPERATI ONS | N EURCPE, ASI A AND AFRI CA.

THE HEADQUARTERS LI Al SON AND SPECI AL | NVESTI GATI ONS
DVISION IS MADE UP OF TWO UNI TS: POLI CY, PLANNI NG AND
QUALI TY ASSURANCE AND SPECI AL | NVESTI GATI ONS. THI'S DI VI SI ON
COORDI NATES | NVESTI GATI VE POLI CY, PLANNI NG, AND QUALI TY
ASSURANCE EFFORTS WTH N THE O G AND | NVESTI GATES CASES OF
EMPLOYEE | NTEGRI TY | SSUES.

O G | NVESTI GATES APPARENT VI CLATI ONS OF LAWS, RULES,
AND REGULATI ONS. WHEN THERE | S REASON TO BELI EVE THERE HAS
BEEN A VI OLATI ON OF FEDERAL CRI M NAL LAW WE REPORT DI RECTLY
TO THE DEPARTMENT OF JUSTI CE (DQJ). WE ALSO WORK CLOSELY
WTH USAID S OFFI CE OF GENERAL COUNSEL AND THE DQJ | N
MATTERS VWH CH MAY RESULT IN CIVIL CLAIM5S OR OTHER Cl VI L
ACTI ON.

O G | NVESTI GATES COVPLAI NTS | NVOLVI NG SERI QUS
ADM NI STRATI VE | RREGULARI TI ES AND OTHER CONDUCT PREJUDI CI AL
TO USAI D, ADF AND | AF PROGRAMS AND OPERATI ONS. | NQUI RI ES
VWH CH DI SCLOSE VI OLATI ONS OF FEDERAL OR AGENCY RULES AND
REGULATI ONS ARE REFERRED TO USAI D MANAGEMENT FOR ACTI ON.
O G ALSO CONDUCTS | NQUI R ES AND DEVELOPS | NFORMATI ON
REQUESTED BY SENI OR MANAGEMENT OR CONGRESS TO FULFI LL THEIR
OVERSI GHT RESPONSI BI LI TI ES.

OVERSEAS | NVESTI GATI ONS OFFER SPECI AL CHALLENGES AND
Dl FFER FROM DOVESTI C | NVESTI GATIONS.  USAID O G
| NVESTI GATORS WORKI NG OVERSEAS MUST COPE W TH LANGUAGE AND
CULTURAL DI FFERENCES, AND COVPLY W TH HOST COUNTRY LAWS
GOVERNI NG THE | NVESTI GATI VE PROCESS. OVERSEAS CRI M NAL
| NVESTI GATI ONS ARE OFTEN COWPLI CATED BY THE NEED TO | NVOLVE
THE HOST COUNTRY FOREI GN M NI STRY AND HOST COUNTRY
| NVESTI GATI VE AGENCI ES. O G | NVESTI GATORS ARE LIM TED IN
THEI R AUTHORI TY TO QUESTI ON HOST COUNTRY NATI ONALS. VHEN
TH'S I'S PERM TTED, THE | NVESTI GATOR MUST FOLLOW THE
PARTI CULAR STEPS FOUND | N LEGAL ASSI STANCE TREATI ES OR
AGREEMENTS.

O G | NVESTI GATI VE PRI ORI TI ES ARE PROGRAM FRAUD, ANTI -
CORRUPTI ON AND EVMPLOYEE | NTEGRI TY. WE EMPHASI S A PROACTI VE
APPROACH THROUGH FRAUD AWARENESS TRAI NI NG TO AGENCY
EMPLOYEES, CONTRACTORS AND GRANTEES THAT HI GHLI GHTS FRAUD



| NDI CATORS, PROCEDURES FOR REPORTI NG SUSPI Cl QUS OR | LLEGAL
ACTIVITY, AND USE OF THE O G HOTLI NE. A FRAUD | NDI CATORS
HANDBOOK HAS ALSO BEEN DEVELOPED AND DI STRI BUTED DURI NG
TRAI NI NG THE HANDBOCK CONTAI NS VALUABLE | NFORVATI ON ON HOW
TO DETECT FRAUD | N GOVERNMENT CONTRACTS, HOW TO RECOGNI ZE
FRAUDULENT SCHEMES | N PRQJIECTS AND PROCUREMENTS, AND HOW TO
SPOT | NDI CATORS OF FI NANCI AL FRAUD. ALTHOUGH DEVELOPED | N
ENGLI SH, THE HANDBOOK HAS ALSO BEEN TRANSLATED | NTO SPANI SH
AND FRENCH TO MORE EFFECTI VELY COVMUNI CATE THE ANTI - FRAUD

| NFORMATI ON TO NON- ENGLI SH SPEAKI NG AUDI ENCES. ADDI TI ONALLY,
THE O G FRAUD AWARENESS TRAI NI NG PROGRAM HAS BEEN RECCRDED
ON VI DEOCTAPE FOR DI STRI BUTI ON TO LOCATI ONS WHERE THE ACTUAL
TRAI NI NG HAS NOT BEEN SCHEDULED.

O G HAS ALSO DEVELOPED AND | MPLEMENTED AN ANTI -
CORRUPTI ON STRATEGY CONSI STI NG OF THE FOLLOW NG SI X PARTS:
(1) SURVEY THE ENVI RONMENT — WE ASSESS HI STORI CAL CORRUPTI ON
I N HOST COUNTRI ES AND | DENTI FY LOCAL THREATS AND
VULNERABI LI TIES TO USAI D, ADF OR | AF PROGRAMS. (2) ESTABLI SH
A CLOSE WORKI NG RELATI ONSHI P — WE WORK CLOSELY W TH USAI D,
ADF AND | AF MANAGEMENT, NONGOVERNVENTAL ORGANI ZATI ONS,
PRI VATE VOLUNTARY ORGANI ZATI ONS AND HOST GOVERNMENTS TO
PROMOTE COOPERATI ON AND COLLABORATI ON W TH USAI D, ADF AND
| AF. (3) EWMPHASI ZE A TEAM APPRCACH — WE ENCOURAGE THE TI MELY
SUBM SSI ON OF REFERRALS AND WORK TOWARD THE EARLY SOLUTI ON
OF PROBLEMS. (4) EDUCATE EMPLOYEES ABOUT FRAUD AWARENESS
| SSUES — WE TRAI N EMPLOYEES AND PARTNERS | N FRAUD AWARENESS
AND ANTI - CORRUPTI ON | SSUES TO ENSURE THAT EACH | S AWARE OF
THEI R RESPONSI BI LI TI ES WHEN CONFRONTED W TH FRAUD OR
CORRUPTI ON.  (5) ENFORCE THE FOREI GN CORRUPT PRACTI CES ACT
(FCPA) AGGRESSI VELY — THE FCPA PROHIBITS A U.S. FIRM OR
AGENT OF THE FI RM FROM MAKI NG A “ CORRUPT” PAYMENT TO A
FOREI GN OFFI Cl AL FOR THE PURPOSE OF PROCURI NG OR RETAI NI NG
BUSI NESS. O G | NVESTI GATORS WORK CLOSELY W TH THE
DEPARTMENT COF JUSTI CE (DQJ) I N I NVESTI GATI NG FCPA VI OLATI ONS
AND USE THE FCPA AS A TOOL | N FI GHTI NG CORRUPTI ON I N USAI D
PROGRAMS. (6) OFFER RECOMMVENDATI ONS FOR SYSTEM C | MPROVEMENT
— WE RECOWEND SYSTEM C | MPROVEMENTS | F A WEAKNESS | S
UNCOVERED | N A PROGRAM CR OPERATI ON AND WORK W TH USAI D, ADF
OR | AF TO CORRECT THE PROBLEM

THE FOLLOW NG CASE DEMONSTRATES SOVE RECENT
| NVESTI GATI VE RESULTS ENSUI NG FROM THI S STRATEGY. DURI NG FY
2000, AN ONGO NG O G | NVESTI GATI ON RESULTED I N THE
CONVI CTI ON OF TWO SEPARATE COVPANI ES ( ONE GERMAN AND ONE
AVERI CAN) ON ONE FELONY COUNT EACH OF PARTICI PATING IN A
CRI M NAL CONSPI RACY TO RI G BI DS ON USAI D- FUNDED CONSTRUCTI ON
CONTRACTS I N VI OLATI ON OF THE SHERMAN ANTI TRUST ACT. THE
GERVAN COVPANY HAD PARTI Cl PATED | N A CONSPI RACY TO SUPPRESS
AND ELI M NATE COVPETI TI ON BY RI GA NG BI DS ON TWO USAI D-
FUNDED WASTEWATER CONSTRUCTI ON PRQJIECTS | N EGYPT. THE
COMPANY ACKNOWNLEDGED THAT THE OBJECTI VE OF THE CONSPI RACY
WAS TO PROTECT THE BIDS OF | TS SUBSI DI ARY AND ENSURE THAT | T
WOULD BE AWARDED THE LUCRATI VE USAI D CONTRACT AT A HI GHLY



| NFLATED PRI CE. THE AMERI CAN COVPANY ALSO ADM TTED TO HAVI NG
CONSPI RED W TH OTHER PRE- QUALI FI ED BI DDERS TO MANI PULATE

BI DS ON SELECTED USAI D- FUNDED CONSTRUCTI ON CONTRACTS | N
EGYPT. A $30 M LLION CRIM NAL FI NE WAS | MPCSED UPON THE
GERVAN COVPANY, A $4.2 MLLION CRIM NAL FI NE AND A $500, 000
ClVIL RESTI TUTI ON ON THE AMERI CAN COVPANY.

| N ANOTHER CASE, A LARGE U.S. ENVI RONVENTAL ENG NEERI NG
FI RM AGREED TO PAY A CIVIL PENALTY OF $400, 000 AND
GOVERNMVENT | NVESTI GATI VE COSTS OF $50, 000 TO RESOLVE
ALLEGATI ONS THAT I T HAD VI OLATED THE FOREI GN CORRUPT
PRACTI CES ACT. THE ENVI RONMENTAL ENG NEERI NG FI RM HAD
PROVI DED BENEFI TS TO THE CHAI RMAN OF A FOREI GN ORGANI ZATI ON
TO INDUCE HM TO USE H'S OFFI CI AL | NFLUENCE TO SUPPORT THE
AWARD OF APPROXI MATELY $36 M LLI ON I N CONTRACTS TO THE FI RM
THE FOREI GN ORGANI ZATI ON, AN | NSTRUMVENTALI TY OF THE
GOVERNMENT OF THE UNI TED ARAB REPUBLI C OF EGYPT, WAS
RESPONSI BLE FOR OPERATI NG SEWAGE AND WASTEWATER TREATMENT
FACI LI TIES IN EGYPT. THE FI RM CONSENTED TO COOPERATE I N THE
GOVERNMENT S ONGO NG | NVESTI GATI ON AND TO | NSTI TUTE CERTAI N
REMVEDI AL ACTI ONS, | NCLUDI NG MODI FYI NG | TS EXI STI NG
COVPLI ANCE PROGRAM

I N ANOTHER CASE, A U.S. SUBSI DI ARY OF AN | TALI AN
MANUFACTURER OF FLOUR M LLI NG EQUI PMENT PLED GUI LTY TO ONE-
COUNT OF OBSTRUCTI ON OF JUSTI CE AND AGREED TO PAY A CRI M NAL
FINE OF $325,000 AS A RESULT OF ACTIONS IT TOOK TO OBSTRUCT
A JO NT USAID O G U. S. CUSTOVS | NVESTI GATI ON.  WHEN THE
COMPANY PRESI DENT DECLI NED TO TALK W TH | NVESTI GATCORS, THE
COMPANY’ S LEGAL COUNSEL WAS CONTACTED BY AN ASSI STANT UNI TED
STATES ATTORNEY AND TOLD THAT SUBPOENAS FOR BOCOKS AND
RECORDS WOULD BE | SSUED. THAT NI GHT, | NVESTI GATORS SEI ZED
THE COVPANY PRESI DENT’ S TRASH, REVEALI NG THAT HE HAD
DI SCARDED DI ARI ES AND NOTEBOOKS SPANNI NG A THREE- YEAR
PERI GD, AND NOTES AND REFERENCES AROUND VWH CH THE
| NVESTI GATI ON WAS BASED. THE ATTEMPT TO DESTROY THESE
RECORDS WAS THE BASI S OF THE OBSTRUCTI ON OF JUSTI CE CHARGE
AGAI NST THE COVPANY. | N ADDI TION TO THE FI NE, THE COMPANY
WAS PLACED ON PROBATI ON FOR A PERI GD OF TWO YEARS.

MANAGEMENT

THE ASSI STANT | NSPECTOR GENERAL FOR MANAGEMENT LEADS A
STAFF THAT HAS 29 AUTHORI ZED POSI TI ONS. HE PROVI DES ADVI CE
AND ASS|I STANCE TO ME AND MY ASSI STANT | NSPECTORS CGENERAL ON
ADM NI STRATI VE, FI NANCI AL, AND PERSONNEL MATTERS.

THE ASSI STANT | NSPECTOR GENERAL FOR MANAGEMENT
SUPERVI SES PERSONNEL, BUDGET, ACQUI SI TI ON, | NFORVATI ON
MANAGEMENT, AND ADM NI STRATI VE SERVI CES. THE MANAGEMENT
OFFI CE HAS THREE UNI TS: PERSONNEL SERVI CES, BUDGET AND
ACQUI SI TI ONS, AND | NFORMVATI ON MANAGEMENT.

OUR PERSONNEL SERVI CES STAFF PROVI DES SUPPORT FOR BOTH



ClVIL SERVI CE AND FOREI GN SERVI CE PERSONNEL. THEY PROVI DE A
FULL RANGE OF SERVI CES | NCLUDI NG RELOCATI ON SUPPORT FCOR
OVERSEAS STAFF, RETI REMENT, BENEFI TS, CLASSI FI CATI ON,

STAFFI NG PROMOTI ONS, AWARDS AND TRAI NI NG

OUR BUDGET STAFF HAS FACED MANY CHALLENGES OVER THE
PAST YEARS. THEY MANAGE THE O G OPERATI NG BUDGET | NCLUDI NG
BUDGET FORMULATI ON, BUDGET JUSTI FI CATI ON, BUDGET SUBM SSI ON,
AND BUDGET EXECUTI ON.

OUR ACQUI SI TI ON STAFF PROVI DES A FULL RANGE COF
PROCUREMENT SERVI CES. THEY AWARD A W DE RANGE OF SMALL AND
LARCE CONTRACTS FOR GENERAL SUPPLI ES AND SERVI CES, ADP
EQUI PMENT AND PROFESSI ONAL SERVI CES. THEY CONTI NUE TO WORK
CLOSELY WTH THE M SSI ON CONTRCLLERS WHO ASSI ST US I N
OBLI GATI NG FUNDS AND MAKI NG USAI D PAYMENTS TO CONTRACTORS
AND VENDORS OVERSEAS.

THE | NFORMATI ON MANAGEMENT (1M STAFF PROVI DES
TECHNI CAL SUPPORT TO ALL 1 G OFFI CES. THE SERVI CES PROVI DED
BY | M I NCLUDE | NTERNET AND | NTRANET WEB ADM NI STRATI ON,
NETWORK MANAGEMENT, AND USER SUPPORT. | M HAS RECENTLY
PUBLI SHED UPDATED VERSI ONS OF THE | NTERNET AND | NTRANET WEB
SI TES. OUR | NTERNET WEB SI TE HAS RECEI VED NATI ONAL
RECOGNI TI ON FOR | TS DESI GN AND EDUCATI ONAL CONTENT. QOUR
| NTRANET SI TE PROVI DES AN ARRAY OF | NFORVATI ON ON OUR
OFFI CES, |1 G SERVI CES, AND LI NKS TO RELATED SI TES.

CONSI STENT W TH MANAGEMENT, I M IS DEDI CATED TO
PROVI DI NG EXCELLENT CUSTOMVER SERVI CE. | M HAS | MPROVED
NETWORK STABI LI TY, | MPLEMENTED NEW HELP DESK PROCEDURES AND
CONVERTED TO A MORE RELI ABLE EMAI L SYSTEM ADDI Tl ONALLY,
| M SEEKS TO EMPLOY ENTERPRI SE- W DE TECHNI CAL SOLUTI ONS TO
ADDRESS THE BUSI NESS NEEDS OF OQUR | G COVMUNI TY.

PART 11
USAI D OVERVI EW

USAI D DI RECTLY CONTRI BUTES TO THE ACHI EVEMENT OF U. S.
FOREI GN POLI CY GOALS, AS ARTI CULATED BY THE PRESI DENT AND
THE SECRETARY OF STATE, THROUGH | TS DEVELOPMENT AND
HUVANI TARI AN ASSI STANCE PROGRAMS.  SUSTAI NABLE DEVELOPMENT
| S THE PROCESS LEADI NG TO A LASTI NG | NCREASE I N THE CAPACI TY
OF SOCI ETY TO | MPROVE THE QUALITY OF LIFE OF I TS PEOPLE.
HUMANI TARI AN ASSI STANCE, VWH CH CONTRI BUTES TO CRI SI' S
PREVENTI ON AND M TI GATI ON, |'S AN ESSENTI AL PART OF
SUSTAI NABLE DEVELCOPMENT.

USAI D DELI VERS MOST OF | TS ASSI STANCE BY ENTERI NG | NTO
CONTRACTS OR BY APPROVI NG GRANTS AND COCPERATI VE AGREEMENTS.
USAI D ALSO MANAGES SEVERAL CREDI T (LOAN AND LOAN GUARANTY)

PROGRAMS.



LI KE MANY ORGANI ZATI ONS, USAI D FACES SEVERAL MAJOR
PERFORMANCE AND MANAGEMENT CHALLENCGES. FOR SEVERAL YEARS,
THE O G HAS BEEN REPCRTI NG ON THESE CHALLENGES THROUGH | TS
SEM ANNUAL REPORTS, LETTERS TO CONGRESS AND OTHER VEHI CLES.

TODAY, | WOULD LI KE TO TAKE SOVE TI ME TO SUMVARI ZE THOSE
CHALLENGES FOR YOU, THE EFFORTS USAI D HAS MADE TO ADDRESS
THOSE CHALLENGES AND WHAT THE O G HAS DONE TO ASSI ST | N
THESE EFFORTS.

FI NANCI AL MANAGEMENT

THROUGH A SERI ES OF LEQ SLATI VE I NI TI ATI VES BEG NNI NG
I N 1990, THE FEDERAL GOVERNMENT HAS EMBARKED ON A COURSE TO
| MPROVE THE QUALI TY OF FI NANCI AL | NFORMATI ON USED TO MANAGE
| TS ACTI VI TIES. THESE | NI TI ATI VES | NCLUDE THE CHI EF
FI NANCI AL OFFI CERS (CFO ACT OF 1990, THE GOVERNMENT
MANAGCEMENT REFORM ACT (GVRA) OF 1994, AND THE FEDERAL
FI NANCI AL MANAGEMENT | MPROVEMENT ACT (FFM A) OF 1996. EACH
OF THESE LAWS CONCERNS THE PREPARATI ON AND AUDI T OF ANNUAL
FI NANCI AL STATEMENTS BY FEDERAL AGENCI ES.

USAI D CANNOT CURRENTLY MEET THE REQUI REMENTS COF THESE
LAWS BECAUSE | TS FI NANCI AL MANAGEMENT SYSTEMS DO NOT PROVI DE
COWPLETE, RELI ABLE, TIMELY, AND CONSI STENT | NFORMATI ON.
USAI D MANAGERS, THEREFORE, CANNOT BE SURE THAT PROGRAM
OBJECTI VES ARE MET; RESOURCES ARE ADEQUATELY SAFEGUARDED;
RELI ABLE FI NANCI AL AND PERFORVANCE DATA ARE OBTAI NED,
MAI NTAI NED, AND REPORTED; AND ACTI VI TI ES COWLY W TH LAWS
AND REGULATI ONS.

I N THE PAST THREE YEARS, USAI D HAS MADE CONSI DERABLE
PROGRESS TOMRD RESOLVI NG PROBLEMS W TH | TS FI NANCI AL
MANAGEMENT SYSTEM AND I T IS PLACI NG SI GNI FI CANT EFFORTS AND
RESOURCES TOWARD ADDI TI ONAL | MPROVEMENTS.  AS A RESULT,

FI NANCI AL MANAGEMENT PROCEDURES ARE NO LONGER CONSI DERED A
SERI QUS MANAGEMENT CHALLENGE. HOWEVER, USAI D STILL FACES
THE FOLLOW NG FOUR MANAGEMENT CHALLENGES:

| MPLEMENTI NG AN | NTEGRATED FI NANCI AL MANAGEMENT SYSTEM

RECONCI LI NG FI NANCI AL DATA;

REPORTI NG ACCOUNTS RECEI VABLE; AND

| MPLEMENTI NG NEW PROCEDURES FOR THE DI RECT LOAN PROGRAM

PROGRESS ON | MPLEMENTI NG AN | NTEGRATED FI NANCI AL MANAGEMENT
SYSTEM

THE FEDERAL FI NANCI AL MANAGEMENT | MPROVEMENT ACT
(FFM A) REQUI RES THAT EACH AGENCY | MPLEMENT AND MAI NTAI N
FI NANCI AL MANAGEMENT SYSTEMS THAT COVPLY W TH FEDERAL
FI NANCI AL MANAGEMENT SYSTEMS REQUI REMENTS, | NCLUDI NG, OFFI CE



OF MANAGEMENT AND BUDGET' S Cl RCULAR NUMBER A-127. USAID S
GOAL IS TO | MPLEMENT THE ENTI RE SUl TE OF | NTEGRATED

FI NANCI AL AND M XED FI NANCI AL SYSTEMS | N ACCORDANCE W TH
THESE REQUI REMENTS BY FI SCAL YEAR 2005.

TO ATTAIN TH S GOAL, USAI D ESTABLI SHED THE OFFI CE OF
FI NANCI AL SYSTEM | NTEGRATI ON TO PLAN FOR AND ACQUI RE USAI D S
FI NANCI AL SYSTEMS. THI' S OFFI CE, UNDER THE DI RECTI ON OF THE
CHI EF FI NANCI AL OFFI CER, | S ALSO PREPARI NG AN OVERALL PLAN
TO MODERNI ZE USAI D S LEGACY SYSTEMS AS COVPONENTS OF AN
| NTEGRATED FI NANCI AL SYSTEM

USAID IS IN THE PROCESS OF | MPLEMENTI NG AN | NTEGRATED
FI NANCI AL MANAGEMENT SYSTEM USI NG COMVERCI AL- OFF- THE- SHELF
SOFTWARE THAT WLL COWPLY WTH THE FFM A AND THE CLI NGER-
COHEN ACT OF 1996. BECAUSE USAI D S | NTEGRATED SYSTEM W LL
| NCLUDE LEGACY SYSTEM | NFORMATI ON, USAI D WLL NEED TO
CONVERT AND MOVE DATA FROM EXI STI NG SYSTEMS TO THE NEW CORE
FI NANCI AL MANAGEMENT SYSTEM  THI S NEW SYSTEM | S BEI NG
| MPLEMENTED | N SEVERAL PHASES.

« THE FI RST PHASE, DEPLOYMENT OF THE | NTEGRATED FI NANCI AL
MANACEMENT SYSTEM S CORE COMPONENT ( PHOENI X), BEGAN
DECEMBER 15, 2000.

« THE SECOND PHASE W LL CONCENTRATE ON | NTEGRATI NG VARI QUS
SUBSYSTEMS (| NTERFACES W TH | NTERNAL AND EXTERNAL
SYSTEMS) THAT W LL FEED PROCUREMENT AND FI NANCI AL
| NFORMATI ON | NTO THE PHCENI X SYSTEM  USAI D PROQIECT
MANAGERS ESTI MATE THI S PHASE W LL BE COMPLETED DURI NG FY
2001.

« DURING THE TH RD PHASE, USAI D WLL DEVELOP A SECURE
| NTERFACE TO ALLOW THE TRANSFER OF DATA FROM OVERSEAS
M SSI ONS TO WASHI NGTON, D.C. SYSTEM SECURI TY WLL BE
ENCHANCED THROUGH THE USE OF RI SK ASSESSMVENTS, TECHNOLOGY
UPGRADES, EXPANDED TRAI NI NG AND DATA ENCRYPTION. THI'S
WORK | S SCHEDULED FOR COVPLETI ON BY THE END OF FY 2002.

« THE FI NAL PHASE W LL ENABLE THE CAPABI LI TY TO | NTEGRATE
COST ACCOUNTI NG FUNCTI ONS | NTO THE PHCENI X FI NANCI AL
SYSTEM TH' S PHASE | S ESTI MATED FOR COVPLETI ON DURI NG
FI SCAL YEAR 2003.

THE O G | DENTI FI ED SEVERAL CONCERNS W TH THE PHCEN X

| MPLEMENTATI ON BEFORE THE SCHEDULED DEPLOYMENT. THESE
| NCLUDED:

« COWPRESSED AND LI M TED SOFTWARE TESTI NG OF FUNCTI ONAL
REQUI REMENTS AND A LACK OF PARALLEL OPERATI ONS.

« DELAYS I N M GRATI NG DATA FROM THE OLD TO THE NEW SYSTEM



« AN | NCOVWPLETE AND UNTESTED CONTI NGENCY PLAN. SUCH PLANS
ENSURE CONTI NUED SYSTEMS OPERATI ON I N THE EVENT OF
PROBLEMS.

« DEFERRAL OF SOME SYSTEM FUNCTI ONALI TY.
« UNEVEN ATTENDANCE AT USER TRAI NI NG SESSI ONS.

« NO PROCESS TO DOCUMENT THE SHOWSTOPPERS AND THE FI NAL
DECI SI ONS AUTHORI ZI NG DEPLOYMENT OF THE SYSTEM
SHOANSTOPPERS ARE CRI TI CAL PROBLEMS THAT PREVENT THE
PROPER FUNCTI ONI NG OF A SYSTEM

THE O G HAS WORKED CLOSELY W TH USAI D MANAGEMENT ON
THESE CONCERNS AND RECOMVENDED THAT USAI D THOROUGHLY TEST
PHOENI X AND RESOLVE ANY OPERATI ONAL PROBLEMS. TO ADDRESS
THESE CONCERNS, USAI D DELAYED THE DEPLOYMENT, TOOK ACTION TO
CONDUCT MORE TESTI NG, | NCREASED USERS PARTI Cl PATI ON, AND
DESI GNED A PRQJIECT TOOL TO ASSESS THE OPERATI ONAL READI NESS
OF PHOENI X. THE O G CONTI NUES TO MONI TOR USAI D S PROGRESS
I N I MPLEMENTI NG PHCENI X.

PROGRESS ON CORRECTI NG FI NANCI AL MANAGEMENT SYSTEM PLANNI NG
DEFI ClI ENCI ES

THE FEDERAL FI NANCI AL MANAGEMENT | MPROVEMENT ACT

REQUI RES AGENCI ES TO DETERM NE WHETHER THEI R FI NANCI AL
MANAGEMENT SYSTEMS MEET FEDERAL REQUI REMENTS DESI GNED TO
ENSURE THAT MANAGERS RECEI VE RELI ABLE | NFORVATI ON.  SUCH

| NFORMATI ON | S NECESSARY TO RELI ABLY REPORT FI NANCI AL AND
PERFORMANCE RESULTS AND TO BETTER MANAGE AGENCY OPERATI ONS.

| N DECEMBER 1997, THE ADM NI STRATOR DETERM NED THAT USAI D
SYSTEMS DI D NOT MEET THOSE FEDERAL REQUI REMENTS AND, | N
DECEMBER 1998, USAI D PREPARED A PLAN TO CORRECT SYSTEM
DEFI Cl ENCI ES.

IN MARCH 1999, THE O G REVI EWNED USAI D' S REMEDI ATI ON
PLAN AND REPCRTED THAT THE PLAN WAS | NADEQUATE. | N ADDI TI ON
TO PROBLEMS W TH THE PLAN, THE O G ALSO REPORTED THAT USAI D
LACKED: (1) AN AGENCY- W DE | NFORVATI ON TECHNOLOGY TARCET
ARCHI TECTURE, (2) A FI NANCI AL MANAGEMENT SYSTEM PORTFCLI O
MEETI NG OVB' S GUI DELI NES FOR SELECTI NG | NFORVATI ON
TECHNCLOGY | NVESTMENTS, (3) A MODULAR ACQUI SI TI ON STRATEGY,
AND (4) A PROGRAM MANAGEMENT OFFI CE TO OVERSEE THE
DEVELOPMENT OF AN | NTEGRATED FI NANCI AL MANAGEMENT SYSTEM

I N AUGUST 2000, THE O G REPCRTED THAT USAI D HAD MADE
PROGRESS | N CORRECTI NG THESE FI NANCI AL MANAGEMENT SYSTEM
PLANNI NG DEFI Cl ENCI ES. HOWEVER, ONLY TWO DEFI CI ENCI ES, THE
ABSENCES OF AN ACENCY- W DE | NFORMATI ON TECHNOLOGY TARGET
ARCHI TECTURE AND A MODULAR ACQUI SI TI ON STRATEGY, HAVE BEEN
FULLY CORRECTED. THE OTHER DEFI Cl ENCI ES HAVE BEEN ONLY
PARTI ALLY CORRECTED.
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THE O G AUDI T REPORT ADDRESSI NG THI S AREA RECOMVENDED
THAT USAI D MANAGEMENT: (1) DEVELOP AND | MPLEMENT A PROCESS
FOR SELECTI NG | NFORVATI ON TECHNOLOGY | NVESTMENTS THAT
COVPLI ES WTH OVvB AND GAO GUI DELI NES, (2) REVISE USAID S
FI NANCI AL MANAGEMENT SYSTEM REMEDI ATI ON PLAN, AND ( 3)
STRENGTHEN THE AUTHORI TY OF THE OFFI CE OF FI NANCI AL SYSTEMS
| NTEGRATI ON.

USAI D MANAGEMENT ACCEPTED THE O G S FI NDI NGS AND
RECOMVENDATI ONS CONCERNI NG THE | NFORVATI ON TECHNOLOGY
SELECTI ON PROCESS AND THE REVI SI ON OF THE REMEDI ATI ON PLAN.

USAI D MANAGEMENT ALSO AGREED TO ENSURE THAT THE CHI EF

| NFORMATI ON OFFI CER, THE CHI EF FI NANCI AL OFFI CER, AND THE
ASSI STANT ADM NI STRATOR FOR MANAGEMENT, ALONG W TH THE
OFFI CE OF FI NANCI AL SYSTEMS | NTEGRATI ON- - COLLECTI VELY--W LL
HAVE THE RESPONSI Bl LI TY, AUTHORI TY, AND STRUCTURE NECESSARY
TO PROPERLY DI RECT THE DEVELOPMENT AND DEPLOYMENT OF ALL

FI NANCI AL- RELATED COVPONENTS OF THE | NTEGRATED FI NANCI AL
MANAGEMENT SYSTEM PROGRAM

DATA RECONCI LI ATI ON

DESPI TE | MPROVEMENTS, RECONCI LI ATI ON OF FI NANCI AL

MANAGEMENT | NFORVATI ON AT USAI D CONTI NUES TO BE A CHALLENGE.

USAI D HAS EXPERI ENCED DI FFI CULTY RECONCI LI NG | TS FUND
BALANCE WTH THE U. S. DEPARTMENT OF TREASURY ( TREASURY) AND
W TH THE ADVANCES | T HAS PROVI DED TO GRANTEES. THI' S
SI TUATI ON HAS BEEN CONSI STENTLY REPCRTED | N PREVI QUS O G
FI NANCI AL STATEMENT AUDI T REPORTS | SSUED | N RESPONSE TO THE
GVRA.

DURING THE O G S FY 2000 GVRA AUDI T, WE REVI EVED
USAI DS PROGRESS ON BOTH TYPES OF RECONCI LI ATI ONS.  WE
DETERM NED THAT USAI DS RECONCI LI ATI ON PRCCESS FOR | TS FUND
BALANCE W TH TREASURY HAD | MPROVED. THROUGH RESOLVI NG
Dl FFERENCES W TH TREASURY AND TRACKI NG RECONCI LI NG | TEMS
REPORTED BY OVERSEAS M SSI ONS, USAI D HAD GREATLY REDUCED THE
NUMBER OF OUTSTANDI NG RECONCI LI NG | TEMS AT SEPTEMBER 30,
2000.

ON THE OTHER HAND, OUR REVI EW OF USAI D S RECONCI LI ATI ON
PROCESS FOR ADVANCES TO GRANTEES DI D NOT | DENTI FY ANY
SI GNI FI CANT | MPROVEMENTS. | N ATTEMPTI NG TO ADDRESS THI S
CHALLENGE, USAI D ENGAGED THE U. S. DEPARTMENT OF HEALTH AND
HUVAN SERVI CES (DHHS) TO PROCESS BOTH ADVANCES TO GRANTEES
AND SUBSEQUENT LI QUI DATI ON OF THOSE ADVANCES. | T HAS ALSO
CONTRACTED W TH A PUBLI C ACCOUNTI NG FI RM TO RECONCI LE
OBLI GATI ONS THAT HAVE BEEN ESTABLI SHED TO FUND ADVANCES TO
GRANTEES. WE W LL REASSESS THI S Sl TUATI ON DURI NG OUR FY
2001 GVRA AUDI T.

ACCOUNTS RECEI VABLE
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USAI D CONTI NUES TO HAVE A PROBLEM REPORTI NG ACCOUNTS
RECEI VABLES | N AN ACCURATE AND Tl MELY MANNER. WE REPCRTED
TH'S I SSUE FOR THE FI RST TI ME TO USAI D MANAGEMENT | N 1996.

USAI D I S BU LDI NG THE CAPACI TY TO PROPERLY ESTABLI SH
AND REPORT QOUTSTANDI NG ACCOUNTS RECEI VABLE | NTO I TS NEW CORE
ACCOUNTI NG SYSTEM  UNTI L THE NEW SYSTEM | S BROUGHT ONLI NE,
USAI D W LL CONTI NUE TO HAVE A MAJOR CHALLENGE IN
ESTABLI SH NG AND REPORTI NG | TS OQUTSTANDI NG ACCOUNTS
RECEI VABLE.

DI RECT LOAN PROGRAM

USAI D I S DEVELOPI NG AND DOCUMENTI NG PROCEDURES FOR
MANAG NG AND REPORTI NG ON THE FI NANCI AL ACTI VI TI ES RELATED
TO THE DI RECT LOAN PROGRAM  ADDI TI ONALLY, I N JULY 1998,
USAI D COVPLETED THE OQUTSOURCI NG OF I TS CREDI T PORTFOLI O
MANAGEMENT TO A COWERCI AL BANK. AS PART OF QUR AUDI T COF
USAI DS CONSCLI DATED FI NANCI AL STATEMENT FOR FI SCAL YEAR
2000, WE W LL DETERM NE WHETHER THE | MPLEMENTATI ON OF NEW
PROCEDURES AND THE OUTSOURCI NG TO A COMMERCI AL BANK HAS
SUFFI CI ENTLY REDUCED DI RECT LOAN PROGRAM VULNERABI LI TI ES.

HUVAN CAPI TAL MANAGEMENT

CONTI NUED STAFF REDUCTI ONS AND LI M TED H RI NG CAN
GREATLY AFFECT USAI D S CAPACI TY TO OPERATE EFFECTI VELY.
ACCORDI NG TO I TS FY 1999 ACCOUNTABI LI TY REPORT, USAID
STAFFI NG LEVELS HAVE DECLI NED BY 38 PERCENT OVER THE LAST
TEN YEARS. I N FI SCAL YEAR 2000, USAID S TOTAL WORKFORCE
ATTRI TI ON WAS 225, COMPARED W TH PRQIECTED ATTRI TI ON OF 180.

DUE TO FUNDI NG CONSTRAI NTS, THE TI ME REQUI RED TO
RECRU T AND PROCESS NEW HI RES, AND THE FACT THAT I TS HI RI NG
ACTI VI TI ES ARE KEYED TO PRQIECTED ATTRI Tl ON, USAI D CURRENTLY
HAS MORE THAN 100 AUTHORI ZED BUT UNFI LLED PCSI TI ONS.  MANY
OF THESE UNFI LLED POSI TIONS ARE | N CRI Tl CAL H GH TURNOVER
AREAS SUCH AS | NFORMATI ON MANAGEMENT, FI NANCI AL MANAGEMENT,
AND PROCUREMENT. A MAJOR CONCERN | S THE STEADY DECLI NE I N
THE NUMBER OF EXPERI ENCED FOREI GN SERVI CE OFFI CERS AND
EMPLOYEES W TH | N- HOUSE TECHNI CAL EXPERTI SE. TO MANAGE | TS
PROGRAMS FOR RESULTS, USAI D MJUST HAVE THE RI GHT PEOPLE--W TH
THE RI GHT TRAI NI NG AND SKI LLS--1N THE RI GHT PLACES AT THE
Rl GHT TI ME.

STAFF TRAI NI NG

ACCORDI NG TO I TS FY 1999 ACCOUNTABI LI TY REPORT, USAID
HAD DEVELOPED NEW AND | NNOVATI VE TRAI NI NG COURSES STRESSI NG
MANAGEMENT, PROCUREMENT, OPERATI ONS AND TECHNI CAL SKI LLS.
I N ADDI TION, |I'T HAD DEVELOPED THE FRAMEWORK FOR A NEW COURSE
| N LEADERSH P AND PROGRAM OPERATI ONS. THROUGH THESE
COURSES, USAI D PLANNED TO TARGET CERTAI N KEY PERSONNEL
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CATEGORI ES IN I TS EFFORTS TO ADDRESS | TS HUVAN RESOURCE
CAPABI LI TI ES.  ACCORDI NAY, USAI D WAS CONDUCTI NG TRAI NI NG
AND WORKSHOPS TO TRAI' N STAFF | N STRATEG C PLANNI NG, ACTIVITY
| MPLEMENTATI ON, PERFORVANCE MONI TORI NG AND EVALUATI ON, AND
ACQUI SI TI ONS AND ASSI STANCE PLANNI NG AND ADM NI STRATI ON.

WE HAVE BEGUN AN AUDI T OF USAI D S STAFF TRAI NI NG AND
DEVELOPMENT ACTI VI TIES TO DETERM NE WHETHER USAI D PROVI DES
| TS EMPLOYEES W TH SUFFI Cl ENT TRAI NI NG TO ACCOWPLI SH THE
AGENCY' S M SSION. THE SCOPE OF THIS AUDI T | NCLUDES USAI D
TRAI NI NG ACTI VI TI ES CONDUCTED DURI NG FI SCAL YEARS 1999 AND
2000. THE AUDIT IS REVI EW NG CONTROLS OVER THE
ESTABLI SHVENT OF CORE COVPENTENCI ES, USI NG THOSE
COMPETENCI ES TO | DENTI FY TRAI NI NG NEEDS, AND EVALUATI NG THE
CONTRI BUTI ONS OF STAFF TRAI NI NG AND DEVELOPMENT ACTI VI Tl ES.

| NFORVATI ON RESOURCE MANAGEMENT

EXECUTI VE AGENCI ES ARE REQUI RED BY THE CLI NGER- COHEN
ACT OF 1996 TO | MPLEMENT A PROCESS TO MAXIM ZE THE VALUE AND
ASSESS THE MANAGEMENT RI SKS | NVOLVED | N | NFORMVATI ON
TECHNOLOGY | NVESTMENTS. O G AUDI TS AND OTHER STUDI ES
CONDUCTED OVER THE PAST SEVERAL YEARS HAVE DEMONSTRATED THAT
USAI DS MANAGEMENT OF | NFORVATI ON RESOURCES HAS NOT BEEN
EFFECTI VE. ORGANI ZATI ONAL AND MANAGEMENT DEFI Cl ENCI ES HAVE
H NDERED USAI D FROM ACQUI RI NG AND | MPLEMENTI NG EFFECTI VE
| NFORMATI ON SYSTEMS AND HAVE ALSO H NDERED USAI D MANAGERS
FROM OBTAI NI NG RELI ABLE, COWPLETE, AND TI MELY FI NANCI AL AND
PERFORMANCE | NFORMATI ON.

THE O G | DENTI FI ED THREE | NFORVATI ON RESOURCE
MANAGEMENT DEFI Cl ENCI ES:  NEW MANAGEMENT SYSTEM REPORTI NG AND
RESOURCE MANAGEMENT CAPABI LI TI ES, | NFORMATI ON RESOURCES
MANAGEMENT PROCESSES AND USAI DS COVPUTER SECURI TY PROGRAM
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NEW MANAGEMENT SYSTEM REPORTI NG AND RESOURCE MANAGEMENT
CAPABI LI TI ES

FOR YEARS, USAI D MANAGERS HAVE NOT HAD TI MELY ACCESS TO
FI NANCI AL MANAGEMENT AND RESOURCE MANAGEMENT DATA THAT IS
COMPLETE, RELI ABLE, AND CONSI STENT. USAI D S NEW MANAGEMENT
SYSTEM (NVS) WAS | NTENDED TO CORRECT SYSTEM DEFI Cl ENCI ES
RELATED TO ACCOUNTI NG, BUDGETI NG, AND PROCUREMENT, AS WELL
AS PROGRAM OPERATI ONS AND REPORTI NG NMS FAI LED TO DO SO
BECAUSE OF SEVERE TECHNI CAL AND | MPLEMENTATI ON PROBLEMS
STEMM NG FROM USAI DS DEVI ATI ON FROM ACCEPTED SYSTEM
DEVELOPMENT PRACTI CES.

TO ADDRESS THI S WEAKNESS, USAI D IS CURRENTLY
| MPLEMENTI NG THE CORE FI NANCI AL COVPONENT OF AN | NTEGRATED
FI NANCI AL  MANAGEMENT AND ACCOUNTI NG SYSTEM  THI' S NEW SYSTEM
(PHCENI X) WAS DEPLOYED I N WASHI NGTON D. C. ON DECEMBER 15,
2000. I N ADDI TI ON TO | MPLEMENTI NG PHCENI X, | N FI SCAL YEAR
2000, USAI D | MPLEMENTED A SYSTEM TO CAPTURE FI ELD
PROCUREMENT DATA.  THI' S SYSTEM W LL ADDRESS A WEAKNESS | N
COVPLYI NG W TH FEDERALLY MANDATED PROCUREMENT REPORTI NG
REQUI REMENTS UNTI L THE NEW PROCUREMENT SYSTEM I S
| MPLEMENTED.

| NFORVATI ON RESOURCE MANAGEMENT PROCESSES

N 1997 AND 1998, THE O G REPORTED A NUMBER OF SERI QUS
| NFORMATI ON RESOURCES MANAGEMENT DEFI Cl ENCI ES THAT
CONTRI BUTED TO PREMATURE DEPLOYMENT OF THE NMS, A SYSTEM
THAT HAD NOT BEEN TESTED AND DI D NOT' OPERATE EFFECTI VELY.
USAI D HAD ADOPTED A HI G4 RI SK APPROACH THAT DI D NOT FOLLOW
ACCEPTED SYSTEM DEVELOPMENT PRACTI CES AND HAD DEPLOYED THE
SYSTEM WORLDW DE THOUGH SEVERE PROBLEMS HAD BEEN PREVI QUSLY
| DENTI FI ED.

AS PREVI OQUSLY DI SCUSSED, USAI D DECI DED TO REPLACE THE
CORE FI NANCI AL COMPONENTS OF NMs W TH A NEW SYSTEM PHCEN X,
A COMMERI CAL OFF- THE SHELF PACKAGE. QOUR CURRENT WORK ON
USAI D S | MPLEMENTATI ON OF PHCENI X CONCLUDED THAT USAID I S
STI LL EXPERI ENCI NG WEAKNESSES | N | TS | NFORMVATI ON RESOURCE
MANAGEMENT PROCESSES.

FOR EXAMPLE, I N OCTOBER 2000, USAI D PLANNED TO DEPLOY
PHOENI X BEFORE THE SYSTEM HAD BEEN FULLY TESTED. THE O G
EXPRESSED CONCERNS W TH THE | MPLEMENTATI ON SCHEDULE AND
RECOMVENDED THAT USAI D THOROUGHLY TEST PHCENI X TO ENSURE
THAT THE SYSTEM WOULD OPERATE EFFECTI VELY. | N THREE
MEMORANDUMS TO THE USAI D ADM NI STRATOR, THE O G | DENTI FI ED
SPECI FI C RI SKS AND CHALLENGES FACI NG PHCEN X, SUCH AS
SOFTWARE TESTI NG WEAKNESSES, POTENTI AL DI FFI CULTI ES W TH
DATA M GRATI ON, AND THE NEED FOR CONTI NGENCY PLANNI NG  TO
ADDRESS THESE AND OTHER CONCERNS, USAI D DELAYED THE
DEPLOYMENT OF THE SYSTEM UNTI L DECEMBER 2000 AND TOOK
ACTI ONS TO CONDUCT MORE TESTI NG ALLOW GREATER PARTI ClI PATI ON
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BY SYSTEMS USERS, AND MORE THROUGHLY ASSESS THE OPERATI ONAL
READI NESS OF PHCEN X.

I N ADDI TI ON, USAI D HAS TAKEN A NUMBER COF STEPS TO
| MPLEMENT DI SCI PLI NED PROCESSES THAT COWPLY W TH CLI NGER-
COHEN ACT REQUI REMENTS. FOR EXAMPLE:

« USAI D HAS OBTAI NED A CONTRACTOR TO PROVI DE SPECI ALI ZED
MANAGEMENT SUPPORT AND | NFORMATI ON RESOURCE MANAGEMENT
EXPERTI SE AND HAS BEGUN TO | MPLEMENT A SOFTWARE
ACQUI SI TI ON MODEL WHICH IS A RECOGNI ZED ARCHETYPE FOR
BOTH BENCHMARKI NG AND | MPROVI NG THE SOFTWARE ACQUI SI TI ON
PROCESS.

« USAI D HAS DEVELOPED PLANS TO SEEK | NDEPENDENT
VERI FI CATI ON THAT | TS PRACTI CES MEET COMMONLY ACCEPTED
GOVERNMENT AND | NDUSTRY STANDARDS AND ANTI Cl PATES THAT
SUCH VERI FI CATI ON W LL BE RECEI VED I N FI SCAL YEAR 200%t
2002.

« USAID IS DEVELOPI NG AN | NFORVATI ON TECHNCLOGY
ARCHI TECTURE THAT W LL CONFORM TO OVB REQUI REMENTS FOR AN
ENTERPRI SE ARCHI TECTURE, A TECHNI CAL REFERENCE MODEL AND
A STANDARDS PRCFI LE.

THE O G PLANS TO MONI TOR THE PROCESSES ASSCClI ATED W TH
THE | MPLEMENTATI ON OF USAID S PHOENI X SYSTEM THE O G WLL
ALSO CONDUCT FUTURE AUDI TS RELATED TO USAI D S | NFORVATI ON
RESOURCE MANAGEMENT PROCESSES.

COVPUTER SECURI TY

DURI NG THE PAST YEAR, THE NATI ONAL NEWS MEDI A HAS
REPORTED SEVERAL HI GH LEVEL LAPSES OF GOVERNMENTAL SECURI TY
| NCLUDI NG COMPUTER SECURI TY. G VEN THE RECENT PRESI DENTI AL
AND CONGRESSI ONAL EMPHASI S ON THE | MPORTANCE OF COWVPUTER
SECURI TY, THE O G CONTI NUES TO MAKE OVERSI GHT OF COVPUTER
SECURI TY ONE OF QUR TOP PRI ORI Tl ES.

THE O G HAS | SSUED SEVERAL AUDI T REPORTS | DENTI FYI NG
COMPUTER SECURI TY DEFI Cl ENCI ES THAT EXPCOSED USAI D TO
UNACCEPTABLE RI SK THAT RESOURCES AND SENSI TI VE DATA M GHT
NOT BE ADEQUATELY PROTECTED FROM LOSS OR DESTRUCTI ON.  THESE
DEFI Cl ENCI ES EXI ST BECAUSE USAI D HAS NOT | MPLEMENTED AN
EFFECTI VE COVWPUTER SECURI TY PROGRAM AS REQUI RED BY THE
COMPUTER SECURI TY ACT AND OVB Cl RCULAR A-130.

USAI D HAS MADE S| GNI FI CANT PROGRESS | N DEVELOPI NG A
PROGRAM TO | MPROVE | TS ABI LI TY TO PROTECT COVPUTERI ZED
| NFORMATI ON.  FOR EXAMPLE, USAI D HAS UPDATED SECURI TY
PCLI CI ES, DEVELOPED A SECURI TY EVALUATI ON PROCESS THAT
REQUI RES CERTI FI CATI ON BY USAI D MANAGERS, DEVELOPED
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PROCESSES AND CONDUCTED RI SK ASSESSMENTS AT SI X M SSI ONS,
AND PERFORMED EVALUATI ONS OF NMS AND PHOENI X.

| N ADDI TI ON, USAI D OFFI CI ALS HAVE CRAFTED A MCODEL
| NFORMATI ON SYSTEM SECURI TY PROGRAM  THI' S PROGRAM PROVI DES
A FRAMEWORK FOR | DENTI FYI NG AND DI SSEM NATI NG TO OTHER
GOVERNMENT AGENCI ES A COMPLETE SET OF ‘ BEST PRACTI CES FOR
| MPLEMENTI NG AN EFFECTI VE COVPUTER SECURI TY PROGRAM  THE
PROGRAM HAS BEEN RECOGNI ZED BY THE CHI EF | NFORVATI ON
OFFI CERS COUNCI L, GENERAL SERVI CES ADM NI STRATI QN, AND
OTHERS, AS AN | NNOVATI VE AND COMPREHENSI VE APPROACH THAT
COULD BENEFI T THE ENTI RE FEDERAL GOVERNMENT.

THE O G ALSO CONTI NUES TO WORK CLOSELY W TH THE USAI D
| NFORMATI ON SYSTEMS SECURI TY OFFI CER AND TO PARTI Cl PATE I N
THE | NFORMVATI ON SYSTEMS SECURI TY WORKI NG GROUP.  VWHI LE USAI D
HAS MADE SI GNI FI CANT | MPROVEMENTS I N I TS | NFORVATI ON
SYSTEMS' SECURI TY, MJCH WORK REMAI NS TO BE DONE. USAI D
ESTI MATES THAT COMPUTER SECURI TY VULNERABI LI TI ES W LL NOT BE
FULLY CORRECTED UNTI L 2003.

MANAG NG FOR RESULTS

I N PAST YEARS, THE O G HAS | DENTI FI ED REPORTI NG OF
PROGRAM RESULTS AS A MAJOR CHALLENCE FOR USAI D MANAGEMENT.
ALTHOUGH, | N SEPTEMBER 1999, USAI D REMOVED RESULTS REPORTI NG
FROM | TS LI ST OF REPORTABLE WEAKNESSES UNDER THE FEDERAL
MANAGERS FI NANCI AL | NTECRI TY ACT OF 1983, THE O G CONTI NUES
TO VI EW RESULTS REPORTI NG AS A MAJOR MANAGEMENT CHALLENGE.
AS DESCRI BED I N THE FOLLOWN NG PARAGRAPHS, USAI D CONTI NUES TO
HAVE PROBLEMS DEVELOPI NG PERFORVANCE MEASUREMENT SYSTEMS
THAT MEET EXTERNAL AND | NTERNAL REPORTI NG REQUI REMENTS,
| NCLUDI NG THE REQUI REMENTS OF THE GOVERNMENT PERFCORVANCE AND
RESULTS ACT OF 1993 (RESULTS ACT). THE FOLLOW NG DI SCUSSES
TWO COVPONENTS OF THAT CHALLENGE.

| MPLEMENTATI ON OF THE RESULTS ACT

THE O G HAS TAKEN AN ACTI VE ROLE TO HELP USAI D MEET THE
REQUI REMENTS OF THE RESULTS ACT. O G AUDI TS HAVE REVEALED
SEVERAL WEAKNESSES | N THE PERFORVANCE MEASUREMENT SYSTEMS
USAI D USES I N RESULTS ACT REPORTI NG  FOR I NSTANCE, THE A G
AS VWELL AS THE GENERAL ACCOUNTI NG OFFI CE, HAS NOTED THAT
USAI D NEEDS TGO

« MEASURE | TS PERFORVANCE USI NG DATA ATTRI BUTABLE TO I TS
OMN PROGRAM PERFORMANCE RATHER THAN THAT OF THE ENTI RE
DONCR COMVUNI TY,

« CLEARLY LINK I TS PERFORMANCE GOALS TO I TS PROGRAM
ACTI VI TIES, AND

« USE TI MELY DATA TO REPORT | TS PERFORMANCE.
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AS A RESULT OF THESE WEAKNESSES, THE | NFORVATI ON
REPORTED UNDER THE RESULTS ACT HAS LI M TED USEFULNESS FOR
DEMONSTRATI NG USAI D' S PROGRESS | N ACCOWPLI SHI NG | TS GOALS
AND OBJECTI VES.

TO MORE CLEARLY TI E THE PLANNED AND REPORTED RESULTS,
USAI D OFFI CI ALS ARE PREPARI NG A PERFORVANCE OVERVI EW REPCRT,
A REPORT WH CH COMBI NES THE ANNUAL PERFORMANCE PLAN FOR
FI SCAL YEAR 2002 AND THE ANNUAL PERFORVMANCE REPORT FOR
FI SCAL YEAR 2000. TO ASSESS USAI D' S PROGRESS AND ASSI ST I'N
FURTHER | MPROVEMENTS, THE O G HAS BEGUN AN AUDI T OF THAT
PERFORMANCE OVERVI EW REPORT AS WELL AS OF USAI D S REVI SED
STRATEGQ C PLAN.

USAI D S | NTERNAL SYSTEM FOR REPORTI NG RESULTS

USAI D HAS AN | NTERNAL SYSTEM FOR REPORTI NG RESULTS THAT
| S NOT FULLY | NTEGRATED W TH THE FRAMEWORK OF THE RESULTS
ACT. THAT SYSTEM GENERATES THE “ RESULTS REVI EW AND RESOURCE
REQUEST” REPCRT--THE MOST Sl GNI FI CANT PERFORVMANCE REPORT
THAT USAI D OPERATI NG UNI TS SEND TO THEI R RESPECTI VE BUREAUS.

IN A WORLDW DE SERIES OF AUDI TS, THE O G DETERM NED AND
REPORTED THAT THESE RESULTS REPORTS PREPARED | N 1997
CONTAI NED DATA VWH CH WERE NOT OBJECTI VELY VERI FI ABLE,
SUPPCRTED, ACCURATE, COVPLETE OR VALI DATED. | N RESPONSE TO
THE RECOMMENDATI ON I N THAT AUDI T REPORT, USAI D:

« | SSUED GUI DANCE TO I TS OPERATI NG UNI TS ON THE QUALITY OF
| NDI CATORS AND DATA USED FOR RESULTS REPCORTI NG

« CONDUCTED TRAI NI NG FOR USAI D PERSONNEL ON THE
| MPLEMENTATI ON OF THE GUI DANCE DI SCUSSED ABOVE, AND

« REVI SED USAI D DI RECTI VES ON PERFORMANCE REPORTI NG

I N AUGUST 1999, USAID OFFI Cl ALS ASKED THE O G TO
PERFORM ADDI TI ONAL AUDI TS TO ASSESS OPERATI NG UNI TS
| MPLEMENTATI ON OF THE ABOVE USAID ACTIMITIES. THE O G
WORKED CLOSELY W TH USAI D S PERFORMANCE MEASUREMENT EXPERTS
TO DEVELOP THE AUDI T OBJECTI VE AND METHODOLOGY. THE AUDI TS
CONDUCTED TO DATE REVEALED THAT OPERATI NG UNI TS NEED TO

« PREPARE AND CARRYOQOUT PERFORVMANCE MONI TORI NG PLANS TO
BETTER ENSURE THAT CREDI BLE RESULTS W LL BE REPORTED, AND

« ASSESS THE QUALI TY OF PERFORMANCE DATA | NCLUDED I N THE
RESULTS REPORT AND MORE FULLY DI SCLOSE DATA LI M TATI ONS,
| F ANY, WHEN DATA ARE REPORTED.

USAI D OFFI CI ALS PARTI Cl PATED AS OBSERVERS DURI NG THESE
AUDI TS, AND AGREED WTH THE FI NDI NGS TO DATE. THE O G IS
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CONTI NUI NG THI S COLLABORATI VE AUDI T EFFORT | N FI SCAL YEAR
2001.

I N RESPONSE TO THE AUDI T CONCERNS, USAI D OFFI Cl ALS
REVI SED USAI D DI RECTI VES FOR PERFORMANCE MONI TORING. I N
ADDI TI ON, USAI D OFFI CI ALS HAVE BEGUN TO CONDUCT (1) TRAI NI NG
ON ASPECTS OF A PERFORMANCE MONI TORI NG SYSTEM AND ( 2)
SEM NARS ON THE NEW USAI D DI RECTI VES. THESE ACTI VI TI ES ARE
SCHEDULED TO CONTI NUE THROUGH THE SPRI NG OF 2001.

USAI DS BROAD AND CHANG NG MANDATE

USAI D' S OPERATI ONAL MANDATE | S EXCEEDI NGLY BROAD. THE
PRESI DENT” S COW SSI ON ON THE MANAGEMENT OF A.|.D. PROGRAMS
REPORTED I N 1992 THAT USAI D WAS FACED WTH A MULTIPLICI TY OF
PROGRAMS AND UNCLEAR MANDATES | N AN ENVI RONMENT OF
DI M NI SHI NG OPERATI ONAL RESOURCES. | N 1993, THE WHARTON
TASK FORCE CONCLUDED THAT USAI D HAD TOO MANY | NDI VI DUAL
COUNTRY PROGRAMS FOR THE SI ZE OF I TS STAFF AND BUDGET. MORE
RECENTLY, USAI D HAS BEEN FACED W TH BROAD AND CHANG NG
I NI TI ATI VES VWHI CH PLACE | NCREASI NG DEMANDS ON | TS RESOURCES-
-SUCH AS DI SASTER ASSI STANCE UNDER THE CENTRAL AMERI CA AND
CARI BBEAN RECONSTRUCTI ON SUPPLEMENTAL APPRCPRI ATI ON AND THE
H V/ Al DS AND | NFECTI QUS DI SEASES RAPI D RESPONSE.

I N ADDI TI ON, ACCCORDI NG TO USAI D OFFI CI ALS, THE NATURE
OF THE MANDATE | TSELF SEEMS TO BE EVOLVI NG SO AS TO ADDRESS
KEY FOREI GN POLI CY | SSUES OF THE DAY. USAI D S MANDATE ON
SUSTAI NABLE DEVELOPMENT | N THE POCREST COUNTRI ES AND
EMERGENCY ASSI STANCE | N RESPONSE TO NATURAL DI SASTERS HAS
EXPANDED TO | NCLUDE ADDRESSI NG TRANSI TI ONS FROM COMMUNI SM
HELPI NG NATI ONS RECOVER FROM PERI ODS OF CONFLI CT AND
PREVENTI NG FUTURE CONFLI CT.

THE O G HAS NOT MADE ANY GENERAL RECOMMENDATI ONS | N
TH'S AREA. W TH REGARD TO THE MULTI PLI C TY OF MANDATES AND
PROGRAMS AND THE LACK OF ADEQUATE RESOURCES, THI S IS CLEARLY
A MATTER THAT IS NOT ENTI RELY WTHI N USAI D S CONTROL.
NEVERTHELESS, USAI D HAS TAKEN SOVE STEPS TO COME TO TERMS
W TH THE CHALLENGES OF | TS BROAD MANDATE.

I N RESPONSE TO THE WHARTON REPORT, WHI CH SAI D THAT
USAI D HAD TOO MANY COUNTRY PROGRAMS, USAI D CLOSED NUMEROUS
M SSI ONS WORLDW DE- - ALTHOUGH OTHER M SSI ONS HAVE SI NCE BEEN
OPENED | N RESPONSE TO CHANG NG U. S. FOREI GN PCLI CY
I NI TI ATI VES. AS A RESULT, SOVE COUNTRI ES NOW RECEI VE USAI D
FUNDS W THOUT THE PRESENCE OF A USAI D OFFI CE | N- COUNTRY OR
WTH ONLY A FEW USAI D PERSONNEL. | N RESPONSE TO A RECENT
O G AUDI T, USAI D HAS | SSUED GUI DANCE RELATI NG TO CONTROLS
NEEDED FOR ACTI VI TIES I'N SUCH COUNTRI ES. | N ADDI TI ON, USAI D
'S TRYI NG TO FI ND BETTER WAYS TO WORK W TH THE M SSI ONS THAT
REMAI N- - M SSI ONS THAT ARE TYPI CALLY MJUCH SMALLER THAN I N THE
PAST. | N JUNE 2000, THE USAI D | SSUED A GENERAL NOTI CE ON
HOW TO MAKE SMALLER M SSI ONS MORE EFFECTI VE.
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W TH REGARD TO RESPONDI NG TO BROAD AND CHANG NG
I NI TI ATI VES, SUCH AS EXTENSI VE DI SASTER ASSI STANCE OR
| NCREASED HI V/ Al DS FUNDI NG, USAI D HAS SOUGHT TO OBTAI N
ADDI TI ONAL RESOURCES FOR PERSONAL SERVI CES CONTRACTCORS OR
TECHNI CAL ADVI SORS TO HELP CARRY QUT SUCH | NI TI ATI VES. I N
ADDI TI ON, USAI D HAS SET UP A WORKI NG GROUP ON HOW TO COPE
W TH THE RESOURCE DEMANDS OF SUPPLEMENTAL APPROPRI ATl ONS.

FI NALLY, W TH REGARD TO THE EVOLVI NG RATI ONALE FOR
FOREI GN ASSI STANCE-AND THE | NCREASI NG | NVOLVEMENT OF THE
DEPARTMENT OF STATE | N DEVELOPMENT | SSUES—JSAI D HAS SI GNED
AN AGREEMENT W TH THE DEPARTMENT OF STATE TO ENHANCE
COOPERATI ON AND COORDI NATI ON BETWEEN THE TWO AGENCI ES.

THE O G IS PLANNI NG TO AUDI T THE EFFECTI VENESS OF
REPORTI NG SYSTEMS | N COUNTRI ES WHERE USAI D DOES NOT HAVE A
PRESENCE OR ONLY A VERY LI M TED PRESENCE, SYSTEMS WH CH WERE
ESTABLI SHED AS THE RESULT OF AN AUDI T WE | SSUED I N 1999.

ACCOUNTABI LI TY I N THE | NTERNATI ONAL ENVI RONVENT

ACCOUNTABI LI TY I'N THE | NTERNATI ONAL ENVI RONMENT
PRESENTS A SERI QUS MANAGEMENT CHALLENGE TO THE SUCCESS OF
USAI D S ACTI VI Tl ES.

USAI D ADM NI STERS | TS ECONOM C AND HUMANI TARI AN
ASSI STANCE | N AN OVERSEAS ENVI RONVENT HI GHLY VULNERABLE TO
FRAUD AND CORRUPTI ON. TO | LLUSTRATE, EACH YEAR TRANSPARENCY
| NTERNATI ONAL PUBLI SHES | TS CORRUPTI ON PERCEPTI ONS | NDEX
RATI NG COUNTI ES SURVEYED ON A SCALE FROM 10 (LEAST CORRUPT)
TO O (H GHLY CORRUPT). OF THE 90 COUNTRI ES TRANSPARENCY
| NTERNATI ONAL RATED FOR 2000, 42 COUNTRI ES RECEI VED A RATI NG
BELOW4 (FROM 3.9 TO 1.2). OF THESE 42 COUNTRI ES, USAI D HAS
BEEN PROVI DI NG ASSI STANCE TO 36.

CORRUPTI ON AND LACK OF ACCOUNTABI LI TY ARE MAJOR
| MPEDI MENTS TO ECONOM C DEVELOPMENT, THE GROMH OF
DEMOCRATI C | NSTI TUTI ONS, AND THE ABI LI TY OF DEVELOPI NG
COUNTRI ES TO ATTRACT SCARCE FOREI GN | NVESTMENTS.  OVER THE
PAST FEW DECADES, AUDI TORS, | NVESTI GATORS AND OTHERS,
| NCLUDI NG THE MEDI A, HAVE | DENTI FI ED | NSTANCES VWHERE FOREI GN
Al D FUNDS HAVE BEEN ADVERSELY AFFECTED BY CORRUPTI ON.  SUCH
ADVERSE PUBLI CI TY FROM CORRUPTI ON HAS HELPED TO ERCDE THE
U S. PUBLIC S CONFI DENCE | N AND SUPPORT FOR U. S. FOREI GN
Al D.

BOTH USAI D AND THE O G HAVE | NI TI ATED VARI QUS
ACTIVITIES I N RESPONSE TO THI S SERI OQUS MANAGEMENT CHALLENGE
OF OBTAI NI NG ACCOUNTABI LI TY I N THE | NTERNATI ONAL
ENVI RONVENT.  FOR EXAMPLE, USAI D S SECOND STRATEG C GOAL IS
TO SEEK TO STRENGTHEN DEMOCRACY AND GOOD GOVERNANCE. W THI N
THI' S STRATEG C OBJECTI VE, USAI D FOCUSES | TS EFFORTS ON FOUR
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AREAS: STRENGTHENI NG THE RULE OF LAW AND RESPECT FOR HUVAN
Rl GHTS, ENCOURAG NG CREDI BLE AND COVPETI Tl VE POLI TI CAL
PROCESSES, PROMOTI NG THE DEVELOPMENT OF POLI TI CALLY ACTI VE
ClVIL SOCI ETY, AND ENCOURAG NG MORE TRANSPARENT AND
ACCOUNTABLE GOVERNMENT | NSTI TUTI ONS.

THE O G S ACTIVITIES CAN BE CATEGORI ZED AS THOSE
DI RECTED AT PREVENTI NG LOSS AND THOSE DI RECTED AT DETECTI NG
LCSS. THE O G HAS DEDI CATED SI GNI FI CANT RESOURCES TO
PREVENT LOSSES FROM CORRUPTI ON BEFORE THEY OCCUR | N AREAS
WHERE WE ASSESS USAI D AS HAVI NG THE GREATEST VULNERABI LI TY
TO LGOSS. FOR EXAMPLE, THE O G REQUI RES ANNUAL AUDI TS OF
U. S. - BASED AND | NDI GENOUS ORGANI ZATI ONS RECEI VI NG U. S.
ASSI STANCE AND ALSO PROVI DES FRAUD AWARENESS TRAI NI NG AND
BRI EFI NGS AROCUND THE WORLD.

THE O G S STRATEGY FOR ACHI EVI NG ACCOUNTABI LI TY I N THE
| NTERNATI ONAL ARENA ALSO FOCUSES ON EFFORTS TO DETECT
FI NANCI AL LOSS. THESE EFFORTS | NCLUDE:  ASSESSI NG
CORRUPTI ON AND RI SKS | N COUNTRI ES; FOCUSI NG ON U. S. AND
OTHER ORGANI ZATI ONS W TH A H STORY OF NONCONFORVANCE TO U. S.
REGULATI ONS AND LAW AND CONCENTRATI NG ON PROGRAMS THAT HAVE
BEEN VULNERABLE TO FRAUD, WASTE AND ABUSE; AND, SUPPORTI NG
SUPREME AUDI T | NSTI TUTI ONS WHO PERFORM REGULAR AUDI TS OF
VARI OQUS GOVERNMENTAL M NI STRI ES AND PROGRAMS | N THEI R
COUNTRIES. THE O G ALSO ENCOURAGES THE USE OF THE O G
HOTLI NE AND OTHER REFERRALS TO | DENTI FY CORRUPT AND
VULNERABLE ACTI VI TI ES AND ACTI VELY | NVESTI GATES ALLEGATI ONS
OF FRAUD AND CORRUPTI ON.

USAID I S NOW FACED W TH A NEW CHALLENGE. @ ON OCTOBER
17, 2000, THE PRESI DENT SI GNED | NTO LAW THE | NTERNATI ONAL
ANTI - CORRUPTI ON AND GOOD GOVERNANCE ACT OF 2000. THE
PURPOSE OF THI S LEQ SLATION IS TO ENSURE THAT UNI TED STATES
ASS| STANCE PROGRAMS PROMOTE GOOD GOVERNANCE BY ASSI STI NG
OTHER COUNTRI ES TO COVBAT CORRUPTI ON THROUGHOUT SOCI ETY AND
TO | MPROVE TRANSPARENCY AND ACCOUNTABI LI TY AT ALL LEVELS OF
GOVERNMENT AND THROUGHOUT THE PRI VATE SECTOR.

TH' S LEG SLATI ON AUTHORI ZES SPECI FI C PROJECTS AND
ACTI VI TI ES THAT, AMONG OTHER THI NGS: SUPPORT RESPONSI BLE
| NDEPENDENT MEDI A TO PROMOTE OVERSI GHT OF PUBLI C AND PRI VATE
I NSTI TUTI ONS; SUPPCORT THE ESTABLI SHVENT OF AUDI T OFFI CES,
| NSPECTORS GENERAL OFFI CES, THI RD PARTY MONI TORI NG OF
GOVERNMENT PROCUREMENT PROCESSES, AND ANTI - CORRUPTI ON
AGENCI ES; AND, | MPLEMENT FI NANCI AL DI SCLOSURE AMONG PUBLI C
OFFI G ALS, POLI TI CAL PARTI ES, AND CANDI DATES FOR PUBLI C
OFFI CE, OPEN BUDGETI NG PROCESSES, AND TRANSPARENT FI NANCI AL
MANAGEMENT SYSTEMS.

VWH LE USAID S SECOND STRATEGQ C GOAL OF STRENGTHENI NG

DEMOCRACY AND GOOD GOVERNANCE ADDRESSES MANY OF THE NEW
LEG SLATI ON'S CONCERNS AND GOALS, USAI D NEEDS TO DEVELOP, | N
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COLLABORATI ON W TH OTHER AFFECTED U. S. GOVERNMENT AGENCI ES,

A PLAN TO | MPLEMENT THI S NEW LEQ SLATION. | T SHOULD BE
NOTED THAT THI S | S AUTHORI ZI NG LEG SLATI ON AND AT THI S TI ME
NO FUNDS HAVE BEEN APPROPRI ATED FOR | TS | MPLEMENTATI ON.  THE
LEG SLATI ON REQUI RES ANNUAL REPORTI NG ON PRQJECTS AND

ACTI VI TI ES BEI NG CARRI ED OUT UNDER PROGRAMS AUTHORI ZED BY

THE LEG SLATI ON AND REQUI RES AN I NI TI AL REPORT W THI N 180
DAYS OF THE ENACTMENT OF THE LEQ SLATION, OR APRIL 17, 2001.
THE O G STANDS READY TO ASSI ST USAID IN I TS I NPUT IN

| MPLEMENTI NG AND REPORTI NG ON THI S LEG SLATI ON.

PART |11
FOUNDATI ONS OVERVI EW

TO ADDRESS OUR NEW RESPONSI BLI TI ES FOR AUDI T AND

| NVESTI VGATI VE COVERAGE OF THE AFRI CAN DEVELOPMENT

FOUNDATI ON AND THE | NTER- AVERI CAN FOUNDATI ON, O G STAFF HAVE
PERFORMED COVPREHENSI VE REVI EW6 AT THE ADF AND THE | AF AND
HAVE USED THESE REVI EW6 TO DEVELOP STRATEG ES.  UNDER OUR
NEW AUTHORI TY, WE HAVE ALREADY CONDUCTED A PERFORVANCE AUDI T
AT EACH FOUNDATI ON.  ADDI TI ONALLY, WE HAVE ALSO PERFORMED
QUALI TY CONTRCL REVI EWs OF EACH FOUNDATI ON' S FI NANCI AL
STATEMENT AUDI TS FOR FI SCAL YEAR 1999.

MR CHAI RVAN, THI' S CONCLUDES MY TESTI MONY. THANK YQU
FOR YOUR TI ME AND ATTENTI ON.
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