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Overview

The Office of Inspector General (OIG) has been
providing oversight of USAID activities in
Afghanistan since 2002. Our work has paralleled
the evolution of USAID’s programs in
Afghanistan from relief and stabilization to
reconstruction to sustainable development.
OIG’s activities help USAID make sure that tax
dollars are being spent wisely and effectively.

USAID obligations in Afghanistan for fiscal
years 2002 through the first quarter of 2009
totaled over $7.1 billion. Since fiscal year 2003,
OIG has expended $3.2 million in base
appropriations and supplemental funding to
oversee USAID’s activities in Afghanistan.

The most frequent types of recommendations in
the audits have involved inadequate contract
oversight or activities management (68 percent),
issues with security that prevented the mission
from being accomplished (24 percent), data
integrity or quality (24 percent), and contractor
performance that needed improvement (20
percent).

From our office in Manila, 14 auditors and 2
investigators oversee USAID programs and
operations in Afghanistan. We expect to
establish a satellite office in Kabul, consisting of
two employees, in the summer of 2009.

Cumulative Results

Performance audits or reviews conducted 25
Recommendations made 68
Recommendations closed 50

U.S. Agency for International Development
1300 Pennsylvania Avenue, NW
Washington, DC 20523
www.usaid.gov/oig

Executive Summary of Activities in Afghanistan

Recommendations open 18
Financial audits conducted 26
Questioned costs sustained $1,347,135
Investigations opened 29
Investigations closed 23
Investigations pending 6
Referrals for prosecution 3
Indictments 8
Convictions 3
Arrests 7
Administrative actions 10
Recoveries and savings $19.9 million
Fraud awareness briefings given 8
Attendees at fraud briefings 314

Audit Highlight—FY 2009 First Quarter

Afghanistan’s Higher Education Project:
Progress Made, but Sustainability
Questionable

USAID/Afghanistan’s Higher Education Project
involves an agreement between USAID and the
Government of Afghanistan to develop a better
educated population in that country. A 5-year,
$38 million cooperative agreement was awarded
to the Academy for Educational Development to
implement the project.

The project set out to transform instructional
methods in 16 postsecondary schools and to
institutionalize structures and systems to sustain
high-quality instruction and professionalism.
When the project ends in 2011, the institutions
will be expected to take full responsibility for the
reform systems and teacher training.

Thus far, the project has achieved some of the
intended results. Training was provided in




teaching methods, basic information technology
skills, and graduate-level education, along with
workshops and seminars on institutional and
leadership development. The project initiated a
master’s degree program and trained several
candidates in the United States. Faculty
members who participated in the project’s
activities were exposed to new and more
effective teaching methodologies in their classes,
and they advanced their English language skills.
Moreover, they had greater access to training and
educational materials not available in their local
language and to mentoring officials at selected
ministries.

Faculty members who completed study programs abroad
discuss how to apply the learned teaching methodologies
in their classrooms. Session took place in Kabul,
Afghanistan. (Photo by OIG, July 2008)

Despite these accomplishments, the audit
identified three areas that, if not addressed
during the second half of the project, will
threaten the sustainability of the project’s results.
These areas involve oversight of program
performance, interagency coordination, and
sustainability of the program. In addition, the
audit identified that the mission’s technical
oversight of the project has fallen short of what
is required by the agreement and USAID’s
policies; as a result, insufficient monitoring
contributed to the problems.

To address the deficiencies, OIG made four
recommendations:

e That USAID/Afghanistan determine the key
indicators to measure and report results and
revise the indicators at the implementer level,
the mission level, or both, to more accurately

link the activity data to the mission planned
results.

e That USAID/Afghanistan intervene with the
Ministry of Education and Ministry of
Higher Education to reach an agreement on
appropriate collaborative actions to further
the higher education project.

e That USAID/Afghanistan collaborate with
the Academy for Educational Development
and applicable Afghanistan universities to
develop an exit strategy so that key services
of professional development centers will
continue after project completion.

e That USAID/Afghanistan implement
appropriate procedures to strengthen (1)
project monitoring, (2) review and approval
of project documents, and (3) maintenance of
the cognizant technical officer project file for
the Higher Education Project.

To read the audit report in its entirety, visit our
Web site (see below).

OIG—General Information

OIG’s oversight covers programs and operations
exceeding $15 billion in approximately 100
countries. We have 171 employees (excluding
19 assigned to cover the Millennium Challenge
Corporation), of whom half are Foreign Service
and the other half Civil Service. Approximately
60 auditors and investigators are based overseas,
and the remaining workforce is stationed in
Washington, DC. In addition to Manila, we
have offices in Cairo, Dakar, Baghdad, Pretoria,
San Salvador, and Washington, DC. OIG also
provides oversight of the United States African
Development Fund, the Inter-American Fund,
and the Millennium Challenge Corporation on a
cost-reimbursable basis. For more information
about USAID OIG, visit our Web site at
http://www.usaid.gov/oig or contact us at 202—
712-1150.
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FY 2003

FY 2004

USAID OIG Performance Audits and Reviews with Findings and Recommendations -- Afghanistan
December 31, 2008

No. Report Title R;g;)ert Summary of Findings Recommendations USAID Response
Risk Assessment of Majo
1 Activities Managed b} 11-Mar-03 The report identified the need for concurrent financial audits of the infrastructure None
USAID/Afghanistar rehabilitation project and a performance audit of the economic governance project. :
(5-306-03-001-S)
Review of the Road Project
FlnanQed b_, As of November 1, 2003, 222 kms. of the 389 km Kabul-Kandahar Highway had (1) USAID/Afghanistan should require the Louis Berger
USAID/Afghanistan' X . - . . . . .
2 | Rehabilitation of Economil 13-Nov-03 been paved. USAID believed it was on schedule to lay 321 kms. of new asphalt and 1 Group, Inc., to maintain a detailed, updated Louis Berger Group, Inc., issued an updated implementation plan for
Facilities and Service repair 68 kms. of existing road by December 31, 2003. However, the mission neede implementation plan for its REFS activities, including the|its REFS activities on January 30, 2004. Final action has been taken.
(REFS) Progran to have the contractor to prepare an implementation plan as required by the contract| road project.
(RIG Memo 04-002),
Second Review of the Road
PIIE: FlnanFed b_ The contractor had paved or patched 389 kilometers of the Kabul-Kandahar
USAID/Afghanistan " S X
i A Highway by December 31, 2003. However, six bridges along the highway were nof
3 | Rehabilitation of Economi{ 31-Mar-04 |~ o X None.
. . finished by the end of December 2003. The mission believed the contractor was on
IRl SERes schedule to complete the highway by the end of October 2004 as planned
(REFS) Program P gnway by planned.
(RIG Memo 04-003)|
R'SKA';sifleiiiseTeMn;g;'\s:Jg The report noted (1) progress was made in addressing vulnerabilities identified in the
4 0¢f 15-Apr-04 |mission’s FMFIA report and (2) certain high-profile, high-risk projects needed to bg None.
USAID/Afghanistar] audited in FY 2005
(5-306-04-002-S) '
Audit of| . . . L . . . . X
USAID/Afghanistan’ The aud_lt conclude_d that the mission managed its f:a§h|er|ng operations efficiently, (1)_USAID/Afghan|stan _shoulc_i obtalr! and keep on f_||e al The mission obtained and now had on file waivers documenting the
5] o .| 11-May-04 |economically, and in accordance with Agency policies and procedures except that 2 |waivers from the U.S. Disbursing Officer documenting th| .. . X . . y
Cashiering Operation - . . - . . disbursement authorities of its cashiers. Final action has been taken.
certain internal controls needed to be improved. disbursement authorities of its cashiers.
(5-306-04-001-F)
@ USAID/Afghan|§tan shouldnrestrlct the access rights The mission restricted the access rights of the alternate cashier to the
of the alternate cashier to the mission accounting and - . . .
3 . ) mission accounting and control system and reviewed the access righ
control system and review access rights of other ) ) X
" of other Controller Office employees. Final action has been taken.
Controller Office employees.
® USAID/Afghan!stan shoqld de\{elop an a(‘:tlon plan tc The mission strengthened the physical security of its cashiering
4 |strengthen the physical security of its cashiering . " )
. operations. Final action has been taken.
operations.
. . | . . . . In July 2004, the contractor put in place a monitoring system that
PuGTiiGl thg Sust_aunabl The mission had not approved a work plan for the contractor and quarterly work ® USAII:.)/AfghamsteTn should 'eq“'fe Bea_nng Point to included updated work plans. Further, USAID/Afghanistan provided
Economic Policy and R . X . comply with the Sustainable Economic Policy and .
I plans with expected accomplishments and milestones (required by the contract) had S a schedule of due dates for the quarterly work plans required under th|
Institutional Reforn y Institutional Reform Support Program contract by L . )
6 17-Aug-04 |not been done. Without such work plans, the OIG could not assess whether the 5 " . contract. In addition, USAID/Afghanistan submitted the most recent
Support (SEPIRS) Program X submitting to USAID/Afghanistan for approval quarterly X L .
" program was on schedule to achieve planned outputs. As a result, the report f H contractor work plan it approved in July 2004 and other detailed
at USAID/Afghanistar o . work plan reports that include expected accomplishments . . S " .
disclaimed an opinion, but acknowledged that some progress had been made. ’ supporting documentation, which illustrate additional corrective
(5-306-04-005-P) and milestones. . 3 X .
actions to enforce contract requirements. Final action has been taken.
Audit of the Kabul t
Kandahar Highwa) .. . . .
Reconstruction Activitie: - A . - " (1) USAID/Afghanistan should develop a comprehensive The m|§5|or| developed the recommended plan, W.hICh requires site
" The mission (1) generally checked the timeliness of reconstruction activities but did L LT inspection teams to be present at site on each section of road. The
Financed b . . A R monitoring plan to ensure quality, timeliness, and . L N
X N not fully monitor the quality of the road reconstruction, in part, because of security . X A . - teams are also tasked with monitoring the quality control program of
7 USAID/Afghanistan’y 21-Sep-04 - " N ) 6 |compliance with contract terms, including requiring the " X .
i h restrictions and (2) did not verify whether the contractor’s performance conformed {| s N . the contractor and preparing daily and weekly reports. In addition, th|
Rehabilitation of Economi( . contractor to submit a comprehensive quality control and | =" " | 3 3 L
S . its contract. mission's project manager and quality assurance manager are to visit
Facilities and Service: assurance program for USAID approval. " R . . X
the site on a semimonthly basis. Final action has been taken.
Program (5-306-04-|
006-P)
(2) USAID/Afghanistan should perform an analysis of ~ [The mission has identified deficiencies in the work of the contractor
7 |contractor claims to ensure that USAID does not pay for |and had the contractor replace the defective works at the contractor's

the defective roadwork.

expense. Final action has been taken.




FY 2005

USAID OIG Performance Audits and Reviews with Findings and Recommendations -- Afghanistan
December 31, 2008

No. Report Title R;g;)ert Summary of Findings Recommendations USAID Response
(1) USAID/Afghanistan should finalize an alternative
Audit off The audit concluded that the school and clinic reconstruction program was not on implementation plan with timeframes for the uncompleted
USAID/Afghanistan’: schedule for a number of reasons, including insufficient oversight and monitoring. portion of its School and Clinic Reconstruction Program. USAID finalized an acceptable plan. and final action was completed
8 School and Cliniq 14-Mar-05 |Specifically, no more than 328 (62 percent) of the 533 buildings planned to be 8 |The plan should include measures to strengthen the on January 17. 2006 P plan. P
Reconstruction Progran completed by December 2004 were completed or on schedule to be completed by capabilities of the Transitional Islamic State of yif !
(5-306-05-003-P) then. Afghanistan’s Ministries of Education and Health to
contract for and manage construction projects.
(2) USAID/Afghanistan should require that all its school USA_ID notified |mplement|ng partners and contractors at a bl_weekly
L . X meeting of the requirement to use the IRD method of calculating the
and clinic implementing partners and their subcontractors| . . .
. 3 percentage of completion. This IRD method was used during the
9 |use International Relief and Development (IRD) N
N . period July 2004 through February 2005. Subsequently, the IRD
Incorporated’s method for calculating the percent of . . . !
. L method was revised and received concurrence by the implementing
completion for a school or clinic. ) )
partners and contractors. Final action has been taken.
® USAID/Afghaqlstan should regularly merge lhe. Although it was not possible to merge the two systems because of
percent of completion data for each school and clinic fron. . ) o
. N . information technology security reasons, each partner and Ministry
International Relief and Development Incorporated’s . N . . .
10 PV provide data biweekly to USAID that is selectively entered into the
database into its own database to use as a tool for . N L ) N
. . USAID master list archives for schools and clinics. Final action has
assessing the accuracy of the percent of completion data
N . been taken.
reported by implementing partners.
_ The audit found Fhat (1) the anar_y 'E.ducallon Program aCFIV!lIES achieved key (1) USAID/Afghanistan should obtain from Creative
Audit off planned outputs in all but three activities and that (2) the mission had not done R . A . . o . e
X N . e SV Associates International, Inc., a distribution plan Creative Associates sent USAID a distribution plan identifying the
USAID/Afghanistan contractor performance evaluations. Specifically, textbook distribution was delaye: e . N - S N
N N . H identifying the specific dates and locations for delivering |grade level/language of textbooks and the specific dates and locationg
9 Primary Educatior] 14-Apr-05 |grade equivalents for accelerated learning students were also delayed, and the femalp 11 e N o - . ) 3
. o . the remaining textbooks in storage to ensure that the for delivering the remaining textbooks in storage. Final action has
Program| student enrollment target was not achieved. These three activities did not achieve .
: X " ) - " correct quantity, grade level, and language of textbooks [been taken.
(5-306-05-005-P) their planned outputs for a number of reasons, including a delay in receiving fundint A
are distributed to schools.
for the program.
(2) USAID/Afghanistan should clearly define the method
by which to compute grade equivalents that are to be
achieved in the Afghanistan Primary Education Program. |USAID changed the language for the planned outputs so that
12 [If change is needed to meet the planned outputs, the computing grade equivalents is clearly understood as grades "“in
mission should obtain a detailed action plan from Creativgprocess.” Final action has been taken.
Associates International, Inc., showing how the grade
equivalent shortfalls will be achieved.
(3) USAID/Afghanistan should reassess the female
13 enrollment target for its Afghanistan Primary Education [USAID revised the female enrollment to "52.2% of girls participate i
Program to ensure that performance can be managed learning activities.” Final action has been taken.
toward an obtainable target.
(4) USAID/Afghanistan should conduct a current
fsg?gg;nnc; el\:] aCIL,Izti';n gnfefti?éiﬁ??\?it?shaniswn The CTO completed and submitted a contractor performance report
14 L P g for the Afghanistan Primary Education Program on March 27, 2005.

Primary Education Program and prepare a contractor
performance report documenting the results of the
evaluation.

Final action has been taken.




FY 2006

USAID OIG Performance Audits and Reviews with Findings and Recommendations -- Afghanistan
December 31, 2008

Report

No. Report Title Date Summary of Findings Recommendations USAID Response
As of September 30, 2005, only $600,000 of the $10 million appropriated for FY (1) USAID/Afghanistan should, for the $9.4 million
" 2004 had been used to provide shelter materials and basic necessities for displaced obligated under the limited scope grant agreement and to| USAID deobligated all unexpended funds totaling $4,978,270 and
Audit of Funds Earmarke : - . S . o . N . .
by, Congress to Providd persons in Kabul. Additionally, as of September 30, 2005, although Congress had fund specifically identified assistance activities for reprogrammed the funds to an Office of Foreign Disaster Assistance
. y been notified that the funds would be transferred to the Department of State’s displaced Afghans in and around Kabul: (a) reprogram thdcontract with CARE to provide shelter to displaced Afghans. USAID|
10 Assistance for Displaced 21-Dec-05 . - . . 15 . . . L R A
. . Bureau of Population, Refugees, and Migration, none of the $5 million appropriated balance of approximately $4.966 million that was also subobligated the remaining $4.5 million into a participating
Persons in Afghanistar L . X A N ¥
(9-306-06-004-P) for FY 2005 had been transferred or spent by the mission. The report included threq subobligated under the participating agency program agency program agreement with the Department of State's Bureau of
recommendations to ensure that the remaining balance of approximately $14.4 agreement and (b) subobligate the $4.4 million not yet  [Population, Refugees, and Migration. Final action has been taken.
million in unspent earmarked funds is used for its intended purpose. subobligated.
@ USAID/Afgham?tan should, in coord!natlon with the USAID and the Department of State's Bureau of Population,
Department of State’s Bureau of Population, Refugees, S -
I Refugees, and Migration developed a plan to use the $9.366 million
16 |and Migration, develop a plan to use the balance of . .
: L . ... |for shelter related needs and other emergency activities for displaced
approximately $9.366 million to meet the basic necessitie| . . ) .
R . Afghans in Kabul and other provinces. Final action has been taken.
of displaced Afghans in and around Kabul.
(3) USAID/Afghanistan should inform Congress, as
appropriate, of its plans to use the $5 million earmarked |Through a revised December 2005 report, dated May 15, 2006,
17 |in fiscal year 2005 for assistance to displaced Afghans  [USAID notified Congress of its plans to use the $5 million. Final
and use these funds for this assistance, as Congress action has been taken.
intended.
Audit off
11 USA.I D_/Afghanlstgn  10-Jan-06 |The cashiers properly accounted for their imprest funds. None.
Cashiering Operation
(5-306-06-001-P),
Audit of| The audit found that five of six activities were on schedule to achieve planned USAID/Afgham.stan obtal_ned an updated fiscal year 2006 work plan
USAID/Afghanistan’y outputs. The sixth activity’s planned output—rehabilitating 555 kilometers of farm and an updated life-of-project work plan from the contractor
o N ) 3 3 . . (1) USAID/Afghanistan should obtain updated work plan{implementing the Rebuilding Agricultural Markets Program (RAMP)
12 Rebuilding Agricultura] 28-Mar-06 |to-market roads—was not achieved for a number of reasons, including poor security 18 X L . . A
. . . from the contractor required by the contract. Additionally, the mission had incorporated these updated plans into i
Markets Progran and poor subcontractor performance. Additionally, USAID/Afghanistan did not L R N
I RAMP contract through a contract modification. Final action has
(5-306-06-002-P) properly administer its RAMP contract.
been taken.
USAID/Afghanistan determined that a modification to the RAMP
(2) USAID/Afghanistan should determine whether the cuntrac_t was nf)t requlred lu_approve activities subsquen.tly added to
. the activities listed in the original contract for three principal reasons.
added work under the original contract should have been | _. . . . .
e L . -~ |First, since RAMP implementation is accomplished through work
approved and modified within the original contract prior L
: Lo ) . ..._|orders the activities that were added were also done through work
19 [to implementation, in accordance with Federal Acquisitio L S
; e . orders. Second, the mission asserted that the added activities fell
Regulation, Part 43 on contract modifications. If so, L . . -
. ) ; " .. |within or were consistent with the objectives of the RAMP contract.
USAID/Afghanistan’s contracting officer should modify |__, . L .
the contract according! Third, the mission noted that updated work plans (obtained and
aly- incorporated into the RAMP contract as discussed in the proceeding
paragraph) included the added activities. Final action has been taken|
(3) USAID/Afghanistan should implement an action plan USAID/Afghan|§tan }ssued mission notice 2006-05, which establishey
{0 require its staff to complete and issue contractor procedures and timelines to ensure that the contractor performance
20 N P reports are continually updated and current. Additionally, the missio

performance reports to comply with Automated Directive
System 302.5.9.

completed a performance evaluation of the RAMP contractor. Final
action has been taken.




FY 2007

USAID OIG Performance Audits and Reviews with Findings and Recommendations -- Afghanistan
December 31, 2008

No. Report Title R;g;)ert Summary of Findings Recommendations USAID Response
Audit off
USAID/Afghanistan’y . .
Reconstruction of th Kandahar-Herat highway reconstruction activities were on schedule to achieve @ USAID/A_fghamstan should develop and implement The mission developed and was implementing procedures to
. . L procedures with milestones to document, track, and N ) .
Kandahar-Herat Highway planned outputs, except for 24 kilometers of road work. The remaining 24 P . o document, track, and promptly resolve significant issues uncovered i
13 A 18-May-06 | . ! | 21 |promptly resolve significant issues uncovered in its own |. o .
Under the Rehabilitation o kilometers were not completed by December 31, 2005, because of funding shortage: P . its own monitoring efforts that could affect the progress of its
) A . - monitoring efforts that could affect the progress of its . Do X N
Economic Facilities an which the mission could have addressed sooner. . A reconstruction activities. Final action has been taken.
. reconstruction activities.
Services (REFS) Program
(5-306-06-005-P),
Audit of|
USAID/Afghanistan’s Rural Nineteen of twenty selected activities achieved planned outputs. REACH awarded
Expansion of Afghanistan’ $56.2 million to 28 grantees who were providing basic healthcare in 14 provinces.
14 Community-Based 16-Aug-06 |The program distributed $4.7 million of essential drugs and trained 568 midwives None.
Healthcare (REACH! and completed a number of activities to help improve capacity in the Afghan Public
Program| Health Ministry.
(5-306-06-007-P),
Audit of The mission and its implementing partners were on schedule to complete 705 of 77 USAID/Afghanistan management concluded that security conditions
USAID/Afghanistan’ school and clinics to be constructed or refurbished under the Schools and Clinics (1) USAID/Afghanistan should make a final decision on |still prevented reconstruction of the 13 schools and health clinics that
g i Construction and Refurbishment Program, and 511 of the 705 buildings had been what to do with the 13 buildings that the Louis Berger  [the Louis Berger Group, Inc. (LBGI) could not complete.
15 School and Health Clini{ 18-Aug-06 . 22 X . e " g 3
. s turned over to the Government. However, completion has taken longer than Group, Inc., did not complete and take any actions Consequently, the mission director signed an action memorandum
Reconstruction Activitie: . . . . . . . . N . ) .
(5-306-06-008-P), anticipated because the mission did not take timely action to resolve issues on necessary to carry out its decision. formally canceling work on the 13 buildings. Final action has been
program implementation. taken.
@ USAID/Afghe}nlstan should |mmed|ately qu|fy the USAID/Afghanistan management modified its agreement with the
scope of work in its agreement with the International N R I L
- L - International Organization for Migration to add the 51 buildings not
Organization for Migration to add the 51 buildings not . . ) Ny
23 . . . completed by Cooperative Housing Foundation International and the
completed by Cooperative Housing Foundation . . . "
. - two buildings not completed by United Methodist Committee on
International and the two buildings not completed by the Relief. Final action has been taken
United Methodist Committee on Relief. | :
In fiscal year 2006, ALP/E achieved significant results for 13 of 15 performance
indicators used by USAID/Afghanistan to measure whether the program was
achieving planned results. Achievements that supported ALP/E’s objective of (1) USAID/Afghanistan should require Development
Audit off accelerating licit economic growth and business activity included 27,534 hectares Alternatives, Inc., to replace the performance indicator on| The mission issued a technical directive on January 30, 2007, to
USAID/Afghanistan’ devoted to licit agricultural production and 98,154 farmers trained in agricultural the number of Afghans receiving agricultural credit Development Alternatives, Inc., directing that the indicator, “Afghan:
16 Alternative Livelihood{ 13-Feb-07 [practices. Achievements that supported ALP/E’s objective of providing an immedia] 24 (through Alternative Livelihoods Program—Eastern Regiorjreceiving credit through ALP” be removed from the performance
Program-Eastern Regio alternative source of income to those who depend on the opium economy included with a performance indicator that reflects the program’s |management plan and be replaced by “Number of loan agreements
(5-306-07-002-P) 19,698 Afghans paid $4,209,670 through cash-for-work projects. Two performance shift from funding microfinance loans to facilitating the |facilitated.” Final action has been taken.
indicators could not be evaluated because sufficient information on actual issuance of such loans.
accomplishments was not available or the related program activities were not fully
implemented.
@ USAID{Afghamstan should update '.ts pgﬁormance Development Alternatives, Inc., updated its FY 2006 target for
25 target for kilometers of rural roads repaired in poppy kilometers of rural roads repaired in poppy regions. Final action has
regions to a realistic level that reflects the additional $11 P Poppy Tegions.
b X I been taken.
million of funding for this activity.
The mission issued a technical directive on January 30, 2006, to
(3) USAID/Afghanistan should develop a plan of action t{Development Alternatives, Inc., indicating that all required
26 |ensure that performance targets are updated for future  |performance targets will be reviewed with the cognizant technical

significant program changes.

officer (CTO) on a monthly basis, with revisions made as appropriate|
Final action has been taken.




USAID OIG Performance Audits and Reviews with Findings and Recommendations -- Afghanistan
December 31, 2008

No. Report Title R;g;)ert Summary of Findings Recommendations USAID Response
On December 17, 2006, the mission issued Mission Notice No. 2006-|
106, Roles and Responsibilities of CTOs. This notice was issued (1)
to require all CTOs to document and keep files of site visit reports; (2
to remind COs/agreement officers, CTOs, and the supervisors of
(4) USAID/Afghanistan should develop mission-specific [CTOs, about the interrelated nature of CTO performance and the
27 |procedures requiring that site visits of program activities [monitoring thereof in the context of how designated CTOs perform
be documented and maintained in CTO files. their CTO duties and responsibilities as stated in their CTO
designation letter; and (3) to encourage joint site visits by CTOs
together with representatives from other offices who are involved in
monitoring the performance and financial status of
USAID/Afghanistan projects. Final action has been taken.
(GG C_rlpgal Rer Under the REFS Program, one critical activity had been achieved, whereas two
Sector Activities Undet| . - S . .
N N similar activities were significantly behind schedule because of security problems.
USAID/Afghanistan' - ! " .
i A Although the activity that was achieved delivered 16.5 megawatts of reliable
17 | Rehabilitation of Economi( 21-May-07 . . e . None.
. . hydroelectric power, delays in the other two activities have delayed the delivery of
Facilities and Service: . . S X
megawatts of reliable hydroelectric power to about 2 million Afghan people in
(REFD) A southern Afghanistan
(5-306-07-004-P) 9 i
(1) USAID/Afghanistan should conduct an assessment at
Audit off Planned contract deliverables were generally being achieved under the Gardez and Ghazni sites where a water distribution
USAID/Afghanistan* USAID/Afghanistan's Urban Water and Sanitation Project. However, long-term system was installed; make a determination as to the .
L . ) I A - y The mission planned to have a contractor conduct an assessment by
18 Urban Water angd  7-Jun-07  |sustainability of the overall project was questionable and contract administration 28 |extent that further training is required; and provide N . .
o X L - o the end of April 2008. Final action has been taken.
Sanitation Progran problems were found with the contract between the mission and Camp Dresser training as necessary, for the Ministry of Urban
(5-306-07-006-P) McKee, Inc., the contractor hired to implement the project. Development and Housing operators to operate and
maintain the water systems at a sustainable level.
(2) USAID/Afghanistan should assist the relevant
Go\(ertjlment of Afgh§n|5[§n mlnlstr}e$ with water anq The mission planned to have an assessment conducted and then
sanitation responsibilities in determining the appropriate . N . L
29 X provide technical assistance to the ministries as needed by the end of
user fees to be charged to water system clients and how td . N N
N . . April 2008. Final action has been taken.
increase usage of water system services by potential
clients.
(3) USAID/Afghanistan should establish a practice that
@l incoming CT.OS atten_d an incoming briefing given by The mission has institutionalized a practice, and developed new
30 |the contracts office to reinforce the knowledge of . . . : N
3 . procedures, to brief all incoming CTOs. Final action has been taken.
applicable contractual delegated authorities and
limitations for the duration of their stay in Afghanistan.
@ USAID/Afghgmstan sho_uld require that .CTOS E.n least The mission planned to develop a new mission order by May 2008 to
quarterly, as applicable, fulfill contract administration . N e
AT - . provide for quarterly reporting and certifications by CTOs that
31 |responsibilities by confirming and documenting that . - . . N
. h e . lapplicable monitoring duties were performed. Final action has been
contractors are complying with specific contract reporting taken
requirements. :
(5) USAID/Afghanistan should strengthen its system for
controlling, projecting, and monitoring contract costs by
stipulating the specifics of the type of financial reporting
2 information that is required for quarterly and annual The mission developed new procedures for controlling, projecting, an

reports and requiring mission technical offices to use

cumulative expenditures against total budget estimated
costs by line item and obligations as a management tool
for purposes of managing the contractor's performance.

monitoring contractor costs. Final action has been taken.




FY 2008

USAID OIG Performance Audits and Reviews with Findings and Recommendations -- Afghanistan
December 31, 2008

No.

Report Title

Report
Date

Summary of Findings

Recommendations

USAID Response

19

Audit of Selected Follow-ol
Activities unde
USAID/Afghanistan'y
Economic Program
(5-306-07-009-P)|

31-Aug-07

Selected follow-on activities, agreed to between USAID and the Government of
/Afghanistan (GoA) under USAID/Afghanistan’'s economic program, were achieving|
results. However, USAID/Afghanistan had not established approved indicators or
targets to measure its progress against. Therefore, the audit could not measure the
activity accomplishments against planned interim goals or targets.

33

(1) USAID/Afghanistan should reevaluate the work plan
for Project Implementation Letter 6-EG and decide
whether to allow BearingPoint, Inc., to continue with the
plan to assign a human resources advisor to the Ministry
of Finance for the duration of the contract or to revise the
plan.

The mission decided to assign a human resources advisor to the
Ministry of Finance, and that person started in June 2007. Final
action has been taken.

34

(2) USAID/Afghanistan should require BearingPoint, Inc.
to review, reassess, and update the work plans for the six
project implementation letters issued under the Economic|
Governance and Private Sector Strengthening Program,
and to include agreed-upon performance indicators and se
targets that will be used to measure the program's intende
results.

The mission and BearingPoint developed a combined work plan for a|
implementation letters, which included indicators and targets. Final
action has been taken.

20

Audit off
USAID/Afghanistan'y
Agriculture, Rura
Investment and Enterprisq
Strengthening Progran
(5-306-08-001-P),

22-Jan-08

In its first year, the Agriculture, Rural Investment and Enterprise Strengthening
(ARIES) program achieved or exceeded most of its goals and helped make a
significant impact in expanding Afghanistan’s licit rural economy by creating 62,67:
jobs. Despite its achievements, ARIES could have been more successful with
implementing small and medium enterprise (SME) loan segment activities and
investment and finance cooperatives (IFCs). Additionally, USAID/Afghanistan
could improve the implementation and management of the ARIES program in four
areas.

35

(1) USAID/Afghanistan should require Academy for
Educational Development (AED) to make clear to its
partners that the ARIES program is to be implemented
primarily in Alternative Development Program regions
and dovetail with regional Alternative Development
Program priorities as required by the cooperative
agreement.

The mission informed AED that it should emphasize to its partners th|
importance of reports and publications that accurately reflect the
priority given to ADP regions and document how they are dovetailing
with the ADP as required by the cooperative agreement. Final action
has been taken.

36

(2) USAID/Afghanistan should work with Academy for
Educational Development to establish formal goals in its
work plan for implementing ARIES program activities in
Alternative Development Program regions for the
remaining 2 years of the cooperative agreement.

The ARIES second year work plan submitted to and subsequently
approved by the mission clearly describes the provinces where the
program creates new financial service outlets, supports existing
outlets, and disburses micro and Small and Medium Enterprise (SME|
loans. All of the provinces referenced in the work plan are considere(
part of the ARIES target regions as described in the cooperative
agreement as well as fall within the ADP priority areas. Final action
has been taken.

37

(3) USAID/Afghanistan should direct Academy for
Educational Development to communicate success storie:
related to shifting opium poppy workers into licit
livelihoods as a result of ARIES program loans in
Alternative Development Program regions.

The mission has directed AED to submit a minimum of two stories
per month. Final action has been taken.

38

(4) USAID/Afghanistan should direct Academy for
Educational Development to revise its ARIES program
Performance Monitoring Plan to include appropriate
performance indicators and targets that measure both
micro and small and medium enterprise finance activities
by region and by partner and report those results in its
quarterly reports to USAID/Afghanistan.

The revised performance monitoring plan for FY 2008, which has
been submitted for approval to the mission, includes specific targets il
ADP regions for activities in the remaining 2 years of the cooperative]
agreement and will measure both micro and SME finance activities.
These results will also be submitted on a quarterly basis. Final action|
has been taken.

39

(5) USAID/Afghanistan should direct Academy for
Educational Development to ensure that the World
Council of Credit Unions (WOCCU) establishes and
maintains appropriate systems and processes for
recording, reporting, and internal monitoring of operating
activities of its Investment and Finance Cooperatives as
required by the ARIES program work plan.

A strategic decision was made in November 2006 to begin installing
Micro Banker, an integrated accounting software program, in each
IFC 6 months after the startup of operations in order to increase the
efficiency and accuracy of WOCCU’s monitoring and reporting as
well as to make it easier to consolidate information across different
IFCs. This strategy is based on WOCCU’s previous experience in
Uzbekistan that shows that training IFC staff on a manual accounting
system is a necessary prerequisite to introducing an integrated
accounting software program. As of December 31, 2008, final action|
was expected to be completed by January 2009. This
recommendation remains open.




USAID OIG Performance Audits and Reviews with Findings and Recommendations -- Afghanistan
December 31, 2008

No. Report Title R;g;)ert Summary of Findings Recommendations USAID Response
(6) USAID/Afghanistan should direct Academy for In accordan'ce wnh_ mlss_lon sugge_stlons, 'WOCCU planned to adopt
. the International Financial Reporting Standard (IFRS) for the IFCs
Educational Development to ensure that the World . . R .
. o N and install Micro Banker, an integrated accounting software program,
40 [Council of Credit Unions implements an integrated . X
. 5 n in each IFC 6 months after the startup of operations. As of Decembel
accounting system at each of its Investment and Finance . : ;
X " . 31, 2008, USAID expected to have final action completed in January
Cooperatives as required by its subagreement. 2009
USAID/Afghanistan's Alternative Development Program/South (ADP/S) achieved
Audit off some, but not all, of its planned results. However, despite its progress, opium B TR i o s e e e e R Gl
USAID/Afghanistan* production in the southern provinces continued to rise, diminishing the intended (1) USAID/Afghanistan should develop procedures settin y» Y N . P y p .
N . . - . . . notice that would provide the necessary guidelines to ensure CTOS
21 Alternative Developmen| 17-Mar-08 |overall impact of the ADP/S program. This increase resulted from a rise in 41 |[requirements to ensure timely review and approval of ) N
N N s A . - T adherence to annual work plan submittal and approval requirements.
Program-Southern Regiol insurgency activities preventing the mission from delivering alternative livelihoods fo contractor work plans. - — —
(5-306-08-003-P) key poppy-growing areas, the ineffectiveness and corruption in the eradication pen.
process, and the lack of rule of law and criminal penalties for growing poppies.
It could not be determined if 11 of the 18 performance indicators used to measure th
Audit of progress of the pr_OJect met planned resu!ts during the first year of implementation. 1) USA_ID/Afghanlslan shoyld require t.he CTO for the On May 21, 2008, a mission-hired expert determined that the
. ) The audit determined that the contractor's performance data for these 11 Afghanistan Small and Medium Enterprise Development . o
USAID/Afghanistan’s Smal - N . . L . . . |contractor had effectively corrected the duplication errors and
" - | performance indicators were not reliable and therefore not useful in managing for Activity to work with Development Alternatives, Inc., in N X .
22 and Medium Enterpris§ 23-Jun-08 " N . L - 42 . . . . developed a productive and comprehensive method of reducing
. results or credible for reporting. For the remaining seven indicators, the audit refining the project database to eliminate duplicate record o N e " .
Development Activity . . X o N N . duplications and identifying those that occur. Final action has been
determined that the project partially met five indicators' regional performance and to ensure that the data in the project database are
(5-306-08-006-P), g R N . . - taken.
targets, exceeded one indicator's nationwide target, and partially met one indicator's reliable.
nationwide target.
@ USA.I D/Afghanistan should require De:velopmer!t The mission and contractor worked together to develop the
Alternatives, Inc., to develop a plan of action that will . o . o
. R 3 recommended plan of action, which included training for monitoring
implement the web-based management information syste . ) L
43 . ) and evaluation staff, creation of a users manual and planned visits to
by May 31, 2008. This plan would include procedures o X ) e . N .
A X . N regional offices for data verification and oversight. Final action has
eliminating duplicate records and in ensuring that the datg
S . been taken.
in this system are reliable.
® USAID./Afghanls‘tan sho_uld develop and implement a The mission has developed the recommended plan of action to modify
plan of action that will require the CTO for the ! By ——
. " . the contract to better align the scope of work with the current situatiol
Afghanistan Small and Medium Enterprise Development |. N -
Activity to provide technical direction to Development | Afghanistan and to develop a new performance monitoring plan
44 yiop . N P (PMP). The new PMP will be discussed with the Office of Program
Alternatives, Inc., in updating the performance . . L
. L - and Project Development to ensure consistent monitoring and
management plan; redefining the performance indicators . L . .
S . evaluation of the activity. Final action was taken on October 16,
and targets; and redirecting their resources to areas where| 2008
progress can make more of an impact. :
(4) USAID/Afghanistan's CTO for the Afghanistan Small
5 and Medium Enterprise Development Activity should The mission's CTO formally approved the updated performance

formally approve the updated performance management
plan resulting from recommendation no. 3.

monitoring plan and the recommendation was closed in October 200§
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No. Report Title R;g;)ert Summary of Findings Recommendations USAID Response
Chemonics reported results for all eight indicators for the first year of the program.
However, the audit identified that for two of the eight indicators, reported results fell
considerably short of intended results. Targets had not been established for the othel
six !qdlcators mak_mg |_t difficult to tell how W_eII the project was proceeding. In (1) The USAID/Afghanistan CTO should prepare an
. addition, Chemonics did not have documentation to adequately support reported h . IR .
Audit off L . R " implementation plan identifying the critical tasks needed
X N results for six indicators. In two of the six cases, the support was inadequate, while N PP . . . . .
USAID/Afghanistan . X i to implement the Mazar foods initiative. This The mission agreed with the recommendation and took appropriate
. N 1 in four cases there was no support at all. For example, Chemonics had inadequate . . - Ny . .
23 Accelerating Sustainably 8-Aug-08 L . 46 [implementation plan should identify all tasks that are action and the recommendation was closed upon report issuance.
. support for the reported result that 1,719 individuals had received short-term X R ) .
Agriculture Prograr N L R R behind schedule and show how the mission is going to  [Final action has been taken.
agricultural training, and no support for the reported result that project activities has .
(5-306-08-009-P) . : L - N address the delay. Further, the mission should develop a
generated an economic value in excess of $59 million. In addition, the audit found rocess for periodically undating the implementation pla
that a major program activity—the Mazar foods initiative—was behind schedule. P P ¥ up 9 P P
This $40 million initiative to cultivate 10,000 hectares for a commercial farm was
not finalized in time to take advantage of the summer planting season as initially
planned.
(2) USAID/Afghanistan should require its environmental
officer to provide annual training to CTO and require The mission agreed with the recommendation and anticipated
47 |mission personnel to comply with the environmental completing written procedures by February 28, 2009. This
regulations outlined in Mission Order 04-14 and USAID’{recommendation remains open.
Automated Directives System 204.
(3) USAID/Afghanistan should revise its mission order tof
48 be consistent with USAID’s Automated Directives Systen The mission anticipated completing written procedures by February
204 defining CTO responsibilities for monitoring 28, 2009. This recommendation remains open.
compliance with environmental regulations.
(4) USAID/Afghanistan should obtain a written legal
29 decision from its general counsel on how to proceed for |The mission agreed with the recommendation and took appropriate
completed and in-process projects where environmental |action. The recommendation was closed upon report issuance.
regulations were not followed.
S )uli':isnAlgfl/i-\eTv%hs: gs;::;?;i ;(le:ga;e ﬁ;%ze::éesrovi qd The mission agreed with the recommendation and anticipated
50 quiring 3 an p P completing the written procedures by February 28, 2009. The
quality assurance oversight by the Office of ) .
A recommendation remains open.
Infrastructure, Engineering and Energy.
(6) USAID/Afghanistan should require engineers from th The mission con'curre_zd that a licensed professional engineer sh9uld b
) ) A involved in the final inspection process for all construction projects.
Office of Infrastructure, Engineering and Energy work . . N " .
N : N . The cognizant technical officer and engineers from the mission are
51 |with Chemonics International, Inc., to take corrective ) ) ) . e -
) . . |working with Chemonics to correct the identified construction defect
action on each of the construction defects and to require e L L . y )
these engineers to be part of the final insnection The mission anticipates taking final action on this recommendation b
9 P P : February 28, 2009. The recommendation remains open.
(7) USAID/Afghanistan should reevaluate Chemonics
International, Inc.’s March 2008 revised marking and The mission agreed with the recommendation and anticipated that
52 [branding plan and make a determination whether to final action would be taken by February 28, 2009. This
approve any exceptions to marking requirements includedrecommendation remains open.
in the plan.
@ L_JS_AID/Afghamste}n should develop procedures . [The mission agreed with the recommendation and took appropriate
requiring CTOs to verify and document, as part of their N . .
53 [T 5 I action and the recommendation was closed upon report issuance.
site visits, that items purchased or built with USAID y .
Final action has been taken.
funds are properly marked.
(9) USAID/Afghanistan’s CTO should issue a technical
directive, requiring Chemonics International, Inc., to
54 define the roles and responsibilities of the monitoring and| The mission agreed with the recommendation and the recommendatiq
evaluation staff, to include a system to ensure that the  [was closed upon report issuance. Final action has been taken.
program’s data is accurate and easily
accessible.
(10) USAID/Afghanistan’s CTO should require The mission agreed with the recommendation and anticipated
55 |Chemonics International, Inc., to perform a data quality [completing its data quality assessment by February 28, 2009. This

assessment before the issuance of the next annual report.

recommendation remains open.
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No. Report Title R;g;)ert Summary of Findings Recommendations USAID Response
(11) USAID/Afghanistan should determine the The mission agreed with the recommendation and anticipated issuing
56 allowability and collect as appropriate $37,573 for final determination of allowance for Chemonics' purchase of restricte
commodities purchased by Chemonics International, Inc.,[commodities by February 28, 2009. This recommendation remains
without prior written approval from the mission. open.
(12) USAID/Afghanistan’s CTO should issue a technical
57 directive to require Chemonics International, Inc., to The mission agreed with the recommendation and took appropriate
identify in its invoices costs associated with restricted action. The recommendation was closed upon report issuance.
commodities.
a3 USAID/Afghanlstan should dlre»ct»Chemorucs The mission agreed with the recommendation and is currently
International, Inc., to reduce future billings to USAID by . . - o
X awaiting the contracting officer's determination. The expected target
58 |$129,731 for program income collected as of March 31, f X . :
. completion date is February 28, 2009. The recommendation remains
2008, and comply with the terms of the contract for any —
income received after March 31, 2008. pen.
(14) USAID/Afghanistan should develop procedures
requiring the Program and Project Development Office to| The mission agreed with the recommendation and anticipated
59 |review performance management plans of contractors andcompleting the written procedures by February 28, 2009. This
grantees for compliance with USAID’s Automated recommendation remains open.
Directives System 203 prior to approval by the CTO..
The mission agreed with the recommendation. The contracting officel
(15) USAID/Afghanistan should determine the nature, Gl CTO h Bl ey CHIEE fiEsD COEanE M OClEL: -
S . N modification to the ASAP contract. Thus, a management decision
format, and timing of the reports required to effectively N e
60 . " was made in August 2008. The modification is expected to be sent to|
monitor contract performance and align the contract .
reporting requirements to these expectations the contractor by the end of January 2009. The target completion dat
P 9 req P . is February 28, 2009. As of December 31, 2008, the recommendatior]
remained open.
T ision s oo St 1. 200, i
Audit off im Iemel:nation monitc;rin Endgre orting of I'{J ram activities and rens/ults (1) USAID/Afghanistan should direct the contractor to  [contractor to submit the draft work plan 15 days prior to the start date|
USAID/Afghanistan* S SCificaII de{ailed workgylans ou?liningwhst tﬁe contractor planned to ac.com lid develop a detailed work plan to align with expected resultiof FY 2009 as required by the contract. The draft work plan for FY
24 Capacity Developmen{ 30-Sep-08 P v, cetarle pian 9 - P accomp 61 |for fiscal year 2009 and require the contractor to submit |2009 was submitted by the contractor on September 14, 2008 and the
and results monitoring plans with performance indicators, targets, and periodic . " L P o . ; :
Program| X N . X . the work plan 15 days prior to the start of the fiscal year |mission was reviewing it. The mission projected that final action
reporting against these targets were not in place. Given these shortcomings and N H N N
(5-306-08-009-P) S . N X . . as required by the contract. \would be taken by March 25, 2009. This recommendation remains
considering that the contract with BearingPoint, Inc. (contractor) was signed only in| —
February 2007, it is too early to assess the overall impact of this program. pen.
The mission approved the Performance Management Plan
(2) USAID/Afghanistan should direct the contractor to  [(2008-2012) on September 6, 2008. As soon as the FY 2009 work
62 put in place an approved results monitoring plan to plan is finalized, the mission will put in place an approved results
measure the progress and results of the activities detailed [monitoring plan for FY 2009 to measure the progress. The target date|
in the work plan addressed in recommendation no. 1. for issuance of the final results monitoring plan for FY 2009 is March
25, 2009. This recommendation is currently open.
@ USAID/Afghanlstaq should reevaluale the' In the short term, USAID believes that supporting these technical
appropriateness of funding salaries for approximately 460 . X e . . . N
s N advisors in the Ministry of Education (MoE) in combination with an
of Afghanistan’s Ministry of Education employees . " L f .
s intensive training component does have merit and does contribute to
through the Capacity Development Program. If the . L o . e
63 L X . AT the core capacity-building objective of this contract. The mission anq
mission determines that funding the Ministry’s employee h R )
" X . contractor are taking various steps to evaluate, implement, and
does not directly contribute to the Capacity Development . L ) : H
. ~\._ |improve training. Therefore, final action was achieved upon report
Program, the estimated salary payments of $11.1 million issuance.
should not be funded by this contract. :
(4) USAID/Afghanistan should take immediate action to | The mission approved the branding implementation and marking plan|
64 |aPPTOVE and ensure implementation of a branding under its Capacity Development Program on September 17, 2008.

implementation and marking plan under its Capacity
Development Program.

Therefore, this recommendation was closed upon report issuance.
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No. Report Title R;g;)ert Summary of Findings Recommendations USAID Response
The project partially achieved planned results toward (1) transforming the instructio|
of teaching and learning in faculties and departments of education and (2)
institutionalizing structures and systems to support and sustain high quality The mission stated that on November 17, 2008, the CTO reached an
Audit of instruction and professionalism. The implementer measured its progress against nin (1) USAID/Afghanistan should determine the key agreement with the Academy for Educational Development,
X 5 objectives for which it met its target objectives for three, partially met the targets fol indicators to measure and report results and revise the implementer of the Higher Education Project, to jointly define critical
25 . USAIDIAfghanlslafn 4-Dec-08 four and did not meet the targets for two. From an impact standpoint, faculty 65 |indicators at the implementer level, the mission level, or [performance indicators and to incorporate data collection directly int
Higher Education Project . R e . " - L . e - .
(5-306-09-002-P) members who p_artlcmate_d in the prOJect_s dlff_erent actl_vmes.were exposed to new bqth,_ to'more accurately link the activity data to the the a§qu|5|t|or1 mgchamsm. Further, the mission anticipates approyln
and more effective teaching methodologies being used in their classes. Also, faculty] mission’s planned results. a revised monitoring and evaluation plan by March 15, 2009. This
members advanced their English language skills through the English courses recommendation remains open..
provided and had greater opportunities to access training and educational materials
not available in their local language.
The mission stated that initial efforts to establish cooperation betweer
the Afghan Ministries of Education and Higher Education took place
during the project sponsored Teacher Standards Conference held
(2) USAID/Afghanistan should intervene with the November 17 and 18, 2008. Representatives fro_m hoth_ min_is'tries
- . L . . |attended, as well as rectors from the 16 pedagogical universities and
66 Ministry of Education and MImSI.W of Higher EQUcatl?n Kabul Education University. At this conference, a memorandum of
to reach an agreement on appropriate collaborative action: " P .
to further the Higher Education Project. un'derstandlng yvas drafted among the Ministries of E('Juc:?tlon and
Higher Education, the implementer, and USAID confirming the
adoption of secondary and higher education standards of teacher
education. The memorandum is expected to be signed by January
2009. This recommendation remains open.
The Academy for Educational Development (AED) and
USAID/Afghanistan have begun a series of meetings designed to put
mechanism in place for ensuring the sustainability of each of the 16
(3) USAID/Afghanistan should collaborate with the profei§|oniilbde:elopme;; czeg;elrs. lecetasenecediche
Academy for Educational Development and applicable operational by January 31, :
& Afghan|§tan un|ver5|t|§s o develop an exit strategy‘so tha A consortium meeting involving program partners was held from
key services of professional development centers will . .
continue after project completion. Nove_mbe_r'12 -13, 2008, to dISCL!SS development of a comprehensive
sustainability plan. The draft exit strategy has been developed and
\was submitted to the mission on December 28, 2008. The target
closure date of this recommendation is February 28, 2009 This
recommendation remains open.
The mission stated that the short-term staff assignments prevalent in
Afghanistan prevent a CTO term of more than 1 year. However, the
(4) USAID/Afghanistan should implement appropriate  [mission also acknowledges that cognizant technical officer turnover
68 procedures to strengthen (a) project monitoring, (b) revieyfor the project has been unacceptably high, but that it anticipates that
and approval of project documents, and (c) maintenance |the current CTO will remain in place until August 2009 and that it
of the CTO project file for the Higher Education Project. [will make every effort to curtail turnover. It is expected that a longer-
term CTO will alleviate the project management issues cited by the
audit. Final action has been taken on this recommendation.
25 Performance Audits Issued Total Recommendations 68
Recommendations Open 18*
Recommendations Open More Than 1 Year 0

* Open Recommendations: 39, 40, 41, 47, 48, 50, 51, 52, 55, 56, 58, 59, 60, 61, 62, 65, 66, 67
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USAID OIG Financial Audits Issued--Afghanistan
December 31, 2008

No.

Audit Title

Report
Number

Report
Date

Total Costs
Audited

Questioned
Costs

Sustained
Costs

Details for Questioned
Costs over $1 million

1

Financial Audit of Local Costs
Incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program,
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from September 30, 2002
to June 30, 2003

5-306-04-001-N

23-Jan-04

$1,227,901

$29,449

$3,882

Financial Audit of Local Costs
Incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program,
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from July 1, 2003 to
September 30, 2003

5-306-04-003-N

26-Mar-04

$666,841

$114,020

$13,001

Financial Audit of Local Costs
Incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program,
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from October 1, 2003 to
December 31, 2003

5-306-04-004-N

17-May-04

$863,610

$115,136

$44,738

Application of Agreed-Upon
Procedures on Costs Incurred in
the United States by the Louis
Berger Group, Inc. to
Implement the Rehabilitation of
Economic Facilities and Services
Program, USAID/Afghanistan
Contract No. 306-C-00-02-00500-
00, for the Period from September
30 2002, to June 30, 2003

5-306-04-002-D

17-May-04

$23,096,297

$92,983

$90,022

Financial Audit of Local Costs
Incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program,
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from January 1, 2004 to
March 31, 2004

5-306-04-005-N

9-Jul-04

$1,578,442

$137,596

$9,127
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No.

Audit Title

Report
Number

Report
Date

Total Costs
Audited

Questioned
Costs

Sustained
Costs

Details for Questioned
Costs over $1 million

6

Financial Audit of Local Costs
Incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program,
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from April 1, 2004 to June
30, 2004

5-306-04-006-N

23-Aug-04

$2,039,979

$14,112

$0

Audit of Costs Incurred in the
United States by The Louis
Berger Group, Inc. to
Implement the Rehabilitation of
Economic Facilities and Services
Program, USAID/Afghanistan
Contract No. 306-C-00-02-00500-
00, for the Period from July 1,
2003, to September 30, 2003

5-306-04-003-D

16-Sep-04

$40,486,450

$109,186

$91,678

Financial Audit of Local Costs
Incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program,
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from July 1, 2004 to
September 30, 2004

5-306-05-002-N

9-Dec-04

$1,539,697

$3,056

$779

Financial Audit of Local Costs
Incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program,
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from October 1, 2004 to
December 31, 2004

5-306-05-006-N

14-Mar-05

$1,525,711

$0

$0

10

Audit of Costs Incurred in the
United States by The Louis
Berger Group, Inc. to
Implement the Rehabilitation of
Economic Facilities and Services
Program, USAID/Afghanistan
Contract No. 306-C-00-02-00500-
00, for the Period from October 1,
2003, to June 30, 2004

5-306-05-006-D

19-Apr-05

$185,440,813

$1,195,425

$98,146

The OIG questioned $785,716
in costs that were claimed by
Louis Berger but were
ineligible based on its contract
with USAID. These costs
related to direct labor,
subcontractors, equipment and
furniture, and consultants.
Additionally, the OIG
questioned $264,165 in costs
that could not be supported by
documentation.




USAID OIG Financial Audits Issued--Afghanistan
December 31, 2008

No Audit Title Report Report Total Costs Questioned Sustained | Details for Questioned
: Number Date Audited Costs Costs Costs over $1 million
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Financial Audit of Local Costs
Incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program,
USAID/Afghanistan Contract No. | 5 306.05.008-N | 30-Jun-05 $1,606,343 $0 $0
306-C-00-02-00500-00, for the
Period from January 1, 2005 to
March 31, 2005, including
Contract Line Item No. 2 costs for
the period from April 1, 2004 to
June 30, 2004

12
Financial Audit of Local Costs
Incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program,
USA|D/Afghani5tan Contract No. 5-306-05-009-N 29-AUg-05 $2,944,192 $O $O
306-C-00-02-00500-00, for the
Period from April 1, 2005 to June
30, 2005, including Contract Line
Item No. 2 costs for the period
from July 1, 2004 to June 30, 2005

= Financial Audit of Local Costs

Incurred by the Louis Berger

Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program, 5-306-06-002-N | 8-Dec-05 $2,114,250 $0 $0
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from July 1, 2005 to
September 30, 2005

e Audit of Costs Incurred in the

United States by The Louis

Berger Group, Inc. to
Implement the Rehabilitation of
Economic Facilities and Services 5-306-06-002-D | 19-Dec-05 $125,286,559 $643,430 $3,399
Program, USAID/Afghanistan
Contract No. 306-C-00-02-00500-
00, for the Period from July 1,
2004, to March 31, 2005

18 Financial Audit of Local Costs

Incurred by the Louis Berger

Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program, 5-306-06-004-N | 21-Mar-06 $2,144,967 $0 $0
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from October 1, 2005 to
December 31, 2005




USAID OIG Financial Audits Issued--Afghanistan
December 31, 2008

No Audit Title Report Report Total Costs Questioned Sustained | Details for Questioned
: Number Date Audited Costs Costs Costs over $1 million
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Financial Audit of Local Costs
Incurred by the Louis Berger

Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program, 5-306-06-005-N | 28-Jun-06 $3,097,361 $0 $0
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from January 1, 2006 to
March 31, 2006

A Audit of Costs Incurred in the

United States by The Louis

Berger Group, Inc. to
Implement the Rehabilitation of
Economic Facilities and Services 5-306-06-003-D 2—Aug—06 $181,086,841 $528,239 $36,248
Program, USAID/Afghanistan
Contract No. 306-C-00-02-00500-
00, for the Period from April 1,
2005, to December 31, 2005

L Audit of Treatment of Specified

Costs Incurred by Camp,
Dresser & McKee

Constructors, Inc. Under the
Afghanistan Water and Sanitation 5-306-06-004-D | 10-Aug-06 $261,390 $221,509 $31,509
Program, USAID/Afghanistan
Contract No. 306-C-00-04-00568-
00 for the Period from September
30, 2004 to February 25, 2006

o Financial Audit of Local Costs

incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program’ 5-306-07-001-N | 16-Oct-06 $2,121,214 $0 $0
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from April 1, 2006 to June
30, 2006

20 Financial Audit of Local Costa

incurred by the Louis Berger

Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program’ 5-306-07-004-N | 11-Dec-06 $l,740,855 $0 $0
USAID/Afghanistan Contract No.
306-C-00-00500-00, for the Period
from July 1, 2006, to September
30, 2006




USAID OIG Financial Audits Issued--Afghanistan
December 31, 2008

No Audit Title Report Report Total Costs Questioned Sustained | Details for Questioned
! Number Date Audited Costs Costs Costs over $1 million
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Financial Audit of Local Costs
incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program’ 5-306-07-006-N 18-Apr-07 $1,488,612 $0 $0
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from October 1, 2006, to
December 31, 2006

22
Audit of Costs Incurred in the

United States by The Louis

Berger Group, Inc. to
Implement the Rehabilitation of
Economic Facitlities and Services 5-306-07-002-D 25—May—07 $61,885,216 $580,758 $125,197
Program, USAID/Afghanistan
Contract No. 306-C-00-02-00500-
00, for the Period from January 1,
2006, to June 30, 2006

23 Financial Audit of Local Costs

incurred by the Louis Berger

Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program’ 5-306-07-008-N | 27-Jun-07 $1,299,053 $0 $0
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from January 1, 2007, to
March 31, 2007

24 |Financial Audit of Local Costs

incurred by the Louis Berger
Group, Inc. to Implement the
Rehabilitation of Economic
Facilities and Services Program, | 5-306-08-001-N | 27-Nov-07 $1,262,209 $0 $0
USAID/Afghanistan Contract No.
306-C-00-02-00500-00, for the
Period from April 1, 2007, to June
30, 2007

25 |Closeout Audit of the Project

Titled "Business Advisory
Services to Small and Medium -
Sized Enterprises (SMEs) in
Afghanistan," USAID/Afghanistan
Cooperative Agreement No. 306-A
00-04-00570-00, Managed by
Acap Management Limited, for
the Period from September 30,
2004, to March 29, 2007

5-306-08-019-R | 25-Apr-08 $925,459 $695,374 $695,374




USAID OIG Financial Audits Issued--Afghanistan
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No Audit Title Report Report Total Costs Questioned Sustained | Details for Questioned
' Number Date Audited Costs Costs Costs over $1 million
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Audit of Costs Incurred in the
United States by The Louis

Berger Group, Inc. to

Implement the Rehabilitation of
Economic Facitlities and Services 5-306-08-003-D 16-May-08 $47,482,041 $846,872 $104,035

Program, USAID/Afghanistan
Contract No. 306-C-00-02-00500-
00, for the Period from July 1,
2006, to December 31, 2006

26 |Financial Audits Issued $695,212,303 $5,327,145 $1,347,135
0.771% 0.19%




USAID OIG Planned Fiscal Year 2009 Performance Audits
of
USAID/Afghanistan-Funded Activities

1. Audit of USAID/Afghanistan’s Afghan Civilian Assistance Program

USAID/Afghanistan awarded a $27 million cooperative agreement to the
International Organization for Migration to implement the Afghan Civilian
Assistance Program. The program will assist the U.S. Government in providing
support for Afghan civilian families and communities who have suffered losses as
a result of military operations against insurgents and the Taliban. This program
will also contribute to the overall stabilization of Afghanistan by addressing the
needs of those families and communities, thus mitigating potential causes for
disorderly migration.

This audit will (1) determine whether the program is achieving its intended results
and (2) assess the program’s impact.

2. Audit of USAID/Afghanistan’s Technical Support to the Central and
Provincial Ministry of Public Health

USAID/Afghanistan awarded a $24 million cooperative agreement to
Management Services for Health to provide technical support to the Central and
Provincial Ministry of Public Health. The program, called Tech-Serve, aims to
contribute to an integrated health system that includes both public and private
sectors. Tech-Serve’s objective is to improve the capacity of the Ministry of
Public Health to plan, manage, supervise, monitor, and evaluate the scale of
access to quality health and hospital services, particularly among those at highest
risk.

This audit will (1) determine whether selected activities funded under Tech-Serve
are achieving intended results and (2) assess the activities’ impact.

3. Audit of USAID/Afghanistan’s School and Health Clinic Buildings
Completed Under the Schools and Clinics Construction and Refurbishment
Program

The objective of the schools and clinics construction and refurbishment program
is to improve the educational and health services provided to Afghans,
particularly those living in rural areas. As an integral part of this effort, USAID
allocated $92 million through the Louis Berger Group, Inc. to construct or
refurbish 776 schools and health clinics throughout Afghanistan by December
2006.

This audit will determine whether the schools and health clinics are being used for
their intended purposes and what the impact has been. The RIG/Manila recently



conducted two performance audits that focused on the construction of the schools
and clinics. Now that reconstruction and refurbishment of these structures are
complete, OIG will determine whether USAID’s program is achieving its
intended results.

. Audit of USAID/Afghanistan’s Local Governance and Community
Development Project in Northern and Western Regions of Afghanistan

The focus of U.S. Government assistance activity in Afghanistan is shifting to the
outlying provinces. National programs are beginning to adjust to this shift, but
their geographic reach is still limited in many areas. Provincial reconstruction
teams (PRTs) have been an important vehicle for delivering U.S. Government and
international assistance outside of Kabul, particularly in unstable regions. PRTs
are eight small, joint civilian-military organizations that were established in
Afghanistan at the end of 2002. They are designed to improve security, extend
the reach of the Afghan Government, and facilitate reconstruction in priority
provinces. Particularly in insecure areas, the core objective of PRTs is to
implement projects that will improve stability so that more traditional forms of
development assistance can resume. USAID/Afghanistan awarded a

$49.3 million contract to the Association for Rural Development, Inc., to
implement the Local Governance and Community Development project’s
activities in the northern and western regions. The project’s principal goal is to
help the Government of Afghanistan, in partnership with local communities,
identify and address the issues that are driving instability and support for
insurgency in outlying provinces and insecure areas. The ultimate objective is to
help the Government of Afghanistan and local citizens create a stable
environment for long-term political, economic, and social development.

This audit will (1) determine whether the project is achieving intended results and
(2) assess the project’s impact.

. Audit of USAID/Afghanistan’s Basic Education Program

Afghanistan’s educational system has been devastated by more than 2 decades of
war. Many trained teachers and university professors either fled the country or
took other jobs, and the Ministry of Education estimates a shortage of

44,000 teachers. Considerable progress has been made in the past 5 years, but the
quality of education in Afghanistan remains generally low. Fewer than half of all
teachers are high school graduates. To improve the quality of basic education, in
January 2006 USAID/Afghanistan awarded a 5-year, $48 million contract to
Creative Associates International, Inc., to implement the Building Education
Support Systems for Teachers (BESST) project. BESST’s goal is to improve
teacher performance and build the Ministry’s capacity in education planning,
management, and policymaking. Special emphasis has been placed on developing
teacher education curriculums and support programs that promise not only to
improve learning outcomes for Afghan children but also to provide the basis on



which teaching and learning can be assessed. By developing national competency
standards for teachers and administrators, along with teacher and administrator
education systems and curriculums, BESST intends to create the conditions
whereby the Ministry can articulate who is qualified to be a credentialed primary
school teacher. Integral to this goal and overall capacity building is the
establishment of a national Educational Management and Information System.

This audit will (1) determine whether critical activities under USAID/
Afghanistan’s Basic Education Program implemented through the BESST project
achieved intended results and (2) assess the project’s impact.

. Audit of USAID/Afghanistan’s Land Titling and Economic Restructuring
Program

USAID/Afghanistan’s Land Titling and Economic Restructuring in Afghanistan
Program is aimed at improving land tenure security for millions of Afghans and
helping the Government of Afghanistan undertake a comprehensive privatization
program in support of the Afghan National Development Strategy and
international donor programs. The project is being implemented by the Emerging
Markets Group, which was awarded a $56 million contract in 2004. By
strengthening land titling and property rights and privatizing declining state-
owned enterprises, USAID/Afghanistan is promoting economic growth in the
country.

This audit will (1) determine whether USAID/Afghanistan’s Land Titling and
Economic Restructuring Program achieved its intended results and (2) assess the
program’s impact.

Status: Audit is underway.

. Audit of Selected Activities Funded Under USAID/Afghanistan’s
Infrastructure Rehabilitation Program—Transport Sector

In August 2006, USAID/Afghanistan awarded a $1.4 billion contract to a joint
venture to implement the Afghanistan Infrastructure and Rehabilitation Program.
Under the program, which runs through 2011, the joint venture will rehabilitate
and construct vital energy, water, and transportation infrastructure across
Afghanistan. Initial work will focus on rehabilitating and extending roads, power
generation capacity, and power transmission networks. Subsequent work is
expected to address water and sanitation infrastructure and a broad range of public
building improvements. The joint venture will also help the Government of
Afghanistan improve its institutional capabilities.

This audit will (1) determine whether selected activities funded under the program
for the transport sector are achieving intended results and (2) assess the activities’
impact.



8. Audit of Selected Activities Funded Under USAID/Afghanistan’s
Infrastructure Rehabilitation Program—Power Sector

In August 2006, USAID/Afghanistan awarded a $1.4 billion contract to a joint
venture to implement the Afghanistan Infrastructure and Rehabilitation Program.
Under the program, which runs through 2011, the joint venture will rehabilitate
and construct vital energy, water, and transportation infrastructure across
Afghanistan. Initial work will focus on rehabilitating and extending roads, power
generation capacity, and power transmission networks. Subsequent work is
expected to address water and sanitation infrastructure and a broad range of public
building improvements. The joint venture will also help the Government of
Afghanistan improve its institutional capabilities.

This audit will (1) determine whether selected activities funded under the program
for the power sector achieved intended results and (2) assess the program’s
impact.



USAID OIG Investigative Case Work -- Afghanistan
2003 - December 31, 2008

Program Integrity (PI)

Source or Savings gnd Department of Jus'tice Civil/Criminal Results
Employee Integrity (E1) Recoveries Actions

Embassy Closed El Employee Reprimand
Washington Closed Pl Allegations Disproved

Mission Closed Pl Contract Employee Termination
Washington Closed El Referred to Mission

Mission Closed El $11,275,000 Criminal/Civil Referral (2) Savings, DOJ Declinations (2)

Mission Closed Pl $4,000 Administrative Recovery

Mission Closed Pl $46,670 Administrative Recovery

Mission Closed Pl Allegations Disproved

IG Closed Pl Allegations Disproved
Mission Closed Pl Allegations Disproved
Mission Closed Pl Allegations Disproved

Indictments (8); Convictions (3); *Arrests (7) *Afghan.
Court, Personnel Suspensions (4); Procurement Suspension

Mission Open Pl Criminal Referral (1) (1)

Mission Closed El Employee Resignation
Washington Closed Pl Proactive

Mission Open PI $8,655,361 Criminal (1) / Civil Referral (1) Bill of Collections (4); $612,870 and $500,000 savings

Mission Closed El Allegations Disproved

Mission Closed Pl Employee Termination

Mission Closed Pl Allegations Disproved

Mission Closed El NA

Mission Closed Pl NA

Mission Closed Pl NA

Mission Open Pl NA
Washington Closed Pl NA

Mission Open Pl NA

Mission Open Pl Resignation (2)

Mission Closed Pl NA




USAID OIG Investigative Case Work -- Afghanistan
2003 - December 31, 2008

Program Integrity (PI)

Source Status or Savings a}nd Department of JUS'tICE Civil/Criminal Results
. Recoveries Actions
Employee Integrity (EI)
Mission Closed Pl NA
Mission Closed Pl NA
Mission Open Pl NA
$19,981,0 6 Ope ases as 0 08

FY 2009 First Quarter Activity

Total Cases Opened

Total Cases Closed

Total Department of Justice
Referrals

Arrests

Indictments

May 2003 - December 2008

2 Total Cases Opened 29
Total Cases Closed 23
Total Department of
Justice Referrals
Arrests

Indictments

N

o o o
o ~ (53]




TITLE: Audit of USAID/Afghanistan’s Higher Education Project
(5-306-09-002-P)

DATE: December 4, 2008

IMPLEMENTING Academy for Educational Development

PARTNERS:

TIME PERIOD

COVERED BY AUDIT:  January 2006 to June 2008

FUNDING As of June 30, 2008, the mission had obligated $23 million and
INFORMATION: disbursed $14 million in support of this project

BACKGROUND—SUMMARY OF FINDINGS:

USAID/Afghanistan’s Higher Education Project involves a 5-year agreement between USAID
and the Government of Afghanistan to develop a better educated population in that country. A
$38 million cooperative agreement was awarded to the Academy for Educational Development
to implement the project.

Specifically, the project set out to transform instructional methods in 16 postsecondary
institutions and to institutionalize structures and systems to sustain high-quality instruction and
professionalism. At the end of the project in 2014, the institutions will be expected to take full
responsibility for the reform systems and teacher training.

Thus far, the project has achieved some of the intended results. Training was provided in
teaching methods, basic information technology skills, and graduate-level education, along with
workshops and seminars on institutional and leadership development. The project initiated a
master’s degree program and trained several candidates in the United States. Faculty members
who participated in the project’s activities were exposed to new and more effective teaching
methodologies in their classes, and they advanced their English language skills. Moreover, they
had greater access to training and educational materials not available in their local language.

Despite these accomplishments, the audit identified three areas that, if not addressed during the
second half of the project, will threaten the sustainability of the project’s results. In addition, the
audit identified that the mission’s technical oversight of the project has fallen short of what is
required by the agreement and USAID’s policies.



RECOMMENDATIONS—MANAGEMENT DECISIONS:

The audit report made four recommendations:

1. That USAID/Afghanistan determine the key indicators to measure and report results and
revise the indicators at the implementer level, the mission level, or both, to more
accurately link the activity data to the mission planned results.

The mission stated that on November 17, 2008, the cognizant technical officer (CTO)
reached an agreement with the Academy for Educational Development, implementer of
the Higher Education Project, to jointly define critical performance indicators and to
incorporate data collection directly into the acquisition mechanism. Further, the mission
anticipates approving a revised monitoring and evaluation plan by March 15, 2009. This
recommendation remains open.

2. That USAID/Afghanistan intervene with the Ministry of Education and Ministry of
Higher Education to reach an agreement on appropriate collaborative actions to further
the higher education project.

The mission stated that initial efforts to establish cooperation between the Afghan
Ministries of Education and Higher Education took place during the project sponsored
Teacher Standards Conference held November 17 and 18, 2008. Representatives from
both ministries attended, as well as rectors from the 16 pedagogical universities and
Kabul Education University. At this conference, a memorandum of understanding was
drafted among the Ministries of Education and Higher Education, the implementer, and
USAID confirming the adoption of secondary and higher education standards of teacher
education. The memorandum is expected to be signed by January 2009. This
recommendation remains open.

3. That USAID/Afghanistan collaborate with the Academy for Educational Development
and applicable Afghanistan universities to develop an exit strategy so that key services of
professional development centers will continue after project completion.

The Academy for Educational Development (AED) and USAID/Afghanistan have begun a
series of meetings designed to put a mechanism in place for ensuring the sustainability of
each of the 16 professional development centers. The centers are expected to be
operational by January 31, 2011.

A consortium meeting involving program partners was held from November 12 -13, 2008,
to discuss development of a comprehensive sustainability plan. The draft exit strategy
has been developed and was submitted to the mission on December 28, 2008. The target
closure date of this recommendation is February 28, 2009. This recommendation
remains open.

4. That USAID/Afghanistan implement appropriate procedures to strengthen (1) project
monitoring, (2) review and approval of project documents, and (3) maintenance of the
cognizant technical officer project file for the Higher Education Project.



The mission stated that the short-term staff assignments prevalent in Afghanistan prevent
a CTO term of more than 1 year. However, the mission also acknowledges that
cognizant technical officer turnover for the project has been unacceptably high, but that
it anticipates that the current CTO will remain in place until August 2009 and that it will
make every effort to curtail turnover. It is expected that a longer-term CTO will alleviate
the project management issues cited by the audit. Final action has been taken on this
recommendation.



TITLE: Audit of USAID/Afghanistan’s Capacity Development

Program
DATE: September 30, 2008
IMPLEMENTING
PARTNER: BearingPoint, Inc.
TIME PERIOD
COVERED BY AUDIT:  February 2, 2007, to March 31, 2008
FUNDING
INFORMATION: As of March 31, 2008, USAID had obligated $49.6 million and

disbursed $24.4 million

BACKGROUND—SUMMARY OF FINDINGS:

Capacity building is needed in almost every sector in Afghanistan in order to rebuild and
promote economic expansion. In February 2007, USAID/Afghanistan awarded a $218.6 million
contract to BearingPoint, Inc., to implement the Capacity Development Program with an
expected end date of 2012. USAID intended the program to be a broad, crosscutting capacity-
building initiative to support all of the mission’s objectives. The program aims to strengthen
Afghan capacity-building institutions; build near-term capacity with target institutions in the
public, private, and educational sectors; and develop a critical mass of Afghans trained in
management and other basic skills. These goals are expected to be accomplished through a
combination of training and technical assistance.

The audit found that there was a lack of evidence to demonstrate that the program was on track
to achieve planned results. Specifically, the program lacked key deliverables necessary for
effective implementation, monitoring, and reporting of program activities and results, such as
work plans and results monitoring plans with performance indicators and targets. Given these
shortcomings and the fact that the contract had been in place for just over 1 year, OIG was
unable to assess the program’s impact.

Moreover, the contractor and the mission spent an inordinate amount of time attempting to
define the program’s activities and priorities and implementing tasks that did not always appear
to contribute directly to the overall program. For example, the contractor, at the direction of
USAID, was paying the salaries for approximately 460 employees of Afghanistan’s Ministry of
Education employees, which would amount to $11.1 million over a 2-year period. Because the
contractor did not have a detailed work plan identifying the specific activities it intended to
implement for the program’s participant training component, OIG questioned whether the
program would achieve its intended objectives under this component, which according to the
contract was to comprise almost two-thirds of the program’s funding.

In addition, the audit report addresses the contractor’s lack of the required approved branding
implementation and marking plan. USAID policy requires that contractors develop a plan to



describe how the program will be promoted to beneficiaries and host-country citizens. The
branding implementation plan requires key milestones or opportunities anticipated to generate
awareness that the program, project, or activity is from the American people.

Further, contractors are to develop a marking plan to ensure that programs, projects, activities,
public communications, or commodities implemented or delivered under contracts and
subcontracts funded only by USAID are marked exclusively with the USAID identity. These
requirements were included in the Capacity Development Program contract.

RECOMMENDATIONS—MANAGEMENT DECISIONS:

The audit includes four recommendations:

1.

That USAID direct the contractor to develop a detailed work plan to align with expected
results for fiscal year 2009 and require the contractor to submit the work plan 15 days
prior to the start of the fiscal year as required by the contract.

The mission stated that on September 1, 2008, it directed the contractor to submit the
draft work plan 15 days prior to the start date of FY 2009 as required by the contract.
The draft work plan for FY 2009 was submitted by the contractor on September 14, 2008,
and the mission was reviewing it. The mission projected that final action would be taken
by March 25, 2009. This recommendation remains open.

That USAID direct the contractor to put in place an approved results monitoring plan to
measure the progress and results of the activities detailed in the work plan addressed in
the previous recommendation.

The mission approved the Performance Management Plan (2008-2012) on September 6,
2008. As soon as the FY 2009 work plan is finalized, the mission will put in place an
approved results monitoring plan for FY 2009 to measure the progress. The target date
for issuance of the final results monitoring plan for FY 2009 is March 25, 2009. This
recommendation is currently open.

That USAID reevaluate the appropriateness of funding salaries for approximately 460 of
Afghanistan’s Ministry of Education employees through the Capacity Development
Program.

In the short term, USAID believes that supporting these technical advisors in the Ministry
of Education (MoE) in combination with an intensive training component does have merit
and does contribute to the core capacity-building objective of this contract. The mission
and contractor are taking various steps to evaluate, implement, and improve training.
Therefore, final action was achieved upon report issuance.

That USAID/Afghanistan take immediate action to approve and ensure implementation
of a branding implementation and marking plan under its Capacity Development
Program.



The mission approved the branding implementation and marking plan under its Capacity
Development Program on September 17, 2008. Therefore, this recommendation was
closed upon report issuance.



TITLE: Audit of USAID/Afghanistan’s Accelerating Sustainable
Agriculture Program (5-306-08-009-P)

DATE: August 8, 2008

IMPLEMENTING

PARTNER: Chemonics International

TIME PERIOD

COVERED BY AUDIT: November 2006 to December 2007

FUNDING

INFORMATION: As of November 2007, the contract ceiling was increased to

$102 million. As of December 31, 2007, USAID had obligated
$77 million and disbursed $16 million.

BACKGROUND—SUMMARY OF FINDINGS:

Afghanistan, a country that once had a strong agricultural sector, has become heavily dependent
on international food aid. To deal with ongoing political instability and economic hardship,
farmers turned to the cultivation of opium poppy to provide necessary income. In an effort to
respond to this agricultural crisis, USAID/Afghanistan launched its Accelerating Sustainable
Agriculture Program in the northern, northwestern, and western provinces. The intent of the
program is to accelerate broad-based, market-led agriculture development that is capable of
responding and adapting to market forces and, in the process, provide new economic
opportunities for rural Afghans.

OIG conducted an audit of USAID’s efforts in August 2008. Because the program began on
November 22, 2006, it is too early to judge whether it is succeeding in accelerating broad-based,
market-led agricultural development in areas of Afghanistan where it is being implemented.
However, the audit identified the following issues that have affected the mission’s management
of the program during the first year:

e The Mazar foods initiative—a key agricultural activity—had experienced significant
delays.

e Environmental evaluations and assessments were not conducted in accordance with
regulations.

e Significant defects in constructed buildings have delayed handover to the Government of
Afghanistan.

e The contractor did not comply with USAID’s branding and marking requirements, did
not have adequate support for reported results, did not receive prior written approval to



purchase restricted commodities, did not provide performance reports that were in
accordance with contract terms, and did not properly account for program income.

The USAID mission approved an incomplete performance management plan.

RECOMMENDATIONS—MANAGEMENT DECISIONS:

OIG issued 15 recommendations:

1.

The USAID/Afghanistan cognizant technical officer (CTO) should prepare an
implementation plan identifying the critical tasks needed to implement the Mazar foods
initiative. This implementation plan should identify all tasks that are behind schedule and
show how the mission is going to address the delay. Further, the mission should develop
a process for periodically updating the implementation plan.

The mission agreed with the recommendation and took appropriate action and the
recommendation was closed upon report issuance. Final action has been taken.

USAID/Afghanistan should require its environmental officer to provide annual training to
CTO and require mission personnel to comply with the environmental regulations
outlined in Mission Order 04-14 and USAID’s Automated Directives System 204.

The mission agreed with the recommendation and anticipated completing written
procedures by February 28, 2009. This recommendation remains open.

USAID/Afghanistan should revise its mission order to be consistent with USAID’s
Automated Directives System 204 defining CTO responsibilities for monitoring
compliance with environmental regulations.

The mission anticipated completing written procedures by February 28, 2009. This
recommendation remains open.

USAID/Afghanistan should prepare procedures requiring review of construction design
plans and provide quality assurance oversight by the Office of Infrastructure, Engineering
and Energy.

The mission agreed with the recommendation and took appropriate action. The
recommendation was closed upon report issuance.

USAID/Afghanistan should require engineers from the Office of Infrastructure,
Engineering and Energy work with Chemonics International, Inc., to take corrective
action on each of the construction defects and to require these engineers to be part of the
final inspection.

The mission agreed with the recommendation and anticipated completing the written
procedures by February 28, 2009. The recommendation remains open.



10.

11.

USAID/Afghanistan should reevaluate Chemonics International, Inc.’s March 2008
revised marking and branding plan and make a determination whether to approve any
exceptions to marking requirements included in the plan.

The mission concurred that a licensed professional engineer should be involved in the
final inspection process for all construction projects. The CTO and engineers from the
mission are working with Chemonics to correct the identified construction defects. The
mission anticipates taking final action on this recommendation by February 28, 2009.
The recommendation remains open.

USAID/Afghanistan should develop procedures requiring CTOs to verify and document,
as part of their site visits, that items purchased or built with USAID funds are properly
marked.

The mission agreed with the recommendation and anticipated that final action would be
taken by February 28, 2009. This recommendation remains open.

USAID/Afghanistan’s CTO should issue a technical directive, requiring Chemonics
International, Inc., to define the roles and responsibilities of the monitoring and
evaluation staff, to include a system to ensure that the program’s data is accurate and
easily accessible.

The mission agreed with the recommendation and took appropriate action and the
recommendation was closed upon report issuance. Final action has been taken.

USAID/Afghanistan’s CTO should require Chemonics International, Inc., to perform a
data quality assessment before the issuance of the next annual report.

The mission agreed with the recommendation and the recommendation was closed upon
report issuance. Final action has been taken.

USAID/Afghanistan should determine the allowability and collect as appropriate $37,573
for commodities purchased by Chemonics International, Inc., without prior written
approval from the mission.

The mission agreed with the recommendation and anticipated completing its data quality
assessment by February 28, 2009. This recommendation remains open.

USAID/Afghanistan’s CTO should issue a technical directive to require Chemonics
International, Inc., to identify in its invoices costs associated with restricted commaodities.

The mission agreed with the recommendation and anticipated issuing a final
determination of allowance for Chemonics' purchase of restricted commodities by
February 28, 2009. This recommendation remains open.



12.

13.

14.

15.

USAID/Afghanistan should direct Chemonics International, Inc., to reduce future billings
to USAID by $129,731 for program income collected as of March 31, 2008, and comply
with the terms of the contract for any income received after March 31, 2008.

The mission agreed with the recommendation and took appropriate action. The
recommendation was closed upon report issuance.

USAID/Afghanistan should develop procedures requiring the Program and Project
Development Office to review performance management plans of contractors and
grantees for compliance with USAID’s Automated Directives System 203 prior to
approval by the CTO.

The mission agreed with the recommendation and is currently awaiting the contracting
officer's determination. The expected target completion date is February 28, 2009. The
recommendation remains open.

USAID/Afghanistan should determine the nature, format, and timing of the reports
required to effectively monitor contract performance and align the contract reporting
requirements to these expectations.

The mission agreed with the recommendation and anticipated completing the written
procedures by February 28, 2009. This recommendation remains open.

USAID/Afghanistan should determine the nature, format, and timing of the reports
required to effectively monitor contract performance and align the contract reporting
requirements to these expectations.

The mission agreed with the recommendation. The contracting officer and CTO have
already addressed these concerns in a draft modification to the ASAP contract. Thus, a
management decision was made in August 2008. The modification is expected to be sent
to the contractor by the end of January 2009. The target completion date is February 28,
2009. As of December 31, 2008, the recommendation remained open.



TITLE: Audit of USAID/Afghanistan’s Small and Medium Enterprise
Development Activity (5-306-08-006-P)

DATE: June 23, 2008

IMPLEMENTING

PARTNER: Development Alternatives, Inc.

TIME PERIOD

COVERED BY AUDIT:  January to December 2007

FUNDING

INFORMATION: As of December 31, 2007, $20.4 million had been obligated and

$13.2 million disbursed.

BACKGROUND—SUMMARY OF FINDINGS:

USAID awarded a $36.8 million contract to Development Alternatives, Inc., to implement the
Afghanistan Small and Medium Enterprise Development Activity. This project was intended to
support the rapid transition of Afghanistan to a more stable and productive state by promoting
sustainable economic and social development. The project had several goals: promoting a
thriving licit economy led by the private sector, working with the Government of Afghanistan to
develop sound economic governance, and partnering with the private sector to stimulate
investment and business opportunities.

One of the problems that the audit disclosed was that the contractor’s performance data was
unreliable. Auditors were unable to determine whether the majority of performance indicators
(11 out of 18) were showing results because of a lack of proper management controls, which in
turn produced overstated project results. Moreover, the audit documented a need for a Web-
based management information system and realistic project goals.

RECOMMENDATIONS—MANAGEMENT DECISIONS:

The audit report made four recommendations: (1) that USAID require its cognizant technical
officer to work with the contractor to refine the project database and eliminate duplicate records,
as well as ensure that the data in the project database is reliable; (2) that USAID require the
contractor to develop a plan of action to implement a Web-based information system; (3) that
USAID require the cognizant technical officer to provide technical direction to the contractor in
updating the performance management plan, redefining performance indicators and targets, and
redirecting resources to areas where more of an impact can be made; and (4) that the cognizant
technical officer formally approve the revised performance management plan.

The mission and contractor worked together to develop the recommended plan of action, which
included training for monitoring and evaluation staff, creation of a users manual, and planned
visits to regional offices for data verification and oversight.



On May 21, 2008, a mission-hired expert confirmed that the contractor had effectively corrected
the duplication errors and developed a productive and comprehensive method of reducing
duplications and identifying those that occur.

Management actions have been reached on all recommendations, and final actions have been
taken on recommendations 1 and 2.



TITLE: Audit of USAID/Afghanistan’s Alternative Development
Program-Southern Region (5-306-08-003-P)

DATE: March 17, 2008

IMPLEMENTING
PARTNER: Chemonics International, Inc.

TIME PERIOD
COVERED BY AUDIT:  February 2005 to September 2007

FUNDING

INFORMATION: As of September 30, 2007, USAID/Afghanistan had obligated $76
million and disbursed $60 million for Alternative Development
Program/South.

BACKGROUND—SUMMARY OF FINDINGS:

In February 2005, USAID awarded a 4-year, $120 million contract to Chemonics International,
Inc., to implement Alternative Development Program/South (ADP/S) in the Helmand, Kandahar,
and Uruzgan provinces. In May 2007, supplemental funding raised the contract ceiling to
$166 million. The program has two objectives: (1) to help accelerate licit economic growth and
business activity in selected provinces in which poppy cultivation is thriving, and (2) to help
provide an immediate alternative source of income to poor households whose livelihoods
depend, directly or indirectly, on the opium economy.

The mission exceeded its planned targets for six of the indicators, partially achieved its target for
eight indicators, and did not achieve its target for one indicator. The mission’s efforts have had
little impact on the overall U.S. strategy for reducing poppy production in Afghanistan.

The program could have been more successful had it started when originally planned.
Chemonics evacuated in May 2005 because of security issues and did not return until September
2005. The mission did not approve the Chemonics work plan until February 2006, focusing on
long-term planning rather than rolling out program activities. Chemonics and the mission
experienced turnover in critical program positions. As a result, the program missed the
opportunity to induce more Afghans not to plant poppy in the fall of 2005 by providing them
with immediate alternative sources of income.



RECOMMENDATIONS—MANAGEMENT DECISIONS:

OIG recommended that the mission develop procedures setting requirements to ensure the timely
review and approval of work plans.

By January 2009, the mission planned to complete a draft mission notice that would provide the
necessary guidelines to ensure CTOs' adherence to annual work plan submittal and approval
requirements. The recommendation remains open.



TITLE: Audit of USAID/Afghanistan’s Agriculture, Rural Investment
and Enterprise Strengthening Program
(5-306-08-001-P)

DATE: January 22, 2008

IMPLEMENTING

PARTNERS: Academy for Educational Development et al.

TIME PERIOD

COVERED BY AUDIT:  September 16, 2006, to September 30, 2007

FUNDING

INFORMATION: As of September 2006, the Academy for Educational Development

was awarded a 3-year, $80 million cooperative agreement. As of
September 30, 2007, $54 million had been obligated and
$30 million had been disbursed for ARIES activities.

BACKGROUND--SUMMARY OF FINDINGS:

In September 2006, USAID awarded a 3-year contract to the Academy for Educational
Development (AED) to implement the Agriculture, Rural Investment and Enterprise
Strengthening (ARIES) Program. The overall purpose of ARIES was to provide expanded
access to rural financial services, primarily in alternative development program regions’ key
poppy growing provinces, and to create a strong private sector foundation to provide a full
spectrum of substantial financial services. USAID/Afghanistan’s Alternative Development
Program (ADP) was to have included activities to accelerate legitimate economic growth in key
poppy-growing provinces by creating or strengthening credit and financing institutions.
However, credit and financing activities were not implemented under the program because of
contract restrictions, which prevented issuing grants to fund such activities.

The audit found that in its first year, the ARIES Program achieved or exceeded most of its goals
and helped make a significant impact in expanding Afghanistan’s licit rural economy by creating
nearly 63,000 jobs. Despite its achievements, OIG found that the ARIES Program could have
been more successful with implementing small and medium enterprise (SME) program loan
segment activities and investment and finance cooperatives (IFCs). OIG also found several areas
in which the implementation and management of the program could be improved.

RECOMMENDATIONS--MANAGEMENT DECISIONS

This report made six recommendations to help USAID/Afghanistan improve its oversight of the
ARIES Program in the remaining 2 years of the cooperative agreement:

1. AED is required to make clear to its partners that the ARIES program is to be
implemented primarily in ADP regions and to dovetail with regional ADP priorities.



The mission informed AED that it should emphasize to its partners the importance of
reports and publications that accurately reflect the priority given to ADP regions and
document how they are dovetailing with the ADP as required by the cooperative
agreement.

Work with AED to establish formal goals in its work plan for implementing ARIES
activities in ADP regions.

The ARIES second year work plan submitted to and subsequently approved by the
mission clearly describes the provinces where the program creates new financial service
outlets, supports existing outlets, and disburses micro- and SME loans. All of the
provinces referenced in the work plan are considered part of the ARIES target regions,
as described in the cooperative agreement, and fall within the ADP priority areas.

Direct AED to communicate success stories related to shifting opium poppy workers into
licit livelihoods as a result of ARIES loans in ADP regions.

The mission directed AED to submit a minimum of two articles per month to ensure
effective communication of success stories.

Direct AED to revise its ARIES performance monitoring plan to include appropriate
performance indicators and targets and provide quarterly reports of those results to
USAID.

The revised performance monitoring plan for FY 2008, which has been submitted for
approval to the mission, includes specific targets in ADP regions for activities in the
remaining 2 years of the cooperative agreement and will measure both micro- and SME
finance activities. These results will also be submitted on a quarterly basis. Final action
has been taken.

Direct AED to ensure that one of its partners, the World Council of Credit Unions
(WOCCU), establishes and maintains appropriate systems and processes for recording,
reporting, and internal monitoring of the operating activities of its IFCs as required by the
ARIES work plan.

A strategic decision was made in November 2006 to begin installing Micro Banker, an
integrated accounting software program, in each IFC 6 months after the startup of
operations in order to increase the efficiency and accuracy of WOCCU’s monitoring and
reporting, as well as to make it easier to consolidate information across different IFCs.
This strategy is based on WOCCU?’s previous experience in Uzbekistan that shows that
training IFC staff on a manual accounting system is a necessary prerequisite to
introducing an integrated accounting software program. As of December 31, 2008, final
action was expected to be completed by January 2009. This recommendation remains
open.



Direct AED to ensure that WOCCU implements an integrated accounting system at each
of its investment and financial cooperatives as required by its subagreement.

In accordance with mission suggestions, WOCCU planned to adopt the International
Financial Reporting Standard (IFRS) for the IFCs and install Micro Banker, an
integrated accounting software program, in each IFC 6 months after the startup of
operations. As of December 31, 2008, USAID expected to have final action completed in
January 2009.



TITLE: Audit of Selected Follow-on Activities Under
USAID/Afghanistan’s Economic Program
(5-306-07-009-P)

DATE: August 31, 2007

IMPLEMENTING

PARTNER: BearingPoint, Inc.

TIME PERIOD

COVERED BY AUDIT:  September 2005 to May 2007

FUNDING

INFORMATION: As of May 2007, obligations and expenditures totaled $33 million

and $19 million respectively for a 3-year, $46 million contract.

BACKGROUND--SUMMARY OF FINDINGS:

The Economic Governance and Private Sector Strengthening Program’s central goal is to assist
the Government of Afghanistan (GoA) in establishing an environment that will promote rapid
economic development and sustained high rates of economic growth led by the private sector.
Under the contract, USAID signed six agreements with the GoA for BearingPoint, Inc. to
provide technical assistance and support for capacity building to six ministries and organizations:
(1) Da Afghanistan Bank; (2) the Ministry of Commerce and Industry; (3) the Ministry of
Communications and Information Technology; (4) the Ministry of Finance Customs, Human
Resources, and Secretariat; (5) the Ministry of Finance state-owned banks; and (6) the Office of
the President/Office of the Senior Economic Advisor to the President.

USAID and the GoA agreed to work plans and activities with which BearingPoint would be
engaged. Technical advisor services were intended to contribute to aspects of one or more of the
following objects: (1) restructuring of the governmental ministries and organizations, (2) legal
and regulatory reform, and (3) capacity building. As of May 2007, BearingPoint had
137 advisors providing assistance to the above ministries and organizations in support of the
three objectives.

The audit found that results had been achieved based on a selected review of technical services
provided by BearingPoint over a 20-month period (September 2005 to May 2007). For instance,
advisers developed diagnostic reports that analyzed the deficiencies in two state-owned banks,
made recommendations needed to revitalize the banks, contributed to the establishment of the
Afghanistan Telecommunications Regulatory Authority, helped improve accounting functions in
a bank to ensure international standards, assisted in drafting 10 commercial laws, and assisted in
automating the Ministry of Finance customs functions to comply with international standards.

The audit also found instances in which results had not been achieved. BearingPoint did not
assist the Ministry of Finance in promoting a modern human resources management system



because the GoA did not have a counterpart with whom it could work. As a result, progress had
not been realized toward accomplishing agreed-upon activities established in the work plan for
the Ministry of Finance, and the ministry’s ability to acquire trained staff was negatively
impacted.

The audit also found the USAID and BearingPoint did not have agreed-upon performance
indicators, contrary to USAID’s written policy which requires the establishment of set
performance targets that can be achieved within a specific timeframe. There were three
cognizant technical officers for the contract and each one had differing opinions as to what the
indicators should be. While the contractor did provide monthly reports that described activities
accomplished, there were no set indicators to report how the accomplishments compared to
planned targets at any given time, thus compromising the effective management of the contract.

RECOMMENDATIONS--MANAGEMENT DECISIONS:
Two recommendations were made by the audit:

1. That USAID/Afghanistan reevaluate the work plan for one particular project
implementation letter and decide whether to allow BearingPoint to continue with
the planned activities to provide a human resources advisor to the Ministry of
Finance for the duration of the contract or to revise the plan.

2. That USAID/Afghanistan require BearingPoint to review, reassess, and update the
work plans for the six project implementation letters issued under the program,
and to include agreed-upon performance indicators and set targets that will be
used to measure the program’s intended results.

Both recommendations are now closed. The mission assigned a human resources advisor to the

Ministry of Finance in June 2007. Subsequently, USAID and the contractor developed a
combined work plan for all implementation letters, which included indicators and targets.

-2



TITLE: Audit of USAID/Afghanistan’s Urban Water and Sanitation
Program (5-306-07-006-P)

DATE: June 7, 2007

IMPLEMENTING

PARTNER: Camp Dresser McKee, Inc.

TIME PERIOD

COVERED BY AUDIT:  September 2004 to December 2006

FUNDING

INFORMATION: As of December 20, 2006, USAID obligated $37.3 million and

disbursed $36.2 million.

BACKGROUND—SUMMARY OF FINDINGS:

OIG conducted this audit to determine whether selected activities under USAID’s Urban Water
and Sanitation Program were on schedule to achieve planned results (contract deliverables).
Although planned contract deliverables were generally being achieved under the mission’s
Afghanistan Urban Water and Sanitation Project (AUWSP), OIG concluded that the long-term
sustainability of the overall AUWSP was questionable and that contract administration problems
existed between the mission and Camp Dresser McKee, Inc. (CDM), the implementing
contractor.

Under AUWSP, CDM was contracted to design and construct or improve water distribution
systems, prepare water system feasibility studies, deliver capacity-building assistance, and
provide water and sanitation technical advisory services. CDM was able to achieve several of
the program objectives (e.g., completing water distribution systems in Gardez, Ghazni, and Chil
Duktharan and extending the water distribution system in Karte Se). However, OIG noted
concerns about the sustainability of the newly constructed and extended water distribution
systems that could affect the future benefits or impact of AUWSP. For example, after
recognizing the need for operator training for the newly built water distribution systems, the
mission did not properly assess the training provided to proposed operators or the Afghanistan
Government’s plans to ensure the financial and operational sustainability of the newly built
systems.

In addition, substantive contract administration problems were identified with the
implementation of program activities. First, the mission’s cognizant technical officer requested
CDM to make unauthorized changes in its work efforts in Kandahar. Second, the mission did
not require CDM to comply with all contract work requirements or to meet reporting
requirements needed to assist the mission in evaluating the program. Third, the mission did not
require CDM to provide it with necessary financial information to help monitor contract costs.
As a result, the mission’s system for controlling, projecting, and monitoring the contract costs



did not provide for the necessary information to foresee the contractor’s requests for $1.6 million
in additional funds a month prior to the end of the contract.

RECOMMENDATIONS—MANAGEMENT DECISIONS:
The audit report made five recommendations to help correct the identified problems:
e That USAID/Afghanistan assess particular sites and provide any necessary training.

e That USAID/Afghanistan assist the relevant Government of Afghanistan ministries in
determining the appropriate user fees to be charged to water system clients and how to
increase usage of water system services by potential clients.

e That USAID/Afghanistan require briefings for all incoming cognizant technical officers
to reinforce the knowledge of applicable contractual delegated authorities and limitations
for the duration of their stay in Afghanistan.

e That USAID/Afghanistan require that cognizant technical officers at least quarterly, as
applicable, fulfill their contract administration responsibilities by confirming and
documenting that contractors are complying with specific contract reporting
requirements.

e That USAID/Afghanistan strengthen its system for controlling, projecting, and
monitoring contract costs.

USAID/Afghanistan concurred with and implemented all of the five recommendations above.
Additionally, the mission’s plan to address OIG’s recommendations were detailed and focused
on appropriate measures to strengthen the cognizant technical officers” administration of ongoing
active awards and deal with sustainability issues specific to this program.

Final action has now been taken on all recommendations.



TITLE: Audit of Critical Power Sector Activities under
USAID/Afghanistan’s Rehabilitation of Economic Facilities
and Services (REFS) Program (5-306-07-004-P)

DATE: May 21, 2007

IMPLEMENTING

PARTNERS: Louis Berger Group, International (LBGI)

TIME PERIOD

COVERED BY AUDIT:  January to December 2006

FUNDING

INFORMATION: The critical power sector activities audited under REFS were

estimated to cost $25 million. As of December 31, 2006,
$15.6 million had been spent.

BACKGROUND—SUMMARY OF FINDINGS:

The Rehabilitation of Economic Facilities and Services (REFS) program continues to be the
largest and most visible program being implemented by USAID/Afghanistan. Its purpose is to
promote economic recovery and political stability by repairing infrastructure.

Providing electrical power to Afghans was considered important to the development of
Afghanistan and key to its political stability. To this end, the country’s power and energy sector
was targeted for rehabilitation under the REFS program. LBGI concentrated on activities that
provided electrical power to Kabul and the southern provinces of Helmand and Kandahar—the
agricultural breadbasket of the country. The most critical activities involved the rehabilitation of
the Kajakai Dam power plant though the refurbishing of two turbines and the manufacturing and
installing of a third.

The audit found that one turbine had been refurbished as planned, but work on the other two
turbines was significantly behind schedule because of security problems at the dam. Although
the refurbished turbine delivered 16.5 megawatts of reliable hydroelectric power, delays in the
other two activities have delayed the delivery of 35 megawatts of reliable hydroelectric power to
about 2 million people in southern Afghanistan.

In response to the numerous attacks around the dam and the subsequent evacuation of LBGI
personnel, USAID/Afghanistan, the U.S. Embassy and LBGI took a number of actions. For
example, LBGI prepared a security plan to upgrade its own security at the dam while USAID
and the Embassy lobbied the International Security Assistance Force, which replaced U.S. forces
in the area, to provide more military protection. In response, the International Security
Assistance Force increased its presence around the Kajakai Dam. Nonetheless, LBGI had been
unable to return to the dam to resume its rehabilitation work as of January 29, 2007.



RECOMMENDATIONS—MANAGEMENT DECISIONS:

Because the mission cannot control the security situation around the dam, and because its actions
to date have seemed appropriate, OIG did not make any recommendations.



TITLE: Audit of USAID/Afghanistan’s Alternative Livelihoods
Program—-Eastern Region (5-306-07-002-P)

DATE: February 13, 2007

IMPLEMENTING

PARTNER: Development Alternatives, Inc.

TIME PERIOD

COVERED BY AUDIT:  February 2005 to September 2006

FUNDING

INFORMATION: As of September 30, 2006, USAID had obligated $54 million and

disbursed $24 million.

BACKGROUND—SUMMARY OF FINDINGS:

In February 2005, USAID awarded a 4-year, $108 million contract to Development Alternatives,
Inc. (DAI) to implement Alternative Livelihoods Program/Eastern Region (ALP/E) in the
provinces of Kunar, Laghman, and Nangarhar. ALP/E’s goal is to accelerate broad-based,
sustainable regional economic development in ways that provide new opportunities for Afghans
to seek livelihoods in the licit economy in the eastern region of Afghanistan. The program has
two objectives: (1) to help accelerate licit economic growth and business activity and (2) to help
provide an immediate alternative source of income to poor households whose livelihoods
depend, directly or indirectly, on the opium economy.

In fiscal year 2006, ALP/E achieved significant results for 13 of 15 performance indicators used
by USAID to measure whether the program was achieving planned results. Achievements that
supported ALP/E’s objective of accelerating licit economic growth and business activity
included 27,534 hectares devoted to licit agricultural production and 98,154 farmers trained in
agricultural practices.  Achievements that supported ALP/E’s objective of providing an
immediate alternative source of income to those who depend on the opium economy included
19,698 Afghans paid $4,209,670 through cash-for-work projects. Two performance indicators
could not be evaluated because sufficient information on actual accomplishments was not
available or the related program activities were not fully implemented.

Despite its achievements, ALP/E could have been more successful had the program started when
originally planned and had contracting snags been quickly resolved. For example, ALP/E
missed the opportunity to induce more Afghans not to plant opium poppy in the winter of 2005
because the implementing contractor did not roll out the program as quickly as had been
expected. Further, ALP/E did not deliver the anticipated $1.6 million in microfinance loans
intended to provide about 8,000 Afghans with alternatives to growing opium poppy because
USAID used a contracting mechanism that impaired its contractor’s ability to fully implement
credit and finance activities.



RECOMMENDATIONS—MANAGEMENT DECISIONS:
Four recommendations were made by the audit:

1. USAID should require Development Alternatives, Inc., to replace the
performance indicator on the number of Afghans receiving agricultural credit
through Alternative Livelihoods Program—Eastern Region with a performance
indicator that reflects the program’s shift from funding microfinance loans to
facilitating the issuance of such loans.

2. USAID should update its performance target for kilometers of rural roads repaired
in poppy regions to a realistic level that reflects the additional $11 million of
funding for this activity.

3. USAID should develop a plan of action to ensure that performance targets are
updated for future significant program changes.

4. USAID should develop mission-specific procedures requiring that site visits of
program activities be documented and maintained in cognizant technical officer
files.

USAID addressed all recommendations, which were closed by the time the audit report was
issued. Actions taken were as follows:

The mission issued a technical directive on January 30, 2007, to Development Alternatives, Inc.,
directing that the indicator “Afghans receiving credit through ALP” be removed from the
performance management plan and be replaced by “Number of loan agreements facilitated.”

Development Alternatives Inc., updated its FY 2006 target for kilometers of rural roads repaired
in poppy regions.

The mission issued a technical directive on January 30, 2006, to Development Alternatives, Inc.,
indicating that all required performance targets will be reviewed with the cognizant technical
officer on a monthly basis, with revisions made as appropriate.

On December 17, 2006, the mission issued Mission Notice No. 2006-106, Roles and
Responsibilities of Cognizant Technical Officers (CTOs). This notice was issued: (1) to require
all CTOs to document and keep files of site visit reports; (2) to remind contracting
officers/agreement officers, CTOs, and the supervisors of CTOs about the interrelated nature of
CTO performance and the monitoring thereof in the context of how designated CTOs perform
their CTO duties and responsibilities as stated in their CTO designation letter; and (3) to
encourage joint site visits by CTOs together with representatives from other offices who are
involved in monitoring the performance and financial status of USAID/Afghanistan projects.



TITLE: Audit of USAID/Afghanistan’s School and Clinic
Reconstruction Activities (5-306-06-008-P)

DATE: August 18, 2006

IMPLEMENTING Cooperative Housing Foundation International (CHF)

PARTNERS: International Organization for Migration (I0M)
Louis Berger Group, Inc. (LBGI)
Shelter for Life International (SFL)
United Methodist Committee on Relief (UMCOR)
United Nations Office for Project Services (UNOPS)
U.S. Army Corps of Engineers
TIME PERIOD
COVERED BY AUDIT:  September 2002 to April 2006
FUNDING
INFORMATION: As of April 2006, the mission had recorded obligations of about
$92 million and disbursements of about $81 million for program
activities.

BACKGROUND—SUMMARY OF FINDINGS:

USAID’s school and health clinic reconstruction activities were on schedule to achieve planned
outputs. Specifically, at April 19, 2006, USAID and its implementing partners were on schedule
to complete 705 (91 percent) of the 776 school and health clinic buildings planned to be
constructed or refurbished under the Schools and Clinics Construction and Refurbishment
Program. Further, 511 of the 705 buildings had already been completed and turned over to the
Government of Afghanistan.

Although it was on schedule to achieve 91 percent of its planned outputs, it had taken USAID
much longer than anticipated to reach this point. Factors such as deteriorating security and
weather restrictions were often responsible for the delay in completion dates and changes to the
number of buildings to be reconstructed under the program. Although some factors were beyond
its control, the mission contributed to delays in getting 71 buildings completed.

RECOMMENDATIONS—MANAGEMENT DECISIONS:
Two recommendations were made by the audit:
1. USAID should make a final decision on what to do with the 13 buildings that the

Louis Berger Group, Inc. did not complete, and take any actions necessary to
carry out its decision.



2. USAID should immediately modify the scope of work in its agreement with the
International Organization for Migration to add the 51 buildings not completed by
Cooperative Housing Foundation International and the two buildings not
completed by the United Methodist Committee on Relief.

Final action has been taken on both recommendations: USAID concluded that security
conditions still prevented reconstruction of the 13 schools and health clinics that the Louis
Berger Group, Inc. could not complete. Consequently, the mission director signed an action
memorandum formally canceling work on the 13 buildings.

In addition, USAID modified its agreement with the International Organization for Migration to
add the 51 buildings not completed by Cooperative Housing Foundation International and the
two buildings not completed by United Methodist Committee on Relief.



TITLE: Audit of USAID/Afghanistan's Rural Expansion of Afghanistan's
Community-Based Healthcare (REACH) Program
(5-306-06-007-P)

DATE: August 16, 2006

IMPLEMENTING

PARTNER: Management Sciences for Health

TIME PERIOD

COVERED BY AUDIT:  April 2003 to March 2006

FUNDING

INFORMATION: Estimated costs at the time of audit totaled $88 million.

BACKGROUND—SUMMARY OF FINDINGS:

Afghanistan's healthcare system is among the worst in the developing world, and access to care
is extremely limited after two decades of war and neglect. Development indicators published by
the World Bank and the United Nations rank Afghanistan at the bottom of virtually every
category, including nutrition; infant, child, and maternal mortality; life expectancy; and literacy.
The health status of Afghans is among the worst in the world. The average life expectancy is
approximately 43 years. About one out of every six Afghan children dies before the age of five.
The majority of Afghans in more than one-third of rural districts have no access to health care.

In May 2003, USAID awarded a 3-year, $100 million contract to Management Sciences for
Health (MSH) to implement the REACH program in order to improve access to basic health
services for Afghans and strengthen Afghanistan's health systems. The focus of this program is
to provide access by moving health care closer to women of reproductive age and children under
age 5 living in rural communities. The contract was subsequently increased to about
$139 million and extended to September 30, 2006. The Regional Inspector General/Manila
conducted this audit to determine whether USAID/Afghanistan’s school and health clinic
reconstruction activities were on schedule to achieve planned outputs.

The audit concluded that selected activities under USAID’s REACH program achieved their
planned outputs. Specifically, 19 (95 percent) of 20 selected activities achieved their planned
outputs and one partly achieved its planned output as of March 31, 2006. For example, the
REACH program awarded $56.2 million to 28 grantees to provide basic health care to Afghans,
and the grantees were providing such health care at 329 sites in 14 Afghan provinces. The
program also distributed $4.7 million of essential drugs to its health care providers and trained
568 midwives to provide reproductive health care services. Additionally the program completed
a number of activities aimed at improving the management and leadership capacity of
Afghanistan’s Ministry of Public Health.

RECOMMENDATIONS—MANAGEMENT DECISIONS:

No recommendations were made by the audit.



TITLE: Audit of USAID/Afghanistan’s Reconstruction of the Kandahar-
Herat Highway under the Rehabilitation of Economic Facilities
and Services (REFS) Program (5-306-06-005-P)

DATE: May 18, 2006

IMPLEMENTING

PARTNER: Louis Berger Group, Inc. (LBGI)

TIME PERIOD

COVERED BY AUDIT: June 2004 to October 2005

FUNDING

INFORMATION: As of October 1, 2005, the reconstruction of the Kandahar-Herat

highway was estimated to cost $162 million.

BACKGROUND—SUMMARY OF FINDINGS:

The Rehabilitation of Economic Facilities and Services (REFS) program is the largest and most
visible program being implemented by USAID in Afghanistan. Its purpose is to promote
economic recovery and political stability by repairing infrastructure. In September 2002, LBGI
was awarded a contract to implement the program with the contract base period ending
December 2005. USAID submitted a request to extend the contract to July 31, 2007, and to
increase its cost to $730 million. Reconstruction of the Kandahar-Herat portion of the east-west
highway is a multinational effort. The Kandahar-Herat highway, about 557 kilometers long, was
divided into five sections for reconstruction purposes. The governments of Japan and Saudi
Arabia are funding the reconstruction of sections 1 and 2, respectively, which have a combined
length of about 231 kilometers; and the United States, through USAID, is funding the
reconstruction of sections 3, 4, and 5, which have a combined length of about 326 kilometers.

USAID’s goal was to have all 326 kilometers of the highway paved with three layers of asphalt
by December 31, 2005. As of the time of audit fieldwork (September 26 to October 19, 2005),
reconstruction activities were on schedule to have 302 of 326 kilometers (92.6 percent) paved
with three layers of asphalt. Although the remaining 24 kilometers were also to have been
completed by December 31, 2005, they were not finished on time because of funding shortages,
which the mission could have addressed sooner.

RECOMMENDATIONS—MANAGEMENT DECISIONS:

OIG recommended that USAID develop and implement procedures with milestones to
document, track, and promptly resolve significant issues uncovered in its own monitoring efforts
that could affect the progress of its reconstruction activities. USAID implemented the
recommendation, and it was closed at the time the audit report was issued.



TITLE: Audit of USAID/Afghanistan’s Rebuilding Agricultural
Markets Program (5-306-06-002-P)

DATE: March 28, 2006

IMPLEMENTING

PARTNERS: Chemonics International, Inc. (Chemonics)

TIME PERIOD

COVERED BY AUDIT:  July 2003 to September 2005

FUNDING As of December 2005, USAID had approved 51 job
INFORMATION: orders with a total value of $114 million.

BACKGROUND—SUMMARY OF FINDINGS:

USAID’s Rebuilding Agricultural Markets Program (RAMP) aimed to help Afghanistan
rehabilitate its rural sector, focusing specifically on enhancing food security and increasing rural
incomes. In July 2003, USAID awarded Chemonics a 3-year cost-plus, fixed-fee contract for
$153.4 million to implement the activities under this program. As prime contractor, Chemonics
was responsible for providing effective leadership, management, and coordination of program
activities which ranged from assessments, program design and planning, procurement of services
in support of the core program activities, activity monitoring, and reporting.

Of the six activities reviewed, five achieved their selected planned outputs and one did not. The
five that achieved the planned outputs were the rehabilitation of irrigation canals, agricultural
micro loans disbursed, livestock vaccinated/treated, farmers served by extension, and women
trained in poultry management as of September 30, 2005. Efforts on irrigation canals resulted in
415 kilometers rehabilitated. Additionally, more than 20,000 women were trained in poultry
management, and more than 16 million livestock vaccination/treatments were performed. The
one activity that did not meet the planned output was the rehabilitation of farm-to-market roads.

RECOMMENDATIONS—MANAGEMENT DECISIONS:
Three recommendations were made:

1. USAID should obtain updated work plans from the contractor as required by the
contract.

2. USAID should determine whether the added work under the original contract should
have been approved and modified within the original contract prior to
implementation, in accordance with Federal Acquisition Regulation, Part 43, on
contract modifications. If necessary, USAID’s contracting officer should modify the
contract accordingly.

3. USAID should implement an action plan to require staff to complete and issue
contractor performance reports to comply with Automated Directives System 302.5.9.



USAID addressed the recommendations, which were closed at the time the audit report was
issued. Actions taken were as follows:

The Agency obtained an updated fiscal year 2006 work plan and an updated life-of-project
work plan from the contractor implementing RAMP, and the mission had incorporated these
updated plans into its RAMP contract through a contract modification.

USAID determined that a modification to the RAMP contract was not required to approve
activities subsequently added to the activities listed in the original contract for three principal
reasons. First, since RAMP implementation was accomplished through work orders, the
activities that were added were also done through work orders. Second, the mission asserted
that the added activities fell within or were consistent with the objectives of the RAMP
contract. Third, the mission noted that updated work plans (obtained and incorporated into
the RAMP contract as discussed in the proceeding paragraph) included the added activities.

USAID/Afghanistan issued mission notice 2006-05, which established procedures and
timelines to ensure that the contractor performance reports are continually updated and
current.  Additionally, the mission completed a performance evaluation of the RAMP
contractor.



TITLE: Audit of USAID/Afghanistan’s Cashiering Operations
(5-306-06-001-P)

DATE: January 10, 2006
IMPLEMENTING

PARTNERS: None

TIME PERIOD

COVERED BY AUDIT:  September 26-28, 2006
FUNDING

INFORMATION: N/A

BACKGROUND—SUMMARY OF FINDINGS:

USAID/Afghanistan managed its cashiering operations in accordance with established
regulations, policies and procedures.

Title 31 of the Code of Federal Regulations, Part 208; the U.S. Department of Treasury’s
Manual of Procedures and Instructions for Cashiers; the U.S. Department of State’s
Foreign Affairs Handbook; and USAID-published guidance such as the Automated
Directives System, Chapter 630, establish the principal requirements to be followed by
missions in managing their cashiering operations. These requirements address such
issues as making cash payments when a country’s infrastructure does not support
payment by a non-cash mechanism, establishing imprest funds at appropriate levels,
designating cashiers, establishing roles and responsibilities for cashiers and their
supervisors, and installing adequate physical security and separation of duties.

USAID/Afghanistan provided guidance to cashiers and implemented a number of other
internal controls to carry out its cashiering operations according to established
requirements. For example, the mission took the following steps:

Followed appropriate procedures in establishing its imprest fund.

Formally designated its cashiers.

Established authorities for cashiers commensurate with size of the imprest fund.
Provided training to its cashiers.

Issued its own policies and procedures to provide supplemental guidance.
Implemented adequate segregation of duties.

Periodically performed and documented unannounced cash counts.

Periodically reviewed and adjusted the level of its imprest fund.

In addition to the above, USAID/Afghanistan installed physical safeguards that were
commensurate with the size of its imprest fund. For example, the cashiers’ office was
segregated from other mission offices. Additionally, the principal and the alternate
cashiers each had a U.S. government-approved safe for storing cash, paid vouchers,



checks, and other cashiering documentation. The two safes had different combinations
that were appropriately safeguarded. The mission also installed a security camera to
monitor the cashiers’ office 24 hours a day, 7 days a week. Moreover, the mission
routinely requested that the regional security officer provide armed escorts when mission
cashiers went to the bank to replenish the imprest fund.

OIG performed an unannounced cash count of the imprest fund maintained by the
principal and alternate cashiers. Specifically, OIG verified the accuracy of the cashiers’
reconciliation statement to account for the imprest fund total of $230,587. The cash
count found that the $230,587—consisting of cash and other cashiering documentation
such as paid vouchers, cash advances to subcashiers, and accommodation exchange
transactions—was accounted for and properly documented except for an immaterial
shortage of $22. Additionally, our testing found that the size of the imprest fund was not
excessive but in line with the mission’s needs.

RECOMMENDATIONS—MANAGEMENT DECISIONS:

None.



TITLE: Audit of Funds Earmarked by Congress to Provide Assistance
for Displaced Persons in Afghanistan (9-306-06-004-P)

DATE: December 21, 2005

IMPLEMENTING U.S. Army Corps of Engineers, the Government of Afghanistan,
PARTNERS: and local contractors

TIME PERIOD Fiscal year 2004 and 2005 earmarked funds—fieldwork occurred
COVERED BY AUDIT: in October 2005

FUNDING

INFORMATION: Earmarked funds totaled $15 million

BACKGROUND—SUMMARY OF FINDINGS:

Congress appropriated emergency supplemental funds to assist in meeting the urgent
humanitarian and housing needs of displaced Afghans. The United Nations estimated that there
were 1 million Afghans with unmet shelter and basic necessity needs for the winter of 2005-2006
and that there were more than 3 million Afghan refugees in Pakistan and more in Iran, many of
whom would be forced to return to Afghanistan. It is estimated that approximately 80 percent of
these returnees did not own land and would require shelter and other basic necessities.

As of September 30, 2005, only $600,000 of the $10 million appropriated for FY 2004 had been
used to provide shelter materials and basic necessities for displaced persons in Kabul.
Additionally, as of September 30, 2005, although Congress had been notified that the funds
would be transferred to the Department of State’s Bureau of Population, Refugees, and
Migration, none of the $5 million appropriated for FY 2005 had been transferred or spent by the
Mission.

RECOMMENDATIONS—MANAGEMENT DECISIONS:
Three recommendations were made by the audit:

1. USAID should, for the $9.4 million obligated under the limited scope grant
agreement (and to fund specifically identified assistance activities for displaced
Afghans in and around Kabul) reprogram the balance of approximately $4.97 million
that was subobligated under the participating agency program agreement and
subobligate the $4.4 million not yet subobligated.

2. In coordination with the Department of State’s Bureau of Population, Refugees, and
Migration, develop a plan to use the balance of approximately $9.37 million to meet
the basic necessities of displaced Afghans in and around Kabul.



3. Inform Congress, as appropriate, of its plans to use the $5 million earmarked in fiscal
year 2005 for assistance to displaced Afghans and use these funds for this assistance,
as Congress intended.

USAID addressed the recommendations as follows:

The Agency deobligated all unexpended funds totaling $4,978,270 and reprogrammed the funds
to an Office of Foreign Disaster Assistance contract with CARE to provide shelter to displaced
Afghans. USAID also subobligated the remaining $4.5 million into a participating agency
program agreement with the Department of State's Bureau of Population, Refugees, and
Migration.

USAID and the Department of State's Bureau of Population, Refugees, and Migration developed
a plan to use the $9.366 million for shelter related needs and other emergency activities for
displaced Afghans in Kabul and other provinces.

Through a revised report, dated May 15, 2006, USAID notified Congress of its plans to use the
$5 million.

All recommendations are now closed.



TITLE: Audit of USAID/Afghanistan’s Primary Education Program
(5-306-05-005-P)

DATE: April 14, 2005

IMPLEMENTING
PARTNER: Creative Associates International, Inc. (CAII)

TIME PERIOD
COVERED BY AUDIT:  January 2004 to December 2004

FUNDING
INFORMATION: Estimated costs at the time of audit totaled $88 million.

BACKGROUND—SUMMARY OF FINDINGS:

USAID designed the Afghanistan Primary Education Program (APEP) through a two-phase
strategy. Phase 1 included reproducing and distributing 10.2 million textbooks, training
600 teachers, developing and broadcasting radio-based teacher training educational programs,
and providing accelerated learning classes to 15,706 students. Phase 2 included expanding APEP
activities to 17 provinces, distributing a second round of 16.2 million textbooks, enhancing the
quality of teaching by providing training to 6,800 teachers, expanding accelerated learning
classes to reach 170,000 students, and providing technical assistance to the Ministries of
Education and Higher Education.

At December 31, 2004, 3 of 10 APEP activities audited had not achieved their planned outputs
although significant progress was made. Specifically, both textbook distribution and grade
equivalents for accelerated learning students were delayed, and the female student enroliment
target was not achieved. These activities did not achieve their planned outputs for a number of
reasons, including a delay in receiving funding for APEP.

RECOMMENDATIONS—MANAGEMENT DECISIONS:
Four recommendations were made:
1. Obtain from CAII a distribution plan identifying the specific dates and locations

for delivering the remaining textbooks in storage to ensure that the correct
quantity, grade level, and language of textbooks are distributed to schools.



2. Define the method to compute grade equivalents to be achieved. If change is
needed to meet the planned outputs, the mission should obtain a detailed action
plan from CAII showing how the grade equivalent shortfalls will be achieved.

3. Reassess the female enrollment target to ensure performance can be managed
toward an obtainable target.

4. Conduct a current performance evaluation of the contractor and prepare a report
documenting the results.

All recommendations are now closed. The recommendations were addressed as follows:

Creative Associates sent USAID a distribution plan identifying the grade level/language of
textbooks and the specific dates and locations for delivering the remaining textbooks in storage,
and USAID changed the language for the planned outputs so that computing grade equivalents is
clearly understood as grades "in process.” USAID also revised the female enrollment target to
"52.2% of girls participate in learning activities."”

The CTO completed and submitted a contractor performance report for the Afghanistan Primary
Education Program on March 27, 2005.



TITLE:

DATE:

IMPLEMENTING
PARTNERS AND
ESTIMATED
COSTSTO
COMPLETE:

TIME PERIOD

COVERED BY AUDIT:

FUNDING
INFORMATION:

Audit of USAID/Afghanistan’s School and Clinic

Reconstruction Program (5-306-05-003-P)

March 14, 2005

Cooperative Housing Foundation International (CHF)

International Organization for Migration (I0M)
Louis Berger Group, Inc. (LBGI)
Shelter for Life International (SFL)
United Methodist Committee on Relief (UMCOR)
United Nations Office for Project Services (UNOPS)

Total

September 2002 to October 2004

$11.7 million
18.6 million
23.8 million
7.6 million
4.6 million
6.9 million
$73.2 million

At the time of audit, USAID had obligated $73 million for the six
implementing partners.

BACKGROUND—SUMMARY OF FINDINGS:

As of October 31, 2004, program activities were well behind schedule.

For example, at the

conclusion of audit fieldwork only 91 (30 percent) of the 300 schools and clinics were
completed. Additionally, no more than 328 (62 percent) of the 533 were anticipated to be
completed by the end of the calendar year. Further, mission officials estimated that not all 533
schools and clinics would be completed until August 2005, at the earliest. Accomplishments as
of October 31, 2004, were as follows:

- Number NUTSE 97 Total Percent
. Number of Buildings Schedule to
Implementing Completed at Completed | Completed
to be Completed by . be
Partner Time of oron oron
12/31/04 Audit Completed 1 g hedule | Schedule
by 12/31/04
CHF 59 3 0 3 5
IOM 215 54 64 118 55
LBGI 105 15 74 89 85
SFL 57 0 46 46 81
UMCOR 24 0 15 15 63
UNOPS 73 19 38 57 78
Total 533 91 237 328 62




RECOMMENDATIONS—MANAGEMENT DECISIONS:

Three recommendations were made by the audit:

1.

USAID should finalize an alternative implementation plan with timeframes for
the uncompleted portion of its school and clinic reconstruction program. The plan
should include measures to strengthen the capabilities of the Transitional Islamic
State of Afghanistan’s Ministries of Education and Health to contract for and
manage construction projects.

USAID should require that all its school and clinic implementing partners and
their subcontractors use International Relief and Development Incorporated’s
(IRD’s) method for calculating the percent of completion for a school or clinic.

USAID should regularly merge the percent of completion data for each school
and clinic from IRD’s database into its own database to use as a tool for assessing
the accuracy of the percent of completion data reported by implementing partners.

USAID finalized an acceptable plan, and final action was completed on January 17, 2006.
Additionally, the Agency notified implementing partners and contractors at a biweekly meeting
of the requirement to use the IRD method of calculating the percentage of completion. This IRD
method was used during the period July 2004 through February 2005. Subsequently, the IRD
method was revised and received concurrence by the implementing partners and contractors.

Although it was not possible to merge the two data systems because of information technology
security reasons, each partner and Ministry are able to provide data biweekly to USAID that is
selectively entered into the USAID master list archives for schools and clinics.

All recommendations are now closed.



TITLE: Audit of the Kabul to Kandahar Highway Reconstruction
Activities Financed by USAID/Afghanistan’s Rehabilitation of
Economic Facilities and Services Program (5-306-04-006-P)

DATE: September 21, 2004

IMPLEMENTING

PARTNER: Louis Berger Group, Inc. (LBGI)

TIME PERIOD

COVERED BY AUDIT: August 2003 to June 2004

FUNDING

INFORMATION: At the time of audit, the reconstruction of the Kabul-Kandahar

highway was estimated to cost $269 million.
BACKGROUND—SUMMARY OF FINDINGS:

The purpose of the Rehabilitation of Economic Facilities and Services (REFS) Program was to
promote economic recovery and political stability by repairing infrastructure. In September
2002, LBGI was awarded a contract to implement the program, including road reconstruction
and other infrastructure activities, with the contract base period ending December 2005. At the
time of audit, contract modifications had increased estimated costs to $665 million.
Reconstruction of the Kabul to Kandahar (Kabul-Kandahar) segment of Afghanistan’s major
east-west highway is the largest activity being implemented under the REFS program. The east-
west highway runs from Kabul to Herat and is approximately 1,200 kilometers long. In April
2003, the U.S. Government assumed responsibility for 389 kilometers of the Kabul-Kandahar
highway starting 43 kilometers outside of Kabul and ending 50 kilometers before Kandahar.

The OIG found that the mission (1) generally checked the timeliness of reconstruction activities,
but did not fully monitor the quality of the road reconstruction, in part, because of security
restrictions and (2) did not verify whether the contractor’s performance conformed to its
contract. According to LBGI, the following outputs had been achieved as of June 22, 2004.

Reconstruction Outputs as of June 22, 2004 Planned Completed

Paving a first layer of asphalt (Phase One) 389 kms 359 kms2

Paving a second layer of asphalt (Phase Two) 389 kms 310 kms
389 kms 117 kms

Paving a third layer of asphalt (Phase Two)

Completing six bridges (Phase Two) 6 0




RECOMMENDATIONS—MANAGEMENT DECISIONS:
Two recommendations were made by the audit:

1. Develop a comprehensive monitoring plan to ensure quality, timeliness, and
compliance with contract terms, including requiring the contractor to submit a
comprehensive quality control and assurance program for USAID approval.

2. Perform an analysis of contractor claims to ensure that USAID does not pay for
the defective roadwork.

The mission developed the recommended plan, which required site inspection teams to be
present at site on each section of road. The teams were also tasked with monitoring the quality
control program of the contractor and preparing daily and weekly reports. In addition, the
mission's project manager and quality assurance manager are to visit the site on a semimonthly
basis.

Both recommendations are now closed.



TITLE: Audit of the Sustainable Economic Policy and Institutional
Reform Support (SEPIRS) Program at USAID/Afghanistan
(5-306-04-005-P)

DATE: August 17, 2004

IMPLEMENTING

PARTNER: BearingPoint, Inc.

TIME PERIOD

COVERED BY AUDIT:  January 2003 to April 2004

FUNDING

INFORMATION: As of April 15, 2004, the 3 year $96 million contract had

expenditures totaled $28 million as of April 30, 2004.

BACKGROUND—SUMMARY OF FINDINGS:

In December 2002, USAID/Afghanistan awarded a contract to Bearing Point to carry out the
SEPIRS program. Bearing Point uses expatriate and local consultants to provide technical
assistance to various ministries of the Transitional Afghan Authority. For example, under “fiscal
reform,” consultants work with the Ministry of Finance on activities such as establishing an
efficient tax administration system and a budget planning and reporting system. “Banking
reform” includes not only strengthening the Central Bank but also working with it on activities
such as licensing and regulating banks, and maintaining a stable currency. “Legal/regulatory
reform” includes activities such as the drafting and passing of laws governing banking, taxation,
property and natural resources. Under “trade reform,” consultants provide technical assistance to
the Ministry of Commerce on activities such as entering the World Trade Organization,
developing exports, and organizing women entrepreneurs.

OIG could not determine whether the SEPIRS Program is on schedule to achieve planned
outputs because there was no current workplan for the program that contained expected
accomplishments and milestones against which to measure progress. This occurred because
USAID did not require the contractor implementing the SEPIRS program to prepare quarterly
workplans, even though such workplans were required under the SEPIRS contract. However,
OIG found that progress was being made and that USAID monitored the program in other ways.

RECOMMENDATIONS—MANAGEMENT DECISIONS:
One recommendation was made by the audit: USAID/Afghanistan should require BearingPoint

to comply with the SEPIRS contract by submitting quarterly work-plan reports to USAID that
include expected accomplishments and milestones.



In July 2004, the contractor put in place a monitoring system that included updated work plans.
Further, USAID/Afghanistan provided a schedule of due dates for the quarterly work plans
required under the contract. In addition, USAID/Afghanistan submitted the most recent
contractor work plan it approved in July 2004, as well as other detailed supporting
documentation, that illustrate additional corrective actions to enforce contract requirements.

This recommendation was closed prior to the issuance of the audit report.



TITLE: Second Review of the Road Project Financed by
USAID/Afghanistan’s Rehabilitation of Economic Facilities
and Services (REFS) Program (RIG/Manila Memorandum 04-

003)
DATE: March 31, 2004
IMPLEMENTING
PARTNER: Louis Berger Group, Inc. (LBGI)
TIME PERIOD
COVERED BY AUDIT:
FUNDING
INFORMATION: $500 million

BACKGROUND—SUMMARY OF FINDINGS:

The Rehabilitation of Economic Facilities and Services (REFS) program was intended to
promote economic recovery and political stability by repairing infrastructure. In September
2002, LBGI was awarded a $143 million contract to implement the REFS program, including
road reconstruction and other infrastructure activities, with the contract base period ending
December 31, 2005. At the time of the audit, contract modifications had increased estimated
costs to $500 million. In April 2003, the U.S. Government assumed responsibility for
389 kilometers of the Road Project starting 43 kilometers outside of Kabul and ending
50 kilometers before Kandahar. After assuming responsibility for the Kabul to Kandahar
segment, the U.S. Government tasked USAID with reconstructing the 389 kilometer highway.
In response, LBGI developed and USAID approved a two-phased strategy.

Phase 1 of the Kabul to Kandahar highway by December 31, 2003, and USAID reported all 389
kilometers of the Kabul to Kandahar highway had either been paved with a single layer of new
asphalt up to 10 centimeters thick or that existing asphalt had been repaired.

The phase 1 goal under the strategy included completing a 9-meter wide road (including two 1-
meter wide shoulders) that had at least one layer of asphalt 10 centimeters thick on the driving
surface for all 389 kilometers by December 31, 2003. Phase 2 envisioned completing the road
by widening it to 12 meters (including two 2.5-meter wide shoulders), and adding three
additional layers of asphalt for a total of four layers 31 centimeters thick by October 2004.
However, LBGI’s implementation plan dated January 30, 2004, revised the road design of the
completed road to only three layers of asphalt totaling 25 centimeters. LBGI made this change
because load-bearing tests indicated that 6 centimeters of asphalt could be eliminated without
compromising road durability. As a result of this change and as a result of the deletion of certain
contingency costs, the road, which was estimated in May 2003 to cost as much as $273 million
was later estimated to cost $229 million.



OIG conducted fieldwork to report on the progress of the Road Project during January 2004.
The results are described below:

USAID/Afghanistan reported that LBGI met the phase 1 goal of paving 328 kilometers of the
389 kilometer Road Project with at least one layer of new asphalt and repairing the remaining
61 kilometers by December 31, 2003, as planned. However, reconstruction of six bridges along
the Kabul to Kandahar highway also included in phase 1 was not completed by the end of
December 2003 as planned. LBGI estimated at the time that the bridges were over 50 percent
complete, and cited security incidents and logistical problems for the delays in their completion.
Although most phase 2 reconstruction was not scheduled to begin until the spring of 2004, some
work was already under way. For example, timeframes for completing phase 2 had been
developed, and subcontractors had begun paving a second layer of asphalt. In addition, 93 of the
389 kilometers had reportedly already been paved with a second layer of asphalt. USAID and
LBGI officials stated they were on schedule to complete the Kabul to Kandahar highway by
October 2004.

Although at the time of this review, winter weather had prevented most phase 2 operations from
beginning, LBGI reported that 93 kilometers of the Kabul to Kandahar highway had already
been paved with a second layer of asphalt as of February 23, 2004. Additionally, subcontractors
have been able to do some work on widening highway shoulders, building culverts, and
reconstructing bridges.

RECOMMENDATIONS—MANAGEMENT DECISIONS:

Mission officials stated that contents of this memorandum were generally consistent with their
knowledge of the project and mission files. However, they commented that the road design had
not been changed to reduce the number of layers of asphalt from four to three as the OIG reports.
The officials claimed that the road design still requires four layers of asphalt: two base layers,
one binder course, and one wearing course. However, as noted on page three of this
memorandum, LBGI’s implementation plan dated January 30, 2004, revised the road design to
delete the binder course. This reduction in the number of layers was confirmed by LBGI’s
project manager, who stated that the current road design calls for two base layers and one
wearing course layer. Consequently, OIG did not change the number of layers in this report
from three to four, as suggested by the mission, since both the January 2004 implementation plan
and project manager comments seem to support three layers. There was, however, no
disagreement as to the total thickness of asphalt required. Nevertheless, OIG recommended that
the mission discuss this apparent inconsistency in the number of layers of asphalt required with
LBGI.



TITLE: Review of the Road Project Financed by USAID/Afghanistan’s
Rehabilitation of Economic Facilities and Services (REFS)
Program (RIG/Manila Memorandum 04-003)

DATE: November 13, 2003
IMPLEMENTING

PARTNER: Louis Berger Group, Inc. (LBGI)
TIME PERIOD

COVERED BY AUDIT:  August and October 2003
FUNDING

INFORMATION: $284 million

BACKGROUND—SUMMARY OF FINDINGS:

The Rehabilitation of Economic Facilities and Services (REFS) was intended to promote
economic recovery and political stability by repairing infrastructure.

After assuming responsibility for the Kabul to Kandahar segment, the U.S. Government tasked
USAID with reconstructing the 389 kilometer highway. In response, LBGI developed and
USAID approved a two-phased strategy to accelerate the reconstruction. The strategy set a first-
phase goal of completing a 9-meter wide road (including two 1-meter wide shoulders) that had at
least one layer of asphalt 15 centimeters thick on the driving surface for all 389 kilometers by
December 31, 2003. Because of the accelerated reconstruction schedule, the estimated cost to
complete all phases of the Kabul-Kandahar highway reconstruction had risen to nearly
$284 million (including, according to the mission, $40 million for contingencies).

To report on the progress of the Road Project, OIG traveled to Afghanistan in August and
October 2003. Officials reviewed documentation from the mission and LBGI, interviewed
officials, and visited reconstruction sites. Despite the complexity of the Road Project, LBGI and
USAID/Afghanistan had accomplished the following:

Hired four subcontractors from India and Turkey.

Mobilized heavy equipment, rock crushing plants, and asphalt mixing plants.
Deployed security teams to patrol construction zones and camps.

Located, imported, and processed supplies.

Collaborated with the United Nations to expedite the clearing of mines.

Nevertheless, in September 2003, USAID officials said that asphalt paving activities were about
4 weeks behind the schedule set in April 2003, due in part to demining security incidents. As of
November 1, 2003, LBGI reports showed that 222 kilometers of road had been paved to a



10-centimeter depth. Barring unforeseen problems, USAID officials stated that they planned to
have the 389 kilometers paved to this depth by the end of December 2003, excluding 68
kilometers of existing pavement which USAID in its management comment stated only needed
repair.

A number of problems had delayed project progress:

e Increased security incidents.

e Demining the area.

e Almost none of the equipment and materials needed to construct a road were available
locally.

e Some equipment and materials being brought into the country had been detained by
neighboring country customs authorities.

e Inaddition, LBGI officials stated that the onset of colder and wet weather might affect their
ability to achieve the accelerated goals.

RECOMMENDATIONS—MANAGEMENT DECISIONS:

OIG recommended that LBGI maintain a detailed, updated implementation plan for its REFS
activities. According to its contract, LBGI was to prepare an implementation plan within
30 days of arrival in Afghanistan and updated plans by the end of every January to assure that all
REFS activities—including the road project—would be completed on time and within budget.
The contract required that the plan be flexible to respond to changes in the number, type, and
location of REFS activities. LBGI prepared an initial plan in December 2002. However, LBGI
did not update its December 2002 implementation plan to reflect changes made to the road
reconstruction schedule through December 2003 or beyond.

Louis Berger Group, Inc., issued an updated implementation plan for its REFS activities on
January 30, 2004. Final action has been taken.



TITLE: Risk Assessment of Major Activities Managed by
USAID/Afghanistan (Report No. 5-306-03-001-S)

DATE: March 11, 2003
IMPLEMENTING

PARTNER: N/A

TIME PERIOD

COVERED BY AUDIT:  N/A

FUNDING
INFORMATION: N/A

BACKGROUND—SUMMARY OF FINDINGS:

The Afghanistan Freedom Support Act of 2002 authorized $1.7 billion over 4 fiscal years
(beginning with fiscal year 2003) for economic, humanitarian and development assistance to
Afghanistan.

To prioritize Office of Inspector General (OIG) workload and determine what type of audit
coverage would be appropriate for each individual activity being funded and managed by the
mission, OIG performed risk assessments of USAID/Afghanistan’s operations as a whole and of
activities planned.

OIG assessed the overall risk related to USAID/Afghanistan’s ability to manage assistance
activities. The overriding constraint to managing assistance activities in Afghanistan was the
tenuous security situation in the country. Because of security concerns, travel within and
particularly outside of Kabul was heavily restricted. Most U.S. direct hires were required to live
and work in the U.S. Embassy compound, and approval is required for all trips outside its walls.
For trips outside of Kabul, approval was contingent upon taking along at least two vehicles and
two armed U.S. military personnel. USAID/Afghanistan’s own assessment identified three
material weaknesses in its system of management controls, all of which are related to the
country’s difficult security situation:

1. Unsuitable working and living conditions.
2. Inability to readily travel to project sites.
3. Retention of personnel and delays in the assignment of personnel.

In assessing overall risk, the OIG reviewed the mission’s own candid assessment of risk, which it
undertook to meet the annual certification requirement of the Federal Managers’ Financial
Integrity Act (FMFIA). The OlG—and the mission’s own assessment—concluded that overall



the risks were high for program goals not being attained, noncompliance with laws and
regulations, inaccurate reporting, and illegal or inappropriate use of assets or resources.

Overall, the risks associated with the three material weaknesses are amplified by (1) the
magnitude of the funding being provided to Afghanistan, (2) the pressure to implement activities
in extremely short timeframes, (3) the lack of stable host governmental institutions, and (4) the
pervasiveness of corruption and lawlessness in the country—not to mention the presence in-
country of some 5 to 7 million mines.

The mission reported that because of the three material weaknesses it identified, its ability to
achieve objectives was significantly impaired, as well as its ability to obtain, report, and use
reliable and timely information for decision making. The mission also reported that as a result of
these weaknesses, statutory or regulatory requirements could be violated.

RECOMMENDATIONS—MANAGEMENT DECISIONS:

While USAID/Afghanistan proposed a number of corrective actions for the material weaknesses
it has identified, most of these proposals were not entirely within its control. Many were under
the control of the U.S. Embassy in Kabul—especially those relating to working and living
arrangements. However, USAID/Afghanistan was exploring the possibility of obtaining its own
building and its own employee residences.

OIG agreed that each of these weaknesses presented a challenge for the mission and for the
achievement of program objectives. Although the mission had proposed corrective actions for
the material weaknesses it identified, most of the proposals would require the support of the U.S.
Embassy in Kabul.
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