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

MEMORANDUM
TO: USAID/West Bank and Gaza Director, Larry Garber
FROM: Acting RIG/Cairo, Thomas C. Asmus

SUBJECT: Audit of USAID/West Bank and Gaza's |mplementation of the Federa
Managers Financid Integrity Act

This is our find report on the subject audit. We reviewed your comments to the draft report
and have included them as Appendix 1. Based on the Misson’s comments, we consider that
find action has been taken on the report’s four recommendations and, hence, they are closed
upon report issuance.

| appreciate the cooperation and courtesies extended to my staff during the audit.

Background

The Federa Managers Financid Integrity Act of 1982 (FMFIA) establishes requirements with
regard to management accountability and controls. This law encompasses program, operationa
and adminigrative areas as well as accounting and financia management. Under the authorit}/ of
the FMFIA, the Office of Management and Budget (OMB) issued Circular No. A-123" to
provide detailed guidance for federal managers to use in designing management structures that
help ensure accountability and include appropriate cost-effective controls.

The FMFIA aso requires the U.S. Generd Accounting Office (GAO) to issue standards for
interna control in the U.S. Government. Fundamentaly, managers use a variety of controls,
such as the policies and procedures that enforce management directives, to provide reasonable
assurance that an agency can meet its objectives. These control activities help ensure that
management takes action to address the risk factors that jeopardize an organization's
achievement of itsgods. Certain categories of control activities are common to al agencies and
include appropriate documentation and the proper execution and accurate and timely recording
of transactions and events.

OMB Circular No. A-123 dtates that management controls are the organization, policies and
procedures used to reasonably ensure that:

! OMB Circular A-123, Management Accountability and Contral.




Programs achieve their intended results.

Resources are used consistent with agency mission.

Programs and resources are protected from waste, fraud and mismanagement.

Laws and regulations are followed.

Rdiable and timely information is obtained, maintained, reported, and used for decison
making.

In addition, the Circular provides guidance to federd managers on improving the accountability
and effectiveness of federa programs and operations.

USAID Automated Directives System Chapter 596, Management Accountability and Control,
(ADS 596) dso provides policy and procedures for establishing, assessing, reporting on, and
correcting management controls under the FMFIA and OMB Circular No. A-123. Findly, the
USAID Bureau for Management, Office of Management Planning and Innovation (M/MPI)
provides additiona guidance for assessing the adequacy of management controls and annua
ingtructions for reporting the status of management controls.

Audit Objectives

The Office of Regiona Ingpector General/Cairo audited USAID/West Bank and Gaza as part
of the worldwide audit to andyze the extent to which USAID has established a management
process that satisfies the requirements of the Federad Managers Financid Integrity Act. The
gpecific audit objectives were:

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

® Has USAID/West Bank and Gaza reported material weaknesses n accordance
with the Federal Managers Financial Integrity Act and related regulations and
guidance?

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

Appendix | includes adiscussion of the audit scope and methodol ogy.



Audit Findings

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

USAID/Wes Bank and Gaza generdly established management controls and periodicdly
asessed those controls to identify deficiencies in accordance with the FMFIA and related
regulations and guidance.  However, the Misson's assessments did not identify dl the
wesknesses the Misson was aware of, and certain management control checklist questions
were not answered or fully answered.

The FMHA and OMB Circular No. A-123 provide guidance for agencies and managers to
establish management controls and to periodicaly assess the adequacy of those controls.
Further, ADS 596 ingtructs missions and managers to:

gppoint a Management Control Officia (MCO) to oversee and coordinate management
accountability and control issues within the mission,

ensure that appropriate and cost-effective management controls are established,
continuoudy perform management control assessments in accordance with instructions
issued by M/MPI, and

edablish a Management Control Review Committee (MCRC) to assess and monitor
deficiencies in management controls.

Moreover, M/MPI annudly provides guidance to missons for conducting FMFIA reviews.
This guidance indructs missons to supplement management's judgment in assessng the
adequacy of management controls with existing sources of information, such as.

Knowledge gained from daily operation of USAID programs and systems.
Management reviews.

Office of Ingpector Generd and GAO reports.

Program evauations.

M/MPI dso has provided Management Control Checkligts to assst in conducting the reviews.
Thefiscd year (FY) 1999 Checklist contained 189 control techniques extracted from the ADS,
as shown in the following table.



CONTROL TECHNIQUES
CATEGORY NUMBER
Program Assistance 42
Organization Management 7
Administrative Management 38
Financial Management 52
Acquisition and Assistance 42
Audit Management and Resolution 5
Other 3
TOTAL 189

Generdly, the Misson followed ADS policies and procedures on establishing management
controls and assessing their adequacy. When deemed necessary, the Mission issued misson
orders to complement or further clarify the ADS and to establish any needed policies,
procedures and systems. For example, in August 1999, it issued a mission order establishing a
travel reimbursement policy for authorized trave in Isradl, including the West Bank and Gaza,
and Jeruslem. Also, in February 2000, the Mission issued an order” to establish procedures
and respongbilities for implementing the Audit Management Resolution Program (AMRP),
which, among other things, formaly established the Misson's MCRC.

Prior to February 2000, the Mission had not established an MCRC. However, n completing
its FY1999 and FY 1998 FMFIA assessments, USAID/West Bank and Gaza had informally
established an MCRC and designated the Controller as the Audit Management Officer. The
FY 1999 FMFIA assessment was performed and reviewed by this MCRC that consisted of
daffs from the financid management office, executive office, contract office, program office and
deputy director's office.  The heads of those offices completed various parts of the M/MPI
checklist on control techniques.

Each member of the MCRC determined whether the controls in their areas of respongbility
were satisfactory, and a consolidated checklist with dl the members responses was circulated
for comment. All MCRC members reviewed the FY 1999 FMFIA assessment, discussed the

2 Mission Order No. 6, Management Control and Review Committee.
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control techniques, and determined which identified internal control deficiencies were materid.
The members concluded that there were four material weaknesses in FY 1999.

Although the Mission appropriately established management controls and periodicaly assessed
those controls, it should have taken a more thorough, better-organized approach in completing
its FY 1999 FMFIA assessment. Our audit noted two areas that need to be improved for future
assessments: identification of control wesknesses, and answering management control questions.

| dentify All Weaknesses

The GAO Standards for Internd Control in the Federa Government (GAO Standard) states
that management needs to comprehensively identify risks. Also, OMB Circular A-123 states
that managers should continuoudy monitor and improve the effectiveness of management
controls associated with their programs and determine the appropriate level of documentation
needed to support their assessment of risk. Lastly, ADS 596 requires continuous management
control assessments.

As part of its control system, USAID/West Bank and Gaza assessed its internal management
controls in accordance with the indructions from USAID/Washington, and ADS 596.
However, for undetermined reasons, the Mission did not identify certain additional weaknesses,
not in the Management Control Checkligt, that it was aware of. Also, certain other weaknesses
were noted but not considered to present enough risk to require correction.

For example, just prior to the FY 1999 FMFIA assessment, RIG/Cairo conducted a survey of
certain issues dedling with congtruction contracts in the Gaza Strip. One of the issues, identified
by the Mission, was that key employees paid for under a fixed price contract gpparently were
adso charging their cods to cogt reimbursable or other contracts. At the conclusion of our
survey we briefed the Misson that certain employees under a fixed price contract were in fact
charging a portion of their time to a Misson cost reimbursable contract. However, while we
verified that a problem existed, the Misson did not report the wesknesses in its FY 1999
FMFIA assessment. Hence the weakness was not included in the Misson’s tracking system to
assure that the matter was properly resolved. The GAO Standard states that one of the risk
identification methods is the congderation of findings from audits and other assessments. By not
comprehensvely identifying and following-up on the reported management control issues, the
Mission did not comply with GAO standards on internd control.

In another example, the Mission did not consder a FY 1999 Management Control Checklist
item related to audit management plans to be sgnificant enough to require correction. ADS 591
requires an audit management plan and states that a copy of the plan should be provided to the
cognizant RIG office. USAID/West Bank and Gaza is accountable for base funding levels of
$85 million and $100 million for fisca years 2000 and 2001, respectively. Further, in addition
to these base assstance levels, the U.S. Government as a result of the September 1998 Wye
River Memorandum, has pledged a further $400 million in assstance to the Pdegtinians over a
three-year period (FY 2000-2002). An audit is one of the tools that can help ensure that funds

3 OMB Circular A-123, Part 111, Assessing and Improving Management Control.
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are used properly, and audit plans help coordinate Washington and field efforts to assure that
required audits are done. By not preparing and submitting the audit plan to the cognizant RIG
office, the Mission is not in compliance with ADS 591.

An organized approach in identifying al management control issues that managers become
aware of would dlow management to promptly evaluate and determine proper actions in
response to known deficiencies, and reported audit and other findings. Also, with an organized
gpproach, management should be able to timedy complete dl actions to resolve deficiencies
brought to its attention. To help the Misson identify and correct al wesknesses, we are making
the following recommendation.

Recommendation No. 1: We recommend that USAID/West Bank and Gaza
revise its Mission Order No. 6 to require the Management Control Review
Committee to (a) discuss and document the identification of all new
management control weaknesses it becomes awar e of and (b) deter mine proper
corrective actionsin response to such new weaknesses.

Answer All Management
Control Checklist Questions

M/MPI provided detailled ingtructions and guidance for conducting and reporting on the
FY 1999 and FY 1998 assessments. According to those ingtructions, missions were to provide
a certification statement, an update on the status of each materia weakness identified in the prior
year, and a description of any new, uncorrected materia weaknesses identified in the current
year. The GAO Standard dtates that "Interna control and al transactions and other significant
events need to be clearly documented, and the documentation should be readily available for
examination." The Contraller's office maintained the completed management control review
checkligts for FY's 1999 and 1998. However, our audit noted that certain questions on the
checklist were ether partially answered or not answered at dl, possibly because the Misson
had not assigned respongbility to a specific office or the MCRC to assure the checklist was fully
answvered before certifying to the adequacy of the Mission's controls.  Following are some
examples of partidly answered or unanswered questions.

For FY1998, questions concerning procedures for handling sengtive but unclassified
information were not fully answered.

For FY 1998, the Misson did not answer the entire section on Organization Management.
For FY1998 and FY 1999, the question concerning contractors maintaining accountable
property records for Federa Information Processing resources was not answered in either
checklig.

For FY 1999, the question related to annuad evauation forms reflecting management control
respong bilities was answered “No”, without any explanation for its one-word answer.

M/MPI gaff said that it is clearly USAID's policy that management control responshilities be
reflected in the annud evaudtion forms. They dated thet the effective way to implement this
6



policy would be to ether create a separate work objective or ensure that work eements and
performance gppraisals reflect the effectiveness of the Misson's saff in establishing, assessing,
correcting and reporting on management controls. The Mission, by not implementing this palicy,
was in noncompliance with ADS 596.5.5. Further, we consder tha an incomplete
Management Control Checklist could result in a mideading FMFIA certificate provided to
USAID/Washington. Leaving certain Management Control Checklist questions blank, or
providing one-word answers, are indicators of the Mission's noncompliance with M/MPI
ingructions for conducting the FY1999 FMFIA assessment, ADS 596, and the GAO
Standards for Internad Control in the Federd Government. To help the Misson ensure that it
responds to al management control questions, we are making the following recommendation.

Recommendation No. 2: We recommend that USAID/West Bank and Gaza
revise its Mission Order No. 6 to (a) include a designation of responsibilities
for conducting the FMFIA review to specific Misson staff or offices and (b)
determine the status of the Management Control Checklist and document its
completion.

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

USAID/West Bank and Gaza evauaed its sysem of internd accounting and adminidrative
controls for FY' 1999 and identified four material weaknesses. The Mission reported those four
weaknesses in its FY1999 FMFIA cetification, dated October 22, 1999, in accordance with
the FMF A and related regulations and guidance. However, the Mission could have improved
its reporting by disclosing certain concerns that were unresolved at the time of the submission of
its FY1999 FMFIA certification.

Report Unresolved

Material Weaknesses

OMB Circular No. A-123 requires that a management control deficiency be reported if it is or
should be of interest to the next level of management. This dlows the chain of command
gructure to determine the relaive importance of each deficiency. Along these lines, ADS 596
and M/MPI's FY1999 FMFIA ingructions required that missons provide a cetificaion
datement, an update on the status of each material weakness identified in the FY 1998 review,
and a description of any new uncorrected material weskness identified in FY 1999, to the
cognizant Assstant Administrator. The certification should identify management control
deficiencies determined to be material wesknesses” including those that are not correctable

* For USAID/West Bank and Gaza, the cognizant Assistant Administrator isthe Assistant Administrator for the Asia
and Near East Bureau (AA/ANE).

®> ADS 596 Satesthat amateria weskness generdly would result in one of the following:
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within the Misson's authority and resources.  However, for some undetermined reason, the
Mission did not report a concern that, in our opinion, should have been reported as a materia
weakness. Also, it reported another materia weakness as closed before the problem was
fixed.

Palestinian Authority Tax - The Misson did not report the Paedtinian Authority's vaue-
added tax (VAT) issue as a material weakness in its FY1997 through FY1999 FMFIA
certifications. It is our opinion that thisissue should have been reported as a materid weskness.
Since 1995, the Pdegtinian Authority has taxed USAID programs when it is standard practice
for USAID programs around the world to be exempt from taxes on officid assstance. An
estimate made by the Misson’s program office indicated that during the period 1995-1999, the
Pdedinian Authority received approximately $7.9 million in VAT payments from USAID
financed programs. Other donors with programs smilar to USAID have agreements with the
Pdedtinian Authority for tax exemption on officid assgtance. For example, an agreement
between the Federa Republic of Germany and the Pdedinian Authority dates tha the
Pdegtinian Authority shdl levy no taxes or other public charges on payments made from funds
of the Government of the Federd Republic of Germany.

A June 1998 letter from the Misson Director to the Palestinian Authority’s Minister of Finance
cearly indicates that this issue is materid. The letter dates that some members of U.S.
Congress have expressed concerns about USAID funds being used for VAT payments. The
letter further Sates that prompt resolution of the VAT payment problem will remove this issue
from the agenda of those who make decisions abouit the leve of funding for the West Bank and
Gaza program. Based on our discussions with Mission personnd, the Misson continues its
work on this issue even though its resolution is not within the scope of the Misson's authority.
ADS 596 dates that the certification shal include a description of deficiencies determined to be
materid weaknesses, including those that are not correctable within the assessable unit's
authority and resources. Therefore, until this weskness is resolved, the Mission should report it
asamaterial wesknessin its annuad FMF A certification.

Staff Shortage - Another material weakness that we think should have been reported as
outstanding is a daffing shortage in the Misson's contracting office.  Although, the Misson
provided an update in its FY 1999 FMFIA assessment regarding the status of this staff shortage,
it indicated the issue as being closed in 1999. However, based on our review of the Misson's
Management Control Checklist response, we think that the staffing shortage issue was closed
prematurdly. In its checklist response, the Misson recognized the staffing shortage as a mgjor
concern, but closed it based on postions having been approved rather than the approved
positions being filled. In our opinion, aslong as a materia weaknessis till amgor concern, the

Significantly impairs the organization’ s ability to achieve its objectives.

Resultsin the use of resourcesin away that isinconsistent with the Agency mission.

Violates Satutory or regulatory requirements.

Results in a significant lack of safeguards againgt waste, loss, unauthorized use or misappropriation of funds,
property or other assets.

Impairs the ahility to obtain, maintain, report or use rdiable and timely information for decision making; or
Permitsimproper ethical conduct or aconflict of interest.

E S

o o
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Mission should continue to report it as a materia weskness in its annua FMFIA certification.
Hence, we are making the following recommendation.

Recommendation No. 3 We recommend that USAID/West Bank and Gaza, in
its next FMFIA review, reconsider its decison to not report the Palestinian
Authority tax issue and the Mission contracting office staff shortage issue as
material weaknesses.

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

USAID/West Bank and Gaza took corrective actions on most deficiencies identified in its
FY 1998 and FY 1999 FMFIA reviews. However, it needs to improve and formaize its follow-
up system to ensure timely and effective action on dl deficiencies.

I mprove Corrective Actions Tracking

OMB Circular No. A-123 dates that agencies should perform management control
assessments to identify deficiencies in agency programs and operations and develop corrective
action plans to track progress in resolving the identified deficiencies. In addition, the ADS’
dates that agency managers are responsible for taking timely and effective action to correct
deficiencies identified. Furthermore, dthough missions are not required to report non-materia
weekneses to the next level of management, they are required to take timely and effective
action to correct such deficiencies.

The Misson did not have a tracking system to monitor identified deficiencies that resulted from
the FMFIA process for its FY 1997 and FY 1998 reviews but established a tracking system for
FY1999. However, while the FY1999 review identified 37 deficiencies, the Misson only
tracked the resolution of 19 deficiencies (17 identified during the FY' 1999 FMFIA process, and
2 identified outsde the FMFIA process). Thus, it did not track dl identified deficiencies,
document the corrective action plans, monitor the corrective actions taken or to be taken, and
document the review and approva of fina corrective actions and closure of the deficiencies.

Without closdly tracking its identified deficiencies and monitoring its planned corrective actions,
the Mission places its operations at greater risk by alowing identified management control
deficiencies to remain uncorrected for excessve periods of time. In addition, the Missonisin
noncompliance with OMB Circular A-123 and USAID policy and procedures concerning
timey action to correct management control deficiencies. We are making the following
recommendation to hep the Misson improve its sysem for tracking actions to correct

6 Chapter 596, Management Accountability and Control, Section 596.3, “ Responsibility.”
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management control deficiencies

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

Management Comments and Our Evaluation

The Mission agreed with the report’ s findings and recommendations and has taken appropriate
action to address the report’ s four recommendations (see Appendix I1).

The Misson addressed Recommendation No. 1, that its Management Control Review
Committee identify dl deficiencies it becomes aware of and determine proper corrective
actions, by revisng its Misson Order No. 6, Subject: Management Control and Review
Committee (MCRC). The revised Mission Order requires the MCRC to discuss and document
the identification of al new management control weaknesses it becomes aware of and determine
proper corrective actions in response to such new weaknesses.

The revised Misson Order No. 6 also addresses Recommendation No. 2, that the Misson
designate respongbility for the FMFIA assessment to specific offices and document the
completion of the Management Control Checklist. Under the revised Misson Order, the
Misson Controller is designated as the respongble officer for conducting the annua FMFA
assessment, documenting its completion with a forma report to the MCRC, and planning
follow-up actions for al weaknesses identified.

Regarding Recommendation No. 3, for the Misson to reconsider its decisons not to report as
materia wesknesses the Paletinian Authority tax issue and the Misson’s contracting office staff
shortage issue, the Mission stated that the MCRC and other senior managers had discussed
these issues and they will be further discussed with Bureau representatives including the Deputy
Assgant Adminigrator for ANE Bureau. The Mission believed its actions satisfy the intent of
the recommendation, and we agree.

Ladtly, regarding Recommendation No. 4, that the Misson revise its tracking system for
deficiencies to ensure that the system tracks dl deficiencies through fina action, the Misson has
initiated a new procedure for reporting and tracking deficiencies. Under the new procedure, the
MCRC assures that for controls rated less than satisfactory the necessary corrective actions are
determined, a planned resolution date is determined, and a responsible party is assgned to
oversee follow-up.

We consder that the Misson’s actions taken in response to the audit recommendations are
appropriate and therefore consider that final action has been taken on the audit report’s four
recommendations. Hence, the recommendations are closed upon issuance of thisfina report.

10
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APPENDI X |

SCOPE AND
METHODOLOGY

We audited USAID/West Bank and Gazas implementation of the Federd Managers Financia
Integrity Act (FMFIA). The audit was performed in accordance with generdly accepted
government auditing standards and was conducted from February 22 through March 8, 2000 at
USAID/West Bank and Gaza.

We audited the Misson's FY1998 and FY1999 FMFIA assessments and the deficiencies
noted under those assessments. The purpose of the audit was not to identify materia
weaknesses that were not reported by the Misson; however, if any such weaknesses came to
our atention during the audit, we included these in our audit report. Also, the scope of this
audit did not include a detailed andyss of individua management controls to determine thar
effectiveness.

The audit work included reviewing the Misson's system for establishing, assessing, reporting
and correcting management controls. To accomplish the audit objectives, we used the FMFIA,
Office of Management and Budget Circular No. A-123, the Genera Accounting Office's
Sandards for Internad Control in the Federd Government, USAID's Automated Directives
System (ADS) Chapter 596, Management Accountability and Contral, other ADS chapters
relating to Agency policies and essentiad procedures, and guidance for assessing the adequacy
of management controls and annua ingtructions for reporting the status of management controls
provided to missons by USAID's Bureau for Management's Office of Management Planning
and Innovation.

We interviewed the Misson's Management Control Officid, members of the Misson's
Management Control Review Committee and operating unit managers. We dso reviewed
available documentation on the FY'1998 and FY 1999 FMFIA reviews, including the listings of
management control deficiencies and management action plans for correcting those deficiencies.

We reviewed the Mission's FY1997, FY1998 and FY 1999 FMFIA certifications to the
AA/ANE on the overdl adequacy and effectiveness of management controls, noted any materia
wesknesses identified, and reviewed the status of materid weaknesses or deficiencies identified
inthe FY 1998 review.



M anagement Comments
APPENDIX |1

U. S. AGENCY FOR INTERNATIONAL DEVELOPMENT
WEST BANK AND GAZA MISSION

September 27, 2000
MEMORANDUM

TO: Darryl T. Burris, RIG/Cairo
FROM: Larry Garber, Director, WB/G ?ﬂ/

SUBJECT: Report No. 6-294-00-00X-P
Audit of USAID/West Bank and Gaza's Implementation of the Federal

Managers’ Financial Integrity Act

The Mission thanks RIG/Cairo for the objective analysis of the procedures related to our
implementation of the FMFIA and the suggestions made of how those procedures might
be improved. The information below provides our response to that draft audit report and
the recommendaticns included therein.

Recommendation No. 1: “We recornmend that USAID/West Bank and Gaza revise its
Mission Order No. 6 to require the Management Control Review Cormmittee to (a)
discuss and document the identification of all new management control weaknesses it
becomes aware of and (b) determine proper cotrective actions in response to such new
weaknesses,”

Response: USAID/West Bank and Gaza has issued Mission Order No. 6, Revised (See
Attachment A) which requires a discussion of “all management control weaknesses
disclosed since the previous meeting and follow-up on previous decisions made
concerning audit or management control issues.” The revised Mission Order also
requires the MCRC to assure “prompt resolution of internal control problems.” We
believe this satisfies recommendation no. 1 and ask that it be closed upon issuance of the
report.

Recommendation No. 2: “We recommend that USAID/West Bank and Gaza revise its
Mission Order No. 6 to (a) include a designation of responsibilities for conducting the
FMFIA review to specific Mission staff or offices and (b) determine the status of the
Checklist and document its completion.”

Response: Mission Order No. 6, Revised (see attachment A) states that “The Mission
Controller is responsible...for conducting the annual FMFIA Internal Management
Control Assessment, documenting its completion with a formal report to the MCRC and
planning follow-up actions for all weaknesses identified.” We believe this satisfies the
recommendation and ask that this recommendation be closed upon issuance of the report.

Recommendation No,_3: “We recommend that USAID/West Bank and Gaza, in its next
FMEFIA review, reconsider its decision to not report the Palestinian Authority tax issue
and the Mission contracting office staff shortage issue as a material weakness.”




Response: Both of these items were noted on the FY 2000 FMFIA management control
assessment report summary (See attachment B). While the FMFIA report has not yet
been finalized, (the due date to send it to the Bureau is October 20, 2000), the
recommendation to reconsider the decisions concerning Palestinian VAT and staff
shortages has occurred. The MCRC and other senior managers in the Mission have
discussed these issues and they will be further discussed with Bureay representatives,
including the Deputy Assistant Administrator for ANE, who will be visiting the Mission
the week of October 2. We believe this satisfies the intent of recommendation no. 3 and
ask that this recommendation be closed upon issuance of the report.

Recommendation No. 4; “We tecommend that USAID/West Bank and Gaza review the
procedures for its FMFIA review tracking system and strengthen or revise them to ensure
that the system tracks all management control deficiencies through final corrective

action.”

Response: The Mission has initiated a new procedure for reporting and tracking
deficiencies identified through the FMFIA process. All checklist items are rated as
satisfactory (8), satisfactory, but could be improved (S/Imp) or unsatisfactory (U). The
MCRC then sees that for those items rated U or S/Imp, a planned resolution date is
determined, a responsible party is assigned to over see follow-up and the nature of
necessary corrective actions is determined. Attachwent B is an example of this reporting
and follow-up mechanism. Note the columns marked RESOL(ution) DATE,
RESP(onsible) PARTY and PLANNED ACTION. We believe that this tracking system
combined with the responsibility for follow-up assigned to the Controller satisfies the
recommendation. Accordingly, we ask that recommendation no. 4 be closed upon
issuance of the report.

With the actions already taken and future implementation of the policies detailed in
Mission Order No. 6, Revised, USAID/West Bank and Gaza believes that the
recommendations stated in the draft report have been met and that all should be closed
upon issuance of the final report.




Ftra ameant

USAID/W a Mi : .6, Re
Subject: Management Control and Review

Committee (MCRC)
Authority; ADS Sections 103.5.8b, 103.5,12a, 592.3.4 and other

authorities delegated or assigned to the Mission
Director by the ADS or other Agency guidance.

Effective Date: Upon the date of Director’s signature,

Reference: Automated Directive Systems (ADS) Chapter 590
through Chapter 596

L P SE;

To establish the Management Contro! and Review Committee (MCRC) and to establish the
Mission's procedures and responsibilities in implementing the Agency’s Audit Management
Resolution Program (AMRP) as defined in ADS Chapter 590 through 596 and provide
guidance on its implementation,

The Management Control and Review Committee shall manage and implement the Mission’s
AMRP. The MCRC will be chaired by the Deputy Mission Dirsctor and shall be comprised of
Mission Senior Staff. :

The MCRC shall meet at least every six months to review the status of AMRP
implementation, discuss all managemnent control weaknesses disclosed since the previous
lous decisions made concerning audit or management control
issues. All MCRC meetings shall be documented and minutes maintained in the Director’s
Office. A copy of the minutes from each meeting shall be submitted to the Mission Director
and made available to all Mission personnel. The Controller’s Office will be responsible to
keep track of all MCRC proceedings, drafting minutes and other documents as necessary,

The MCRC:

¢ Manages the annual internal management control agsessment and assures prompt
resolution of internal control problems;

* Provides oversight for the audit follow-up process by ensuring that audit follow-up
responsibilities are correctly assigned and implemented;




* Servesas a decision-making body in situations involving audit follow-up impasses
between the Regional Inspector General and the office to which action is assigned; and,

¢ Establishes Mission audit policies to mitigate mission specific risks.

III. RESPONSIBILITIES:
A.  THE AUDIT MANAGEMENT OFFICER:

{. The Mission Controller is hereby designated the Mission's Audit Management
Officer (AMO). The AMO shall report to the MCRC and perform all the functions
required by the referenced ADS sections.

2. The Mission Controller is also responsible, under the direction of the MCRC, for
conducting the annual FMFIA Internal Management Control Assessment,
documenting its completion with a formal report to the MCRC and planning
follow-up actions for all weaknesses identified.

B. A 3]

The Mission Audit Committes (MAC) is a sub-committes of the MCRC. This Commiittee,
chaired by the Controller, shall include as permanent members, the Deputy Director, the
Legal Officer, the Director of the Program Office, the Executive Officer and the Director of
the Contracting Office (or their designees).

The MAC shall ensure that all audit responsibilities are performed properly and that prompt
and responsive action is taken on andit findings and audit recommendations. The MAC shall
report regularly to the MCRC.

C.  MISSION ACTIVITY MANAGERS:

Mission Activity Managers shall carry out all functions for Federal and Financial Audits as
required by the ADS.

D.  MANAGEMENT ACTION OFFICIAL (MAQ);

A Management Action Official, identified by the MCRC based on each audit report, shall
() Develop the mission respanse to draft and final andit recommendations related to area
of responsibility; and, (b) Ensure that corrective action is completed for deficiencies
identified in audits. The MCRC will identify the MAQ for each audit in writing.
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Performs all the functions required by the referenced ADS gections,
F. ONTROL 3

The Controller, under the direction of the MCRC, will be responsible for coordinating the
preparation of the Mission’s annual FMFIA Internal Management Control Assessment
and to ensure that all offices are actively involved in the evaluation of internal controls.
The Controller will prepare a final assessment report to be given to the MCRC describing
weaknesses identified throughout the process. The MCRC will then determine
individuals responsible for follow-up action and a time frame to complete such action.
The MCRC will advise the Mission Director of any weaknesses that should be
highlighted in the annual Internal Control Certification and ways o act on the identified
weaknesses,

G. SPON ATIN S N ORDER:

The Controller is responsible for ensuring that this Mission Order is up-to-date and consistent with
the ADS or other Agency guidance. Whenever revisions or changes to this Mission Order may, in the
opinion of the Controller, be necessary or desirable, the Controller shall prepare the proposed
changes and revisions in draft for review by concemned Mission staff and in finel for approval by the
Mission Director.

IV. AUTHORITY:

This Mission Order is issued by the Mission Director under ADS Sections 103.5.8b, 103.5.12a,
592.3.4, and the other authorities delegated or assigned to the Mission Director by the ADS or other
Ageucy guidance. The Mission Director retains concurrent authority to exercise any of the authorities

or responsibilities delegated or assigned in this Misgion Order to Mission staff except to the extent
that the exercise of those authorities or responsibilities may be otherwise limited.

V.  EEFECTIVE DATE:

This revised Mission Order shall become effective upon the date of my signature.

> M 7//;“/00

Larry Garber, Mission Director Date
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