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MEMORANDUM FOR DIRECTOR, USAID/Somalia, Lois Richards
 

FROM: Richard C. Thabet, RIG/A/Nairobi u "a* 

SUBJECT: 	 Audit of Management Systems and Contracting
 
Procedures - USAID/Somalia
 

This report presents the results of audit of management systems

and contracting procedures in USAID/Somalia. Please provide

written notice within 30 days of any additional information
 
related to actions planned or taken to implement the report

recommendation. We appreciate the cooperation 
and courtesies
 
extended our staff during the audit.
 

Background
 

The audit was conducted at the request of the Assistant
 
Administrator Bureau for Africa (AA/AFR). The request was made
 
as a result of concerns that there were possible violations of
 
Federal Procurement Regulations.
 

Audit Objectives and Scope
 

The Office of the Regional Inspector General for Audit,

Nairobi, (RIG/A/N) conducted a financial and compliance audit
 
of USAID/Somalia's procurement procedures. The specific audit
 
objectives were to determine if the mission 
was complying with:

(1) Agency fund control procedures, (2) Federal Acquisition

Regulations (FAR) in the award and administration of contracts,

and (3) requirements concerning Lhe award of contracts based 
on
 
unsolicited proposals.
 

A sample of USAID/Somalia procurement actions covering fiscal
 
years 1984-87 were reviewed. Some of the actions reviewed were
 
specifically idtatified by the 
AA/AFR to be included in our
 
review. Other actions were selected based on leads provided by

mission persunnel. In other cases, selections were made based
 
on a biased purview of contract files. All records and files
 
related to the transactions were examined. Responsible

officials were interviewed. The review included 12 personal
 



service contracts (PSC's) totalling $546,962, 10 leases
 
totalling $95,946, 4 unsolicited proposals totalling

approximately $530,000 and 2 contracts for provision of
 
supplies, materials and maintenance personnel. One contract
 
was for $82,500. Figures were not readiLy available for the
 
other contract. The review of internal controls and compliance

was limited to the findings reported. The audit was conducted
 
in Mogadishu, Somalia, during the period February to May 1987
 
and was made in accordance with generally accepted government
 
auditing standards.
 

Results of Audit
 

The audit disclosed administrative violations of fund control
 
regulations and non-compliance with procurement regulations

concerning award and administration of contracts. Also, the
 
mission had not complied with Agency regulations concerning the
 
award of contracts based on unsolicited proposals.
 

Contracts and lease agreements were signed or amended prior to
 
certification of funds availability. Contracts were awarded
 
without documentation as to the basis for award; justification

for less than full and open competition; and salary histories
 
being verified. In addition, unsolicited proposals were not
 
processed in accordance with Agency procedures.
 

While Agency regulations as well as local implementing guidance

with regard to these matters are quite clear, the problems have
 
persisted for a number of years and still continue.
 
Accordingly, we recommended that guidance and procedures be
 
prepared for policing and ensuring that Agency regulations are
 
adhered to with regard to procurement practices.
 

1. Contracts and Lease Agreements were Signed Prior to the 
Certification of Funds Availability - Prior to commitment of 
funds, it is required that all obligations be cleared for funds 
availability. Contracts and leases were signed amendedor 

before funds had been certifiea as a result of involvement by

unauthorized personnel and pressure from the former Mission
 
Director. Creating liabilities before availability of funds is
 
certifieu could result in obligations which the Mission may be
 
unable to fulfill.
 

Discussion - Clearance tor funds availability is the mechanism 
which aaminlstratively controls Mission funds in order to 
prevent a statutory violation of the Anti-deficiency Act. In 
accordance with AID Handbook 19, Appendix IA, Section A5 (4),

the controller in responsible for assuring that obligations are
 



prevalidated for fund availability and recorded 
before the
 
applicable obligation documents are released. USAID/Somalia

also issued a Mission Order that requires all commitment
 
documents such as Project Agreements, Project Implementation
 
Orders, Project Implementation Letters, Contracts/contract

amendments, purchase orders and any cables committing funds to
 
be cleared for funds availability. This procedure is also
 
outlined in the Mission's Project Implementation Standard
 
Technical Operating Notes (PISTON) manual.
 

At least 17 contracts, 10 leases and 6 purchase orders did 
not
 
have funds certification prior to commitment. Commitments
 
ranged from one day to six months prior to certification of
 
availability of funds. For example, International Group for
 
Finance ana Consulting (IGFC) was auLhorized to proceed with a
 
study of the Somali leather industry on August 18, 1986. The
 
contract was later signed on October 28 1986. The Project
 
Implementation Order/Technical Services (PIO/T) was not signed

and funds availability certified until February 12, 1987.
 
Another example 
was a personal service contractor who worked
 
for six months without a renewed contract and certification of
 
availability of funds.
 

The practice of awarding contracts or authorizing work to
 
proceed without proper fund availability clearances has been
 
going on since at least 1984. For example, USAID files
 
indicatea that as early as September 
1984, the controller had
 
brought to responsible officials attention the problems of
 
signing contracts or other commitments without prevalidation of
 
funds availability. His predecessor also reported the problems
 
on numerous occasions to no avail. To some extent the problem
 
was caused by the former Director's insistence that documents
 
be signed and work initiated quickly. For example, the former
 
Mission Director kept telling the contracting officer to
 
authorize IGFC to commence the leather study because "the PIO/T
 
was in the mail". The contracting officer "took this on faith"
 
ana sent "a letter of intent" authorizing IGFC to commence the
 
:tuciy dIin signed th contract on October 28, 1986. As
 
previouSly indicated, the PIO/T was not signed until February
 
11, 197. There was also a prcblem of making informal
 
commitment.; which were contractual obligations made a[)parently 
on behalf ot the Government by person; who did not have the 
authority to make such commitments. For example, one PSC wrote 
letter; inviting people to Somalia to work as PSC'n when PSC'o 
are not authorized by the regulations to hire other PSC's. 

Wh 1i'o no violit ons: of the. Ant-i-def ciency Act were noted,
Cr':at. p I iabi lit iv, beforte curti ficatLion of fundo contit ituten 
,in ,csmihi:;trzt ive violation of USAID fund control proceduren.
Thil Could lead to a more tierlout; necton 3679 (Anti-deficiency
Act.) statutory violation. 
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2. The Award and Administration of Contracts Was Not in
 
Compl7iance With Regulations - Federal Procurement Regulations 
require that contract files contain various documentation 
relating to the award of any contract and thr reasonableness of 
the contract price. Some contract files Leviewed did not
 
contain the required documentation. As a result, there was no
 
evidence that contract prices were justified. This was caused
 
by too much involvement in contracting by unauthorized
 
personnel as well as undue influence by the former Mission
 
Director. Without strict adherence to procurement regulations,
 
contracts awarded could result 
in inefficient and uneconomical
 
actions which could cost AID substantial sums of money.
 

Discussion - The FAR subpart 704.8 requires contract files to 
contain: (a) a list of sources solicited, (b) a copy of the 
solicitation, (c) source selection documentation, (d) a full 
record of negotiation indicating justification for the contract 
price, (e) any required approvals and clearances, and (f) a 
copy of the original contract and contract amendments. Where a 
contract is to be awarded under AID Acquisition Regulations 
(AIDAR) 706.302-70 - other than full and open competition for 
contracts of $100,000 or less and PSC contracts - there must be
 
evidence that offers were solicited from as many sources as was
 
practicable and a justification for less than full and open

competition was prepared. USAID/Somalia also has a Mission
 
Order that requires salary histories for PSCs to be obtained
 
and starting salaries not to exceed 10 percent over the current
 
salary.
 

From a review of lz PSC contracts, it was determined that: (a)
 
no justification for less than full and open competition was
 
given in 11 
cases where positions weta not announced and there
 
was no evidence that other persons were considered; (b) there
 
were no records of negotiations in 6 cases and in 3 other 
cases 
the records were vague and did not include justifications for 
final salary; (c) effective dates of 5 original contracts and 
amendments to 5 PSC contracts were prior to the dates of 
signing such contracts/amendments; (d) ,al1ary histories were 
not verified for 9 PSCs and the tartirni salaries were 
questionable; ana (e) security cledirances we.re riot obtained in 
6 cases. A review of two contract: for proviion of materials,
supplie:; ano malntenance personnel for the U.SAlD/ or alia Field 
Support Unit (FSU) showed that the original contract awarded to 
International Group for Finance and Consulting did 
not have
 
evidence that competition was involved in contractor selection.
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The contract file did not have evidence that: (a) other
 
sources were solicited, (b) request for proposal was prepared,
 
and (c) the contract was advertised. Also, there was no
 
memorandum of negotiation in the file and the basis for the
 
contract price was not given. Mission officials explained that
 
some competition attem[ts were made but this contract occurred
 
at a time when the Mission did not have previous experience in
 
obtaining such services from the Somali business community.
 
This contract was extended for periods of six months until
 
February 1987 when the contract was awarded to another firm
 
competitively. The second contract awarded to Oriental
 
Agencies was in accordance with the FAR.
 

The above situations occurred to a large extent because there
 
was a lot of involvement in the contracting process by
 
unauthorized persons. In at least four cases, a Personal
 
Service Contractor wrote letters inviting people to Somalia to
 
work as PSC's on a pro3ect without the authority to do so. In
 
two cases, the PSC even advised them on how to get higher
 
salaries. One of them was advised to factor in outside
 
consulting fees, if possible, to increase the overall figure
 
because AID salaries are based on past salaries. Another PSC
 
was aaviseo to inflate his salary request by adding extra
 
days. As a result of the PSC's involvement in the contract
 
process, the contracting officer was placed in an embarrassing
 
situation regarding the negotiations because the PSC's insisted
 
on being given the salaries promised to them. There were other
 
occasions when unauthorized direct hire personnel told
 
consultants to come to Somalia and their contracts would be
 
executed after arrival.
 

Allowing persons not authorized to make contractual commitments 
do so coula result in inetticient and uneconomical actions 
which could cost AID sub.stantial sums ot money. Only a duly 
authorized contracting oficer may make commitments on behalf 
of the U.S. Government in accordance with Federal and AID 
Acquisition Regu Iat Ion.;. Ely coat nuL 1j to cndon. th is 
practice, the Mission i.; -;oeriou!;ly violti inq ,,8ic contraict ing 
principle:s, tno the i nIi v i uj :iI invo, vo .(J r,,y t,1' :2,Ljbj,.t to 
discIp Initry ,ctio)n. 

3. Unnolicited Proposa,-; were, not Process,;e;d in Av:ordlarlco With 
AgAencyu Proce(ur .bp FA 14 i r t . ...9 1y e t1(i . 1'* t 
conditioins which munt b" :;It is;! Ie(J t)(- th, aw rd (Iore a 
contract ba;ned on unnoii cit.d propsals . U!;AI)/!iomIia tunded 
four propoflalii which di(: not mt,t the" Condi t l,,n req,!o r,*ed oy 
FAR. Th tat: ca t.o( by (I) a';nor.li tCe()I , A1€ reoqu ,,!i 
regardingq urine cit.- ,iuo:;,aIs ant, ( ) -',tn i4tv(,jvem ra 
by the! Iormer MaIfin bar,*.t o , I t,,,|,,, 1. * it.s, it It 
luater touno that there ntSudi nwoee (it no value or limiteid 

value, approiximaitely $ Ju,ouu will fciv'.. wiated. 
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Discussion - Subpart 715.506 
of the FAR requires unsolicited
 
proposals to be submitted to AID/W for 
review and approval. To

award a contract based on an unsolicited proposal, such a
 
proposal must: (1) be innovative and unique; (2) be
 
independently originated and developed; 
(3) be prepared without
 
Government supervision; (4) include sufficient detail to permit
 
a determination that Government support could be worthwhile and
 
the 	proposed work could benefit the agency's research 
 and
 
development or other Mission responsibilities; and (5) not be
 
an advance proposal for a known agency requirement that can be
 
acquired by competitive methods. If a proposal meets these
 
conditions, kAR subpart 6.302-1 
(a) (2) (i) permits sole-source
 
procurement without competition. A justification for
 
sole-source procurement must be prepared 
and approved by the
 
Assistant Administrator for the Bureau. in addiLion to 
the FAR
 
6.302-I (a) (2) (1) exemption, overseas contracts of $100,000
 
or less are exempted from full and open competition by AIDAR
 
section 706.3u2-70 where such competition would have adverse
 
ettects on foreign aid programs. Offers must, however, be
 
requested trom as many potential offerors as possible and 
a
 
justification for less than full and open competition must be
 
preparea.
 

The Mi.ssion funded tour un.solicited proposals between December 
1985 an April 1987 at a total cost of about $530,000 without 
following the agency procedures which call for AID/W review and 
approval. Further, contract; resulting from these proposals 
were not competed nor were justifications for other than full 
and open competiLtion approved in accoroance with the FAR. In 
orle case, t hoo unf;o I Ic ited pr opo.a I dI d not even meet the 
de! InItion o an unsol icIted propotsal In the FAR and a contract 
was awarded on that criteria even thouqh it m:qht have been 
)ust it Ied on *Tnot wer ba;i s. Det a.I Is of thes, unooli cited 
prop0s., Itaret contLain.d in Fx,, it 1. 

'Ih-	 Mi :;in w,; iiiaw, r,e utf m, oS th. FAR , and AIIAR 
r ti1e, te. . .0 1n tIm .. A I ,-Ar e(, I 1 - ,t iu::,. wl 4 [lit, .0f, 	 t.her 

was *a lit (it 111VO I IVet *, t ill t n I r tiJr ,Liss1onl, r et u," Inti t fit 
I,.ath,.r'i 5! :.hvy : ('(411tiry 2!t," , it ; -,t,it It 

g(i 

l, ]II,' 
st,00tY:.,: ".1:I41,':ed ne1 ft ctfti t Iti l AI ti, .oI I,* I rt,Ir 

t ()Iti I',.W t r v h ' t!tipt o)I1,1 r 1)1 I-() (; A1t .. t ,e r nm r 
D*'II 	t( 11;4 tily We;:.tt e t pf 1,'1 tIea |hUt f]idJi l. -W I 	 Ifoia I, ;lit t11 

1..ii,rt I 	 W1i, wer, eva I 1.lu 11) 1 firo;o .1t, t hots" 1 . 
|it t , t,1 14 !; 


1111 f .11 t ll 1,[11Ne 1 rt to DUI, i 

FLt it 	t i 4 t r I001.CO thileE. t (S0 tM o el 1iOJt a ( f ti I t 1 1 ea 

n v r at te 0 1y t tit Ii ieI of I tAC n f t I Onr ie r 
MI r! o 11 1)14r (,,t ti or ()17 c r j:v 'weI :s I, ih v ovI f I 1i t 



None of the proposals for the above studies demonstrated how
 
the efforts would benefit the Mission. In fact, one of the
 
scopes of work asked that 
the text be kept simple so that it
 
might be translated to the Somalia language if determined to be
 
of any value. There also appeared to be some question as to
 
whetner the Somalia Leather Study would duplicate another study

be.ng done by World Bank. Accordingly if it is later found
 
that these studies were of no or limited value, approximately

$530,000 will have been wasted.
 

In sum, while Agency regulations as w-ll as local implementing

guidance with regard to matters discussed in this report are
 
quite clear, the problems have persisted for a number of years

and still continue- Obviously, some mechanism is needed to
 
ensure that the practices which have been allowed to happen
 
cease. Accordingly, we believe that 
guidance and procedures be
 
prepared for policing and ensuring that Federal and AID
 
regulations are adhered 
 to with regard to USAID/Somalia
 
procurement practices.
 

Recommenuat ion No. 1
 

We reucomehd that the new Director, USAID/Somalia develop
guidance and proce(jure.-; tor policing and ensuring that Federal 
and Al) Acqui.Sition Regulations are adhered to with regard to 
procurement prtictices. 

U.SAID/S om, ltij conments were very re;punsive to the draft 
report . (vero II, they were in agr-ement with the findings and 
recoiTeileOat 1o1. UridIvr the new Dr.ctor, f or the most part,
actionn hve already beenin iti ated to avoio sim lar occurrence 
in the future . We hav," incorporatod till suggqested changes (see
Appenouix 2) with th., except ion ot tho:se relating to salary 
ver itic.:t iot aid ;ecurity clearttces. Whii1. we agree that the 
1TmCha1 c:; 4t pjerturtnroi tLheSe tIMcIIt ON.; i.; time consuming, it 
i:; :t II ri,.c': ry t ha t t htey be per t or r-d . To igre4e otherwise 

W(JU l(j n. Cnrar to Ffedevt a procurt-ment regu lttions­(tit., y 
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Discussion of Unsolicited Proposals
 

(a) Business Regulations Study - The proposal was submitted in
 
March 1985 by IGFC. The objective was to study the laws and
 
regulations governing the licensing and foundation of private

businesses in Somalia. The Mission accepted this as a valid
 
unsolicited proposal and awarded a contract of approximately

$119,509 on December 2, 1985 under FAR 15.5. The proposal 
was
 
not sent to AID/W for review and approval as required by Agency
 
procedures. A review of the contract files showed that a PIO/T
 
had been signed in February 1984 for this same study which was
 
to be done by a firm called Team limited at a cost of $37,500.
 
This firm had been selected from 14 firms which had responded
 
to a USAID/Somalia advertisement but could not carry on the
 
study because of manpower problems. The IGFC proposal was,
 
therefore, not an original idea. 
 It wa& a known agency
 
requirement and not FAR 15.5. The
did qualify under contract
 
price also looks excessive compared to a similar proposal
 
received two years previous but not awarded. Accordingly, it
 
appears that if this contract had been competed there would
 
have been savings to the US Government.
 

b) The Somalia Leather Study - After the award of the Business 
Regulations Study contract in December 1985, IGFC submitted 
another unsolicited proposal on January 5, 1986. This proposal 
was to conduct a study of the Somalia Leather Industry. A 
review of the contract files showed that there appeared to be 
some question as to whether the study would duplicate a similar 
study of Somalia Leather Industry being done by the World 
Bank. This was further supported by the fact that on October 
8, 1986, the Somali Ministry of Industry and Commerce advised 
USAID/Somalia to await the results of the World Bank study to 
avoid duplication. On October 20, 1986, the Deputy Minsion 
Director sent a memo to the project officer stating that there 
was no nevca for the two organizationsi to do the -,ame ntudy and 
requested that IGFC be advised to cearse all 1tort regarding 
the study. 

In retroupect the contracting officer agreed that this proposal 
did not quality an a valid unsolicited proposal. Ilowever, 
because ot hin untamiliarity with the regulationn at that time 
and presaure trom the former Director he went along with it. 
He6 accoroitijly authorized the tudy to commence iri Auquat 1986 
an igi ea the coitr~ct without a |110/1' no Cevi t icition of 
tunds ava1.ila1 y on October do# 198b. The' Mltuion received 
an invoico for $1I4,417 from IGFC on Dees.mbor U, 19U6 which wll 
not paid oy the controlerls offiev tbecaune there -an no PIO/T. 
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The PIO/T was finally prepared on December 17, 1986 but could
 
not get the Somali Government approval. Another PIO/T using

Program Development and Support funds was signed on February

12, 1987. A new Contract for $107,778 (consisting of $30,000
 
plus Sosh 7 million at the then official rate of exchange) was
 
signed on February 23, 1987. The memorandum of negotiation
 
stated that this contract was awarded under AIDAR 706.302-70
 
(the $100,000 mission exception) which was wrong because the
 
cost exceeded $100,000. On February 25, 1987 
 invoice foran 
$107,778 was received from IGFC. 
the former Mission Director but 

This 
was 

invoice was approved by 
never reviewed by the 

project manager. 

(c) Ground Water Study - This proposal was also from IGFC and
 
was received by USAID/Somalia in May 1986. Like the Leather
 
Study the contracting officer felt that it did not meet the
 
criteria for an unsolicited proposals. fie therefore negotiated
 
the contract under AIDAR 706.302-70 which exempts overseas
 
contracts of $100,000 or less from competition. However, no
 
other tirms were solicited to furnish proposals and no
 
justification for less than 
 full and open competition was
 
prepared, Also, a team from the Oftice of Procurement, AID/W,

who were in Somalia in March 1987, had advised the contracting
 
officer to send the water study proposal to Washington before
 
awarding the contract. However, the contracting officer went
 
ahead and awarded the contract for $82,667 (consisting of
 
$63,083 plus 2.49 at the then
Soshs million official rate of
 
exchange) on April 7, 1987 without submitting it to Washington.
 

(d) The DOILCO Retugee Study: - This was the only unsolicited 
proposal that was not from IGFC. It was submitted on July 16,
1985 by DOLCO Incorporation to conduct a study to assess the 
aptitudes and wi 11I ngness ot refugees to pirticipate in 
sett1ernen t ochernes. The )r op ;a I id not specity a unique 
problem nor unique? research que:ition; to be 4itinwEred. Also, it 
U10 not d(iont rSLto , how t ht. propo: ed work would benefit the 
miss ion . 011:one0 th the, 8Cope ol wor ,a:nked D(, CO to 
ident i Iy tLhe problIm:;, thni 111 CorilUI t, t I0i With USAI D/omaIiat 
specity the ro-.;,arch quest lons; to b'o as w rt.1d. A sole source 
juatIL IcAtion war; prepared by the Misinon and a contract for 
$217,204 ti igned on Augun t 13, 1980. 1lh1 Is sole nource 
3unt ificat ion Wa, how-vr , not approved by t.he Anni st ant 
Administrdtor tor Alrici iureau ai: required by AI) Acquinition 
8egu tat iorin. 
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'ZCZCNAmf45 27-0*L-E' rot: 05:14
 
RR RUEKNR CN: 511-3
 
rE RULEMC #7'?M/01 20 ';',:
0?53 rr,Zlsh UUUbU kzpB :
 

.R 190?52Z JUL 87 
iP,AMIMBASSY MOGADISHU
 

TO NUEENR/AMEMBASSY NAIROBI 9013
 
RUEHC/SECSATE bASHDC e90
 

U'JCLAS SECTION 01 CY 02 MOGADISHU 07e75 

AIrAC 

t1AIROBI )OR RIG/A; AID/W FOR SER/OP 

1.0. 12356: N/A
 
SUkJiCT: DRAFT AUDIT OF MANAGEMENT SYSTEMS AND
 
CONrRACTING PROCEDURES - USAID/SOMALIA
 

1. fCLLOVING PARAGRAPh 5 ARE TilT Of' LETTER BEING SY70T
 
TO riR. RICHARD C. THAPET, RIG/A NAIROVI, I1 RESFO4Sr PO
 
SL'bJ!CI DEA'T AUPII. LETTER ALSO CONTAINS ATTAChM,.,NT 
MICH OUTLINES SPECIFIC POINTS OF ERROR OR 

MISINTIRP hIATION OF FACTS FROM MISSION SrANDPOINT. O 
AITACi:rENT IS 'CT RFPF ATrD hFRE bUT EINC FORWADEI hAt IA 
LITTR HIH IOPE TO HAVL HAND-CARRIED ON SUNDAY, JULY 
1o,l1ib TO NAIROPI. TH'SE ARE PROVIDED. TO TRY TO -

IKSURE RECORD AS PMESENTED IN FINAL AUDIT IS CORRECT. 
IISSION OV',dIIALL 1OLS NOT DISPUTE CONCLUSIONS OF AUDIT D -" 
) I IINGS. --­

2. TIXT 4FADS: DEAlt MR. TtAbET, THAN& YOU ?Oil SlnARING 
VI1b lit THE DRA)I AUDIT 0' MANAGItIENT SYSTEMS AND
 
CONTRACTING PROCEDURES - USAID/SOMALIA" WHICH 1EPRESENTS '-

THE RESULTS 0! RIG/A'S LXAMINATION 01 THIS MISSION'S 3 "
 
CONTsRACTING AND PIOCUI(JWENT PROCEDURFS. THE FINDINGS OF!
 
THE AUDIT ARE RLGRITTABLY FOUND TO bi GENERALLY ACCURAT7 --

AND EAVE POINTED OUT THE NEEL) 'C}: CORRECT'V: MEA:UR.S ." -"
 

N-J i THAT SIMILAR SITUATION'S DK :,O? OCCUR I%-T,. 
)UTUEH. ,HIL]' IT IS POSSIBLE IN 5O1-1 INSrANC£S , YRF.v 
10 :F" W'IIkN 1H1 MS 0A. I"N1 1'A'')'INLINGS IOk'S "-
VNT, UP TO vXTZ,'JATNG CIRCUNW.TANC.S, I I: 

.401 KC5SIBL) 10 kMUTEi :"iF 'iI '"ThAT bST.MS fA'0 :. 
" IN'PLAC. VYRE NOT ALWAYS FROPEHL'.' }OLLOr!D. Wit OUL, 

LI.L 10 POINT OUT TAT, WHILE THFYI! bAVE BF1N 
UNIOTUNArILT A NUMi2R OF IN'RACT:ONS CR MISAPPI;CATIC"', * "" 
CO TMT. kULLS AND RECULATIONS, I'1i4 INSTANCM CITEL Apr 

U7 A StALL )rACTICN4 OF T1.1 CO!r!-Ai2 A , , Uf:Ni', 
ACTIONS OVie, tIl'IOC L0 NrlM TAI"%.:D. 
Nl+} l.TNT Ti .'oh, PUT 11:. 0 Cvr'j0,l: . P LV Y, 
AS CONCINJ A5 Tri' AUD)rOHS Tl.:Ar T t , c,1O;, , : 
ML)MI7Th1D 10 OCCUR. 

3. Tl MISSION 'S CONTRACTING A'4D PR(OCUREMENT SYTstli 
AN[ )lING EIAItMIPNE TO SEE WHIRl TEXT CAN I IMPROVID 10 
bLTfLR INUI CONO:NMANC9 WITh 4GINCT AND U.S. 

UNCLASSI.ILD MOGADISHU 079?b/+11 
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INSrRUCTIONS 'FRE GIVEN TO .rIE USDH STAFF BY THI NF"' 
M'IISSION I'IH.CTICR CN JULY 6 '1O THE EFFECT 'THAT (A) NO 
CONTRACTS ARE rO Bi SIGNED OR UNSOLICITED PROPOSALS 
AP'FROVYD 1.IC; DO NOT COMPLY 4ITH riiE FAR AND AIDAN AND 

ISSICN G"PIIF S; (E) NO CONIRACTS 'ILL EF A'"ARDFD 
L'IrhOUT CcrPi.rIPION LXCEPT OFERE WAIVERS ARE ALLOWED 11Y 
REGULAIIONS; (C) ATL CONTRACTING AND PRCCURFMPNl' ACT IONS 
WILL 1L FULLY DOCUMENTED IN THE FILES; (D) NO 
COMMITMENS Of FUNDS WILL BE MADE WITHOUT PRIOR 
CIRTIICAIION OF )UNDS AVAILABILITY BY THE MISSION 
CONTROLLER AND ON THE BASIS OF COMPLITE AND PROPER 
PROJFCT DCGUMENTATION; (E) NO PERSONAL SERVICEt
 
CONTRACTORS WILL BE AUTHORIZED OR MEMITTED TO
 
PA.TICIPAPE IN ANY ASPECT OF CONTRACTING ACTIONS; AND 
() NO COMMITMENT 0F YUNDS IS TO BE GIVEN BY ANY 
UKAUT!'OHiIZED PERSON. IN ADDITION, PROCEDURES ARE TO BE 
FFT'uil ',IICH 'YILL BETTEP ENSURE THAT CONTRACTS AND 
LEASYS ARk AtijNDFD, AS DEEMED WAR ANIED, IN A TIMELY 
iASHlION AND I'PHOUT PERIODS OF LAPSE.
 

4. }UPE'I-F A MISSION 'TASN FORCE HA bEiN ESTABLISHED 
UNDER THI CHAIRMANSHIP 0) THE DEPUTY DRECTOR TO REVIFW 
T11 KISSICN'S ORDERS ON CONTRACTING .ND PROCUREMENT AND 
'1H MISSICN'S MANUAL WRICh COVERS THISE SUBJECT ARFAS 
ANL SiRVEb AS A GUIDI TO FROJECT MANAGERS AND OTHER 
fltqICGN STL 0' ?ROJFCT IMPLEMENTATION. ONCE 
Coilk.'ISED, SIAhi hILL BE b.I1FFFD ON THE RESULTS AND 
Ar,'iISF'r T.AT, HiNCEYORirH, ADHERENCE TO THE PROCEDURES 

Uhri'F ll!iS- "YSTVMS WILL BE CONSIDFRYD AS A FACIOR IN 
PhiOt)0 6A: IATINGS. CONSIDERATION IS ALSO PFING GIVEN 
AS PART Ot rPis }k'FORr TO SENSITIZE SA'F kND GIVE I'.49M 
Ihi A'aFL f.SS ).JDED PY INCLUDING A CONIRACTING/-
PROCUNIMEMNT COURSI FOR APPROPRIATE STAFF AS PART O THE 
61ISSION'S ON-GOING 'MANAGMEMNT StLILS IMPROVEME11T 
IRAIN t,, :k',RT. 

5. A5 MIr!IOJ DIRECTOR, I CONSIDER THE ESTABLISIM}Ear OF 
SCL', tANAG).MFNT PRACIICLS BY lflF MISSION AND ITS 
INDIVIDUAL :111' ?" TO B: ONE 0, MY *.IY O JCTIV{S. T': 
kUVf. 	 SliflS WI'l HiGARI' TO CONT.4ACTI {G aNL- PROCJuiM: NI' 
ii., h:,0,14VE Y PE9SONAL OR"JOING SCHUTINY A',D I iXP*_-L 

INCLASSIFI.D MOGADISLU t#'0705/41 
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TQ bE HELt FULLY ACCOUNTABLE FOR ADdFRINCE OO 'rT 
N}CUIREMENTS )OR SCUND AND FIHICAL COTIRACTiING AND
P4OCUbIMENT PY TVIS MISSION. SIGNED LOIS ?,IChAqDS, 

6. MISSICN WOULD LIE TO SUGG-ST ?HAT RIG/A MAY '"ISH TO 
SChEDULE VISIT IN A YEAR'S TIME TO ASSESS THE
1,01CTIVENESS OF THE MISSION'S EF:'ORTS. 
 WE WOULD ALSOLI&I TO INVITE ThA]ET TO VISIT MOGADISHU SOMETIME INNIT MONTH TO NVIEW WITH NEW DIRECTCR AND STAFk AUDIT 
FINDINGS ANi) GLT HIS VIEWS ON APPROPRIATENESS Of 
SUGGESTFD ACTIONS TO ENSURE INFRACTIONS FOUND ARE NOr 

EPLAILED. 

7. J0R SER/OP, REQUEST ADVICE AS TO WHETHER USAID/-
SOMALIA COULD CONTRACT WITH KNOWLEDGiABLE SOURCE FOR 
PHOPOSFD rRAINING FFFORr. DOES IQC ',ECHANISM EXIST WITH
FIFM P.OVIiING AGENCY'S PIUIODIC 
IBREE DAY CONrFACTINC 
COUPSi? I) NOT, WOULD VELCOME ADVICE AS TO BEST MFANS
 
of ObrAINING F:XPERTISi NLEDED. CHIGLER
 
k T 

UNCLASSIFIEMD MOGADISFU 
 00787b/02
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July 19, 197
 

To: Richard Thabet, RIG/A 

From: Lois Richards, Director, USAID/SomliA -

Subject: Audit of Management Systems and Contracting Procedures -
USAI D/Soma 1ia 

Following are a number of points which we believe should be corrected in
 
the subject audit prior to its finalization.
 

Salary verification - Usual procedure for salar' verification 
involves requf--'tinq *. contractor to complete a Standard lorm 171 or AID 
1420, indicating inter alia previous salary history over a sustained time 
(usually three years). The fact is that from Mogadishu it is virtually 
impossible to actually verify salaries within a reasonable timeframe. We
 
believe, if the audit is to critique the Mission for this (page 8 (e)), a
 

workable procedure should be identified which would have permitted
 
compliance.
 

Pay raises - The Mission takes exception to the use of the 
percentages cited of 20 - 68 per cent (page 6 (f)). Specifically the 
worst case indicated of 68 per cent wa discussed at length with the 
auditors and the file is thoroughly documented. We are not amre what 
the next most excessive per centage ms but would appreciate the 
elimination of this even indirect reference to what we feel to be fully
 
justified rate. 

Security clearances - The audit notes that secur:.ty clearances 
were not obtained in eleven instances (page 8 (g)). We are not aware 
what cases are referred to, but wish to clarify that the rules do not 

require security clearancen for contractors hired for 90 days or leas and 
that non-U.S. a. not given securityc: ,rt, ,'nerally clearances. 
Based on the lint tt,,-Misn:on rec lls seeing, It is our feeling that 

among the eleven instancea only two JJd not fall under the criteria noted 

ahove, 

FSU Contract - The description of the initial PSU contract does 
not pu, ,t into the context whc.' we feel i important. Fir t, the 
Mienton perionn O.o w-ro 4" po-' &! in-. !me contond "flat tni contract 

s not given to left. wifhowe try.nq to identify the t)eist quaitfie 

source among the few possible providers of these services. Thus IGFC was 

not given the contract without competition. Also, it should be 

appreciated that the award of this initial contract occurred when there 
ms no previous euperience In obtaining such services from the Somali 
business comunity. The contractor who wa selected bore heavy up front 
costs and the provisiorn of services involved an element of trial and 
error over an extended oeriod of time. 

http:secur:.ty
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Exhibit I - please indicate on page 2 under section (b)that the
 

3mount of the new contract was '0107,778 (consisting of $30,000 plus
 

the then official :ate of exchange)'. Last sentence
SoShs 7 million ar 

section should read "This invoice was approved by the
of this same 


Mission Director and has never been reviewed by the project manager."
 

Under section (c)in the last sentence, please
Exhibit 1 ­
indicate the Amount of the contract as 0$82,6 (consisting of $63,083
 

plus SoShs 2.49 million at the then official rate of exchange)'.
 

There are other minor points which -ould be noted, but they do not
 

substantively add or detract from the report.
 



APPENDIX 3
 

REPORT 

Director, USAID/Somalii, 


AA/AFR 


AFR/EA/KS 


AFR/CONT 


AA/XA 


XA/PR 


LEG 


GC 


AA/M 


M/FM/ASD 


SAA/S&T 


PPC/CDIE 


IG 


DIG 


IG/PPO 


IC-/LC 


IG/EMS/C&R 


AIG/II 


RIG/II/N 


IG/PSA 


RIG/A/C 


RIG/A/D 


RIG/A/M 

RIG/A/S 

RIG/A/TI
 

RIG/A/W 


RFMC/NaJi robi 

M/SEH/MO 

M/SERI/EuMS
 

REDSO/ESA 

DISTRIBUTION 

5
 

1 

1
 

1 

2
 

1
 

1
 

1
 

2
 

2
 

1
 

3
 

1
 

1
 

2
 

1
 

12
 

1
 

1
 

1
 

1
 

1
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