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UNITED STATES OF AMERICA

AGENCY FOR INTERNATIONAL DEVELOPMENT
REGIONAL INSPECTOR GENERAL/AUDIT

INTORNATIONAL POSTAL ADDRESS

UNITED STATES POSTAL ADDAESS O T eI :
Aro'gir.'gm NAIROS!, KENVA

July 29, 1987

MEMORANDUM FOR DIRECTOR, USAID/Somalia, Lois Richards

FROM: Richard C. Thabet, RIG/A/Nairobi 'V,Quﬁé‘%

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 pcocedures, (2) Federal Acquisition
Regulations (FAR) in the award and administration of contracts,
and (3) requirements concerning the 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 ideatified by the AA/AFR to be included in our
review, Other actions were selected based on leads provided by

mission persunnel, In other cases, seclections were made vased
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 readi.y 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 regqulations as well as local implementing gquidance
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
pPrepared 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 oOf
tunds, 1t is required that all obligations be cleared for funds
availability. Contracts and leases were signed or amended
before funds had been certifiea as a result of involvement by
unauthorized personnel and pressure from the former Mission
Director. Creating liabilities betore availability of funds is
certified could result in obligations which the Mission may be
unable to fulfill.

Discussion - Clearance for funds availability is the mechanism
which adgministratively contrcls Mission funds in order to
prevent a gtatutory violation of the Anti-deficiency Act, 1In
accordance with AID Handbook 1Y, Appendix 1A, Section A5 (4),
the controller is responsible tor 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 <leared 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 tunds certification prior to commitment. Commitments
ranged trom one day to six months prior to certification of
availability of funds. For example, International Group for
Finance ana Consulting (IGFC) was authorized to proceed with a
studay of the Somali leather industry on August 18, 1986. The
contract was later signed on October 28 1986. The Project
Implementation Order/Technical Services (P10/T) was not signed
and funds availability certified wuntil 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
51gning contracts or other commitments without prevalidation of
tunds 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 1n the mail", The contracting officer "took this on faith"
ana sent "a letter ot intent" authorizing IGFC to commence the

study  anda  signed the contract on  October 28, 1986, As
previously indicated, the PIO/T was not siqgned until February
bey, 1987, There was  also a  preblem of making intormal

commitments which were contractual obligations made apparently
on behalt ot the Government by persons who did not have the
authority to make such commitments. For example, one PSC wrote
letters 1nviting poople to Somalia to work as PSC's when PSC's
are not authorized by the requlations to hire other PSC's,

While no violations of the Anti-deticiency Act were nnted,
creating liabtlities betore certification of tundg conntitutes
an administrative violation of USAID fund control proceduren,
This could Jead to a more uertous gsection 3679 (Anti-deficiency
Act) statutory violation,



2. The Award and Administration of Contracts Was Not in
Compliance With Regulations - Federal Procurement Regulations
require that contract files contain various documentation
relating to the award of any contract and the reasonableness of
the contract price,. Some contract files .eviewed 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 wunauthorized
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 Jjustification 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 ls PSC contracts, it was determined that: fa)
no justification for less than full and open competition was
given in 11 cases where positions wer: not announced and there
was no evidence that other persons were considered; (b) there
were no records of neqotiations in 6 cases and in 3 other cases
the records were vaque 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) salary histories were
not wveritied for Y PSCs and the starting =salaries were
questionable; ana (e) security clearances were not obtained in
6 cases. A review of two contracts for provision of materials,
supplies and maintenance personnel tor the USAID/Somalia Field
Support Unit (FSU) showed that the original contract awarded to
International Group for Finance and Consult:ing did not have
evidence that competition was involved in contractor selection,



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 attempts 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 1in 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 project 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 1in outside
consulting fees, 1if possible, to increase the overall fiqure
because AID salaries are based on past salaries. Another PSC
was aavisea to inftlate his salary request by adding extra
days. As a resuvlt ot 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.

Al lowing persons not authorized to make contractual commitments
do so could result 1n inetficient ang uneconomical actions
which could cost AID substantial sums ot money. Only a duly
authorized contracting ofticer may make commitments on behalf
of the U,S. Government in accordance with Federal and AlID

Acquisition Requlations, By continuing to cundone this
practice, the Mission 15 sertously violating basic contracting
principles, andg the ndiviauals 1nvolved may be subject  to

disciplinary action,

3. Unsgolicited Proposals were not Processed in Accordance With
Agency Procedures - The” TFAR tubpart T1NUW06 0 givesn the
conditiona which must be znatintied before the award ot a
contract based on uncolicited proposals,  USAID/Somalta tunded
four proponals which did not meet the conditions required by
FAR., Thia wai cauned by (1) 1gnorance ol pote FAR requirements
reqarding uneolicited propusal: ang (2) excennive ipvolvement
by the former Minston Director 1 these proponals, [t 1t tn
later tound that thene nptudies were of npno value or limited
value, approxtimately $530,000 will) have been wanted,




Discussion - Subpart 715,506 of the FAR requires unsolicited
proposals to be submitted to AID/W ftor 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 prorosal for a known agency requirement that can be
acquired by competitive methods. If a proposal meets these
conditions, FAR 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 tne
Assistant Administrator for the Bureau. In addition to the FAR
6.302-1 (a) (2) (1) exemption, overseas contracts of $100,000
or less are exempted trom tull and open competition by AIDAR
section 706.302-70 where such competition would have adverse
ettects on foreign aid programs, Offers must, however, be
requested trom as many potential offerors as possibie and a
Justitication for less than tull and open competition must be
prepareaq.

The Mission tunded tour unsolicited proposals between December
1985 and April 1987 at a total cost of about $530,000 without
following the agency procedures which call for AID/W review and
approval. Further, contracts resulting from these proposals
were not competed nor were justifications for other than full
ana open competition approved 1n accordance with the FAR. In
one case, the unsolicited proposal did npot even meet the
detinition of an unsolicited proposal i1n the FAR and a contract
was awarded on that criteria even thouqh 1t might have been
justitied on another basig, Detarls of these unsolicited
proposals are contained 1n Exaibit 1,

The Midoton  wWas  dnaware ot some of the  FAR, and  AIDAR
requirerents becadne they &ege ot fecelved in time, Aloo there
wah o oa lot ol anvalverent by the tormer Misnion Director in the
Proucens qy 1, Ubjestiee coultract g, For «-x.-‘:mpiu-, t e Somalla
Leather bStudy wan miqned by the contracting affjcer larqgely
becaune ol prewsure Jrom the tormer Director,  Alno the Lormer
Ditector knew that the st propozal from [GFC it Jed Butneas
Reguiations Study wan not at, oriqinal idea byt he 93d pot tell
thiu tact to thoure  wWho  Were  evaluating  the  proponsal,
Furthermore tne DULCO Helugee Stydy came about as a tesult ol a
dinnet pagty attended by the President of DOLCU and the lor.aer
Mitdton Director ap well as other high leve| ofticials,



None of the proposals for the above studies demonstrated how
the eftorts 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 wi1ll have been wasted.

In sum, while Agency requlations as wuall 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 sti1ll 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,

Recommendyation No. |

We  recommend  that the new Director, USAID/Somalia develop
guidance and procedures tor policing and ensuring that Federal
and AlD Acquisition Regulations are adhered to with regard to
procurement practices,

USAID/Somalia  comments  were  very responsive to the draft
report,  Overall, they were 1n agreement with the findings and
recommenaation, Under  the new Director, for the most part,
actions have already been initiated to avola similar occurrence
1n the tuture, We have incorporated all suggested changes (gaece
Appenaix /) with the exception ot those relating to salary
veritication andg security clearances, While we agree that the
mechanics ol pertorming these tunctions 18 time consuming, it
o st ll o necesosary that they be pertormed,  To aqree otherwige
would be contrary to Fedegpal procurement requlations,
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EXHIBIT 1
Page 1 of 2

Discussion of Unsolicited Proposals

(a) Business Requlations Study - The proposal was submitted in
March 1985 by IGFC. The objective was to study the laws and
regulations gqoverning 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 PIQ/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 wac & known agency
requirement and did not qualify under FAR 15.5. The contract
price also looks excessive compared to a similar proposal
received two years previous but not awarded. hAccordingly, 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 bty the World
Bank. This was further supported by the fact that on October
8, 1Y86, the Somali Ministry of Industry and Commerce advised
USAID/Somaljia to awailt the results of the World Bank study to
avoid duplication, On October 20, 1986, the Deputy Mission
Director sent a memo to the project officer stating that there
Was no ncea for the two orqgantzations to do the same study and
requested that [GFC be advised to ccase all efforts reqgarding
the study,

In retronpect the contracting ofticer agreed that thio proposal
did not quality as a valid unsolicited proposnal, However,
because ot hig untamiliarity with the reqgulationn at that time
and pressure trom the former Dircctor he went along with it,
He accoraingly authortzed the atudy to commence tn Augunt 1986
and ai1gnea the contract without a PIO/T and cegtitication of
tunds avatlabilivy on October 28, 1986, The Mitsion recejved
an invoice tor $124,417 trom IGFC on Decembers ¥, 1940 which waa
not paiad by the controller's office hecaune there was no PI1O/T,



EXHIBIT 1
Page 2 of 2

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 an invoice for
$107,778 was received from IGFC. This invoice was approved by
the former Mission Director but was 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
Stugy the contracting officer telt that it did not meet the
criteria for an unsolicited proposals. He 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. Aiso, a team from the Ottice 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 Soshs 2.4Y million at the then official rate of
nxchange) on April 7, 1987 without submitting it to Washington.,

(d) The DOLCO Retugee Study: - This was the only unsolicited
proposal that was not trom IGFC. It was submitted on July 16,
1985 by DOLCO Incorporation to conduct a study to assess the
aptitudes and willingness ot refugees to participate f{n
gettlement cchemes, The proposal a1d not upecity a unique
problem nor unique research questions to be answered, Also, it
dia not demonstrate how the proposed work would benefit the
migsion, Phate one ot the sccope of work asked DOLCO to
identity the problems, then in consultation with USAID/Somalia,
specity the rescarch questions to be answered, A sole gource
justitication wan prepared by the Mission and a contract for
$217,204 siqgned  on  Auqunt 13, Y80, This  aole nource
justification was, however, not approved by the Ansistant
Administrator for Atrica HBureau an required by AlD Acquimition
Requlations,
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AITAC
NAIROBI :0R RIG/A; AID/¥ FOR SER/GP

E.O0. 12356: N/A
SYULJLCT: DRAFT AUDIT OF MANAGEMENT SYSTEMS AND
CONTRACTING PROCEDURES - USAID/SOMALIA

1. FCLLOVING PARAGRAPLS ARE TzXT OF LEZTTZR BEING SINT
TO #R. RICHARD C. THAPET, RIG/A NAIROII, IW RESFONSF 1O
SUbJECT I'RAFT AUDIT. LETTER ALSO CONTAINS ATTACHMENT

WBICH OUTLINES SPECIFIC PCINTS OF ERROR OR pﬂoqr

MISINTERPheTATION OF FACTS FROM MISSION STANDPOINT.
ATTACLNMENT IS NCT RFPEATTD nfRE bUT FEING FOAWAPDE. »I7a

LETIRR WHICH HOPE TO HAVL HAND-CARRIED ON SUNDAY, JULY T
1+, 1587 TO NAIRORI. TEESE ARE PHOVIDED TO TRY TC DIN
EASUKRL RECORD AS PRESENTED IN FINAL AUDIT IS CORRECT. DI

W ISSION OVENALL I'OLS NOT DISPUTE CONCLUSIONS OF AULIT
PIMINGS.

, .
2. TEIT AFADS: DEAR MR. TFABET, THANa YOU FOR SHARING o
¥115 ME TRE DNAM1 AUDIT OF MANAGIMENT SYSTEMS AND PO~
CONTRACT INC PROCFDURES - USAID/SOMALIA™ WHICB REPRESENTS 100
TEE RESULIS OF RIG/A’S EXAMINATION O} THIS MISSION’S Wb
CONTRACTING AND PROCUKKMENT PROCEDURTS. TBE FINDINGS OF T3 —]
THE AUDIT ARL REGRETTABLY FOUND TO ki GENFRALLY ACCURATS Pl
AND EAVE FOINTED OUT THE NEED FCK CORRECT'VI MEASUKES 10 SOR
EN:JAE THAT SIMILAR SITUATIONS DG %0T OCCUR IN THF Tt
YUTUKE. oKILE IT IS POSSIBLE IN SOMi INSTANCES TO RLFLY e
10 TEZ FINLINGS WITH THE MISSION’S OsN INTFRPLFTATION o 300
EVeNTS OF KEPFRENCY TO EXTINUATING CIRCUNSTANCLS, IT 1o

NOT FCSSTLELYF 10 PRAUTE THAT JO8F LISTIMS WlICE HAVE fil.
IN PLACY Y'RE NOT ALWAYS FROPERL. YOLLOWED, ¥Z SOULD
LILL 10 POINT OUT THAT, WHILE TRYWE RAVE MEIEN
UNFORTUNATELY A NUMBER OF INFRACTONS CR MISAPPLICATICME
Cr THz KULeS AND NAGULATIONS, THE INSTANC!L CITED APT
EUT A SHALL REACTICN OF THE CONTHALY AL rdCCUKZ™EN®
ACTIONS OVia TA: TIME PRKIOD SIAMINTD,  TPLY DO NOT
MerMETONT TdAL NGRE, BUT T0E RXCEPTIONS,  pOeLVEN, U°
AS CONCEEN? O AS Tak AULDITONS THATD Tee «aACieTIONS 80T
FLEMITIND 10 OCCUR.

3. THe MISSION’S CONTRACTING AD PAUCUREMENT SYSTINS
AT JIING EXANINED YO SEE WHARE TEEY CAN LE IMPROVED 70
BLTPER EN3SUME CONTOItMANCE VWITH AGENCY AND U.S.

UNCLASSI.IED MOGADISBU we78975/91
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GOVERNNENT RULES AN REGULATIONS ON CONTRACTING  ALSO, Page 7 oF 3

INSTRUCTIONS WFRE GIVEN TO .'KE USDH STAFF BY THE NFWV
MISSION LIRFCTCR CN JULY 6 10 THE EFFECT THAT (A) NO
CONTKACTS ARE 0 Ba SIGNED OR UNSOLICITED PROPOSALS
APFROVEL WwICE DO NOT COMPLY WITH THE FAR AND AIDAR AND
MISSICN GHUILTLIN:S; (EF) NO CONTRACTS WILL £F AWARDED
WITHOUT CUNPRTITION EXCYXPT WHFRE WAIVERS ARE ALLOWLD uY
REGULATIONS; (C) ALL CONTRACTING AND PRCCURFMENT ACTIONS
wILL ¥E FULLY DOCUMENTED IN THE FILES; (D) NO
COMMITMENTS OF FUNDS WILL B2z MADE % ITHOUT PRIOR
CERTIFICATION OF FUNDS AVAILABILITY BY THE MISSION
CONTROLLER AND ON THE BASIS OF COMPLETE AND PROPER
PRCJFECT DCCUMENTATION; (E) NO PFRSONAL SERVICES
CONTRACTORS WILL BE AUTHOKIZZD OR 2ERMITTED TO
PARTICIPATE IN ANY ASPECT OF CONTRACTING ACTIONS; AND
(¥) NO COMMITMENT OF PUNDS IS TO BE GIVEN BY ANY
UNAUTVYOKIZED PERSON. IN ADDITION, PROCEDURES ARE TO BE
SFT u? wHICH WILL EETTER ENSURE THAT CONTRACTS AND
LEASFS ARE AMENDED, AS DEEMED WAR ANTED, IN A TIMELY
PASHION AND WITHOUT PFRIODS OF LAPSE.

4, rUPTHZIF A MISSION TASs FORCE HA BEEN ESTABLISHED
UNDEK THe CEAIRMANSHIP OF THE DEPUTY DRECTOR TO REVIEW
THE MISSICN’S ORDERS ON CONTRACTING IND PROCUREMENT AND
THE MISSICN’S MANUAL WBICh COVERS THESE SUBJECT ARFAS
ANL SERVES AS A GUIDE TO FROJECT MANAGERS AND OTHER
MISSION STAYFF ON PROJEICT IMPLEMENTATION. ONCE
compl:=1%D, STArr wILL BE BRIFFFD ON THE RESULTS AND
ACYISYD THAT, HINCErORTH, ADJERENCE TO THE PROCEDURZS

UNC#FE THLSE UYSTYMS WILL BE CONSIDYRZD AS A FACT0R IN
PLWPORMANCE KATINGS. CONSIDERATION 1S ALSO PFING GIVEN
AS PART Of THIS }FFORT TO SENSITIZE STAFF AND GIVE THIM
Tht AWAFLNESS NRFLED BY INCLUDING A CONIRACTING/-
PROCUNEMENT COURSE FOR APPROPRIATE STAFF AS PART OF THE
MISSION'S ON-GOING MANAGFMENT SLILLS IMPROVEMENT
IRAINING sFEORT.

Do AS MIZOION DIRECTOR, 1 CONSIDER TUE ESTABLISHMENT OF
SCUND MANAGEMENT PRACTICLS BY THE MISSION AND ITYH
INDIVIDUAL “EM¥ERY TO BE ONT O} MY +EY OFJECTIVES, THE
ABOVE STPFS W1TL REGARDE TO CONTAACTING *ND PROCUHIMIWT
sfbe heCRIVE MY FERSONAL ONSOING SCAUTINY AND 1 EXPICH

UNCLASSL¥FIRD MOGADISLU w?E75/M
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1O BE HELT FULLY ACCOUNTABLE FOR ADUFREINCE PO THF
KECUTREMENTS FOK SCUND AND ETHICAL CONTHACTING AND
PROCUKEMENT PY TEIS MISSION. SIGNED LOIS AICHARDS,
LIhIC10K, |

6. MISSICN YOULD LIAE TO SUGG:ST THAT RIG/A MAY VISH TO
SCHEDULE VISIT IN A YFAR’S TIME TO ASSESS THE
ZrFLCTIVENESS OF THE MISSION’S EFFORTS. WE WOULD ALSO
LISE TO INVITE THABET TO VISIT MOGADISHU SOMETIME IV
NIXT MONTH TO KEVIEW WITH Ni®¥ DIRECTCR AND STAFF AUDIT
PINDINGS AND GET HIS VIEWS ON APPROPRIATENESS OF
SUGGEZSTFD ACTIONS TO ENSURE INFRACTIONS FOUND ARE WOT

REPEATED.

?. FOR SER/0P, REQUEST ADVICE AS TO WHETHER USAID/-
SOMALIA COULD CONTRACT WITH KNOWLEDGEABLE SCUKCE FCR
PROPOSFD "RAINING FFFORT. DOES IQC MECHANISM ZXIST WITH
PIEM PRKOVILING AGENCY’S P¥RIODIC THREE DAY CONTRACTING
COURSE? IF NOT, WOULD YELCOME ADVICF AS TO BEST MZANS
Or OBLAINING EXPERTISE NEEDED. CHIGLER

ET

#7875

NINN

UNCLASSIFIZD MOGALISEU 207875/02

o
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Page 1 of 2
July 19, 1937
To: Richard Thabet, RIG/A
s
From: Lois Richards, Director, USAID/Somnlia_;ﬂL
Subject: Audit of Management Systems and Contracting Procedures -

’ USAID/Somalia

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' verifization
involves requesting » contractor to complete a Standard Zform 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, 1f 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 Missjion takes exception to the use of the
percentages cited of 20 - 68 per cent (page 8 (f)), Specifically the
worst case indicated of 68 per cent was discussed at length with the
auditors and the file is thoroughly documented. We are not aware wvhat
the next most excessive per centage was 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
<ere not optained i1n eleven instances (page 8 (g)). We are not awvare
what cases are referred to, but wish to clarify that the rules do not
require security clearances for contractora hired for 90 days or less and
that non=U.S. cititens ate not generally qiven security clearances,

Bagsed on the lint trhe Misnion recalls seeing, It is our feeling that
among the eleven inatances only two d:d not fall under the criteria noted
ahove,

PSU Contract - The description of the initial PSU contract does
not pu’ it into the context which we feel 1e important, First, the
Migaion pf-tsonrwl O anfe 3 pOS’ 4t the t1mMme contend *hat the contracet
Wis NOt qiven to IGFL without trying to itdentify the bear qualified
gource among the {ev poasible 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 vhen there
WS NO previous experience in obtaining such services from the Somall
business community. The contractor wvho vas selected bore heavy up front
costs and the provisior of services involved an element of trial and
error over an extended period of time.,
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Exhibit ] - Please indicate on page 2 under section {b) that %he
amount of the new contract was 't107,778 (consisting of ’J0,000 plus
Soshs 7 million at the then official zate of exchange)®. last sentence
of this same section should read °*This invoice was approved by the
Mission Director and has never been reviewed by the project manager."®

Exhibit 1 - Under section (c) in the last sontence, please

indicate the amount of the contract as *$82,6&7 (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.



Director, USAID/Somaliec
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