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1. PURPOSE 

T h i s  Notice d e s c r i b e s  t he  r e s p o n s i b i l i t i e s  of t he  Agency and 
Bureau Follow-up O f f i c i a l s ,  t h e  O f f i c e  of t h e  I n spec to r  
General ,  and t h e  Agency's management o f f i c i a l s  i n  
e s t a b l i s h i n g  procedures  fo r  follow-up a c t i o n s  on f i n d i n g s  
and recommendations of a u d i t  r e p o r t s .  These r ev i sed  
procedures  a r e  designed t o  ensure  compliance w i t h  Pub l i c  Law 
96-304, t h e  Supplemental Appropr ia t ion and ~ e s c i s s i o n  Act of 
1980; p u b l i c  Laws 95-452 and 96-452, In spec to r  General  A c t  - 
of 1978; Pub l i c  Law 100-504, t h e  Inspec tor  General A c t  
Amendments of 1988; and O f f i c e  of Management and Budget 
C i r c u l a r  A-50, ~ u d i t  Follow-up. 

T h i s  Notice a p p l i e s  t o  a l l  a u d i t  f i n d i n g s  and 
recommendations con ta ined  i n  a u d i t  r e p o r t s  i s sued  by or  
under t h e  ausp i ce s  of t h e  Inspec tor  General ,  o r  t h e  General  
~ c c o u n t i n g  Off ice ,  except  t hose  a p p l i c a b l e  t o  c o n t r a c t  p r i c e  
p roposa l s .  Audits  i nc lude  e x t e r n a l  a u d i t s  of c o n t r a c t s  o r  
g r a n t s  and i n t e r n a l  a u d i t s  of A . 1 . D .  programs. 

2. SCOPE 

These p o l i c i e s  and procedures  a r e  a p p l i c a b l e  throughout t h e  
Agency. 

3. BACKGROUND 

Pub l i c  Law 96-304, t h e  Supplemental Appropr ia t ion and 
Resc i ss ion  A c t  of 1980, w h i c h  was e f f e c t i v e  on J u l y  8 ,  1980, 
r e q u i r e s  t h a t  a u d i t s  invo lv ing  ques t ioned  expend i tu re s  
a r i s i n g  a f t e r  October 9, 1980, s h a l l  be reso lved  w i t h i n  6 
months of completing t h e  f i n a l  a u d i t  r e p o r t .  

House Report No. 97-279, i s sued  October 20, 1981, by t h e  
Committee on Government Operat ions  recommends t h a t  a l l  
a u d i t s  w i t h  r epo r t ed  € i n d i n q s  o r  recommendations ( n o t  j u s t  
those  invo lv ing  ques t ioned  expend i tu re s )  be included i n  
agency t r a c k i n g  and c o n t r o l  systems and e l e v a t e d  f o r  
r e s o l u t i o n  when t h e r e  a r e  d e l a y s  o r  d isagreements  between 
a u d i t o r s  and program o f f i c i a l s .  

Publ ic  Law 100-504, t h e  Inspec tor  General A c t  Amendments of 
1988, r e q u i r e s  agency heads t o  r e p o r t  t o  t h e  Congress t h e  
completion s t a t u s  of a l l  open a u d i t  recommendations over 1 
year o l d ;  t h a t  is, a l l  r e so lved  recommendations where 
c o r r e c t i v e  a c t i o n s  had not been completed w i t h i n  1 year  from 
t h e  d a t e  of r e s o l u t i o n .  



O f f i c e  of Management and Budget (OBM) C i r c u l a r  No. A-50, 
Audit Follow-up, r ev i s ed  ~epEember 29, 1982, r e q u i r e s  t h a t  
each agency e s t a b l i s h  systems t o  a s s u r e  t h e  prompt and 
proper r e s o l u t i o n  and implementat ion of a u d i t  
recommendations. I t  s p e c i f i e s  t h e  r o l e  of t h e  de s igna t ed  
follow-up o f f i c i a l  and s t r e n g t h e n s  t h e  procedures  f o r  
r e s o l u t i o n  of a u d i t  f i n d i n g s  and c o r r e c t i v e  a c t i o n  on 
recommendations con ta ined  i n  a u d i t  r e p o r t s  i s sued  by t h e  
I n spec to r  General ,  t h e  General  Accounting O f f i c e ,  and o t h e r  
a u d i t  o r g a n i z a t i o n s .  

Follow-up i s  a  con t inuous  p roces s  t o  ensu re  t h a t  prompt and 
r e spons ive  a c t i o n  i s  taken on f i n d i n g s  and recommendations 
con t a ined  i n  f i n a l  r e p o r t s .  The system of follow-up c o n t r o l  
s t a r t s  when t h e  f i n a l  r e p o r t  i s  i s sued  and con t inues  u n t i l  
a l l  t h e  f i n d i n g s  have been reso lved  and c o r r e c t i v e  a c t i o n s  
completed.  

4 .  DEFINITIONS 

A U D I T  REPORT: T h i s  term r e f e r s  t o  e i t h e r  a  d r a f t  o r  f i n a l  
r e p o r t .  A d r a f t  r e p o r t  c o n t a i n s  draEt  f i n d i n g s  and 
recommendations which may be changed o r  omi t t ed  i n  t h e  f i n a l  
r e p o r t .  A f i n a l  r e p o r t  c o n t a i n s  t he  f i n a l  f i n d i n g s ,  
recommendations and,  t o  t h e  e x t e n t  p o s s i b l e ,  t h e  comments 
and a c t i o n s  taken or  planned by t h e  management o f f i c i a l .  
A u d i t  r e p o r t s  i nc lude  a u d i t s  made by t h e  In spec to r  General ,  
e x t e r n a l  a u d i t s  made by p r i v a t e  account ing  f i r m s  or  
c o n t r a c t o r s  and c e r t i f i e d  by t he  In spec to r  General ,  a u d i t s  
made by o t h e r  Government agenc i e s  s u c h  a s  Heal th  and Human 
S e r v i c e s  and Defense Cont rac t  A u d i t  Agency, and a u d i t s  made 
by t h e  General  ~ c c o u n t i n g  O f f i c e .  

AGENCY FOLLOW-UP OFFICIAL: The Agency Follow-up O f f i c i a l  is 
t h e  ~ s s i s t a n t  t o  t h e  Admin is t ra to r ,  Bureau f o r  Personne l  and 
F i n a n c i a l  Management. 

BUREAU FOLLOW-UP OFFICIAL:  A s s i s t a n t  Admin i s t r a to r s  s h a l l  
c s  i n  each Bureau. The A s s i s t a n t  
Admin is t ra to r  may d e s i g n a t e  ano ther  Bureau o f f i c i a l  t o  
a s s i s t  i n  f u l f i l l i n g  t h i s  r e s p o n s i b i l i t y .  T h e  Bureau 
Follow-up O f f i c i a l  s h a l l  be t h e  s i n g l e  p o i n t  of c o n t a c t  
appoin ted  by t h e  A s s i s t a n t  Admin is t ra to r  i n  each Bureau and 
s h a l l  be t h e  c o u n t e r p a r t  t o  t h e  Agency Follow-up O f f i c i a l .  

INDEPENDENT OFFICE FOLLOW-UP OFFICIAL r Heads of independent  
o f f i c e s  s h a l l  be t h e  follow-up o f f i c i a l s  i n  each O f f i c e .  
The head of an independent  o f f i c e  may d e s i g n a t e  ano ther  
o f f i c i a l  t o  a s s i s t  i n  f u l f i l l i n g  t h i s  r e s p o n s i b i l i t y .  The 



independent o f f i c e  Follow-up O f f i c i a l  s h a l l  be t h e  s i n g l e  
po in t  of con tac t  appointed by t h e  head of an independent 
o f f i c e  and s h a l l  be t he  o f f i c e ' s  coun te rpa r t  t o  t h e  Agency 
Follow-up O f f i c i a l .  Funct ions  a r e  analogous w i t h  t hose  of 
t he  Bureau Follow-up O f f i c i a l .  

MISSION FOLLOW-UP O F F I C I A L :  Mission Di rec to r s  s h a l l  be t h e  
~ o l l o w - u p  O f f i c i a l  a t  t he  Mission l e v e l .  The Mission - 
Direc tor  may des igna t e  another  Mission o f f i c i a l  t o  a s s i s t  i n  
f u l f i l l i n g  t h i s  r e s p o n s i b i l i t y .  The Mission Follow-up 
O f f i c i a l  has the  primary r e s p o n s i b i l i t y  t o  ensure  an 
e f f e c t i v e  follow-up system i n  t he  r e s p e c t i v e  Mission, and t o  
provide t h i s  informat ion t o  the  Bureau Follow-up O f f i c i a l .  

MANAGEMENT ACTION OFFICIAL: A Management Action O f f i c i a l  i s  
e i t h e r  the  o f f i c i a l  t o  whom t h e  a u d i t  r e p o r t  i s  addressed,  
o r  t h e  Agency head who i s  u l t i m a t e l y  r e spons ib l e  f o r  t h e  - 

program or  a c t i v i t y  being aud i t ed .  The management o f f i c i a l  
has primary r e s p o n s i b i l i t y  f o r  ensur ing  t h e  implementation 
of c o r r e c t i v e  a c t i o n s .  

RESOLVED RECOMMENDATIONS: For most a u d i t s ,  recommendations 
a r e  resolved a t  t h e  t ime t h a t  t he  management o f f i c i a l  and 
the  Inspec tor  General ag ree  on the  a c t i o n  t o  be taken on 
repor ted  f i n d i n g s  and recommendations. In  t he  event  of 
disagreement,  a u d i t  r e s o l u t i o n  occurs  when the  Agency 
Follow-up O f f i c i a l  determines t h e  matter  t o  be reso lved .  I n  
some in s t ances ,  however, d isagreements  may r e q u i r e  
r e s o l u t i o n  by the  Adminis t ra tor .  A recommendation may be 
considered resolved d e s p i t e  t he  r i g h t  of persons  o u t s i d e  t h e  
Agency t o  n e g o t i a t e ,  appea l ,  or  l i t i g a t e .  Agreement on a  
f i n d i n g  by p a r t i e s  o u t s i d e  the  Government n e i t h e r  precludes  
f u r t h e r  cons ide ra t ion  of i s s u e s  i n  t he  f i n d i n g  by Agency 
management, nor is  s u c h  agreement-. t o  be considered 
r e s o l u t i o n  of t h e  i s s u e s .  

CLOSED RECOMMENDA1rIONS: Recommendations a r e  c losed  when the  
c o r r e c t i v e  a c t i o n s  a r e  s a t i s f a c t o r i l y  accomplished, 
i nc lud ing  the  recovery of t he  unsupported p o r t i o n  of 
ques t ioned  c o s t s ,  s u b s t a n t i a t i o n  of unsupported c o s t s ,  o r  
management a c t i o n  t o  implement the  management e f f i c i e n c y .  
A s  p a r t  of t h e  c lose-out  p rocess ,  Bureaus and independent 
O f f i c e s  s h a l l  document t he  completion of c o r r e c t i v e  a c t i o n s  
and s h a l l  adv i se  the  Inspec tor  General t h a t  completion has 
i n  f a c t  been s a t i s f a c t o r i l y  accomplished. 

TYPES OF AUDIT FINDINGS: The types  of f i n d i n g s  contained i n  
t he  Inspec tor  Gene ra l ' s  and o ther  a u d i t  r e p o r t s  may be 
c l a s s i f i e d  a s  fo l lows:  



(1)  Q u e s t i o n e d  C o s t s  F ind ing :  These  f i n d i n g s  
i d e n t i f y  c o s t s  which t h e  a u l E t o r  c o n s i d e r s  t o  be 
p o t e n t i a l l y  u n a l l o w a b l e  because  of  t h e  f o l l o w i n g :  
( a )  an a l l e g e d  v i o l a t i o n  of  a  p r o v i s i o n  of  a  law,  
r e g u l a t i o n ,  c o n t r a c t ,  g r a n t ,  c o o p e r a t i v e  ay reemen t ,  
o t h e r  agreement  o r  document. g o v e r n i n g  t h e  e x p e n d i t u r e  
of f u n d s ;  ( b )  a  f ind i r iq  t h d t ,  a t  t h e  t ime  of a u d i t ,  
s u c h  c o s t  was no t  s u p p o r t e d  by a d e q u a t e  
documen ta t ion ;  o r  ( c )  a  E j  ndincj thal: t h e  e x p e n d i t u r e  
o f  f u n d s  f o r  t h e  intencled pu rpose  may h e  u n n e c e s s a r y  
o r  u n r e a s o n a b l e .  

( 2 )  Management E f f i c i e n c y  F i n d i n g :  These  f i n d i n g s  
i d e n t i f y  c o s t  a v o i d a n c e s  w h i c h  i n c l u d e  r e d u c t i o n s  o r  
e l i m i n a t i o n s  of  payments ,  c o s t s ,  o r  expenses  Lhat 
would have been made o r  i n c u r r e d  by t h e  F e d e r a l  
Government. E s t i m a t e s  r a t h e r  t h a n  p r e c i s e  
d e t e r m i n a t i o n s  may be u s e d  f o r  t h e s e  f i n d i n g s  . T h i s  
c a t e g o r y  a l s o  i n c l u d e s  s a v i n g s  from s u c h  items a s  
reprogramming o r  r e c a p t u r e  of u n l i q u i d a t e d  
o b l i g a t i o n s ,  and more ttEfec:tive c o n t r a c k  n e g o t i a t i o n s .  

( 3 )  P r o c e d u r a l  o r  I n t e r n a l  C o n t r o l  F ind ing :  These  -- T f i n d i n g s  i d e n t i f y  a  weLlknes:; o r  breakdown l n  
p r o c e d u r e s  o r  i n t e r n a l  c o n t r o l s .  The f i n d i n g s  
i n c l u d e  recommendat ions f o r  making A . T . D .  programs 
and o p e r a t i o n s  more e f c e c t i v e .  I n  mdny i n s t a n c e s ,  
t h e s e  f i n d i n g s  a r e  more s i g n i f i c a n t  i n  t e rms  of 
l ong- range  impact  t h a n  c o s t  r e c o v e r i e s .  T h e  
I n s p e c t o r  Genera l  a u d i t  r e p o r t s  s h a l l  i n d i c a t e  w h i c h  
of t h e s e  f i n d i n g s  meet t h e  c r i t e r i a  f o r  m a t e r i a l i t y ,  
i n  c o n n e c t i o n  w i t h  r e p o r t i n g  p u r s u a n t  t o  t h e  F e d e r a l  
Managers '  ~ i n a n c i a l  I n t e g r i t y  A c t .  

( 4 )  Unsupported C o s t s  F i n d i n g :  These  f i n d i n g s  
i d e n t i f y  c o s t s  f o r  which t h e  a u d i t o r ,  a t  t h e  time of  
t h e  a u d i t ,  i s  u n a b l e  t o  g a t h e r  s u f f i c i e n t ,  compe ten t ,  
o r  r e l e v a n t  e v i d e n c e  t o  d e t e r m i n e  t h e i r  
a l l o w a b i l i t y .  Examples of these c o s t s  a r e  u n a u d i t e d  
t h i r d  p a r t y  c o n t r a c t s  o r  c o s t s  unsuppor t ed  by 
a d e q u a t e  documen ta t ion .  The a u d i t  fo l low-up p r o c e s s  
w i l l  a s s u r e  t h e  r ecove ry  of unsuppor t ed  c o s t s  i f  t h e  
c o s t  c a n n o t  be documented w i t h i n  a  r e a s o n a b l e  p e r i o d  
of time, a s  a g r e e d  upon by t h e  I n s p e c t o r  Genera l  and 
management. 

SPECIAL DEFINITIONS: S p e c i a l  d e f i n i t i o n s  a r e  t o  be used i n  
s emiannua l  r e p o r t s  r e q u i r e d  by Congress  p u r s u a n t  t o  P u b l i c  
Law 100-504. S p e c i a l  d e f i n i t i o n s  a r e :  



(1) Disallowed c o s t :  T h i s  term means a  ques t ioned  
c o s t  t h a t  management, i n  a  management d e c i s i o n ,  has  
s u s t a i n e d  and agreed should  not  be charged t o  t h e  
Government. 

( 2 )  Recommendation t h a t  funds be pu t  t o  a  b e t t e r  
use:  T h i s  term i s  synonymous w i t h  "Management 
m i c i e n c y  Finding"  and means a  recommendation by t h e  
In spec to r  General  t h a t  funds  could  be used more 
e f f i c i e n t l y  i f  management took a c t i o n  t o  implement 
and complete t h e  recommendation, i nc lud ing :  

( 2 a )  Reduction i n  o u t l a y s ;  

( 2 b )  Deobl igat ion of funds from programs o r  
o p e r a t i o n s ;  

(2c)  Withdrawal of i n t e r e s t  subs idy  c o s t s  on 
loans ,  loan gua ran t ee s ,  i n su rance ,  o r  bonds; 

( 2 d )  Cos t s  not i ncu r r ed  by implementing 
recommended o p e r a t i o n a l  improvements; 

( 2 e )  Avoidance of unnecessary expend i tu r e s  
noted i n  preaward reviews of c o n t r a c t s  o r  g r a n t  
agreements;  

( 2 f )  Any o t h e r  s av ings  w h i c h  can be 
s p e c i f i c a l l y  i d e n t i f i e d .  

( 3 )  Management Decision:  T h i s  term means t h e  
e v a l u a t i o n  by t h e  r e spons ib l e  Agency  management o f f i c i a l  of 
t h e  Eindings and recommendations included i n  t h e  In spec to r  
G e n e r a l ' s  a u d i t  r e p o r t  and the  i s suance  of a  f i n a l  d e c i s i o n  
by management concerning i t : ;  response t o  s u c h  f i n d i n g s  and 
recommendat ions ,  i nc lud ing  i ~ p p r o p r i a t e  c o r r e c t i v e  a c t i o n s ,  
o r  a s t a tement  w i t h  suppo r t i ng  reasons  a s  t o  why no a c t i o n  
is  cons idered  necessa ry .  

( 4 )  F ina l  ~ c t i o n :  T h i s  term means t h e  complet ion of 
a l l  a c t i o n s  t h a t  management has conclulled a r e  necessa ry  w i t h  
r e spec t  t o  t he  f i n d i n g s  and recommendations i n  t h e  In spec to r  
General  a u d i t  r e p o r t .  I f  management concludes  no a c t i o n  i s  
necessa ry ,  f i n a l  a c t i o n  occu r s  when a  management d e c i s i o n  
has  been made t h a t  no a c t i o o  is  necessa ry .  

5. POLICY 

Audit follow-up is an i n t e g r a l  p a r t  of good management and 
is n shared  r e s p o n s i b i l i t y  of management o f f i c i a l s  and t h e  
In spec to r  General .  C o r r e c t i v e  d c t i o n  by management 



o f f i c i a l s  on resolved f i n d i n g s  and recommendations is  
e s s e n t i a l  t o  improve t h e  e f f e c t i v e n e s s  and e f f i c i e n c y  of t he  
Agency's ope ra t ions .  The Ass i s t an t  Adminis t ra tor  i n  each 
Bureau, and the  Di rec tor  of each independent o f f i c e  s h a l l  
a s s ign  t h e  necessary r e s p o n s i b i l i t i e s  and resources ,  and 
e s t a b l i s h  a  p rocess  t o  a s su re  prompt responses  t o  a u d i t  
r e p o r t s  and proper r e s o l u t i o n  and implementation of a u d i t  
recommendations. These processes  s h a l l  provide a complete 
record of a c t i o n s  taken on both monetary and non-monetary 
f i n d i n g s  and recommendations. T h i s  record m u s t  be provided 
t o  t h e  Adminis t ra tor  and the  Agency Follow-up O f f i c i a l  i n  a 
t imely  and uniform manner i n  order  t h a t  the Agency may meet 
informat ion and r e p o r t i n g  requirements .  I t  is  A . I . D .  ' s  
p o l i c y  t h a t  a l l  f i n d i n g s  contained i n  a  f i n a l  a u d i t  r e p o r t  
be reso lved  w i t h i n  s i x  months a f t e r  t h e  r e p o r t  i ssuance 
d a t e .  Fu r the r ,  i t  i s  A . I . D . ' s  p o l i c y  t h a t  c o r r e c t i v e  
a c t i o n s  on resolved a u d i t  f i n d i n g s  w i l l  be completed a s  
qu ick ly  a s  p o s s i b l e  i n  accordance w i t h  t h e  management 
o f f i c i a l ' s  commitment, and repor ted  t o  the  Inspec tor  General 
upon completion.  A r easonable  e f F o r t  s h a l l  be made t o  
complete c o r r e c t i v e  a c t i o n s  w i t h i n  one year from a u d i t  
r e s o l u t i o n .  

6 .  RESPONSIBILITIES OF THE AGENCY FOLLOW-UP O F F I C I A L  

Designation of t he  Agency Follow-up OfEiciaL. The Agency 
Follow-up O f f i c i a l  has been designated by the  Adminis t ra tor  
a s  having r e s p o n s i b i l i t y  f o r  the  Agency's follow-up system 
and f o r  ensur ing t h a t  t h i s  system is given a  high p r i o r i t y .  
The func t ion  inc ludes  o v e r s i g h t ,  r e p o r t i n g ,  e s t a b l i s h i n g  
Agency po l i cy ,  and a c t i v e  involvement i n  a l l  a s p e c t s  of t he  
follow-up process .  

a .  Assuring Compliance w i t h  t he  Off ice  of Management 
and Budget 's  (OMB) C i r cu l a r  A-50: The Agency Follow-up 
O f f i c i a l  s h a l l  a s s u r e  t h a t  each Bureau and O f f i c e ' s  system - 
of a u d i t  follow-up i s  documented, i n  p l ace ,  and i n  
accordance w i t h  the  p rov i s ions  of OMB Circul.ar A-50, and 
t h a t  necessary informat ion is provided reqardinq c o r r e c t i v e  
a c t i o n s  on each a u d i t  recommendation, w i t h  e s t imated  and 
a c t u a l  completion d a t e s .  

b.  Resolving Audit Disagreements: The Agency 
Follow-up O f f i c i a l  is normally t h e  h ighes t  management l e v e l  
f o r  determining t h e  r e s o l u t i o n  of a u d i t  f i nd ings  and 
recommendations when the  Inspec tor  General  and management 
o f f i c i a l s  d i s a g r e e .  T h i s  r e s p o n s i b i l i t y  f o r  r e so lv ing  
recommendations does not apply t o  c o n t r a c t  a u d i t s  d i scussed  
i n  paragraph 79. Cont rac t ing  o f f i c e r s  a r e  r e spons ib l e  f o r  
n e g o t i a t i n g  the  s e t t l emen t  of c o n t r a c t  a u d i t  recommendations 



excep t  f o r  d i s p u t e s  r e f e r r e d  t o  an a p p r o p r i a t e  board of 
c o n t r a c t  a p p e a l s  f o r  d e c i s i o n .  ( 4 1  U.S.C. 601-613, a s  
implemented i n  FAR P a r t  33, and a s  provided i n  F A R  1 . 6  and 
s u b p a r t  701.6 of t h e  A I D A R . )  

c .  Coord ina t ing  t h e  A u d i t  Reso lu t ion  E f f o r t :  The 
Agency Follow-up O f f i c i a l  s h a l l  c o o r d i n a t e  t h e  r e s o l u t i o n  
e f f o r t  t o  a s s u r e  t h a t  f i n a l  a u d i t  r e p o r t s  a r e  r e so lved  
w i t h i n  6 months a f t e r  t h e i r  i s suance ,  and where a p p r o p r i a t e ,  
w i l l  make f i n a l  r e s o l u t i o n  de t e rmina t i ons  du r ing  a  90-day 
pe r i od  fo l lowing  t h e  In spec to r  G e n e r a l ' s  r e f e r r a l  of 
unresolved recommendations. 

d .  P rocess ing  Q u a r t e r l y  C0rrect:ive Action S t a t u s  
Repor ts :  The Agency Follow-up O f f i c i a l  s h a l l  p roce s s  
q u a r t e r l y  c o r r e c t i v e  a c t i o n  s t a t u s  r e p o r t s  f u rn i shed  by t h e  
In spec to r  General  by p rov id ing  t h e  r e p o r t s  t o  t h e  Bureau 
Follow-up O f f i c i a l  and f u r n i s h i n g  updated in fo rmat ion  t o  t h e  
In spec to r  Genera l .  

e .  Disagreements between t h e  In spec to r  General  and 
the  Agency ~ o l l o w - u p  O f f i c i a l :  AS sugges ted  above, t h e  
Agency Follow-up O f f i c i a l ' s  d e c i s i o n  w i l l  normally be f i n a l  
i n  r e s o l v i n g  d i spu t ed  a u d i t  f i n d i n g s  and recommendations. 
I n  e x c e p t i o n a l  c a s e s ,  however, s u c h  a s  t hose  i nvo lv ing  l a r g e  
amounts of money o r  t h e  s e t t i n g  of s i g n i f i c a n t  p receden t ,  
t he  I n spec to r  General  may c t ~ o o s c  t o  appea l  t h e  Agency 
Follow-up O f f i c i a l ' s  d e c i s i o n  t o  t he  Admin i s t ra to r .  I n  s u c h  
c a s e s ,  t h e  In spec to r  General  s h a l l  t a k e  t h e  l e ad  i n  
p roce s s ing  s u c h  an appea l ,  i n c lud ing  o b t a i n i n g  s t a t e m e n t s  
from Agency management, f o r  d e c i s i o n  by t h e  Admin i s t r a t o r .  
I t  is  t h e  i n t e n t i o n  t h a t  s u c h  documentat ion w i l l  be r e ad  f o r  
d e c i s i o n  by t h e  Adminis t ra tor  w i th in  f o r t y - f i v e  days  a f t e r  
t h e  d e c i s i o n  by t he  Agency Follow-up O f f i c i a l .  

f .  Repor t ing  t h e  R e s u l t s  of Co~npleted C o r r e c t i v e  
Action:  Pursuant  t o  P . L .  100-504. t h e  I n s ~ e c t o r  G e n e r a l ' s  
Act Amendments of 1988, t h e  Agent; Follow-ip o f f i c i a l  s h a l l ,  
on a semiannual  b a s i s ,  r e p o r t  t o  t he  Admin i s t ra to r  and t o  
t he  Congress t h e  r e s u l t s  of completed c o r r e c t i v e  a c t i o n s  
con t a ined  i n  management d e c i s i o n s  made on a u d i t  r e p o r t s  
i s s u e d  by t h e  In spec to r  Genera l .  The Agency Follow-up 
O f f i c i a l  s h a l l  c o o r d i n a t e  w i t h  t h e  I n spec to r  Genera l  and t h e  
follow-up o f f i c i a l s  t o  a s s u r e  t h a t  t he  i n fo rma t ion  t o  be 
i n c l u d e d  i n  t h e  r e p o r t  i s  a c c u r a t e  and c o l l e c t e d  i n  a  t ime ly  
manner. The f i r s t  r e p o r t  s h a l l  be f u r n i s h e d  a f t e r  t h e  
semiannual  r e p o r t i n g  pe r i od  ending March 31, 1990, and s h a l l  
be e n t i t l e d  "Semiannual Report on ~ u d i t   recommendation^.^ 
C o r r e c t i v e  a c t i o n  s t a t u s  r e p o r t s  mainta ined by t h e  I n s p e c t o r  
General  and a u d i t  c l o se -ou t  r e p o r t s  mainta ined by t h e  
follow-up o f f i c i a l s  s h a l l  comprise t h e  primary d a t a  base  f o r  
p r e p a r a t i o n  of t h e  semiannual r e p o r t .  



g.  Semiannual Report on Audit Recommendations: The 
Agency Follow-up O f f i c i a l  is  r e s p o n s i b l e  f o r  p repar ing  o r  
p rov id ing  i n p u t  f o r  A.I.D.'s Semiannual Report on Audit 
Recommendations. Semiannual r e p o r t s  of t h e  I n s p e c t o r  
General  s h a l l  be fu rn i shed  t o  t h e  Agency Follow-up O f f i c i a l  
no t  l a t e r  than Apr i l  30 and October 3 1  of each y e a r ,  and 
s h a l l  be t r a n s m i t t e d  by t he  Agency ~ o l l o w - u p  O f f i c i a l  t o  t h e  
Admin i s t ra to r  and t o  t h e  a p p r o p r i a t e  committees o r  
subcommittees of t h e  Congress w i t h i n  30 days  a f t e r  t h e  
r e c e i p t  of t h e  r e p o r t ,  t o g e t h e r  w i t h  a  r e p o r t  by t he  Agency 
Follow-up O f f i c i a l  con t a in ing :  

(1)  any comments t h e  Agency Follow-up O f  E i c i a l  
de te rmines  a p p r o p r i a t e ;  

( 2 )  s t a t i s t i c a l  t a b l e s  showing the  t o t a l  number of 
a u d i t  r e p o r t s  and t h e  t o t a l  d o l l a r  va lue  of 
d i s a l l owed  costs  f o r :  

( 2 a )  audit: r e p o r t s  on w h i c h  f i n a l  a c t i o n  has  
not  been kaken by thi. commencement of t h e  
r e p o r t i n g  pe r i od ;  

( 2 b )  audii: r e p o r t s  on which management 
d e c i s i o n s  were made dur ing  t h e  r e p o r t i n g  p e r i o d ;  

( 2 c )  a u d i t  r e p o r t s  f o r  w h i c h  f i n a l  a c t i o n  was 
taken du r ing  t h e  r e p o r t i n g  p e r i o d ,  i n c l u d i n g  
(1) t h e  d o l l a r  va lue  of d i sa l lowed  c o s t s  t h a t  
were recovered by management through 
c o l l e c t i o n ,  o f f s e t ,  p rope r ty  i n  l i e u  of c a sh ,  
o r  o the rw i se ,  and ( 2 )  t h e  d o l l a r  va lue  of c o s t s  
d i s a l l owed  t h a t  were w r i t t e n  o f f  by management; 
and 

( 2 d )  a u d i t  r e p o r t s  f o r  w h i c h  no f i n a l  a c t i o n  
had been taken by t h e  end of t h e  r e p o r t i n g  
per  iod.  

( 3 )  s t a t i s t i c a l  t a b l e s  showing t h e  t o t a l  number of 
a u d i t  r e p o r t s  and t h e  d o l l a r  va lue  of recommendations 
t h a t  funds  be pu t  t o  b e t t e r  use by management agreed 
t o  i n  a  management d e c i s i o n  f o r :  

( 3 a )  a u d i t  r e p o r t s  f o r  w h i c h  f i n a l  a c t i o n  had 
no t  been taken by t he  commencement of t h e  
r e p o r t i n g  pe r i od ;  

( 3 b )  a u d i t  r e p o r t s  on which management 
d e c i s i o n s  were made dur ing  t h e  r e p o r t i n g  pe r i od ;  



( 3 c )  a u d i t  r e p o r t s  f o r  w h i c h  f i n a l  a c t i o n  was 
taken dur ing  t h e  r e p o r t i n g  pe r iod ,  i nc lud ing  
(1 )  t h e  d o l l a r  va lue  of recommendations t h a t  
were a c t u a l l y  completed, and ( 2 )  t h e  d o l l a r  
va lue  of recommendations t h a t  management had 
subsequent ly  concluded should  not or  could not 
be implemented or  completed; and 

(3d )  a u d i t  r e p o r t s  fo r  w h i c h  no f i n a l  a c t i o n  
has been taken by the  end of t h e  r e p o r t i n g  
per iod .  

( 4 )  a  s t a tement  w i t h  r e spec t  t o  a u d i t  r e p o r t s  on 
w h i c h  management d e c i s i o n s  have been made b u t  f i n a l  
a c t i o n  has not been taken,  o the r  than a u d i t  r e p o r t s  
on w h i c h  a  management dec i s ion  was made w i t h i n  t h e  
preceding year ,  con t a in ing ;  

( 4 a )  a  l i s t  of s u c h  a u d i t  r e p o r t s  and t h e  d a t e  
each s u c h  r e p o r t  was i s sued ;  

( 4 b )  the  d o l l a r  va lue  of d isa l lowed c o s t s  f o r  
each r e p o r t ;  

( 4c )  t h e  d o l l a r  va lue  of recommendations t h a t  
f u n d s  be put  t o  betl:er use agreed t o  by 
management f o r  each r e p o r t ;  and 

( 4 d )  an  explanation of t h e  reasons  f i n a l  a c t i o n  
has not  been taken w i t h  r e spec t  t o  each a u d i t  
r e p o r t ,  except  a u d i t  r e p o r t s  t h a t  a r e  under 
formal a d m i n i s t r a t i v e  o r  j u d i c i a l  appeal  o r  
those  w h i c h  management has agreed t o  pursue a  
l e g i s l a t i v e  s o l u t i o n ,  b u t  s h a l l  i d e n t i f y  t h e  
number of r e p o r t s  i n  each ca tegory  s o  excluded.  

( 5 )  S i x t y  days  a f t e r  t he  t r ansmis s ion  of t h e  
semiannual r e p o r t  t o  Congress, t h e  Agency Follow-up 
O f f i c i a l  s h a l l  make c o p i e s  of t h e  r e p o r t  a v a i l a b l e  t o  
t h e  p u b l i c  upon r eques t  and f o r  a  reasonable  f e e .  

( 6 )  The In spec to r  General s h a l l  immediately r e p o r t  
a l l  s e r i o u s  or  f l a g r a n t  problems, abuses ,  and 
d e f i c i e n c i e s  r e l a t i n g  t o  t he  a d m i n i s t r a t i o n  of 
programs and o p e r a t i o n s  of A . I . D .  t o  t h e  
Adminis t ra to r .  The Adminis t ra tor  s h a l l  t r a n s m i t  a l l  
s u c h  r e p o r t s  t o  t h e  a p p r o p r i a t e  committees o r  
subcommittees of Congress w i t h i n  seven ca lendar  days,  
toge ther  w i t h  a  r e p o r t  by the  Agency Follow-up 
O f f i c i a l  con t a in ing  any comments t h e  Agency Follow-up 
O f f i c i a l  deems a p p r o p r i a t e .  



( 6 a )  Nothing i n  t h i s  s e c t i o n  s h a l l  be c o n s t r u e d  
t o  a u t h o r i z e  t h e  p u b l i c  d i s c l o s u r e  o f  
i n f o r m a t i o n  w h i c h  i s  (1) s p e c i f i c a l l y  
p r o h i b i t e d  from d i s c l o s u r e  by dny o t h e r  
p r o v i s i o n  of law;  ( 2 )  s p e c i f i c a l l y  r e q u i r e d  by 
E x e c u t i v e  o r d e r  t o  be  p r o t e c t e d  from d i s c l o s u r e  
i n  t h e  i n t e r e s t  of n a t i o r ~ a l  d e f e n s e ,  of 
n a t i o n a l  s e c u r i t y ,  o r  i n  t h e  conduc t  of f o r e i g n  
a f f a i r s ;  c r  ( 3 )  a  p a r t  of a n  ongoing  c r i m i n a l  
i n v e s t i g a t i o n  e x c e p t  i f  s u c h  orlqoing c r i m i n a l  
i n v e s t i g a t i o n  i n f o r m a t i o n  has  been j n c l u d e d  i n  
a p u b l i c  r e c o r d .  

( 7 )  Nothing i n  t h i s  s e c t i o n  o r  i n  any o t h e r  
p r o v i s i o n  of t h e  A c t  s h a l l  b e  c o n s t r u e d  t o  a u t h o r i z e  
o r  p e r m i t  t h e  w i t h h o l d i n g  of i n f o r m a t i o n  from t h e  
Congres s ,  o r  from any cornmi. t t e e  o r  subco~nmi t t e e  
t h e r e o f .  

7 .  RESPONSIBILITIES OF B U R E A U  AND INDEPENDENT OFFICE 
FOLLOW-UP OFFICIALS 

D e s i g n a t i o n  of  Bureau and Independen t  -- O f f i c e  Follow-up 
O f f i c i a l s .  A s s i s t a n t  ~ d m i n i s t r a t o r s  and independen t  O f f i c e  
D i r e c t o r s  a r e  t h e  r e s p o n s i b l e  o f f i c e r s  t o  e n s u r e  p rope r  
fo l low-up  of a u d i t  f i n d i n g s  i n  t h e i r  r e s p e c t i v e  a r e a s .  I n  
c a r r y i n g  o u t  t h i s  r e s p o n s i b i l i t y  t h e s e  o f f i c i a l s  s h a l l  
d e s i g n a t e  a n  a p p r o p r i a t e  s e n i o r  o f f i c e r  t o  a c t  a s  t h e  O f f i c e  
o r  Bureau ' s  Follow-up O f f i c i a l  f o r  A.l.D./W. T h i s  o f f i c e r  
s h a l l  have  a p p r o p r i a t e  a u t h o r i t y  and r e s p o n s i b i l i t y  t o  
e s t a b l i s h  a fo l low-up sys t em,  a s s u r e  t i m e l y  r e s o l u t i o n  and 
implemen ta t ion  of c o r r e c t i v e  a c t i o n s ,  and p r o v i d e  r e q u e s t e d  
i n f o r m a t i o n  t o  t h e  Agency Follow-up O f f i c i a l .  l n  a d d i t i o n ,  
t h i s  r e s p o n s i b i l i t y  s h a l l  i n c l u d e  t h e  ma in tenance  of  
a c c u r a t e  fo l low-up r e c o r d s  and t h e  e s t a b l i s h m e n t  of 
a c c o u n t i n g  c o n t r o l s  o v e r  a u d i t  d i s a l l o w a n c e s .  

The Miss ion  D i r e c t o r  o r  t h e  Miss ion  D i r e c t o r ' s  d e s i g n e e  a t  
e a c h  USAID Miss ion  i s  a c c o u n t a b l e  f o r  t h e  above  d e s c r i b e d  
fo l low-up r e s p o n s i b i l i t i e s  a t  t h e  Miss ion  l e v e l  and s h a l l  
a l s o  s u p p o r t  t h e  Bureau Follow-up O f f i c i a l .  However, t h e  
Bureau Follow-up O f f i c i a l  s e r v e s  a s  t h e  s i n g l e  p o i n t  of 
c o n t a c t  on a l l  fo l low-up m a t t e r s .  

a .  Taking A c t i o n  on Unresolved  A u d i t s :  To a s s u r e  
e f f i c i e n t  c o n t r o l  ove r  t h e  a u d i t  r e s o l u t i o n  p r o c e s s ,  
fo l low-up o f f i c i a l s  s h a l l  t a k e  t i m e l y  a c t i o n  i n  r e s p o n s e  t o  
c o n s o l i d a t e d  l i s t i n g s  of u n r e s o l v e d  a u d i t  recommendations 
f u r n i s h e d  monthly by t h e  I n s p e c t o r  G e n e r a l .  Follow-up 



o f f i c i a l s  s h a l l  review t h e  l i s t i n g  by conf i rming  t h e  
r e s o l u t i o n  s t a t u s  f o r  each unresolved a u d i t  r e p o r t  con t a ined  
i n  t h e  l i s t i n g  w i t h  t h e  a p p r o p r i a t e  ~ c t i o n  o f f i c e  w i t h i n  t h e  
Agency. 

b.  P repar ing  A u d i t  Close-out  Reports:  Once 
r e s o l u t i o n  has been ach ieved ,  fol low-up o f f i c i a l s  s h a l l  
mainta in  a  record  of c o r r e c t i v e  a c t i o n  taken on each 
r e so lved  a u d i t  f i n d i n g  and recommendation. Upon complet ion 
of c o r r e c t i v e  a c t i o n ,  t h e  Follow-up O f f i c i a l  s h a l l  a d v i s e  
t h e  In spec to r  General  a cco rd ing ly .  The c lose -ou t  r e p o r t  
s h a l l  c o n t a i n  t h e  a u d i t  r e p o r t  number, t h e  r e p o r t  t i t l e ,  t h e  
t i t l e  of t h e  f i n d i n g s ,  open recommendations, c o r r e c t i v e  
a c t i o n s  agreed upon, and d a t e  completed.  F u r t h e r ,  t h e  
c lo se -ou t  r e p o r t  s h a l l  summarize any monetary amounts 
recovered a s  a r e s u l t  of ques t i oned  o r  unsupported c o s t s ,  
and any d o l l a r  b e n e f i t s  r e s u l t i n g  from c o s t  avo idances  o r  
o t h e r  management e f f i c i e n c i e s  recommended by t h e  I n s p e c t o r  
Gene ra l ' s  a u d i t  recommendations. The c lo se -ou t  r e p o r t  s h a l l  
be mainta ined by t h e  a p p r o p r i a t e  Follow-up O f f i c i a l  and 
s h a l l  be made a v a i l a b l e  f o r  review by r e p r e s e n t a t i v e s  of t h e  
I n s p e c t o r  General  and t h e  Agency Follow-up O f f i c i a l .  

c. Responding t o  Co r r ec t i ve  Action S t a t u s  Repor ts :  
To a s s u r e  c o n t r o l  over t h e  follow-up p roce s s ,  follow-up 
o f f i c i a l s  s h a l l  respond t o  c o r r e c t i v e  a c t i o n  s t a t u s  r e p o r t s  
f u rn i shed  q u a r t e r l y  by t he  Agency Follow-up O f f i c i a l .  T h i s  
fol low-up r e p o r t  s h a l l  l i s t  a l l  r e so lved  a u d i t  
recommendations t h a t  remain open one year  a f t e r  t h e  d a t e  of 
t h e  a u d i t  r e p o r t  and a  t a r g e t  complet ion d a t e  s h a l l  be 
e n t e r e d  by follow-up of f i c a l s  on t he  s t a t u s  r e p o r t .  

(1 )  I f  c o r r e c t i v e  a c t i o n  i s  completed,  t h e  d a t e  of 
complet ion  sha1.l be en t e r ed  i n  t h e  s t a t u s  r e p o r t ,  
a long  w i t h  any c o s t  d i sa l lowances  recovered ,  o r  
monetary b e n e f i t s  ach ieved .  

( 2 )  I f  no c o r r e c t i v e  a c t i o n  has been accomplished o r  
none i s  planned,  t h e  Bureau Follow-up O f f i c i a l  s h a l l  
a t t a c h  a  w r i t t e n  exp l ana t i on  t o  t h e  s t a t u s  r e p o r t .  A 
review of t h e  exp l ana t i on  w i l l  de te rmine  whether t h e  
recommendation shou ld  be r e c l a s s i f i e d  a s  unresolved 
o r  cons ide red  t o  be c l o s e d .  

( 3 )  I f  fol low-up o f f i c i a l s  a r e  aware of o t h e r  a u d i t  
recommendations t h a t  have been c lo sed  du r ing  t h e  
c u r r e n t  q u a r t e r ,  b u t  a r e  no t  i d e n t i f i e d  a s  c l o s e d  i n  
t h e  s t a t u s  r e p o r t  f o r  t h e  c u r r e n t  q u a r t e r ,  t h e  s t a t u s  
r e p o r t  w i l l  be updated by i n c l u d i n g  t h e  in fo rmat ion  
r eques t ed  i n  subparagraph 2 ,  above. 



( 4 )  The s t a t u s  r e p o r t  s h a l l  be r e tu rned  t o  t h e  Agency 
Follow-up O f f i c i a l  a s  soon a s  t h e  update i s  completed. 

d .  Recording and C o l l e c t i o n  of Audit Related Debt: 
Each Bureau and independent O f f i c e  s h a l l  develop 
implementing guidance t o  ensu re  t he  t imely  record ing  by t h e  
O f  f i c e  of F inanc i a l  Management of accounts  r e c e i v a b l e  
genera ted  from cost -quest ioned a u d i t  f i n d i n g s ,  and 
c o l l e c t i o n  of a l l  amounts owed the  U . S .  Government i n  
accordance w i t h  Government debt  c o l l e c t i o n  s t a n d a r d s  and 
Agency p o l i c i e s .  Development of such guidance s h a l l  be 
coord ina ted  w i t h  t he  Bureau f o r  Personnel  and F i n a n c i a l  
Management, and cop ie s  of t he  f i n a l  guidance w i l l  be 
provided t o  t h e  Agency Follow-up O f f i c i a l .  

e .  Evaluat ion of Management Per Eormance: Each 
Bureau, Of f i ce  and Mission s h d l l  ensure  t h e  accomplishment 
of a u d i t  follow-up r e s p o n s i b i l i t i e s .  The performance 
s t a n d a r d s  and p l ans  w i l l  i n c lude  a  d e s c r i p t i o n  of follow-up 
d u t i e s  and the  performance apl)rais . t ls /employee e v a l u a t i o n  
r e p o r t s  of employees ass igned  r e s l ~ o n s i b i l i t i e s  under t h i s  
n o t i c e  w i l l  be eva lua ted  on t h e i r  e f f e c t i v e n e s s  i n  c a r r y i n g  
o u t  t he se  r e s p o n s i b i l i t i e s .  

f .  Compliance w i t h  OMU C i r c u l a r  A - 1 2 3 :  Each Bureau 
and independent Of f i ce  s h a l l  ensure  t h a t  t he  a u d i t  
r e s o l u t i o n  and follow-up process  i s  i d e n t i f i e d  a s  a  
component of a  Management Control  Plan pursuant  t o  OMB 
C i r c u l a r  A - 1 2 3 ,  a s  r ev i sed .  Accordingly, each Bureau 
Follow-up O f f i c i a l  s h a l l  be r e s p o n s i b l e  f o r  conducting a  
p e r i o d i c  eva lua t ion  of t he  a u d i t  r e s o l u t i o n  and follow-up 
process ,  a s  p r e sc r ibed  by t h e  C i r c u l a r  and a s  implemented by 
Agency guidance.  

g. Following-UF on Contract  A u d i t s :  Each 
c o n t r a c t i n g  o f f i c e r  o r  o f f i c e  s h a l l  respond t o  r e q u e s t s  f o r  
in format ion  conta ined i n  t h e  Inspec tor  Gene ra l ' s  memoranda 
t r a n s m i t t i n g  t h e  r e s u l t s  of a u d i t s  of c o n t r a c t s .  Cont rac t  
a u d i t s  i n c l u d e  preawards, overhead, i ncu r r ed  c o s t s ,  c l o s e  
ou t  o r  o t h e r  s p e c i a l  a u d i t s  r e l a t e d  t o  c o n t r a c t  
a d m i n i s t r a t i o n  and a r e  adv isory  i n  n a t u r e .  The informat ion 
t o  be fu rn i shed  t o  t he  Inspec tor  General t o  c l o s e  t h e  a u d i t s  
s h a l l  c o n s i s t  of a  memorandum from the  c o n t r a c t i n g  o f f i c i a l  
summarizing t he  n e g o t i a t i o n s  o r  a c t i o n  taken t o  s e t t l e  t he  
c o s t  r educ t ions  o r  avoidances  included i n  any recommended 
a u d i t  ad jus tments .  T h i s  informat ion s h a l l  f u l f i l l  t he  new 
follow-up r e p o r t i n g  requirements  p r e sc r ibed  by P .  L. 100-504, 
t he  In spec to r  Gene ra l ' s  Act Amendments of 1988. A s  provided 
by the  ~ c t ,  recommendations t h a t  f u n d s  be put  t o  a  b e t t e r  
use ( i . e . ,  management e f f i c i e n c i e s )  a r e  def ined  a s  i nc lud ing  



t h e  avoidance of unnecessary expend i tu r e s  noted i n  a u d i t s  of 
c o n t r a c t  o r  g r an t  agreements.  The c o n t r a c t  a u d i t  s h a l l  be 
cons idered  a s  unresolved u n t i l  s u c h  t ime a s  t h e  reques ted  
in format ion  has been formal ly  provided t o  t h e  O f f i c e  of 
I n spec to r  General .  Upon r e c e i p t  of t h e  in format ion  t h e  
In spec to r  General s h a l l  c l o s e  o u t  t h e  a u d i t  w i t h  no f u r t h e r  
follow-up a c t i o n  necessa ry .  

8. RESPONSIBILITIES OF THE MANAGEMENT ACTION OFFICIALS 

a .  Es tabl ishment  of A u d i t  Follow-up Cont ro l s :  
Primary r e s p o n s i b i l i t y  f o r  responding t o ,  r e s o l v i n g ,  and 
implementing a u d i t  recommendations r e s t s  w i t h  t h e  
r e s p o n s i b l e  management a c t i o n  o f f i c i a l .  Timely a .c t ion  by 
management o f f i c i a l s  on recommendations i s  an i n t e g r a l  p a r t  
of t h e  a u d i t  follow-up system, and has a  d i r e c t  bear ing  a n  
i t s  e f f e c t i v e n e s s .  

b .  Responding t o  t he  In spec to r  Gene ra l ' s  Draf': 
Repor ts :  The management a c t i o n  o f E i c i a l  s h a l i  respond t o  
t h e  In spec to r  Gene ra l ' s  d r a f t  r e p o r t s  w i t h i n  30 days  by (1) 
s e t t i n g  f o r t h  t h e i r  agreement o r  disagreement w i t h  t h e  a u d i t  
f i n d i n g s  and each recommendation, and monetary amounts 
i nc lud ing  ques t ioned  or  unsupported c o s t s ,  and e s t i m a t e s  of 
management e f f i c i e n c i e s ,  and ( 2 )  p rov id ing  e s t ima ted  t a r g e t  
d a t e s  f o r  complet ion of c o r r e c t i v e  a c t i o n s  on 
recommendations w i t h  which t.hey ag ree .  On a  case-by-case 
b a s i s  t h e  I n spec to r  General s h a l l  cons ider  l i m i t e d  response  
time e x t e n s i o n s  where c l e a r l y  j u s t i f i e d .  

c. Responding t o  t he  In spec to r  Gene ra l ' s  F i n a l  
Report:  For t hose  a u d i t s  w h i c h  remain unresolved a t  t h e  
t ime t h e  f i n a l  r e p o r t  i s  i s sued  ( i n c l u d i n g  f i n a l  r e p o r t s  no t  
i s sued  i n  d r a f t ) ,  t he  management a c t i o n  o f f i c i a l  s h a l l  
inform t h e  In spec to r  General w i t h i n  3 0  days a s  t o  what 
f u r t h e r  o r  a l t e r n a t i v e  a c t i o n ,  i f  any, they propcse .  The 
response  t o  the  In spec to r  General  s h a l l  i nc lude  t a r g e t  d a t e s  
f o r  complet ing c o r r e c t i v e  a c t i o n .  I f  a  management o f f i c i a l  
d i s a g r e e s  w i t h  t he  a u d i t  f i n d i n g s ,  recommendations, 
ques t ioned  or  unsupported c o s t s  of management e f f i c i e n c y  
e s t i m a t e s ,  t he  In spec to r  General s h a l l  be given an 
exp l ana t i on  of t he  reasons .  On a  case-by-case b a s i s  t h e  
In spec to r  General  s h a l l  cons ider  l i m i t e d  response  t ime 
e x t e n s i o n s  where c l e a r l y  j u s t i f i e d .  

d .  Handling A u d i t  Repor ts :  Management o f f i c i a l s  may 
t r ansmi t  t h e  a u d i t  r e p o r t  t o  t he  g r a n t e e  o r  hos t  government 
o f f i c i a l s  r eques t i ng  comments on t he  a u d i t o r ' s  f i n d i n g  and 
recommendations. Management o f f i c i a l s  should  p rov ide  



t e c h n i c a l  a s s i s t a n c e  t o  r e so lve  d e f i c i e n c i e s  i d e n t i f i e d  i n  
a u d i t  r e p o r t s  and a s s i s t  g r a n t e e s  i n  r e s o l v i n g  under ly ing  
cause s  of r e p o r t e d  f i n d i n g s .  I n  c a s e s  of a u d i t  f i n d i n g s  
i nvo lv ing  t h e  a p p l i c a t  i ) n  and/or i n t e r p r e t a t i o n  of law o r  
r e g u l a t i o n ,  c o n s i d e r a t i o n  shollld t,e given t o  o b t a i n i n g  l e g a l  
op in ion  when a  d e c i s i o n  is made not t o  d i s a l l ow  o r  recover  
ques t ioned  c o s t s .  The a u d i t  r e p o r t  s h a l l  i n  t he  f i r s t  
i n s t a n c e  s t a t e  t he  prima f a c i e  b a s i s  f o r  d i sa l lowed  o r  -- 
recover ing  c o s t s .  

9 .  RESPONSIBILITIES OF THE OFFICE OF THE INSPECTOR 
GENERAL 

The O f f i c e  of t h e  In spec to r  General s h a l l  have t h e  fo l lowing  
r e s p o n s i b i l i t i e s :  

a .  A u d i t  F indings:  The In spec to r  General s h a l l  
ensure  t h a t  any a u d i t  f i n d i n g  t h a t  a l l e g e s  a v i o l a t i o n  of 
law, r e g u l a t i o n  o r  o the r  document s h a l l  s t a t e  t he  s p e c i f i c  
p r o v i s i o n ,  e . g .  s e c t i o n  6 0 4 ( a )  of t h e  Foreign A s s i s t a n t  A c t  
and not  merely t h e  Foreign ~ s s i s t a n c e  ~ c t .  

b .  I s suance  of Draf t  Repor ts :  The In spec to r  General  
s h a l l  f o rma l ly  i s s u e  a  d r a f t  r e p o r t  w h i c h  d e s c r i b e s  t h e  
a u d i t  f i n d i n g s  and recommendations. The d r a f t  r e p o r t  is  
used t o  conf i rm t h e  f a c t s  p r e sen t ed ,  f o s t e r  unders tanding of 
t h e  f i n d i n g s  and recommendations; a l e r t  management t o  
m a t e r i a l  weaknesses i n  under ly ing  systems of i n t e r n a l  
c o n t r o l  w h i c h  should  be r epo r t ed  under OMR C i r c u l a r  A-123; 
p rov ide  management w i t h  an oppo r tun i t y  t o  comment on t h e  
f i n d i n g s ,  recommendations, ques t i oned  o r  unsupported c o s t s ,  
and o t h e r  p o t e n t i a l  management d o l l a r  b e n e f i t s  con t a ined  i n  
t h e  r e p o r t ;  and r eques t  from management an o u t l i n e  or  p lan  
f o r  implementing c o r r e c t i v e  a c t i o n s  on agreed upon 
recommendations. The In spec to r  General s h a l l  en su re  t h a t  
s u f f i c i e n t  suppo r t i ng  c r i t e r i a  a r e  inc luded  i n  t h e  a u d i t  
r e p o r t  t o  permit  management an oppo r tun i t y  t o  e v a l u a t e  
whether i d e n t i f i a b l e  monetary b e n e f i t s  a s s o c i a t e d  w i t h  t h e  
a u d i t  f i n d i n g s  and recommendations a r e ,  i n  f a c t ,  
r e a l i z a b l e .  The response  t o  t h e  d r a f t  r e p o r t  is  r equ i r ed  
w i t h i n  30 days and s h a l l  be included i n  t h e  f i n a l  r e p o r t .  
I f  a  response  i s  not  rece ived  w i t h i n  r equ i r ed  t ime frame, 
t h e  f i n a l  r e p o r t  s h a l l  be i s sued  by t h e  In spec to r  General 
w i t h  a  s t a tement  t h a t  a  response  t o  t h e  d r a f t  was reques ted  
b u t  not  r ece ived .  

c.  I s suance  of F ina l  Reports:  The In spec to r  
G e n e r a l ' s  memorandum w h i c h  t r a n s m i t s  t h e  f i n a l  a u d i t  r e p o r t  
w i l l  i d e n t i f y  whether each a u d i t  recommendation is  reso lved  



o r  unresolved.  I t  w i l l  t ake  i n t o  account t he  Agency 
response t o  t h e  d r a f t  r e p o r t  and s t a t e  t h e  b a s i s  f o r  any 
disagreement w i t h  t he  Agency response.  For those  f i n d i n g s  
reso lved ,  t he  f i n a l  r e p o r t  s h a l l  de sc r ibe  t h e  agreed-upon 
a c t i o n  and a  time frame f o r  implementation. I f  f i n d i n g s  
remain unresolved or a  more d e t a i l e d  response is needed, a  
formal response s h a l l  be  requested and w i l l  be due w i t h i n  30 
days of i s suance  of t h e  f i n a l  r e p o r t .  Unresolved i s s u e s  not 
responded t o  w i t h i n  1 2 0  days  s h a l l  be r e f e r r e d  t o  t h e  Agency 
Follow-up O f f i c i a l  f o r  app rop r i a t e  a c t i o n ;  s e e  Sec t ion  7 
above. 

d .  Reviewing Responses t o  F ina l  Reports:  The 
Inspec tor  General  s h a l l  review management's responses  t o  
recommendations on a l l  f i n a l  r e p o r t s  and w i l l  work w i t h  
management a c t i o n  o f f i c i a l  t o  r e so lve  any d i f f e r e n c e s .  The 
Inspec to r  General s h a l l  complete a c t i o n  on management's 
response dur ing a  45-day per iod  fol lowing r e c e i p t  of t h e  
response.  Any remaining disagreements  s h a l l  be r e f e r r e d  t o  
t he  Agency Follow-up O f f i c i a l  f o r  reso:.ution. 

e .  Maintaining A u d i t  Follow-up Data: The Inspec tor  
General s h a l l  mainta in  a  da t a  base of f i n d i n g s  and 
recommendations on a l l  a u d i t  r e p o r t s  u n t i l  t h e  f i n d i n g s  and 
recommendations have been resolved and c losed .  The 
informat ion maintained s h a l l  be a s  fol lows:  

(1) Each recommendation s h a l l  be ca t ego r i zed  a s  
suppor t ing  a  f i nd ing  of a  quest ioned c o s t ,  
unsupported c o s t ,  a  management e f f i c i e n c y ,  o r  a  
p rocedura l  o r  i n t e r n a l  c o n t r o l  problem; 

( 2 )  Each recommendation s h a l l  be i d e n t i f i e d  a s  t o  
whether i t  is  open (unresolved or  r e so lved )  o r  c lo sed ;  

( 3 )  Each recommendation s h a l l  inc lude  t h e  d a t e  f o r  
completion of c o r r e c t i v s  a c t i o n  agreed t o  by t h e  
management o f f i c i a l s  and t h e  a c t u a l  d a t e  of 
completion of c o r r e c t i v e  a c t i o n ,  where a p p l i c a b l e ;  

( 4 )  Each recommendation s h a l l  r e f l e c t  t h e  amount of 
c o s t s  quest ioned or  es t imated  d o l l a r  b e n e f i t s ,  and 
the  amount agreed t o  by management. I n  a d d i t i o n ,  
a c t u a l  r ecove r i e s  of c o s t s  o r  b e n e f i t s  s h a l l  be 
recorded based on informat ion contained i n  c lose-out  
r e p o r t s  fu rn i shed  by t h e  Bureau Follow-up O f f i c i a l s .  

f .  Sharing A u d i t  Resolut ion Data: On a  monthly 
b a s i s ,  t he  Inspec tor  General s h a l l  provide l i s t i n g s  of a l l  
open a u d i t  recommendations t o  t h e  Agency Follow-up O f f i c i a l  



and t he  Bureau o r  O f f i c e  follow-up o f f i c i a l s  f o r  t h e i r  
in format ion  and necessa ry  a c t i o n .  The recommendations w i l l  
be l i s t e d  c h r o n o l o g i c a l l y  f o r  each Bureau and independent  
O f f i c e  and w i l l  s e g r e g a t e  t h e  recommendations which w i l l  be 
open over s i x  months a t  t h e  end of t h e  c u r r e n t  semi-annual 
r e p o r t i n g  p e r i o d ,  and w i l l  i d e n t i f y  t h e  number of days  open 
i n  each c a s e .  

g .  Shar ing Audit Follow-up Data: For follow-up 
c o n t r o l  purposes ,  t h e  In spec to r  General s h a l l  p rov ide  t h e  
Agency Follow-up O f f i c i a l  w i t h  a  q u a r t e r l y  c o r r e c t i v e  a c t i o n  
s t a t u s  r e p o r t .  The r e p o r t  s h a l l  l i s t  a l l  open 
recommendations t h a t  have remained open f o r  a t  l e a s t  a  yea r .  

h .  Semiannual Repor t ing of A u d i t  Resu l t s :  Pursuant  
t o  P u b l i c  Law 100-504, t h e  ~ n s p e c t o r  General  A c t  Amendments 
of 1988, t h e  I n s ~ e c t o r  General  s h a l l .  on a  semiannual b a s i s ,  
f u r n i s h - t o  t h e  ~ d m i n i s t r a t o r  a  r e p o r t  f o r  t r ansmis s ion  t o  

' 

t h e  Congress. The r e p o r t  s h a l l  d e s c r i b e  t h e  r e s u l t s  of 
a u d i t  a c t i v i t y  dur ing  t h e  pe r iod ,  i nc lud ing  t h e  r e s o l u t i o n  
s t a t u s  of a u d i t  r e p o r t s  i s sued .  Regarding a u d i t  a c t i v i t y  
t h e  semi-annual r e p o r t  s h a l l  inc lude :  

(1) A d e t a i l e d  l i s t i n g  of a l l  a u d i t  r e p o r t s  i s sued  o r  
t r a n s m i t t e d  by t h e  In spec to r  General dur ing  t h e  
p e r i o d ,  and f o r  each a u d i t  r e p o r t  when a p p l i c a b l e ,  
t h e  t o t a l  d o l l a r  va lue  of ques t ioned  
cos t s ,unsuppor ted  c o s t s ,  and t h e  d o l l a r  va lue  of 
recommendations t o  put  funds  t o  a  b e t t e r  use ( i . e . ,  
management e f f i c i e n c y  f i n d i n g s ) ;  

( 2 )  A d i s c u s s i o n  of each p a r t i c u l a r l y  s i g n i f i c a n t  
a u d i t  r e p o r t  i s s u e d  by t h e  In spec to r  General  dur ing  
t h e  pe r iod ;  

( 3 )  S t a t i s t i c a l  t a b l e s  account ing  f o r  t h e  number and 
d o l l a r  va lue  of a u d i t  r e p o r t s  con t a in ing  monetary 
f i n d i n g s .  S p e c i f i c a l l y ,  t h e  t a b l e s  s h a l l  account  f o r  
( a )  a u d i t  r e p o r t s  wi thout  management d e c i s i o n s  ( i . e . ,  
unreso lved)  a t  t h e  beginning of t h e  pe r iod ;  ( b )  a u d i t  
r e p o r t s  i s sued  dur ing  t he  pe r iod ;  ( c )  a u d i t  r e p o r t s  
on w h i c h  management d e c i s i o n s  were made ( i . e . ,  
r e s o l v e d )  dur ing  t h e  per iod ;  and ( d )  a u d i t  r e p o r t s  on 
w h i c h  no management d e c i s i o n s  were made a t  t h e  end of 
t h e  pe r iod .  One t a b l e  s h a l l  be prepared f o r  a u d i t  
r e p o r t s  c o n t a i n i n g  ques t ioned  c o s t s  and unsupported 
c o s t s ,  and ano ther  t a b l e  s h a l l  be prepared f o r  a u d i t  
r e p o r t s  con t a in ing  recommendations t o  pu t  funds t o  a 
b e t t e r  use;  



( 4 )  A summary of each a u d i t  r e p o r t  i s s u e d  i n  p r i o r  
p e r i o d s  f o r  w h i c h  a  management d e c i s i o n  has not  been 
made by t h e  end of t h e  c u r r e n t  r e p o r t i n g  pe r iod .  The 
summary s h a l l  i nc lude  a d i s c u s s i o n  e x p l a i n i n g  why a  
management d e c i s i o n  has  not  been made, and a  
t i m e t a b l e  f o r  a  a ch i ev ing  a  management d e c i s i o n ;  

( 5 )  A d i s c u s s i o n  of any s i g n i f i c a n t  management 
d e c i s i o n  w i t h  w h i c h  t h e  In spec to r  General  is  i n  
d isagreement ;  

( 6 )  A d e s c r i p t i o n  and exp l ana t i on  of any s i g n i f i c a n t  
r e v i s e d  management d e c i s i o n  made du r ing  t h e  p e r i o d .  

10. RESOLUTION OF AUDIT FINDINGS AND RECOMMENDATIONS 

The management a c t i o n  o f f i c i a l  s h a l l  t ake  a c t i o n  t o  r e s o l v e  
a u d i t  f i n d i n g s  and recommendations. A n  a u d i t  r e p o r t  is 
reso lved  a t  t h e  t ime t h a t  management o f f i c i a l s  and t h e  
I n s p e c t o r  General ag ree  on t h e  a p p r o p r i a t e  c o r r e c t i v e  a c t i o n  
t o  be taken i n  r esponse  t o  t h e  r e p o r t  recommendations; t h e  
r easonab leness  of t h e  amount of ques t ioned  o r  unsupported 
c o s t s  o r  p o t e n t i a l  management e f f i c i e n c i e s  t o  be d i sa l lowed;  
and t h e  e s t ima ted  t a r g e t  d a t e s  f o r  complet ion of c o r r e c t i v e  
a c t i o n .  I n  t h e  even t  of d isagreement ,  r e s o l u t i o n  occu r s  
based upon e i t h e r  t h e  de t e rmina t i on  of t h e  Agency Follow-up 
O f f i c i a l  o r ,  e x c e p t i o n a l l y ,  t h e  Admin is t ra to r  (see S e c t i o n  7 
above)  o r  accep tance  by t h e  In spec to r  General  and management 
of an a l t e r n a t i v e  a c t i o n  o r  d o l l a r  b e n e f i t  e s t i m a t e ,  c o s t  
d i sa l lowance ,  o r  t a r g e t  complet ion d a t e .  

11. CLOSING AUDIT FINDINGS AND RECOMMENDATIONS 

The OMB C i r c u l a r  No. A-50 d e f i n e s  r e s o l u t i o n  of a u d i t  
recommendations a s  t h e  p o i n t  a t  w h i c h  t h e  a u d i t  o r g a n i z a t i o n  
and Agency management o r  c o n t r a c t i n g  o f f i c i a l s  a g r e e  on 
a c t i o n  t o  b e  taken on r e p o r t e d  f i n d i n g s  and recommendations 
o r ,  i n  t h e  event  of d isagreement ,  t h e  po in t  a t  w h i c h  t h e  
Agency Follow-up O f f i c i a l  de te rmines  t h e  mat te r  t o  b e  
r e so lved .  The In spec to r  G e n e r a l ' s  s t a n d a r d s  r e q u i r e  
a p p r o p r i a t e  a c t i o n  t o  be taken t o  e i t h e r  c o r r e c t ,  improve, 
o r  demonstra te  t h a t  a c t i o n  is  no t  necessa ry  b e f o r e  
recommendations a r e  cons idered  c lo sed .  T h e  a c t i o n s  r e p o r t e d  
by management m u s t  p rov ide  r ea sonab l e  a s su rance  t h a t  t h e  
d e f i c i e n c y ,  a s  de sc r ibed  i n  t h e  f i n d i n g ,  has been o r  is  
being c o r r e c t e d .  A recommendation s h a l l  not  be  c l o s e d  
wi thou t  s a t i s f a c t o r y  ev idence  or  a s s u r a n c e s  from r e s p o n s i b l e  
management o f f i c i a l s  t h a t  c o r r e c t i v e  a c t i o n  has  been f u l l y  
implemented. (Procedures  f o r  c l o s i n g  a u d i t  f i n d i n g s  and 
recommendations a r e  t h e  same a s  t hose  f o r  r e s o l v i n g  a u d i t  
recommendations, s e e  Sec t i on  7 above. )  



a .  Quest ioned or  Unsupported Cost Recommendations: 
When a  recommendation i nvo lves  a  p o t e n t i a l  monetary 
recovery,  t h e  a p p r o p r i a t e  b a s i s  f o r  c l o s i n g  is: 

(1)  Evidence of a c t u a l  o f f s e t  o r  monetary i n - k i n d  
c o l l e c t i o n ;  

( 2 )  A copy of t h e  b i l l  f o r  c o l l e c t i o n ;  or  

( 3 )  A w r i t t e n  s ta tement  w h i c h  e s t a b l i s h e s  a  
s a t i s f a c t o r y  l e g a l  b a s i s  f o r  non-recovery, ( i . e . ,  
a p p r o p r i a t e  documentation provided t o  ev idence  
suppor t  of a  c la im by g r a n t e e  o r  c o n t r a c t o r ) .  

T h i s  s t andard  a p p l i e s  t o  any recommendation invo lv ing  a  
p o t e n t i a l  monetary recovery t o  be accomplished by A . I . D .  o r  
by an A.1.D.-financed in te rmedia ry .  ~ l l  w r i t t e n  s t a t emen t s  
concerning a  l e g a l  b a s i s  f o r  non-recovery s h a l l  be reviewed 
and c l e a r e d  by t h e  Regional  Legal Advisor of t h e  General  
Counse l ' s  O f f i c e  be fo re  i s suance .  I n  t h e  normal ca se ,  i t  i s  
expected t h a t  t h e  op in ion  of t h e  Regional  Legal Advisor o r  
t h e  A s s i s t a n t  General Counsel ,  Washington ( f o r  t h e  r e l e v a n t  
bureau)  w i l l  r e s o l v e  t h e  i s s u e  on l e g a l  grounds where t h e  
i s s u e  i nvo lves  i n t e r p r e t a t i o n  of t h e  Foreign Ass i s tance  ~ c t ,  
o r  o t h e r  l e g i s l a t i o n  o r  r e g u l a t i o n s  governing Agency 
o p e r a t i o n s .  I n  e x t r a o r d i n a r y  c a s e s ,  f o r  example, where 
op in ions  of subo rd ina t e  Agency lawyers on t h e  same g e n e r i c  
i s s u e  d i f f e r ,  t h e  In spec to r  Gene ra l ' s  Legal Counsel ( I G / L C )  
may choose t o  seek t h e  opinion of t h e  General  Counsel 
himself o r  h e r s e l f ;  i n  s u c h  c a s e s ,  t h e  General  Counse l ' s  
op in ion  on t h e  l e g a l  i s s u e ( s )  s h a l l  be f i n a l .  

b .  Procedural  and I n t e r n a l  Cont ro l  Recommendations: 
When a  recommendation invo lves  a  p rocedura l  a c t i o n  t h a t  i s  
f e a s i b l e  wi th in  one year  of r e p o r t  i s suance ,  t h e  a p p r o p r i a t e  
b a s i s  f o r  c l o s i n g  is:  

(1) A w r i t t e n  r e p o r t  from t h e  management a c t i o n  
o f f i c i a l  suppor ted  by s u f f i c i e n t  documentary ev idence  
t o  demonstra te  t h a t  s a t i s f a c t o r y  c o r r e c t i v e  a c t i o n  
has been f u l l y  implemented. 

( 2 )  A w r i t t e n  r e p o r t  from t h e  management a c t i o n  
o f f i c i a l  w h i c h  s e t s  f o r t h  s a t i s f a c t o r y  grounds f o r  
non-implementation of t h e  recommendation. 

When a  recommendation i nvo lves  a  p rocedura l  a c t i o n  t h a t  w i l l  
r e q u i r e  more than one year from t h e  t ime of r e p o r t  i s suance  
t o  accomplish,  t h e  a p p r o p r i a t e  b a s i s  f o r  c l o s i n g  is: 



(3) A written commitment from tile management action 
official to take satisfactory cotrective action and, 
when appropriate, a copy of manaclement's written 
implementation plan; or 

(4) A written report from the management action 
official which sets forth satisfactory grounds for 
closing the recommendation without corrective action. 

When recommendations are closed based on future corrective 
action, the management action official shall submit periodic 
reports which document the progress made in relation to the 
planned action. The frequency of reports would be dictated 
by the nature and projected timing of the corrective action. 

When a recommendation involves a procedural action related 
to compliance with laws or regulations, the appropriate 
basis for closing is: 

(5) A written report from the management action 
official supported by sufficient documentary evidence 
to demonstrate that satisfactory corrective action 
has been fully implemented; or 

(6) A written report from the management action 
official to take satisfactory corrective action and, 
when appropriate, a copy of management's written 
implementation plan; or 

(7) A written statement from the management action 
official which sets forth satisfactory legal grounds 
for non-implementation of the recommendation. 

All written statements concerning a legal basis for 
non-implementation of recommendations should be reviewed by 
the IG/LC. As noted under Section 11 a. above, IG/LC may 
choose to refer the issue to the Regional Legal Advisor or 
to the A.I.D. General Counsel for a legal opinion. 

c. Contract Audit Recommendations: When a 
recommendation involves contractor's costs or competence to 
perform, the appropriate basis for closing is: 

(1) A copy of the contracting officer's "Memorandum 
of Negotiation" which describes the action taken on 
the recommendations and the reasons for any variation 
from the recommendations; or 

(2) A written notice that the contractor was not 
considered for the contract or grant award. 



Audi t  r e p o r t  recommendat ions  on c o n t r a c t  a u d i t s  a r e  
g e n e r a l l y  r e s o l v e d  by n e g o t i a t i o n  and a r e  n o t  s u b j e c t  t o  t h e  
time l i m i t s  o r  r e p o r t i n g  r e q u i r e m e n t s  s e t  f o r t h  on OMB 
C i r c u l a r  No. A-50. 

- 

d.  O t h e r :  Aud i t  c l o s u r e  o c c u r s  when agreement  h a s  
been r e a c h e d  between t h e  I n s p e c t o r  G e n e r a l  and management 
t h a t  good r e a s o n s  e x i s t  f o r  n o t  f o l l o w i n g  t h e  a u d i t  
recommendat ion.  For example,  t h e  c o n d i t i o n s  upon w h i c h  t h e  
recommendat ions  were  made have changed t o  s u c h  a n  e x t e n t  a s  
t o  n e g a t e  i m p l e m e n t a t i o n ,  o r  t h e  recommendat ions  have  become 
i n v a l i d  due t o  u n f o r e s e e n  l e g i s l a t i v e  o r  r e g u l a t o r y  
deve lopmen t s .  

12. VERIFICATION AND EVALUATION OF CLOSED AUDIT 
RECOMMENDATIONS 

a .  Ro le  of t h e  Agency Follow-up O f f i c i a l .  T h e  Agency 
Follow-up O f f i c i a l  s h a l l  p e r i o d i c a l l y  e v a l u a t e  t h e  r e s u l t s  
o f  fo l low-up  r ev i ews  conduc ted  by t h e  fo l low-up  o f f i c i a l s  
and t h e  I n s p e c t o r  G e n e r a l .  A s  a  r e s u l t  of such  e v a l u a t i o n ,  
t h e  Agency Follow-up O f f i c i a l  s h a l l  d e t e r m i n e  whether  any  
c h a n g e s  t o  Agency a u d i t  fo l low-up  p o l i c y  and p r o c e d u r e s  a r e  
w a r r a n t e d .  Such d e t e r m i n a t i o n s  s h a l l  be c o o r d i n a t e d  w i t h  
fo l low-up  o f f i c i a l s  and t h e  I n s p e c t o r  G e n e r a l  f o r  n e c e s s a r y  
a c t i o n .  

b .  R o l e  of t h e  fo l low-up  o f f i c i a l s .  Each Follow-up 
O f f i c i a l  s h a l l  b e  r e s p o n s i b l e  f o r  e s t a b l i s h i n g  a  c e n t r a l i z e d  
s y s t e m  t o  e n s u r e  t h a t  agreed-upon c o r r e c t i v e  a c t i o n s  have ,  
i n  f a c t ,  been comple ted  and s h a l l  p e r i o d i c a l l y  a s s e s s  t h e  
e f f e c t i v e n e s s  of t h e  sys t em.  I n  a d d i t i o n ,  s a m p l e s  of  c l o s e d  
a u d i t  recommendat ions  s h a l l  be s e l e c t e d  f o r  p e r i o d i c  r e v i e w  
t o  d e t e r m i n e  t h e  e f f e c t i v e n e s s  of  t h e  comple t ed  c o r r e c t i v e  
a c t i o n s .  R e s u l t s  o f  I n s p e c t o r  Gene ra l  fo l low-up  r e v i e w s  
s h a l l  b e  f u r n i s h e d  t o  t h e  Agency Follow-up O f f i c i a l .  

13. COLLECTION OF DISALLOWED COSTS 

Account ing  and c o l l e c t i o n  c o n t r o l s  s h a l l  b e  e s t a b l i s h e d  by 
, t h e  Bureau of P e r s o n n e l  and F i n a n c i a l  Management f o r  any  
amounts  due  t h e  U.S. Government a s  a  r e s u l t  o f  a u d i t .  

When a n  a u d i t  h a s  r e v e a l e d  a n  i n d e b t e d n e s s  of a  h o s t  c o u n t r y  
o r  overpayment  t o  a  c o n t r a c t o r  t h e  management o f f i c i a l  s h a l l  
g i v e  t h e  a c c o u n t i n g  s t a t i o n  w r i t t e n  n o t i c e  of t h e  Agency ' s  
f i r m  c l a i m .  The a c c o u n t i n g  s t a t i o n  s h a l l  issue a B i l l  f o r  
C o l l e c t i o n  ( n o r m a l l y  t o  be  c l e a r e d  w i t h  t h e  R e g i o n a l  Lega l  



A d v i s o r  o r  G e n e r a l  C o u n s e l / W a s h i n g t o n  fo r  l e g a l  s u f f i c i e n c y )  
a n d  t h e  r e c e i v a b l e  e n t e r e d  i n t o  t h e  a c c o u n t i n g  s y s t e m  i n  
a c c o r d a n c e  w i t h  Handbook 1 9 ,  C h a p t e r  7, a n d  r e l a t e d  i n t e r n a l  
B u r e a u  o f  P e r s o n n e l  a n d  F i n a n c i a l  Management  d i r e c t i v e s .  
T h e s e  d i r e c t i v e s  p r o v i d e  t h a t  a u d i t  d i s a l l o w a n c e s  a s  
c o n c u r r e d  i n  b y  Agency management  s h a l l  be r e c o r d e d  i n  t h e  
f i n a n c i a l  r e c o r d s  w i t h  i n  30 d a y s  a f t e r  r e c e i p t  b y  t h e  
a c c o u n t i n s  s t a t i o n  o f  r e c o r d  as  p r e s c r i b e d  i n  OBM C i r c u l a r  
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