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1. VISION STATEMENT 

The Umted States Agency for Intemahonal Development (USAID) was created m 1961 to advance 
U S foreign policy interests by promobng broad-based, sustanable development and prowdmg 
hurnmtamn assstance for natural and man-made disasters Over the past three decades, USAID 
has promded assistance to the mternabonal commumty by helpmg to address, amehorate, and even 
ehminate the problems of rapid populahon growth, enwonment degradahon, endemic poverty, 
debllitatmg hunger, mass migrabon, and anarchy USAID operates in an mcreasingly complex 
envnonment and thus targets its resources to only those countries and achvibes that achleve 
significant results 

A results-dnven strategic planrung process is the centerpiece of USAID'S management reforms 
USAID'S strategrc planning now focuses on conhnuous evaluatton and learmng at every stage of 
an acbwty or program and its operabng, budget and personnel evaluatton systems have been re- 
engmeered to focus the Agency on achieving results at every level 

The Office of Management and Budget and the CFO Councll conbnue to lead the Federal 
Government an ggressive direcbon toward better financial control over operabons As the 
ChefFinanci M S A I D ,  , I have welcomed, and strongly supported, the many mibabves toward 
revolutionizing the way we do business Within USAID we are m the rmddle of a muh-year 
program to develop-aewan enbrely new program dehvery system As an essentnl part of the 
Agency's overall decision management systems+ have developed and started implementabon of 
a senes of operabonal improvements to our financial management systems Whlle this has proven 
to be no easy task, the progress made, and the addibonal improvements to soon come, are 
designed to make this Agency the leader, wth the most effecbve and efficient financial 
management operahons in the Federal Government 

We plan to achleve all goals for government-wide financial management, legislated by the Chief 
Fmanclal Officer's Act, and as outlined by OMB and the CFO Councll This will be attuned by 
the Agency's even conhnuing re-engineenng program and made operabonal through the full 
implementabon of our New Management Systems (NMS) suite of management mformation 
systems NMS started Washington-wde implementabon in FY 1997 and will be expanded 
worldwde over the next two years Our vlslon, rmssion and strategy, presented below, conbnues 
to he k t l y  and support those promoted by OMB and the CFO Council's guiding pnnciples m 
carrying out the Government Performance and Results Act (GPRA) 
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Ow vision is to make USAID the best example of effecttve financial management 
wthm the entm U S Government 

8 Our mission is to provlde professional financial management m c e s  and bmely, 
accurate, and understandable f i n a n d  management mformabon to promote 
accountabrllty , encourage effiaency , and safeguard US AID resources 

Our strategy 1s that USAID wdl be the k t  by usmg the k t  systems, the best 
technology and the best people m implementing USAID financnl management 
1mbabves 

The Adrmtustrator and I are fully commtted to improvrng performance m all areas of 
accountabhty, effecttveness and efficiency dumg these bmes of shnnkrng government 
resources We also are contmumg ow strong support of OMB's and the CFO Councrl's 
aggressive push to improve financial management throughout the Federal government 
USAID has made and wrll wntmue to make substantd progress m addressmg long standmg 
resowe management and accountabd~ty problems My goals for greatly unproved 
accountabhty and operabond performance are dewed m this strateac plan Through the 
flexlble and wntmued implementahon of thls plan, my comnutment to a-g my stated 
vlsion and mssion is well underway 

As Umted States Agency for Internabonal Development's (USAID) Chef F m c d  Officer 
(CFO), I am pleased to submt our Fmanclal Management Status Report and Plan Thls 
report comphes wth the reporhng guidance recmved from OMB and bnefly summarizes our 
complete program and financial management issues 

k42z%d";r 
Chief Financial Officer an 

Agency D i o r  of Finance 

September 30,1997 
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2 OMBICFO Council Goals 

USAID's diverse group of improvement init~ahves he directly with the goals for improvmg 
government-wide financial management, as outhned in the OMBICFO Council Report 

OMBICFU Ouncil Goal= 
Provide leadership to promote the efficient management of government resources 
and amts. 

USAID wdl meet thls goal by: 

emphasizing management control as an essentd tool to improve operabons 

= developmg mtegrated, state-of-the-art financial management systems to improve resource 
management at all operational levels 

re-engineermg operahons to promote the most efficient and effectwe implementahon of 
Agency programs 

I OMBiCFO Council G a d  
Provrde qwhty f i i c i a l  services to customers based on their needs. 

USAID wffl meet thls goal by- 

= fully developing a commitment to high quality financial management services to all 
customers 

OMBfCFO C o u d  Godq 
Provide high quality finaacial Information on federal. government operations whit% 
fuUy supports fiiandal and performance reporting, 



USAID Chmf F~nanclal M c a r  s Statru Report & Ftve Ymar Plan PI 1997-2001 

USAID d meet thls goal by: 

creatmg an orgmzahonal culture with fully Integrated performance measures, cost 
accountmg and financial reporhng for Agency managers 

creatmg effectwe and efficient integrated financial systems 

developmg a capabhty to handle customers' repomng, analysis and advice requirements 
on an mteractsve, hmely and reliable  bas^ 

0 . W C  0 Coumd God: I E n h a ~ n t b u d l , y - ~ ~ ~  management use of modern tecbnobgy and business I 
practlc 

USAID wdl meet thls goal by: 

w M y  mtegratmg program plannmg , evaluahon, budgetmg , procurement and accountmg 

greatly improving cross-Agency coordinat~on among lme and semce providers dumg 
program implementabon 

I strengthenmg the partnershp between USAID and other members of Execuhve Branch and 
Congress to meet informatton goals 

3. FINANCIAL GOALS m STRATEGIES 

We have updated our plan and now have reestabhshed the following financd management goals 
for the five-year penod covenng FYs 1997-2001 Implementahon is underway and substantwe 
accomphshments have been made in each area 

A ACCOUNTABILITY 

OMBfCFO Cound P m d y  Design management stnrctures that help ensure 
accountabhty for a c b m g  results 
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Status USAID has had a mxed hlstory of compliance with applicable government accountmg 
principles and standards over the years Overall accountability was sufficient, but much more 
needed to be done Limted techrucal and monetary resources have slowed the Agency's progress 
m msmg the standards of its vanous financial systems to comply with applicable accountmg and 
internal control prmciples, standards and requirements Some records were maccurate and the 
utility and quality of many reports for management quesbonable Our plan to improve 
accountabhty is focused on our effort to develop and unplement the NMS a s  has been a rnulb- 
year effort that began implementabon in 1997 

Recent Accompltshments 

NMS, and especially AWACS (AID Worldwide Accounbng and Control System) 
software, is s m n g  to provide more accurate and bmely project financial mformabon to 
senior managers Decision-makers wll have better informabon when they need it 

Electromc project reports are being increasingly used worldwide to assure more accurate 
and bmely accountmg Managers will see the complete financial situabon much sooner, 
and informabon can be easily shared worldwide 

Cash reconclliabons with Treasury has been streamhned The Agency has rncreased 
accountability and effected more efficient cash management by incorporat~ng more 
automated systems 

Reporhng requirements are being ratronallzed in the new systems Reports are bemg 
remewed as to thex management uaty and a senes of more approprrate reports have been 
created Unnecessary and/or unproductwe reportmg are being cut 

Fundmg resewahon responsibilihes have been dstnbuted closer to the users Th~s saves 
hme and cuts unnecessary steps and paper flow 

Performance objecbves and results wdl be mcorporated as key elements in budget guidance 
and budget and program management reviews 

Pks Within our current resource constmnts, we have made significant progress, and plan to 
contmue our efforts toward upgrading accountability at USAID in the following areas Major 
system improvements will conbnue to come on line in 1998 including 
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Streamhned and re-designed programming and budgetmg procedures on both the project 
and admnistrative side of our busmess 

JFMIP government accounting pnnciples/standards are berng incorporated mto our new 
financlal systems and procedures Ths has been an essential part of the NMS design 
effort 

B FINANCIAL ORGANIZATION AND PERSONNEL 

OMBfCPO Cound fnoM* Develop a quality F e d d  financial management wurkforce 
and appropriate CFO organzzat~on structure ta acfuev~ financial manag~ment pnontiles, 

Status USAID's program budget for FY 1997 was approximately $6 6 bdhon, supported by 
about $500 d o n  m operatmg expenses The Agency has U S dlrect hlre financial officers m 
42 of the approximately 60 countries in whlch USAID has an overseas presence The Agency 
employs about 2,500 U S dlrect hlre personnel worldwde Fmancial management has 
approximately 100 U S employees in Washington and 80 U S employees overseas About 
1,300 foreign nabonal employees work at USAID missions abroad as voucher exammers, 
accountants, and financial analysts The finanaal management operahon for the Agency has been 
fully restructured to meet the intent of the CFO Act 

Recent Accomplrshments 

m GS financial management employees contmue to be sent overseas for short-term 
assignments l k s  provldes a "low cost" service to nussions whde giving these 
Washington-based personnel an overseas perspecbve of our world wide operabons 

A Trauung Adwsory Cornnuttee (TAC) has been estabhshed whtch targets the professional 
accounting personnel for improvement of the= slalls through after-hours programs 
AICPA-approved courses are offered m a conbnumg educabon program covemg USAID- 
specific operaQons 
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Authonty to " wnte-off" debt and make financially-onented decisions has been increased 
and delegated outward to missions This empowers missions to more actwely manage 
then own portfolios and make their own decisions associated with their programs 

Performance reviews by the CFO have been expanded to include over 40 field mission 
controllers worldwide 

rn 98 percent of all USAID personnel receive salary through direct deposit electronic funds 
transfers This is the one of the highest rates in the US Government 

Plans In the area of financial organizabon and personnel the Agency is acbvely worlung to 

rn improve the effecbve delegabon, communicauon and accountabihty of financial 
management personnel worldwide In supporhng the needs of their respecbve operabonal 
teams, 

re-design and upgrade the jobs of financial management personnel to fit the new 
management systems under development and implementabon, and 

rn conbnue to upgrade U S and foreign nabonal professionals' job slalls through tmning 

The focus on change in this area will be to restructure and streamline operabons as we downslze 
the overall organizabon and change our business operabons The Agency financial managers of 
the future must be able to integrate more fully the strategic planning, budgebng, financial 
management, and performance measurement funcbons This will be in a much more automated 
operatmg environment We are invesbng in our financial management personnel and are re- 
engineering our organizabon now to assure this future goal can be met 
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C. ASSET MANAGEMENT 

Status The lack of mtegrated financial systems has hindered the Agency's ablllty to manage 
assets effecbvely Unbl we f m h  implementmg the replacement system later m FY 1999, many 
asset management problems wdl perslst However, across the board, we are m a h g  every effort 
to protect assets and improve resource management 

Recent Accompbshments: 

Apphcabon of off-the-shelf travel management software worldwde Work has also begun 
on the electromc, "paper-less" system where all travel documents are signed and routed 
through th~s electronic system The USAID CFO co-chaued a 47-member mter-agency 
task force supportmg applicabon throughout the Federal Government 

The USAID CFO had a leadership role in the JFMIP Travel Re-invenbon Task Force 
Task Force recommendabons are likely to lead to over $800 W o n  m travel savmgs m 
the Federal Government 

Travel advances are much more bghtly managed overall Outstandmg travel advances 
dropped from $4 2 mdlion in 1990 to about $400,000 in 1997 Agency travel cards are 
being ubllzed now by employees which improves cash management and control 

O f f i d  Agency travelers are using the corporate Amencan Express card Our follow-up 
system assures that traveler's vouchers are processed qu~ckly (usually withu~ a week) and 
employees' AMEX habhbes qwckly p d  (the lowest outstanding AMEX debt m the U S 
Government) 
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Implementabon of the Electronic Cemfying System (ECS) is well underway worldwide 
Approximately 44 locabons are m opemuon or about to come on-he Payments are made 
faster and more accurately, with reconciliabons virtually automated away Ninety-seven 
percent of USAIDTWaslungton's vouchers are now pad electronically, one of the hghest 
m the US Government 

USAID missions are pllohng the use of pnvate local banks to make overseas local 
currency payments This pilot effort will increase USAID personnel productrvlty and, if 
it proves fully successful, wlll likely be used more widely to provide more effecbve and 
efficient semce in a down-sized overseas environment 

Phns We have already begun to correct weaknesses in the following areas 

m Improving asset management, fully carrying out Prompt Pay Act requuements 
worldwide, and improving cash management 

m Improving property management 

Developing credit management policies and procedures 

Establishing a credit revlew board 

D MANAGEMENT CONTROL 
-- - 

OMB/CPO Councd fnonty D e s p  management structures that help ensm 
accountabhty for achievmg results r 

Stutus The Agency is well underway in rationalizing and upgrading its management controls, 
especially m the area of financial management 

Recent Accomplashmertts Recent Internal control reviews have resulted in strengthened controls 
over cashier operahons, reduced the time to pay vendors under the Prompt Pay Act and reduced 
the total amount of outstanding travel advances 

PIans We plan to contmue to upgrade the management control program for financial operabons 
to include the following goals 
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Streamlmng the management control program to make it more effectwe and a true 
management tool for all Agency managers, not just m financial management 

Carrymg out an Agency-wde standardized portfolio revlew and reporhng system Th~s 
wrll provlde h e  managers tools to ensure that effectwe management processes are m place 
m each rmss~onloffice and that appropriate management actrons and nud-course correcbons 
are bemg made 

Traclang performance indicators related to management control and tymg them d~ectly 
to the managers' own performance 

Ins~tuhonalizmg management control efforts We wfl  contmue to better focus on 
acheving management integnty in our funchonal approach and assure the oversight 
process is effectwe and efficient 

Undertalang an expanded review of financial management overseas, to mclude broad- 
gauged mspecbon of the adequacy of financial and admmlstrahve management controls m 
both the project and operabonal settmgs 

Estabhshmg a core staff of management control spec~ahsts to plan mbatrves, set pohcies 
and coordmate compliance m all financial management operabons worldwide 

FINANCIAL SYSTEMS 

OMBfCFO Councrl Phonty: Estabhsh financd management systems, usmg 
standatdrzed informatmn and eIectronic data exchange, and commwaally provided 
software and transaction pracesang services to the extent possibk 

A Vmon of the Future 

The Federal Government's Chief Financial Officers Council has proposed that the vanous CFOs 
should work m partnership with program managers to use modern management techmques, 
mtegrated f inand management systems, and accurate and bmely financial mformahon to acheve 
desirable results in a cost effective manner This was based on the Vice-President's Natronal 
Performance Remew (NPR) 
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USAID's Office of Fmanclal Management subscribes to the recommendattons of the NPR and the 
vision statement prepared by the CFO council and has created its own vision and strategic plan 
to move USAID to the forefront of a new era of responsive, effectwe, collaboratwe, customer- 
onented f i n a n d  management To make thls vision a reality, USAID embarked on an arnbibous 
undertalang to replace thirteen disparate financial management systems and applicabons with a 
single integrated financial and informahon management system 

The objectwes of USAID's single integrated financial management system are to 

capture accountmg transacbons when and where they occur, 

reduce the creation and flow of paper, and 

rn generate informat~on, not just data 

In addition, the new integrated financial management system is being linked to mlxed financial 
systems for budgetmg, procurement, program operahons, human resources and property 
management Tfus wdl enable us to capture accounbng transacbons when and where they occur, 
ehmmatmg redundant data entry and greatly slmphfymg the reconciliaQon processes This system 
wdl be used by the headquarters and field offices worldwide It wlll "seamlessly" consolidate all 
financial data enabhg generabon of accurate, and understandable financial reports The net result 
will lead to greater accountability, better decision malang, and measured results 

m s  secbon descnbes USAID's current financial systems structure and the plan of achon to get 
from where it is today to where the Agency is going When completed, USAIDns integrated 
financial management system will meet all pemnent requirements contamed within the Jomt 
Financial Management Improvement Project (JFMIP) Core Financial System Requirements 
document It will also comply with the JFMXP requirements related to direct and guaranteed 
loans 

B Background 

The mlssion of USAID is to administer economic assistance programs through development 
specmhsts who are responsible for planning and implemenhng project activibes in host countries 
These programs are implemented through loan guarantees or grants which are 
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provided to developmg countries Addibonally, contracts andlor cooperatwe agreements are 
awarded to Interested third parhes Despite this stated mssion, President Chnton's FY 1995 
Budget subrmssion stated that USAD's financial management systems were not able to provrde 
bmely, accurate, or useful data for the Agency's annual appropnahons 

C. Current Financml Systems Structure 

As of September 30, 1997, USAID had thlrty eight operabng financial systems which consist of 
over one thousand data files and twenty-two thousand data elements W i t h  the current USAID 
financial systems structure twelve systems relate specifically to core accountmg They are 

Parbapant Payment System (C-380) - This system, which records fundmg, budget, and 
Qsbursement data on USAID sponsored fomgn lmmmg parhcipants, was closed out at the 
end of FY 1997 

Loan Accounbng Informabon System (C-421) - This system mamtams a database of 
accountmg and mplementation mformatm for each loan authorrzed Monetary data such 
as disbursements, obhgabons, interest payments, and pmcipal collecbons are mamtamed 
in summary and detarl 

General Ledger Accountmg and Reporhng (C-422) - This system was to mamtam the 
accounbng and reporbng status of all general ledger loan accounts under the junsdicbon 
of the Agency It is being replaced by AWACS 

Country Financial Reportmg System U-101 ( C- 425) - The CFR subsystem reports the 
f inand status of USAID allotments, obligabons, and disbursement acbvrttes, and funds 
provrded for the Agency's Foreign Asststance program Reports are designed to show the 
financial acbvity pertiuning to each recipient country, m summary form The U-101 
subsystem processes a monthly Summary of Allotment Ledger Transacbons and 
Reconciliabon with Disbursing Officer's Account report whch covers U S dollar funds 
allotted to mssions Basic informabon is provlded for general ledger appropnahons and 
the preparahon of Agency-wde monthly reports which set forth the financial terms of the 
accomphshments of the missions 
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Accounts Recervable System (C-435) - Th~s system records bas~c data from all bdls for 
collecbon and collecbon nohces ~ssued worldwde, anslng from refund and re~mbursement 
actmty, excluding loan payments It prov~des an aging analys~s on outstandmg bds and 
summary data for postmg to the accounts rece~vable general ledger accounts Th~s system 
was closed by the end of 1997 

Cash Journal System (C-445) - The Cash Journal (also called Cash Book) records all 
domesbc accountmg transacbons (receipts and Qsbursements) processed for USAID by the 
U S Treasury and allotment ledger accounts Once a month the Cash Journal System 
produces a SF-224 Statement of Transacbons wh~ch is telecommunmted to the Treasury 
These transachons also mclude Federal Reserve Letters of Cred~t transachons m 
accordance with Treasury requlrements 

Letter of Cred~t Support System (C-501) - This system provides the abdity to enter and 
morutor acbwty related to letters of cred~t ~ssued by the Agency worldw~de All letters of 
credit draw down and expend~ture acbv~ty whrch affects management dec~s~ons are 
collected vla mteracbve panels and presented through on-lme d~splay or hard copy reports 

F~nancial Accounbng and Control System (FACS) ( C-800) - Th~s system was the 
headquarters finanad management system for the Agency and utdized on-lme and batch 
processes to provlde financ~al mformabon to meet the reportmg requuements of USAID 
Th~s system provrdes financ~al control and accountab~hty for funds managed by USAID 
and the Office of Ftnancial Management With the lmplementahon of AWACS ~t was 
pnmmly used by the Trade & Development Agency untd recently and to support the 
transibon to AWACS 

Housmg Guarantee Program Management System (G-100) - HGPMS IS an 
authorizat1on/loan/note/repayment/rece1vab1es clams traclung and management system 
designed for the Agency The system is presented to the loan management staff as 
separate but mterconnected modules Authonzabons, Loans and Rescheduled Loans, 
Notes, Repayments and Monthly Payment Schedules, Receivables, Reference Tables, and 
SystemiSecunty parameters and reports The users can perform on-line queries that can 
be saved and retrieved for future use and reporhng 

Mlsslon Accountmg and Control System (MACS) (W500) - MACS IS a financial 
management tool supporbng USAID mlsslons worldwide that mmporates three d~fferent 
accounting subsystems budget allowance (allotment) accountmg, operatmg expense 
accountmg, and project accounhng MACS IS a transachon-onented, on-line, mterachve 
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system that 1s updated immedately as new transachons are mput A subsystem of MACS 
is the Mssion Accountrng and Control Voucher Traclang System (MACSTRAX) is an 
automated voucher management system which records, tracks, verifies, and schedules 
vouchers for payment by an US disbursing officer 

Status of Foreign Currency Funds (W-FC) - Thls is a "cuff system" that is used to capture 
the status of foreign currencies owned by parhcipatmg governments and whch are 
disbursed and/or withdrawn by mutual agreement with USAID 

a AWACS General Ledger System - The new AWACS General Ledger module 
accumulates USAID financial transamons agamst the US Standardized General ledger and 
wdl generate SF -133 and SF -225 reports As part of the new AWACS core accountmg 
system, the General Ledger 1s integrated wth Funds Control, Accounts Receivable and 
Accounts Payable systems As part of the USAID New Management Systems nuttatwe 
(NMS), AWACS works in tandem with budget, procurement and program operatrons 
software 

D. Current Systems Problem Descmpt~on 

The problem wth current USAID legacy financial systems is their lack of integrabon The 
estimated level of redundancy among these systems is forty-five percent Thus, lack of data 
lntegnty coupled wth redundant system mamtenance is a major problem witlun the Agency whch 
needs immediate correcbve acbon Like many other federal agencies, most of USAID's legacy 
accountmg systems are outdated, expensive to mantam, non-mtegrated, and produce data that is 
mconsistent wth data contamed wthm other support systems Problems wth the legacy systems 
include the followng 

a USAID uses numerous headquarters and overseas financlal management systems, 
subsystems, and "cuff record" systems that requre the mput of redundant and Inadequately 
controlled data 

a USAID1s major financial systems are not integrated Obhgabon and disbursement 
transacbons which take place m the field are first recorded in the MACS and then 
manually re-entered m summary form into in Washmgton 
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The USAID accountrng system has been included in the President's list of the top 100 
"High hsk" programs for the past few years The reasons include 

-- inadequate mtemal controls, 
-- financial abnormalitres, 
-- inaccurate reportmg, and 
-- the lack of bmely management mformabon to support policy formulahon and 

program planning 

E. The AWACS Approach to Improved Fmanaal Management 

To solve the problems currently confrontmg the Agency, USAID has init~ated a major financial 
system redesign effort Tlus project, AWACS, will result in the replacement of the two pnmary 
accountrng systems, FACS and MACS Addibonally, the other legacy financial systems used in 
USAIDIW will be incorporated into the single systems architecture of AWACS Once fully 
implemented AWACS will 

provide a single source of data entry for financial transacbons whch will improve the 
bmehess and relmbhty of the mformabon needed to make better management decisions, 

provlde matenal changes m both the USAID culture and hfestyle, e g , reduce dependency 
on "cuff records", move to a predominantly electronic process, lighten the reporhng 
workload of the missions, Improve productwity, and share ownership of data, 

save money, time, and paper by employing modem technologies and re-engineemg 
current business processes, 

provide integrated data and funcbonality to facilitate improved reportmg and decision 
support, 

bulld the backbone of the Agency's shared corporate database which will offer s~gnificant 
flexibility and permit US AID to provide foreign ad faster, cheaper, and better, and 

remove USAID from the FMFIA "H~gh Rnk" list 
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The development effort actually began in late 1990 when USAID began to analyze its 
reqwements and develop a new headquarters accounting system based upon other agency software 
developed by the Corps of Army Engineers However, Mile visible progress was made through 
1993 and USAID faded to obtam full support from its efforts from either OMB or GSA 

In the Presldent's FY 1995 budget OMB mmtly  reported that USAlD had senous problems wth 
its current financial management systems and expressed reservabons about USAID's abhty to 
adapt the Corps of Enpeers system to USAID's reqwements OMB's reservabons were clearly 
arbculated to USAID's new Administrator and his management team who made it a pnonty to 
determine if the AWACS effort should be conhnued or modified 

As a result of an analysis of the AWACS effort, the new management team deterrmned that the 
adaptahon of other agency software was not appropnate, limitmg AWACS solely to USAID/W 
operahons was unsabsfactory, and USAID needed a new collaboratrve relahonshlp with OMB and 
GSA Consequently, m order to comply with OMB Clrcular A-127, a deternabon was made 
to discontmue the adaptahon of the Corps of Engineers system and develop a Letter of Interest 
(LOI) to procure an off-the-shelf federal financial management software system VMSS) from the 
General Services Adrmnistrahon's Mulbple Award Schedule After consultabon with OMB 
officials and representatwes from other federal Agencies USAID issued a new LO1 Only one of 
the eight potentd bidders on the GSA FMSS schedule responded After a careful review, USAID 
determned that the proposed system would not comply with USAID's basic requirements 

As a result of the LO1 process, and the subsequent evaluahon of the proposed offer, USAID 
sought and received a waver from the OMB requirement to purchase off-the-shelf software from 
the GSA FMSS schedule The waver allows USAID to use the Informabon Englneemg (IE) 
methodology to put into place a modem, fully compliant core accountmg system that Integrates 
completely wth the Agency's budget formulabon, program operahons and procurement systems 
When completed, USAID will request independent venficahon by the GSA to ensure that 
AWACS is m full compliance with all U S government regulahons and standards 
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To help ensure that the wntten standards and guidelines are followed, USAID has made a 
commtment to some fundamental management pnncrples Listed below are a few that apply to 
the AWACS inihative 

s Management Comnutment The lrnprovement of financml management is an Agency-wrde 
pnonty The Admstrator, the Assistant Admuustrator for Management and the Chref Frnancial 
Officer have assrgned the personnel and financral resources to the AWACS development effort to 
ensure that USAID's integrated financial management objectives can be achieved 

s Business Process Re-design The AWACS effort is not being undertaken to automate 
exlshng practices As requrred by OMB Circular A- 127, agencies developing integrated financial 
management systems shall " idenhfy related changes necessary to facrlitate operabon efficiency 
and effecbveness " USAID has made a commitment to leverage technology to eliminate the 
creabon or flow of paper and is loolang for a way to reduce labor intensive acbvihes At each 
step in the desrgn phase the current processes are quesboned so that betteriimproved results can 
be denved with less staff involvement 

s Learning Organizabon USAID has adopted a "learning organrzahon" concept and 
formulated vmous rntegrated teams of functional and technical experts to learn from each other 
and work together to acheve the common objectme of validabng the requirements, desigmng the 
applrcabon, documenbng the system specificabons, establishing the database structure, 
construcbng the code, tesbng the applrcabon, documentmg the process, traning the users, and 
supportmg the mstallation of the code into a producbon environment The USAID teams consist 
of IE fachtator, business system designers, database desrgners, programmers, systems analysts, 
and functional users In keeprng with the above, USAID has empowered the AWACS "budd 
teams" to do what is best for the Agency 

8 Pnvate Sector Outreach Effort USAID is ublizing a pnvate sector outreach program 
whereby c o m p e s  are asked to share wth the Agency theu soluhons to financial and mfonnabon 
issues for possible applicabon withm the government 

8 Standards Compliance To help ensure complrance wrth JFMIP system requrrements 
USAID has created a checkhst contamng all 125 JFMIP Core system requlrernents and distributed 
it to each AWACS burld team AWACS release 4 0 IS 58 7 percent complrant, 16 9 percent 
part~ally comphant, 21 1 percent not compliant and 3 3 percent not applicable 
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User Involvement Withm the estabhshed tune constmnts USAID has sought to keep end 
users regularly involved m walk-through sessions conducted by the design teams Today, end- 
users are parbclpabng on a dady basis in funcbonal testmg of the baselme software 

Outside Contractors Given the slze and nature of the AWACS project, actual 
development of the software is bemg completed by outside contractors To guarantee success and 
rmrnmlze the dependence on any given contractor USAID has sought out the most quahfied 
personnel from several dfferent firms These contractors have been integrated mto a smgle project 
team USAID dmct hue employees supervise all contractors and are duectly responsible for all 
work performed 

rn Project Management USAID is implementmg the AWACS system m accordance wth  a 
plan, schedule, and sequence The design teams are attempbng to document the system 
requirements so that the code can be easdy mammned At each step a formahzed configurabon 
management process 1s admmstered to control the vanous software versions as developed code 
matures and mgrates to the producbon environment 

As ouhed earher, the CFO supports the USAID msslon through implementabon of the financial 
management program Unfortunately, the program has been hampered by senous accountmg 
system and finanad reportmg problems This has been caused by the agency*~ lack of a smgle, 
integrated frnancral management system It has resulted m redundant data entry, supplementary 
accounbng records and burdensome reconchation processes lmpactmg USAID*s ab&y to produce 
financial reports and manage the agency effecbvely 

To correct this weakness, in 1994 GSA, with OMB concurrence, authorized USAID to develop 
an agency-spec~fic core financial management system Work is currently underway to develop 
and implement the AWACS for the seamless integrabon of core financial management funcbons 

F, Current Status of the AWACS Approach 

F1 Completed ActlonsIEvents 

Completed funcbonal testmg and implementabon of Release 1 0 of AWACS software, 
mcludmg standardmid General Ledger and Journal Voucher funcbonahty (October 1995) 
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Completed acquisibon and implementauon of AWACS user hardware and software 
(November 1995) 

Developed and implemented Release 2 0 of the AWACS software, with rntegrated Funds 
Control and Accounts Receivable funcbonality (January 1996) 

Implemented New Management Systems traming program for Washrngton and Mmion 
staff as well as AWACS-spec~fic tmning for financial management staff (March 1996) 

Completed installabon and tesbng of NMS hardware and communicaoons at 44 sites 
world-wide (Apnl 1996) 

Developed and implemented Release 3 0 of the AWACS software wth Integrated Accounts 
Payable functionality and an electronically-searchable accounbng reference library (July 
1996) 
Developed Release 4 0 of the AWACS software for AIDIWashington-wide operabons 
(September 1997) 

Planned act~onslevents (short-term - next 12 months): 

Suspend development of AWACS and undertake a complete review to evaluate system 
status, problems and future funcbonality requirements (October 1997) 

Conbnue development, tesbng and implementahon of addibonal required and appropnate 
funcbonalibes ( January 1997) 

Complete the producbon of auditable financial statements for FY 1997 (February 1998) 

Request teshng by GSA (August 1998) 

Planned act~on/events (longer-term): 

Update/modify AWACS software m accordance with changes in Federal/ US AID statutes, 
regulauons and policies 
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OMBICFO Councri Pkiim#y: Proude accountab&y by b u m g  a comprehensive set of 
standards for Fed& agencies that wrtl q u m e  thew finanad reports to demonstrate 
how Federal money u spent 

Status USAID is requlfed, under the Government Management and Reform Act of 1964 to (1) 
prepare consohdated financial statements each year, beglnntng with FY 1996, and (2) submt 
them, audited, to the Office of Management and Budget and the Department of Treasury USAID 
is well underway m meebng the CFO Act's requnements for audited financial statements for the 
overall agency and the programs desc~lbed below For the first bme in hstory USAID produced 
Agency-wide financial statements for FY 1996, which taken as a whole, fauly presented the 
financial posihon of USAID for the FY ending September 30, 1996 These statements, we 
beheve, were complete, reliable and were prepared on a bmely basis Consistency is not 
apphcable smce these were the h t  consohdated financial statements of the Agency The Agency 
Inspector General determined that he could not audit the statements because USAID did not 
prepare complete, reliable, bmely and consistent financial mformabon 

The Inspector General cited the lack of an integrated financial management system as an 
impediment to complebng k s  audit The lack of such as system, however, does not preclude the 
preparahon and au&t of finanad statements, as emdenced by au&ts performed for other agencies 
In a non-mtegrated enwonment, those mvolved must have greater a understandmg of data flows, 
controls and underlymg processes of the vanous systems, both automated and manual In a survey 
sponsored by the Associahon of Government Accountants, lack of mtegrated financial systems was 
cited as the greatest challenge to the CFO Act implementahon by most respondents The lack of 
an integrated system should not, in our opbon, prohibit the ability to audit the statements and 
render an opmon The full implementahon of an integrated financial management system is our 
objective and will faditate the preparahon of financial statements 

Plans* Improved financial management through the implementatron of the Government 
management and Reform Act of 1994 and Government Performance and Results Act (GPRA) has 
been a pnonty and wll conhnue to be for the Agency We have made sigmficant progress 
implementrng the reqmments of the legdabon Recognmng weaknesses in mkrnal controls and 
systems, idenhfied and reported, enabled us to minimrze nsks and improve processes, includmg 
those inherent in the preparahon of the FY 1996 financial statements Coopers & Lybrand 
L L P , a professional accountmg firm with extensive CFO Act experience, was engaged to assist 
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in the improvement of the overall quality of the Agency's financial repomng processes 

USAID plans to upgrade the Agency-wide financial statement generabon process for the year 
endmg FY 97 The NMS, when fully operabonal, wtll allow us to generate financial statements 
more easily, with greater accuracy and in a more ttmely manner 

m Housmg Guaranty Program (HG) 

Under thls program, estabhshed m 1962, the U S pnvate sector provides long-term fmancmg for 
low-income shelter and neighborhood upgrading programs in developing countnes The U S 
Government provides a 100 percent guaranty of the repayment of loan principal and interest 
Lenders charge merest at favorable commercial rates reflectmg the secunty of the U S guaranbes 
to finance programs tn at least 40 countnes As of FY 97, the program had about $2 2 blllion in 
guarantees authorized and outstandmg 

D~rect Loan Program 

Thls lncludes all loans Issued by USAID and its predecessor agencies, under 28 separate legislatwe 
mandates, smce the lnceptron of U S foreign assistance USAID currently services nearly 2,000 
direct loans At the beg~nning of FY 97, the outstanding loan balance was $13 4 bilhon 

Mcro and Small Enterpme Development Program (MSED) 

This program, establ~shed in 1983, assists the development of the pnvate sector In developtng 
countnes by expanding credit to small businesses and effectmg permanent improvements in the 
lendmg pracbces of financial mstltutrons USAID has pnncipally used loan guarantees to achreve 
the program's goals, but has also used some direct loans The program targets small businesses 
which often have trouble obming adequate financmg due to the conservatwe prachces of lendmg 
institutions and the lack of alternative financing outside the formal banlung sector As of the 
beginning of FY 97, about $20 4 mill~on m loans and loan guarantees have been obligated by 
US AID 

P Israeh Loan Guarantee program 
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In anbcipabon of resettlement costs for special lmrmgrants, the Government of Israel asked the 
U S Government to guarantee the repayment of $10 bdlion m loans from commercnl sources, 
to be borrowed m $2 billion annual increments beginmng m FY 93 As of the b e g m g  of FY 
97, USAID had guaranteed $6 6 bdlion in loans to the State of Israel under the program, and 
ongmahon fees p d  to the U S Government totaled just under $300 milhon 
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MILESTONES FOR IMPLEMENTATION OF THE PLAN 
11 

FINANCIAL SYSTEMS 
I I I I I 

ACCOUNTABILITY 97 98 99 00 01 

Develop/implement financial management performance 
standards 

Incorporate all appropnate government accountmg 
pmciples/standards 

Ensure all Agency financial systems conform to A-127 and 
JFMIP "Core" requirements 

X 

X  

Develop an operational data warehouse/corporate database 

Develop/implement A WACS 

X 

X  

FINANCIAL MANAGEMENT QRGAMZATlON 

X 

Develop upgraded management informabon systems 
I for budgetmg and program management 

Transibon FM personnel and operations to the new 
management operahonal environment 

Strengthen CFO-field controller relabonship 

Educate Agency on CFO Act requirements 

I Recru~t/tram personnel, especially interns (IDIs) 

X 

MANAGEMENT CONTROLS 

X 

I 

X 

Streamline and rahonalize management control efforts 

Develop "core" management control staff 

X X X  

X X X  

X  

X 

X X X  

X  

X X X X X  

X X X X X  

X 

X 

X X X  

~ - 
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MANAGEMENT CONTRQU 97 98 99 00 01 

Conduct rmssion level Internal Control Rewews 

ASSET MANAGEMENT 

X X X  

Undertake reconciliatxons m preparing for NMS 

Implement Prompt Pay Act requirements 

Improve cash management 

Improve property management 

Develop1 implement credit management pohcies & 
procedures 

AUDITED FINANCIAL REPORTING 

.. 

Issue financial statements 

Develop performance standards 

X  

X  

X 

X  

X  

X X X  

X X X  

X X  

X X X X X  


