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This docunent presents the FY 2001-2005 strategic plan for the
USAID O fice of |Inspector General.

This is the fifth plan that consolidates long-term audit and
investigations activities into a single docunent. The pl an
articulates goals and objectives that serve as a franework for
our work over the next five years.

Wiile this plan serves as our general |ong-range strategy, it is
suppl enented by an Annual Plan. Change in our environnment, such
as new laws and new priorities, wll require us to conduct a
peri odi c assessnent of our plans.

The office welcomes insight fromthose who will read this plan.
We appreciate coments from readers that wll serve to enhance
our future planning and allow us to neet the interests of those
who will use our strategic plan.

The consolidated Appropriations Act (P.L. 106-113), of Novenber
29, 1999, expanded the responsibilities of the USAIDOG
Section 205 of the Appropriations Act anmended the |nspector
General Act of 1978, to authorize the USAIDAOG to provide
| nspector General services to the African Devel opnent Foundation
and the Inter-Anmerican Foundati on.
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| NTRODUCT! ON
-

Long-range Pl anni ng

Long-range planning affords an organization the opportunity to
define how it will operate for an extended period of time. This
approach is an effective and efficient way to operate, and
prepares an organization to be nore responsive to a changing
envi ronnent .

Long-range planning requires an organization to state its m ssion
as well as its goals and objectives for carrying out operations.
Long-range plans should also identify assunptions that will inpact
i npl ementation of the plan. The plan presented on the follow ng
pages is our vision of the work the USAID Ofice of Inspector
General (O G wll be performng over the next five years.

Aut hority and Responsibility

The USAID O fice of Inspector Ceneral was established on Decenber
16, 1980, by Public Law 96-533, which anended the Foreign
Assi stance Act of 1961. On Decenber 29, 1981, the President
signed the International Security and Devel opnent Cooperation Act
of 1981, bringing the USAID I nspector General under the purview of
t he I nspector Ceneral Act of 1978.

The Inspector CGeneral Act of 1978 (1 G Act), as anended, authorizes
the Inspector General to conduct and supervise audits and
i nvestigations. As a result of this work the O G recomends
policies to (1) pronote econony, efficiency and effectiveness, and
(2) detect and prevent fraud and abuse in the prograns and
operations of USAID. The Inspector Ceneral is responsible for
keeping the Adm nistrator and the Congress fully informed about
problens and deficiencies in USAID prograns and operations, as
wel | as the necessity for, and progress of, corrective actions.

The 1 G Act was anended by the consolidated Appropriations Act,
(P.L. 106-113) on Novenber 29, 1999. The I G Act now includes the
fol | ow ng:

The I nspector General of the Agency for |nternational
Devel opnent ..shal | supervise, direct, and control audit
and investigative activities relating to prograns and
operations wthin the Inter-Anmerican Foundation and the
African Devel opnent Foundati on.

Funding for the additional responsibilities was addressed as
follows in the Conference Report for the Act:

In the interest of ensuring the independent



operations of the Inspector CGeneral, and that audits
and investigations not be dependent upon the

avai lability  of f unds to the I nt er- Aeri can
Foundation (I AF) and the African Devel opnent
Foundation (ADF), it was decided not to include a
provision nmandating that the I|AF and the ADF
reimburse the Inspector Ceneral for all costs

incurred with regard to audits and investigations of
the prograns and activities of those agencies.
Nonet hel ess, any such costs shall be reinbursed to
the G at the 1G s request.

The O fice of Inspector General has three major elenents: Audit,
I nvestigations, and Legal Counsel and WManagenent. The QA G
mai nt ai ns si x overseas offi ces.

M ssi on Areas

Audi t : The Assistant |Inspector Ceneral for Audit (AIGA 1is
responsi bl e for supervising audit activities relating to worl dw de
foreign assistance prograns and operations of USAID, African
Devel opnent Foundation and the Inter-Anerican Foundati on. Audi t
activities include performance audits of prograns and nanagenent
systens, financial statenent audits as required under the
Cover nment Managenent Reform Act (GWRA), and financial audits of
grantees and contractors.

| nvesti gati ons: The Assi st ant | nspect or Gener al for
I nvestigations (AIdI) is responsible for supervising the
performance of investigative activities related to foreign

assi stance prograns and operations. Effective during FY 2000, the
AlG 1 also assuned investigative responsibilities for the African
Devel opnent Foundation (ADF) and the Inter-Anerican Foundation
(1 AF). | nvestigative activities include investigations of
crimnal, civil, and serious admnistrative violations. The
Assi stant | nspector General for Investigations also operates the
USAI D I nspector Ceneral Hot Line which serves ADF and | AF.

Legal Counsel and Managenent: The Legal Counsel and the Assistant
I nspector General for Managenent provide advice and gui dance to
the Inspector GCeneral and the Assistant |Inspectors GCeneral on

|l egal, admnistrative, financial, and personnel matters. The
Assi stant | nspector General for Managenent is directly responsible
for I npl ementi ng and adm ni stering per sonnel , budget ary,
contracting, logistical, information resource nanagenent, and

admnistrative activities for the AOGs Wshington, D C offices
and the overseas regional offices.

Consul tations with Custoners

Understanding the views of our custoners and ensuring that those
views are addressed in conducting our work is vital to the overall
success of O G operations. Traditionally, we have worked wth



both USAID and Congress in soliciting input to work plans.
Managers in our Audit and Investigations offices hold discussions
with USAID nanagers and Congressional staff nmenbers when

developing the O G Annual Performance Pl an. These di scussions
have helped us to focus our Ilimted resources on issues of
great est Agency, Congressional and taxpayer concern. |n preparing

this plan, we held neetings with the Ofice of Inspector General
at the Departnment of State, to discuss the issues related to the
Foreign Affairs Strategic Plan. Meetings were also held with the
Departnment of Agriculture. W have also nmet with the Managenent
Bureau and the Program and Policy Coordination Bureau of USAID

regardi ng the Agency's environnent. The information gained from
these neetings was used to wupdate the description of our
environment. Meetings have been held wth nmanagenent of both ADF
and | AF.



ENVI RONMENTAL FACTORS
-

The Adm nistration, Congress, and the State Departnent establish
national priorities for the foreign assistance program The
Foreign Relations Authorization Act, Fiscal Years 1998 and 1999,
reorgani zed agencies in the foreign affairs community. Effective
April 1, 1999, USAID operations, especially press relations,
budget, and nmanagenent, are nore closely linked wth the
Departnment of State than in the past. USAID remains an
i ndependent agency.

USAI D has undertaken a nunber of internal nmanagenent initiatives
to redesign internal prograns, systens and operations. The Agency

has a hi story of i nt ernal managenent i nnovat i ons and
reor gani zati ons. The Congress wll Iikely anmend the Foreign
Assistance Act in the next few years and new prograns and new
priorities are expected. The size and operations of USAID may

al so change.

The OG will respond to the changes in the environnent in which
the Agency operates. The follow ng pages discuss, from a Fisca
Year 2001 perspective, the essential assunptions that OG is
maki ng about the environnent.

Addi tional changes to our plans and operations are possible as we
|l earn nore about the operations and prograns of the African
Devel opnent Foundation (ADF) and the Inter-Anerican Foundation
(1 AF).

Qperations in the Overseas Environnent

According to the Wrld Bank, corruption--the abuse of public
office for private gain--is a global problem that exists in all
countries to varying degrees. It also exists in various forns,
including: (1) accepting, soliciting, or extorting a bribe, e.g.
accepting a bribe to influence a governnment's choice of firnms to
supply goods or services; (2) offering bribes to circunvent public
policies and processes for conpetitive advantage and profit, e.g.,
offering a bribe to influence a governnent's allocation of
nonetary or in-kind benefits; (3) engaging in patronage and
nepotism (4) stealing state assets; and (5) diverting state
revenues.

Adverse publicity due to corruption has been a pervasive issue
t hroughout USAID s history that has not helped to further the
public's confidence in the US. foreign aid program Duri ng
USAID s early history, a major USAID enphasis involved financing
capital devel opnent and infrastructure projects. Such activities
were found to offer particularly ripe pickings for corrupt
officials. In the early 1980's, it was comodity usage and | oca
currency prograns that caused USAID nmuch adverse publicity, such



as in the Sahel region of Wst Africa where the Congress
ultimately enacted legislation requiring USAID to certify the
accounting systens of recipient governnents before disbursing
funds to them In nore recent years, considerable adverse
publicity to foreign aid has been generated because of the
scandal s involving massive corruption at the highest |Ievels.
Today, USAID is trying to cope wth such problens as delivering
assi stance where the economes are in transition and where there
is a risk of governnment officials privatizing institutions to
t heir personal benefit.

The Wrld Bank identified evidence that corruption inhibits
econom ¢ devel opnent .

It [corruption] |eads governnents to intervene where they
need not, and it undermines their ability to enact and
i npl ement policies in which governnent intervention is
cl early needed--whether environnental regulation, health
and safety regulation, social safety nets, nacroeconomc
stabilization, or contract enforcenent.

Corruption will continue to exist in varying degrees and, with it,
so will the likelihood of continued and possibly increased adverse
publicity for foreign aid, especially in countries where USAID s:

--prograns are new,

--assistance is provided quickly w thout good managenent
controls, or

--presence is belowthe | evel necessary to oversee the
assi stance effectively.

The Congress currently has |legislation pending that, if enacted as
currently drafted, would require USAID to undertake reports on
corruption. The O G could be required to provide assistance in
developing audit and investigation capacities in devel oping
countries as a result of the |egislation.

Rel ationship with the State Depart nent

The State Departnment is responsible for the developnment of a
Strategic Plan for International Affairs agencies of the U S
Gover nnent (USG) . Beginning with the year 2000, USAID aligned
its Strategic Plan within this framework. Overseas pl anni ng and
coordi nati on anong foreign affairs agencies has increased with the
preparation of a "Mssion Performance Plan” which reflects the
national interests set forth in the US  Strategic Plan of
I nternational Affairs.

Flowing from the USAID Strategic Plan is the Results Review and
Resource Request (R-4). The R4 links the budget request to the
achievemrent of the strategic objectives identified in the
Strategic Pl an. USAID s FY 2001 R-4 guidance acknow edges the



requirenent that resources and activities overseas nust be
coordi nated anobng overseas entities to neet national interests.
Internal planning in USAID is consistent within the foreign
affairs franmework.

This new relationship with the Departnment of State may result in
USAID funds being used to finance high-risk activities. For
instance, the Departnment of State has traditionally shown a
preference towards balance of paynents support and the use of

"not wi t hst andi ng" aut hority. This authority permts the
procurenment of goods and services outside of normal Federal
procurenment processes. This kind of assistance wll [likely

increase, and it is also likely that the Departnent of State wll
deci de to manage sone devel opnent assi stance directly as indicated
in the International Affairs budget proposed for fiscal year 2001

Fundi ng Resources for USAID

The level of funding for the Agency's operating expense budget
continues to be a concern for the Agency. Declining |evels of
operating expense funds are causing USAID to seek ways of

providing oversight. This in turn directly affects accountability
for foreign aid and USAID s ability to protect it fromcorruption.
The USG has conpleted a nmajor review of operations overseas for
t he purpose of assessing the levels of Anericans assigned to U S

Enbassi es. Its recommendations could further affect both USAID
and the OG At the sane tinme, the USGis reviewing the security
needs for Enbassies and other buildings overseas. Those who

remain overseas are likely to find significantly higher costs to
mai ntain newer or nore secure overseas operations. Wile sone
facilities are to be funded by special appropriations, other
mai nt enance costs nust be covered from operating expenses.
Qperating costs related to the International Cooperative
Adm ni strative Support Services (I CASS) agreenents are expected to
rise dramatically in the next five years, making overseas presence
even nore expensive.

In an environnent where corruption poses ngjor risks and requires
strong accountability, oversight and other neasures to reduce the
risks of loss, increased staffing and operating expense budgets
would normally be expected to acconpany the kinds of new
activities that USAID is being required to admnister. USAI D may
find a need to allocate nore staff and noney to adm nister high-

visibility prograns nore effectively. However, the absence of
additional staff and budget resources wll Ilikely result in
adverse consequences. USAID often is forced to reduce or

elimnate direct hire staff in countries wthout reducing or
elimnating the prograns in those countries.



Over seas Presence:

Over the past few years, USAID has decreased the nunber of USAID
M ssions/ O fices overseas. USAID s net change in the nunber of
field mssions and of fices has decreased from97 in 1993, to 81 in
2000.

USAID maintains prograns in countries in which there are no US
Direct Hire (USDH) presence to nanage the activities. The trend
for programmng USAID activities in countries where it has no
presence is not clear. The difficulty in managi ng such overseas
activities has been recogni zed, however.

Accordi ng to agency managers, the Congress and the foreign affairs
community have required USAID to establish nore prograns in
countries where it has no or limted staff. The shift from USAI D
managed prograns to limted prograns nmanaged by non-governnenta

organi zations (NG>s) and private sector resources neans that
activities are highly vulnerable to | oss, waste and abuse.

Wor k Force Level s:

The Agency has undertaken several initiatives to ensure that there
will be adequate staff wth appropriate skills to fulfill its
mandat e. One initiative, the W rkforce Planning Task Force,
devel oped recommendations for workforce realignment, flexibility
and prof essional devel opnent.

As a result of one of their recomendati ons, the Agency created an
Agency Managenent Council. The Council neets nonthly and approves
all external recruitnment actions, except for the OG The Counci
is currently working on a USAID headquarters planning initiative.
Addi tional operating expense funds are being sought when new
prograns are added to better match the prograns to the required
staffing. The O G plans to nonitor inplenentation of human
resource managenent actions including training designed to address
human resource capability.

Since 1993 the Agency has reduced its staff size by nearly 37
percent to a current |evel of about 2100 direct hire personnel.
O this nunber, approxinmately 680 are assigned overseas. For the
bal ance of the years in this Strategic Plan, USAID projects a
stable work force level at 2,000 USDH enpl oyees.

USAI D Systens WI | Change

USAID is inplenenting a new i ntegrated financial nmanagenent system
to neet all federal accounting and systemrequirenents as nandat ed
by the Federal Financial Managenent |nprovenent Act (FFMA). The
new system is to provide for conplete, reliable, tinmely, and
consistent financial and managenent information, including the
ability to generate reliable financial statenents and to link
costs to performance results. Better information should inprove



manager s’ ability to make informed decisions about USAID
operations and to inprove accountability for resources and
results.

Until the new systemis inplenmented, USAID will continue to rely
on its current systens. Because these systens do not operate
ef fectively, USAID managers will continue to be hindered by a | ack
of timely, reliable, and useful information about their prograns'
financial and performance status. These system deficiencies
further increase the risks USAID faces in providing proper
stewardship over program resources in an already vulnerable
envi ronnent .

As part of the new information technology systens, USAID has
reassessed the Payroll system and the related data systens. To
i npl ement new technology and to reduce operating expenses, USAID
will contract for payroll services. Begi nning in QCctober 2000,
the National Fi nance Center, New Ol eans, will assumne
responsibility for the USAID Payroll system

USAI D Activities WII Be Vul nerabl e

Whet her USAI D expands, contracts, changes direction, or devel ops
and undert akes new and i nnovative activities, di fferent
vul nerabilities nmust be recogni zed.

Reduced Staffing Levels:

The Agency continues to reduce the |level of oversight provided by
USAI D career enployees and increasingly relying on contractors,
Private Voluntary Organizations (PVGs) and Non-CGovernnent al
Organi zations (NGGs). This trend will Iikely continue. Reduced
USAID presence will increase vulnerabilities and the Iikelihood
that fraud and abuse may go undetected or unreported, particularly
in countries where corruption is nore preval ent.

Program Direction

USAID anticipates operating fewer bilateral mssions, nmanaging
nore activities from regional or centralized offices, and
increasing its reliance on PVGOs and NGCs. USAI D activities have
been especially vulnerable during periods of rapid change in
direction, i.e., when opening or closing overseas m ssions or when
noving into new program areas. Large program increases,
especially for energency prograns, are also |ikely sources of
vul nerability.

Wor ki ng Envi ronnent :

USAID works in many countries that lack a strong accountability
environnment, which is one factor that fosters corruption as
di scussed earlier. Such countries generally do not naintain



accounting and data systens on the U S. fiscal year basis. The
inconpatibility of the USG reporting with data collection on a
calendar or other vyear basis conplicates the gathering and
anal ysi s of performance neasurenent of USAID overseas projects.
The USG concern about foreign corruption is leading to many
initiatives to bring attention to the problem To the extent that
USG prograns can strengthen the accountability environment, the
Agency prograns will benefit. 1In the neantinme, in the absence of
| ocal economic and political transparency, USAID nust naintain
continual vigilance to ensure assistance funds are used for
i nt ended pur poses.

O G Field Locations and Staff Distribution May Change

O G Staff Size and Locati on:

The Qutconme Goals enunerated in this Plan are based on a worl dw de
USDH aut horized ceiling of 196. Approxi mately 48 enpl oyees are
assi gned overseas. Rising costs for various categories of
expenses could put pressure on all categories of funds that are
not fixed expenses over the next five years.

The OAG mintains six regional of fices. The regional
responsibilities for each office vary. Sone offices are
responsible for USAID prograns in nore than 20 countries. W

continue to evaluate the placenment of our regional offices, the
| evel of staff and the associated costs. W w Il make appropriate
adj ustnents to maintain overseas offices. Increases in the USAID
funding for the Eastern European and the New I|Independent States
region required that additional audit and investigations staff be
pl aced over seas. Li kewi se, energency suppl enental appropriations
for the Central American and Caribbean region neant that
additional O G staff was needed to provide oversight from the
Regi onal Inspector GCeneral office in San Salvador. These
assignnents are subject to priority work needs and wll Dbe
reconsidered for transfer to other locations as the work on these
prograns is conpl eted.

The cost of deploying direct-hire staff to overseas locations is
currently estimated at $194,000 per enployee annually, evenly
di vi ded between average sal ary expense and support costs. Ther e
is no current projection of additional security costs overseas
that would be allocated through the International Cooperative
Adm ni strative Support Services (I1CASS) system Over the next
five-year period, all costs associated with O G operations are

expected to rise. The overseas cost IS necessary to neet our
audi t and investigation responsibilities for the foreign
assi stance program and is essential to our mssion. The |evel of
overseas staff wll be reevaluated as costs increase wthout an

i ncrease in funding. The audit and investigation field presence
is supplenented by performng audit and investigations work with



staff traveling from Washington which is also expensive and tine
consum ng.

Tr ai ni ng:
W recogni ze that changes currently underway in both USAID and O G
managenent systens, as well as future systens advances, wll
require a continuing conmtnent to skill devel opnent and training.

Budgetary Level s:

We anticipate receiving a $27 mllion appropriation for fiscal
year 2001. This would represent an increase of $2 million from
our fiscal year 2000 appropriation. This additional noney will
enable the O G to provide congressionally mandated oversight of
the Inter-Anerican Foundation and the African Devel opnent
Foundati on and cover inflationary increases in our donestic and

overseas operations. W anticipate that the current no-year
carryover balance will be elimnated by the end of fiscal year
2002.

Aut onmat i on:

W anticipate changes in operating procedures, resulting
greater efficiencies, inproved processes, and a greater abilit

in
. y to
track and report the results of operations.

Position Allocations for Fiscal Year 2001 through 2005

POSITIONS
IG Immediate Office 6
Audit 126
Investigations 32
Legal Counsel 3
Management 29
Total 196
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M SSI ON, PRI NCI PLES,
GOALS, PERFORMANCE MEASURES, AND OBJECTI VES

The O G M ssi on

The M ssion of the Ofice of Inspector General is to
contribute to and support integrity, efficiency, and
effectiveness in all activities of the U S. Agency for
I nternati onal Devel opnent, the African Devel opnent
Foundati on, and the Inter-Anmerican Foundati on.

Princi pl es

In acconplishing this mssion, the OG Team will show comm t nent

to:

Col | aboration by working with USAID  ADF, and |AF
managenent to elimnate fraud, waste and abuse in
Agency activities; working to pronote devel opnent;
understanding the entire O G program and its inpact on
devel opnent ; hel ping rmanagenent find solutions to
probl ens; and renenbering that our success is neasured
by the success of our coll eagues.

Integrity by striving to display character, decency,
and honor in everything we do; working openly and
fairly with our colleagues; acknow edging what works
and what does not; showing respect for one another;
mai ntai ning independence to ensure objectivity and
inpartiality; and accepting responsibility for our own
acti ons.

Excellence by striving to produce work that has
di stinction, merit, quality, and inpact; wor ki ng
efficiently with highly trained people who enjoy equa
opportunities to excel; delivering products which are
accurate, tinmely, conplete, concise, and neaningful
and presenting work in a way which is nost useful to
responsi bl e officials.

Goal s and Perfornance Measures

The goals of the OG are defined by our Strategic Franework and
are related directly to the statements on M ssion and Principles.
goal articulated below, has acconpanying performance
res that describe what we expect to acconplish. This concept
of goals and related performance neasures is what drives
specific work to be acconplished during the next five years.

Each
neasu
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work is detailed later in this docunent in the section on
i npl ementi ng annual pl ans.

Performance neasures for goals are a neans to assess the AOGs
| ong-term i npact. It is obviously a very difficult task to
neasure O G inpact, especially since the O G does not have line
authority over nanagenent. However, it is essential that we be in
a position to denonstrate whether we are successfully carrying out
our legislative mandate and our mssion in collaboration wth
managenent .

To assess effectiveness, integrity, and efficiency, our challenge
is to show, over a long period of tine, whether USAID, ADF and | AF
is inproving or declining in these areas.

H storically, the OG comunity has focused on perfornmance
measures such as the nunber or anount of increased efficiencies,
anount of funds recovered, or the nunber of cases successfully
prosecuted. The follow ng goals and perfornmance neasures include
traditional measures and progress in reaching positive goals in
the OG Mssion Statenment and the |G Act.

12



GOAL

To pronote and preserve integrity of USAID,
ADF and | AF prograns and operations.

Measur es: The O G and mnmanagenent contribute to integrity as

denonstrated by the extent that USAI D, ADF and | AF:

. have accurate and reliable financial systens, files, records
and avail abl e underl yi ng supporting evidence;

. identify and resolve material internal control weaknesses in
fi nanci al managenent practices;

. identify and resolve instances of nonconpliance wth
applicable I aws and regul ati ons;

. identify funds owed to their agency and ensure paynent of
debt s;

. make neasurable progress toward their own reliable financia

reporting and that of external recipients;

. successfully pronote transparency and accountability in
reci pient country environnents;

. have enpl oyees, Foreign Service nationals, and contractors
wth sufficient know edge to identify possible integrity
probl enms in prograns or operations;

. have enpl oyees, foreign service nationals, and contractors
who identify integrity problens on a tinely basis and take
steps to address them and

. take appropriate action based on investigative findings.

Obj ectives and Wirk in Support of the Integrity Goa

Audit wll perform audits in conpliance with the Governnent
Managenment Reform Act (GVRA) and the Chief Financial Oficers Act
suppl enented by audits of contractors and grantees (U S. and
forei gn based), under the requirenents of the Single Audit Act and
USAID policy extending the Act's principles to non-US.

contractors and grantees. OGA wll audit USAID activity to
inplemrent the provisions of the Federal Financial Managenent
| mprovenent Act). OGA will also work with recipient country
Suprenme  Audit I nstitutions to pronote  transparency and

accountability.
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OG A s objectives will be to help assure, as appropriate, the :

. i npl emrentation of the requirenents of the CGovernnent
Managenent Reform Act of 1994 and the Chief Financial
Oficers Act of 1990, and in producing overall financial
statenments that accurately present operations;

. audi t coverage of grants, contracts and cooperative
agr eenents;

. i npl ementation of an integrated financial mnanagenent system
that neets FFM A requirenents;

. i npl ementation of the Federal Managers' Financial Integrity
Act (FMFIA) requirenents by strengthening its process for
(1) establishing and assessi ng managenent controls, and
(2) reporting and correcting control deficiencies; and

. capabilities and performance of recipient country Suprene
Audit Institutions to provide inproved accountability over
donor funds.

| nvestigations W ll investigate alleged violations of federal
crimnal, civil, law and serious admnistrative infractions;
provi de evidence to the Departnent of Justice, Agency decision-
makers, and others; and equip personnel with training in fraud
detection and prevention.

O G| objectives will be to:

e Detect and prevent fraud, waste, and abuse in prograns and
oper ati ons;

« Vigorously pursue personnel integrity cases via the Special
| nvestigations D vision; and

« Engage in proactive neasures to reduce enployee and partner
m sconduct and hei ghten awareness of fraud and corruption.

* k% k% k% %
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GOAL

To work to Prormte and preserve efficiency
of USAI D, ADF and | AF.

Measures: The O G and nmmnagenent contribute to efficiency as
denonstrated by the extent that USAI D, ADF and | AF:

. link costs to results;
. have systens that accurately report costs and results;
. have denonstrated success in decreasing costs relative to

results; and

. change strategies when results dimnish relative to costs.

Obj ectives and Wirk in Support of the Efficiency CGoal

Audit will performaudits and reviews that relate to efficiency.
Most specifically, this work will focus upon inplenentation of the
Chief Financial Oficers (CFO Act and upon USAID s reengineering
initiatives.

O G A s objectives will be to:

. work to neet CFO Act requirenments for accurate reporting
(particularly of cost information), integration of accounting
and budgeting information, and performance rmeasurenent
devel opnment and i npl enentati on; and

. work to neet its reengineering objectives by auditing or
reviewing various aspects of those initiatives such as
budgeti ng, procurenent and/or personnel reformthroughout the
five year period.
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GOAL

To pronote and preserve the effectiveness of
USAI D, ADF and | AF.

Measures: The O G and managenent contribute to effectiveness as
denonstrated by the extent that USAI D, ADF and | AF:

. have neasurabl e perfornmance targets;

. have adequate systens that report perfornmance;

. achieve or is on schedule to achieve performance targets;

. change strategi es when performance targets are not net; and

. make positive, system c changes in the way they do business

as a result of investigative efforts.

Obj ectives and Wrk in Support of the Effectiveness CGoa

Audit wll maintain flexibility addressing significant issues
affecting effectiveness. However, it will increasingly orient its

operations under this goal to focus upon two primary areas of
concern, nanely:

. i npl enmentati on of the CGovernnent Performance and Results Act
("Results Act" or GPRA); and

. i npl ementation of the dinger-Cohen Act, nost specifically in
its devel opnent and inplenentation of disciplined processes
to select, control, and evaluate information technol ogy

i nvest nent s.
O G A s objectives will be to:

. work with USAID, ADF and IAF to inplenent Results Act
requi renents; and

. work to inplenment disciplined capital investnent processes in
devel opi ng rmanagenent i nformati on systens.

O G A began examining USAID s inplenmentation of the Results Act
during fiscal year 1997. W wll continue this effort by:

(1) scheduling performance audits of USAID s seven strategic
goals over a nulti-year period. These audits will determ ne
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whet her USAID s goal -oriented operations conply with Results
Act requirenents, nanmely, "Does USAID (a) have adequate
performance targets, (b) have adequate results reporting
systens, (c) achieve targeted results, and (d) change
strategy when planned results are not achi eved?;"

(2) reviewing USAID s annual Performance Pl ans, which USAI D nust
submt to the Ofice of Managenent and Budget (OVB) to neet
Results Act requirenents.

O G A began exam ni ng USAI D s compliance with specific
requirenents of the dinger-Cohen Act in fiscal year 1998, and
will continue auditing this area throughout the five-year period.
W began reviewing USAIDs inplementation of an integrated
financial managenment system during fiscal year 1996, intensified
our focus in fiscal year 1997 and 1998, and will continue auditing
the systemthrough its full devel opnent and i npl enentation.

* * * * *
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FROM GENERAL GOALS TO PERFORVANCE GOALS

| N THE ANNUAL PLANS —Wbirk from 2001 t hr ough 2005
-

Each year, the O G develops and publishes a plan of the work it
expects to acconplish during the fiscal year. These annual plans
detail the specific work for the mgjor mssion areas—audit and
investigations. That work is designed to be consistent with the

m ssion, goals, and objectives outlined in this strategic plan.
The vision for program coverage that the Assistant |nspectors
General believe will be essential to fulfilling the OG mssion is
presented in the follow ng sections.

-~ AUDIT --

The audit goal is to help USAID, ADF and | AF inplenent strategies
for sustainable developnent and provide USAID nanagers wth
information and recommendations that wll inprove program and
operational performance. |In preparing a five-year audit strategic
pl an, our purpose is to provide a framework w thin which USAID,
ADF and | AF prograns and functions can be considered for audit.
The conplexity of the prograns and functions demand that our
staffing resources be targeted at those high risk progranms and
functions nost vul nerable and in need of assistance.

The Congress and the Administration recently established a nunber
of reforns. The major reforns, many since 1990, have added new
requi rements on Agency nanagers.

During this period, we are focusing our audit activity on USAID s
efforts to inplenment requirenents of:

t he Federal Managers' Financial Integrity Act of 1982;
. the Chief Financial Oficers Act of 1990;

. t he Governnent Performance and Results Act of 1993;

. t he Governnent Managenent Reform Act of 1994;

. the Single Audit Act as anended in 1996;

. the dinger-Cohen Act of 1996 (fornerly the Information
Technol ogy Managenent Reform Act of 1996);

. the Federal Financial Mnagenent |I|nprovenent Act of 1996;
and

. the Governnent Information Security Act of 1999.
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In addition to audit activities designed to help the USAI D, ADF

and | AF neet legislative requirenents, OG Audit will also focus
audit activity in areas that are considered high-risk. This kind
of activity includes audits of Public Law 480, Title Il food
pr ogr amns, procur ement , and emer gency and reconstruction
assi stance, such as assistance responding to Hurricane Mtch, the
conflicts in Kosovo and Bosnia, etc. As well, non-Federal
auditors wll provide significant audit activity, under our

general oversight, to contribute to and support the financial
integrity of contractors, non-governnental organizations, and
other institutions that receive USAID fundi ng.

The Federal Managers' Financial Integrity Act of 1982 (FMIA)

FMFIA requires affected Federal agencies to establish adequate
i nternal accounting and adm nistrative controls to prevent, to the
greatest possible extent, fraud, waste and abuse in Federal
pr ogr ans. Agencies must annually report to the President and
Congress whether their systens of internal accounting and
adm ni strative controls provide reasonabl e assurance that interna
control objectives are achieved.

Chief Financial Oficers (CFO Act of 1990

The CFO Act requires affected Federal agencies to, anong other
things, develop and nmaintain an integrated agency accounting and

financial management system including financial reporting and
internal controls.

Gover nnent Performance and Results Act of 1993 (Results Act or
GPRA)

The Results Act requires affected Federal agencies to inprove
Federal program effectiveness and public accountability by
pronmoting a new focus on results, service quality and custoner
sati sfaction. It requires that agencies develop and inplenent
plans for identifying program objectives and neasuring program
results.

Gover nnent Managenent Reform Act of 1994 ( GVRA)

GWRA requires that each affected Federal agency produce annual
audited financial statements of its operations. Under the Act, an
agency nust conplete audited financial statenments each year
covering all of its accounts and associated activities. These
financial statenments are to report not only the agency's financia
position and operational results, but also must also provide
further information allowing Congress and the public to assess
managenent performance and stewardship of agency resources. An
agency nmust submt these statements to OVMB no later than March 1
of the follow ng year
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Single Audit Act (as anmended in 1996)

The Single Audit Act requires Federal agencies to pronote sound
financial nmanagenent, including effective internal controls, wth
respect to Federal awards adm nistered by non-Federal entities.
USAID prograns utilize the services of both Federal and non-
Federal auditors. Non- Federal auditors include both commerci al
firms contracted for by O G A or by recipients and indi genous host
governnent audit organizations (commonly terned "Suprene Audit
Institutions").

Audit Coverage of U S. G antees

USAID s U. S. grantees are generally audited under OVMB G rcul ar
A-133 requirenents (although AIG A retains the authority and
capacity to audit specific grants and grantees using its own
resources, if deemed necessary). O G A nmanages USAID s A-133
program reviewing and distributing audit reports and reviewi ng a
sanpl e of auditor working papers to ensure that these recipient-
contracted auditors nmaintain appropriate auditing standards.

Audit Coverage of U S. Contractors

USAID s U S. contractors nust undergo agreenent-specific audits
under the terms of their individual contracts. Wile AOGA
perforns a limted nunber of such audits, nobst are perforned by
Federal auditors at the Defense Contract Audit Agency (DCAA),
under the ternms of an inter-organizational Menor andum  of
Understanding. QO G A manages this program distributes resulting
reports to appropriate parties, and tracks audit recomendations
t hr ough nmanagenent deci sion.

Audit Coverage of Non-U S. Grantees and Contractors

Wiile the OGdirectly audits a limted nunber of USAID grants and
contracts to non-U S. entities, the vast mgjority are audited
under a recipient-contracted audit program based upon OVB Circul ar
A-133 principl es. I n-country public accounting firns or Suprene
Audit Institutions (SAls) generally perform these audits. AlG A
hel ps USAI D nmai ntai n accountability under this program by:

. determining the capacity of auditing entities to performthe
audi ts;
. provi di ng assi stance and training for participating auditors,

grantees and USAID personnel within the limts of available
A G resour ces;

. reviewing final audit reports and a sanple of auditor working
papers for conpliance with appropriate auditing standards;
and
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. tracking audit recommendations until managenent deci des upon
a plan of corrective action.

The dinger-Cohen Act (fornerly the Information Technol ogy
Managenent Reform Act of 1996)

The dinger-Cohen Act requires affected Federal agencies to
i npl ement disciplined processes to manage information technol ogy
as a capital investnment. The Act requires agencies to appoint a
Chief Information Oficer and to maximze the return on
investnents in information technol ogy; assess and nanage risks

and nonitor progress in terns of costs, system capabilities,
tinmeliness, and quality.

Federal Financial Managenent | nprovenent Act of 1996 (FFM A)

FFM A requires affected Federal agencies to inplenent and maintain
financial rmanagenent systens that conply substantially wth
Federal financial nanagenent systens requirenments, applicable
Federal accounting standards, and the U S. Covernnent Standard
General Ledger at the transaction |evel.

Governnent Information Security Act of 1999

This Act, which is still pending enactnent in the Senate, is
designed to provide a conprehensive framework for establishing and
ensuring the effectiveness of controls over information resources
that support Federal operations and assets. When enacted, the
Act, would require USAID to obtain an independent evaluation of
its conputer security status and require the OG to audit the
i ndependent eval uati on.

Wrking with Recipient Country Suprenme Audit Institutions

Governnent operations in many USAID recipient countries |ack
transparency and effective mechanisns to ensure accountability
over donor funds. Most countries receiving USAID funds have,
however, established national internal audit agencies referred to
as Suprene Audit Institutions, or SAls. Oten called Auditors
General, these organizations are a recipient country's first |ine
of def ense in conbat i ng gover nnent fraud, wast e, and
m snmanagenent. Unfortunately, these organizations often |ack the
fundi ng, independence and expertise to play this crucial role.
Over the next five years, the OG will continue to inplenment a
plan to help SAls inprove their ability to fulfill their oversight
function. Qur objective is to work with USAI D managenent to
provi de conplete accountability over USAID contracts, grants and
cooperative agreenents and to add at | east one SAl per year to the
nunber of organi zations authorized to audit USAID funds.
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Agency-wi de Audits

The O Gw |l conduct Agency-w de audits of significant issues that
have broad inpact on USAID headquarters and/or m ssion prograns
and operations. These audits nay be directed by either regional
or Washington audit offices and wll generally cover several
country prograns, as well as bureau and other headquarters
of fices. Significant issues that are relevant to the overall
managenent of USAID prograns will be devel oped each year during
t he annual planning process. The purpose of these audits wll be
to provide relevant and significant information to USAI D managers
on the overall results of USAID prograns and operations. W wll,

to the greatest possible extent, use scientific sanpling
techniques to nmaximze the inpact of our recomendations. The
audit reports resulting fromthese worldw de reviews will usually

be directed to USAID Assistant Adm nistrators or higher |evel
of ficials.

G ants to International Organi zati ons and | nteragency Transfers

Approximately $305 million will flow through USAID to
International Organizations during the period Cctober 1, 1999
t hrough Septenber 30, 2000. These funds flowed primarily to the
United Nations and its agencies. The Foreign Assistance Act
requires the Conptroller General of the United States (i.e., the
U.S. Ceneral Accounting Ofice) to audit such funds if the United
States is the sole contributor to the organization or activity
bei ng funded. If the United States is not the sole contributor,
which is generally the case, there is no audit access provision
and neither the U S. Ceneral Accounting Ofice (GAO nor the USAID

OG is emowered to audit such funds. In such cases, the
recei ving organi zation submts reports to donors attesting to the
proper use of the donated funds. G ven these circunstances and

absent a change in existing legislation, USAID O G plans no audit
coverage of such funds over the next five years.

MIllions of dollars of funding flow through USAID each year to
other U S. CGovernnment agencies. These transfers are authorized
under Section 632 of the Foreign Assistance Act that addresses
allocation and reinbursenent of funds anbng U S. CGovernnent
agenci es. Wiere these nonies are obligated by USAID prior to
transfer, USAID retains audit rights and responsibilities. 1In the
case where the transfer occurs prior to obligation, the receiving
Agency incurs audit responsibility. OG will consider audits
targeted toward those funds under USAID responsibility on an
ongoi ng basi s throughout the five-year period.

Assi sting USAID in Maintaining Accountability in Crisis Situations

USAID is increasingly being asked to respond to unforeseen crises,
fromweat her-rel ated damage in Central America and Southern Africa
to man-nade crises in Central Africa, the Bal kans, and Asia.

O G Audit and O G lnvestigation, working in collaboration, have
devel oped and will continue to develop innovative approaches to
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assist USAID nmanagenent in nmaintaining accountability over
t axpayer funds in such situations.

In the recent past, such approaches have incl uded:

(a) concurrent auditing, i.e., auditing relief activity on a
“real tine” basis;

(b) extensive training and fraud awareness prograns for USAID
enpl oyees, local auditors, host governnent representatives,
contractors, and grantees;

(c) risk analyses of |ocal grantees and contractors and grantees;
and

(d) risk analyses of local grantees and contractors to assist
USAI D managenent in identifying areas of vulnerability.

OG will continue to develop innovative approaches tailored to
particul ar circunstances.
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-~ | NVESTI GATI ONS - -

OdI1's principal goal is to work with USAID, ADF and |AF to
protect and nmaintain the integrity of their prograns and
operations. This is done by investigating allegations of Federa
crim nal violations and serious admnistrative infractions
i nvol ving prograns and personnel. Results of inquiries involving
crimnal and civil violations are provided to the Departnent of
Justice (DQJ). Adm nistrative matters are referred to Agency
deci si on- makers. W ensure our investigations are conducted and
reported in an independent, tinely, objective, and inpartial
manner .

O G| denonstrates commtnent to partnership, integrity, and
excellence by tinely, balanced, and objective investigations. W
recogni ze our duty to protect the rights of enployees and others
during the course of an investigation. We understand our
responsibility to mai ntai n t he confidenti al nat ure of
investigations, and release information strictly in accordance
W th | aws safeguardi ng privacy.

AOGI wll continue to develop an effective working relationship
wi th USAI D, ADF and | AF by ensuring that:

(a) Enployees, grantees, and contractors are famliar wth
i ndicators of fraud and abuse and pronptly report instances
of potential fraud and abuse to the O G as required by |aw

(b) Qur investigations are conducted in a tinely mnner
docunented accurately, and that wuseful information 1is
report ed.

(c) Qur investigative work product is used as the basis upon
which effective action is taken by crimnal and civi
prosecut ors, Agency managenent and ot hers.

O Gd | neasures progress toward achieving this goal by review and
statistical analysis of results and workload data (e.g., nunber
and type of inquiries initiated based on enployee and contractor
referrals, actions taken by Agency managenent or DQJ as the result
of investigative findings, etc.).

General Objectives and Strategies to Contribute to |nproving
Integrity in USAID, ADF and | AF

OGI will continue to address areas relating to:

. Devel oping rel ationships which encourage the exchange of
information: Enployees and contractors are nore able and
wlling to share information regarding fraud, waste, and
abuse in prograns when they understand their reporting rights
and obligations. Specifically, what they should report, the
ease with which they may report, and the assurance that
protection and confidentiality may be provided in certain
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situations. OGI wll continue its efforts to educate
enpl oyees regarding what to report, and neke the ease of
reporting (800 - Hot Line, OG Milbox, Email Hot Line)
better under st ood.

Provi di ng Federal prosecutors, Agency officials, and others
who have to take action on the basis of our investigations
with the best, nost tinely and nost accurate information
avai l able. To achieve this goal, we wll:

(a) pronptly evaluate incom ng information and all egati ons,

(b) help custoners resolve issues which we will not
i nvestigate, and

(c) discuss with custoners early in the investigative
process any speci al needs or requirenents they nay have
to facilitate appropriate action, define issues, and
focus investigative effort.

Stressing corruption issues: A high-risk environnent is
expected to exist in the 2001/2005 tinme franme and our
objective will be to develop and inplenent effective

met hodol ogi es for identifying, preventing, and elimnating
corruption in all progranms. Qur strategy wll consist of
six el ements.

(a) Surveying the environment — W will assess historical
corruption in host countries and identify | ocal
crimnals that may pose a threat to overseas prograns.

W will also focus on U S. and | ocal Non-Governnent al
Organi zations (NGOs) and Private Vol untary

Organi zations (PVGs) with a history of non-confornmance
to regulations and U.S. law. Finally, we wll
concentrate on prograns that have been susceptible to
fraud, waste, and abuse, in the past.

(b) Establishing a close working rel ationship with Agency
managenment — W will work closely wth nmanagenent,
NGOs, PVGs and host governnents to strive to pronote
cooperation and col | aborati on.

(c) Enphasizing a team approach — W will encourage the
tinmely subm ssion of referrals and work toward the
early solution of problens. Through coll aboration, we
w || devel op net hods of strengthening prograns, when
weaknesses are identified.

(d) Educating enpl oyees and partners — W will train
enpl oyees and partners in anticorruption issues to
ensure that each is aware of his/her responsibilities
when confronted with corruption or upon obtaining
know edge of such practices.

(e) Enforcing the Foreign Corrupt Practices Act (FCPA)
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aggressively — The FCPA prohibits a U S. firmor agent
of the firmfrommaking a “corrupt” paynent to a
Foreign Oficial for the purpose of procuring or
retaining business. O Ginvestigators work cl osely
with the Departnent of Justice (DQJ) in investigating
FCPA viol ations and use the FCPA as a tool in fighting
corruption in prograns.

(f) Ofering reconmendations for System c |nprovenent — W
will recomrend system c inprovenents if a weakness is
uncovered in a USAI D, ADF and | AF program or operation
and work with Agency nanagenent to correct the problem

Publicizing the O G 1 blanket deputation program O G| special
agent personnel are Federal |aw enforcenent officers, who are
authorized and qualified to carry firearns, execute search
warrants and nake arrests. W wll communicate the |egal and
prof essi onal status of our agents to USAI D, ADF and | AF through
presentations, neetings, and ot her neans.

Focusing on USAID Prograns in the Bal kans, Central Anerica and
South Africa: W wll target areas wth high |levels of disaster
relief funding as both I G and Agency officials agree that such
areas are at a high risk for fraud through diversion and ot her
means. W will enmploy our four-fold strategy of surveying the
environment, working closely with USAI D enphasizing a team
approach and educating enployees and partners as a neans of
conbating fraud.

Concentrating on enployee integrity issues: In FY 00, Od |
established a Special Investigations Division (SID), which
concentrates exclusively on enployee integrity issues. This
new di vi si on provides conplete investigative reports to the
Department of Justice or USAID, ADF or |AF managenent within a
target tinme franme of 90 days. SID conducts and supervises
inmpartial investigations so that all involved parties are
guaranteed a thorough, professional and expeditious resol ution
of allegations.

Preventing enpl oyee m sconduct: O G| plans active proactive
neasures to reduce enployee m sconduct. In pursuit of this
goal, we will provide presentations to USAID M ssions, which
w Il focus on the various types of USAID enpl oyee m sconduct
i nvestigations and highlight those situations, circunmstances
and actions that have lead to allegations of m sconduct. W
bel i eve such an approach will assist enployees in avoiding
potential problens.
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PROFESSI ONAL REVI EW
- - - -

The O G conducts periodic internal Quality Assurance Reviews
(QARs) of the operations of its Washington audit offices and its
overseas field offices. Additionally, the OG participates wth
ot her Federal agencies in triennial external peer reviews of its
audit operations. Both the QARs and the external peer reviews
focus on professional standards.

The O fice of Inspector General at the National Aeronautics and
Space Adm nistration conduced an external peer review of Audit
operations in 1997. The Ofice of Inspector GCeneral, Social
Security Adm nistration is performng a current peer review, which
is nearing conpletion as of OCctober 2000. The external review
process is conducted in accordance with standards set by the
General Accounting Ofice.

The Investigations wunit conducted a Quality Assurance review
during 1997. The review examned O G Investigations operations
using guidelines established by the President's Council on
Integrity and Efficiency.
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