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OVERVIEW
 

The Agency for International Develop-
ment's economic assistance budget for 
fiscal year 1985 is estimated to be $6.6 
billion, of which $2.4 billion will be pro-
vided from the Development Assistance 
appropriation and $4.2 billion from the 
Economic Support Fund appropriation. 
In addition, funding for Public Law 480 
in fiscal year 1985 is estimated at $2.1 
billion. The Office of Inspector General 
(OIG) is tasked with the responsibility 
of promoting the economy and effi-
ciency of the Agency's programs, 
reducing the incidence of fraud, waste 
and abuse, and managing the Agency's 
worldwide security program. To carry 
out these responsibilities the OIG, as of 
September 30, 1985, had a staff of 186 
coml)ared to an authorized employment 
ceiling of 194. 

During this semiannual reporting 
period, our major accomplishments
were: 

The Office of Investigations po-
cessed 26 administrative sanctions,obtained seven convictions and 

made 17 referrals to the Department 
of Justice. Investigative work 
resulted in fines, restitutions or 
recoveries totaling $3.4 million and 

in management commitment sav 
ings of $4L10,000. 

" 	The Office of Audit issued 139 
reports which identified economy 
and efficiency savings of $42.0 

million, questioned the validity of 
$3.5 million in costs that had been 
incurred by the Agency, and iden­
tified $2.2 million which should be 
reprogrammed through deobligation 
of funds. 

On recommendations contained in 
IG audit reports issued during this 
and prior reporting periods, Agency 
management has been quite suc­
cessful in sustaining and obtaining 
corrective actions. Agency manage­
ment sustained $16.3 million or 70 
percent of re-ommended recoveries 
or deobligations totaling $23.2 
million. A total of $15.7 million was 
actually recovered or deobligated. A 
total of $7.8 million sustained by the 
Agency was awaiting collection. 

The Office of Security initiated a 
program to improve security 
awareness throughout the Agency, 
participated with the Department of 
State in formulating standardized 
overseas residential security and 
communication policies, and con­ducted 58 background investiga­
tions and 458 national agency 
checks on prospective emloyees or 
contractors. 

Herbert L. Beckington 
Inspector General 



OFFICE OF INVESTIGATIONS 
The Office of the Assistant Inspector General for Investigations INVESTIGATIVE 
(AIG/I) has investigative oversight responsibility for AID projects and RESPONSIBILITY 
resources located in over seventy countries. Operating out of seven 
regional investigative offices, investigators face the complexities of 
conducting investigations in an international environment which re­
quires extensive foreign travel, coping with language barriers and deal­
ing with sensitive political and cultural differences. I'. spite of these 
difficulties, this has been a particularly productive period in terms 
of meaningful investigative results. This was especially true for in­
vestigations involving fraud and employee misconduct. A summary 
of investigative results for this period follows. 

C onvictions ................................ 7
 
Administrative Sanctions ..................... 26
 
Fines/Restitutions/Recoveries ................. $3,360,643 INVESTIGATIVE
 
Referrals to the Department of Justice ......... 17 RESULTS
 
Management Commitments:
 

- to recover funds ...................... $251,053
 
- to more efficiently use resources ........ $191,386
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$385 MILLION 
HOUSING BOND 
SCHEME LEADS TO 
ARREST 

Investigative Recoveries 
Six Month Periods 
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$173,499 S190,306 $2,110,739 $363,656 $7,517,716 $3,803,082' 

'Thisgraph is based upon criteria established by the President's Council on IntegritY and Efficiency, The $385Million recoverY of fratidu tnt stcurities distissed in a subse-quent section of this rulxirt dhoes not meet this criteria. 

These investigative results were achieved by a staff of 17 inspectors.The investigations synopsized below show the diversity and uniquecircumstances associated with many of our international 
investigations. 

In response to information supplied by an Agency Housing

Officer, a 23-year scheme to sell fraudulent housing guarantee
bonds, purportedly backed by the Agency and the Department
of State, was halted in September 1985. An Illinois man was ar­rested and fraudulent promissory notes with a face value of $49
million and a total value, including interest, of $385 million were
 
recovered. 

In 1966 the Agency rejected a proposal by the subject to 
guarantee loans on several housing and construction projects inPeru. While the Agency was considering the proposal the sub­
ject signed contracts with various cooperatives for this construc­
tion and received a series of promissory notes payable to his 

2.
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corporation. After the Agency rejected the proposal, the subject
continued his attempt to market or redeem these notes, falsely
representing that they were backed by AID, the Department of 
State or the Government of Peru. 

Charges against the subject included: negotiating false or 
counterfeited securities, )ossession with intent to defraud through
false securities, mail fraud, and transporting fraudulent securities 
in interstate and foreign commerce. The successful resolution 
of this case was a joint effort between the AIG/I and the United 
States Secret Service with assistance from the Illinois Bureau 
of Investigation. 

TO, INTERNATIONAL INDUSTRIES DEVELOPMWNT COAPORATION 
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FraudulentSecuritY Recovered in $385 Million Scheme 

Investigation results sustained allegations that two Agency
employees had accepted from a major All) contractor air 
transportation, hotel costs, meals and recreation gratuities at the 
Augusta Golf and Country Club in Georgia. These senior level 
employees held resl)onsible positions in the commodity and finan-
cial management areas. One employee voluntarily retired after 
receiving written notice of the Agency's decision to sel)arate him 
for misconduct. The other received a 60-day susl)ension without 
l)ay. 

* Reacting to a series of anonymous allegations, this investigation
uncovered a scheme whereby a senior Agency Foreign Service 
National used his position with All) as a Commodity Import 

GRATUITIES LEAD TO 
SERIOUS 

MISCONDUCT ACTION 
AGAINSTSENIORTWOAID 

EMPLOYEES 

SENIOR EGYPT'IANMPLOYEE FI IED ON 
$500,000 CONFLICT 
OF INTEREIST CASE 
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* 
CIVIL SUIT BROUGHT 
AGA!NST I"'()FOMER
AID)EMP YEE FOR 
$ 102,000 

* 
$227,000 I1..lA ) )LOSS
REI)UCTI()N 
ACHIIVEI) "'ll ;UGHJOINTI A'CIO(N
BJITWEN AINCY 

AN) IG 

Specialist to act as a clearing agent for Agency contractors. Dur­
ing a three-year period, he received $538,030 in commissions. 

Acting in the name of a company formed by relatives, this 
employee utilized United States Government authorized port 
passes, customs contacts and the authority of his position to serve 
as a consultant and clearing agent to four Agency contractors. 
This investigation also showed that the employee used missi'n 
vehicles and subordinate employees to conduct this activity and 
other l)ersonal bLusiness during regular working hours. His 
employment was terminated and Egyptian authorities are examin­
ing possible criminal charges in relation to income tax evasion. 

Based on an AIR/J investigation, the Department of Justice has 
sued a former Agency employee for $102,000. The employee was
previously convicted of bribery and tax evasion. The suit charges
breach of fiduciary duty, unjust enrichment and seeks recovery
of all payments, profits, interest and assets derived from the il­

legal scheme. 

Alert Agency officials reported suspicious losses of Public Law 
480 agricultural commodities from a port in India. Close cool)era­
tion between the Agency's Mission in India and the AIG/I
developed information indicating a conspiracy to divert foodstuffs 
between Government of India railway officials and a transport 
contractor. 

N'.-I () I.( )SSES
(Vegetable Oil. Non-Fat Dried Milk, Bulgar, Wheat) 
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Since the suspects were Indian citizens the information developed 
was presented to and accepte- by Indian law enforcement of­
ficials for action. The inquiry by the Indian Government resulted 
in the removal of the suspect contractor and the transfer of in­
volved railway officials. Because of AIG/I and Mission interac­
tion with Indian law enforcement officials, commodity losses were 
reduced in fiscal year 1985 by over 550,000 kilograms which were 
valued at approximately $230,000 as indicated in tile graph. Also, 
as a result of this joint effort, a method of graphically displaying
losses on a quarterly basis was developed for future problem iden­
ti fication/prevention purposes. 

A California company president was convicted in September,
1985 of mail fraud in connection with false advertisements for 
overseas employment. Working with the United States Postal 
Service and the State of California, this investigation showed that 
the company had collected several hundred $500 deposits from 
job seekers who were promised nonexistent employment. The 
false advertisements promised employment with foreign
gover:-ments--"in Sul))ort of projects funded by the World Bank,
Asian l)evelopment Bank and 1JSAII)." The subject was sen­
tenced b)y a California eourt to a stul)ended one year jail term, 
place( on probation ald gliven six months to make restitution 
to 1,000 victims. 

A confidential source reported that an Illinois company had im­
properly inflated export packing and inland freight costs of heavy
duty cranes and spare parts to finance prhibited commission 
payments to its agent in Egypt. The investigation substantiated 
tile allegations alnd showed that after the comalpany learned such 
commissions were not allowed by All), the company retained 
the full amount and treated these monies as excess profits. A 
bill of collection for $148,548 has been issued. 

Agency mission officials alertly recognized and referred infor­
mation on tile possible diversion of PL 480, Title I rice sale pro-
ceeds in an African country. Investigation substantiated allega-
tions that the government of the country had used $100,000 in 
PL ,480 l)roceeds to pay military salaries. 

This investigation prompted a joint audit/investigation review 
of tile entire program. Findings showed serious deficiencies in 
fund accountability and utilization. The review results led to a 
full audit which identified problenl areas and recommended 
strengthening the entire )rogram. The $100,000 was restored 
to approl)riate P., 180 accounts. 

5 

COMPANY PRESIDENT 
CONVICTED FOR MAIL 

FRAUD 

INFLATED FREIGHT 
AND PACKING COSTS 

BILL FOR 
COLLECTION 

$100,000 OF PL 480 
I UNDS USED TO PAY 

MILITARY FORCES 



" 
AID CONTRACTOR 
EMPLOYEE 
CONVICTED OF 
FORGERY 

* 
HOTLINE 

ALLEGATION LEAI)S

TO $91,600 hILL FO)R

COLLECTION 


INV ESTIGATIONS OF 
LOCAL IPERSONNEl.RESLT INAI)INISTI.TIVI, 

CRIIIN.A\L ANI) 

ACTIONS-. 

RECUR IHENT OAFR()
A\1I)l/..\I(;/I ACTI VII!1ES 

Weak internal controls of an AID funded technical assistance con­
tractor provided an opportunity for a receptionist to forge and
cash company checks. The employee pled guilty in District of
Columbia Court and was given a two- to six-year suspended
sentence. The internal accounting system has been strengthened 

and apl)roximately $.1,000 was recovered. 

A private United States citizen, using the IG Hotline, reported
overcharging by a United States supplier on AID-funded farm
machinery and payment of kickbacks. The investigation in the
East African country did not substantiate the kickback allega­
tion. Overpricing of about 20 percent was estal)lished, however, 
by the Agency's Office of Commodity Management. The SUp­
l)lier was issue(] a bill for collection for $91,600. 
(;iven the Agenc's global work environment, Foreign Service 

National employees are deeply involved in all aspects of Agency
op)erations overseas. The vast majority of these employees are 
competent, highly motivated and dedicated to their jobs.
lowever, investigations of misconduct allegations i,. ingForeign Service National employees is a recurrent AIG/I activ­

ity. The following examl)les illustrate a few of many such in­
vestigations conducted during this reporting period. 

-Investigation disclosed that the Supervisory Supply Manage­
ment Officer in Mauritania had improperly issue(l purchase
orders to a close l)ersonal friend and local businessman. These 
actions, which were found to be in violation of Agency Con­
flict of Interest Regulations, resulted in unjustificd offshore 
purchases and overcharges totaling $1,770. This employee
rc-igned in lieu of termination. 

-A local Nepalese contractor's atteml)t to bribe a senior Foreign
Service National engineer resulted in an investigation of proj­
ect activities and tlhe removal of the contractor from a $522,000 
contract. Two local national contract engineers were also 
reprimanded and removed from project l)articipation. Contract 
revisions extended the maintenance period and reduced 
material costs. 

-In Niger, two .1oint Administrative Office motor 1)ool employees 
were convicted and sentenced t, one- and three-year prison 
sentences for defrauding the United States Government 
through issiance of false and forged fuel receipts. The United 
States Government was awarded $3,000 in (amages. 
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-A senior General Services Officer supervisor in Nepal was ter­
minated when an investigation showed that he had conspired
with local oil company truck drivers to defraud the United 
States Government. Through prearrangement, the driver 
would sell a portion of his load to service stations, then upon
short delivery, the employee would falsify and forge delivery
receip t s to cover the losses. 

-Two Egyptian employees were found in possession of stolen 
Mission property. Both were terminated for cause, sub­
sequently convicted and sent to prison by the Egyptian courts. 

-- A 	local Mission project accountant in Niger embezzled $11,900 
11. project funds by falsifying vouchers with forged receipts.Ciminal charges are pending and $5,000 has been recovered. 

PROACTIVE INSPECTIONS 

The Agency has administered foreign assistance programs in some 
countries for many years. It is not uncommon to see 25- or 35-year
service awards presented to local employees or contractors with 
lengthy experience. As such, some programs' operating methodology
and people are entrenched and sophisticated. AIG/I cannot rely on
traditional reactive information to surface fraud, waste and abuse. 
To counter this situdtion, proactive inspections are developed with
emphasis on contractors, commodity plrocurement and/or operating
methods which are ongoing and not recently audited. Two examples
of these efforts are synopsized below. 

* 	 Having discovered a series of travel fraud/irregularities in the
Near East Region, a series of travel fraud indicator seminars were
developed and presented to six Agency Missions. Attendees in-
chuded financial and management representatives of the UnitedStates Information Service, I)epartment of State, All) contrac-
tors, and travel and airline agents. This seminar outlined a recom­
mended contract/rebate method to control ticket issuance and
reduce the risk of travel manipulation through agent commission 
rebates. Two Agency Missions in Pakistan and India have im­
plemented this suggestion and recurring savings of $158,000 peryear has resulted. Other Agency Missions are in the process of
implementing a similar program. 

" 	 An inspection, during the last reporting period, disclosed what 
appeared to be unauthorized expenditures from a $6.2 million 
seed project by ho.-t government officials. Operating expenses,which were to have been provided by the Royal Thai Govern-ment, were being charged to AID's working capital account which 

REVISED 
PROCEDURES FOR 

PROCUREMENT OFAIR 	TRAVEL SAVES 
$158,000 

$2.5 MILLION 
RESTORED TO SEED 

PROJECT IN
THAILAND

FOLLOWING
INSPECTION 

7
 



PROCUREMENT
CONTRACTS MUST BE
SPECIFIC 

LACK OF 
SUPERVISION CAN 
LEAD TO AN ABUSE 

OF POSITION 


BETTERI LOSS 
REPORTING AND 
ACCOUNTABILITY 
PROCEDURES WILL 
TEFTS 

was provided to purchase foundation seed, production supplies
and inoculants, and to pay contract seed growers. Action by Mis­
sion management resulted in the equivalent of $2.5 million in local 
currency being restored to the account and the appropriate
operating expense funding being provided -by the Thai Govern­
ment in accordance with loan and grant agreements. 

LESSONS LEARNED 

Investigations often develop information on procedural or operational
weaknesses. To keep management informed of potentialvulnerabilities and/or problem areas, "lessons learned" are often 
l)repared, when applicable, at the completion of an investigation.These "lessons learned" cover a broad range of Agency operations.
Some examples follow: 

Allegations of fraudulent overpricing in an Asian country couldnot be substantiated due to l)rocurement contract deficiencies. 
The Sulspect's defense, that costs reflected various local and im­
port taxes, could not be refuted since requirements for itemizedinvoices and bilateral Agency tax exemptions were not incor­
porated into the contract. A "lessons learned" was issued and
the responsible mission I)romptly implemented changes in pro­
curement documaents to avoid a recurrence. 

An Agency Egyptian employee responsible for commodity
clearances was not being properly supervised. An investigationshowed that the employee had operated a port clearing service
for commercial firms by trading on his Agency )osition and
authority. Over a three-year period he had collected over one halfmillion dollars in commissions. The resultant "lessons learned"
detailed the supervisory and management weaknesses surfaced
by this investigation and set in motion corrective action. 

As reported previously, employees in an Asian Mission had suf­fered high pouch pIackage and mail losses over a four-year period.Hundreds of items, worth several thousand dollars had routinelydisappeared. These losses had not been referred to appropriateDepartment of State or Agency IG investigative authorities. 
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One AID employee had become suspicious and developed cir­
cumstantial evidence, but failed to report this information for 12 
months. When these suspicions were finally reported and in­
vestigated, the case was solved in five days. Four employees were 
terminated. 

A "lessons learned" was issLed detailing deficiencies in mail 
handling l)rocedure, mail room access, structural and storage 
weaknesses and errors in reporting mission losses. Prompt ac­
tion, including a com)lete remodeling of the mail room, has cut 
losses to a minimum. 
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AUDIT
RESPONSIBIITIES 

OFFICE OF AUDIT
 
The Office of the Assistant Inspector General for Audit (AIG/A) is 
responsible for conducting audits of AID's worldwide activities. Theseactivities assist developing countries in meeting the basic human needsof their people through sustained, broadly-based economic growth.The programs andl projects funded by the Agency can generally begroul)ed into six major categories: Agriculture, Rural Development
and Nutrition; Health; PoI)ulation Planning; Education and HumanResources; Selected Development Activities; and Non-ProjectAssistance which includes Cash Grants and Commodity Import Pro­grams. A major )rogram category not funded 1)y AID is Public Law480 - Commodity Exl)orts. Though this program category is fundedby the Department of Agriculture, AI) has been assigned respon­sibilities for certain aspects of its administration. In addition, the IG 
performs audits of the Agency's missions/facilities' operations, pro­
grams/systems reviews and mandated subjects. 

In fiscal year 1985 the Agency's economic assistance budget isestimated to be $6.6 billion, of which $2.4 billion will be provided
from the Development Assistance apl)ro)riation and $4.2 billion fromthe LcMomic Sul)l)ort Fund appropriation. In addition, funding forPL,180 in fiscal year 1985 is estimated at $2.1 billion. The following 
bar graph illustrates the composition of this assistance: 

ASSISTANCE FUNDING FY 1985 

5 Amount of FundingFunding Category p ($Millions)-FY 1985 
00 500 1000 1500 2000 2500 3000 
J I" I ! 

Agriculture Rural I)eveloliment

and Nutrition 
 16 $1403
 

Population Pllanning 
 3 $$309 

SIjealth G $521 

E(cation and IIluman
 
Resources 
 3 M $271
 

Selectci l~ev,,ihJ)nien{
 

,A'zsistance 12 $$1034 

Non Project Sulport 29 1$2515 
1'.80.h( - Food for Peace 21 $2107 

Operating Expenses ind.
 
Retirement 
 5 M
 

Other 
 2 I $1,19 
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During this semiannual reporting period, the Office of Inspector
General's and other governmental audit organizations' audit reports AUDIT 
of AID programs and administration were instrumental in recover- ACCOMPLISHMENTS 
ing or reprogramming significant sums of funds and in identifying

possible waste, program abuse and noncompliance with established
 
policies and regulations.
 

The AIG/A issued 66 reports internally and processed 73 reports per­
formed by other government audit organizations during this report­
ing period. These reports identified economy and efficiency savings

of $42.0 million, questioned the validity of $3.5 million in costs that
 
had been incurred by the Agency, and identified $2.2 million which
 
should be reprogrammed through deobligation of funds.
 

Through our Audit Followup and Closure system, action taken on
 
audit reports issued during this and prior reporting periods was
 
monitored by the IG's office. Highlights of Agency actions taken on
 
IG recommendations during this period follow:
 

* 	 Agency management reached determinations on $23,237,408 in 
recoveries and deobligations recommended by IG audit reports. AGENCY RECOVERS 
Of this total, $16,310,001 or 70 percent was sustained by the OVER $15.7 MILLION
Agency. THIS PERIOD AS A 

RESULT OF 
PRIOR AUDIT* 	 Agency management reached determinations on $988,455 in RECOMMENDATIONS 

recoveries :.ecommended by other governmental agencys' audit 
reports. Recommended recoveries of $403,512 or 41 percent were 
sustained. 

* 	 A total of $15,569,922 (IG) and $158,944 (othei audit agencies) 
was recovered or deobligated as a result of audit work in this 
and prior periods. 

" On September 30, 1985, $26.2 million in recommended recoveries
 
or deobligations were awaiting Agency determination, of which
 
$22.4 million represented recommendations in excess of six­
months old.
 

" 	 On September 30, 1985, $7.8 million in recoveries was sustained 
by the Agency but awaiting collection, of which $7.7 million 
represented recommendations in excess of six-months old. 
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REVIEW OF MAJOR MANAGEMENT 
SYSTEMS/PROGRAMS 

REVIE\VS OF THE The IG's revie "s of major management systems are designed to deter-EFFICIENCy AND)EFFECTIVE.NESS mine the efficiency and effectiveness of foreign assistance programsMAJOR A(ENCY-VII)IE or the systems used to administer assistanceSYSTEMS AND dollars in a broad,Agency-wide context. 1-ighlights of significant audits l)erformed thisPROGRAMS reporting period follow: 

-CARIBBEAN AND LATIN AMERICAN 
SCHOLARSHIP PROGRAM-

The Agency has initiatedIMI'?)VEME NTS IN a new $161 million Caribb2an and LatinAmerican Scholarship P'rogram to counteract the dramatic increaseTHE DELIVERY O)F in Soviet bloc scholarship activit, in lhe Latin America and the Carib-PA RTICIIPANT w fTRAINING . bean Region (Region). Ow review of this initiative showed that basicESSENT'IA TO changes in tile plans for delivering this training were essential if thisA\UlllE\IN(; PI'()( XI{Am to he achieved.goal is
(;O' I's 

The Caribbeall and Latin American Scholarship Program, developed
in response to the Kissinger Commission recommendations, was anoutgrowth of two earlier regional training projects-the $7.5 millionCaribbean Basin Scholarship Fund (CBSF)and the $15 million LatinAmerican and Carihhean Regional Training Initiatives Project. These
two trai ning projects contrilbuted to development in the Region andhelped reverse tle trenl (f declining UJnited States educational
assistance to citizens in latin America and the Caribbean. However,
serious leficiencies existed in the delivery systems of both projectswhich limited their effectiveness. These deficiencies must be fullyaddre.,:sed in the new 16 1 millionl participant training program if it 
is to succee.l. 

Our- anldit showed that the CBSF l)roject was not designed to (1) ef­fectivelv allocatC training funds to counte-r Soviet bloc training ef­forts, (2) reach th.e ec(nomically disadvantaged, 3) provide the UnitedStats With sufficient ,"cogniltion for its financial assistance, or (4)ic-ease Cdlucat iorial o)p)Io1rtunities for- undergraduate students to theextent possible. We a;o,)identified weaknesses in the I.atin Americaand tile Caribbean Regional Training Initiatives Project's selection 
process and in evaluatilg pr)grarl accomplishments for both t)rojects. 

We made nine rec liicindat ions to improve )oth the existing train­ing )rojects and the new $161 millI ion Caribbean and Latin AmericanScholarshii) Iitiative. We believe co(rriective actions On our recoin­mendati0ms are essential to accomiplishing All)'s particil)ant train­ing goals in the R4egion-cespecially, to counteracting the dramatic in­crease in Soviet bloc scholarship activity. (Report No. 0-000-85-15, 
May 22, 1985) 
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~42~;->PERSONAL SERVICES CONTRACTING 
PRCTCES 

PRACTIFS~.-PRACTICES: 
SThe AIG/A's Regional, Office inIlnursmd a review of personal 
~service contracts to determine whethe tegnyhad inpae cerl 

etbihdguiu eines, piUce uries ani igu onsxigoverinig contractsW 
, for personal services,, and whether-Missions~ were contracting for p~er-

if'otatr'wr acrtl eotn their~pirslaries anid work, 
experienices to the Uniited States Government.j > 
A personal services contractor (PSC) is an inidividual whose personal
services are contracted for and paid directly by AID. By regulation,
personal seirvices contracts establish an emlyremlye rea 
tionship between the individual and AID. It is not'intended that PSCs 
work independently; they are to act at the direction and under the 
supervision of AID direct-hire employees.. PSCs may be American,
third-country or host-countr-y nationals; however, our report dealt only
with American citizen or resident alien PSCs. Given current restric­
tions on the number of direct-hire (Foreign Service) employees AID 
may station abroad, the Agency has resorted increasingly to the use 
of the PSC employment format to augment its staff capability at 
overseas Missions. In late 1984, approximately 155 individuals were 
working in 15 Agency Missions and offices in the Latini America and 
Caribbean Region under personal services contracts., 

Our audit identifidd a need for well-defined regulations and procedures
to govern PSC practices. Suc gudnc a not !readily availablieto 
contracting officers and other Agency officials requesting the6se serv­
ices. Furthermore, M~ission officials were not consistently adherixig, 
to what guidance was available, nor were they always exercising soundA 
business judgment or protecting United States Government interests A 

in executing this type of services agreement. We found no indication 
that any sanctions were being applied for noncompliance with Agency

Srules and regulations in this area. Certain problems relating to the 
Federal tax provisions of personal services contracts were also 
detected in this review. AA-

A From the more than 80 PSC files reviewed at the five Missions visAited,
the basic information required for formal, arms-length negotiationsA 
was often absent from the record. For example: -A ->-

-.. Standard Form 171 (Personal Qualifications Statem~ent) or its. 
equivalent was not included in 59 PSC files, (68 percent of those,A 

--

A, reviewed), althoughA completion 'of this document is basic o
Federal hiring~practices.AA 
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AGENCY LOSES 
CONTROL OVERINTERA(;ENCY 
INROCURMENTS 

* In many cases the office records did not contain either a job
description from the technical office ordering the personal ser­
vices or a Memorandum of Negotiation by the contracting of­
ficer responsible for entering into the contractual obligation on 
behalf of AID. 

" Very few files contained evidence that prior salary histories and
work experiences had been verified by the Missions when screen­
ing PSC candidates. 

Our review identified several examples of poor contracting practicesincluding failure to withhold Federal taxes from payments to personal
services contractors and other deficiencies symptomatic of an employ­ment system in urgent need of review and corrective action. (Report
No. 1-000-85-12, August 20, 1985) 

-RESOURCES SUPPORT SERVICES AGREEMENTS-

All) establishes Resources Support Services Agreements (RSSAs)with other Federal agencies to procure technical services which sup­
plement the Agency's personnel needs. These agreements are onlyused to obtain the services of individuals who possess specialized
technical skills available only from such Federal agencies. Both the 
agency requesting technical services (AID) and the participatingagency providing the services must comlply with Federal laws and
Office of Management and Budget (OMB) Circular A-76 governing
this method of t)rocurement. 

We made an audit to evaluate whether AID's use of RSSAs was in
compliance with the Foreign Assistance Act (FAA), OMB Circular
A-76 and im)lementing Agency regulations. Particular emphasis was
given to the Agency's RSSAs with the United States Department ofAgriculture (USDA) Graduate School. During fiscal years 1982
through 1984, AID had disbursed $11 million to the USDA Graduate 
School under RSSA arrangements. 

Our audit showed that, beginning in fiscal year 1981 and continuing
through early fiscal year 1985, AID violated, on a continuing and large
scale, the provisions of Federal law, OMB Circular A-76 and the
Agency's own regulations. None of the Agency's systems of internal
control in the management offices responsible for the contract ad­ministration and financial aspects of the Agency's procurement opera­
tions performed their intended functions of detecting and correcting
the significant violations discussed in this report. The audit reports
a total breakdown of Some of the Agency's most basic management
controls and describes the Agency's lapse in management oversight
responsibilities over a period of several years. 
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Specifically, our review of the RSSAs with the USDA Graduate School 
showed that the Agency: 

* 	 Instead of obtaining technical services, routinely procured clerical 
and general office administrative services, office equipment and 
even established a separate and distinct office within the AID 
organization. 

" 	 Frequently recruited and selected personnel for the Graduate 
School to hire or contract to l)erform the technical services 
requested. 

* 	 Procured services from individuals who were neither excess 
capacity of another Federal agency nor l)articularly suited to the 
USDA Graduate School's mission; rather these individuals were 
s)ecifically contracted for from the private sector by the Graduate 
School to meet AID's needs. 

" 	 Routinely approved excessive salaries (up to $870 a clay), the pur­
chase of e(Luipment, payment for entertainment exl)enses, and 
retroactive authorization of work. 

The underlying cause of the problems found in AID's administration 
of RSSA's with the Graduate School was the almost total loss of con­
trol by Agency contract management staff over the agreements ex­
ecuted between A ID program officials and the Graduate School. The 
lack of oversight of these agreements resulted in AID program of­
ficials obtaining almost blanket procurement authority with no 
assurances of compliance with governing directives by contract 
management staff. 

Our report concluded that the Agency should no longer do business 
with the Graduate School under a RSSA arrangement. We recom­
mended that a formal plan be developed for an orderly and prompt 
termination of all RSSAs that do not fall within the definition of the 
education and training mission of the Graduate School. 

We also recommended that all procurements to date be reviewed and 
all equipment purchased be inventoried, identified as AID property,
and returned to AID if not justified for use on current "technical ser­
vices" agreements. Further, all unallowable costs, such as entertain­
ment, be identified and associated costs be refunded by the Graduate 
School. (Report No. 0-000-85-20, September 27, 1985) 
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-MONITORING AND CONTROL OVER DOLLAR ANDLOCAL CURRENCY RESOURCES UNDER ECONOMIC
SUPPORT FUND AND PUBLIC LAW 480, TITLE I 

PROGRAMS-

The 	Regional Inspector General's Office in Tegucigalpa, HondurasLOCAL CURRENCY 
GENERATIONS IR()M 

conducted three reviews of the Agency's monitoring and control overdollars and local country currencies generated under the LconomicLOANS ANI)(;RANTS Sutplort$930 MILLION IN	 Fund (ESE) and Public Law (I)I) i180 Programs. TheseROASVI IN)GR 
Jamaica.reviews were conducted in the Dominican lel)uiblic, Costa Rica andAll) had diSbrll-sed $32(i million, $214 million and $390million, reSpiect ivelV, under these two 	Programs at the time of ourreviews. The associated (;overnments undertook the above AgencyPrograms in order to provide balance of )ayments SUpl)ort and to ipro­1rote financial stahilitv and economic recoCvery in their countries. 

Our 	review was Made to det ermine the ad(lequac'y of controls andmonitoring, over the resources l)rovided by All), and over the localcurrencies generated by those resources. W'e 	identified deficienciesthat 	could 'e,lttrihuted to the res)ective Governments' aparent lax­ness in sulbmittiing reports, c0In)lying, with P)rogram requirements,as well as, insufficient inonit oring by the Missions. Our 	findings and
recoin mendltatio(s, summarized by NI issi on, follow. 

Dominican1li,'h7p 

In the l)olminican lRepullic, we detected two pIroblems in the use of 
exchange rates. 

" 	 The Central Bank inco(rrectly included bankl, service charges
through the c()nversion rates used on $50 million in gralts beingsupl)lied by the lilnited States. The correction of this problem
generatedl additional local currencies totaling $2.4 million. 

" 	 Aso, the official exchange rate of one peso to one dollar, rather
than the market exchange rate, was used to convert dollardeposits to local currency generations. The use Of the parallel
market rate (officially sanctioned rate for lost commercial trans­actions) (o 2.8 lesos to one dollar would generate an additional 
$9 million. 

As a result of this review, the I; recommended that the Mission ob­tain legal assistance from AI)'s General Counsel on identifying thehighest legal exchange rate for converting foreign assistance dollarsto local currency. (Report No. 1-517-85-11, A,"ust 13, 1985) 
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Costa Rica 

In Costa Rica the I(; review resulted in the estal)lishment of a price
checking ulit to verify imlport anld export transactiolis to deter poten­
tial capital flight. The review also highlighted the delinquency of over 
$2 million (o deposits on I.. 'itle result*18(0, I sales proceeds. As a 
of this review, tle IR; iil)r 480, Title(lrol)()scd vement s in future ll. 
I Sales Agreelents which will Iight en c(ntro ls over deposits of sales 
prOcee(lS a1(l iUlpo )se )(na Ities for making late deposits of these pro­
ceeds. (Report No. 1-51,5-85-8, June 21, 1985) 

Jamaica
 

InJamaica required rep(orts ,m l)cal currency transact ions, due the 
the Missio fiml tIhe .1amaica n (overn1nen t, were froni twvo nine­
teen 1nlon1lis )ast duc alld 0)tier required reports had never been 
received. Ve rec(mnended that te NIission establish a checklist 
system ;anl writt eliio)tice 1 )Oce(ltU res to Ilert pri()ject ana;tlgers and]
(;ovelnnnl (41fici;lls when retluile(l re I)'s are due. Such procedures 
should ifl1)r()c 1)roj(ct acco)unt ahili\ and management. (Report No. 
1-532-85-1(, At.ujsl ]2, 1985) 

In janiaiac; lld C()sla Rica,I)r)cee(s from the sales of PL 480 
agrictiltil-e cillin lit if ,7( )and $(3 million, respectively,es were 
not. l i()Ptl (h)()iisild aild ll()t(hl()oSit('d ill interest-l)ea'ing accounts. 
When del(o)sitcd inl a timly manner, we estimate interest earnings 
to 0ier $25 inillimill in lh se p lro thatlns. We recommended 

fluture l,
.18(), Title Il)n ;grelinents include time limits governing 
the deposit (f sales plr co'ods and ill Ieresleaing accounts he 
established fo)r ce)s()CTfo the sales (f l. -18(0 coimmodities. 

-PRIVATE' SECTOR SUP!PO)()RT PiRO(;RAM ANI)
PUBLIC LAW -180 LOCIAL CURRENCY 

GENERATIONS/EI. SALVAI)OR-

Due to a sharp decliie inlthe Salvadoran ('cnolloy caused by civil 
war, Al) aid l(he (overnllllit of Fl Salvador agreed, in )ecember 
1980, to imIl)hieilt a Private Sector Support P ,rogram(Program).Theohject ives i t I lig(,ra'ro ii were to inil)r( we hI ,Salvador's h)alancet-o)f-

payenlllls crisis, strengt llen the privat e secto0 ir ]y providing foreign
exchange resourceS for thei ili)ortat ioln of essential co inmrlodit ies, and 
help restore ec(onmlic stability. .yI)ecemlHbr 3 1,1981, the Agency
had ol)ligated $.1101milliomn under this program of which $10) million 
had beeil disl)rseo the ( Of El Salvador.to GovTInleI 

I,SAIVADOR
 
PRIVA'I'TE. SEICTOR

MA KES I)IR()(;R ESSKSEIII'(T
PROGRSAM 

IBU m"IMIR( )VEMIENTS 
ARE NE'EI)EI) 

17
 



AGRICUITRE., 

RURAL1, 

1)EV IL() MI:NT AN1)
NUTRITIO)N IPR((;RAM
NULI-ATIONS ORAM 
$6.6 BILLION 

We 	found the Program to be successful in helping to stabilize theSalvadoran economy. The decline in real economic growth whichstarted in 1979 was arrested in 1983 and in 1984 an estimated positive
growth rate of 1.5 percent was achieved. 

Our 	audit of the Mission's management and administration of thisextremely large and sensitive economic recovery program showedthat the Mission had been quite effective in monitoring and directingthe Program's success. Although the Program has been quite suc­cessful, our review showed certain improvements could be made tocorrect deficiencies in the management of Public Law 480 andEconomic Support Fund local currencies. Specifically, we found that: 

* 	 Government of El Salvador sales agents (banks) had not promptly
deposited PL ,180 commodity sales proceeds into special accounts. 

* Sales agents had retained interest earned on credit sales. 

" The Central Election Council had used some ESF counterpart
funds for ineligible )urposes. 

* 	 ESF and PI. 180 )local currency bank accounts had not been 
reconciled. 

The audit report contained eleven recomnmendations to improvemanagement of the Program. Corrective actions are being im­
plemented by the Mission on all recommendations. (Report No.
1-519-85-13, September 26, 1985) 

AUDITS OF AGRICULTURE, RURAL
)EVELOPMENT AND NUTRITION 

Agriculture Rural )evelopment and Nutrition is the Agency's largest
program category, both in terms of assistance dollars and number
of projects. Through September 30, 1984, the Agency had obligated$6.6 billion for 725 active projects of which $3.7 billion had been ex­
pcnded. Projects in this category are designed to increase agriculturalyields, imlprove diets an( su)lport agricultural research in develop­ing countries where hlulnger and malnutrition are a major develop­ment l)roblem. 

()ur audits '1 this area reviewed the integrity of All)'s administra­tion of these projects and whether improvements in the managementof project activities had been accompllished. Highlights of audits per­
formed (ring this reporting period follow: 

18
 



-RURAI. ROADS IMPROVEMENT
 
PROJEICT/MAURITANIA-


The )urI)OSC of the Rural Roads Improvement P'roject, apl)roved in 
1982 for $6.5 million in Al I)funding, was to complete 209 kilometers MAURITANIA ROAD
(kin) of road in southwestern Mauritania. As of February 1985, only PIROJECT FUNDS 
50 km had been completed and ,15 km had been partially constructed. IEDUCED BY 
The Agency's Mission in Mauritania (Mission) was requesting an ad- $8 MILLION 
ditional $11 million from the Africa Bureau of Alf) to complete the 
road. 

Our audit showed the Niissi( n request for additional funds was not 
Supported lecause (1) the project was not economically justified, (2)
adequate road maintenance was n )tassured, and (3)const rtLction of 
the road link with the national road network was uncertain. We ad­
vised the NIission of our findings in Narch 1.985. Nevertheless, the 
M1issiO sought afopn va Ifr additiomal funding from the Africa 
Bureau. The Nlissi(n recognized the )roject was not Cost effective, 
but believed the road was a lnCTe.ssal-. precondition to devTlopmlent 
ill s)uthwestel NIanintania. 

Our audit also sho waed that tilt NIissiOnI did not effectively monitor 
the )rOH'C I)'catuse St;l'f cap)abilitV and c )nt inuity were lacking, com­
muni t'nl the host ,ovelrlillmlt and the contractor werec)lnS I)twl\'l 
poor, and controls over p'ojec c()sts wc re inadequate. In our view, 
Nlision management contributed to the pr)ject's limited progress and 
to the escalation of construction costs. 

Road Alainlenanc' Crci's Cannot Keep the Project Road Cleared of 
Iril'ing Sands in Alaurilania 
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The U.S. technical assistance contractor supervising road construc­
tion did not provide adequate staffing, equipment, maintenance, andtraining of local personnel. While some of these problems were out­side the contractor's control, many stemmed from the Mission not
holding the contractor accountable for performance. A contributing
factor was that the cost plus fixed fee contract between the Agency
and the contractor provided no incentive for timely performance.
Although we noted some strengthening of contractor performance,
SubStantially more iml)rovement was needed. 

We recommended the Africa Bureau and Mission management not
fund the additional $141million for the Rural Roads Iml)rovement Proj­ect. Also, any new funding ol)tions approved as a result of further
study for road construction should be justified for (1) cost effec­
tiveness, (2) assurance of adequate maintenance, and (3) adequate
linkage with the existing road network in Mauritania. The report also
recommended significant im)rovements in Mission management and 
colltract or pert ormlnice. 

On March 27, 1985, sulsequent to our audit field work, the Africa
Bureau did not ap)rove the Mission request. The Director of the Of­
fice of Sahel and West Africa stated that the Assistant Administrator's
decision not to approve the $1,1 million request was made indepen­
dent of, bout consistenl with, our audit recommendation. After study­
ing various options, the Africa Bureau did approve a $6 million supl­
plement. The new design allows for lower design standards and cor­reslondingly lower costs. Construction is to be completed by October
1986, and, with three years maintenance, the project has been ex­
tended to 1989. 

In resl)nding to our draft report, the Africa Bureau and the Mission

outlined actions justifying the $6 million additional funding. These

actions included (1) a new economic justification, (2) clarification with
the Government of Mauritania about the need for assured roadmaintenance and linkage with the existing road network, and (3) in­
clusion of conditions precedent in a new grant agreement to assure
the host government proceeds diligently. Additional, the Mission in­
dicated it was imlplementing better controls over project management
and conltractor perfo)rmance. 
We consider the Agency's proposed course of action responsive to 

the report's recommendations and consider them resolvedl I lowever,
the actions planned are am hit ious and only with concerted effort can
the serious problems facing this project be satisfactorily corrected.
Because of these difficulties, we have asked the Africa Bureau to
closely monitor the actions taken by the Mission. (Report No.
7-682-85-9, .1uly 129, 1985) 
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-REVIEW OF SELECTED AGRICULTURAL SECTOR 
PROJECTS/REGIONAL DEVELOPMENT OFFICE, 

CARIBBEAN-

Four of the nine active projects in the Regional Development
Office/Caribbean (EDO/C) agriculture portfolio were reviewed to 
assess the projects' prospects for success, and to selectively evaluate 
the efficiency of project operations, the adequacy of internal controls,
and compliance with Agency requirements. RIO/C's cash advance 
management and nloni toring of counterl)art contributions were also 
evaluated. 

The 	projects reviewed includedC: 

* The Regional Agribusine:;s Development Project-provides loans 
to enterprises that expand or stabilize the market for small farmer 
produce, reduce small farmer production costs, or increase rural 
employment o)lportiunlitles. 

The Caribbean Agricultural Extension Phase II Project-aims 
to increase the effectiveness of eight national extension services 
and to increase the effectiveness of certain regional institutions 
involved in extension. 

* The St. Lucia Agricult ure Structural Adjustment-includes land 
titling, market promot ion, and banana replanting activities. 

* 	 The Farming Systems Research and I)evelopment Project­
develops, tests, and disseminates improved farming technologies,
and strengthens the Caribbean Agricultural Research and 
)evelopment Institute so that it can sustain a farming systems 

program as well as its other research programs. 

The audit identified two subloMns made under the Regional
Agribusiness )evelopment Project which were not meeting intended 
objectives. We recommended that the remaining resources for the 
citrus l)rOdluctiOn sub-)roject in l)ominica be used for other project 
l)Urpl )ses and required evaluations he made to monitor project results. 

The other three projects reviewed were generally proceeding
smoothly, although some problems were experienced in implement­
ing certain cOml)ollents. We found that: 

* 	 An automated information system funded by the St. Lucia 
Agriculture Strictumral Adjustment Project was not operational
and could not provide essential information on project activities. 
We recommended that the Banana Growers' Association 

IMPROVEMENTS 
NEEDED IN 

CARIBBEANREGIONAL 

AGRICULTURE 
PROJECTS 
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EFFECTIVENESS OF 
SOMALIA'S FOO) ANI)
NUTR{ITION PR()GRAM
REIAINS IN 

demonstrate commitment to developing the automated system,
as a prerequisite to reprogramming project funds for further 
development. 

One of the Regional Agribusiness Development sub-projects-a
loan program for sugar farmers in St. Vincent-contained defi­
ciencies in loan approvals, collateral re(uirements, loan 
repayments, and record keeping. We recommended that the pro­
gram be suspended until appl)ropriate control procedures are 
established. 

* 	 The accounting system funded by the Farming Systems Research
and )evelopment Project was generally sound, but mprovements
were needed in accounting for adlvances and ensuring that
established procedures were followed. We recommended that the
accounting manual be modified, additional guidance be )rovidedto project employees, periodic payment verifications be made,
anld questioneld costs be supported recovered.or 

Review of cash advances and counterpart contribution management
showed that RI)()/C's advance management practices did not comply
with All) requirements, and outstanding cash advance reportsoverstated some l)rojects' cash requirements. Also, in some cases,
RDO/C )roject officers did not know whether required countertpart 
contributions had been made. 

We 	reconl deldlthat I)O/C improve controls over cash advancesand require borrowers/grantees to submit periodic reports on counter­
part contributions to projects. (Report No. 1-538-85-9, July 31, 1985) 

-REVIEW OF FOOD AND NUTRITION 
PROJECTS/SOMAI3A-

The Agency's program in Somalia is directed primarily at increasing
agriculture l)roduction. The Alf) Mission in Somalia had, as of ourreview, a food and nutrition project portfolio consisting of five proj­ects. Three of the five projects are multiclonor-financedl . As of1)ecemher 31, 1984, the estimated cost of these projects was approx­imately $167 million, of which the Agency was to finance appoxi­
mately $59 million. Tlhrough l)ecemler 31, 1984, All) had spent $29.5 
million oln these )ojects. 

The audit showed that the Mission has experienced a difficult time
implenentinir tlhe project agreements because of major design defects,
l)roblems with multidolor coordination and lack of (Government of 
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Somalia capability to provide the financial and(management support
needed by the projects. As a result, all projects are behind schedule 
and many planned accomplishments have not been achieved. 

We found that the MiSSion had not established adequate controls over 
commodities or participant training. Further, rec lrring cost difficulties
could be a future problem because the Government of Somalia is close 
to bankrulptcy. Recurrent costs are defined as those costs that recur
tllroughout a projects' life, as opposed to capital, or fixed costs, which 
are concentrated at the beginning of the projects' life. Even with a
large Cominodity Import Program and the Publi _Law 480 Commnodity
Sales Program generating hundreds of millions in local currency, the 
projects still lack adequate local currency Support. 

Recommendations were made to address the specific problems in com­
modity control, participant training and recLIrlilig costs. (Report No. 
3-619-85-1-1, June 19, 1985) 

-WE'ST AFRICA RICE I)EIVELOPMENT PROGIRAM-

The West Africa Rice Development Association (Association) con­sists of 16 member countries formed to promote rice development
and trade through regional cooperation. Since 1975, the Agency has 
provided$18.7 million ill
funding to the Association for two projects

with the turpose of (1) developing new high-yielding rice varieties,
(2) developing associated agricultural l)ractices and (3) seeking the
adoption of these varieties and practices by West African farmers. 

Although several high-yielding rice varieties have been identified
through research and field trials at the project's two Agency-supported
research stations, our audit disclosed three problems which have
limited the overall succes,; of the projects. 

First, we found that project activities were impaired because the proj­
ect's research stations did not receive adequate administrative sup­
port from the Association. Shortages in cash contributed by member
countries drained cash advances and the Association has not been
able to adequately finance operations. For example, in 1983, contribu­
tions totaled about $1 million while expenditures amounted to approx­
imately $2 million. This shortfall has adversely affected the effici­
ency of Association activities, including those of the AID-funded proj­ects. Much of the work scheduled at the research stations has not
been performed due to recurrent failures in services such as water
and ek.tricity, and lack of equipment and fuels. An Agency evalua­
tion in 1984 noted that the lack of adequate pumping facilities and
fuel at one station delayed research and had contributed to the loss 
of research crops in 1983 and 1984. 
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IrrigatedRice Plots at Research Station Where New High-Yielding
Rice Varili(s A re Being 1eveloped 

Second, our review showed thaL efforts to seek adoptionl of high­
yielding rice varieties and agricultural practices by small farmers could 
not be assessed. This assessment ccild not be made because an ef­
fective system to measure project impact has not been established. 
As a result, the Agency has obligated over $18 million for objectives
which to (late canmot be measured as to their success. 

Finally, our review noted that the Agency's Mission in liberia ad­
vancedI about $4 00,000 to the Association which was not used as 
agreed. This occurred because expen(liture vouchers were not sub­
mittedl on time and the Association (lidi not maintain a separate bank 
account for Agency funds. Strong controls over Agency advances are 
especially critical (tue to the Association's cash )osition discussed
previouslIy. 

We recommended that the Agency's Africa Bureau, in concert with
the Mission in Liberia (1) design andi implement a plan to ensure the 
Association provi(les effective administrative Sulpport to tile Agency­
suplortedl research stations and training center, (2) reassess the proj­
ect to reflect what can realistically be achieved, and (3) require the 
Association to furnish timely expenditure vouchers and maintain a 
separate bank account for Agency funds. (lReport No. 7-698-85-6, April
30, 1985) 
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AUDITS OF SELECTED DEVELOPMENT
 
ACTIVITIES
 

As the Agency's second largest program category, 378 Development
Activity projects had been initiated by the Agency with obligations
totaling $3.0 billion through September 30, 1984, of which $1.9 billionhad eACTIVITIES

habeen expendled. Projects in this category addr-ess cross-secto-al 
development problems. These projects are also designed to imple-
ment such Agency priorities as: promoting the private sector's role 
in development; policy dialogue; institution building; and technology 
transfer. 

The Regional Inspector General in Cairo issued a significant audit 
in this rel)orting period concerning two Agency-financed cement l)lant 
l)rojects in Egy)t. The audit was made to determine if the project's
primary objectives of reducing Egypt's currency outlays for cement
and establishing a private sector venture were achieved. Highlights
of this audit follow: 

-SUEZ AN) QUATTAMIA CEMENT PLANT 
PixO,1ECTS/EGY1PT­

Egyl)t has im)orted large qulantities of cement each year since about 
1976. Annual cement consumption has increased l)y about seven 
million tons during the period from 1977 to 1984 while Egypt's a-
nual domestic l)roduction has increased by only one million tons. To 
address this import/export imbalance, Ali) contributed $195 million 
of approximat ely $370 million needed to construct two cement plants
in Egy)t.The combined annual cement l)roduction of 2.4 million tons 
from the two AID-financed l)lants, when the l)lants reach full pro­
duction, will make an iml)ortant contribution to alleviating Egypt's
balance of payments deficit. Also, the required divestiture of the com­
l)any's common stock, currently held by the lublic sector, will enhance 
private sector participation in Egypt's economy. The cement plant
projects are managed by the Suez Cement Company (SCC), a private
sector company established under Egyptian legislation to encourage
foreign investment. 

Our review of these two projects showed that after the expenditure
of $195 million of All) financing and over $175 million of other funds,
the SCC has yet to become a viable )rivate sector cement producing 
company. Consequently, foreign currency outlays have not been 
reduced as planned. The cement iflants have not reached t)roduction
goals and dlomestic cement sales by the SCC have yet to materialize.Further, the cement companies viability as a private sector venture 
remains in jeopardy because 90 I)ercent of the stock is still owned 
by 14 public sector companies. 
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AGENCY'S GOAL IS TOLINK FOOl) AID TOLONG-TERM 
ECONOMIC GROWTH 
IN DEIVGLOPING 

COUNTRIES 

As of our review, the SCC had experienced many financial and opera­
tional difficulties which affected its capability to produce cement. 
SCC's long-term debt has not allowed a positive cash flow to meet 
short-term operating needs. Also, technical problems have prevented
the plant from becoming fully operational and meeting cement pro­
duction goals. 

Agency project agreements included provisions for offering, at the
time of original issue, L)to 20 percent of the common stock to private
sector owners and a )lan for subsequent divestiture of a major por­
tion of the 80 percent of the publicly held stock. At the time of our 
audit, however, 90 percent of the SCC stock remained in the public
sector. Also, the Government of Egypt controls both the selling price
of fuel and cement. With production costs and selling prices under 
government control, SCC may not be an attractive investment and 
therefore may not be able to sell stock to the public and become a 
private sector enterprise. 

In order to ensure accomplishment of the project3' objectives, pro­
ject l)lanners placed critical conditions on the disbursement of funds.
Conditions relating to pricing and divestiture, however, were either 
not sufficiently developed (luring the planning process or were not
effectively monitored for compliance by the Agency's Mission in
Egypt. As a result, the success of the project as originally designed
remains questionable. 

We recommended that the Mission, in cooperation with the Govern­
ment of Egypt, and prior to additional Agency funding, assess whether 
the success of SCC as a private sector venture is currently a viable 
objective. If determined viable, we recommended additional actions 
to ensure the divestiture of stock to the public and the establishment 
of equitable energy and cement pricing. The Mission should also
negotiate with the Government of Egypt and the SCC to resolve debt 
to equity problems, including possible rescheduling of the SCC's long­
term debt, and ensure that the SCC establishes a plan to correct
technical ol)erational problems. (Repcrt No. 6-263-85-8, September
18, 1985) 

AUDITS OF PUBLIC LAW 480- FOOD FOR
 
PEACE PROGRAM
 

In administering the Public Law 480-Food for Peace Program, the
 
Agency's primary objective is to ensure that food aid is provided to
those countries and people that are truiy in need. In order to increase

the developmental impact of this Program, the Agency has established
 
as its goal, the linking of food aid to long-term economic growth of
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a developing country. Funding for this Program is estimated at $2.1
billion for fiscal year 1985 and will provide food assistance to approx­
imately 72 countries. 

In a significai 1 ldit performed this reporting period, the Regional
Inspector General for Audit in I)akar, Senegal reviewed the Public
Law 480, Title I Program in Liberia. The audit focused on the Pro­
gram's effectiveness in contributing to Liberia's development pro­
grams and self-help measures, and on Liberia's compliance with
Agency and Program requirements. Highlights of this audit follow: 

-PUBIC LAWl 480, TITLE I PROGRAM/LIBERIA-

The Public Law (PL) 480 Title I Program in Liberia began August
1980 in resl)onse to Liberia's need for budgetary and balance of pay-
merit suIport and to the country's 1979 rice riots. Over the past five 

years, the Program has authorized the sale of U.S. rice, valued at $65 
million on concessional terms. The Program's objectives are to pro-
vide sufficient quantities of rice to meet Liberia's food deficits, while 
at the same time generating money from rice sales to finance operating 
costs of specified development projects. 

The Government of Liberia substantially complied with the agree­
ment in the early Program years. Since 1982, however, serious cash
liquidity and economic problems have caused a shortfall in the PL
480 account. The shortfall totaled about $16.5 million as of March
1985 and has caused )roblems in Liberia's development projects which 
were dependent on PL 480 proceeds. We found that the Government 
of Liberia's agent responsible for PL 480, Title I sales transferred 
about $1.1 million in rice to government organizations without requir­
ing l)ayment, and had accounts receivable of $14.4 million due from
credit sal-s, of which about $7.4 million was considered uncollectable. 
The Government of Liberia also failed to submit required reports on
self-help measures taken pursuant to the PL 480, Title I agreements. 

To ensure the Government of Liberia's compliance with the 
agreements, we recommended that the Agency not award additional
PL 480, Title I assistance until the Government of Liberia
reestablishes the special account and deposits the outstanding sales
proceeds. We also recommended that the Agency's Mission in Liberia
exercise greater control over future PL 480 programs. These recom­
men~ations concern releases from the special account, government
credit and sales policies, and inventory control procedures. (Report
No. 7-669-85-8, May 24, 1985) 

SIGNIFICANT 
PROBLEMS 

IDENTIFIED INLIBERIA PL/480 
COMMODITY SALES 
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REVIEW OF INTERNATIONAL
 
DISASTER ASSISTANCE
 

The objective of the International Disaster Assistance Program is to 
save lives and property and to reduce suffering in foreign countries 
which are stricken or threatened by disaster. Immediate and effec­

tive relief is the Agency's primary goal in disaster assistance. The 
Office of U.S. Foreign I)isaster Assistance responded to 41 disasters
in fiscal year 1984, 11 of which were related to the food shortages
in Africa. Funding for this program is estimated at $50 million for 
fiscal year 1985. 

In a significant audit performed this reporting period, the Regional 
Inspector (eneral for Audit in Manila, Philippines reviewed the 
disaster relief provided to the Philippine National Electrification Ad­
ministration. The audit was performed to determine the adequacy
of accountability and controls over disaster assistance funds and 
whether funds were spent for authorized purposes. Timely action on 
our recommendations by the Agency's Mission in the Philippines
resulted in savings totaling over $400,000. Highlights of this audit 
follow: 

-DISASTER RELIEF ASSISTANCE/PHILIPPINES-

In September and November 1984, the Philippines sustained exten­
sire danage to its electric lines from two typhoons. To assist in
 

rehabilitating the damaged lines, the Agcncy provided disaster relief 
funds totaling $1.45 million to the Philippines National Electrifica­
tion Administration (NEA). 

The NEA implements the Philippine National Rural Flectrification 
Program by organizing, financing, and regulating rural electric 

cooperatives. As the parent agency of the cooperatives, NEA sub­
mitted cost estimates to the Agency's Mission in Manila for repair
of the damaged lines. The estimates provided for assistance to 23 
cooperatives through the purchase of 11,424 replacement telephone 
poles. NE.A ordered the poles and submitted vouchers, covering their 
cost and transportation, to the Mission for processing and direct pay­
ment to the suppliers. 

Our review showed that NEA's estimates of the cost per telephone 
pole were overstated and that actually 22,096 poles were procured
and billed to the Mission. However, about half of these poles were 
not needed to rehabilitate the damaged electric lines of the 23 
cooperatives. According to cooperative records and information pro­
vided by NEA, the 10,672 poles in excess of those authorized were 
accounted for as follows: 
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" Forty-seven percent of tile poles were shipped to cooperatives
that did not have damaged electrical lines and, thus, did not need 
tile poles. 

" Twenty-eight percent were shipped to cool)eratives in areas not
affected by the typhoons or not authorized to receive disaster 
assistance. 

* Nine percent of the poles were shipped to cooperatives located
in areas which were affected by the typhoons, but not authorized 
to received disaster assistance. 

* 	 Sixteen percent were rejected for poor quality and were not 
shipped. 

We recommended that the Mission recover $305,146 from NEA for
the cost and transportation of the excess poles. 

Excess Telephone Poles Purchased With DisasterAssistance Funds
Are "Stored" at An Electric Cooperative On Cebit, Philippines 

Our audit also showed that 26 of the 51 vouchers submitted by NEAand paid by the Mission were supported by false documents. For ex­
ample, 32 of the 88 receiving reports suIbmitted to the Mission insup­
port of the vouchers were false. All except one of the 23 cooperativessigned false receiving reports. Officials from 18 of the 22 cooperatives
that prepared false receiving reports told us they did so at NEA's 
request. We believe this false documentation was submitted by NEA 
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PREAWAR ) RIVIIVS 

REVEAL IOTENTIA1L 

P'ROBlLEM AREASB EFO(REF CO)NTRA.CTSIARE W'RACTS 

()fEN 
REICOMMENDATIONSIN EXCIESS O)F SIXMONTiS 

in order to give the appearance that all poles purchased were needed 
for rehabilitation. 

Based on the above, we recommended that the Mission stop payment 
on tie final vouchers submitted bv NEA totaling $108,41 1.The Assis­
tant Inspector General's Office of Investigations is reviewing our in­
formation concerning the false vouchers for l)ossible further action. 
(Report No. 2-492-85-6, September 18, 1985) 

PREIAWARI) CONTRACT/GRANT REVIEWS 
During the last six months of fiscal year 1985, we issued several
significant preaward revieNN,; of contracts and grants. Preawardreviews are vitally important to the Agency because they usuallyreduce estimated costs and identify potential )roblem areas beforecontracts/grants are awarded. During this reporting period we per­
formed 30 preaward reviews. Six of these reviews resulted in reduc­tions in 1)roposed( costs amounting to $6.4 million. 

AUDIT RECOMMENDATIONS,
FOLLOW-UP AND RESOLUTION 

-COMPARISON OF STATUS OF OPEN 
RECOMMENDATIONS-

Although the total number of open recommendations at the end ofthe reporting period decreased by 20 percent (272 to 217) from theprior period, the number of recommendations open in excess of sixmonths increased by 35 percent (86 to 116) from the prior period. 

Total Open Recommendations 

Six-Month Period Open Less Than Open More Than Total
Ended Six Months Six Months Open 

March 31, 1983 230 197 427
September 30, 198:3 207 145 352
March 31, 1984 90 131 221
September 30, 1984 150 81 231 
March 31, 1985 186 86 272 
September 30, 1985 101 116 217 
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-COMPARISON OF STATUS OF OPEN 
RECOMMENDATIONS OVEIR SIX MONTHS OLD-

Office of Management and ludget Circular A-5( require's that recoin- AGE.NCY COMPLIANCE
mendations he resolved within six montihs of issuance. (In this con- WITH (MB CIRCUILAR 
text, resolution and closure are not synolynOus terms: audit recoin- A-7) 
mendations are resolved when \gency management and the 1,;'s Of­
fice reach agreement on firm plans of action to CorreCt tile reported
deficiencies. But auldit rec)mmendations are generally not closed until 
corrective actions have been completed.) The number of I; recom­
mendations opeln over six months increased by 30 between March 
31, 1985 and September 30, 1985. Violations of tile A-50 requirement
for res(lliti on also increased (luring this period from 27 to 56 or by 
107 l)ercent. 

Statts of (ipen Recommendations Over Six Months (ld 

Six-Nl(mth Period 
l iliresolved, inl 

Violation of 
l'Ended Total Circular A-50 Resolved 

March :31, 198:3 197 7.1 123 
Sept em her 30, 1983 145 58 87 
March 31, 198,1 131 :38 93 
Sept eIllber 30, 198.1 81 28 53 
March 31, 1985 8) 27 59 
Septcm)cr 30, 1985 116 56 60 

-T EI	SUIPIIiMENTARY IILJ)GET AND 
R.CISSION ACT OF 1980-

The SuppleIlntary Buidget nt Recission Act of 1980 requires that AGE.NCY COMPLIANCE 
all monetary audit recommicdations be resolved within six months WITHl PUBLIC LAW 
of issuance. As the following schedule shows, tile nuLber of audit 96-304 
recoinmnen(laL i( ls in violation of Ihis stat ute Increased by 5:3 percent 
from 15 	 to 23 over the past six months. 
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F)OILOW-UIP ON 
CL)SE) 
RECOMMENI)ATIONS 

I'IEllAIS "'OTiE 
I)IPUTI'Y 
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EI.VIEW (F" 

ILI(;ISIA'i'IU.N ANI) 

HEIG ULATIONS 


OBIIGII N(; 

INFIIRHMATI(IN OR 
ASSISTANCE 

Recommendations Unresolved Over Six Months 

Unresolved, in
 
Six-Month Period Violation of
 

Ended1 PL 96-304
 
March :31, 1983 36
 
September 30, 1983 24
 
March 31, 1984 19
 
September 30, 1984 18
 
March "1,119k 15
 
September 30, 1985 23
 

-O)'I'IIER INSIqECTOR GENERAL REQUIREMENTS-

OMB Circular A-5() mandates that each Agency regularly evaluate 
its performance in complying with the scope and intent of audit recoin­
nlcn(lations. Consequenitly, follow-up on closed audit recomrimenda­

lions has been lit egrated into the audit effort of each Regional In­
spector (General for Audit isa means of evaluating Agency compliance 
with audit recommiendations. In addition, for all recommendations, 
the l( Office of 'olicy, Plauning, and Oversight tracks activity before, 
(luring alid afIcr resolution and closure. Oi occasion it is determined 
from informal i(l;lavailable that recommiendations should be reopened.
I)uring the past six Illonths, the Inspector General reviewed 22 closed 
recomlllendati( f, 3 of which had to be reol)ened. 

OMB Circular A-5() also requires that the head of each agency or his 
(esignee arbitrate any disagreements bCtwCCI the audit and manage­
menit funci lions on the timeliness and/or the nature of the Agency's 
responses to audit recommendations. No recommendations were 
referred to the I)eputy Administrator for resolution during the past 
six montihs. 

Sect ion ,(a)(2) of the Inspector General Act requires the Inspector
eneral to review exist lig and proposed legislation and regulations

relating to Agency programs and operations. During the reporting 

period, the Insl)ector (General reviewed tile proposed aiendlents to 
the Foreign 4ssistance Act and proposals set forth by the President's 
Council on Integrity and Efficiency. Appropriate comments were pro­
vided ill each instanct . 

Sections 5(a)(5) and 6(h))(2) of the Inspector (General Act require the 

Ills)ect (r (ieneral to report instances where access to records or
assistance redulest ed was unreasonably refused, thus hindering tile 
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ability to conduct audits or investigations. I)uring this semiannual 
reporting period, there were no reportable instances under these sec­
tioris of the Act. 

STATUS OF PREVIOUSIY
 
HIGHLIGIIITEI) REPORTS
 

-REI ORTS WITH UNRIESOLVEI)

RECOMMEINDATIONS 
 AS OF SIiITEMIBIR 

30, 1985-

Agricultural I)evelopment Systems lProject/lIgypt 

This report demonstrated the lack of contractor management con­
t1()ls over the use of ,)5.,l mlli ion Of (101lar and local CrIITcy 
payments. ll pavlyments were made to iml)lement programs in
research, training and extensi( n to furt her the development of 
the agricultural sector in Egypt. ()ne (he 0i)riginal 20 recoin­
mendat ions in this report remains )lpen. This recoimmiendation 
aIddlressos the requirement that governnWt license plates be
affixed t(dihe 17 project vehicles to discourage the vehicles' use 
for nonp-rrject pUrpo.css. We are awaiting Agency con firmation 
on this actimui. (,Repo )rt No . i-26-3-83-8, A ugust 29, 1983) 

tehi(,"n enl Fud/Wst Africa 

A review of this $i million program concluded that overall
lenwfits had heIen limited. As a result of these limitations, the
Agency tei minated the Project. Audit recommendations were 
nIl(ed t()llsure that programll assistance already provided would 
not be wasted. I)uri ng tiis reporting period, a significant
mont z-v fi nd ing was resolved and over $600,000 was returned 
to the Atgencv by the l-ntenle Fiu1d. The Fund also provided the
,AgeIcWy with justificati)n for Wither questionled costs. ()ne recoin­
menldationl, which relates to) providing additional assistance and
tralining t'1rumiigh an All )-finaced senior advisor 0(W consultan­
cies by rec' gnized accountirg firms, remains open al1d is being
explore I by the Ageicny. (R'el)ort No. 7-625-8,1-2, May 18, 1981) 

Food Assilstallc throughP)ll, -180, "'itles I and Il/Sudan 

This audit reporttd' that funds gcnleratl from the sale of PI.18()
comn m1(iie,s were no )tdel)sit(l into a special acco)unt and that
(Gowernme1nl ()f Sudan accou ntability reporIiir and management
controls wer, ina(le( ltat,. Reco)mu'li(l0Ois (lCncerne(lthe
tight'lning of c(oltrols and clarification of agreements and regula­
tions iintc riis (W)what is reqI ired by law. Ai agreemenlt hIas not 

VEIICLE CONTROL 
IECOMME'NI)ATION 

REMAINS OPEN 

ENTENTE FUNI) 
,E.COMME.NI)ATIONS 

S'IIL BEING 
AGENCY 

MANA(;IME.NT 
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CONTIOLS NEE DE D 

IN StUI)AN 
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yet been established on the corrective action that will be under­
taken to com)ly with PI 480 agreements, regulations and laws. 
(Report No. 3-(50-81-14, July 23, 1984) 

Private Investment Elncouragelent Fund 

The Private Investment lncouragement Fund in Egypt did not
become operational because of poor planning, ineffectivetechnical assistance, and a failure by the Government of Egyptprovide agreed project inl)Uts. Although the Agency has 
deot)ligated over $22 million Of the Fund, $10 million still remains 
in the Fund and should )e (teobligated. The Agency has initiated 
negotiations with (GeneralMotors of Egypt to use the remaining
funds for a lo~an. A final (letermination on the course of action 
has no)t been made. (1R eport No. (i-26:3-84-3, July 2(, 1984) 

Agency Compliance With the Federal Managers' Financial In­
tegrity Act 

This review f)the [e(Ier;l Managers' Financial Integrity Act 
of 1982 (FiNIFIA) ftound that the Agency needs to put in placethe framew)rk needed to imlplement the19 red()n ien(lat il)5 are closed and the FM FIA. Nine of ourAgency has act ion under­
1\va\' F(9 crcmlete tia ining mluals, (ist rillut e videotape instruc­
tional avid and cmlt e the compilatibm of assessable units by
tie end is ( )c ple85.e An action lrtram has een treul)osed 

Air several ()f the o ther remaining recommendations. (Report No. 
()-0()()-85-7, 1Jecemb)er 7, 198,I) 

IParticipant 'raining IProgram 
,, review o)f the P'articip~ant Tlraining Program disclosed a failure 
to adequately consi(ler whether host co(untries had sufficient

)eTs f(lalifie(I Cadidates,an adequate screening process,
a system l ffllow-ul) (o returning trainees, ai(d a coml)rehen-
siX'e, up)-t-ate informat ion syst em. The Agency is attempting
to address these 1)rod1lems lhrough development of a Participant
Training NMInagemen t SystLem which has been installed in the
Agency Nlissiom in lIanama and is currently )eing rel)licated in 
the El Sal va(lr and C)sta Rica Missi()ns. The I'articipant Train­
ing Information ,Systel is also leing expanded. (Report No. 
0-()()0-85-8, )ecember 7, 1981) 
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Philippine Population Program 

The rapid growth of population in the Philippines is inhibiting
the country's economic development. The report showed thatthe Philippine Government needs to increase funding andlpolitical
sul)port for this l)rogram. One way of achieving program
economies and im)roving operational efficiency is to merge
presently separate family planning outreach systems Under theMinistry of Health. The Agency questions the assumption that 
a merger would improve cost-effectiveness and prefers to con­centrate primary efforts on improving the overall family plan­ning delivery system. While the issue remains unresolved, the 
policy dialogue has been communicated to the Philippine Govern­ment and merger remains a viable alternative course of action. 
(Report No. 2-192-85-2, February 7, 1985) 

Procurement Service Agents 

Procurement Service Agents (PSAs) are generally a viable means
of alleviating many host country contracting problems and shouldJ
be encouraged. Our review showed that greater economy and 
efficiency could be achieved by requiring Agency Missions tonegotiate PSA fees based on cost )roposals, iml)rove the selec­
tion process, assess host government capal)ilities before engag­
ing the PSA, and maximize the competitive procurement of theseservices. The Agency is currently drafting new guidance for the
Handboo(Jks on use and selection of PSAs. (Report No. 
0-000-85-11, March 21, 1985) 

Closeout of E'xpired Contracts 

Our review of 122 high value AID-direct and host country con­tracts totaling $319 million showed that contracts were not beingclosed out because Agency management placed little importance 
on this function. We recommended that the Agency establish con-trols to ensure that (1) closeout actions take place in a timely man-
ner, (2) contractor performance evaluation reports are l)repared,
(3) a system accounting for AI)-funded or furnished property
held by contractors is established, (4) contract files are notdestroyed or retired until closeout procedures are com)lete, and(5) an inventory of both All)-direct and host country expired con­
tracts is reconciled periodically with Agency Missions. The
Agency is expanding and revising its closeout procedures andwill test them on AID/Washington contracts and grants. If this 
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OUTR ACH SYSTEMS 
SlOULD BE MERGED 

NEW GUIDANCE 
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BILL OF COLLECTION 
NEEI)S TO BE ISSUEI) 

proves successful, the Agency plans to implement these pro­
cedures worldwide. The Agency has not taken any action con­
cerning host country contracts. (Report No. 0-000-85-14, March 
29, 1985) 

-RE'ORTS IN WHICH RECOMMENDATIONS ARE 
RESOLVED BUT ARE PENDING COMPLETION OF 

CORREICTIVE ACTION AS OF SEPTEMBER 30, 
1985­

" Nonformal l'(lucation for WAomen lProjec'iMorocc() 

This $4.3 million development training project to benefit women
contained serious design l)rolIems and host cotntry contracting
p)roblems. F(our of the five recommendations in this report have
been closed. The final recommendation, calling for revision of 
Handbook I I to include current AlI1)policy on participants under 
AlI)-financed host country contracts, has not been closed. A com­
mittee was estal)lish,(l in May 1983 to draft additional guidance
for All) Handbook I I concerning participants. A consensus on 
language has emerged, but the major issue remains whether the 
proposed l)rovisions would )e mandatory or optional for inclusion 
as host country contract provisions. (Report No. 0-608-82-47, 
February 22, 1982) 

Crop )rotectio l'roject/Philipplines 

A review of $2.2 million in )rocurement for this Project iden­
tified serious defects in bidding, documentation, receipt, delivery 
and utilization of goods. Two recommendations remain open. One 
recommendation awaits issuance of a bill of collection for $88,000, 
and the other recommendation requires the delivery of two air­
boats to another project location. Although the Agency issued 
a letter requesting co(llection of $88,000 on August 6, 1985, an 
official bill of collection is yet to be issued. Further, a site visit 
found that the airboats were not operational, and if not deployed
shortly, recovery l)rocedures should be considered. (Report No. 
2-492-83-5, March 21, 1983) 

" Road Maintenance lProject/Haiti 

COMI'LIANCE' WITI The only recommendation remaining open from this audit of the

SIIIIPING aitian Agricultural leder Roads Project concerns non-
IREQ,UII~ EME NTS'- INldtiIAgiutrlFeeRod Pojccnenso-IA 1ITI R EM..\ INS coml)liance with shipping requirements. These requirements state()IS'I()NES IE that atIA least 50 percent of the gross tonnage of loan-financed 

goods must be shipped on UJ.S. flag vessels. The Agency's Office 
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of Contract Managenent has been assembling documents (Let­ters of Conmit ient, bills of lading, invoices and vouchers), most
of which dated back to 1977 through 1980 and had to be retrieved
from the Federal Records l)epositorv, and reported in September
1985 that docum1ents sufficient to (letermine cornpliance would
be shipped to the Mission in Hlaiti in October 1985. (Report No. 
1-521-83-13, August 25, 1983) 

Citandluv \Vat er and Irrigati(n Project/Indonesia 

In 1976, the Agency approved a $12.5 million loan to the Govern-
nient of Indonesia to construct flood control structures and
irrigation calialk in clentral .java. Project site visits revealed oh-
vious Illaintenanc, pbroills with this large capital investment 
project. Weeds and e.r)sion c()uld take ovel water intakes andcalals witho0ut innIe(liate Inaintenance attention. The All) Mis-Sion in Indon((esia acted on lie Of our lconlillendatioll an(
deobligated $1.7 million in loan ftlds on '\Ugust 1-1, 198S. ()ne
final reco)lillendation relating, to the transfer of flood control
StluCttl'e lperat i()llaidl lilailtenihlice auith(oritv relains opel]
pending, inliplelementaItion of a (rovernient of Indonesia draft
regulation. (Report No. 2-197-81-3, March It6, 198-1) 

Bai"allgay \'Vater I(rojc.,ct/Phililppines 

The Baraiicgay Water Ir)ject authoirized loans of $25. million
and grnts of $2.5 Million to l)rvide 500 potable water systems
to Philippine commIUnit iCs H)t exceeding 10,()00() people. The 
report described the inadequate financial position of most of the 
cooperatives, as well as the maintenance problems and l)oten­
tially ,-eri)Ous health plrobllems regarding water purity. Three
recornmen(lati(0nS remiain oneo(pen, relating to financial and
technical assistance, a not her to ensuring l)erofrmance Of wate­
quality testing, and a 
third recoin melllding dollar deobligations.
The Agency funded all independent technical evalunation which
 
was comlpleted in March 1,985 and based on this evaluition prom­
ised a final plan of action by April 1985. Additional time has been

requested to )cnl)letethe plan of action. (Report No. 2-1 92-84-8, 
Septeml)er 1Ml,198,1) 

I-lost (o untry Contract ing 

This report discusses the Agency's failure to adequately imple-
meint a system fr evaltlating host country l)rocurement
capabhilities lmiior t assigning l)rocui-eient responsibilities for
the estimated $2.5 billion inactive host country cont-acls. Agency
responsibilities are diffused and a co(ml)lete record of all host 
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country contracts is not maintained. A task force study to ad­
dress these problelns and review I-andbook guidance in this area 
has been co)mpleted and we are discussing its results with 
management. We do not believe the actions taken to date by the 
task force or the Agency are sufficient to close any of the report 
recommendations at this time. (Report No. 0-000-84-38, 
September 28, 1981) 

Health Management Improvement Project/Jamaica 

Agency officials, following audit report recommendations, have 
identified excess funds resulting from the devaluation of the host 
country currency and have pinpointed certain areas whre funds 

have been overbudgeted. This resulted in an agreement to 
reprogram over $1.1 million for new or revised activities, in­
cluding approximately $500,000 for procurement of pharma­
ceuticals and me(lical supplies. The recommendations will be 
closed upon receipt of reprogramming details. (Report No. 
1-532-85-3, November 19, 1984) 

Northeast Small Scale Irrigation Project/Thailand 

This audit report noted some serious problems involving the Proj­
ect's operations and maintenance, including washed out main 
canal walls and weed growth, and recommended that the host 

government provide adequate operations and maintenance funds.
As a result, the host government increased its budget for opera­
tions and maintenance from $56 million in 1984 to $74 million 
in 1985 andI made a reqLuest for Agency operations and 
maintenance training. These two recommendations remaiii open 
peonding receipt of documents from the Royal Thai Government. 
(Report No. 2-493-85-1, November .30, 1984) 

Integrated Livestock Production/Niger 

This $17.5 million Project was, during our review in August 1984, 
at a virtual standstill with only $900,000 expended when a 

drought caused the exodus of herders and cattle from the Proj­
ect area. Our initial recommendation to terminate the Project was 
later revised to include suplx)rting a major redesign of the Proj­
ect to bring about agreement with the Government of Niger on 
Project objectives and include a system for measuring Project 
objectives. An evaluation which would lead to the redesign was 
finally started in September 1985 and a field visit is planned by 
our Regional Office of Audit in l)akar, Senegal to assess prog­
ress of the evaluation and the redesign effort. (Report No. 
7-683-85-A, February 28, 1985) 
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Appropriate Technology International 

While there have been improvements in Appropriate Technology AGENCY PLANS TOInternational's (ATI) $1.6.5 million program of developing ap- AMEND ATI 
propriate technology for dissemination to developing countries, AGREEMENT ANDDEVELOP A JOINTour review found that the cooperative agreement lacked a defini- STRATEGY
tion of replication, specific and measurable objectives and a joint
rel)lication strategy for the Agency's Science and Technology
(S&T) Bureau and ATI. The S&T Bureau plans to amend the
Agreement to provide the requisite definition and develop a joint
strategy for inclusion in the next Congressional Presentation. 
(Report No. 0-000-85-12, March 26, 1985) 
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INSPECT()R (ENERAI. 
STII'SSES SECI RITY 
AVARENEISS 
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I.W IT .,AIRVA\YS 
FII(;iiT 221 

OFFICE OF SECURITY
 
'Ilie Inspector General has overall res)otnsibility for tile Agency's
security programs worldwide. Daily operational security mnanagemn-ent
is provided by the (O)ffice of the Assistant Inspector (;eneral fo: SecCu­

ity (AI(i/S BC). I)uring this six-month reporting period, AI(;/SEiC 
placed increased emplhasis On security awareness. 'he office focused 
on im)roVi .t, employees' awareness in protecting National Security 
In formlation and the importance Of l)rotecingl AI) eml)loyees and their 
familes abroad. 

Limited Official Use 

The Hijacking of Flight 221 

, , 

Office of Security 

A--NSPECTORIMP{ 'HIl --*N{ GENERAL= 
WHPI 11IPA AN FR111,V1
 
BOno I I I % A lm F r[#ftl~~i((€v~ lrll
y 

Limited Official Use 

On I)ecember -1,198.1, K wait Airways 1"liguht 221, hound for lKarachi, 
was hijacked. ,AmIng the passengers were three Agency for Inter­
national I)eVehlmen(t au(itors. o\()Of the auditor1s Were killed and 

a third severely beaten. 1[he AI(/SI-C made an indelpth analysis of 
the circuros ance(s sIrI'(Ullilug this trlgedy in ln (ffort to ident ify 
lessons leariel 811(inl(rni ern ut euplovyees oind ( niled Slates ((O'I'nll 
how Ilhy mi.Ih react Sh()Il(l they encoMunter such a situation. 
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The report, entitled "'The 1-I ijacking of Flight 221,'" describes the in­
cident's actual chronology and, more importantly, advises employees
onl what they should (10 or how they should react in the event of a
hijacking. The 18-page, administratively controlled, (locunilent is being
distriblte(I widely throughout the Agency and the )epartment of 
State. 

The report concilKudes that All) employees were targets of opportunity
and were brutalized because of their positions as United States
Government officials. The report asks employees to acknowledge the 
possibility of a hijacking and encourages participation in availablesecurity education programs The report recommends that employees
make arran.g~ements for legal and financial contingencies in the event
of such 11incident and maintain dignity and self-respect at all times.
Also, avoid sitting in aisle seats, carry nothing that is considered pro­
vocative (o that can not be exl)lained, and Cooperate with and obey
hostage-taker's instruct ions in an effort toto avoid l)hys.ical a)use

the extellt )ossi)le.
 

Again, ii is hped that this report will enhance security awareness
aid behttCl- p)rI'a-e ( )vernment employees for the potentialities of 
a hijacking. 

(omlPlenmling "Thw lijaclkin. of Fligt 221" report, A\I(;/SlC sl)on-
sored allot her hiajacking educati(mail effort. The services of a well-
known hostage survival ,xl)ert and former prisoner of war were oh­
tained to(" v'helop arid present I(Mn-hotll" briefing to All) officials on
the sul)ject (if hijickling an(l homstage survival. The )resentation was
videotap.d and is n iw being distiibuted to AID/W\ashington an(
overseas faclII es. The presetatiin was well received by the Agency
and All) is n)%w rtquiliiing all personilel assigned or traveling alroad 
to atteld the vide( l)rescntation. 

The A/l(,/SLC listributed over 5,0() instructional pamphlets on
secuilitv aiwarlness () All) employees and contr-actor personnel
over'seCa.s. Sunl)jects C('TiCered 1i11CIude: 

* ",10 \\avs to Protect Your Home" 

0 "' \Vhat Y Should Kn(w Ablout Preventing Car Theft" 

"The ABC's ()f Self-IProtection' 

0 "3t0 YOUC;n 11-veit Crime"Ways \ot: 


0 '\What lE'very \Volllall Should Know About Self-Protection'". 
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POST INMAN PANEIL 
ACTIVIITIlS 

The pamphlets are intended to su)l)lement our ongoing security film 
and videotape programs and to raise the level of security awareness. 

Effective security orientation and awareness training for AID con­
tractors is an area of p)articular concern to the Office of Security.
Agency employees participate in the mandatory, one-day "Coping with 
Violence Abroad" Seminar, conducted by the Department of State. 
However, Agency contractors currently receive no formal training
prior to their overseas assignments. The Agency fully understands 
its responsibility of preparing contractors for the threats they may
face abroad, but due to limited staffing, we have not been able to pro­
vide this orientation and awareness training. We are currently study­
ing this problem and l)lan to identify a means of providing this serv­
ice in the future. 

AIG/SEC launched an aggressive and informative refresher training 
program to assist all employees in the proper preparation, handling,
and storage of classified material. Thirty training sessions were given
to 1,320 Agency employees in Washington, D.C. We l)lan to videotape
the session and distribute the tape to AID Missions abroad. 

Additionally, to assist employees in their daily resplonsibilities to pro­
tect classified information, the Office of Security produced and 
distriluted two t)amphlets entitled "Classifying National Security In­
formation" and "Marking Requirements." 

Copies of all of the cited training materials are available. Written re­
quests should be sent to the Assistant Insl)ector General for Secu­
rity, Room 415, (SA-16/RlPE), Washington, D.C. 20523. 

The Secretary of State convened an Advisory Panel on Overseas
Security. With the cool)eration of a wide range of United States 
Government agencies, the Panel examined issues related to diplomatic
security in the Jnited States and overseas. A report was submitted 
to the Secretary of State and is commonly referred to as the Inman 
Panel's report. A major recommendation to the Secretary of State 
included in the report was the consolidation of Department of State,
United States Information Agency (USIA) and AID security respon­
sibilities and activities into a prOl)osed Diplomatic Security Service. 
3oth USIA and All) have ext)ressed serious questions on the prac­
ticality of this recommendation. At the end of this reporting period,
discussions continue with I)epartment of State officials related to 
AID's and tJSIA's serious concern over the consolidation 
recommendation. 
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During AIG/SEC's participation on the Advisory Panel, a significant
number of AID facilities were identified that did not conform to therecently developed security standards. As a result of this review, All)
has been participating with the Department of State in the formula­
tion of a security sutp)lenmntal funding request to fund the correc­
tion of the noted security deficiencies. In brief, the supplemental re­
quests the additional security )ositions and funds necessary to con­struct several new office buildings, retrofit or ul)grade existing 
buildings and improve residential security, vehicular armoring, and
radio communications to Stil)l)ort our l)ersonnel at AIlD's most 
threatened posts. 

OVERSEAS SECURITY DIVISION 
The Assistant Inspector (;eneral and the )ivision Chief of the
Overseas Security Ihvision, through the Interagency Overseas SectI-
rity Policy Group, have contributed to the formulation of standard-
ized residential security and communications policies. These l)olicies,as w llst-s, f,Sttn t~oicv 
as well as future policy statements, will he common to the entire 
United States Government Foreign Service community. A distinct
advantage 	to this unified l)olicy approach is that all overseas l)osts
will adhere to a single, acceptable standard which will improve secu­
rity for the foreign service community worldwide. 

SResid'n/ial. The Department of State's new residential security
policy closely parallels the lontstanding All) policy on residen­
tial security. It acknowledges an obligation oin t-he part of the
United States Government 1,o provide minimum levels of residen­
tial security for the three degrees of threat categories, and in­
corporates the concept of a residential safehaven for areas of ex­
treme risk. We fully support its formulation. 

* Commuiications. The Department's new communications policy
closely parallels AID's existing policy on the subject. The policy
requires each post to maintain a voice radio system with a com­
mon frequency dedicated for emergency evacuation and security 
purposes. Significant to All) and our existing, highly efficient 
radio program is that individual agencies will retain control and
maintain their own equipment. At posts constantly operating
under significant threat conditions, the objective is to issue voice
radios to all official )ersonnel. At lower threat posts where radios 
are not available for every employee, a warden system will be
established and monitored by the Department of State. Weekly
radio tests are acknowledged as critical to the success of the radio 
effort. 

AIG/SEC MAKES 
SIGNIFICANT 

CONTRIBUTIONS TO 
T E (VEIRSELASECUR ITY 	 POLICY 

GROUP 
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INCRASEI) 
ATTENTION GIVE'N TO 
VliICUI.AI 
I) FENS IS 

IMPLE.MI"NTATION OF 
NSI)D 1.15 INITIATEDI)
FOR INFORMATION 
TEiCUITY m(I)(I 

During tile past six months, representatives of AIG/SEC visited 25 
Agency facilities throughout the world. The bulk of their activities 
related to developing pul)lic access controls, perimeter defenses, and 
improving existing radio nets. 

Securing All) facilities in recent months has become increasingly dif­
ficult, as added eml)hasis is being placed upon countering the car bomb 
threat. As a result of the last ieirut bombing incident, security stan­
dards have been modified to require a 100-foot setback from points 
of vehicular traffic. Since most AID facilities are and continue to be 
short-term leases, it is extremely difficult to find buildings or com­
l)ounds that can meet this security requirement. In spite of this, several 
All) facilities are moving to improve their overall security posture. 
AIG/SliC has also initiated action to fornmalize AID building security 
standardls into a single document. This project is being coordinated 
with the I)epartment of State's Physical Security )ivision. 

DIVISION OF INVESTIGATION AND
 
DOMESTIC SECURITY
 

The National I'1 licV on Telecommunications and Automated Infor­
mation Security, as published in National Security Decision Direc­tive 	115, reT(tlired All) to review and revise the procedures for security

lnaiemlent Of this teclology. Recent advances in micro-electronics 
technhology have resulted in a significant growth (of the telecommunica­
tions and in format io processing services within the United States 
(;overnvnent and the pri v'ate sector. While this growth results in im­
)rove(d efficiency and effectiveness, it also poses significant security

challenges because information processing systems are suscel)tible 
to intercel)t i n, unalit horized electronic access, and exploitation. 

ilgm' Cow('dina/iun. AIC;/SElC has been working with the 
Agency's In format ion Resources Management Office to develop
standardIs 1 esigned to protect unclassified, sensitive information 
that is l)'ocessed by information technology systems. The stan­
dards will enconpass mlicrocoml)llters, minicoml)uters, coml)uter 
main frame and perilpherals, automated word processing equip­
ment, and telecommnications equipment employed in data proc­
essing networks. The standards also include requirements that 
pl,,om nel associated with the design, operation, maintenance, 
or use of the Agency's computer systems and information be sub­
ject to suitability investigations. Current plans call for incor­
l)orat ing existing Office of Management and Budget and other 
ILxecutive Branch directives on automated information and 
security systems into the All) ILanclbook on Security. A full-time 
l)rofessional security officer will be required to administer the 
unique aspects of this )rogram. 
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TEMPEST TEMPEST refers to a program of coping with the
threat of compromise from electronic emanations (unintentional
signals that are generated by or radiated from information proc­
essing equipment) which can disclose classified information being
processed by that equi)ment. The Office of Security, in coopera­tion with tile Agency's Information Resoin-ces Management Of­
fice, 	 is developing procedures to facilitate the installation of
TEMlST-all)r()ved word pr)cessing equipment that can be us­
ed for preparatio of classified material. Three offices within All)have been selected, on a 	 trial basis, to receive "'EMIIST­
apl)roved equipment in the near future. The results of those tests
will be used to determine the feasibility of acquiring additional 
'EMl'iST'-a plro(ved equlpment. 

The AI(./SHC is revitalizing tihe contract investigator program.AI(;/SEiC now has :.I invest igat ors under contract and coverage within 
the U1nited States has increased significantly. Investigators are nowsituated in Arizona, Calil()rnia, (A)lorado, Connecticut, Illinois,
Massachuselts, New Y)rk, N)rt h Carolina, South Carolina,
WNashingt()n and Vashinglon, I).C. This improved coverage should
reduce the resp)nse time to complete background investigations and
reducL'C tVt'e] eX)sllSCS which have increased significantly during thelast two years. The Office of Security conducted 58 Background In­
vestigations and .195 National Agency Checks during the past six 
monl hs. 

Congress is presently examining whether too many Americans have 
access to classified in format ion, l)articularly in light of recent es-
1)ionage cases. The Agency is examining who within All) has accessto classified info)rmation and whether feasible reduceit is to (tlenumbLer f cleared emlph)Vees and conrct'ol'S. Concurrently, Al(;/SEC
is also int ensi fyiIg thle tho)roulness of )lr emllloyee reinvest igat ion 
progra iii 

Il)uri ng tIlis reporting period, .Al(/'SElC forwarded a rep)ort of in-
vestigation to) AIll)'s ()ffice of ciersonnel for a determination of 
suitlbilityv for coot inued lnplh)ynment of an All) employee.
employee was cO)nvicted of attempting to 	

The 
illegally obt ain drugs and

sentenced to two) years of Sup)ervised probati()n. Thisiri)epresents the
first case that \I(;/S I'c has handled tinder a recent agreement he­tween AI(i/SEC 'ild Al(;/I in which AI(;/SEI'C follows ipon cases
that Illay l)t be l)rosecuted tinder criinal statluites but which have 
suiiabilityV imllica 0l1s. 

Agency facilities aid personnel in the Washington metropolitan area
remain vuintnri ble to ho)slage situations, crinles of violence, and 

PERSONNEL 
SECURITY 

CONTRACTOR
 
IROGRAM 

IS 
INVESTIGATION

REvITALIZEI) 

W110 	NEEI)S ACCESS 
TO CLASSIFIED 
INF()RMATION? 

S1)ECIA i. 
INVE'STIGATIONS 
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bomb threats (luring this reporting period. Continued staffing short-
DOMESTIC SECURITY ages have caused our security surveys of AlD facilities to be blehind 
OPERATIONS FOCUS schedule. Adequate briefings have not been given to our emp)loyees
ON ACCE'SS CON'I'R()L concerning emergency situations l)ecause only one officer is availableAND EM IERIGEF.CY gCiegnyS

Ato cover nine facilities. A State l)epartment employee was fatally
woulded at the )epartment of State Building (Al l) occupies approx­

imately 35 percent )f this building) earlier this year. A similar inci­
dlent could (ocurat ally Agency annex. We believe it is iml)erative 
that physical security be imj)WOve(l . I lowever, the Agency's person­
nel constraints pr Ihil)it this acti( n. Thcreffore, in the next six months 
we will he eXamining alt ernatives to pro)vide more security with fewer 

I)uri u, this rei)llri'g peri l(/SC responded to four telephone 
born b threats that were directed against two of our nine buildings. 
Aplprq)lat c()i)rlai(m and liaison with local and Federal law en­
fo0rcen Ila.LnciCs was malde to facilitate searches of the facilities 
by lxph1)ive ()rdnance I)isp)s,al personnel. No explosives or other 
danger1M0S malt raills were I1Illl( during the searches. Although the 
four inc iden ts JD'Ve~ld to l)e ho0;axes, it l)eCalnme al))arelt that many 
Agency l)ers(M1nel arc n(mt prepared to cope with this type of 
CmCrgcncyv Sitti m . In coordination with the Agency's Office of 
Managcment ()eatl i(nIS, a series of SeSsions are l)eing l)rogrammeld 
to provide training in dealing with emergencies such as bomb threats. 
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EXECUTIVE MANAGEMENT STAFF 
The Executive NlalagCeInt Staff (EMS) provides consultation and 
advice to the Inspector (Generaland tht' Assistant Inspectors General 
concern ing personnel and financial managenent, logistical and ad­
milistrative nalagclnent for tile Inspector (General Vashington Office 
and the six overseas Reg onal Inspectors (;entral ()ffices. 

During this rep)rting period a sepalrate Legal Counsel staff was 
established withill the ()ffice of lspector General. The ILegal Counsel 
will repor)t dIirectlv to theI 1151s)ctor (;eneral and provide independent
legal advice anI guidalace t() the Inspector (;eneral and the audit, in­
vesti.atiga al81 d securitv c(o)llIi( nIt,S ()f the Office of In1spctor 
(GeneraIl. 

'r'ulw n al Inspectwor (A;nieral Office in lKarachi, P akistan was 
closed in Sept eml)er 19, and the eniloyees are now" temporarily
located ill Washingtoll I).C. We have ret(IUstC(l the Amblassador ill 
SingapoIre t lcwc the, aspt( (teneral's Asian Regional Office in 
Silngapor. The Ambassador reCactd'¢ f;'Orablv to thIsi-request and 
is currllltlv negotiating with officials of the Republic to obtain re­
(juircd a1)lrm)als for thle Iliove. 

Th'i InsI)e(.'to (;Tral appr()vTd a re,(rgan ization of the Office of 
Audit. The new audi orgazi izati)lm adds a new ()ffice of Irorrams 
and Svst elis A1(dits. 'he eXistilg Regional Insl)ect or (;eneral for 
Audit ()ffice ilWashington, I).C. will contilile to maintain audit 
r'0sposibilitv for '(lnIltract audits and centrally fundel programs of
AI). 1i: ,ifte will have L ;Uldditional resp()isililit y for the opera­
ti(nal Sl)e s,)I th 1101-federal au(dit progralil. The ()ffice of Pro­
grails and Svstems .\udclits will have tile responsibility, O()an Agency­
wide Iasis for1(1 dits 4f the effectiveness or results obtaine(d from 
f IrcigIl assislice )rograms, au(lits If tile efficiency an(d effectiveness 
of systeis us-e( y Al) Ito alminister its plrograi, and audits of 
alltolatd(l data l)r cessilig systeml-s and operations as set forth in tile 
goverl-lilei ntal stadlards for au(lit. 

The ()ffice Of the 1nsl)et or (General and Agency officials have 
estab1)lished prI-cdtlures for lIhe (H)fice of Insl)ector (Generalbudget for­
mtlio01 an(1 x'cution. The lrocedlures are being followed in the 
fiscal year 198S7 annual 1)t I(lget process. The final step in this process
isa meeLiihg itth Ie )epiuty Administrator t(o egotiate differences 
betwee the Agencv's prol)o(Ised I(; budget and th lIG's r-c 1uest for
iscal year 1987. A fth tis meeting, the Agency's budget request for 
the I(,and the I('s budget reqlest will )e su)nilted to the Office 
of Managetent and Budget. The I(; will participate as requested in 
I)udget heariigs relating to the I; operations. 
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INSPECTOR 	GENERAL MANAGEMENT 
INITIATIVES 

During the reporting 1)eri(d, tile Office of Inspector General has begun 
or has continued with the following management initiatives. 

The Office of the Inspector General is in the process of stbmit­
ting a Congressional notification letter to secure $2.5 million to
fund financial and coml)liance audits by other federal agencies
and non-federal auditors. These funds will be used to expand our 

audits of contractors, grantees and All) )rojects and programs.
Pending the finalization of the Congressional notification, we 
estimate that over 200 audits could be initiated in fiscal year 1986 
to enhance and expand audit coverage. 

* 	 Office of Manigementl and Budget Circular A- 110 requires non­
profit organ izt ions receiving federal funds to have financial and
compliance audits p)erformed by non-federal auditors. The 
Agency has active agreements valued in excess of $1Ibillion with 
hundlreds of t hese organizations. )uring this semiannual rel)ort­
ing )eriod1, we startel )todevelp fo)rma11 licies and procedhWies 
for managing, eva liating and ut ilizing tihe work of the non-federal 
auditors. We will be coordinating our efforts with the efforts of 
other lsl)ecto)rs (;eneral and the ()ffice of Managemenlt andBudget to ident ify those organizations over which the AlD/I( 

has audit c()gnizanl responsibilities. Although we plan t) make 
maxi mum use of lion-f,'deral audits, these audits will not coin­
l)etely relieve the AII)/I( of ( )uriau(lit responsilbilities. These 
aI(lits will if feC the frequency and scope of olur audits. The new 
l)0lic1es and I)r( cedures will result in nmre effective use of our 
staff and iml)roved oversight of work done )y non-federal
atrlit(01. 

A number of actions 	were taken (luring this )eri(od to heighten
the awareness of Agency managers and employees to the l)oten-
Iial for fraud, waste and eml)loyee misconduct. ()ffice of In­
vestigaIi(s re)resen tat ives made integrity awareness 1)iTsen­
tations in several Agency training programls and conferences 
through)tt lhe world. In adldlit ion, integrity issues and the results 
of several significallt cases involving eml)hOyee imiscon(luct and 
fraud were l)ul)licize(l through the local news media and in the 
Agency's iiewspaper, "''lie Front Lines." These l)ul)licationIs 
were inten(h(I( to alert All) eil)loyees and contract ors of imlpor­
tlant inltegrity IIlatl-s and serve as a ddelerrent to illegal and im­
proper activity. 
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As a result of an investigation in the Latin American Region, a TASK FORCE
joint task force of the Internal Revenue Service, the United States OPERATION 
Postal Inspection Service and AIG/I personnel has been estab­
lisL 1under the direction of AIG/I. The investigation identified 
what appears to be improper agencv-wide practices by United 
States consulting firms. These practices are in direct violation 
of United States law and Agency regulations. This inult i-agency 
group will examine firms identified by an AI audit and deter-IL)
mine whether prosecution and disbarment, as al)l)ropriate, should 
he pursued for firms engaging in illegal pract ices. 

Efforts to expand emloyee, ctrator, and general p ublic INSIPECTOR GENERAl.
knowledge ()f the [()tline program continue. These efforts in- IOTLINE 
dude pr)m(ting the II)tline throughL)resentations, general dirc­
tives, internal publicati(ns, the All) phone book, and the overseas 
poster program . \n increase n ( ereas h()tline in format ion has
been received, we believe as aI direct result Of the I)osters, with 
one klown I)()tent ial case ()peniing and a stistantial rec(very at­
tril tIbNe I ) the Ilo line pr)graml during this reporting period. 

'lhe ()ffice (f InficS i,t I(Ins, th i()ugh written and )CrSOMal IPCIE INITIATIVES 
rcpr(senal i()nS ()m tw() Presilent's COuncil on Integrity and Hf­
ficiency Sul -C,inm illtee-, ),articipated in effl)rts to establish )r()­
tcssimal staldIrdIs Ifmr 1( investigators and enhance ti train­
ing agenda fkw the l'ederal I.Iaw -n forcemenlt Training Center 
ill (;lynco, (Ge(r.gia. 
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OFFICE OF INSPECTOR GENERAL 
ORGANIZATION AND STAFFING 

A111)I' AUT110 ITYlR 	 The 0)ffice o f the AlI) IInspector General was established on I)ecember
16, 1980, by P~ub~lic Law (PL) 96-53:3 which amended the Foreign
As,'istance Act of' 19(61 (FAA). Oin [ecember 29, 1981, the President
signed the Int ernational SecurityV and Development Cooperation Act 
of 1981 which b}r{ought tihe Inslpector (;eneral, All), under the lpur­
view of the Inspector (General Act of 1978, P}L 95-452 instead of the 
FAA.
 

R)E.I, i\ N ) 
 The AIl) Inspect or ( General 	heads an independent organization respon-
IES1( NS IlI I'ITI S 	 silble for audit, investigation and fraud control relating to AII)'s pro­

gramis arid O)erations. In addition, the IG directs and Supervises all
Agencv security activities, including the Agency's investigative and 
1physical security proigrails. The IG(is authorized by statute to also
l)rOvidle these services to the O}verseas IPrivat e Investment Corpora­
tior a rid tle InterIatioln;ll lIevelopment Cooperation Agency. 

Pursuall to the Inslpecto0r ( ;eneral Act of 1978, the Inspect or G;eneral
c()l ucs rid sup)ervises audits and investigations for recommending 
tpolicies to pr)m Iote ec}rlvlly, efficiency and effectiveness, and todelect an(dlptrevent fraud arid abluse ill the adlhiniistration Of progr)ams
arid oplerations of1 the Agency. In this regard, the Inslpecto0r ;eneral
is resl Irisihleh for keep ing the Ad ininistrator arid tihe Colngress fully 
an1{ current lV info}rmi(d a1)tl0it IrOllems and deficiencies in Al)I)pro­
grais anll O)erat ions, and the necessity for, and pr)gress of, correc­
tive actions. 

O)R(GANIZATI(ON .\NI) 	 The )ffice of the Inspector General consists of three major offices,S'T. FFING 	 each heaIded by anlAssistant Inspector General. These offices are the 
O}ffice of Andit, )ffice of Investigations, and Office of Security.
Repo)rt ing to their reslpective Assistant Inspector General are Regional
Inspect ors G;eneral for Audit and Regional Inspectors (;eneral for In­
vestigatiolls. The Regi( )al Inspectors General have responsibility for 
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assigned geographical areas. The current office location and 
geographical responsibilities are: 

Regional Inspector General 
Office Location Geographical Responsibility 

Cairo, Egypt 
Dakar, Senegal 
Karachi, Pakistan' 
Manila, Philippines 

Egypt 
West Africa 
Near East, South Asia 
East Asia 

REGIONAL 
INSPECTOR GENERAL 

GEOGRAPHICAL 
RESPIONSIBILITY 

Nairobi, Kenya 
Teucigalpa, Honduras 
Washington, ).C. 

East and North Africa 
Latin America, Caribbean 
United States, Eulrope 

'l'his office was closed in September 1985, a new location is beingnegotiated. 

Organization and staff distribution for the Office of Inspector General 
are on Tables 1 and 2. 
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OFFICE OF INSPECTOR GENERAL
 

ORGANIZATION CHART
 

Table 1
 

INSPECTOR
 
GENERAL
 

EXECUTIVE 

LEGAL COUNSEL 
MANAGEMENT STAFF 

ASSISTANT INSPECTOR GENERAL ASSISTANT INSPECTOR GENERAL 
FOR INVESTIGATIONS 

DEPU] "FOR 
ASSISTANT INSPECTOR GENERAL 

AUDIT 
FOR SECURITY 

DEPUTYDEPUTY 

INVESTIGATIVE OFFCE OF 
SUPPORT 
 POLICY, PLANNING,
STAFF AND OVERSIGHTH 

N V, 
IVESTIGATIONS

AND DOMESTIC SECURIq
DIVISION 

SECURITY 'S 
REGIONAL INSPECTORS GENERAL 

FOR INVESTIGATIONS ---

CAAIRO OFFICEOF RIEGIONALINSPECTORS GEN[,1AL
GYPNGAL 
 PROGRAMS AND FOR AUDIT 

SYSTEMS AUDITS 

KEY ORSKARACHI,MAIA
 

PAKISTANPHIEGYINE
 

NAIROBI. D TEGUCIGACGA. 
KENYA KONDURAS 

WNASHINGTON.
 

DC
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INSPECTOR GENERAl. STAFFING-SEPTEMBER 30, 1985 
Table 2 

Professional Staff 

Office of the Inspector General 
Executive Management Staff 
Office of Investigations:

IJ.S. 
Foreign Nationals 

Office of Security 
Office of Audit: 

U.S. 
Foreign Nationals 


Total Professional Staff 


Support Staff 
U.S. 

Foreign Nationals 


Total Support Staff 

Total 	Staff (U.S. and
 

Foreign National) 


Positions Vacancies 

3 1 
3 0 

24 1 
6 2 

13 0 

92 2 
15 0 

156 6 

33 2 
5 0 

38 2 

1941 8 

'Includes full-time equivalent of part-time positions. 
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AUDIT REPORTS ISSUED
 

April 1, 1985 through September 30, 1985
 

Report )ate of
 
Number Report 


0-000-85- 15 05/22/85 

0-000-85- 16 06/13/85 
0-000-85-17 06/17/85 

0-000-85-18 0(6/28/85 

0-0(0-85- 19 0}8/22i/85 

0-000-85-20 09/27/85 

1-515-85-8 06/21/85 

1-538-85-9 07/31/85 

1-532-85-10 08/12/85 

1-527-85-11 08/13/85 

1-000-85-12 08/20/85 

1-519-85-1:3 09/26/85 

1-522-85-I11 09/27/85 

2-497-85-3 05/10/85 

2-497-85-11 08/13/85 

2-493-85-5 09/20/85 

INTE R N A 1 A JD1)IT REPORTS 

Report Title 
AI )'s New Caribbean and Latin American Scholarship Pro­

grn Can fie Iprollroved
 
Nulemorand urn Audit Report on Year-IEnd Obligations 
Menorandunl Report on Financial Audit of World Educa­

tion, Incorporated 
Menmrandun Audit Report on AID's Management of 

Telhecon 1111ni cat: ioRs ReSources 
Meiorandum Audit Report on National Council of Negro 

WVomnen 
AIilit Rel)ort on Resources Support Services Agreements 

Between the IUSI)A Graduate School and All) 

1ISAI I)/Costia Rica's Monitoring of and Controls Over Dollar 
and L(ocal Currency Resources Under lconomic Recovery 
and PIl 480 Title I Programs

Review of Selected Agriculture Sector Projects-Regional 
l)evelopment Office/Caribbean 

1JSAIl)/Jamaica's Monitoring of and Controls Over Dollar 
and Loc'll Currency Resources Provided Under liconomic 
Support Fund and Il,,180 Title I Programs 

1USAl1)/Dominican Republic's Monitoring of and Controls 
Over Dollar and Local Curriency Resources Provided 
Under Economic Recovery andiPL 480 Title I Programs

Review of Personal Services Contracting Practices 
EImployed by Certain Missions in AID's Latin America 
and Caribbean Blureau 

Audit of Private Sector Support Program and PL '180 Local 
Currency Generations-- USA ID/El Salvador 

Review of tISAlI)/1hduras' Rural Technologies Project 
No. 522-0157 

Audit of USAID/Indonesia's Accountability for AID-
Financed Vehicles 

Audit of Resources Management International, Inc. 
Overhead Reimbursement Under Four Contracts Funded 
by USAl1)/Indonesia 

Audit of the Northeast Rainfed Agricultural Development 
Project in Thailand-Project No. 493-0308 
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INTERNAL AUDIT REPORTS (Cont'd) 

Report Date of 
Number Report 

2-4.92-85-6 09/18/85 

2-492-85-7 07/26/85 

3-650-85-11 04/04/85 
3-650-85-12 04/29/85 

3-61.5-85-13 05/10/85 

3-649-85-11 06/19/85 
:3-660-85-15 06/28/85 

3-615-85-16 07/24/85 

3-615-85-17 08/27/85 

5-383-85-4 08/29/85 

6-263-85-5 07/25/85 

6-263-85-6 08/07/85 

6-263-85-7 08/11/85 

6-263-85-8 09/18/85 

6-263-85-9 09/30/85 

7-698-85-6 04/30/85 

7-669-85-7 05/10/85 
7-669-85-8 05/24/85 
7-682-85-9 07/12/85 

AM 85-7 04/02/85 
AM 85-8 04/08/85 

Report Title 

Memorandum Audit Report ol Disaster Relief Provided to 
the Philippine National Electrification Administration 

Memorandum Report onl Pre-Award Survey of the Interna­
tional Center for Living Aquatic Resources Management 
(JCLARM) 

Audit of Sudan's Rural Health Support Project
Memorandum Audit Report on Sudan Southern Access Road 

Project No. 650-0036 
Audit of Kenya Arid and Semi-Arid Lands Development 

Project 
Audit of Somalia Food and Nutrition Projects
Audit of Zaire Agricultural Marketing Development Projects 

660-0026 and 660-0028 
Memorandum Report onl Overhead Review of the Interna­

tional Council for Research in Agroforestry
Memorandum Report on Pre-Award Survey of the Center 

for African Family Studies 

Audit of Mahaweli Sector Support loan-Sri Lanka 

Audit of Canal Cities Water and Sewerage Project­
USAII1)/Egypt Project No. 263-0048 

Audit of AJI)'s Agricultural Mechanization Project­
IISAID/Egypt Project No. 263-0031 

Memorandum Audit Report onl Major Cereals Improvement 
Project-USAI1)/Egypt Project No. 263-0070 

Audit of ljgypt's Suez and Quattamia Cement Plant 
Projects-USAID/Egypt Project Nos. 263-0012 and 0052 

Audit of Applied Science and Technology Research­
IJSAI)/EgyptlProject No. 263-0016 

All) Support of West Africa Rice I)evelopment
Association-Need to Reassess Project to Reflect What 
Can Realistically Be Accomplished.

Audit of Operating Expenses-USAID/Liberia 
Audit of the Pl, 480 Title I Program to Liberia 
Mauritania Rural Roads Improvement Project-Funding Ef­

fectively Reduced but Significant Problems Remain 

E.A. Jaenke and Associates 
Construction Control Services Corporation 
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INTERNAL AUI)IT REPORTS (Cont'd) 

Report
Number 

AM 85-9 

AM 85-10 

AM 85-11 

AM 85-12 

AM 85-13 

AM 85-14 
AM 85-15 
AM 85-16 
AM 85-17 
AM 85-18 
AM 85- 19 
AM 85-20 
AM 85-21 
AM 85-22 
AM 85-23 
AM 85-21 
AM 85-25 
AM 85-26 
AM 85-27 
AM 85-28 
AM 85-29 
AM 85-30! 
AM 85-31 
AM 85-:32 
AM 85-33 
ANI 85-31 
AM 85-:35 
AM 85-37 
ANI 85-38 

TR 85-83 
TR 85-84 
TR 85-85 
TR 85-86 
TR 85-87 
TIR 85-88 
TIR 85-89 
TR 85-90 
TR 85-91 

Date of 
Report 

05/15/85 
05/15/85 
05/23/85 
05/30/85 
06/05/85
06/28/85 
07/03/85 
07/03/85 
07/09/85 
07/09/85 
07/09/85 
08/02/85 
08/02/85 
08/02/85 
07/29/85 
09/03/85 
09/05/85 
09/11/85 
0910185 
09/05/85 

(09/05/85 
09/05/85 
09/10/85 
09/10/85 
09/10/85 
09/12/85 
09/30/85 
09/30/85 
09/30/85 

0,1/041/85 
0101/85 
01/0,1/85 
041/0185
0.1/85 
(,1/01/85 
01/0,1/85 
01/09/85 
01/09/85 

Report Title
 
AID Em)loyees' Emergency Loan Fund
 
Solar Organic Systems

Hawkins & Associates, Inc.
 
The Institute for Practical Idealism
 
James Dobbin Associates, Inc.
 
leeldkis/Warner Burns Toan Lunde, a Joint Venture 
International Child Care of Haiti 
Fullerton and Associates 
K1'&R Laboratories, Inc. 
The Centre for Development and Population Activities 
Synectics for Management Decisions, Inc. 
N innesota International Health Volunteers 
Roy Littlejohn Associates, Inc. 
Soil and Land Use Technology, Inc. 
Utah State UIniversity 
John T.Boyl Co. 
Medical Service Consultants, Inc. 
Interamerican College of Physicians and Surgeons (ICPS)
Warnecke/Gauthier, Alvarado 
UJ.S. Agricultural )evelopment Corporation
International Science and Technology Institute, Inc. 
John Short & Associates (JSA)
Inter-American Bar Association 
The Conservation Foundation 
Inter-Anierican Bar Foundation 
International Federation for Family Life Promotion (IFFLP)
.John Snow, Inc. 
Academy for Educational )evelopment
Louis Berger International, Inc. 

EX''INAIL AU.DI)IT REPORTS 

Virgini "> State University
 
Univc, ,yof Georgia
 
iniversity of West Florida
 

Colorado State UIniversity

International Management and I)evelol)ment Institute 
)evelopment Management Systems, Inc.
 

Art hur Young and Comp1lIany

(;ilbert/Commonovailth, Inc. of Michigan
The Pennsylvania University 
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EXTERNAL AUDIT REPORTS (Cont'd) 

Report 
Number 

TR 85-92 
TR 85-93 
TR 85-94 
TR 85-95 
TR 85-96 
TR 85-97 
'? 85-98 

TR 85-99 
TR 85-100 
TI? 85-101 
TR 85-102 
TR 85-103 
TR 85-101 
TR 85-105 
Tl? 85- 106 
T? 85-107 
Tl 85-108 
TR 85-109 
"'R 85-110 
TR? 85-111 
Tl? 85-112 
"'?85-11:3 
'I'I? 85-111 
Tl 85-115 
I'I? 85-116 

TR 85-117 
TI? 85-118 
Tl 85-119 
TI? 85-120 
I'? 85-121 

TI 85-122 
TI? 85-12:3 
TR 85-12,4 
TRI 85-125 
"'R85-126 
TI? 85-127 
TI? 85-128 
TR 85-129 
TI? 85-13(0 
T'I 85-131 
T? 85-132 
TR 85- 133 

Date of
 
Report 


04/10/85 

04/10/85 

04/17/85 
04/17/85 
04/17/85 
04/22/85 
04/25/85 
04/25/85 
04/25/85 
05/06/85 
05/07/85 
O5/21/85 
05/21/85 
05/21/85 
05/21/85 
05/21/85 
05/21/85 
05/21/85 
05/28/85 
05/28/85 
06/03/85 
06/17/85 
06/11/85 
07/08/85 
0(6/13/85 
07/09/85 
07/09/85 
07/08/85 
07/08/85 
07/08/85 
07/08/85 
07/19/85 
07/19/85 
07/19/85 
07/22/85 
07/24/85 
07/21/85 
07/3 1/85 
07/25/85 
07/25/85 
07/25/85 
07/3 1/85 

Report Title
 
African-Anmerican Labor Center
 
Georgetown University
 
The Pragma Corporation
 
Davy McKee Corporation
 
PAl)CO, Inc.
 
Arthur Young and Company
 
The Rand Corporation
 
Warner Lambert/Parke Davis
 
Jniversity of Kentucky
 

Rockefeller 1U1niversity
 
Massacluisetts Institute of Technology

Associates in IRulral 1)eveloplment, Inc.
 
CARl,, Inc.
 
1CA Service Company

International Center for 1?esearch on Women
 
Juarez and Associates, Inc.
 
1 niversity of Minnesota
 
Clark [iliversity
 
AI"T Associates, Inc.
 
CACI, Inc.
 
Cooperative LIeague 01 the USA (CLUSA)
 
'uskegee Institute
 
Price, Williams and Associates
 
International Agricultural I)evelopment Services, Inc. 
Eastern Kentucky [Jniversity 
loward [Jniversity 
A.P. (;reeii Refactories Company 
International Science and Technology Institute
 
Electronic )ata System Federal Corporation
 
Parametric, Inc.
 
Maxima Corp.
 
CAREIi, Inc.
 
CAREIi, Inc.
 
CARl,;, Inc.
 
CARE, Inc.
 
)evelopment Sciences, Inc.
 

Birch and )avis Associates, Inc.
 
Center for lIluman Services, Inc.
 
thniversity of North Carolina
 
IJniversity of Florida
 
Management Sciences for Health, Inc.
 
Elxperiment for International Living 
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EIX'I'IRNAI. AU I)IT RIETRT(I'S (Cont'd) 

Report 
_N tU~fe___7b 

TR 85-131 
TR 85-1:35 
TI 85-136 
TR 85-137 
TR 85-138 
TI 85- 139 
'R 85-110 
"I'R,85-1.11 
TN 85-1-12 
TR 85-1,13 
TI? 85-11.1 
T? 85-1.15 
TR 85 -11(6 
TIN 85-1.17 
TI 85-1,18 
TR 85- .19 
TR 85-1 50 
TR 85-151 
TN 85-152 
TIN 85-15 

TI 85-154 

TN 85-155 

Dale ofR el!,_t 


08/16/85 
08/13/85 
08/16/85 
08/16/85 
07/30/85 
08/16/85 

09/03/85 

09/0,1/85 
()9,')9/85 
()9/09/85 
09/09/85 
09/09/85 

09/09/85 

09/09/85 

09/()9/85 

O9/18/85 

O9/18/85 

09/,30/85 
09/18/85 


)	09/18/85 

09/18/85 

09/21/85 

.	 ...... . ............
 ____!______________tl_ 

Washington [1.Jiversity 
Colorado State [ni'ersit\ 
Colorado State tiniversity 
1 tah State I iniversity 
P)sitivye Instructional lj-nterprisCs 
lm ily Hlealth International 
Meridian 1louse International 
Oregon State lUn iversity 
C1I2M Ilil, Inc. 
African American 1nstitute,
 
T11 lOI)LL1a ion Council, Inc. 
Indiana Ulnive,-sitv 
Burns & Roe Industrial Services Corporation 
Lincoln ITniversity 
META Systenis, Inc. 
Michigan State liv,.rsiltv 
M ystA.vstems, Inc. 
Ixperilenc ,Incorporated
 
Virginia PolyvtA
echnic Inst itute an(1 State University 
Iuhl icAdninistration Service 

Los AnlelIs RegIional lFanilv Planning Council, Inc. 
Mjthematica IPolicy Research, Inc. 
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