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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGYON DC 20523

October 18, 1988

MEMORANDUM FOR FVA/AA, Owenjylke (Acting)
A7 Cé;%?7?v/?;

T2 o
FROM: 1G/Psa, MeT Vi F. Boyer¢ Jr.

SUBJECT: Audit of Funds Provided for Programn Development and
Support, Project Number 938-0800

This report presents the resilts of an audit of funds provided
for program developmen: and support (PD&S). This audit 1s part
of a series of PD&3 audirs worldwide. A summary report that
addresses broader 153ues than those identified by the
individual repcorcts will pe subsequently developed. Five copies

of the report are attached for your action.

A draft report was provided to you for your comments which are
attached as Appendix 1. The report contains two
recommendations which are considered resolved and will ©pe
closed when we are notified that the actions pianned have been
taken. Please provide, within 30 days, the actions taken to
implement the recommendations.

I appreciate the cocperation and courtesy extended to my staff
during the audit,

Background

A.I.D. guidance on use of PD&S funds is defined in Handbook 18,
Section 111, Appendix D, as those activities whose purpose is
the identification, design, and evaluation «¢. program oOr
project activities that cannot be casily or appropriately
charged to the individual activity.

PD&S funds are portions of development assistance
appropriations that are allocated to the bureaus by the Bureau
for Program and Policy Coordination. Each bureau is

responsible for establishment of policy and management of its
PD&S funds, as well as maintaining accountability over
availability and use of funds. This funding 1is provided to
conduct feasibility and development activities in the eight
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A.I.D. purpose categories, such as Food Zupply, Rural
Development, and Nutrition. Additionally, they are used to
fund program evaluations, sector assessments and other special
studies.

The Bureau for Focod for Peace and Voluntary Assistance (FVA)
had one PD&S project titled FVA Program Development and
Evaluation 1 FY 13987, FvaA had not issued implementinag
guidance on the use of PD&S funds.

Based on the fiscal year 1989 Congressional Presentation,
funding for FVA PD&S activity was as follows:

Fiscal Year Fiscal Year
1987 1988
Obligations Estimate
(000) (000)
FVA Project Development and
Evaluation $499 $488
Audit Objectives and Scope
Tr.e Inspector General's 0Office of Programs and Systems Audits
made a financial and compliance audit of PD&S funds provided to
FVA. Tic ausdt ok -ectives We to determine the
appropriateness cof the use of PD&S funds and to evaluate the
effectiveness of administrative and  accounting controls  in
place in the Bureau.
Tne scope <f  the review conducted 1 FVA was limited tc
obligations incurred during fiscal year 1987, Of the §.5

millisr in PL&S ciligatiens for fiscal year 19&7, the auditors
reviewed & of 33 obligating actions totalling $.3 million or
60% of f{:scar year 1987 obligations., The audit sample was
selected on the basis of high dollar amounts and activity
descriptions which 1nGicated possible inappropriate use of PD&S
funds. The review of comnpliance and internal controls was
limiwec to tne fandinge 15 tidls report,

Audit worwx was conducted from April 1938 to July 1988 and
includeqs interviews with Bureau officials, review of A,.I.D. and
Bureau guidance, obligating documents, reports, financial
records and correspondence. The aadit was made in accordance
with generally accepted government auditing standards.

Results of Audit

The Burecau hada used PD&S funds to incrementally fund an
existing project ana had split procurements to avoid procedural



requirements. Recommendations are Dbeing made for FVA to
develop PD&S guidance and to comply with procurement policy on
invitational travel and small purchases. No other
administrative or procedural control weaknesses were found.

1. On-going Project Funding was Augmented by PD&S Funds -
Although the Bureau had not established policy guidance tc
define appropriate uses of PD&S funds, A.I.D. Handbook 1€
indicates that PD&S funds are to be used in cases that cannot
be easily or appropriately charged to the individual project
activity. Tne audit showed that FVA had supported a multi-year
rroject with dncremental funding of $44,000 from the PD&S
accournt. . This ocourred because FVA had not established PD&aS
guildance and haid not adhered to A.1.D. policy. As a result,
$44, 00 «f PLLS funds was used tc augment a Conaressionally
approver project.

Liscuwssir, - Harncbeor 16 indicates that the intended use ~f
PL&S funds 1s for 1dentification, design, and evaluation of
programs, projecrvs or o activities where sucl, activities cannot
be easily cr appropriately charged to the 1ndividual project or
activity. Theretore, Lasco cn thise criteria, costs relating to
the continuing activities of ]

an  on-golinag project  should be
excluces trom PL&S support and sgnhourd bhe charged to proiect

“Lnical assistance 1n food needs

The bureaw contracred for tec
ear contract on Septernber 14, 1987
I
7

assessmenrts under a mult
tor SEIVICES tc e 1
1990. Orr September 25,
Inplemerntacion Oraer, Technical Services fo1 §52,000 of which
$44,000 was frcw PD&S funds. This occurred because FVA had not

wtally  furdeda  thrcughk  September
', the Bureau lssued a Project

1ssued  GguicZance o the acceptarice  use  of  PLR&S  funds  and
confusicn  exlsted concerning appropriate  PDAES  uses, As a
resuit, FL&S tunae lnappropriatelyv sugmented project fundina.

Recommendation No, 1

hWe recommend that the Assistant Administrator for the Bureau
for Food for Peace and Voluntary Assistance develop guidance
regarding the approprlate  uses and management of Prograr
Development anc  Support  funds and ensure that the Bureau

adheres tv Aol oL ang Bureauw policy.

FVA management stated that the situation arose due to a mistake
in not procescing docunentation tce convert the PD&S funds used
to project funas. FVA officials agreed with the finding and
will implemncnt the recommendation (see Appendix 1),



2. Invitational Travel and_ Split Procurements Circumvented

Procedures - A.l.L. Handbook 227 limits the use of invitational
travel orders tc those not receiving remuneration from A.I.D.

The Office of Procurement alsc issued policy guidance
restricting the breakout of travel costs. FVA  had funded
travel in conjunction with contractcr performance of
evaluations Dy 1ssuing invitational travel orders. As a
result, on two separate occasions, Federal Acquisition

Regulation requirements for advertisina purchases of more than
$10,00U were avoiaed.

Discussion - A.1.D. Handboor 22 paragraph 7.1 allows the use
of 1nvitaticnal travel "for bo:h U.S. and foreign citizens not

employed by the U.S. Government and not recelving any type of
compensation fron. A.1.D.". Addti the Office  of
Procureran: hd: 1ssuet 4 policy memtrarndor seatine that for
individuais provading professional services overseas, "the cost
ol trave. 1& s7 ln{eg:;l te o the servs e beerra provicde s nrooco be
nonseveralie, " Ferener, the Federal Acauisitic: Peaqulations,
in Cruer tooattaln roore favirable pricinag throual. corpetaitiern
reguire  advertising when the estimated cost of a contract
actilon wathes o thresho ld £ $10¢,000. By separatinag trave]

1 c
costs, estinated Costs were hept below this loevel.

Thne Bureao, twice during FY 1967, separ v ofunded the costc

of travel relating tc evaluations, est 1n;teﬁ tc cost Just over

D
b

$1C, 000 when travel costs were 1incluced, Irn one instance, 2
contract Was awarded fcr  $9,949 te  perform  a  project
evaluati12rn, and invitational travel orders  were lesued for
$1,935. I a second “nstance, a contract was awarded for

$9,9%¢ ana 1nvitational travel oiders issuct  for  §$2/0. Ry
using invitational travel orders, the cost of the evaluation
contracts were kept  below  the  $1C,00C  threshol i, trhereby
avolding the "over $10,000" advertisinc reguirement.

=

Recommcndat:on»hf. Z

We recommend that the Assistant Administrator for the Bureauy
for Food for Peace and Voluntary Assistance provide guidance to
each cf 1ty ofiices to ensure they comply with A.I.D. Handbook
22 reqgulations on the use of invitational travel, and Federal
and A.il.L. procurenent polroies requlating small purchases.,

Bureau management agreed with the finding and stated that this
approach to funding travel on evaluations will be discontinued
(see Appendix 1).
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Appendix 1
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON DC 20523

8 SEP 1388
MEMORANDUM

TO : IG/PSA, Mervin F. Boyer, Jr.

FROM : A-AA/FVA, Ower Cylke’?£;421_£>()py/>>

SUBJECT: Draft Inspector Gereral Report, Audit of Funds
provided for Projramn Development and Support
Project Numper 935-0800

Having reviewed the findinas of rhe audit report and the
recommenda-i1ons of vour office, FVA proposes the following
action:

Relaiinyg to Recommendation No. 1, FVA will 1ssue written
guidance on the use of PD&S tunds to its Offices rnot later than
Ocroner 1, 1985,

wilaring o Recommendarion No. 2, FVA will provide guidance to
cacr of 1vs Offices with copies of the Handbook 22 regulations
regarding invitational travei and AID procurement policies
regularing small purcnases; again, rot larer tharn Oxtober 1,
1962

cc: FVA/PPM, Barry Riley



APPENDIX 2

REPORT DISTRIBUTION

Assistant Adminstrator, Bureau for Food for Peace and
Voluntary Assistance (FVA)
Administrator, Office of the Administrator (A/A.I.D.)
Assistant Awmlinistrator, Burcau for Prograrn and
Policy Coordination (PPC)
Asslstant Acdrinistratcy, bBureau for Manacement (AA/M)
Assistant Administrator, Bureau for External Affairs (AA/XA)
Cffice ot Prese Relaticns (WA LE)
Oifice <of Financial Management (PFM, FM, CONT)
Office ¢t Lecisiative Afteire (LEG)
tliee General Counsel (GC)

Office of i
PPC, CLI:

IG

L 16G
RIG, A Nalrocbi
KRIG, A, Man:ila

RIG, /A, Cairc
RIG, A Larar

KIG; A /Teguc.galpa
K1G, A,/ S:ingapore
RIG, AW

1G, vkC

.T.G/LC

AIG, 1

1G/ADM/C&R
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