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MEMORANDUM 	FOR FVA/AA,, Owen C lke (Actin
 

FROM: 	 IG/PSA, Mervi r F. B er Jr.
 

SUBJECT: 	 Audit of Funds Provided for Program Development and 
Support, Project Nimber 938-0800 

This report presents; the resilis of an audit of funds provided 
for program development and support (PD&S). This audit is part 
of a series of PD&S audlis woridwid-. A summary report that 
addresses broader iS(ss tihan those identified by the 
individual repcrts will rne sut)sequently developed. Five copies 
of the report are atacIhed for youIr 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 De 
closed when we are notified that the actions planned have been 
taken. Please provide, within 
implement the recommendations. 

30 days, the actions taken to 

I appreciate the 
during the audit. 

cocperation and courtesy extended to my staff 

Background
 

A.I.D. guidance on use of PD&S funds is defined in Handbook 18,
 
Section III, Appendix D, as those activities whose purpose is
 
the identification, design, and eviluation GL' program or
 
project activities that cannot be cisily 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 is provideCd to 
conduct feasibility and development activities in the eight 

/
 



A.I.D. purpose categories, such as Food 2upply, Rural
 
Development, and Nutrition. Additionally, they are used to
 
fund program evaluations, sector assessments and other special
 
studies.
 

The But eau for Food for Peace and Voluntary Assistance (FVA) 
had one PD&S project titled FVA Program Development and 
Evaluatiok in. FY 197. FVA had not issued implementina 
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
 

Obli ations Estimate
g


(000) (000) 

FVA Project Development and 
Evaluation $99 14P8 

Audit Oblectives and Scope
 

Tne Inspectoi- General's Office of Programs and Systems Audits 
made a financial and corTf1iance audit of PD&S funds provided to 
FVA. The a. Qt :~entives were to determine the 
appropriateness of the use of PD&S funds and to evaluate the 
effectiveness D! iisnrati'e account]ia controls ina:dm: an: 
place inr the Bureau. 

The c. the rev:iew ,cop( in FVA was limitedcondacte tr 

obligations incurred during fiscal year 1987. Of the .5 
mill ior in PD&S ch 2igat ions for fi scal year 190-7, the auditors 
reviewel 6 of 33 ca Iigating actions total Iing .3 million or 
60% of ya; ;,' &I iga'tin . The audit sample19V7 was 
selected ca. the is of high doll(ar amounts and activity 
descri thIr wn i-, >"irtend possible inappropriate use of PD&S 
funds. Th- review of compliance ard internal controls was 
limitec to tne f ind : in t.his rep:ort. 

Audi t work was conducted from April 11938 to July 1988 and 
includen interviews with Bureau officials, review of A.I.D. and 
Bureau guidance, obligating documents, reports, financial 
records and correspondence. The a idit was made in accordance 
with generally accepted government auditing standards.
 

Results of Audit
 

The Bureau had used PD&S funds to incrementally fund an
 
existing project ano had split procurements to avoid procedural
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requirements. Recommendations are being 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- oin_ Project Fundinq 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 18 
indicates that PD&S funds are to be used in cases that cannot 
be easily or appropriately charged to the individual project 
activity. TIh audit showed that FVA had supported a multi-year 
project with incremental funding of 144,000 from the PD&S 
accourt. This oc :urrIe because EVA had not estabhished PP&S 
guidarnc and ha not adhered to A.I .D. policy. As a result, 
t4,,_ (,1 PL&S funis was used to augment a Congressional ly 
approvci: prolect. 

5 is c-s s i - .Hand! o]- IE indicates that the intende ! use 'f 
PL4S funds is for identification, design, and evaluation of 
programs, ro]ects cr activities where such act iit ies cannot 
be easill or appropriately charged to the individual project or 

e _activit . Therefor , Las .. c s ri teria, r- ts relat ina toD 
the ccnt iniing activi ties of an cr-goi ng project should be 

; sal pnit Nexk] ,, irom, P &S a,! shr rd charged tr project 

f) 
The- crntracted for tiCW Cil asistac in food needs 
assesments under a multi-year contract or September 14, 1987 
for s t. u s tc Le incremen tally funded, t c oun September 
1990. On Septembe r 25, 2987, the BureaL issued a Project 
iplem -t- on OD *er, l chnical Serv'ic f- i $59, 0 oof w ihclh 
$44,000 was frtc PD&S funds. This occLrreId because FVA had not 
issued cu <. 1F Use ¢' US, an,,iabi,. t.} acceptayl n! &S fundsn 

confusion exist.a concerning ap'royr iate PF;&S uses. As a 
result , PL&S fu, 1injpropricatc lv augrrent ec project fundii no. 

Recommendation Ga. 1 

We rto a th > Assistant for the Bureauhtt-c Administrator 
for Food for Peace and Voluntary Assistance develop guidance 
regardi ng thrc p ropr iate uses and management of Program 
Development and Support funds and ensure that the Bureau 
adherens t, A.].L. and bureau p< vy. 

FVA maragerren, !teu, thai the arose to mistakesn, situation due a 

iri not procusnNq docmentnt ai on to convert the PD&S funds used 
to project funds. IVA officials agreed with the finding and 
will implemrent the recommenrIation (see Appendix 1). 
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2. Invitational Travel and_ Split Procurements Circumvented
 
Procedures 
- A.l.L. Handbook 22 limits the use of invitational 
travel orders to those not receiving remuneration from A.I.D.
 
The Office of Procurement also issue(] pC) icy guidance
 
restricting the breakout of travel costs. FVA had funded
 
travel in corns unct ion wi th cont ractcr performance of 
evaluations by issuing invitational travel orders. As a
 
result, on two separate occasions, Federal Acquisition 
Regulation requirements for advertising purchases of more than 
$10,00u were avoioed.
 

Discussion - A.1.. Handbook 22 paragraph. 7B. 1 allows the use 
of invitatiqnnl travel "for both U.S. an. foreiqn citizens not 
employed no Government not rece iv 'nc any, t. vpete U.S. and of 
compensa ion A [t n I the off ro. .I Idd i. , Off ice 
ProcururaN " has issu a;,,'po cl pr-r r s jwi t,.- for 
individuals - procviiig p- 7fssional serv.ui Vverseas, "the cost 
of tra 7 nte . the iv, lo = v K" . be. 1n,e t s -.rr . I 
nonseverabl e.'' Farther, the de ,le t>c:rio:, Pooi 1 , 
in cr~e: . n a n r :l. fi ~ A I" r c Ih 'ah cr j- i c I~or 
requ ir e,_ adverti s , wher the, est a cn t of a ra-t 

I d c 1 $IC , . seacti- :, s - t,'es' r K Ft a:a' r t ravel costs, estim~ated cos~ tsw re kep belo thi leel
 

Tr,e Bur,- I twice durinc FY 1967, separate-ly ue 
of travel relating to evaluations, estimated to cost, just over 
$W&,UO wh.n, travel costs were included. In O';- instance, a 
contract was awarded for $9, 949 to per f rrT a proDe 
evaluatir.. anu invitatnon.1 l travel orders were, issue! for 
$1,935. In a second "nstance, a contract WOE awrdeA for 
$t, , av. rationnl ox drs fo r .2,Lnva travel i ssue 1 
usi ng invitational travel orders, the cost of the evaluat io, 
contracts were kept below the WG],,0CC thres- ] !, thereby 
avoiding the "over $10,000" advertisinc reqairemeN. 

Recommen ;at .r, N- . 2 

We recomerenc tot, t.L Assistant Administrator for the Bureau 
for Food for Peace and Voluntary Assistance provide guidance to 
each of is offi ts to ensure they comply with A.I.D. Handbook 
22 -egulat ions (r, tie use of invitational travel , and Federal 
and A. I.,. prow urqow, 1 p:l ."esrerjulatinr sra] 1 purchases. 

Bureau managempnt agreed with the findin and stated that this 
approach, to ta.u ang travel on evaludtions will be discontinued 
(see Append ix ).
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Appendix I
 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON D C 10523 

8 SEP 1988 

MEMORANDUM
 

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

FROM 	 A-AA/FVA, Owen Clke fL f) 

SUBJECT: 	 Draft Inspector General Report, Audit of Funds 

Provided for Prolira-i Development and Support 

Project Number 938-0800 

HavinQ review] t.e flndincag of the audit report and the 
recommendijlns of vo'.or office, FVA proposes the following 
action: 

Rei.a in t9 Recommr-endation No. I, FVA will issue written
 
later than
Qidance or the ust of PD&S finds to its Offices not 


r 1, 1966. 

-o Recommendarlon No. 2, FVA will proviie guidance to
 

ac1. or 1-s Off!cCs' with copies of the Handbook 22 regulations
 
re-ar-inrc 	invi-ational travel arn AID procuLement policies
 
regilatln3 sall purchases; again, not later than O: tober 1,
 
1988 .
 

P1at lnc 


cc: FVA/PPM, Barry Riley
 



APPENDIX 2
 

REPORT DISTRIBUTION
 

No. of
 
Copies
 

Assistant Adminstrator, Bureau for Food for Peace and
 
Voluntary Assistance (FAA) 
 5
 

Administrator, Office of the Administrator (A/A.I.D.) 1
 
Assistant A-rinistrator, Bureau for Progran and 

Policy Coordination (PPC) 1 
Assistant Ad.ir.,stratci ,bureau for Ma acer nt ( AA/ M) 2 
Assistant Admi.nistrator, Bureau for External Affairs (AA,/XA) 2 
Offlct c P ues.eFeia _i, '.f (XA, iF) 1 
Office o Fnancla1 Management (PIM, F11-1, CONT) 2 
Ofic - * L"sLatc( Afairs (LEG) 1 
Office C ir],General Counsel (GC) 1 
IG 3 
DIG 
 1 

PJG, A. Nirobi 1
RIG, A,Manila 
 1 
RIG, A, a I1 

RIG ;A, Cair 1 
RIG, A,, g lpra11A a 
RIG,.A,'Teu ucaga 1 
RIG, A,',) a ce 1 
R IG,,, AC, 1 
IG/ L 
 2 
IG,/
L C 
AIG'A iC
 
G/.ADM/'C&R 
 16 


