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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

OFFICE OF THE REGIONAL INSPECTOR GENERAL FOR WEST AFRICA 

UNITED STATES ADDRESS 
INTERNATIONAL ADDRESSRIG/DAKAR 

AGENCY FOR lIG.'DAKARINTERNATIONAL February 10, 1993 C/o AMERICAN EMBASSYDEVELOPMENT 
B.P. 49 DAKAR SENEGALWASHINGTON. D.C. 20523 

WEST AFRICA 

MEMORANDUM 

FOR: Ma"ii* V. Dagata, Director, USAID/Morocco 

FROM: Tliomas B. Aiklewich, RIG/A/Dakar 

SUBJECT: Audit of USAID/Morocco's Systems for Project Monitoring and 
Evaluation, Audit Report No. 7-608-93-04 

Enclosed are five copies of our final report on our audit of USAID/Morocco's systems forproject monitoring and evaluation. We reviewed your comments to the draft report whenfinalizing the audit report and have included the comments in total as Appendix 11 to thisreport. The report has three recommendations. Based on your comments and actions takenby the Mission to date, these recommendations are resolved and be closedcan upon
completion of the required corrective actions. 

Please notify me of the Mission's progress towards implementing the resolvedrecommendations within 30 days, including documentation supporting any completed actionsso that we may consider timely closure. I appreciate the cooperation and courtesies extended 
to my staff during the audit. 

Background 

A.I.D. is required to monitor and evaluate its development assistance programs so thatAgency management has sufficient information to correlate expenditures with program resultsand allocate scarce resources to development priorities. To accomplish this, A.1.D. requires
its missions to establish management systems to monitor and evaluate their portfolios. 

Morocco is ranked as a middle income country in per capita income. But by otherdevelopment indicators it ranks lower. Population growth, urbanization rate, illiteracy andunemployment levels and health conditions are similar to those of lower per capita income 
countries. 

USAID/Morocco's strategic development objectives are to increase employment, enhancemarket competitiveness, and improve selected social services, such as health care andhousing, through a portfolio of thirty-one projects. To accomplish this, Morocco receivesa combination of Development Assistance, Economic Support Funding and Public Law 480 
Food Assistance. 
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As of 	March 31, 1992, total project portfolio flunds ohli ,'Itcd al expended amolntcld to 
$284.3 million and $196.7 million respectively. Our audit covercd seven piolects whose 
obligations and expenditures totaled $97. I million and $74 million respectively. Aippendix
V lists the projects reviewed and their overall life-of-project funding. 

Audit Objectives 

The Office of the Regional Inspector General for Audit, I)akar perforned a self-initiated 
audit of USAID/Morocco's systems for project monitoring and evaluation in accordance with 
generally accepted government auditing standards. This audit was part of the 1992 approved
audit plan. We judgementally selected seven active projects during fiscal years 1990, 1991,
and 1992 from a universe of 31 projects and sub-projects. (See Scope and Nethodology,
Appendix I, for the selection rationale.) Our field work was conducted from January 13,
1992 through May 7, 1992 to answer the following questions: 

I. 	 Did USAID/A forocco establish a .iy.l'injfir'nmirigt and evalatingprojects 
as required by A. I.D. policies anhd procedurrs ? 

2. 	 Did USA ID/Moroccofilhow its system (and .I. D. policies andproceduresfiwr 
project tnoiloring? 

3. 	 Did USA ID/lA oroccofollow its system and A.1.D. policiesan1 proceduresfir 
project evaluation? 

In answering these objectives, we tested whether USAII)/Nlorocco followed applicable
internal control procedures and complied with certain provisions of laws, regulations and 
agreements. Our tests were sufficient to provide reasonable assurance whether 
USAID/Morocco followed A.I.D. procedures related to each audit objective and complied
with certain provisions of laws and regulations. Furthermore, when we found problem areas, 
we performed additional work to: conclusively determine whether USAII)/Morocco was 
following an A.I.D. procedure or complying with a law or regulation; identify the cause and 
effect of the problems; and make recommendations to correct the condition and cause of the 
problems. Appendix I contains acomplete discussion of the scope and melhodology for this 
audit. 

Audit Findings 

Did USAID/Morocco establish a system for monitoring aid evaluating
projects as required by A.I.I). policies and procedures? 

The results of our audit showed that USAII)/Morocco established a systeni for project
monitoring and evaluation as required by A.I.D. policies and procedhures. Further, Mission 
officials were in the process of improving the existing system to make it more useful as a 
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management tool. However, the evolving system needed further improvements to fully mect 
A. I.D.'s requirements. 

To answer this objective, it was necessary first to understand how USAII)/Nloroccoconducted its operations by focusing on its management systems and its internal controlsrelated to project management. Next, it was necessary to compare this system with A.1.D.'srequirements. Therefore, we reviewed all the Mission's documented procedures (existingand in-draft) for monitoring and evaluating the Mission's portfolio of projects. We discussedthese procedures and how they were actually put to use with Mission managers and staff atall levels how wellto learn the Mission staff understood and implemented them. Weobserved weekly implementation review meetings and read briefing reports of other portfolioimplementation monitoring activities. We reviewed the Mission's project evaluation planwith the Evaluation Officer for the years under audit and discussed the detailedimplementation of the plan. Also, we compiled monitoring and evaluation data from theentire Mission portfolio (31 projects) in order to draw a test sample (seven projects) of howthe monitoring and evaluation process was working. These seven projects were selectedbecause they represented each major office in the Mission and each element of the project
monitoring and evaluation process. 

We concluded that the USAID/Morocco had established and was continuing to evolve asystem 	for project monitoring and evaluation. During 	the period audited, USAID/Morocco
officials had: 

* 	 revised its internal Mission operating orders for project evaluation and for 
most project monitoring tasks; 

* augmented its management review and internal control assessment processes; 

0 	 focused its information gathering and reporting efforts on project and program 
results; and 

* 	 started developing management information systems for Mission-wide
portfolio monitoring and for tracking private-sector project performance 
indicators.
 

Also, in response to recommendations in RIG/A/Dakar's audit report of USAII)/Morocco'sPrivate Sector Export Promotion Project, Report No. 7-608-92-09, issued in July 1992,USAID/Morocco established an audit tracking system to ensure that the Mission's projectsreceived the necessary audit coverage and completely revised the mission order for projectevaluation to bring it up to A.I.D. standards. Further, the Mission was in the process ofincorporating audit and project evaluation tracking into its Project Implementation Monitoring
Information System. 

To ascertain whether USAID/Morocco's systems were established and impleiienlted, wetested key aspects of the monitoring and evaluation process for seven projects under auditobjectives two and three. These tests (i) verified the existence and use of project monitoring 
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and evaluation systems arid (2) demonstrated tlht some improvements wtre llccHLt' t0 ensure
that (a) the systems provided management will, Ile rcqlircd infOriiuittion adtl (h) project, 
were terminated promptly arid properly. These finldings arC (liSCtssCd I)elow 11)(fthlil. 

USAID/Morocco Needs To Further Describe
 
And Finish Inpleniniliig Its
 
Monitoring and Evalualion Systems
 

A.I.D.'s Evaluation Handbook requires that A.I.I). missions have an order describing tle 
organization and assignment of responsibil ities for its monitoring ani evaluation system.
USAID/Morocco was developing an internal management information systeni for tile
monitoring and evaluation processes. Further, the Mission had prepared or was in the 
process of preparing separate mission orders for the evaluation process arid several parts of 
the monitoring process. However, there was no capping mission order or other doctument 
that described the system as a whole because of other more pressing concerns such as 
pressure to reduce staff arid an emergency evacuation which occurred during tie )criod under 
audit. Without this mission order, the Mission does not have a document that clearly and
succinctly describes the tasks and responsibilities for the various processes and how they
relate to one another. Such a document would facilitate tie Mission staff's overall
understanding and subsequent use of its emerging management information syslem, an 
important tool for project monitoring and evaluation. 

Reconinendation No. I: We reconnmend Ihat the l)ireclor, USAI)/Niorocco
issue a inission order describing the organization and operation of the Mission's 
Project Monitoring and Evaluation systems, including the assignient or 
responsibilities for related tasks. 

U.S. Government requirements for monitoring and evaluation systems are clear. Office of
Management and Budget Circular A-1 17 requires that agencies assess the effectiveness and 
efficiency of their programs on a continuing basis. Section 62 Ia of the Foreign Assistance 
Act of 1961 (as amended) requires A.I.D. to follow accepted management practices in 
employing information systems and analytical techniques to support decision making and the
effectiveness of its programs. Furthermore, A.I.D. Handbook 3, Chapter Ii, Section hE
requires USAIDs to establish project management and portfolio oversight systems that have, 
at a minimum, monitoring )rocedures or methods which enable a project officer and other
Mission managers to (1) oversee compliance with A.I.D. policies, procedures, and
regulations; (2) ensure timely and coordinated provision of A.I.D. inputs; (3) assist grantees
to effectively use resources; (4) identify implemeriation issues and non-perforning projects;
(5) collect data and information for project analysis; (6) (levelo) a historical record of
implementation for the official A.I.D. files; and (7) prepare periodic reports for Mission and 
A.I.D./Washington review. 
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Moreover, the A.1.D. Evaluation Handbook, supplement to chapter 12, A. 1.1). 1ianlbook 3,section 4.1 paragraph 3 states "Missions are required to issue a mission order or similarwritten procedures describing the organization and operation of this system, theresponsibilities of Project Officers and the Mission Evaluation Officer, and procedures forreporting and following up on actions that are to be taken on the basis of evaluation 
recommendations." 

USAID/Morocco had issued mission orders for parts of the monitoring process and one forthe evaluation process to help project officers fulfill their monitoring duties. For example,the mission orders covered the review of contractor work plans, the design and approval ofprojects, project implementation reviews and reporting, administrative control of funds, andproject advances. Further, the Mission was developing a project management informationsystem--the Project Implementation Monitoring System. Nonetheless, there was no suchdirective to tie the disparate parts together. The system lacked a capping mission order
providing the overall description. 

At the time of our field work, USAID/Morocco's monitoring system was comprised offifteen mission orders, weekly staff meetings, and A.I.D. Handbook 3 with its supplements.Two other mission orders were being drafted. (Appendix VI provides a listing ofUSAID/Morocco mission orders that contained project monitoriig components.) As theUSAID's system is somewhat complex and Handbook 3 is quite lengthy and complicated, asuccinct summary of the organization of the Mission's monitoring process and therelationship of the various activities and responsibilities would be helpful both to the projectofficer charged with project implementation and the Mission managers charged with 
oversight. 

The primary purpose for a project monitoring and evaluation system is to give the Missionmanagers information on which to base decisions such as to continue, modify, or terminatea project activity. Another reason for having a solid, working monitoring system is toprevent problems associated with staff turnover and to maintain an instittitional memory.Mission officials indicated that during the period audited, USAID/Moroccu had the normalU.S. Direct Hire and Foreign Service National turnover problems, pressure to rtuce staff,and an emergency evacuation during the Gulf War. Because of the aforementionedconditions, there was no mission order or other document that described the system as awhole. Given the large and varied portfolio USAID/Morocco has to manage and thepotential for continued staff rotations and loss of institutional memory, we believe an overallmission order .,, Project Monitoring and Evaluation would assist in making the variouscomponents of the Mission's monitoring and evaluation system as easily and widelyunderstood by staff as possible. Further, to facilitate the understanding and use of thesystem, the mission order should be keyed to the Mission's new management information 
system. 
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USAID/Morocco Needs To Develop 
Project Close-out Procedures 

A.I.D. 	 Handbook 3 on Project Assistance requires USAID/Morocco, to perform certain 
project closure tasks to ensure continued benefits from the project and the orderly termination 
of A.I.D. assistance. For two out of our total sample of seven projects reviewed, Some of 
these activities were not completed. As a result, funds for these projects were not 
deobligated soon after project closure, the results of iip.rtant project tests were not 
documented, and a required project close-out report was not done. This situation occurred 
because USAID did not have written procedures to trigger the required close-out actions. 

Recoiniendation No. 2: We recornuiend that the Director, USAI)/Morocco: 

2.1 	 estal)lish project teriinatioi )roce(ures in accordance w'ilh A.I.I).
Handbook 3 and its supplements ivhich define the Project ()'ficer's,
Contracting Officer's, Controller's, and senior nanagers' responsibilities 
for project terniination and which specify the limief'ranes for comipletinig 
project ternmination activities; and 

2.2 	 report in the next Federal Manager's Financial Integrity Act reporting 
cycle to the Assistant Administrator, Near East Bunireau, the internal 
control weakness related to USAIl)/Morocco's )roject terninalion 
procedures, if this weakness is not corrected. 

Chapter 14 of A.I.D. Handbook 3 contains project close-out procedures. Among these 
requirements, A.I.D. missions are to close out project finances, prepare a Project Activities 
Completion Report, and to perform final project monitoring even after the Project Activities 
Completion Date (PACD). These particular tasks are required by sections 14C and 141) of 
Chapter 14. 

Our review of the Mission's system revealed that aiong its l)ocedures for project
monitoring, there was not one for project close-out and teriination. Among our seven test 
projects were two which terminated during the audit period. Thus, we reviewed these 
projects for adherence to A.I.D. project completion requirements. 

These projects were "energy" projects: the Renewable Energy Project anid the Energy
Planning Project. These projects were designed and begun in the early 1980's and were 
implemented in cooperation with the Government of Morocco's Ministry for Energy and 
Mines. During project implementation, Mission managers concluded that this Ministry was 
not sufficiently interested in successfully concluding these pro'jects nd Ihal the Ministry had 
other more pressing concerns. Thus, Mission officials (lecided to focus foture energy
activities on the private sector. However, these projects were not properly terminated by 
Mission personnel. 
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The Renewable Energy Project had initiated various tests tle last several months of tileproject's life on some of its wind power activities to assess the viability and tle efficacy oftheir wind turbine site selection process. These tests were not completed by the time of thePACD and (lie results are not subsequently recorded by the Mission in project files. [ioughthe Mission has decided not to work with the Ministry of Energy and Mines in futurerenewable energy project implementation activities, there ,may be a need in the future toinitiate a renewable energy project through tie private sector. It niay prove useful for futurereference to have the results of all these tests described in lie Mission's Project Activities
Completion Report. 

Mission officials indicated that the project officer for the Energy 'lanning Project did notprepare the required Project Activities Completion Report. Nonetheless, according toMission officials, the main lesson to be learned from this project was that no more projectsshould be implemented through the Ministry of Energy and Mines. As previously stated, theMission changed its energy 'strategy, so this lesson was not lost. 

The Renewable Energy Project was completed on Septebcer 30, 1989 aid the FnergyPlanning Project was completed on Seplember 30, 1990. 1lowever, as of May 7, 1992, therequired financial close-out of these projects had not beeli complete(l. \Vhile lie aniount ofunliquidaled obligations (about $300,000) pertaining to these two projects was riot malerialwhen compared to tie life of project funding for the overall Mission i)plfolio, tie lack oftimely deobligations and subsequent reobligalions furtlher de(ionstrale the project officer'slack of attention to proper project termination procedures. Details on tIhe finaicial close outissue are discussed further under audit objective two. 

According to Mission officials, (lie renewable energy project officer had resigned from hisjob at the Mission, so we were not able to question him as to why lie had not prepared tilerequired Project Activities Completion Report or why lie had not Iracked the final results oftesting on the Renewable Energy Project. The fact that the project officer left his job andthat the Mission was changing its approach for inplementing energy projects maycontributed to these project-close-out shortcornings. 
have 

We believe tihal if tIle Mission had haddiscrete, succinct project termination procedures aid had followed thei, Ihese problemsmight have been avoided. It is our view that a reasonable internal control measure to createsuch a procedure now will better ensure proper, prompt project lerininations in the future. 

Did USAID/Morocco follow its system nmid A.I.D. policies 1nid pirocedures
ror project monitoring? 

The results of tlhe audit showed Ihat USAID/Morocco followed ils system and A.I.I). policiesand procedures for monitoring the key aspects of its projects except for (I) project close-outas discussed in the first audit objective and (2) deobligation of excess project funds. 

In monitoring its projects, IJSAID/Morocco, followed A.I.l). Ilandbook 3 policies andprocedures in several respects. We reviewed dilferent aspects of several projccls.Specifically, we determined that the Mission (I) considered lessons leat ned from previous 
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projects and its new strategic goals for all three newly-designed projects; (2) illunitoredcompliance with tie conditions )recedent to the disbursement of funds in all five projectsreviewed for that purpose, (3) documented site visits in all five projects reviewed for thatpurpose; (4) tracked host country contributions iii the four projects reviewed for that purpose;and (5) conducted weekly management oversight inectings and serni-ariluial projectimplementation reviews in all five plojects reviewed for those purposes. Fuither, projectfiles showed that project officers were generally knowledgeable about their projects and inconstant contact with their Moroccan, contractor, and/or grantee counterparts. Appendix Igives a complete description of what projects and what aspects of these projects were 
reviewed. 

However, based on the information provided aid tests performed, concludedwe thatUSAID/Morocco project financial accounting records showed one reportable weakness withregard to A.I.D. policies and procedures on reviews of unliquidated obligations (reviewsunder Section 1311 of the Supplemental Appropriations Act of 1955). Specifically, residualfunds for two of the seven projects reviewed, aluountirig to approxi mately $300,0 1,,had notbeen deobligated 19 months and 28 months respectively after project terminatioi. This
finding is discussed below in detail. 

Funds Have Not Been Deobligated
 
From Two Closed Energy Projecs
 

Both Federal law and A.I.D. procedures require that the Agency establish a system ofcontrols to effectively manage U.S. foreign assistance funds. Further, the Agency Contollerissued expanded guidance Octoberin 1989 and again in May 1992 on validation ofunliquidaled obligations during Section 1311 reviews. Specifically, p)jecis with expimcdPACDs and with unneeded funds cannot be certified by mission controllers as continuing tobe valid obligations after the end of lie fiscal year. They mnust be liquidated or deobligated.The Mission's Accounting and Control System records (MACS) showed that over $300,000of obligated but urliquidated balances were being carried for two of the seven projectsreviewed long after the projects' activities ceased. These funds sat idle instead of being usedfor other purposes because the Coitroller's Office did not liquidate a few small projectadvances. We concluded that Section 1311 reviews of unliquidated obligations were not aseffective as they should have been and that USAIl)/Morocco's internal coitiols weredeficient because no Mission-specific procedures were eslablished to liquidaic a(vances arid
deobligate excess funds in a timely manner. 

Recoinieiidalion No. 3: We recommend Ihatl ilie )irector, USAII)/ hrocco: 

3.1 establish writtei piocedures to ensure tiitely liiidat ion or r(h:nces til(i
(leol)ligation or l)roject [minds; 

3.2 dIol)ligale $300,014 of'idle fiils1(rclcrliigrfiIIli Rhin wi1h,I",1.1g)i I'r.IJI-' 
(No. 608-(0159) and the Energy 'l:aning irojecl (No. 608-0180); :11rd 
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3.3 	 report in the next Federal Manager's Finaiicial Inlegrity Act reporting
cycle to the Assistant Administrator, Near East Bureau, the internalcontrol weakness related to he lack of a systen to ensure timely project
financial close-out of inactive projects, if this weakness is not corrected. 

The Federal Managers' Financial Integrity Act requires that Federal agencies establishinternal controls and effective internal control techniques to reasonably assure that funds areproperly managed. Chapter 14 of Handbook 3 instructs A.I.D. missions to begin financialclose-out procedures well in advance of the PACD. These instructions, as well as A.I.D.Handbook 19 and the Controller's Handbook, specifically direct that funds not needed forthe project should be deobligated through coordination among the project officer, the missioncontroller, the Office of Financial Management in A.I.D./Washington, and the grantee.Section 1311 obligation reviews also require coordination between the mission controller andprogram managers to certify the continued validity of obligations. The Agency Controller'sguidance of October 12, 1989 (restated in the 1992 State Department cable 149770) providesfurther directions by stating that unneeded funds for expired projects cannot be certified asvalid obligations at the end of the fiscal year. 

The Renewable Energy Project (608-0159) and the Energy Planning Project (608-0180) stillhad funds in their accounts even though they had been inactive for a long time. The formerproject, whose completion date was September 30, 1989, had almost $70,000 of unused
funds. The latter project's completion date was on September 30, 1990 and it still had about$230,000 in unliquidated obligations. Mission managers were aware of these idle funds andhad plans to use them in other active or planned projects. During our field work, theController's Office started action to liquidate these outstanding advances. Yet by theconclusion of our field work, these funds had not been deobligated and subsequently
reobligated as Agency guidelines dictate. 

According to the Mission's acting Controller, the project funds had not been deobligated

because there were still a few outstanding travel advances pertaining to these projects. Some
Government officials had 
 not filed their vouchers for invitational travel taken years ago.These vouchers should have been filed within 30 days of completion of the travel. No onein the Controller's Office or the Project Office had successfully pursued the settlement orliquidation of these travel advances in order to bring the project to a close. This occurredbecause USAID/Morocco (lid not have Mission-specific procedures to liquidate advances anddeobligate excess funds in a timely manner. Thus, about $12,000 in delinquent travelvouchers was purportedly preventing over $300,000 from being used for potentially more 
useful purposes. 

Moreover, we found that the Mission had deobligated over $15 million from active projectsin the portfolio and had reobligated most of it to projects directed toward their new strategicobjectives. However, the fact that funds from inactive projects remained certified as validobligations for so long indicates an internal control problem that should be addressed topermit 	USAID/Morocco's financial management system to more effectively manage U.S.
foreign assistance funds. 
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Did USAI)/Morocco follow its system and A.I.I). policies and l)roce(tIres 
for project evaluation? 

The results of the audit showed that USAID/Morocco followed A.1.1) )rocedules fOr project
evaluation. These procedures included revisions to correct problems cited in a previous 
audit. 

A RIG/A/Dakar audit report on USAID/Morocco's Private Sector lxport Promotion Project
(Audit Report No. 7-608-92-09), issued in July 1992, pointed out that the NMission had failed 
to complete the evaluation summary report of the project's mid-tcrm evaluation. As a result 
the audit recommended that the evaluation summary be completed and that the NMission revise 
its Mission Order No. 023 on project evaluation to include controls to ensure that all required
evaluation steps are taken. 

USAID/Morocco officials revised their mission oder on evaluations (now Nlission (OrderNo.
303) to parallel the requirements and guidance in A.I.D.'s E-valuation Hlandbook. IFurther, 
our interviews with responsible officials and review of Mission recor(Is indicated that 
USAID/Morocco was in the process of initiating an evaluation tracking system as part of its
project monitoring system to insure that required evaluation activities will be implemented 
in the future. 

The audit showed that USAID/Morocco had prepared and followed annual evaluat ion plans 
as required by A.I.D. policies. We found that Mission managers considered evaluation 
recommendations and prepared the requisite evaluation summaries anl dccision memoranda 
for tie Mission Director. Our tests also showed that cognizant Mission officials had 
followed the provisions of the new mission order during the two iprojcct evaluations 
conducted since its issuance. 

Management Comments and our Evaluation 

USAID/Morocco management generally agreed wilh our finlings and recoimenldations and 
stated that a number of actions have been or will be taken lo correct h(l deliciencies note(ld
in the report. See Appendix 11 for a full text of Management's comments which are notable 
for their constructive, positive tone and willingness to take prompt, effective action. 

The Mission agreed with Recommendation No. I and plans to impnlemet it by issuing a 
mission order. The Recommendation is resolved and can be closed when Rli/A/l)akar
receives and reviews a copy of the mission order. 

Concerning Recommendation No. 2, USAII)/Morocco stated that it agreed that belter 
interoffice coordination was necessary to terminate anl close projecls. They believed that 
the disbanding of the Energy Office and its atlendant Isorll'fio had created an imtiusual 
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situation and viewed this particular instance as an anomaly in established systems.Recommendation 2 is resolved and will be closed upon completion of the corrective actions. 

Regarding Recommendation No. 3, USAID/Morocco stated that it accepted all three partsof this recommendation. The Mission concurred that $1)0,014 in excess, idle funds shouldbe deobligated and stated that these funds were now deobligated. Based on this deobligation,
the Mission requested closure of this part but provided no supporting evidence. All threeparts of Recommendation 3 are resolved and will be closed upon receipt of evidence that the
corrective actions have been completed. 
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AIPENI)IX I
 

SCOPE AND
 
METHODOLOGY
 

Scope 

We audited USAID/Morocco's systems for project nlomlitoring and evaluation inaccordance with generally accepted government auditing standards. The audit wasconducted between January 30 and May 7, 1992 at the A.I.D. Mission in Rabat,Morocco. The audit covered systems and procedures i'elated to project design, projectimplementation monitoring, tracking host country contributions, project comnpletion,project evaluation for the project portfolio which 
ind 

was active during fiscal years 1990,1991, and 1992. The audit focused on the composition of the systens and how theyfunctioned in relation to A.I.D. policies and procedures. Our audit universe wascomprised of 31 projects and sub-projects comprised of"29 grants and two loans with totalfunds (as of March 31, 1992) obligated and expended amounting to $284,291,139 and$196,739,393 respectively. The universe was developed from information provided byMission managers and verified with the management reports of the Mission's Accounting
and Control System (MACS). 

We selected seven projects from the Mission's portfolio on a judgmental basis for thefiscal years 1990-1992. We selected these projects because they represented each majoroffice in the Mission and each element of tie project monitoring and evaluation process.The total life of project funding for the projects reviewed equalled $123.8 million orabout 33 percent of the Mission's active portfolio in terms of dollar value. The fundsobligated and expended for these projects (as of March 31, 1992) aniounted to$97,136,659 and $74,030,751 respectively. See Appendix V for a list of [he projectsreviewed. Additionally, we extended testing to ensure that remaining obligated fundsfrom two other terminated projects were being deobligated. 

We reviewed the Controller's Assessment which was conducted in 1990 byA.I.D./Washington's Office of Financial Management, in order to learn if actionsrecommended to improve financial management operations at the USAID had been taken.We also reviewed the Mission's Internal Control Assessment process including the related 
reporting and follow-up. 
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AI'PENIX I
 

In answering the audit objectives, we obtaincd documenlary and testimonial evi(Icnc 
froin officials of USAI)/Morocco related to their project monitoring and evaluation 
process in general and to the seven projects we reviewed in particular; assessed internal 
controls, data, and compliance with laws and regulations applicable to each objective; 
considered related prior audits; and verified evidence through examination of supporting 
documentation and written representation fromn Mission managelnclt. 

There were no functional audits performed at USAll)/Niorocco prior to this audit. 
However, there were audits of the Mission's P.IL. 480 Title Ii prograrii in 1989, the 
Family Planning project in 1990, and the Private Sector l-xport Promotion project in 
1991 which provided an insight into the Mission's operations and management. So, the 
audit was designed to give an overall assessment of tile Mission's mnlagelentli of Ihe 
portfolio by examining the moiltoring and evaluation processes as they existed tnder the 
current management team and how the systems had evolved as a restilt of these audits. 

The audit objectives did not cover the following areas: 

" 	 We (lid not determine whether USAID/Norocco procured tile technical 
services competitively and in a timely manner. Nor (lid we cover the 
contractor payment process or confirm the reasonablelness of claimed 
costs. The Office of tile Regional Inspector General, l)akar will schedule 
a frnctional review of USAll)/Morocco technical services conlract within 
the next five years. 

* 	 We did not cover the procurement of commodities in depth. lowever, we 
did spot check commodity transactions on a random basis. The Office of 
the Regional Inspector General, )akar will schedule a functional review 
of USAll)/Morocco conmmodity procurement iinnageiiiclt withinithe next 
five years. 

* We did rot cover the p~rocurement of comstructioni services because 
relatively little had been Cxl)elcd(l for coristruct ion in the Mission's 
portfolio. 

" We only covered tile montiloring and evaluation ("f'one participant training 
project 	and the desigi of the follow-on iroject and did rot perform an in­
depth review covering most A.I.1). policies and procedures pertaining to 
participant training. The Office of the Regional Inspector (eneral, I)akar 
will schedule a functional review of ISAI)/Morocco )articipant training 
program within the next five years. 

13
 



I AlPENl)IX 

Methodology 

The methodology for each audit objective follows. 

Audit Objective One 

The first audit objective concerned determining whether the Mission followed A.I.1).
procedures in establishing systems for monitoring and evaluating the Mission's projects.
We interviewed Mission officials and reviewed the Mission's published procedures togain an understanding of the Mission's system and to compare it with tile l)roced(ures
outlined in A.I.D. Handbook 3. Specifically, we reviewed: 

" 	 The extent, frequency, and content of project oversight hy NI ission project 
managers; 

" 	 The oversight and review by Mission senior and mniddle iianagers of 
Mission project management; 

" The existence of Management Information Systems and other internal and 
external reporting mechanisms; 

0 	 Mission adherence to Bureau reporting requirements; aidl 

* The existence and completeness of Mission implementing procedures. 

Our work to learn the Mission's systems and processes included (I) examining A.1.D.'s
Near East Bureau guidelines, USAID/Morocco mission orders, committee minutes,
Mission Accounting and Control System reports, and various monitoring documentation
such as memoranda, cables, and other correspondence; (2) accumulating dlat on (heMission's portfolio of projects, and (3) discussions with senior staff. From the data
collected, we built adata base and analyzed the information in lerms of project beginning
and ending dates; level of project funding, obligations, an(l disbursements; stage ofproject implementation; and office of primary responsibility. Fromi 	 this analysis, weselected seven projects which we tested to confirm the establishment and use of tile
Mission's monitoring and evaluation systems. We used these same projects for our lests 
to answer audit objectives two and three. 
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APPENDIX I 

Our review of the Mission's systems was designed to learn if systems existed as required
and to determine weaknesses in them. The key system elements we examined are in the 
table below. 

Monitoring System Element 

Mission Management Oversight 

Local Monitoring Procedures 

Project Design Committee 

Project Implementation Review 

Project Financial Review 

Site Visit Reporting 

Host Country Contribution Tracking 

Project Termination Procedures 

Evaluation Planning 

Designation of Evaluation Officer 

Local Evaluation Procedures 

Management Information System 

Audit Objective Two 

The second audit objective concerned 

II/B 
_Requirenient 

3, ch 1I ,E,I 

3, ch 8,13,5,b 

3, ch 12, 

SUPIcilent
 
(Evaluation H13)
 

3, ch 8,13,5,d 

3, ch I I,F 

3, ch 8,13,5,e 
19, ch 8 


3, ch II,E,2,b 


FAA Sec 110 A 


3, ch 14,1) 


3, ch 12, 

supplement 

3, ch 12, 

supplement 

3, ch 12, 

supplement 

3, ch 12, 

supplenit 

determining whether the 
procedures for monitoring the Mission's projects. We interviewed 

Mission
 
Req ifrement
 

M.O. 29, 307, 306,
 
1206
 

None 

M.O 305
 

M.O. 307
 

M.O, 27, 307, 1207,
 
1209, 1212, 1213
 

In Process 

M.O. 31
 

None
 

M.O. 303
 

M.O. 303
 

M.O. 303
 

In Process 

Mission followed A.I.D. 
Mission officials to gain 

an understanding of the Mission's procedures and practices for following A.I.D. Ilandbook 
3 processes stated below: 
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AIPENI)Ix I* Monitoring compliance with (he conditions prece(leilt to the disbursement of
funds; 

Monitoring host country contributions; 

* Monitoring reporting by contractors and host government managers; 
* Monitoring project progress and identifying implementation prol)lels Ihroughsite visits and subsequent reporting and follow-up; 
* Internal nanagement reviews of project implementation progress and

problems; 

0 Monitoring tile proper termination of projects; and 
0 Monitoring the project financial management

disbursement system through analysis ofrates and identification of funds available for dcobligation andreprogramming. 

To confirm the information provided through the interviews,the Mission's universe of 31 
we selected seven projects fromprojects and sub-projects. This selection was judgementallybased on our analysis of the data gathered in audit objective one. Further, we selected iheprojects to insure that all aspects of the monitoring (for objective two) and the evaluation (forobjective three) processes and that all offices in tie Mission 
were covered.
Mission records and reports, contractor progress reports related to these seven 

We analyzed tie 
reviewed project files related projects, Weto project design,
completion. inputs, expenditures, oultlts, goals, andWe reviewed project files and held discussions with the responsible project
officers and Mission managers concerning conditions precedent monitoring,
host government reporting, contractor andsite visit reporting, and the Mission management oversight
process. 

To conclude whether tie Mission monitored tie use of project training, we applied therequirements of A.I.D. Handbook 10, the Project Officer's Handbook oniof Training, monitoring tie useand the Project Paper's authorizeddetermining use of training. This work involvedwhether the Mission had installed A.I.D.'s P'articipant Training ManagenientSystem and whether the Mission received and prepared reports ondiscussed thetraining activities and processing procedures 
use of training. We 

participant training and project offices. 
with Mission personnel in theWe examined individual files of' participants whoreceived overseas training to determine whether: 
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the participants were selected and ap)proved ini accordance with the Project
 
Paper,
 

the participants had returned to Morocco, and
 

the mix of women and non-Government candidates met project goals.
 

The following table describes the aspects of each project reviewed. 

Project lDesign 1N llost Site Mglnt Fi:iiance ]l'cj I vaI 
Col ri Visits Review Migiiil CI)l 

Dryland Ag Res X X X X X X 

Renew. Energy X X X X 

Sec Spt Trng X X X X X X X 

Energy Asst. X X X X 
Planning 

Energy Demand X X X X 
MgnIt 

Tetouan Urban X X X X X X 
Devel 

Trng for Devel X X 

Suppli. Irriga.I x 

Locust Control* X 

* These project files were reviewed only for the process noted. 
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Audit Objective Three 

The third objective concerned determining whether the Mission followed A.I.l). procedures
for evaluating the Mission's projects. We interviewed Mission officials and reviewed iheMission's evaluation records and project files to gain an understanding of how the Mission's
system was working and to compare it with the procedures outlined in A.I.1). Ilanllho(k 3.Because a previous RIG/A/Dakar audit had caused a revision in USAI/Nlorocco's
Evaluation System, we did not review the 7 projects selected from the portfolio of 31 for thisobjective as we had for the other objectives. Instead we reviewed the only two projects that
had been evaluated since this change in procedures. 

The RIG/A/Dakar audit of USAII)/Morocco's Private Stomr lIxport I'rollnotion l~tjcI
identified a failing in the Mission's Evalumtion system. The audit recommended and iheMission subsequently rewrote its local inplenicnting procedures to Incluide all the
requirements of the Supplement to Chapter 12, Handbook 3. Therefore, we reviewed files
of the only two projects that were evaluated since the above mcntioned audit to see if the newprocedures were being followed and were meeting the requirements established in A.i.1).
Handbook 3, Chapter 12 and its supplement. We also reviewed older evaluation files of twoother projects for evidence of required l)lans, reports, summiarics, and corrective aclions.
And finally we reviewed the Mission's new spreadshcctI program for tracking priects
evaluations through the required steps of the Mission's system. 
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AP'IENI)IX III
 

REPORT, ON
 
INTERNAL CONTROLS
 

This section provides a summary of our assessment of USAID/Morocco's internal controls 

related to each audit objective. 

Scope of Our Internal Control Assessment 

We conducted our audit in accordance with generally accepted government auditingstandards. Generally accepted government auditing standards require that we (I) assess theapplicable internal controls when necessary to satisfy the audit objectives and (2) report onthe controls assessed, the scope of our work, and any significant weaknesses found duringthe audit. We limited our assessment to those controls applicable to the audit's objectivesand not to provide assurance on USAID/Morocco's overall internal control structure.classified significant internal control policies 
We 

and procedures applicalfle to each auditobjective by categories. For each category, we obtained an understanding of the design ofrelevant policies and procedures, determined whether they were in operation, and thenassessed control risk. We have reported these categories as well as any significantweaknesses under the applicable section heading for each audit objective.
 

General Background onInternal Controls
 

Under the Federal Managers' 
 Financial Integrity Act and the Office of Management andBudget implementing policies, A.I.D. management is responsible for establishing andmaintaining adequate internal controls. The General Accounting Office has issued "Standardsfor Internal Controls in the Federal Government" to be use( by Agencies in establishing andmaintaining internal controls. The objectives of internal controls for Federal foreignassistance are to provide management with reasonablc--bul not absolule--assurance thatresource use is consistent with laws, regulations and policies; resources are safeguardedagainst waste, loss and misuse; and reliable data is obtained, maintained and fairly disclosedin reports. Because of inherent limitations in any internal control structure, errors orirregularities may occur and not be detected. Predicting whether a system will work in thefuture is risky because (1)changes in conditions may require additional procedures or (2) theeffectiveness of the design and operation of policies and procedures may dleteriorale. 

Conclusions for Audit ObjectiveOne 

The first audit objective was to determine whether USA II)/Morocco eslablished a system formonitoring and evaluating projects as required by A.I.D. policies and l prcedures. Wereviewed the Mission's internal controls relating to this objective. In answering this 
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objective, we considered applicable internal control policies and procedures in A.I.D.
Handbook 3 Chapters 11, 12, and 14 and for tile purpose of this report, categorized them as
the project monitoring and evaluation processes. We determined that the Mission's controls 
were logically designed and consistently applied except as noted below. 

We reviewed USAID/Morocco's internal controls relating to these processes, and our tests
showed that the Mission's system lacked (1)a mission order describing the Mission's overall
monitoring process and (2) procedures for properly and promptly terminating projects in
accordance with A.I.D. policies and procedures. These weaknesses were not reported in
USAID/Morocco's 1991 internal control assessment. We did not consider the weakness
related to the mission order describing the Missior's overall monitoring process as a
reportable condition under the Federal Manager's Financial Integrity Act. However, we
recommended that the weakness on procedures for terminating projects be included in
USAID/Morocco's next internal control assessment if it is not corrected. 

Conclusions for Audit Objective Two 

The second audit objective was to determine whether USAIl)/Morocco followed its system
and A.I.D. policies and procedures for project monitoring. In answering this objective, we
considered applicable internal controls policies and procedures in A.I.D. Handbook 3 
Chapters 11, 12, and 14 and, for the purpose of this report, categorized them as follows: the
monitoring, follow-tip, and reporting processes. We reviewed the Mission's internal controls
relating to this objective. We determined that the Mission's controls were logically designed
and consistently applied except as noted below. 

We reviewed USAID/Morocco's internal controls relating to these processes as used in seven
projects. Our tests showed that the Mission did not perform all required project termination 
actions and did not promptly liquidate advances and deobligate unneeded project funding.
Therefore, the controls were ,not fully effective. The Mission did not establish procedures
for the prompt setlement of project financial accounts. This weakness was not included in
USAID/Morocco's 1991 internal control assessment. Therefore, we recommended that 
USAID/Morocco include this weakness in their next assessment if not corrected. 

Conclusions for Audit Objective Three 

The third audit objective was to determine whether USAID/Morocco followed its system and 
A.I.D. policies and procedures for project evaluation. In answering this objective, we
considered applicable internal controls policies and procedures in A.I.D. Handbook 3,
Chapter 12 and its supplement, A.I.D.'s Evaluation Handbook. For the purpose of this 
report, we categorized them as follows: tile evaluation, follow-tip, and reporting processes.
We reviewed the Mission's internal controls relating to this objective. We deterirlincd that 
the Mission's controls were logically designed and consistently applied. 
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REPORT ON
 
COMPLIANCE
 

This section summarizes our conclusions on USAID/Morocco's complfiance with appJlicable
laws and regulations. 

Scope of Our Compliance Assessment 

We conducted our audit in accordance with generally accepte(l government auditing
standards. Generally accepted government auditing standards require that we (1)assess
compliance with applicable requirements of laws and regulations when necessary to satisfythe audit objectives (which includes desgning the audit to provide reasonable assurance ofdetecting abuse and illegal acts that could significantly affect the audit objectives) and (2)report all significant instances of noncompliance and abuse and all irdications or instances
of illegal acts that could result in criminal prosecution that were I'Mind duriing or in 
connection with the audit. 

We tested USAID/Morocco's compliance with the applicable laws and ;egulations affecting
our audit objectives, specifically section 621a of the Foreign Assistance Act of 1961,
Circular A-1 17, and A.I.D. Htandbook I 

OMB 
and section 1311 of the Supplenlcnlal

Appropriations Act of 1955. However, our objective was not to provide an opinion on
USAID/Morocco's overall compliance with all provisions of such laws, regulations and 
contracts. 

General Background on Compliance 

Noncompliance is a failure to follow requirements, or a violation of prohibitions, contained
in statutes, regulations, contracts, arid binding policies and procedures governing entityconduct. Noncompliance constitutes an illegal act when there is a fitilure lo flllow laws orto implement regulations including intentional and unintentional non -complianc anil criminal 
acts. Noncompliance with internal control policies and p~rocedures in A.I.l). handbooksgenerally does not fit into this definition and is included in our report onl internal controls.
Abuse is distinguished from noncompliance in that abusive conditions may not directly violate
laws or regulations but violate either their spirit or tile more general standards of impartial 
and ethical behavior. 
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Compliance with laws, regulations, contracts, and grants is the overall responsibility of 
USAID/Morocco's management. 

Conclusions On Compliance 

USAID/Morocco complied with Section 621a of the Foreign Assistance Act of 1961, OMB 
Circular A-1 17, and A.I.D Handbook One which require that A.I.D. monitor and evaluate 
its activities. However, USAID/Morocco did not fully comply with Section 1311 of 1955 
Supplemental Appropriation Act which requires that obligations be periodically revalidated. 
This act states that obligations from inactive or expired projects should be dcobligatcd in a 
timely manner. About $300,014 was not deobligated timely from 2 of 7 1O)'iCLt-Is reviewed. 
Except for these two expired projects we found no other obligations that aI)peared to be 
invalid and in contravention to this act. 
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USAID/Morocco 

Project No. Title 

608-0136 Drylands Agriculture Applied 

Research 

608-0159 Renewable Energy Dcvelopment 

608-0178 Sector Support Training 

608-0180 Energy Planning Assistance 

608-0193 Energy Demand Management 

608-0194 Tetouan Urban Development 

608-0208 Training for Development 

TOTAL 

Projects Reviewed
 

Life of Project
Funding levcl 

$ 50,000,000 

9,700,000 

23,500,000 

4,000,000 

5,000,000 

3,564,000 

28,000,000 

$123,764,000
 

Starl IA(I) 

8/31/78 8/31/94 

4/22/8(0 9/30/89 

9/23/831 9/22/93 

8/28/84 9/30/90 

8/1/88 9/30/93 

8/22/8i 9/30/94 

9/1/9 i 9/30/99 

Note: The above amounts were obtained from USAII)/Morocco's financial reports generated
by the Mission Accounting and Control System and are tnaudiletl. 
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USAID/Morocco Mission Orders
 
With Monitoring Components
 

Order No. Title 

1. 008 Contract Reporting and Numbering Procedures 

2. 027 PL 480 Title I Local Currency Reporting 

3. 029 Review and Approval of Contractor Work Plans 

4. 031 Assessment of Goverlnment of Morocco Contributions 

5. 305 Design and Approval of Projects 

6. 306 Project Committees 

7. 307 Project Implementation Reviews and Reports 

8. 605 Comlpetition in Contracting 

9. 1206 USAID/Morocco Internal Control Assessment Committee 

10. 1207 Institutional Cash Advances 

Ii. 1208 Contract Vouchers Examination/Payment 

12. 1209 Administrative Control of Funds 

13. 1212 Administrative Ap)roval of Project Vouchcrs 

14. 1213 Project Advances 

15. 303 Mission Evaluation Policy 

16. Proposed Site Visit Reporting 

17. Proposed Monitoring Conditions Precedent 
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No. of 
Copies 

Ambassador, U.S. 
USAID/Morocco 

Embassy/Rabat I 
5 

AA/NE 
NE/CONT 
NE/DP 
NE/DR
NE/EMS 

I 
NE/ENA
NE/ENA/MTA 
XA/PR I 

I 
LEG 
GC 
FA/MCS 
AA/FA 
AA/OPS 
FA/FM/ 
AA/R&D 

I 
2 
I 
I 
I 
I 

POL/CD1E/DI
POL/CDIE/E 
R&D/E&I 
FA/FM/FPS 

I 
I 

REDSO/WCA 
REDSO/WCA/WAAC 

2 

OAR/Benin 
OAR/Burkina Faso 
USAID/Camneroon 
OAR/Cape Verde 
OAR/Chad 
OAR/The Gambia 
USAID/Ghana 
USAID/Guinea 
OAR/Guinea-Bissau 
USAID/Mali 
USAID/Morocco 

USAID/Niger
USAID/Affairs Officer, Nigeria
USAID/Senegal 

USAID/Togo 
USAID/Tunisia 



API'ENI)IX VII
 

IG 
AIG/A 
IG/PPO 
D/AIG/A 
IG/RM 
IG/LC 
IG/A/RM 
IG/RM/GS 
IG/A/PSA
IG/A/FA 
AIG/I&S 
IG/I/DFO 
RIG/A/Bonn
RIG/A/Cairo 
RIG/A/Manila 
RIG/A/Nairobi 
RIG/A/Singapore 
RIG/A/Tegucigalpa 
RIG/A/EUR/Washington 

Reo)orl l)ist ribiltion 
No. of 
C'onics 

I
 
I 
3 
I 

12 
I 
I 
I 

I 

I 


