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MEMORANDUM FOR DAAlLAC, Carl H Leonard

FROM RIG/NSan Salvador, TImothy E Cox Y::3(f<
SUBJECT AudIt of the Use of Nonpersonal ServIces Contracts by USAID MISSIOns m Latm

Amenca and the Canbbean, AudIt Report No 1-598-99-005-P

This memorandum IS our audIt report on the use of nonpersonal serVIces contracts by mISSIOns
m Latm Amenca and the CarIbbean The report does not contam any recommendatIOns

I appreciate the cooperatIOn and courtesy extended to my staff durmg thIS audIt

Background

The Federal AcqUISItIon RegulatIOns define two prmcipal categones of contracts for serVIces
nonpersonal serVIces contracts and personal serVIces contracts A nonpersonal servIces contract
should be used when the mdividual(s) provIdmg servIces WIll not be subject to the type of
superVIsIOn and control usually prevaIlmg m relatIOnshIps between the U S Government and ItS
employees A personal serVIces contract, on the other hand, should be used when the
mdividual(s) provIdmg serVIces are subject to relatIvely contmuous supervIsIOn and control by
a U S Government offiCial 1

Because personal serVIces contracts are charactenzed by an employer-employee relatIOnshIp
between the US Government and the contracted mdividual(s), US personal servIces contractors
are counted m the personnel ceIlmgs establIshed for USAID overseas mISSIOns Nonpersonal
serVIces contracts are not mcluded m the personnel ceIlmgs, therefore, care must be taken to see
that nonpersonal serVIces contracts are not used, even madvertently, to CIrcumvent mISSIOn
personnel ceIlmgs

1
Federal AcqUISItIOn RegulatIOns, SectIOns 37 101 and 37104
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Audit Objectives

After receIvmg an allegatIOn that nonpersonal serVIces contracts were bemg used to CIrcumvent
personnel ceIlmgs, the Office of Inspector General performed thIS audIt to answer the followmg
audIt ObjectIves

• To what extent are mISSIOns m the Latm Amenca and CarIbbean regIOn usmg nonpersonal
serVIces contracts wIth mdIvIdual U S cItIzens?

• Have mISSIOns m the Latm Amenca and CarIbbean regIOn used long-term nonpersonal
servIces contracts WIth mdIvIdual U S cItIzens to CIrcumvent personnel ceIlmgs?

The audIt scope and methodology, mcludmg sigruficant lImItatIOns on the scope of the audIt, IS
descnbed m AppendIx 1

Audit Findings

To what extent are missions In the Latm American and Caribbean regIOn
uSing nonpersonal services contracts with IndiVidual US. cItizens?

Accordmg to mformatIOn provIded by the 16 USAID mISSIOns m the Latm Amenca and
Canbbean regIOn, 8 mISSIOns had not awarded any nonpersonal servIces contracts WIth mdIvidual
US CItIzens between Apnl 1, 1996 and February 3, 1997 2 The other 8 mISSIOns had awarded
21 nonpersonal servIces contracts WIth mdividual U S CItIzens WIth total oblIgatIOns of
$1,042,334 Ofthese, 17 nonpersonal servIces contracts WIth oblIgatIOns of$261,053 were short­
term contracts of less than one year The other 4 nonpersonal servIces contracts, WIth oblIgatIOns
of $781,281, were long-term contracts WIth terms of one year or more InformatIOn on these
contracts IS provIded m the followmg table

MISSion Nonpersonal Services Purpose Amount Contract PerIod
Contract Number

Honduras 522-0388-C-OO-6190-00 Senior Education $213,058 10/1/96 to 9130/98
AdVisor

Honduras 522-0364-C-OO-7002-00 Technical AdVisor $151 206 10/1/96 to 6130/98

Honduras 522-0383-C-00-7001-00 Technical AdVisor $167517 10/10/96 to 10/9/97

Guatemala 596-0180-C-00-6023-00 Management $249500 5/1/96 to 4/30/98
Systems
Specialist

2 ThIS tIme penod followed a decrease In MISSIons personnel cellmgs for fIscal year 1997, as well as a
USAID-wlde reductIOn m force



Have missions In the LatIn America and Caribbean regIOn used long-term
nonpersonal services contracts with Individual US citIZens to circumvent
personnel ceilings?

For the four cases we examIned, mISSIOns In the LatIn Amenca and CarIbbean regIOn have not
used long-term nonpersonal serVIces contracts WIth IndIVIdual US CItIzens to CIrcumvent
personnel ceIlIngs between Apnl 1, 1996 and February 3, 1997

The four mdIvIduals who were awarded long-term nonpersonal servIces contracts were all
formerly employed by USAID mISSIOns as eIther dIrect-hIre employees or personal servIces
contractors who were counted agaInst mISSIOn personnel ceIlIngs When they became nonpersonal
serVIces contractors, they were no longer counted agamst the ceIlIngs However, m each case,
theIr dutIes changed sIgrnficantly and they were no longer subject to relatIvely contInUOUS
superVISIOn and control by mISSIon offiCIals DetaIls on each contract are proVIded In the
follOWIng sectIOns
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Contract 522-0388-C-OO-6190 was for a part tIme sernor educatIOn adVIsor to proVIde
techrncal aSSIstance to the MIrnstry of EducatIOn and a pnvate AdVISOry CouncIl for
Human Resources Development under the BaSIC EducatIOn and SkIlls TraInIng Project In
Honduras The contract was awarded to an IndIVIdual who was formerly employed by
USAIDlHonduras as a dIrect hIre employee As a dIrect hue employee, the IndIVIdual
was counted agaInst the mISSIOn's personnel ceIlIng, but as a nonpersonal serVIces
contractor he was not counted Nonetheless, we found no IndIcatIon that the mISSIon's
deCISIon to use a nonpersonal servIces contract was mappropnate For example, we found
no IndIcatIOn that the IndIVIdual was subject to relatIvely contInUOUS supervISIOn and
control by USAIDlHonduras, whIch would have ImplIed that an employer-employee
relatIOnshIp eXIsted We were told that, dunng the first month of the contract, the
contractor VISIted the mISSIOn on an almost daIly baSIS, creatIng the appearance of
relatIvely contmuous supervISIOn and control by the mISSIOn However, when thIS came
to hIS attentIOn, the contractIng officer dIscussed the matter WIth the partIes Involved to
ensure that the contractor worked m the Independent manner expected of nonpersonal
servIces contractors

Contract 522-0364-C-OO-7002 was for a part tIme techrncal adVIsor to coordInate all
USAID-funded traInIng on behalf of the Government of Honduras It was awarded to an
mdIvIdual who was formerly employed by USAID/Honduras under a personal servIces
contract As a personal serVIces contractor, the IndIVIdual was counted agaInst the
mISSIOn's personnel ceIlmg but as a nonpersonal serVIces contractor he was not counted
We concluded that the mISSIOn's deCISIon to use a nonpersonal serVIces contract was
appropnate When the IndIVIdual was a personal servIces contractor, he was responSIble
for certaIn admInIstratIve and managenal functIOns WIthIn USAID/Honduras, such as
superVISIng other mISSIOn personnel and serVIng as the mISSIOn traInIng coordInator

3
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When he became a nonpersonal servIces contractor, he no longer performed these
functIOns, and hIS office was moved to the Government of Honduras' project
ImplementatIOn umt We found no mdicatIOn that the contractor was subject to relatIvely
contmuous supervIsIOn and control by USAID/Honduras offiCIals

• Contract 522-0383-C-00-7001 was for a techmcal adVIsor to the general manager of the
Fmancmg CorporatIOn for Cooperatives (FINACOOP), wruch was Implementmg the
USAID-funded Small Farmer Agnbusmess Development (SFAD) Project The mdividual
to whom thIS contract was awarded was preVIOusly employed by USAID/Honduras under
a personal servIces contract When he was a personal servIces contractor, the mdIVIdual
counted agamst the mISSIOn's personnel ceIlmg but when he became a nonpersonal
servIces contractor he was not counted The mISSIOn's deCISIon to use a nonpersonal
serVIces contract was appropnate When he was a personal servIces contractor, the
mdIVIdual served as the USAID project manager for two proJects, mcludmg the SFAD
project Accordmg to the mdividual, the admimstratIve functIOns assocIated WIth bemg
a USAID project manager absorbed about 50 percent of hIS tIme When he became a
nonpersonal serVIces contractor, he was no longer responSIble for these project
management functIOns and he was able to devote all of hIS tIme to hIS new role as adVIsor
to FINACOOP Also, as a nonpersonal servIces contractor, he worked outsIde the mISSIOn
m office space provIded by FINACOOP We found no eVIdence that the mdividual was
subject to relatIvely contmuous superVISIOn and control by USAID/Honduras

• Contract 596-0180-C-00-6023 was for a management systems speCIalIst who provIded
techmcal aSSIstance to the Central Amencan CommISSIon for EnVIronment and
Development (CCAD) under the RegIOnal EnVIronmental Project for Central Amenca
The mdividual who prOVIded nonpersonal serVIces under thIS contract was formerly
employed by USAID/Guatemala under a personal serVIces contract as the aSSIstant project
manager for a predecessor project, the RegIOnal EnVIronmental and Natural Resources
Management Project It was clear that USAID/Guatemala's deCISIon to award thIS
nonpersonal serVIces contract was based on the reqUIrements of the pOSItIOn The mISSIOn
wanted an adVISor who would be located m the offices of CCAD, provIdmg full tIme
techmcal aSSIstance to CCAD's dIrector Smce thIS arrangement precluded relatIvely
contmuous superVlSlon and control of the mdividual by USAID/Guatemala offiCIals, a
nonpersonal servIces contract was the appropnate chOIce (If USAID/Guatemala had
decIded that a personal serVIces contract was more appropnate, It could have awarded
one smce It had a vacant U S personal serVIces contractor pOSItIOn aVailable at the tIme
It awarded the nonpersonal serVIces contract)

In summary, sound programmatic reasons supported the mISSIOns' use of long-term nonpersonal
serVIces contracts WIth mdIVIdual U S CItIzens, and, m awardmg such contracts, the mISSIons
complIed WIth SectIons 37 101 and 37 104 of the Federal AcqUISItIOn RegulatIOns

4
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Management Comments and Our EvaluatIOn

We provIded a draft audIt report to the Deputy AssIstant AdmInIstrator for Latm Amenca and
the CarIbbean, USAID/Guatemala, and USAID/Honduras, who all stated that they had no
comments to offer on the draft report

5
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AppendIx 1
Page 1 of 2

SCOPE AND

METHODOLOGY

Scope

We conducted our audIt m accordance wIth generally accepted government audItmg standards,
except as dIscussed below The audIt fieldwork was conducted from February 3, 1997 through
June 12, 1998, and covered the penod from Apnl1, 1996 through February 3, 1997 To IdentIfy
nonpersonal servIces contracts WIth mdividual U S CItIzens awarded by mISSIOns m the Latm
Amenca and CarIbbean regIOn durmg thIS penod, we surveyed the mISSIons m the regIOn, askmg
them to provIde baSIC mformatIOn on each nonpersonal serVIces contract such as the contract
number, amount, and penod of performance Where the penod of performance was for one year
or more, we exammed contractmg documents and correspondence and mterviewed USAID
offiCIals at the mISSIons that awarded the contracts

The audIt was subject to several sIgmficant lImItatIOns

• As the audIt objectives mdicate, the audIt only covered nonpersonal servIces contracts
WIth mdividual US CItIzens We dId not, for example, reVIew nonpersonal servIces
contracts WIth mstItutIOnal contractors or WIth foreIgn natIOnals

• In answermg the first audIt ObjectIve (concernmg the extent to whIch mISSIons m the Latm
Amenca and CarIbbean regIOn usmg nonpersonal serVIces contracts WIth mdividual U S
CItIzens), we relIed pnmanly on mformatIOn prOVIded to us by the mISSIOns We dId
perform tests to venfy the mformatIOn prOVIded by two of the mISSIOns, but, because we
dId not venfy the mformatIOn prOVIded by the other mISSIons, we have attnbuted the
mformatIOn m thIS audIt findmg to the mISSIOns themselves

• In answenng the second audIt obJectIve, (concernmg whether mISSIons m the Latm
Amenca and Canbbean regIOn used long-term nonpersonal serVIces contracts WIth
mdividual US CItIzens to CIrcumvent personnel ceIhngs), we hmited our conclUSIOns to
the four long-term nonpersonal serVIces contracts WIth mdividual U S CItIzens that were
IdentIfied durmg the audIt

• We dId not reVIew the management controls related to the audIt ObjectIves

• Our reVIew of complIance WIth apphcable laws and regulatIOns was hmited to revIewmg
comphance WIth SectIOns 37 101 and 37 104 of the Federal AcqUISItion RegulatIOns for
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AppendIX 1
Page 2 of 2

the four long-term nonpersonal servIces contracts WIth mdIvidual U S cItizens that were
IdentIfied durmg the audIt

Methodology

Our ImtIal survey covered all 16 mISSIOns m the Latm Amenca and CarIbbean regIOn We
venfied the mformatIOn reported by 2 of the 16 mISSIons by comparmg the mformatIOn they
reported to other contract lIstmgs avaIlable m the mISSIOns Where the surveyed mISSIOns
mdicated that they had awarded long-term (one year or more) nonpersonal serVIces contracts to
mdividual US CItIzens, we revIewed complIance With SectIOns 37 101 and 37 104 of the Federal
AcqUIsItIOn RegulatIOns Tms work consIsted pnmarIly of revIewmg contractmg documents and
correspondence and mtervIewmg USAID offiCials to obtam an understandmg of the work
performed by the nonpersonal servIces contractors and to determme whether the contractors were
subject to the type of superVlSlon and control usually prevaIlmg m relatIOnsmps between the U S
Government and ItS employees


