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June 10, 1999 

MEMORANDUM 

TO Actmg DIrector, USAIDlPhIllppIneS, PnscIlla del Bosque 

FROM' RIGlManda, Paul E Anns~~ 
SUBJECT Aucht of USAIDlPhIhppmes' ImplementatIon of the Federal Managers' 

FinanCIal Integnty Act, Report No 5-492-99-003-P 

Tlus IS our final report on the subject audIt We revIewed your comments to the draft 
report and Included them In their entIrety as AppendIx n The report contruns two 
recommendahons (pages 5 and 6) Both recommendahons are closed upon Issuance of 
thts report 

I apprecIate the cooperatIOn and courteSIes extended to my staff dunng the audIt 

Background 

The Federal Managers' FinanCIal Integnty Act of 1982 (FMFIA) establIshes requrrements 
WIth regard to management accountabIlIty and controls ThIs law encompasses program, 
operahonal, and admImstratIVe areas as well as accounting and finanCIal management 
Under the authonty of the FMFIA, the Office of Management and Budget (OMB) Issued 
CIrCular No A-123 1 to proVide detruled gUIdance for assIgmng federal managers the 
responSibIlIty for desIgmng management structures that helps ensure accountabIlIty and 
Include appropnate cost-effective controls 

OMB Crrcular No A-123 states that management controls are the orgaruzahon, polICIes 
and procedures used to reasonably ensure that (1) programs achIeve theIr Intended results, 
(2) resources are used conSIstent WIth agency IDlSSlon, (3) programs and resources are 
protected from waste, fraud, and nusmanagement, (4) laws and regulatIons are followed, 
and (5) relIable and timely informatIon IS obtruned, mamtaIned, reported and used for 
deCISIOn malang The Crrcular prOVIdes gUIdance to Federal managers on Improving the 
accountabIlIty and effectIveness of Federal programs and operatIons by establIshmg, 
assessmg, correctmg, and reportIng on management controls 

1 
OMB ClfCular No A-123 IS Management Accountability and Control 
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USAID has Issued Automated DIrectives System (ADS) Chapter 596, Management 
AccountabIlIty and Control, wluch proVIdes the Agency's polIcy and procedures for 
estabhshmg, assessmg, correctmg, and reportmg on management controls under FMFIA 
and OMB CIrcular No A-123 AddItIonal gmdance for assessmg the adequacy of 
management controls and annual mstructIOns for reportmg the status of management 
controls IS pen odIc ally proVIded by USAID's Bureau for Management's Office of 
Management Plannmg and InnovatIOn (MlMPI) 

Audit Objectives 

The Office of the RegIOnal Inspector General, Manila (RIGlManlla), audIted 
USAIDlPhIhppmes to answer the followmg audIt objectIves 

• Has USAIDlPhIlipplnes established management controls and 
periodically assessed these controls to identify deficiencies In 
accordance with the Federal Managers' Financial Integrity Act 
and related regulations and gwdance? 

• Has USAIDlPhilipPloes reported material weaknesses In 
accordance with the Federal Managers' Financial Integrity Act 
and related regulations and guidance? 

• Has USAIDlPhdipPloes taken timely and effective action to 
correct Identified management control deficiencies in accordance 
With the FederallVlanagers' Financial Integrity Act and related 
regulations and gUidance? 

AppendIX I mcludes a dISCUSSIOn of the scope and methodology for thIS audIt 
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Audit Findings 

Has USAIDlPhilippines established management controls and 
periodically assessed these controls to identify deficiencies in 
accordance with the Federal Managers' Financial Integrity Act and 
related regulations and guidance? 

USAIDlPlulIppmes has establIshed management controls and penodtcally assessed these 
controls to Identify deficIenCIes m accordance WIth the FMFIA and related regulatIOns 
and gmdance 

As stated above, FMFIA and OMB CIrcular No A-123 provIdes gUIdance for use by 
agencIes and managers to, among other thmgs, establIsh management controls and to 
penodtcally assess the adequacy of those controls Further, ADS Chapter 596, 
"Management AccountabIlIty and Control" mstructs mISSIOnS and cogmzant managers to 
(1) appomt a Management Control OffiCIal (MCO) to oversee and coordtnate 
management accountabIlIty and control Issues withm the mISSIOn, (2) ensure that 
appropnate and cost-effective management controls are establIshed, (3) contmuously 
perform management control assessments In accordance wIth Instructions Issued by 
US AID's Bureau for Management's Office of Management Plannmg and Innovation 
(MlMPl), and (4) establIsh a Management Control ReVIew COmmIttee (MCRe) to assess 
and mom tor deficIenCIes m management controls 

Moreover, MlMPI proVIdes annual gUIdance to mISSIOnS for conductIng FMFIA reVIews 
In conducting reVIews, mISSIOnS are Instructed to use eXIsting sources of mformatIOn to 
supplement management's Judgment m assessIng the adequacy of management controls, 
mc1udtng 

1) management knowledge gamed from daIly operatIOn of Agency programs and 
systems, 

2) management reVIews, 

3) Office of Inspector General and General Accountmg Office reports, and 

4) program evaluatIOns 

MISSIons are also Instructed to revIew the Agency's ADS In detenrumng nnSSlon 
comphance WIth Agency pohcles and essentIal procedures M/MPI prOVIdes a 
Management Control ChecklIst to asSISt In conductIng the reVIews The FIscal Year 1998 
ChecklIst contaIned 163 control techmques extracted from the ADS 
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In Implementmg the ADS, USAIDlPhlhppmes had appo1Oted the Controller as the MCO 
to oversee and coordmate management accountabIlIty and control Issues wItmn the 
MIssIon The MIssIOn had also establIshed a MCRC~ompnsed of Office Managers and 
headed by the Deputy MIssIOn DIrector-to provIde oversIght of ItS management control 
process 

Accord1Og to MIssIOn offiCials, the MISSIOn pnmanly follows the polICIes and procedures 
as stated 10 USAID's ADS When deemed necessary, the MISSIon Issues MIssIOn Orders, 
General Notices and memos to complement or further clanfy the ADS and to establish 
any needed polICIes and procedures For example, MISSIon Orders were Issued to 
delIneate authonty and responsIbIlIty wIth10 the MISSIon In other cases, 
USAIDlPhlhpp1Oes' Office of Fmancial Management (OFM) has WrItten procedures to 
control processes such as the SectIOn 1311 ReVIew and trust fund clearance 

USAIDlPhlltppmes took an organIzed and thorough approach m completmg the FISCal 
Year 1998 FMFIA Assessment As the lead office, OFM prepared a timetable for 
conduct1Og the reVIew lIst10g mIlestones and deadlInes The USAIDlPruhpp1Oes' 
Controller formally transmItted the MlMPI checklIst contrumng the 163 control 
techmques along WIth 1OstructIOns to cogmzant offices withm the MISSIOn The follow1Og 
table hlghlIghts the areas addressed by these control techmques 

CONTROL TECHNIQUES 

CATEGORY NUMBER 

Program ASSIstance 37 

OrgamzatIOn Management 7 

AdmInIstratIve Management 40 

Fmancial Management 44 

AcqUISItion and ASSIstance 27 

Audit Management Resolution Program 5 

Other 3 

TOTAL 163 
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Upon receipt of the checklIst, each office or strategIc objective team detenmned whether 
the controls In theIr assIgned areas were satIsfactory and noted any deficiencies The 
office/team then summanzed theIr evaluatIon on a control techruque worksheet, wInch 
was subrrutted to OFM After receIvmg thIs evaluatIon, the cogmzant OFM financIal 
analyst reviewed and valIdated both the ratmgs of controls and the conclUSIOns reached 
These conclUSions were subsequently reviewed by the MIssIOn's MCRC, whIch 
detenruned what actlOns should be taken on deficiencies and whether any deficIencies 
should be considered matenal weaknesseswhlch must be reported to the ASSIstant 
AdrrunIstrator for ASia and Near East Bureau (AAI ANE) 

In addttlOn to the annual FMFIA revIew, we deterrruned that the MIssion routmely 
assessed ItS controls For example, the MISSIOn's ExecutIve Office (EXO) was concerned 
over the adequacy of controls WithIn the Motor Pool and asked OFM to conduct a review 
OFM performed the reView and, as a result, the EXO Instituted a time-clock system for 

Motor Pool personnel 

RIsk Assessments Would Further 
Strengthen the MIsSIOn's FMFIA Process 

USAIDlPhIhppmes has establIshed the management controls outlIned In the ADS and, In 

some cases, has supplemented those controls However, we belIeve the MISSIOn could 
further strengthen the effiCIency of Its reVIew of those controls, by perforrrung a formal 
and systematic fIsk assessment of ItS operatIons and programs 

RecommendatIOn No 1 We recommend that USAIDlPlnbppmes determme 
whether a formal and systematic fiSk assessment would strengthen the 
effiCiency of Its FMFIA process 

Every Federal agency faces rIsks that could threaten the achIevement of Its obJecttvesilIld 
USAID IS no exception USAID as a whole, ItS field rrusslons and even offices WIthIn 
those rrusslOns face a variety of nsks from both external and mternal sources Risk 
assessment IS the IdentIficatIOn and analYSIS of posslble nsks to meeting objectIves and 
forrrung a basls for how those rISks should be managed or controlled Pnmarily, nsk 
assessment consists of managers askIng themselves what pOSItive outcomes need to occur 
and what negative outcomes need to be prevented m order for therr operation/program to 
succeed The manager would then 

1) Idenufy condluons that rmght mhlblt posluve outcomes and conmuons that rmght 
foster negauve outcomes (ldenufymg nsks), 

2) deterrmne the probabIlIty and Impact ofthose nsks (deterrmmng the level ofnsk
generally high, medmffi or low), and 
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3) based on the level of fIsk, set m place appropnate management controls to IIl1t1gate 
those nsks 

For example, maccurate mformatIon m progress reports can lead to erroneous decIsIons 
Accord1Ogly, 10accurate reportmg from USAID contractors and grantees would be a 
nsk-one that could have sIgmficant raIIl1ficatIOns (a lugh nsk) A manager Inlght 
IIl1tIgate that nsk by venfy10g reported mformatIOn dunng penodic site VISIts 

The benefits of nsk assessment are two-fold FIrst, by conduct1Og nsk assessments, 
MIssIon managers can ensure that they have establIshed management comrols that are 
appropnate to theu umque sItuatIon (ADS SectIOn E596 5 la reqUIres that cogmzant 
managers estabhsh appropnate controls) Second, by IdentIfymg the level of nsk 10 
operatIons and programs, semor MISSIon management can focus more resourcef) on lugb 
nsk areas and less resources on low nsk areas, thereby Increasmg Its efficiency and 
effectIveness 2 

Dunng our audIt, we found that certam IIl1SS10n managers were already conductmg 
"1OtUltIve" nsk assessments When a vulnerabIlIty came to their attention, they would set 
10 place an appropnate control We beheve that the MISSIon as a whole could benefit 
from conductmg a formal and systematic nsk assessment and usmg that assessment as a 
component of thelf FMFIA reVlew-a change whIch ultImately would make the reVIew 
more effectIve and effiCIent 

Has USAIDlPhilippines reported material weaknesses in accordan(.c 
with the Federal Managers' Financial Integrity Act and related 
regulations and gUidance? 

USAIDlPhlhpp10es dId not IdentIfy any matenal weaknesses to report 10 accordance WIth 
the FMFIA and related regulatIOns and gUIdance However, the MISSIOn's reportmg could 
have been Improved by disclosmg major concerns that were unresolved at the tIme of the 
SUbIIl1SS10n of ItS FMFIA certIficatIOn We belIeve that USAIDlPluhppmes could add 
value to ItS future FMFIA certifications by not only reportIng on matenal weaknesses but 
al'iO dIsclosmg major concerns that are unresolved at the time ItS certIficatIon IS made 

RecommendatIOn No 2 We recommend that USAIDlPhilippmes dISclose aU 
unresolved major concerns an Its future FMFIA certaficataons 

OMB CIrcular No A-123 reqUIres that a deficIency should be reported If It IS or should 
be of mterest to the next level of management ThIs allows the cham of command 

2 
The U S General Accountmg Office (GAO) recogmzes the benefits of nsk assessment and states that Management 

should be comprehensive m Its Identification of nsks at both the entity-wide and actlVlty level (GAO S December 1997 
proposed reVISIon of the Standards for Internal Control !O the Federal Goyemrnem) 
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structure to detenrune the relative Importance of each deficIency Along these hnes, 
USAJD's ADS Chapter 596 and MlMPrs FISCal Year 1998 FMFIA InstructIons reqUIre 
that mISSIOnS provIde a FMFIA certrficatIOn to the cognIzant AssIstant AdmInIstrator,3 
With a copy to MlMPI, on the overall adequacy and effectIveness of management 
controls ThIs certIficatIon should IdentIfy deficIencIes determIned to be matenal 

4 
weaknesses, 1Oclud1Og those that are not correctable withtn the mISSIOn's authonty and 
resources AddItIonally, we recogmze that MISSIons may have Issues of major concerns 
that cannot be defimtIvely categonzed as matenal weaknesses at the tIme oftherr FMFIA 
certIficatIOn We belIeve that dtsclosmg such Issues 10 therr FMFIA certIficatlOns would 
add value to the FMFIA process by alertIng the next level of management about potentIal 
problems 

In complYIng WIth MlMPrs gUIdance, USAIDlPhIhppInes submItted a FIscal Year 1998 
FMFIA certIficatIon to the AN ANE that dId not IdentIfy any matenal weaknesses The 
MIssIon dId not report the folloWIng two unresolved major concerns that, In our OpInIOn, 
were or should have been of Interest to the AN ANE and could have made ItS certIficatIon 
more InformatIve 

• The Year 2000 (Y2K) problem and 

• PhYSIcal Secunty at USAIDIPhIhppmes 

Concerrung the Y2K problem, an audlt6 conducted by RIGlMamla 10 1998 concluded that 
USAIDlPhIhpp1Oes-funded cntIcal systems-such as arr naVIgatIonal systems proVided to 
13 prOVInCIal arrports and a NatIonal Human Immunodeficiency VIruS Surveillance 
system-were at nsk of failure and, thus, USAIDlPhIhpp1Oes' development assistance 
accomphshments could be affected by the Y2K problem The audIt recommended that 
the MISSIOn establIsh a Y2K Workmg Group and develop an actIon plan 10 cooperatIon 

3 
For USAIDIPhIhppmes, the cogruzant ASSistant Adnnmstrator IS the AAlANE 

4 
A matenal weakness would (1) slgmficantly Impatr the orgamzatIon's ability to achIeve Its objectIves (2) result m 

the use of resources m a way that IS mconsistent With Agency mtSSlon, (3) VIolate statutory or regulatory requIrements, (4) 
result m a sIgmficant lack of safeguards agamst waste, loss unauthonzed use or mtsapPropnatIon of funds property or other 
assets (5) Impatr the abIhty to obtatn matntaIn, report and use rehable tImely InformatIon for decISIon malang or (6) permtt 
Improper ethIcal conduct or a conflIct of nterest 

5 
We define a major concern as a Issue which has a hIgh probablhty of (1) slgmficantly tmpatnng the orgaruzatIon's 

ability to achIeve its objectIves (2) resultmg 10 the use of resources In a way that IS Inconsistent With Agency mISSion (3) 
VIOlatIng statutory or regulatory requirements (4) resultIng m a sigruficant lack of safeguards agaInst waste loss unauthonzed 
use or mIsappropnanon of funds property or other assets (5) Impamng the ablhty to obtam mamta1O, report and use rehable 
tImely mfonnabon for deCISion makmg or (6) penrutt10g Improper ethical conduct or a confhct of 10terest 

6 
Audit of USAIDIPluhppmes Program-Funded Year 2000 SensItIve ActIVItIes, AudIt Report No 5-492-99-001-P 

dated November 30 1998 
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wIth the U S Embassy, Phlhppmes, to address tlns Issue RIGlManlla met WIth MIssIOn 
officIalS In August 1998 to fully dISCUSS ItS findmgs and conclusions The MIssIOn then 
establIshed a Y2K workmg group and, m September 1998, started workmg wIth the 
Embassy on Y2K planmng RIGlManlla's Y2K draft report was sent to the MIssion In 
September 1998, before the MIssIon made ItS October 1998 certificatIOn to the AAI ANE 

RegardIng phYSICal secunty, shortly after terronst bombIngs of U S EmbassIes In Kenya 
and TanzanIa m August 1998, the U S Congress expressed secunty concerns about U S 
EmbassIes worldwIde These bombIngs and the subsequent concern clearly demonstrated 
the Importance of phYSICal secunty Issues worldwIde Moreover, some partIes expressed 
concerns regardmg overall secunty m the PhIlIppmes Subsequently, a USAID secunty 
expert began an assessment m November 1998 and concluded that USAIDlPhIhppmes 
met the ForeIgn Affarrs Handbook reqUIrements 

MISSIOn offiCIalS stated that they dId not mclude these Issues m ItS FIscal Year 1998 
FMFIA certIficatIOn to the AAJ ANE because the extent of the problems were not fully 
known at the time of the certIficatIOn and, as a result, they were unable to determme 
whether these Issues were matenal weaknesses MISSIon OffiCIal') also stated that both 
Issues were targeted for further study by assessment teams from WashIngton Both the 
Y2K team and the secunty assessment team came m November 1998 

Reportmg unresolved major concerns, as well as the ultImate resolution of those 
concerns, to the next level of management IS necessary to ensure that management IS 

aware of such concerns so that appropnate actIon can be taken Reportmg concerns to the 
next level of management IS especIally Important when the problems may not be 
correctable withm the mISSIOn'S authOrIty and resources, whtch could be the case for these 
two major concerns It IS also Important m terms of fostenng a posItive mstItutIonal 
enVIronment of accountabIlIty, to ensure that an hIstoncal record of awareness of and 
attempts to resolve materIal weaknesses IS mamtamed If unresolved major concerns are 
not reported to the next level of management, there IS greater nsk that appropnate action 
to correct potential problems WIll not be taken 7 

7 
We noted that the phYSICal secunty and Y2K problems were dIscussed by MISSIon DIrectors m a worldWIde 

conference dunng November 1998 In Apnl 1999 USAID Issued Its Accountablhty Report and hsted Y2K-but not phYSICal 
secunty-as a matenal weakness 
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Has USAIDlPhilippines taken timely and effective action to correct 
identified management control deficiencies in accordance with the 
Federal Managers' Financial Integrity Act and related regulations 
and guidance? 

As descnbed below, USAID/Phthppmes has taken tImely and effectIve actIOn to correct 
deficIencIes It IdentIfied dunng Its FIScal Years 1997 and 1998 reVIews 

OMB CIrcular No A-123 and USAID gUldance state that agency managers are 
responsIble for taking tImely and effectIve actIon to correct deficIencIes IdentIfied 
Furthermore, correctIve actIOn plans should be developed and tracked mternally by each 
assessable umt 

We revIewed MISSIon actIOns on deficIencIes IdentIfied In Its FIScal Years 1997 and 1998 
FMFIA reVIews fu ItS FIScal Year 1997 reVIew, the MISSIOn IdentIfied 23 deficIencies, 
all of whtch It consIdered to be non-matenal weaknesses MISSIons are not requITed to 
report non-matenal weaknesses to the next level of management-the cogmzant ASSistant 
Adnumstrator-but are stIll requITed to take tImely and effectIve actIon to correct the 
defiCIenCIes Appropnately. the MISSIon developed mternal correctlve actlon plans and 
took tImely and effectIve actIOn to correct the defiCIenCIes Consequently, as of July 
1998, the MISSIon had taken the actIon necessary to correct VIrtually all of the 23 
defiCIenCIes 

The MiSSIon had also developed and Implemented correctlve actIons for the 18 non
matenal defiCIenCies IdentIfied m ItS FIScal Year 1998 FMFIA reVIew As of Apnl1999, 
the MiSSIOn reported that It had corrected 8 of those 18 defiCIenCIes 

Management Comments and Our Evaluation 

fu response to the draft audIt report. management of USAIDlPhthppmes concurred WIth 
the two recommendatIons contamed m the report statIng 

In general, we find the two recommendatzons czted zn the subject report 
supportlve of the Mzsszon IS efforts toward more efficlent and effectzve utlizzatzon 
of izmzted resources whzle ensurmg approprlate zntemal controls 

In response to RecommendatIon No 1, the MISSIon deCIded that a formal and systematic 
rIsk assessment would strengthen the effiCiency of Its FMFIA process The MiSSIOn 
stated that, gIven ItS lmuted resources and the sigruficant workload requIrements for such 
an assessment, It Will probably take at least two years to fully Implement the 
recommendatIOn The MISSIOn then presented a systematIc approach toward 
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implementmg thIS recommendatlo'1 Therefore, based on the MIssIon's plan to conduct 
rIsk assessments, RecommendatIon No lIS closed upon l1>SUanCe oftlns report 

RecommendatIon No 2 calls for the MIssIon to dIsclose all unresolved major concerns In 
future FMFIA certIficatlOns USAIDlPhlhppmes management agreed to dIsclose such 
concerns In the future and, agaIn, presented a systematIc plan 0('1 theIr approach to 
ImplementIng the recommendatlOn Based on the MIssIOn's plan to dIsclose unresolved 
major concerns In future FMFIA certlficatlon~, RecommendatIon No 2 IS closed upon 
Issuance of thIS report 

10 
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SCOPE AND 
METHODOLOGY 

APPENDIX I 

We audIted USAIDlPluhppmes' ImplementatIOn of the Federal Managers' Fmanclal 
Integnty Act (FMFlA) The audIt was performed In accordance WIth generally accepted 
government audItmg standards and was conducted from February 25 through AprIl 30, 
1999, at USAIDlPhIhppmes 

We audited the MIssIon's FISCal Year 1998 FMFIA assessment and deficIencIes noted 
under Its FISCal Year 1997 assessment The audit was not designed to Identify all the 
matenal weaknesses not reported by the MIssIOn, however, If any prevIously unreported 
weaknesses came to our attention dunng the audit, we mcluded these m our audit report 
Also, the scope of thIs audit dId not mclude a detruled analysIs of mdIvldual management 
controls to determIne theIr effectiveness 

The audit work Included reVIeWIng the MISSIOn's system for estabhshmg, assessIng, 
reportIng and correctmg management controls To accomplIsh the audit obJectives, we 
used the FMFIA, Office of Management dlld Budget Crrcular No A-123, General 
Accounting Office's (GAO) "Standards for Internal Control In the Federal Government," 
USAID's Automated DIrectives System (ADS) Chapter 596 on Management 
AccountabIlIty and Control, other ADS Chapters relatIng to Agency pohcles and essential 
procedures, and gUidance for assessmg the adequacy of management controls and annual 
Instructions for reportIng the status of management controls provIded to mISSiOnS by 
USAID 

We developed and used a questIOnnaIre when mtervIewmg the MISSIOn's Management 
Control OffiCIal, members of the MISSIOn's Management Control ReView COmmIttee and 
operating umt managers We also reviewed aVaIlable documentation on the FISCal Year 
1998 FMFIA reVlew, Includmg the IIstmg of management control deficiencles and 
management action plans for correcting those defiCIenCies We reviewed the MIssIOn's 
Fiscal Year 1998 FMFIA certificatIOn to the AAJ ANE on the overall adequacy and 
effectiveness of management controls, noted any matenal weaknesses Identified, and 
reVIewed the status of any matenal weaknesses or defiCIenCIes IdentIfied m the FISCal 
Year 1997 reVIew 

Fmally, we reVIewed recent Office of Inspector General and GAO audIt reports 
performed at USAIDlPluhppmes to Identify potential matenal weaknesses 
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Appendix II 
Page 1 of3 

lJ S AGENCY FOR INTERNATIONAL DEVELOPMENT 

Ramon MOQSClV$IlV Cenler BuOdng 
l6aO Ram BoIJevon:L Malate 1004 
ManIla PI'l8lpplnes 

MAY 2 5 1999 

FuNol 

Tel No 

632521 S241 
632 5214811 
63l-522-441l 

RECEIVED 
TO 

FROM 

SUBJECT 

Mr Paul Armstrong 
RIG/Man~la~ 

Patrlcla~~kle~
M1SSlon Dlrector 
USAID/Phlllpp~nes 

25 MAY 1J99 

Draft Report on the Audlt of 
USAID/Phlllpp~nes' Implementatlon of the 
Federal Managers' F~nancial Integrlty Act 
(FMFIA) Report No 5-492-99-00x-P 

USAID/PhlllPPlnes appreclates RIG/Manila's efforts and 
cooperatlon 1n complet~ng the subJect audlt, and for 
acknowledg1ng not only the M1SSlon S organlzed and thorough 
approach ~n cornpletlng the FY 1998 FMFIA Assessment, but 
also the M1sslon's tlmelyand effectlve lmplementatlon of 
actlons necessary to correct the management control 
def~c~encles ldent1fled 1n our FMFIA RevlewS 

In general we flnd the two recommendatlons c1ted ~n the 
subJect report supportlve of the M1SSlon'S efforts toward 
more efflC1ent and effectlve utlllzatlon of 11~ted 
resources whlle ensurlng approprlate lnternal controls Our 
speclflc comments and actlons taken to close these 
recommendatlons are as follows 

Rec9!!"'"U'aaticm lITo 1 We r.cOIIIIIUInc! that tTSAIl)/Philippin •• 
aet.:mine w~ther a fo:mal and. w,y.t~tic riak a •••• .ment 
WQula strengt~n thA effici.ncy of it. I'III!'IA proee ••• 

Comment. and. Action. Taken. 

The Mlss~on has determlned that a formal and systematlc r~sk 
assessment Nould strengthen the efflc~ency of 1tS FMFIA 
process However g~ven the M~SSlon s lim~ted resources and 
the slgn1f~cant workload requlrements for th1S assessment 
1~ w111 probably take the M1ss10n at least two years to 
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fully ~mplement ~t Our plan therefore, 15 to conduct the 
r1sk assessment--1n1t~ally to cover the 163 management 
control techn~ques conta1ned 1n the M/MPI checkl1st, and 
subsequently to ~nclude those management controls that are 
outs1de of the M/MPI c~eck11st From th1S assessment, a 
rank1ng of r1sks as h1gh, med1um low or 1n some cases not 
appl1cable or not s1gn1f1cant w111 be made upon wh1ch a 
Management Control Plan (MCP) out11n1ng what r1sks need to 
be rev1e~ed how often and what type of reV1ew 1S to be 
app11ed w11l be developed 1mplemented and per10d1cally 
updated as appropr1ate 

The MCP w111 ensure a more eff1c1ent and effect1ve' 
ut111zat10n of our l1m1ted resources S1nce the focus and 
frequency ot the reV1ew w11l now depend on the degree of 
r1sks ass1gned to each of the management control techn1ques 
as opposed to d01ng a comprehens1ve test1ng of all these 
techn1ques everyt1me the annual FMFIA Rev1ews are conducted 
To support the 1mplementat10n of th1s plan a r1sk 
assessment tra1n1ng w111 be prov1ded to the M1SS1on staff 
As d1scussed dur1ng the eX1t conference we apprec1ate RIG S 
w1111ngness to ass1st the M1SS1on w1th th1s tra1n1ng glven 
ltS expertlse 1n th1s area 

Based on the above M1SS10n actlons we request that th1S 
recommendat10n be closed upon 1ssua~ce of the f1nal audlt 
report 

RaClomJl1endation NO 2' We rCClOllllDena that USAJ:D/Philippinee 
di8close all unresolved major concerns in 1tS future FMFZA 
certifications 

COD'IIII.6nts and Actions 'rakan 

USAID/Ph11_PP1nes agrees to d1sclose all unresolved maJor 
concerns 1n 1tS future FMFIA cert1flcatlons To 1mplement 
thlS recommendatl0n the ~lSS1on s Management Control ReVlew 
Commlttee w111 reV1ew each maJor concern to determ1ne 
whether each has a potent.al for be1ng a materlal weakness 
ThlS determ1nat10n w111 be based upon the 5 ADS cr1terla for 
ldent1fY1ng a material weakness If a maJor concern has the 
potent1al for belng a materlal weaRness thlS wl11 tnen be 
documented and ln~luded 1n the M1SS10n s FMFIA cert1f1cat10n 
for report1ng to the ne~t level of management, Wh1Ch 1S the 
ASs1stant Admln1strator for the AS1a and Near East Bureau 
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Based on the above M~ss~on act~ons, we request that th1s 
recommendatlon be closed upon lssuance of the flnal report 

cc KSchooler/H/MPI, USAID/W 
JGaughran/M/MPI ( USAID/W 
MLewellen/ANE ORA USAID/W 


