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U S AGENCY FOR 

INTERNATIONAL 

DEVELOPMENT 

RIG/San Salvador 

September 27, 1999 

MEMORANDUM 

FOR 

FROM 

SUBJECT 

USAID/Jamaica DIrector, Mosma H Jordan . (\ 

Aew-Wv H, ~!Y' 
RIG/A/San Salvador, TlIDothy E Cox <!:::----

Auillt of USAID/Jamruca ForeIgn ServIce Natlonal Severance 
Payments (Report No 1-532-99-009-P) 

ThIs memorandum IS our report on the subject audIt In finahzmg the report, we 
conSIdered your comments on the draft report Your comments on the draft report 
are Included m AppendIx II 

ThIs report contruns one recommendatIOn for your actIon Based on the InformatIon 
prOVIded by the MISSIOn, a management deCISIon has been reached on thIs 
recommendatIon A determmatIon of final actIon for thIs recommendatIon wIll be 
made by the Office of Management Plannmg and Innovatlon (M/MPI/MIC) when 
planned correctlve actlons are completed 

I appreCIate the cooperatIon and courtesy extended to my staff dunng the auillt 

Although It IS generally acknowledged that USAID world-WIde expends large sums 
for foreIgn serVIce natlonal separatlon and severance pay (both voluntary separatIOn 
and mvoluntary severance), the Agency does not compIle exphcIt data to tabulate the 
total amounts USAID does compIle data for one component, voluntary separatIon 
pay, for which mISSIOns are requrred to fund theIr habIhtles through a trust fund In 
fiscal year 1998, USAID expended $1 6 mIllion for voluntary separatlon pay In 24 
countnes 

In JamaICa, there IS no legal reqUIrement or EmbassylMIsslon requIrement for 
voluntary separatlon pay However, USAID/Jamruca, In accordance WIth local legal 
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reqUIrements as well as the Embassy pay plan, does proVIde severance pay for 
mvoluntary separatIOn Currently, tills IS an Important Issue because USAID/Jamruca 
IS undergomg a reorgaruzatIon and realIgnment of ItS entrre foreIgn serVIce natIOnal 
staff (45 POSItIOns) Therefore, all of ItS POSItIOns WIll be reclassIfied and opened for 
competItIve selectIon The total contmgent habllIty for mvoluntary severance 
payments, as well as payments m heu of advance notIce of separatIOn and 
accumulated bonus payments, amounts to about $900,000, although the MIssIOn 
expects to spend less than tills amount 

Audit Objective The purpose of t1us audIt IS to reVIew the accuracy of past severance payments to 
determme If USAID/Jamruca has a vulnerabIlIty m the severance payment process 

• SpecIfically, t1us audIt IS mtended to answer the followmg audIt objectIve 

Audit Flndmgs 
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Are USAID/Jamruca foreIgn serVIce natIOnal severance payment 
calculatIons accurate? 

AppendIx I descnbes the audIt's scope and methodology 

Are USAID/Jamalca foreign service national severance payment 
calculations accurate? 

Yes, for fiscal years 1997 and 1998, USAID/Jamruca dId calculate Its foreIgn serVIce 
natIonal severance payments accurately Nevertheless, we dId IdentIfy a lack of 
wntten procedures that the mISSIOn needs to address ThIs Item IS dIscussed below 
along WIth our recommendatIOn 

Severance Payment Calculations Were Accurate 

USAID/Jamruca prud severance payments to five mdIVIduals durmg fiscal years 1997 
and 1998 In addItIon to the actual severance payments, we also reVIewed the 
MISSIon's payments m lIeu of notIce and accumulated bonus payments to these five 
mdIvlduals The $56,033 m actual severance payments was correctly computed In 
addItIon, the $6,754 m accumulated bonus payments was correctly computed 
However, one of the five payments m heu of notIce had a small error The MISSIOn 
made $3,779 m such payments, but It should have prud an addItIOnal $2,368 to one 
mdIVldual who was mcorrectly determIned to be mehgtble for a payment m lIeu of 
notIce 

MISSion Procedures Are Lackmg 

The MISSIon does not have ItS own set of wntten procedures for severance payments 
Instead It rehes on Embassy guIdance for determmmg severance payments as well as 
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payments m heu of notIce Although helpful, the gmdance lacks specrficlty m 
several aspects such as exact calculatIon methodologIes are not specIfied m 
determmmg weekly salary levels or, ill the case of payment ill heu of notIce, the use 
of base versus gross salary In adchtIOn, venficatIon procedures are not specIfied In 
none of the five files reVIewed, was there a documented venficatIon by MISSIon 
officIals such as a calculatIon worksheet WIth SIgnatures by a preparer and a venfier 

RecommendatIon No 1 We recommend that USAID/Jamalca develop 
written procedures for severance payments that specify calculatIOn 
methodologies and the venficatIon process 

USAID/Jamruca agreed WIth the audIt recommendatIOn to develop wntten 
procedures for severance payments and has already Implemented a spreadsheet to be 
used for all future severance calculatIons that documents the calculatIOn 
methodology Based on USAID/Jamruca's response, a management deCISIon has 
been reached for the one aUcht recommendatIon 

USAID/Jamruca also made addItIonal comments on vanous aspects of the report 
FITst, the MISSIon noted that the answer to the aucht objectIve should be 
uneqrnvocally pOSItIve We chsagree As part of the aucht, we reVIewed the 
MISSIOn's management controls to ensure that calculatIons were accurate We 
determrned that the MISSIOn had a weakness ill ItS controls because It dId not have 
wntten procedures 

Second, the MISSIOn noted that our IdentIficatIOn of one mmor error ill determmmg 
ehgIbIhty for payments m heu of notIce be reflected as an Item separate and apart 
from severance calculatIons We agree We deleted the reference to the mmor error 
m the answer to the audIt objectIve The other sectIons of the aucht report already 
clearly dIstIngrnshes that, m adchtIOn to the actual severance payments, we also 
reVIewed the MISSIOn's payments m heu of notIce and accumulated bonus payments 

ThIrd, the MISSIOn noted that the spreadsheet (WIth maccurate formula assumptIOns) 
CIted ill our report was used by the MISSIOn for estImatmg contIngent foreIgn servIce 
natIOnal severance habIhty for budgetIng purposes only We agree and consequently 
dropped thIs Item from the audIt report 

Fourth, the MISSIon noted that the Controller's SIgnature on the Personal SeTVlces 
ContractIng ActIon Form (JF-62) should serve as adequate eVIdence of documented 
venficatIon We chsagree Although we presume that the Controller's SIgnature was 
based on an exammatIon of the supportmg documentatIOn and detaIl calculatIOns, as 
the MISSIOn stated, such documentatIon was ill none of the five files reVIewed, as our 
report stated Our recommendatIon, as well as the example spreadsheet proVIded by 
the MISSIOn, clearly address the need to document the calculatIon methodology and 
the venficatIon procedures for each future severance payment 

AudIt Report No 1-532-99-009-P 



• 

• 

• 

Scope and 
Methodology 

Page 4 of6 

Appendix I 

Scope 

The Office of the RegIOnal Inspector General/San Salvador conducted an audIt of the 
accuracy of USAID/Jamruca's severance payments for fiscal years 1997 and 1998 III 
accordance With generally accepted government audItIng standards For these two 
fiscal years, the MISSIon proVIded severance payments to five rndIviduals The audIt 
reVIewed $66,566 encompassrng three types of payments to these five rndIviduals (1) 
$56,033 of actual severance payments, whIch was the largest component, (2) $6,147 
of notIce pay for those rndIVIduals who receIved payment rn heu of notIce, and (3) 
$3,779 of accumulated, but pro-rated bonus pay The audIt was conducted at 
USAID/Jamruca from June 22, 1999 through June 25, 1999 

Methodology 

The purpose of thIs audIt was to determme If the MISSIon had a vulnerablhty III 

computIng accurate foreIgn servIce natIonal severance payments, especially ill lIght of 
Its large potentIal hablhty as It reorgamzes ItS entIre foreIgn serVIce staffing The 
audIt entaIled the reVIew of the calculatIon methodology, venficatIon procedures, and 
actual severance payments made m fiscal years 1997 and 1998 WIth regard to 
matenahty, rn order for the audIt objectIve to be answered affirmatIvely, the MISSIOn 
would have to have both (1) accurately calculated the severance payment m at least 80 
percent of the cases and (2) accurately calculated the total dollar severance payments 
WIthm 5 percent of the total 

In answenng the audIt obJectIve, we mterVIewed offiCIals as well as reVIewed and 
tested documentatIon at USAID/JamaIca Such documentatIOn mcluded orgamzatIon 
chart, staffing pattern, severance plan, local labor laws, EmbassylMIssion regulatIons 
and compensatIon plans, actual severance payment documents from fiscal years 1997 
and 1998, and prehmmary estImates of future severance payments In regard to local 
labor laws and EmbassylMIssIOn regulatIOns, we reVIewed those that could have a 
dIrect and matenal effect on severance payment calculatIons If not observed We also 
reVIewed apphcable mternal controls to obtam a suffiCIent understandmg of the deSIgn 
of relevant mternal control pohcles and procedures The audIt dId not mc1ude an 
assessment of the nsk exposure or the effeCTIveness of the mternal control systems 
because the audIt tested all foreIgn SerVIce natIonal severance payments durmg fiscal 
years 1997 and 1998 
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Appendix II 

Memorandmn 

To. 

Date 

He Audlt gfUSAJDfJamatca FSN Severance Pa;yttlCIlts (Report No I·S32-99"\GX·P) 

USAlDIJamalua appntGatu the work of yuur &bdf In l1Iv1ewlng MISSIon 
procec:lures on payment of FSN :sevemnce. We have reviewed the draft audit 
report and would bke to bnng the following to your attention 

1) ~ to 1I!e St.ape ami Metbodalogy fbt tIuI audit, USAIDUam:uc.a romplctely 
_Bcd the audttobjectlVCI and the audit answcf Ihwld be vnequlvocally POSItive. 
The MpOrl slJwld mako t1us ~1ear 

2) The mtnor etrOt fOr cae employee noted 10 )'OIlt report I. not aD. error rc:1atect to the 
subject of tho audIt, PSN scvcmncc pay:ntCD1! It was an error m dctcmunJOg eligibility 
for DC.'Illec pay. ""'ada IS ~ IIZICi apart n-cm all S~IPDeC: =Iw1abaus Wf'J 
rooOJlUJlend _ filrtbD satu ofa~. ~ rvpOIt br;, amJ.ml!ild to reflm: tlns ~ 

3) Yout rcpot'C dl!cusscs!be eprca<lllhcct used by Ibc Mimon for cstul1Atmg contingent 
FSN SliVGJ:anCG habJbty S~ tho ~d:sbc:t:t was uxl fur budg~ 1'urpasc::s and not 
calcuIabon ofpaymcDfS. the mmor dJffeIeDces In die c:aIculaacn fummlas were DOl: 
tQIJS1dered materW wbel1 ccnpued to Ibc other more sigruficant"!lalUbb The Miulon 
mamtams 1hc spreadsheet served rts mtended PUIpOSe and shwId not be dlSCWlsed 88 a. 
w=bcIs an the RpIXt 

4) As pomted out durmg1he audJwrs V1SIt. mro~ pa}'Dl(IIICs arv pxwessed liku all 
other F&N .wy II!Id bcmtit pa.ymcau and Me cnt1CIdIy revlCWCd by~ Mustoll. 

Coof;roHer at tbD tmm afpaytllCDt n:qaClt. Pad; of1hc ControDcr's MVICW II an 
CdlI:WIAuon of tile SIlpportUlg cIocumm1tIbon IIDdcl«'Id QIlklulll!Lo~ A3 venftcc1 by the 
adlWr.1QrthG h~madcby USAlDIlIlmillQ,1n ihcpan two ycaD, thcmwa.s 
DO mbtalcc in the ca1cDJadODS The CommDa;J1 mature M the lenooal $calces 
Con1r!!!tmg Amon :Form (JlI'..62) ad thl! enJe to OtsrlBton FSC ngulI!stmg 
PAyntcpt .baWd mye " edegg." mdens;e If dpmnen1ed ymfiu1w!t MlIlIlon 
bah8W.!l the report should be amended to mtloct tlns &ct 
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Appendix II 

Deleted -- Relates to Matter Not Included in F~nal Report 

USAIDRa.IIW= hac fakeD a maJl:lgamcnt deemoD to develop wrrtten procedurell for 
evet'll.llOe pl1ymmrts lind hu unplemtmted a. spI1il8dsbeet that documents the calculat10n 
sncthodvlosr Tlus spreadsheet will ~ foe- all £U~ IICVCt2II1CC cakll1attons .An 
example spmadahoct tcport is II1taChed .... MulSIOD WIll requOBt a derermmanon ot dnal actJon 
from tb= Office of~mcnt ~B aad 1Imowtu:m (MIMPIIMlC) mxIcl' 1Icpamtr: 
mamo by:no latcr1han 9/3O/P9 

MIllston wgcrly ~ yoar fiDal report. 

!I Due to pr1vacy concerns, the example spreadsheet was not 
1ncluded 
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