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FOREWORD

This document presents the FY 1998-2002 strategic plan for the USAID Office of Inspector General.

Thisisthe second plan which consolidates the long-term audit, investigations, and security activitiesinto asingle
document. The plan articulates goals and objectives which serve as aframework for our work over the next five years.



While this plan serves as our general long-range strategy, it is supplemented by an Annual Plan. Change in our
environment, such as new laws and changing priorities, will require usto provide for a periodic assessment of our plans
for conducting OIG business over the next five years.

The office welcomes insight from those who read this plan. We appreciate comments from readers which will serve to
enhance our future planning and allow us to better meet the interests of those who use our strategic plan.
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INTRODUCTION

L ong-Range Planning

L ong-range planning provides an organization with the opportunity to clearly establish how it will operate for an extended
period of time. This approach is not only an effective and more efficient way to operate, it also prepares an organization to
be more responsive to a changing environment.

Long-range planning requires an organization to clearly state its mission as well asits goals and objectives for carrying
out operations. Long-range plans should a so outline environmental factors—assumptions—which will impact
implementation of the plan. The plan presented on the following pages is our vision of the work the USAID Office of
Inspector Genera (OIG) will be doing for the next five years.
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Authority and Responsibility

The USAID Office of Inspector General was established on December 16, 1980 by Public Law 96-533 which amended
the Foreign Assistance Act of 1961. On December 29, 1981, the President signed the International Security and
Development Cooperation Act of 1981, bringing the USAID Inspector General under the purview of the Inspector General
Act of 1978.

The USAID Inspector General heads an organization responsible for audit, investigation, and security relating to USAID's
programs and operations. The OIG is authorized by statute to also provide services to the Overseas Private Investment
Corporation and the International Devel opment Cooperation Agency.

The Inspector General Act of 1978 (IG Act), as amended, authorizes the Inspector General to conduct and supervise audits
and investigations. As aresult of thiswork the OIG recommends policies to promote economy, efficiency and
effectiveness, and detect and prevent fraud and abuse in programs and operations of USAID. The Inspector Generd is
responsible for keeping the Administrator and the Congress fully informed about problems and deficienciesin USAID
programs and operations, as well as the necessity for, and progress of, corrective actions.

The Office of Inspector General has four major el ements: Audit, Investigations and Policy & References and
Management.
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Mission Areas

Audit: The Assistant Inspector Genera for Audit (AIG/A) is responsible for supervising the performance of audit
activities relating to USAID's worldwide foreign assistance programs and USAID operations. Audit activitiesinclude
performance audits of USAID programs and management systems, financial statement audits as required under the
Government Management Reform Act (GMRA), and financial audits of grantees and contractors.

I nvestigations. The Assistant Inspector General for Investigations (AlG/I) is responsible for supervising the performance
of investigative activities relating to USAID foreign assistance programs and USAID operations. These include



investigations of criminal, civil, and serious administrative violations involving USAID's worldwide operations. The
Assistant Inspector General for Investigations also operates the USAID Inspector General Hotline.

Policy & References and Management : Policy & References and the Assistant Inspector General for Management
provide advice and guidance to the Inspector General and the Assistant Inspectors General on legal, administrative,
financial, and personnel matters. The Assistant Inspector General for Management is directly responsible for
implementing and administering personnel, budgetary, contracting, logistical, information resource management, and
administrative activities for the OlG's Washington, D.C. offices and the overseas regiona offices.
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Reinvention

USAID has been designated as a"reinvention laboratory” under the National Performance Review. This has led to many
changesin the nature and scope of its global programs and operations. The OIG has responded with its own adaptations to
the rapid change at USAID. The OIG has reorganized both at headquarters and overseas. In addition, there continues to be
new Congressional requirements fostering agency accountability and emphasis on results. The OIG has arolein assisting
USAID meet the new requirements and on reporting on USAID progress. The OIG will continue to assess its Washington
and overseas operationsin view of the internal and external changes at USAID. This plan presents the OIG's long-range

plan to meet the challenges of our future.
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Consultationswith Partnersand Customers

Understanding the views of our partners and customers and ensuring that those views are addressed in conducting our
work isvital to the overall success of OIG operations. Traditionally, we have worked with both USAID and Congressin
soliciting input to work plans. We will continue that effort.

We have recently held a series of customer surveys and focus group meetings to take the consultation process to a higher
level. While this endeavor is still awork in progress, we believe it will provide clearer input into planning our work and
lead to better understanding of the OIG role.
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ENVIRONMENTAL FACTORS

The success of five-year planning depends a great deal on assumptions about the environment within which an
organization operates. Those assumptions will be tested and revised or discarded as necessary and new assumptions will
be introduced. The following pages discuss from aFiscal Y ear 1997 perspective the essential assumptions that we are
making about USAID and the OIG.

USAID will be smaller: Not long ago, USAID had a presence in over 120 countries and missionsin more than 70
countries. The Administrator has stated that by the year 2000, USAID activities will be carried out in approximately 75
countries with about 30 full-scope devel opment missions and ten small, non-traditional offices (transition missions). The
decrease in USAID operations from 120 to about 75 countries means that programs will be terminated, graduated, or
transformed into limited programs managed by non-governmental organizations (NGOs) and private sector resources.
USAID activities, especialy in the Africa (AFR) and Latin America and Caribbean (LAC) Bureaus, may experience
decreases in funding and personnel. Activitiesin the Europe and New Independent States (ENI) region are already
scheduled for completion shortly after the turn of the century.

USAID systemswill change: USAID operates more than 40 "legacy” management information systems which it istrying
to replace with a single integrated system. USAID's New Management System (NMS) is being designed to improve
budgeting, procurement, contracting, and other processes while decentralizing policy and implementation decisions to



field units. USAID hopes this system will enhance management oversight and, at the same time, allow for decentralizing
program policy and implementation processes. The NM S has experienced significant design and implementation problems
which call into question USAID's ahility to replace its inadequate current systems in the near future.

USAID activitieswill be vulnerable: When USAID expands, contracts, changes direction, or develops and undertakes
new and innovative activities, different vulnerabilities must be recognized.

Reduced Staffing Levels: USAID has reduced the level of oversight provided by U.S. direct hire (USDH) career
employees and increased its reliance upon outside contractors, private voluntary organizations (PV Os) and NGOs, U.S.
personal service contractors (PSCs), and foreign service nationals (FSNs) to make decisions and provide supervision over
USAID activities. Experience has shown that reduced USDH presence can lead to increased vulnerability and the
likelihood that fraud and abuse may go undetected or unreported.

Program Direction : USAID anticipates moving to fewer bilateral missions, managing more activities from regional or
centralized offices, reducing USDH and FSN staffing, and increasing reliance on PV Os and NGOs. USAID activities have
been especially vulnerable during periods of rapid change in direction, i.e., when opening or closing overseas missions.

. When USAID initiates activitiesin new areas, program design is often innovative and different (e.g., programsin
ENI have little resemblance to those in LAC). USDH and USPSC employees are new to the area and FSN
employees may be new to USAID procedures and U.S. business practices. During these initial set-up phases, the
OIG needs to work closely with USAID to ensure that risks are recognized and program designs address potential
steps to reduce vulnerabilities.

b. When USAID eliminates programs, there can be increased reliance on non-USDH employees during the " phase
out" period. Programs may be more vulnerable to fraud and abuse at such times. Moreover, because indicators of
financial irregularities often surface some time later, often months after transactions are in the pipeline or after
activities are completed, the closing of missions does not immediately decrease the need for audit oversight or
investigative vigilance. Often the reverse is true and a closing activity presents increased need for OIG attention
and response.

OI G Field Locations and Staff Distribution may change in response to functional needs:

Staff Size and L ocation : We anticipate no change in OIG staffing levels. Staff members may be relocated or reassigned
within the OIG to meet functional requirementsin response to external factors, e.g., changesin USAID overseas Mission
staffing or location.

Training: We recognize that changes currently underway in both USAID and OIG management systems, as well as
unanticipated systems advances likely to occur in the future, will require a continuing commitment to developing job skills
and training opportunities for all employees.

Budgetary Levels: We anticipate a"straight-lined" budget for the immediate future.

Top-of-Page

Position Allocations for Fiscal Year 1998

POSITIONS

Audit 126




Investigations 30

Policy & References 32
and Management

Total 194
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MISSION, GOALS, PERFORMANCE MEASURES, AND OBJECTIVES

The OIG Mission and Principles

Themission of the Office of Inspector General isto promote and preserve the effectiveness, integrity, efficiency,
and security of the U.S. Agency for International Development.

In accomplishing our mission, the OIG Team will show commitment to:

Partner ship by striving to understand development; work with USAID to promote development; understand the entire
OIG program and its impact on development; help management find solutions to problems; and remember that our success
is measured by the success of our colleagues and partners.

Integrity by striving to display character, decency, and honor in everything we do; work openly and fairly with our
colleagues and partners; acknowledge what works and what doesn't; show respect for one another; maintain quiet
independence to ensure objectivity and impartiality; and accept responsibility for our own actions.

Excellence by striving to produce work that has distinction, merit, quality, and impact; work efficiently with highly
trained people who enjoy equal opportunitiesto excel; deliver products which are accurate, timely, complete, concise, and
meaningful; and present work in away which is most useful to responsible officials.
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Goals and Performance M easur es

The goals of the OIG are defined by our Strategic Framework and are related directly to the statements on Mission and
Principles. Each goal, articulated below, has accompanying performance measures that describe what we expect to
accomplish. This concept of goals and related performance measures is what drives the specific work to be accomplished
during the next five years. That work is detailed later in this document in the section on implementing annual plans.

Performance measures for goals are a means to assess the OIG's long-term impact on USAID operations. It isobvioudly a
very difficult task to measure OIG impact--especially because we have no line authority over USAID management.
However, it is essential that we be in a position to demonstrate whether we are successfully carrying out our legidative
mandate and our mission in partnership with USAID management.

With amission to promote and preserve USAID's effectiveness, integrity, efficiency and security, our challengeisto
show, over along period of time, whether USAID isimproving or declining in these areas. Additionally, we should



measure, wherever possible, the impact of OIG actions.

Historically, the OIG community has focused on performance measures such as the number or amount of increased
efficiencies, amount of funds recovered, number of cases successfully prosecuted, or number of security investigations
completed. The following goals and performance measures include traditional measures and USAID's progressin reaching
positive goals in the OIG Mission Statement and the IG Act.
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GOAL

The OIG and USAID management will work as partnersto promote and preserve
USAID's effectiveness.

M easures. The OIG and USAID management contribute to USAID's effectiveness as demonstrated by the extent that
USAID:

« has measurable performance targets,

« has adequate systems which report performance;

« achieves or ison schedule to achieve performance targets;

« changes strategies when performance targets are not met; and

« makes positive, systemic changes in the way it does business as a result of investigative efforts.

Objectivesand Work in Support of the Effectiveness Goal

Audit will maintain flexibility addressing significant issues affecting USAID effectiveness. However, it will increasingly
orient its operations under this goal to focus upon two primary areas of concern, namely:

« USAID'simplementation of the Government Performance and Results Act ("Results Act” - or GPRA); and

« USAID'simplementation of the Clinger-Cohen Act, most specifically in its development and implementation of a
comprehensive and redesigned management information system, commonly referred to as the "New Management
System” (NMS).

AIG/A's objectives will be to:
« work with USAID to implement Results Act requirements; and
« work with USAID to implement acceptable information management systems.

AIG/A began examining USAID's implementation of the Results Act during fiscal year 1997. We will continue this effort
by:
1. scheduling performance audits of USAID's five strategic goals over a multi-year period. These audits will
determine whether USAID's goal-oriented operations comply with Results Act requirements, namely, does USAID
(a) have adequate performance targets, (b) have adequate results reporting systems, (c) achieve targeted results,
and (d) change strategy when planned results are not achieved;

2. reviewing USAID's annual Performance Plans, which USAID must submit to OMB during fiscal years 1998
through 2002, for compliance with Results Act requirements.

AIG/A will begin examining USAID's compliance with specific requirements of the Clinger-Cohen Act in fiscal year
1998 and continue auditing this area throughout the five-year period. We began reviewing the NMS during fiscal year
1996, intensified our focusin fiscal year 1997, and will continue auditing the NM S through its full development and
implementation.
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GOAL

The OIG and USAID management will work as partners to preserve
USAID'sintegrity.

M easur es: The OIG and USAID management contribute to USAID's integrity as demonstrated by the extent that USAID:
« has personnel whose integrity has been favorably assessed in accordance with national policy;

« has personnel cleared for access to classified national security information whose integrity has been favorably
reassessed in accordance with national standards;

« haszero instances of espionage or deliberate compromises of national security information;

« hasaccurate and reliable financial systems, files, records and available underlying supporting evidence;

« identifies and resolves materia internal control weaknesses in financial management practices;

« identifies and resolves instances of noncompliance with applicable laws and regulations;

« identifies funds owed to USAID and ensures payment of debts owed by USAID;

« makes measurable progress toward reliable financial reporting by both USAID and its external recipients;

« has employees, foreign service nationals, and contractors with sufficient knowledge to identify possible integrity
praoblemsin USAID programs or operations,

« has employees, foreign service nationals, and contractors who identify integrity problems on atimely basis and
take steps to address them; and

« takes appropriate action based on investigative findings.
Objectivesand Work in Support of the Integrity Goal

Audit will perform audits in compliance with the Government Management Reform Act (GMRA) and Chief Financial
Officers Act supplemented by audits of contractors and grantees (U.S. and foreign based), under the requirements of the
Single Audit Act and USAID policy extending the Act's principles to non-U.S. contractors and grantees. It will also audit
USAID activity to implement the provisions of the Federal Financial Management Improvement Act (FFMIA) and
Federal Managers Financia Integrity Act (FMFIA). AIG/A's objectives will beto:

« work with USAID in implementing the requirements of the Government Management Reform Act of 1994 and the
Chief Financial Officers Act of 1990, and in producing overall financial statements which accurately present
USAID operations;

« ensure complete audit coverage of USAID's grants and contracts;
« work with USAID in implementing compliance reporting requirements of the FFMIA ; and

« work with USAID in addressing al areas of material internal control weakness identified in its annual FMFIA
reports.

I nvestigations will conduct investigations of criminal, civil, and serious administrative violations; provide evidence to the
Department of Justice, USAID decision makers, and others; and, furnish USAID personnd fraud detection and prevention
training.
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GOAL

The OIG and USAID management will work as partners to promote and preserve
USAID's efficiency.

Measures. The OIG and USAID management contribute to USAID's efficiency as demonstrated by the extent that
USAID:

« links coststo resuilts;

« has systems which accurately report costs and resullts;

« has demonstrated success in decreasing costs relative to results; and
« changes strategies when results diminish relative to costs.

Objectivesand Work in Support of the Efficiency Goal

Audit will perform audits and reviews that relate to USAID's efficiency. Most specifically, this work will focus upon
USAID'simplementation of the Chief Financial Officers (CFO) Act and upon USAID's reengineering initiatives.

AIG/A's objectives will beto:

« work with USAID to meet CFO Act requirements for accurate reporting (particularly of cost information),
integration of accounting and budgeting information, and performance measurement development and
implementation, by the close of the five year period; and

« work with USAID to meet its reengineering objectives by auditing or reviewing various aspects of those initiatives
such as budgeting, procurement and/or personnel reform throughout the five year period.
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IMPLEMENTING THE ANNUAL PLANS—Work from 1998 through 2002

Each year, the OIG develops and publishes a plan of the work it expects to accomplish during the fiscal year. These
annual plans detail the specific work for the major mission areas—audit, investigations, and security. That work is
designed to be consistent with the mission, goals, and objectives outlined in this strategic plan. In the following sections,
we present our vision for program coverage that the Assistant Inspectors General believe will be essentia to fulfilling the
OIG mission.

Audit

The audit goal isto help USAID implement its strategies for sustainable development and provide USAID managers with
information and recommendations that improve program and operational performance. In preparing a five-year audit
strategic plan, our purpose isto provide a framework within which all USAID programs and functions can be considered
for audit. The complexity of programs and functionsin USAID demand that our staffing resources are targeted at those
high risk programs and functions most vulnerable and in need of assistance.

We have found that a preponderance of our audit work is directly tied to legislative requirements applicable to USAID.
We are, therefore, focusing our audit activity during this period on USAID's efforts to implement requirements of :

o the Federal Managers Financia Integrity Act of 1982;

o the Chief Financial Officers Act of 1990;

o the Government Performance and Results Act of 1993;

o the Government Management Reform Act of 1994,

o the Single Audit Act as amended in 1996 (and USAID's extension of the Act's principlesto the overseas



environment);
o the Clinger-Cohen Act of 1996 (formerly the Information Technology Management Reform Act of 1996); and
o the Federal Financial Management Improvement Act of 1996.

In the sections that follow, we will describe the primary areas where we expect to focus our audit efforts and outline
general audit approaches.

The Federal Managers Financial Integrity Act of 1982 (FMFIA)

FMFIA requires affected Federal agencies to establish adequate internal accounting and administrative controls to prevent,
to the greatest possible extent, fraud, waste and abuse in Federal programs. Agencies must annually report to the President
and Congress whether their systems of internal accounting and administrative controls provide reasonable assurance that
internal control objectives are achieved.

Over the next five years, AIG/A involvement with USAID's FMFIA process will continue as follows:

« Eachyear, asin the recent past, AIG/A will review and provide USAID with comments upon the USAID's draft
FMFIA submission and its implementation of FMFIA.

o AIG/A will utilize USAID's annual FMFIA report as one factor in the OlG's annual planning exercise identifying
areas of USAID vulnerability and potential risk. This serves as the basis for allocating and focusing audit resources

each year.
o AlG/A's objectiveisto assist USAID in addressing each of the material deficienciesidentified inits FMFIA
reports.

Chief Financial Officers (CFO) Act of 1990

The CFO Act requires affected agencies to, among other things, develop and maintain an integrated agency accounting
and financial management system, including financial reporting and internal controls, which provides for:

« complete, reliable, consistent, and timely information which is prepared on a uniform basis and which is
responsive to the financial information needs of agency management;

« the development and reporting of cost information;
« theintegration of accounting and budgeting information; and
« the systematic measurement of performance.

AIG/A will periodically report upon USAID's conformance to these requirements of the CFO Act with the objective of
assisting USAID to implement these provisions.

Government Performance and Results Act of 1993 (" Results Act" or GPRA)

The Results Act requires affected Federal agencies to improve Federal program effectiveness and public accountability by
promoting a new focus on results, service quality and customer satisfaction. It requires that agencies develop and
implement plans for identifying program objectives and measuring program results. AIG/A will help USAID comply with
the Results Act by:

« auditing USAID's activity in its strategic goal areas and measuring its goal achievement progress; and
« reviewing USAID's progress in meeting Results Act planning and reporting requirements.

Strategic Goals

USAID hasidentified five strategic goals:
« encouraging broad-based economic growth;
« building democracy;
« protecting the environment;



« stabilizing world population and protecting human health; and
« providing humanitarian assistance and aiding in post-crisis transition.

USAID must properly plan its activities under each goal and measure its results by asking whether those activities
achieved defined, measurable objectives. We will give priority each year during this five-year period to auditing USAID
world-wide activity under one or more goals to determine whether USAID:

« developed performance indicators consistent with its goals;
« developed a system for collecting and reporting accurate performance information; and
« used performance information to enhance program effectiveness.

Requirements and Deadlines

The Results Act requires that each affected Federal agency develop annual performance plans (the first to be submitted no
later than February 1998), annual Performance Reports (the first due no later than March of 2000), and periodic Five-Y ear
Strategic Plan updates. AIG/A will review USAID plans and reports in the fiscal years in which they are developed to
determine whether the documents meet Results Act requirements.

Our objectiveisto assist USAID in meeting all requirements of the Results Act.
Government Management Reform Act of 1994 (GMRA)

GMRA requires that each affected Federal agency produce annual audited financial statements of its operations. Under the
Act, an agency must complete audited financial statements each year covering al of its accounts and associated activities.
These financia statements are to report not only the agency's financial position and operationa results, but must aso
provide further information allowing Congress and the public to assess management performance and stewardship of
agency resources. An agency must submit these statements to OMB no later than March 1 of the following year.

Under GMRA, USAID management is required, for the first time, to compile Agency-wide financial statements and
supplemental information. Management's ahility to develop and maintain adequate internal controls, accounting systems
and procedures to generate reliable financial statements will be critical to the success of USAID's annual reporting. To this
end, USAID is developing a new core accounting system known as the AID Worldwide Accounting and Control System
(AWACS). Once this system is fully implemented with a documented system of internal controls in accordance with the
U.S. General Accounting Office's Standards for Internal Control, we will audit to give management the assurance that the
controls for the system are in place and working.

Accordingly, each year during thisfive year period, we will audit USAID's consolidated financial statements; attest, if

possible, to their accuracy and to the accuracy of related program performance information; report on USAID's internal
control structure; and report on compliance in accordance with Government Auditing Standards and OMB Bulletin No.
93-06. Our objectiveisto assist USAID to produce financial statements which accurately represent USAID operations.

Single Audit Act (asamended in 1996)

The Single Audit Act requires affected Federal agencies to promote sound financial management, including effective
internal controls, with respect to Federal awards administered by non-Federal entities. In the spirit of this Act, the OIG
works continuously with USAID management to maintain the highest possible levels of financial integrity over USAID's
numerous grantees and contractors, while simultaneously minimizing the audit burden placed upon those organizations.
AIG/A, in conjunction with USAID management, maintains this required accountability through an interlocking network
of financia audit programs. These programs utilize the services of both Federal and non-Federal auditors. Non-Federal
auditors include both commercial firms contracted for by AIG/A or by recipients and indigenous host government audit
organizations (commonly termed " Supreme Audit Institutions™).

Audit Coverage of U.S. Grantees
USAID's U.S. grantees are generally audited under OMB Circular A-133 requirements (although AIG/A retains the

authority and capacity to audit specific grants and grantees using its own resources, should we deem this necessary).
AIG/A manages USAID's A-133 program, reviewing and distributing audit reports and reviewing a sample of auditor



working papers to ensure that these reci pient-contracted auditors maintain appropriate auditing standards. AIG/A tracks
audit recommendations until management reaches a decision in response to the recommendation. Over the next five years,
AIG/A will attempt to determine optimum detailed review and oversight levels necessary to maintain adequate
accountability over this program, given resource constraint realities. Our objective is to maintain appropriate coverage at
the lowest possible resource alocation levels.

Audit Coverage of U.S. Contractors

USAID's U.S. contractors must undergo agreement-specific audits under the terms of their individual contracts. While
AIG/A performs alimited number of such audits, most are performed by Federal auditors at the Defense Contract Audit
Agency (DCAA), under the terms of an interorganizational Memorandum of Understanding. AIG/A manages this
program, distributes resulting reports to appropriate parties, and tracks audit recommendations through management
decision. Over the next five years, AIG/A's objective is to continually review its management of this program to maintain,
and increase if possible, operational efficiency.

Audit Coverage of Non-U.S. Grantees and Contractors

While the OIG directly audits a limited number of USAID grants and contracts to non-U.S entities, the vast majority are
audited under a recipient-contracted audit program based upon OMB Circular A-133 principles. In-country public
accounting firms or Supreme Audit Institutions (SAls) generally perform these audits. AIG/A helps USAID maintain
accountability under this program by:

« determining the capacity of auditing entities to perform the audits;

« providing assistance and training for participating auditors, grantees and USAID personnel within the limits of
available OIG resources,

« reviewing final audit reports and a sample of auditor working papers for compliance with appropriate auditing
standards; and

« tracking audit recommendations until management decides upon a plan of corrective action.

Over the upcoming five-year period, AIG/A plans to improve program effectiveness and efficiency by identifying and
working with alimited number of SAls having both the potential and willingness to perform such audits. Our objectiveis
to work with USAID management to provide complete accountability over USAID contracts and grants and increase the
number of SAls participating in the program.

In addition, where |abor-intensive (and relatively expensive) audits would not be cost effective, USAID often obtains the
services of independent public accounting firms (U.S. and non-U.S.) to maintain accountability over non-U.S. contractors.
Under this program, USAID management can use such firms to review specific contracts or contract provisions. While
financial services contracts cannot be used to obtain audits in accordance with U.S. Government auditing standards, they
can be used to obtain virtually all other forms of financial services. The OIG monitors and oversees audit coverage of such
contracts to ensure that the program is operating effectively and efficiently, that audit provisions are being observed, and
that the services are used only for authorized purposes. Over the next five years, the OIG will continue working with
USAID management to maintain accountability over such contracts.

The Clinger-Cohen Act of 1996 (formerly the Information Technology Management Act of 1996)

The Clinger-Cohen Act requires affected Federal agencies both to designate a Chief Information Officer and to put in
place systems for effectively applying performance and results-based management principles to the development,
acquisition and maintenance of information technology systems.

USAID has undertaken a significant redesign and redevel opment of its entire spectrum of information technology systems.
This"New Management System” (NMS), consisting of multiple, distinct-but-integrated subsystem modules, isintended,
upon completion, to manage accounting, program, and operational information throughout USAID. As costs have risen,
USAID has experienced development and implementation problems with NMS.

Over the next five years, AIG/A will periodically report upon USAID's compliance with the specific terms of the
Clinger-Cohen Act. It will also report at least once each year upon the status of USAID's information system redesign
exercise, until such time as the new system is fully functional. We expect that thiswill result in at least one audit report



focusing upon USAID's information systemsin each of the next five years. Our objective isto assist USAID in developing
and implementing acceptable management information systems.

Federal Financial Management | mprovement Act of 1996 (FFMIA)

FFMIA requires affected Federal agenciesto implement and maintain financial management systems that comply
substantially with Federal financial management systems requirements, applicable Federal accounting standards, and the
U.S. Government Standard Genera Ledger at the transaction level. The Act is effective for the fiscal year ending
September 30, 1997.
Conforming to the Act's requirements, AIG/A will, as applicable, in each of the next five years:

« report whether USAID has complied with the Act inits annual audit required under 31 U.S.C. 3521(e);

« provide specific information in the audit report if USAID's financial systems do not meet Act requirements; and

« includein the OIG's Semiannual Report to the Congress any instances and reasons when USAID has not met
intermediate target dates established in any remediation plan which USAID devel ops and implements under the
Act.

AIG/A's objective isto help USAID implement the provisions of FFMIA.
Auditing USAID's Reengineering Activities

USAID's reinvention or reengineering began in 1994 with the establishment of its ten experimental laboratories. It is now
being performed throughout USAID. Reengineering is defined by the USAID as:

Theradical redesign of business processes, jobs, structures, and controlsto achieve dramatic
performance improvementsin cost, quality, customer service, and efficiency. Theterm reengineering
isused interchangeable with the term reinvention.

Specifically, USAID envisioned, and is beginning to implement, reforms in several system areas including:

1. strategic planning;

budgeting and allocation of financial resources,

obligations and authorizations,

achieving results;

procurement;

judging results;

personnel; and

8. evaluation.

N o o bk wd

USAID's reengineering affects various operating functions within the Agency. It is the new manner in which USAID is
conducting operations in the above eight areas. USAID believes that by reengineering, it will be able to serviceits clients
more efficiently and effectively.

The strategy that we will employ to audit USAID's reengineering activities is to determine, through several different audit
approaches described below, whether USAID's reengineered systems are operating in an efficient and effective manner.

General Audit Approach

The following sections outline the most important aspects of implementing our audit strategy.

Individual Audit Objectives; All audits begin with objectives. Audit objectives can be thought of as questions about a
program or operation that the auditors are trying to answer. Objectives define the purpose of the review and provide the
focus for developing significant issues.

The first and most fundamental aspect of every audit is to ensure that the questions asked are the correct ones. How a



problem is stated has implications for the kinds of datato be collected, the sources of data, the analyses that will be
necessary, and the conclusions that will be drawn. Attention to the formulation of the audit questions (objectives) helps
focus the product on the needs of the intended recipient. In other words, the needs of the user in terms of information and
recommendations must be addressed by the questions posed. Because our work has been largely self-initiated, we have
had to ask these questions on behalf of ourselves and the users of our reports. We will increasingly involve USAID
managers in determining what problems they have and what questions they want answered about their programs. Audit
offices will consult closely with USAID managers and employees when formulating audit plans and objectives.

The audit objectives that will be part of this five-year strategy may be either normative (pertaining to a specific standard
such as alaw or regulation), descriptive, or cause-and-effect, and will focus on the purpose or goals set by USAID
management and the management practices that will improve program delivery. Criteria should be reasonable, attainable,
and relevant to the matters being audited. This means that the criteria used in setting the audit objectives will generally not
be existing internal control procedures or policies. Broad criteria such as technically devel oped standards or norms,
effective practices of other organizations or entities, and prior years performance will generally be used. In some cases,
the goal or purpose of the program being audited will be used as the criterion. Just as USAID is reducing the complexity
of its directives and handbooks, our criteria should reflect the same thinking. This will also help us attain our goal of
fostering an environment encouraging innovation and creativity.

Audit objectives, be they for financial or performance audits, should focus on end results rather than the processes of
getting to those results. Relating this back to the original premise of answering a question about a program or operation,
the question posed by the objective should not focus as strongly on the criteria but more on the results expected from the
program or operation.

Agency-wide Audits. The OIG will conduct Agency-wide audits of significant issues that have broad impact on USAID
headquarters and/or mission programs and operations. These audits may be directed by either Regional or Washington
audit offices and will generally cover several country programs, as well as bureau and other headquarters offices.
Significant issues that are relevant to the overall management of USAID programs will be developed each year prior to the
annual planning process. The purpose of these audits will be to provide high-level information to USAID managers on the
overal results of USAID programs and operations. The audit reports resulting from these worldwide reviews will

normally be directed to the appropriate USAID Assistant Administrator or higher level officials as the situation dictates.

Grantsto International Organizationsand Interagency Transfers:

Approximately $148 million flowed through USAID to International Organizations during the period October 1, 1995
through March 31, 1996. These funds flowed primarily to the United Nations and its agencies. The Foreign Assistance Act
reguires the Comptroller General of the United States (i.e., the U.S. General Accounting Office to audit such fundsif the
United States is the sole contributor to the organization or activity being funded. If the United Statesis not the sole
contributor, which is generally the case, there is no audit access provision and neither the GAO nor the USAID OIG is
empowered to audit such funds. In such cases, the receiving organization submits reports to donors attesting to the proper
use of the donated funds. Given these circumstances, and absent a change in existing legisation, USAID OIG plans no
audit coverage of such funds over the next five years.

Millions of dollars of funding flow through USAID each year to other U.S. Government agencies. These transfers are
authorized under Section 632 of the Foreign Assistance Act which addresses allocation and reimbursement of funds
among U.S. Government agencies. Where these monies are obligated by USAID prior to transfer, USAID retains audit
rights and responsibilities. Where the allocation to another Agency occurs prior to obligation, the receiving Agency incurs
audit responsibility. OIG will consider audits targeted toward those funds under USAID responsibility on an ongoing basis
throughout the five-year period.
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I nvestigations

AlG/I's principle goa isto work with USAID to protect and maintain the integrity of USAID and its programs. We do this
by investigating allegations of Federal criminal violations and serious administrative violations involving USAID
programs and personnel. Results of our inquiries involving criminal and civil violations are provided to the Department of



Justice (DOJ). Administrative matters are referred to USAID decision-makers. In carrying out our investigations, we
ensure they are conducted and reported in an independent, timely, objective, and impartial manner.

We demonstrate our commitment to partnership, integrity, and excellence by timely, balanced, and objective
investigations. We recognize our duty to protect the rights of employees and others during the course of our investigations,
we understand our responsibility to maintain the confidential nature of investigations, and we release information strictly
according to laws which protect privacy.

We will have developed an effective working relationship with USAID when (a) USAID employees, grantees and
contractors become more familiar with indicators of fraud and abuse and promptly report instances of potential fraud and
abuse to the OIG as required by law, (b) we do timely investigations that accurately document and report useful
information, and (c) our work product is used by criminal and civil prosecutors, aswell as by USAID management or
others, as the basis on which to take effective action.

We will measure our progress toward achieving this goal by using survey techniques (customer/client questionnaires and
focus-group discussions) and statistical analysis (e.g., number and type of inquiries initiated based on employee and
contractor referrals, exonerations, actions taken by USAID or DOJ as the result of investigative findings, etc.).

General Objectivesand Strategiesto Contributeto Improving Integrity Within USAID

We will address areas to:

« Develop relationships which encourage the exchange of information. Employees and contractors will be more able
and willing to share information regarding fraud, waste, and abuse in USAID programs after they understand their
reporting obligations, what they should report, the ease with which they may report, and are assured that protection
and confidentiality may be provided in certain situations. We will continue efforts to (1) educate USAID on what
to report, (2) make the ease of reporting (800 - Hot Line, OIG Mailbox, Email Hot Line) better understood, and (3)
maintain a Whistle-Blower hotline as required.

« Provide Federal prosecutors, USAID officias, and others who have to take action on the basis of our investigations
with the best, most timely and accurate information available. We will (1) promptly evaluate incoming information
and allegations, (2) help customers resolve issues which we will not investigate, and (3) discuss with customers
early in the investigative process any special needs or requirements they may have to facilitate appropriate action,
define issues, and focus investigative effort. Thiswill help usto develop and provide reports or other investigative
products which meet the express needs of our customers.

« Develop useful investigative findings and products. A1G/I experience shows that weak internal and management
controls often facilitate fraudulent activity. Investigators often identify weak controls and areas where programs
are vulnerable to fraud. Proactive initiatives are specifically focused on these areas. Our investigative activities
often result in USAID implementing changes and devel oping protective measures. Our objective isto develop
information useful for detecting or preventing fraud and to make it more readily available to USAID. Developing a
reputation that garners support and respect stems from providing the very best investigative services in time for our
customers and stakeholders to take proper action. We must understand our customers' needs. Our customersarein
the best position to help us design a better, more useful product (e.g., investigative services and reports) and
deliver it when, where, and in the form they need it. To accomplish this, AIG/I plansto (a) seek customers and
stakeholders' input to our planning process, (b) keep them informed of important investigative devel opments, (c)
provide timely work products that contain the kinds of information they need to take actions or make decisions,
and (d) work with them to bring investigative matters to closure expeditiously.
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EVALUATING THE OIG STRATEGY

The OIG conducts periodic internal Quality Assurance Reviews (QARS) of the operations of its Washington audit offices
and its overseas field offices. Additionally, the OI G participates with other Federal agenciesin triennial external peer
reviews of its operations. Both the QARs and the external peer reviews focus on professional standards.



At the present time, the OIG has neither evaluated its process for setting and revising goals and objectives nor has it
established a schedule for future evaluations. We realize that establishing a schedule of evaluationsto review the OIG's
accomplishment of its goalsis necessary, and are currently engaged in establishing benchmarks and quantitative indicators

to usein this process.
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GLOSSARY

AIG/A Assistant Inspector General for Audit
AlG/I Assistant Inspector Genera for Investigations
AWACS AlID Worldwide Accounting and Control System
CFO Chief Financial Officer
ENI Bureau for Europe and the New Independent States
EO Executive Order
FAM Foreign Affairs Manual
FAV Fully Armored Vehicle
FSN Foreign Service National
GMRA Government Management Reform Act
GPRA Government Performance and Results Act
LAC Bureau for Latin America and the Caribbean
NGO Non-Governmental Organization
NMS New Management System
OIG Office of Inspector General
OoMB Office of Management and Budget
OSCAR Office of Security Combined Automated Records
PSC Personal Services Contractor
PVO Private Voluntary Organization
QAR Quality Assurance Review
USAID U.S. Agency for International Devel opment
USDH U.S. Direct Hire Employee
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