STATES;
& 40%
74 usaiD RGN
* < ~ *

R

@)
%1'
S
2%
NAL D'

g 5 FROM THE AMERICAN PEOPLE

FISCAL YEAR 2010
AGENCY FINANCIAL REPORT

PARTNERSHIPS
<BETTER FUTURE



Schoolgirls at recess on June

18, 2010 at the Ecole Marie
Dominique Mazzarello in Port-au-
Prince, where USAID constructed
temporary classrooms after the
January 12 earthquake. More
than 4,000 Haitian schools were
damaged in the disaster. Ame-

lia, a 7-year-old student, bears a
scar from where a concrete block
struck her during the earthquake.

PHOTOS: KENDRA HELMER / USAID

ABOUT THIS REPORT

he Reports Consolidation Act of

2000 authorizes Federal agencies

to consolidate various reports in
order to provide performance, financial,
and related information in a more
meaningful and useful format. This
report satisfies the reporting requirements
of the following legislation:

e Inspector General (IG) Act of 1978
[Amended] — requires information on
management actions in response to IG
audits

e Federal Managers’ Financial Integrity
Act (FMFIA) of 1982 — requires
ongoing evaluations of, and reports on,
the adequacy of internal accounting
systems and administrative controls,
not just controls over financial
reporting but also controls over
program areas

e Chief Financial Officers (CFO) Act
of 1990 — requires better financial
accounting and reporting

* Government Management Reform
Act (GMRA) of 1994 — requires
annual audited agency-level financial
statements as well as an annual audit
of Government-wide consolidated
financial statements

* Federal Financial Management
Improvement Act (FFMIA) of 1996 —
requires an assessment of the agency’s
financial management systems for
adherence to Government-wide
requirements

e Improper Payments Information Act
(IPIA) of 2002 — requires agencies to
enhance the accuracy and integrity of
federal payments

e American Recovery and Reinvest-
ment Act (ARRA) of 2009 — requires
reporting on agency allocation of

ARRA funds to each state through

individual programs

Since FY 2007, the U.S. Agency for
International Development (USAID)
has elected to continue the production
of three separate reports in lieu of

a consolidated Performance and

Accountability Report (PAR).

e Agency Financial Report (AFR) —
provides complete details on relevant
financial results

e Annual Performance Report (APR)
— provides complete details on perfor-
mance results [to be submitted
in conjunction with the Congres-
sional Budget Justification (CBJ)
in February 2011]

e Summary of Performance and Financial
Information Report — summarizes the
AFR and APR in a brief, user-friendly
formart [available February 2011]

All three reports will be available at
http:/lwww.usaid.goviperformance.

There are three major sections to this
report. The first section, Management’s
Discussion and Analysis (MD&A),
provides an overview of financial results,
a high-level discussion of program
performance, management assurances
related to the FMFIA and FEMIA; and
information on the ARRA. The second
section, Financial Section, provides

the financial details, including the
independent auditor’s report, audited
financial statements, and a message

from the Agency’s Chief Financial
Officer (CFO). The third section, Other
Accompanying Information, includes a
statement prepared by the Agency’s Office
of Inspector General (OIG) summarizing
what the OIG considers to be the most
serious management and performance
challenges facing the Agency; tables
summarizing the financial statement audit
and management assurances; and IPIA
reporting details.
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A MESSAGE FROM THE

ADMINISTRATOR

Rajiv Shah

BACKGROUND

he U.S. Agency for International

Development (USAID) advances

U.S. foreign policy throughout
the world by promoting broadly shared
economic prosperity, strengthening
democracy and good governance,
improving global health and education,
helping societies prevent and recover
from conflicts, and providing humani-
tarian relief in the wake of natural and
man-made disasters.

MISSION

Over the past 49 years, USAID has

helped lift millions from poverty and
put countries on a path to sustainable
economic growth in partnership with

€€ Let’s move beyond the old,
narrow debate over how much
money we're spending and let’s
instead focus on results—whether
we’re actually making improvements
in people’s lives. 39

— President Barack Obama,
speaking to the United Nations General
Assembly, September 22,2010

local governments and civil societies,
private voluntary organizations,
universities, businesses, international
agencies, governments and interagency
partners. Our mission is to advance
broad-based economic growth, democracy
and human progress in developing
countries.

As we come upon our 50th anniversary, it
is both a time to reflect and an opportu-
nity to look forward.

Today, with the strong backing of the
Obama Administration, the Agency

is building on its legacy as one of the
world’s premier development agencies and
making new progress toward its ultimate
goal: creating the conditions where U.S.
assistance is no longer needed.

To do so, we are partnering with
developing nations and other actors
and making innovative use of science,
technology, and human capital to bring

the most profound results to the greatest
number of people. Fulfilling this mission
effectively motivates everything we do.

This also means we are fundamentally
changing the way we do business,
redoubling efforts where they have proved
successful, and taking a hard look at
where we can improve.

Like many government agencies and large
organizations, USAID faces its share of
management challenges. In the spirit of
providing maximum transparency, this
report includes the voluntary disclosure
of significant deficiencies USAID has
identified, and is now working diligently
to address.

In response to these and other challenges,
USAID has begun to roll out a series

of reforms in seven priority areas that
will strengthen the Agency’s capacity to
achieve high-impact development and
make smart use of limited resources.

These reforms, known collectively

as USAID Forward, encompass
procurement reform, talent management,
rebuilding policy capacity, strengthening
monitoring and evaluation, reasserting
budget management, committing to
innovation, and embracing science and

technology.

This ambitious reform agenda is both a
response to persistent challenges and a
path to a dynamic future.
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FISCAL YEAR (FY) 2010
HIGHLIGHTS

During FY 2010, USAID continued

to respond to worldwide development
challenges and humanitarian needs from
our headquarters in Washington, DC
and over 80 missions worldwide, while
also working to address serious manage-
ment and performance challenges and
improving how we deliver aid across

the globe.

Humanitarian Relief

FY 2010 saw two of the most devas-

tating natural disasters in recent history:
January’s Haiti earthquake and the summer
floods in Pakistan. In both disasters,
USAID led a whole-of-government
humanitarian response and was the largest
overall contributor of disaster relief aid.

Haiti. Since the January 12 earthquake,

the U.S. Government has provided more
than $1.14 billion in assistance to Haiti,
of which almost $663 million came

from USAID.

Immense challenges confronted our
recovery effort from the very beginning,
including debilitating mountains of
rubble and the threat of disease outbreak.

With USAID funding, more than
900,000 cubic meters of that rubble

has been removed through programs,
including cash-for-work, which offer
employment to Haitians. And working
with the Government of Haiti and the
international community, USAID and
our partners helped to vaccinate over one
million Haitians, which helped prevent
widespread disease.

While we were working to provide
short-term recovery, we were simultane-
ously designing investments in agricul-
ture and infrastructure projects that will

USAID FY 2010 AGENCY FINANCIAL REPORT

boost Haiti’s prospects for long-term
economic growth.

With the remaining FY 2010 allocation
and supplemental resources, USAID will
distribute close to another $1 billion to
support Haiti’s reconstruction over the
next two years, with up to $120 million
going to the Haiti Reconstruction Fund.

Pakistan. In Pakistan, USAID responded
swiftly and generously to help coordi-
nate a full-scale response to the massive
summer flooding—the country’s worst
humanitarian crisis in history, estimated
to have affected 20 million people.

In response to the floods, USAID is
promoting early recovery for populations
returning home, especially in the north.

€€ Development was once the
province of humanitarians, charities,
and governments looking to gain
allies in global struggles.Today it is
a strategic, economic, and moral
imperative—as central to advancing
American interests and solving global
problems as diplomacy or defense.)d

— Secretary of State Hillary Rodham Clinton,
speaking to the Center for Global Develop-
ment in Washington, DC, January 6, 2010

This includes cash-for-work programs,
cash grants, vouchers for seeds and agri-
cultural tools, and capacity building for
health personnel and communities.

Although the long-term effects of the
floods have yet to be seen, our efforts
largely curtailed the spread of water-
borne illness, a major threat in flood
areas, thanks, in part, to the Early Disease
Warning System that we had worked

to put in place years earlier with the
Pakistani Government.

Obur assistance strategy focuses on priori-
ties identified by the Pakistanis and puts
Pakistan’s Government and civil society in
the lead to move against them. Expanding
direct financing to the Government

of Pakistan is critical to encouraging
long-term Pakistani ownership of devel-
opment programs; however, it also
requires additional safeguards to ensure
accountability and transparent use of U.S.
taxpayer dollars.

Science, Technology, and
Innovation

For the last half century, much of
USAID’s greatest work and breakthroughs
have come through science, technology
and innovation. For instance, this year
saw a breakthrough in our cutting-edge,
women-centered programming to address
the HIV/AIDS epidemic. In July 2010,
the Center for the AIDS Program of
Research in South Africa (CAPRISA)

004 trial—which was majority-funded

by USAID and implemented in South
Africa with local partners—produced a
huge leap forward in women-controlled
HIV prevention. The trial demonstrated
that use of a vaginal microbicide gel
containing an antiretroviral drug known
as tenofovir can help prevent the transmis-
sion of HIV from men to women.

It was our commitment to science, tech-
nology, and innovation—pillars of the
USAID Forward agenda—that led to this
tremendous breakthrough in the global
fight against AIDS.

This year we also created offices of Science
and Technology, and of Innovation.

For the first time in 20 years, we have a
science and technology advisor and an
innovation counselor leading teams to
leverage science, technology and inno-
vation to meet the grand challenges in
global development.
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Since July 2010, USAID has held two
signature events convening developmental
practitioners with science and technology
thinkers: a conference on Transforming
Development through Science and
Technology, and an interactive Forum on
Science, Technology and Innovation at
the United Nations General Assembly.

In early October 2010, USAID unveiled
its first Development Innovation Ventures
(DIV) awards, totaling $1 million, to
eight companies and institutions working
on devices and technologies they believe
will move the needle on innovation in the

developing world.

Going forward, USAID will continue to
leverage the principles of science, tech-
nology, and innovation on many fronts,
not least of all to ensure the CAPRISA
trial results are confirmed and that at-risk
women worldwide are able to access this
unique form of prevention.

PRESIDENTIAL
INITIATIVES

Global Health Initiative

In recent years, USAID has demonstrated
results in our priority areas: maternal and
child health, nutrition, family planning,
HIV/AIDS, malaria, tuberculosis,
neglected tropical diseases, and pandemic
influenza.

Building on these successes, the Obama
Administration announced the Global
Health Initiative on May 5, 2009 with a
particular focus on bolstering the health
of women, newborns, and children

by combating infectious diseases and
providing quality health services. With a
$63 billion commitment, the Global
Health Initiative is an interagency effort
that emphasizes linkages among health
programs and across agencies to maximize

the sustainable health impact the United
States achieves for every dollar invested.

Feed the Future Initiative

Feed the Future, the U.S. Government’s
global hunger and food security initiative,
is designed specifically to increase sustain-
able market-led growth, particularly for
small and rural farmers, contributing

to an increase in rural incomes and a
reduction in the prevalence of poverty.

At the 2009 G8 LAquila Summit,
President Obama’s pledge of at least
$3.5 billion for agricultural develop-
ment, and food security over three years
helped to leverage and align more than
$18.5 billion from other world donors
in support of a common approach.

In FY 2010, the U.S Government,

led by USAID, developed and began

to roll out country-specific Feed the
Future implementation plans in 18
focus countries, a first step toward the
development of multiyear strategies
that leverage the capabilities of multiple
U.S. Government agencies.

Global Climate Change Initiative

The Global Climate Change Initiative,

a whole-of-government effort of which
USAID is a part, will invest the United
States’ fair share of approaching $30
billion over fiscal years 2010-2012 to
achieve reductions in greenhouse gas
emissions in developing countries and
promote climate change resilience and
adaptation. We will use the full range of
mechanisms—bilateral, multilateral, and
private—to invest strategically in building
lasting resilience to unavoidable climate
impacts, reduce emissions from deforesta-
tion and land degradation, and support
low-emission development strategies.

Financial Reporting and
Representation

For the eighth consecutive year, USAID
has earned unqualified opinions on

its financial statements, a representa-

tion that these statements fairly present
the financial condition of the Agency.
However, we incurred a single material
weakness related to reconciling USAID’s
Fund Balance with the U.S. Treasury.
USAID will prepare a plan to address this
continuing deficiency and invest resources
to assure better oversight of our funds.

For the fourth consecutive year, the
Agency has elected to prepare an Agency
Financial Report (AFR), rather than a
consolidated Performance and Account-
ability Report (PAR). Comprehensive
performance information, including
major performance accomplishments,
will be reported in the Annual Perfor-
mance Report (APR) and the Summary
of Performance and Financial Informa-
tion. These two reports will be available in
February 2011.

‘The Independent Auditor’s Report,
including the reports on internal control
and compliance with laws and regulations,
is located in the Financial Section of the
AFR. Issues on internal control, identi-
fied by management and the auditors,
including planned corrective actions and
timeframes, are discussed in the Manage-
ment’s Discussion and Analysis (MD&A)
section of this report. I hereby certify that
the financial data in the FY 2010 AFR are
reliable and complete.

With the support of Congtess, senior
officials in the U.S. Government have
made a significant commitment to
development through appropriations
that have more than doubled since 2001.
USAID recognizes that with additional
resources come additional responsibility.
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We are committed to managing these
appropriations in a transparent and
accountable fashion as we carry out a
mission that reflects the generosity of
the American people and improves the
lives of millions worldwide.

CONCLUSION

In September, at the end of the fiscal year,
President Obama addressed the United
Nations General Assembly, unveiling a
comprehensive global development policy,
the first of its kind for a U.S. president.
The President’s policy directive describes
development as a strategic, economic, and
moral imperative for our country, and

for the first time, elevates international
development to a core pillar of U.S.
foreign policy.
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This is a tremendous responsibility, but
also a tremendous opportunity. To rise
to the occasion in this ever-changing
global landscape, we are identifying and
responding to our weaknesses, reforming
our operating methods, and creating an
unprecedented level of transparency in
our Agency to ensure we are delivering
exceptional results.

Rebuilding our policy capacity; stream-
lining procurement; strengthening
monitoring and evaluation; achieving
more flexibility in the management of
our resources; and institutionalizing a
new focus on science, technology, and
innovation are just parts of an ambitious
new reform agenda which will make the
Agency more effective, accountable, trans-
parent, strategic, and agile as we to strive
to fulfill our mission.

As we approach our 50th year anniver-
sary, poised to celebrate, reflect, and look
forward, our overarching goal remains the
same: to create the conditions where our
assistance is no longer needed.

Achieving that goal, restoring USAID
as the world’s premier development
agency, and ensuring we make effective
and efficient use of taxpayer funds are
all difficult challenges to meet. But as
this report provides in great detail, we
welcome the opportunity to do so.

Rajiv Shah
Administrator
November 15, 2010
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(Above) Flood-affected Pakistanis receive USAID-funded
supplies at a World Food Program distribution point in
Mohib Banda village on the outskirts of Nowshera on
August 6, 2010. The worst inundations in Pakistan’s history
have affected around 20 million people.

PHOTO: BEHROUZ MEHRI / AFP

(Preceding page) A laboratory technician in Bagamoyo,
Tanzania prepares a blood smear at the government-run
Ifakara Health Institute on October 30, 2009. Supported by
USAID, a pioneering vaccine against malaria is in its third
phase of testing here. Malaria claims around a million lives
each year.

PHOTO: TONY KARUMBA / AFP



MISSION AND

ORGANIZATIONAL STRUCTURE

MISSION STATEMENT

USAID’s mission is to advance
broad-based economic growth,
democracy and human progress

in developing countries.

Today, with the strong backing of
the Obama Administration, the
Agency is building on its legacy

as one of the world’s premier
development agencies and making
new progress toward its ultimate
goal: creating the conditions
where U.S. assistance is no

longer needed.

To do so, we are partnering
with developing nations and
other actors, making innovative
use of science, technology and
human capital to bring the most
profound results to the greatest

number of people.

*This statement was formulated by the USAID Senior
Leadership Team in support of the Mission Statement
included in the joint State-USAID Strategic Plan for

FY 2007-2012 (http://www.usaid.gov/policy/coordination/
stratplan_fy07-12.html).
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USAID has chosen to produce an Agency Financial Report (AFR) and Annual Performance Report (APR). USAID
will include its FY 2010 APR with its Congressional Budget Justification and will post it on the Agency’s website at

htp:/fwww.usaid.gov/performance/apr in February 2011.

In 1961, the U.S. Congress passed the Foreign Assistance Act to create an agency to administer long-range economic

and humanitarian assistance to developing countries. Two months after passage of the act, President John E Kennedy
established the U.S. Agency for International Development (USAID). USAID unified pre-existing U.S. Government

assistance programs, combining the economic and technical assistance operations of the International Cooperation

Agency, the loan activities of the Development Loan Fund, the local currency functions of the Export-Import Bank,

and the U.S. Department of Agriculture (USDA) Food for Peace Program agricultural surplus distribution activities.

ORGANIZATIONAL STRUCTURE

USAID is an independent Federal agency
that receives overall foreign policy guidance
from the Secretary of State. The Agency
provides economic, development, and
humanitarian assistance around the world
in support of the foreign policy goals of
the United States. USAID is headed by
an Administrator and Deputy Adminis-
trator, both appointed by the President
and confirmed by the Senate. The current
Administrator is Dr. Rajiv Shah. The
Agency is headquartered in Washington,
D.C., has an official U.S. presence in 87
countries, and carries out its mission in
several others. USAID plans its assistance
programs jointly with the Department

of State.

In Washington, USAID’s bureaus are
responsible for the Agency’s major
activities. USAID has geographic bureaus,
functional bureaus, and central bureaus.
Independent offices support crosscutting
or more limited services. The geographic
bureaus are Africa (AFR), Asia (ASIA),
Middle East (ME), Latin America and
the Caribbean (LAC), and Europe and
Eurasia (E&E). A new Office of Afghani-
stan and Pakistan Affairs (OAPA) has
been created. These geographic bureaus
are supported by three functional bureaus:
the Bureau for Democracy, Conflict

and Humanitarian Assistance (DCHA),
which provides expertise in democracy
and governance, conflict management

and mitigation, and humanitarian assis-
tance; the Bureau for Economic Growth,
Agriculture, and Trade (EGAT), which
provides expertise in economic growth,
trade opportunities, agricultural produc-
tivity, technology, and education; and
the Bureau for Global Health (GH),
which provides expertise in global health
challenges, such as maternal and child
health, and HIV/AIDS. (A fourth func-
tional Bureau for Food Security is being
established.) Central bureaus include

the newly established Bureau for Policy,
Planning, and Learning (PPL), which
oversees all policy and program develop-
ment and promotes a learning environ-
ment; the Bureau for Management (M),
which administers centralized support
services for the Agency’s worldwide opera-
tions; and the Bureau for Legislative and
Public Affairs (LPA), which manages the
Agency’s outreach programs to promote
understanding of USAID’s mission and
programs. Each bureau is overseen by an
Assistant Administrator, appointed by the
President and confirmed by the Senate.

In addition to these bureaus, USAID

has nine independent offices that are
responsible for discrete Agency functions
that include human capital management,
diversity programs, security, and partner-
ships. These offices are (1) the Office of the
Executive Secretariat (ES), (2) the Office
of Civil Rights and Diversity (OCRD),

(3) the Office of the General Counsel
(GQ), (4) the Office of Small Disadvan-
taged Business Utilization (OSDBU),

(5) Office of Security (SEC), (6) the Office
of Development Partners (ODP), (7) the
Office of Human Resources (OHR), and
(8) a newly established Office of Budget
and Resource Management (BRM).
Finally, the Office of the Inspector General
(OIG) reviews the integrity of Agency
operations through audits, appraisals,
investigations, and inspections.

ORGANIZATIONAL
STRUCTURE OVERSEAS

USAID’s organizational units are known
as “field missions.” The U.S. Ambassador
serves as the Chief of Mission for all U.S.
Government agencies in a given country
and all USAID operations fall under Chief
of Mission authority. The USAID Director
or Representative, as the USAID Adminis-
trator’s representative and the Ambassador’s
prime development advisor, is responsible
for USAID’s operations in a given country
or region and also serves as a key member
of the U.S. Government’s “country team.”
USAID missions operate under decentral-
ized program authorities, allowing them

to design and implement programs and
negotiate and execute agreements.
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Missions conduct and oversee USAID’s
programs worldwide, managing a range of
diverse multi-sector programs in devel-
oping countries. The Mission Director
serves as the development counselor to
the Ambassador and directs a team of
contracting, legal, and project design
officers, financial services managers, and
technical officers. Bilateral and regional
missions work with host governments and
non-governmental organizations (NGO)
or other partner organizations to promote
sustainable economic growth, meet basic
human needs, improve health, mitigate
conflict, and/or enhance food security.

All missions provide assistance based on
integrated strategies that include clearly
defined program objectives and perfor-
mance targets.
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Field Offices Overseas

USAID also has three “mega” missions,
which are necessary for the exceptional
programs in Iraq, Afghanistan, and
Pakistan. These missions have several
hundred staff, comprising U.S. direct-
hires (USDH), and personal services
contractors (PSC), many of whom staff
interagency provincial reconstruction
teams. These teams combine personnel
from USAID, Departments of State and
Defense, and other departments and
agencies to promote local development and
conflict resolution throughout these three
countries.

The workforce in USAID’s field missions
are composed of three major catego-

ries of personnel: USDH employees,
U.S. PSCs,(USPSC) and foreign service
nationals (FSN), or locally-hired host-

As of 10/3112010

country citizens. Career USDHs are
foreign service employees assigned to
missions for two to four-year tours.
USPSCs are U.S. citizen contractors hired
for up to five years to carry out a scope

of work specified by USAID. FSNs are
professionals and administrative staff
recruited in their host countries by USAID
and account for nearly 50 percent of
USAID’s total workforce. USAID also
assigns Foreign Service Officers to posts
where U.S. Government development
policies need representation to coordi-
nate and leverage other multilateral and
bilateral donors for high priority U.S.
Government issues; the Agency currently
has officers stationed in Paris, Tokyo,
Brussels, Geneva, and Rome, and in the
U.S. Africa Command (USAFRICOM)
in Stuttgart.



GLOBAL PULSE 2010

Global Pulse 2010 represented a new
U.S. Government approach to engage and
partner with the international community.
Sponsored by USAID in partnership with
the Departments of State, Education,
Commerce, and Health and Human
Services, the three-day online collabora-
tion event connected individuals and
organizations who are champions of social
issues from around the world to build
new, or strengthen existing, relationships,
and inform U.S. foreign assistance and
diplomatic strategies.

As the name implies, Global Pulse 2010
took the pulse of thousands of participants
on key issues facing communities across the
globe. Discussions took place within forums
on |10 designated topics:

USAID/India works with local partners to provide solar-powered lighting

‘ Inspiring a New Generation to rural households, promoting utilization and development of renewable
. EmpoweringWomen and Girls energy sources. UsAD/INDIA
O Enabling Essential Education

Nearly 7,000 participants from |55 countries logged into the
event during the three days, 57 percent of whom were from

° Exercising Political and Civil Rights outside the United States and 47 percent were under age 35.

. Promoting Global Health The gender of participants was balanced over the entire event

51 percent female/49 percent male; however certain forums
attracted very different gender profiles. For example, the Women
and Girls forum enjoyed 71 percent female participation whereas

o Building Stronger Partnerships

0 Advancing Entrepreneurship, Trade
and Economic Opportunity

o Fostering Science, Technology and the Entrepreneurship forum was 62 percent male and the Health
Innovation forum was evenly split.
: Sppperifing @ s e Fims: A full report of the event and transcripts of each forum are available

0 Pursuing Grand Challenges at http://www.globalpulse2010.gov/.
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PROGRAM PERFORMANCE

STRATEGIC DIRECTIONS

Over the past 49 years, USAID has helped
reduce poverty for millions of people and
put countries on the path to prosperity.
Today, the Agency is poised to build on
its legacy as one of the world’s premiere
development agencies and make new
progress by implementing the President’s
U.S. Global Development Policy, which
focuses on sustainable development
outcomes that place a premium on broad-
based economic growth, democratic
governance, game-changing innovations,
and sustainable systems for meeting basic
human needs.

With the support of Secretary of State
Hillary Rodham Clinton, and as high-
lighted in the Quadrennial Diplomacy

and Development Review, the disci-
pline and practice of development

will be elevated by this Administra-

tion; USAID is at the forefront of this
effort. Building on a strong founda-
tion, USAID Administrator Rajiv Shah
recently announced reforms in seven
priority areas to strengthen the Agency’s
capacity to achieve high-impact devel-
opment and make smart use of limited
resources. The USAID Forward initiative
encompasses procurement reform, talent
management, rebuilding policy capacity,
strengthening monitoring and evaluation,
rebuilding budget management, innova-
tion, and science and technology.

PERFORMANCE MANAGEMENT

Performance management represents the
commitment of USAID to increase its
accountability for delivering effective
development outcomes. The Agency
follows a four-part performance
management process: (1) plan and
set goals, (2) collect data and

analyze results, (3) use data for
decision-making, and (4) commu-
nicate results.

Use Data
for

Communicate
Results

Plan and
Set Goals
PERFORMANCE
MANAGEMENT

Decision-

At USAID, the tools of assessing,
learning, and sharing are interrelated
through the concept of performance
management. USAID missions and
offices are responsible for establishing
performance management plans and

Making

Collect Data
and Analyze
Results

Pakistan’s Tarbela Dam is the largest
earth-filled dam in the world. USAID
is providing grant funding to local
organizations to upgrade the hydro
power station. PHoTo:USADPAKSTAN

BUILDING LOCAL DEVELOPMENT
LEADERSHIP - A NEW MODEL IN
PAKISTAN

Under a new strategy for Pakistan,
USAID designed a set of programs to
deliver assistance in partnership with the
Pakistani Government, NGOs, and the
private sector according to their priorities.
These high-impact investments are being
implemented primarily through Pakistani
institutions, and will address looming
water shortages, enhance agricultural
output, promote exports, and alleviate
the economy-draining power crisis.

In January 2010, USAID unveiled a
signature energy project,a $16.5 million
upgrade of the Tarbela hydroelectric power
plant in the North West Frontier Province,
which contains the largest reservoir
formed by an earthen dam in the world.
Grant funding for the project at Tarbela
was provided to the Ministry of Water and
Power, and is being implemented through
the Pakistan Water and Power Develop-
ment Authority. For more information:
http:/lwww.usaid.gov/pkinewsroom/newsletter/
Developmentsissue | .pdf
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targets to measure progress toward
intended objectives. They are also respon-
sible for reporting key indicators in their
annual performance reports. Performance
management is crucial for informing
decisions on funding, program develop-
ment, and implementation.

A good performance target is ambitious,
optimistic, and achievable. USAID follows
a multi-step process to determine targets
examining the baseline value before U.S.
Government intervention, historical trends
and level of progress, expert judgment from
technical authorities, research findings and
empirical evidence, accomplishments of
programs with similar characteristics
elsewhere, customer expectations, and
planned progress from the baseline for
what will be accomplished over a five-year
period with anticipated funds.

PERFORMANCE
INDICATORS AND TRENDS

See table starting on page 19 for a set of
approximately 40 representative indicators
that will illustrate USAID contributions to
U.S. foreign assistance in FY 2010, along
with their performance trends from
2005-2009. These indicators were chosen
to reflect major areas of U.S. Government
funding, earmarks, initiatives, foreign
policy priorities, and High Priority
Performance Goals. Since FY 2010, results
for these indicators will not be available
until December 2010, USAID will report
them in the APR, which will be published
in conjunction with the FY 2012 Congres-
sional Budget Justification next spring. A
smaller subset of these indicators will also
be published in February 2011 in the joint
FY 2010 USAID-Department of State
Summary of Performance and Financial
Information.

‘The chart above depicts USAID’s reported
annual performance for the last five years.
The number of representative indicators
has varied from 35 to 65 with changing

TRENDS IN USAID PERFORMANCE 2005-2009
1.5%
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e 80% 9.8%
o
&3 60%
5 78.5% 77.1% 7
08 40%
o ®
a.C
E 20%
0%
2005 2006 2007
Fiscal Year

7.0% [l Met/Exceeded
| 47% | Target
e 25.6% Did Not Meet
Target
62.8% M Data Not
Available
5 New Indicator
43.2% (No Rating)
2008 2009

Sources: Addendum to the FY 2005 USAID Performance and Accountability Report; FY 2006
USAID Performance and Accountability Report; FY 2007 Annual Performance Report; FY 2008

Annual Performance Report; FY 2009 Annual Performance Report. Note: USAID has reported
performance jointly with the Department of State since FY 2007.This chart includes indicators
measuring results attributable solely to USAID or jointly to USAID and the Department of
State. It excludes indicators measuring results achieved solely by the Department of State.

Agency goals and priorities. Overall, the
Agency has maintained a high record of
meeting or exceeding its performance
targets with the exception of 2008, when
results, particularly in the strategic goal
area of Promoting Economic Growth and
Prosperity, were adversely affected by the
global financial crisis.

DATA QUALITY

Data are only useful for decision-making if
it is of high quality. As indicated in
USAID’s Automated Directive System
Chapter 203.3.5, (http://www.usaid.gov/
policylads/200/203.pdf), USAID missions
and offices are required to conduct data
quality assessments for all performance data
reported to Washington to verify the quality
of their data against the five standards of
validity, integrity, precision, reliability, and
timeliness. USAID has three data source
categories: (1) primary data (data collected
by USAID or where collection is funded by
USAID), (2) partner data (data compiled by
USAID implementing partners but
collected from other sources), and (3) data
from third-party sources (data from other
government agencies or development
organizations). Generally, the data that

USAID has the most control over goes
through the most rigorous USAID assess-
ments to ensure that they meet quality
standards. While the data for third-party
sources do not go through the same USAID
quality assessments, the sources utilized
were carefully chosen based on the organi-
zation’s experience, expertise, credibility,
and use of similar assessments.

STRENGTHENING
EVALUATION AT USAID

In FY 2009, 742 evaluations were
conducted by USAID operating units,
which informed the development of

FY 2010 operational plans and budgets.
Approximately 183 evaluations were
initially planned for FY 2010. A summary
of actual evaluation activities conducted will
be reported in the operating units’ FY 2010
Performance Plans and Reports.

In addition to continued support for
evaluation actions put into place in 2009,
including an active USAID Evaluation
Interest Group and work with the Organi-
zation for Economic Cooperation and
Developments Development Assistance
Committee Evaluation Network, USAID
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made significant organizational changes to
strengthen how it manages and applies
evaluation findings for programmatic

and budgetary decisions.

In June 2010, USAID established a
Bureau of Policy, Planning, and Learning

(PPL), which includes a new Office of

Learning, Evaluation, and Research (LER).

LER will play a key role in improving
evaluation at the Agency, and will support
the revitalization of USAID as a premier
learning organization that is innovative,
evidence-based, and results-oriented.
Several steps have been launched in

2010 to achieve this:

e First, USAID is developing a new
evaluation policy that will—among
other things—define key terms,
establish clear protocols for when
evaluations are appropriate, provide
methodological guidance and quality
standards, and promote a more inde-
pendent evaluation process that results
in the application of findings for policy
and programmatic decision-making.

e Next, to connect practitioners and
researchers while encouraging the use
of evidence in decision-making, the
Agency is hosting a series of evidence
summits around particular develop-
ment issues. In September 2010,
the Agency hosted its first evidence
summit around issues of counterinsur-
gency and counterterrorism. USAID
is also revitalizing its evaluation
training course and creating additional
materials to equip Agency staff with
the requisite knowledge, tools, and
skills necessary to manage evaluation

HIGH PRIORITY
PERFORMANCE GOALS

USAID and the Department of State
developed joint High Priority Performance
Goals (HPPG) in 2009 which meet the
Office of Management and Budget’s
(OMB) criteria as high priorities for the
agencies and the President; relevant to the
public; requiring interagency coordination;
in the implementation phase (that is, have
an existing funding stream and congres-
sional authorization); and will show
measurable results in 12 to 24 months (by

the end of FY 2011). The table below

displays the current goal statements.
USAID contributes to all except the global
security goal. Three of the goals reflect the
Feed the Future (hap:/fwww. feedthefuture.
gov/), Global Health (hstp://www.usaid.gov/
ghi/), and Global Climate Change (ht2p.//
www.usaid.govlour_work/environment/
climatelindex.html) presidential initiatives
and all contribute to the joint USAID-State
strategic goals. Complete information on all
Federal agency HPPGs, as well as quarterly
results for FY 2010, are expected to be
available on OMB’s performance portal in
the first quarter of FY 2011 at hsp://goals.

performance.gov.

JOINT USAID-STATE HIGH PRIORITY PERFORMANCE GOALS

Theme

Goal Statement

Afghanistan-

See Stabilization Strategy, February 2010 http://www.state.gov/documents/

Pakistan organization/35728.pdf.
Iraq A sovereign, stable, and self-reliant Iraq.
Global Health By 2011, countries receiving health assistance will better address priority

health needs of women and children, with progress measured by U.S.
Government and UNICEF-collected data and indicators. Longer term, by
2015, the Global Health Initiative aims to reduce mortality of mothers
and children under age five, saving millions of lives, avert millions of
unintended pregnancies, prevent millions of new HIV infections, and
eliminate some neglected tropical diseases.

Climate Change

By the end of 201 I, U.S. assistance will have supported the establishment

of at least 12 work programs to support the development of Low-
Emission Development Strategies (LEDS) that contain concrete actions.
This effort will lay the groundwork for at least 20 completed LEDS
by the end of 2013 and meaningful reductions in national emissions

trajectories through 2020.

Food Security

By 201 1, up to five countries will demonstrate the necessary political

commitment and implementation capacities to effectively launch
implementation of comprehensive food security plans that will track
progress toward the country’s Millennium Development Goal (MDG) to
halve poverty and hunger by 2015.

Democracy,
Good Gov-
ernance and

To promote greater adherence to universal standards of human
rights, strengthen democratic institutions, and facilitate accountable
governance through diplomacy and assistance, by supporting activists in

Human Rights 14 authoritarian and closed societies and by providing training assistance
to 120,000 civil society and government officials in 23 priority emerging
and consolidating democracies between October |,2009 and September

30,2011.

Improve global controls to prevent the spread of nuclear weapons and
enable the secure, peaceful use of nuclear energy.

activities effectively.

* Also, USAID is working with its

interagency partners to establish a

Global Security
= Nuclear
Nonproliferation

standardized set of evaluation frame-
works that can be applied to the

Agency’s high priority investments,

including the Global Health and the Management — Strengthen the civilian capacity of the Department of State and USAID
Feed the Future Initiatives. as well as Building Civilian to conduct diplomacy and development activities in support of the
’ Capacity Nation’s foreign policy goals by strategic management of personnel,

its priority countries. . - L A
P ty cou effective skills training, and targeted hiring.
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AIDING SURVIVORS OF GENDER-BASED VIOLENCE IN THE DRC

Late one night, Justine* and her husband woke to find an
intruder dressed in military clothing standing over them

armed with a knife and gun.After tying up her husband and
looting what he could, the attacker dragged Justine out into

the darkness and raped her.

After two days, Justine’s husband persuaded her to go

to the Kamandi health center nearby, part of a USAID
initiative in the Democratic Republic of Congo (DRC)
that provided more than $2.7 million to the country for
emergency medical services. A nurse treated Justine at
no cost.Without the health center, Justine would have
had to walk three hours to a hospital for initial treatment
and four weeks of required follow-up visits—a distance
great enough to discourage many women from seeking
treatment.

The initiative was rolled out in response to a surge of
violence in October 2008 in North Kivu province that
displaced about 250,000 people. A key component is
providing assistance to survivors of gender-based violence
(GBV).“Since the project started, women can come to the
local health center just like anyone else to seek medical
assistance.VVe've seen a big increase in women presenting
themselves much earlier, which means better recovery,”’
Nurse Katungu said.

In addition to the physical and psychological trauma

it inflicts, GBV leaves women vulnerable to unwanted
pregnancies, miscarriages, HIV/AIDS, and other sexually
transmitted diseases. Prompt medical treatment within 72
hours following an attack can reduce many of the health
risks GBV survivors may suffer.

GBYV survivors are often ostracized by their communities,
causing them to avoid treatment for fear of losing their
jobs, their families, or their place in society. The health
centers ensure confidentiality by providing treatment

*Not her real name.

USAID FY 2010 AGENCY FINANCIAL REPORT |

Psychosocial worker with USAID-funded International
Rescue Commiittee, helps rape survivors in South Kivu.
USAID supports more than 90 NGOs in DRC—most in the
east of the country—that provides services to rape survivors.
USAID / ANGELA RUCKER

services in clinics that address a variety of medical needs,
allowing affected women to seek treatment without being
identified as a GBV survivor.

Highlighting Gender at USAID

Promoting gender equality and empowering women

and girls is central to USAID’s approach to develop-
ment. Gender, as a crosscutting issue, is reinforced in U.S.
strategy for meeting the Millennium Development Goals
(MDGs) issued in July which states: “Investing in and
empowering women and girls is one of the smartest invest-
ments we can make.” In order to target these investments
to maximize their impact on women, USAID has renewed
its commitment to incorporating gender analysis into
strategy development and to addressing gender issues in
program design, implementation, and evaluation. For more
information on USAID’s commitment to gender equality,
visit the Women in Development website at http://www.
usaid.gov/our_work/cross-cutting_programs/wid/.
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ILLUSTRATIVE
ACCOMPLISHMENTS

Below are illustrative USAID accomplish-
ments for FY 2010 in each of the five
strategic goals articulated in the joint
USAID-State Strategic Plan (hep://www.
usaid.gov/performance/stratplan.

STRATEGIC GOAL ON
PEACE AND SECURITY

It is a tenet of U.S. policy that the security
of U.S. citizens at home and abroad is best
guaranteed when countries and societies
are secure, free, prosperous, and at peace.
USAID and its partners seek to strengthen
its capabilities, as well as those of its inter-
national partners, to prevent or mitigate
conflict, stabilize countries in crisis,
promote regional stability, and protect
civilians. USAID achieves these objectives
by providing assistance in the following
areas: countering terrorism, supporting
counternarcotics activities, strengthening
stabilization operations and promoting
security sector reform, combating trans-
national crime, and sponsoring conflict
mitigation and reconciliation programs.

Enhancing Stability: Farmers
Switch from Poppy to Licit
Cash Crops

Afghanistan’s plains and fertile valleys
have yielded many kinds of crop—but
one crop has repeatedly caused the
country and its people immeasurable
harm: poppy. Farmers often turned to
poppy cultivation because the opium
produced from poppy brought more
revenue than ordinary crops. However,
opium revenue also brings instability and
threatens the country’s security. Farmers
said that if they had a viable alternative,
they would grow other crops. USAID
responded by helping the Afghan Govern-
ment in its newly established poppy
eradication campaign.

Working together with Afghanistan’s
agriculture ministry, USAID broadcast
radio announcements about a program
where farmers receive vouchers for
vegetable or wheat seed and fertilizer, as
well as technical assistance for one harvest
season. Farming cooperatives interested
in participating in the program were
identified and received vouchers—in time
for the crucial spring planting season in
2010. Once crops are harvested and sold,
the farmers will repay the value of the seed
and fertilizer to a fund that will be used
for community development projects.

“Farmers are happy to see the Govern-
ment of Afghanistan delivering upon
its promise to provide some assistance
to farmers in connection with poppy
eradication,” said Haji Khairullah, district
police commander. Complete eradica-
tion may be some time away, but the
USAID program demonstrates that
there is support among Afghan farmers
to make the dangers and instability of
poppy cultivation history.

To date, as a result of USAID/Afghani-
stan’s alternative development programs,
555,000 farmers across all 34 provinces
received 40,000 metric tons of fertil-

Local Afghan
farmers
partake in the
2010 national
wheat seed
distribution
provided by the
USAID-funded
Afghanistan
Vouchers for
Increased
Production in
Agriculture
(AVIPA)
program.

izer; more than 375,000 farmers in the
east, south, and north have received
both vegetable seeds and fertilizer; and
more than $17 million in sales have
been generated from the vegetable
seed program.

LINKING ACTIVITIES
TO OUTCOMES

The decrease in hectares of poppy
planted by farmers that results from
activities such as this contributes
toward the annual performance
report indicator on counternar-
cotics, “Hectares of alternative crops
targeted by U.S. programs under
cultivation.” It also contributes to
the HPPG on Afghanistan by
strengthening host country capacity
to effectively provide services to
citizens and enhance the long-term
sustainability of development efforts.
Development and acceptance of
alternative crops contributes to
stability not only in Afghanistan

but globally.
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STRATEGIC GOAL ON
GOVERNING JUSTLY AND
DEMOCRATICALLY

The U.S. Government supports just and
democratic governance for three related
reasons: as a matter of principle, as a
contribution to U.S. national security,
and as a cornerstone of the broader U.S.
development agenda. Governments that
respect human rights, respond to the
needs of their people, and govern by rule
of law are more likely to conduct them-
selves responsibly toward other nations.
Effective and accountable democratic
states are also best able to promote
broad-based and sustainable prosperity.
USAID and its partners seek to promote
freedom and strengthen effective democ-
racies by assisting countries to move along
a continuum toward democratic consoli-
dation. USAID achieves these objectives
by providing assistance in the following
areas: rule of law and human rights, good
governance, political competition and
consensus-building, and civil society.

Female Judges Gain Ground
in Jordan

Judge Thsan Barakat, the first female judge
to head an appeals court in Jordan, has seen
a sea change in her profession in recent
years. Although women have long served as
lawyers, they have only served as judges
since 1996. Today, 45 of the country’s 750
judges are women, and this number is
expected to increase to 140 by 2011.

The growth in the number of female
judges can be traced to the Jordanian
Government's strong support for women’s
participation in the legal profession, as
well as ongoing support from donors. In
late 2006, USAID helped the Jordanian
judiciary establish a streamlined, merit-
based judicial appointment system to
replace the old system, which was
cumbersome and inefficient. Over the
past year, the number of women admitted
to the Judicial Institute of Jordan (JIJ),
the center where all judges are trained,
increased from three percent to 65 percent
of total admissions.

“Women have been able to prove them-
selves as judges,” said Judge Barakat.
“They are eflicient, serious, and resistant
to corruption. With the newcomers, the
overall performance of the judiciary will
be enhanced, and I fully expect that
women will obtain even higher positions
in the near future.”

Judge Rateb Wazani, the chief justice of
Jordan, said the new admissions policy at
the JIJ will increase the percentage of
women sitting as judges from the current
level of five percent to 15 percent of all
judges in just three years.

This advancement toward gender equality
on the bench is complemented by two
other USAID programs. The Woman-to-
Woman mentoring program, established
with the Jordanian judiciary, pairs 25
female law students with sitting female

WOMEN IN JORDAN'’S JUSTICE SECTOR

150
:’140 —+— Number of
120 Female Judges
90
: —o— Percent of
60 : Women
30 45 Enrolled in
3% the JI)
0 ' '
1995 2000 2005 2010 2015

Source: USAID FrontLines June 2010, http://www.usaid.gov/press/frontlines/fl_jun10/p07_

jordan1006 | 3.html

Judge Nawal Aljohari manages her
court cases at the Amman First
Instance Court.

judges to support them as they prepare for
their future positions as lawyers and
judges in the male-dominated judiciary.
The Future Judges program, an initiative
of King Abdullah II and the Ministry of
Justice, recruits top students for careers in
the justice sector. The USAID-developed
gender-neutral recruitment process and
administration system has resulted in
women making up more than 50 percent
of the program’s 100 admissions each year.

LINKING ACTIVITIES
TO OUTCOMES

Judicial training activities such as this
contribute to the annual perfor-
mance report indicator “Number

of justice sector personnel trained
with U.S. assistance” and to the
HPPG on Democracy, Good
Governance and Human Rights
in which the U.S. Government aims
to provide training assistance to
120,000 civil society and government
officials in 23 priority emerging and
consolidating democracies. Training
and education improve the capacity
and sustainability of civil and criminal
justice sector personnel.
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STRATEGIC GOAL ON
INVESTING IN PEOPLE

The lack of education and training, poor
health and disease, high levels of unin-
tended pregnancy, and the lack of services,
particularly for vulnerable populations,
are important root causes of the problems
faced by the United States’s partners in
development assistance. These problems
both destroy lives and destabilize
countries. USAID’s approach for the
Investing in People strategic objective is to
help recipient nations achieve sustainable
improvements in the well-being and
productivity of their citizens, and build
sustainable capacity to provide services
that meet the people’s needs in three
priority program areas: health, education,
and social services and protection for
especially vulnerable populations.

Innovation, Science, and
Technology Lead to Breakthroughs
in HIV Prevention

For almost 25 years, USAID has been on
the frontlines of the HIV/AIDS epidemic.
The Agency’s development programs have
been cutting-edge, and have long put
women at the center of programming.
Prevention of mother-to-child transmis-
sion, male circumcision, counseling and
testing, nutrition, and HIV vaccine

LINKING ACTIVITIES
TO OUTCOMES

Research and development activi-
ties such as this contribute to the
annual performance report indicator
“Estimated number of HIV infec-
tions prevented.” This scientific
breakthrough also supports the
HPPG on Global Health and the
U.S. Government’s Global Health
Initiative goal to support the
prevention of more than |2 million
new HIV infections.

research are just some of the comprehen-
sive array of HIV/AIDS prevention, care,
and treatment programs administered

through USAID.

This year in a triumph for cutting-edge
research and development: a USAID-
funded clinical trial in South Africa
provided the first evidence that use of a
vaginal gel, or microbicide, containing an
antiretroviral drug known as tenofovir
can prevent HIV infection in women

(see photo on page 49).

In the trial, tenofovir gel administered
topically before and after sexual activity
provided moderate protection in women
at high risk of HIV infection. At the end
of the study, researchers found that the
use of one percent tenofovir gel by 889
women at high risk of HIV infection in
Durban, South Africa proved the method
to be 39 percent effective in reducing a
womanss risk of becoming HIV infected.
The gel could be a unique HIV preven-
tion tool for women who are not able to

negotiate other HIV prevention methods.

This new discovery puts the power of
protection against HIV transmission in
the hands of the woman and can ulti-
mately save millions of lives.

A clinic inVulindlela,
South Africa,
participates in the
ground-breaking
USAID-funded study
for a microbicide to
reduce transmission
of HIV in women.

Educating the Community for
Successful Malaria Interventions

Mirs. Rawuda, the mother of three
children, lives in Sokoru District, Oromia
Regional State, Ethiopia. She is one of
nearly 95,600 people who have been
trained and have participated in
community conversations on malaria
prevention and control, organized by the
Ethiopian Fayyaa Integrated Development
Association (FIDA). “Even though I had a
bed net at home, we were not using it
because I did not believe that sleeping
under the net would protect us from
being infected by malaria,” Mrs. Rawuda
said. “Now that I have learned about the
use of nets, my children and I started to
use it correctly and consistently.”

Since 2005, more than 20 million insecti-
cide-treated nets have been distributed
free of charge to prevent and control
malaria in Ethiopia. However, the
initiative was compromised by low net
use; about a third of households that
owned nets did not use them. This year,
in order to increase the impact of bed net
distribution efforts, FIDA’s community-
level education activities focused on the
use of nets and early diagnosis and
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LINKING ACTIVITIES TO OUTCOMES

Community malaria prevention activities such as these contribute to the annual
report indicator “Number of people protected against malaria with a preven-
tion method in President’s Malaria Initiative (PMI) countries” and contribute to
the HPPG on Global Health as well as the Global Health Initiative goal of
reducing the burden of malaria by 50 percent for 450 million people, representing
70 percent of the at-risk population in Africa.The strong trend illustrated here is

expected to continue.

treatment of malaria. Training is also
provided for religious and community
leaders in order to mobilize the
community to implement malaria
prevention and control efforts.

Improving Access to Education
for Girls in Sudan

Following more than two decades of civil
war, southern Sudan has one of the lowest
literacy rates in the world. When the
Comprehensive Peace Agreement was
signed in 2005, school enrollment in
southern Sudan was at 20 percent and the
illiteracy rate was 85 percent. Five years
later, with significant support from
USAID, enrollment has more than
doubled to 44 percent. USAID-funded
educational programs support approxi-
mately 10 percent of children in school,
47 percent of whom are female. The areas
in Sudan’s north-south border zone also
suffered greatly during the war, including

Blue Nile state, bordering Ethiopia.
Girls have been disproportionately
affected by the war, with lower rates
of literacy and school attendance
than boys.

This year in the Blue Nile town of
Kurmuk, USAID opened the Granville-
Abbas Girls” Secondary School, named in
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Source: FY 2009 Performance Plan and
Report for Sudan.

honor of John Granville, an American
diplomat who worked on democracy
programs for USAID in Sudan, and his
Sudanese colleague Abdelrahman Abbas
Rahama. They were assassinated in
Khartoum on January 1, 2008.

The school includes three sets of class-
rooms, a library, theater, cafeteria,
dormitories, and teachers’ offices and can
accommodate 120 female students. A
USAID-supported learning center
attached to the school provides students
and their teachers with Internet access,
computer training, and other student-
teacher resources. The school is part of
USAID efforts to expedite the delivery of
critical peace dividends to contested areas
of Sudan as well as to increase Sudan’s
capacity to provide quality primary and
secondary education, especially to girls by
working through and with State Ministries
of Education. Blue Nile State Governor,
Malik Agar, said at the school’s opening
that a friend asked him to explain five
methods of eliminating poverty and
achieving the Millennium Development
Goals (MDG). His response was “There is
only one: educate the woman.”

A two-part video of the school dedication
ceremony and tribute to Granville and
Rahama can be viewed at hzep://blog. usaid.
20v/2010/09/improving-access-to-education-
for-girls-in-sudan.

LINKING ACTIVITIES
TO OUTCOMES

Education opportunities such as this
contribute indirectly to improved
performance in the annual perfor-
mance report indicator “Primary

net enrollment rate.” Increasing

the proportion of female students
enrolled in school in Sudan improves
women’s long-term earning potential
and ability to participate in the
economy.
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STRATEGIC GOAL ON
PROMOTING ECONOMIC
GROWTH AND PROSPERITY

Economic growth provides citizens and
their governments with the resources they
need to meet their own needs and
aspirations, including improved
education, health, peace, and security, and
thus to emerge from dependence on
foreign assistance. Rapid recovery from
the current global economic crisis and
restoration of broad-based economic
growth will further expand the number of
countries that have become effective
partners with the United States in
working toward a more stable, secure,
healthy, and prosperous world. USAID
works with both government and
non-government partners to empower
private entrepreneurs, workers, and
enterprises to take advantage of expanding
opportunities in a global economy. To
achieve these outcomes, USAID adminis-
ters programs in the following eight
program areas: macroeconomic founda-
tion for growth, trade and investment,
financial sector, infrastructure, agriculture,
private sector competitiveness, economic
opportunity, and the environment.

Growing Quality Crops to Feed
the Future and Reduce Rural
Poverty

Agricultural diversification—the change
from growing only basic grains for family
consumption to growing a diverse group
of crops sold in national and international
markets—is the story of thousands of
farmers in the Guatemalan Highlands that
has increased incomes, jobs, and opportu-
nity, transforming hundreds of thousands
of lives.

Following the 1996 peace accord and a
decade of investments in agriculture,
USAID is now promoting the growth of
an entrepreneurial agricultural sector
among underserved populations. With
this support, small-scale rural farmers are

K’iche’ maya man from Solola proudly shows a sample of his snow pea harvest.
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becoming producers of premium products
and turning cooperatives into sustainable
small businesses.

Like many rural groups with few
resources, Samajeld Taqg Winaq Group in
Zaragoza, Chimaltenango produced only
strawberries, corn, and beans and was
forced to sell products to middle-men
who paid prices scarcely above production
costs. After joining a USAID-supported
market alliance, the Samajeld Group
received training to improve farming and
adopt better post-harvest techniques,
diversify from traditional to market crops,
increase productivity, and market harvests
more effectively. In addition to strawber-
ries, corn, and beans, group members now
produce a variety of lettuces, cauliflower,
and cabbage for domestic consumption
and international export.

These new products are grown for sale,
complying with quality standards needed
to access international markets. Samajeld
has increased its work force by 166
percent— 45 percent of whom are
women. As the type and volume of
produce sold in formal markets grows,
higher and more consistent income is
leading to increases in education, health,
and food security for the original six

Samajeld farmer families as well as for
surrounding communities that provide
additional day laborers.

LINKING ACTIVITIES
TO OUTCOMES

Agricultural activities such as this
contribute to the annual perfor-
mance report indicator “number of
rural households benefiting directly
from U.S. interventions in agricul-
ture” and contribute to the HPPG
on Food Security. Replicating the
success is also one of the priorities
identified in Guatemala’s Implemen-
tation Plan for Feed the Future,
the President’s plan to address global
food insecurity. Increasing sustain-
able market-led growth for small
and rural farmers contributes to

an increase in rural incomes and

a reduction in the prevalence of
poverty.

Global Climate Change

As Secretary of State Clinton stated:
“USAID already has been a leader in

advancing climate, clean energy, and
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LINKING ACTIVITIES TO OUTCOMES

Climate change activities such as this contribute to the annual performance
report indicator “Quantity of greenhouse gas emissions reduced or sequestered
as a result of U.S. Government assistance” and support the HPPG on Global
Climate Change as well as the President’s Global Climate Change Initia-
tive. USAID has elected to focus its near-term efforts on the development of
Low Emissions Development Strategies (LEDS), which are a critical underpinning
of future successes in reducing greenhouse gas emissions. The development of
local government policies on air quality and traffic such as the one described
here could be a component of a country’s LEDS.

conservation activities in the developing
world, drawing the clear and important
link between solving the climate problem
and promoting sustainable development

globally.”

Addressing the causes and effects of
climate change has been a key focus of
USAID’s development assistance for over a
decade. USAID has funded environmental
programs that have reduced growth in
greenhouse gas emissions while promoting
energy efficiency, forest conservation,
biodiversity, and other development goals.
This ‘multiple benefits’ approach to
climate change helps developing countries
achieve broad-based economic develop-
ment without sacrificing environmental
protection. Active in more than 40
developing countries, the program
integrates climate change into USAID’s
development assistance activities.

USAID places particular emphasis on
partnerships with the private sector and on
working with local and national authori-
ties, communities, and non-governmental
organizations (NGO) to create alliances
that build on the relative strengths of each.
Bringing together a diverse range of
stakeholders helps avoid unnecessary
duplication and lays the foundation

for a sustained, integrated approach.

In Costa Rica, USAID’s Central America
and Mexico Regional Environmental
Program supported the development of a
network of air-quality monitoring stations

to aid local governments in making more
informed environmental policies. Moni-
toring provides the information govern-
ments need to form initiatives to reduce air
pollution in critical areas. For example, a
vehicle restriction program instituted this
year in San Jose limits the number of
vehicles allowed on the road Monday
through Friday on a rotating basis by

GLOBAL DEVELOPMENT
ALLIANCE - PARTNERING
WITH THE PRIVATE SECTOR
TO ACHIEVE DEVELOPMENT
RESULTS

...We will look at doing things in
more innovative ways, often with the
private sector—private companies or
private foundations—to really bring
a higher level of innovation to the
area of development and to bring
that creativity and risk taking that
often does lead to some of the most
important breakthroughs on behalf of
the world’s poorest populations.

— USAID Administrator Rajiv Shah

Since the Global Development Alliance
approach was first conceived at USAID
in 2001, it has led to more than 900
alliances formed with more than 1,700
distinct partners, leveraging billions

in combined public-private sector

resources.

license plate number. Drivers who disregard
the restrictions may be fined. The impact of
the program has been to reduce traffic
congestion and has improved local air
quality. Brief videos about this and other
initiatives under the Regional Environ-
mental Program can be viewed here: hzp://
wwuw.caftadrenvironment.com/contentl.

Alliances in Action: Improving
Incomes from Cocoa

Indonesia is the world’s third largest
producer of cocoa, with about 70 percent
of that cocoa originating in Sulawesi.

On this large, lush island to the east of
Java, cocoa production is a way of life for
many smallholder farmers. However, the
Indonesian cocoa industry is beset with
challenges. One challenge is the poor
quality of cocoa beans. Farmers often sell
their cocoa at below market rates to the
local debt collector to pay off debts which
gives them little reason to produce the
higher-quality beans that international
companies demand. A second major
challenge is the shipping system, which
relies on informal payments and inconsis-
tent export taxes. A third challenge has
been the presence of the cocoa pod borer

In the Pirang District of South
Sulawesi, Indonesia, a woman scoops
cocoa beans that will be weighed and
graded for quality at a cocoa trading
station as part of the Amarta Sulawesi
Kakao Alliance.

PHOTO: USA D/ LORIN KAVANAUG-ULKU
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and other pests, which can reduce yields

by 60 percent.

Through the AMARTA Sulawesi Kakao
Alliance (ASKA), USAID, Blommer
Chocolate Company, and Olam Interna-
tional work with the Indonesian Govern-
ment to promote the Sulawesi’s cocoa
industry. By providing training in pest
and disease control technologies and
cocoa best management practices, the
alliance is helping to improve farm
productivity and increase the incomes of
rural cocoa farmers. In addition, partners
provide farmers with information on the
cocoa grading process so that farmers can
command higher prices at local buying
units for their crops. To date, the alliance
has provided more than 20,000 farmers
with knowledge and training in cocoa
production and access to local cocoa
buying stations that pay premium prices
for high-quality cocoa. Farmers who have
gone through the training program are
benefiting from increased cocoa yields
and income of up to 75 percent.

STRATEGIC GOAL ON
PROVIDING HUMANITARIAN
ASSISTANCE

The United States’s commitment to
humanitarian assistance demonstrates
America’s compassion for victims of natural
disasters, armed conflict, forced migration,
persecution, human rights violations,

A worker moves plywood past a mural depicting transitional shelters at a
USAID partner t-shelter production site. rioro:usapikenora HeLMER

widespread health and food insecurity, and
other threats. It requires an urgent response
to emergencies, concerted effort to address
hunger and protracted crises, and planning
to build the necessary capacity to prevent
and mitigate the effects of conflict and
disasters. Effective emergency operations
foster the transition from relief through
recovery to development, but they cannot
replace the investments necessary to reduce
chronic poverty or establish social services.
USAID achieves these objectives by
providing assistance in the following areas:
providing protection, assistance, and
solutions; preventing and mitigating
disasters; and promoting orderly and
humane means for migration management.

PERCENT OF TARGETED DISASTER-AFFECTED HOUSEHOLDS

PROVIDED WITH BASIC INPUTS FOR SURVIVAL, RECOVERY,
RESTORATION OF PRODUCTIVE CAPACITY

0%
88%
86% -

. \/ """ 86%
84% 85% 85% 2010

84%
82% ° Target
80%
FY 2007 FY 2008 FY 2009 FY 2010

Source: Refer to the chart on Representative Performance Indicators and Trends, p. 19-20.

Recovery in the Wake
of an Earthquake

The earthquake in Haiti on January 12,
2010 killed an estimated 230,000 people
and affected approximately three million
others, including roughly 1.5 million
people displaced from their homes.

Opver the intervening months, USAID led
the U.S. Government’s efforts to provide
safe drinking water, food, shelter, household
items, and health care. Through September
24,2010, USAID programmed $662.7
million in humanitarian funding out of the
U.S. Government’s $1.14 billion in Haiti
earthquake aid.

USAID’s Office of U.S. Foreign Disaster
Assistance (OFDA) built 5,855 transi-
tional shelters (t-shelters), which should
house nearly 30,000 individuals. T-shelters
are a semi-permanent housing solution
designed to replace emergency tent shelters
and built to withstand hurricane force
winds, seismic risks, and heavy rainfall.
Even before the earthquake destroyed
much of Carrefour, a densely populated
municipality just west of Port-au-Prince,
many families lived in shelters averaging
28 square feet. The new t-shelters are
nearly double the size (46 square feet) and
are designed to house up to five family
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members. To prioritize beneficiaries,
USAID works with the community to
identify the most vulnerable people,
including women-headed households,

the elderly, and disabled.

Shelter is just one component of U.S.
efforts to restore a sense of normalcy and
productive capacity to earthquake
survivors. In the face of overwhelming
needs for reconstruction and food produc-
tion, USAID is also funding a variety of
cash-for-work programs. In Haiti’s Central
Plateau, for example, OFDA-funded
partners provide livelihood opportunities
for 2,000 people per week. These projects

LINKING ACTIVITIES TO OUTCOMES

Humanitarian assistance activities such as these contribute to the annual
performance report indicator “Percent of targeted disaster-affected households
provided with basic inputs for survival, recovery, or restoration of productive
capacity.”’ In the short-term, they provide some stability for disaster-affected
individuals and contribute to the long-term reconstruction of the country and
recovery of income.

give a member of each household 30 days systems. Some have used their income and

of employment on a community-selected skills developed from the programs to start
project geared at improving infrastructure more sustainable small businesses.
for agricultural production, such as

rehabilitating roads, farmland, or irrigation

HARNESSING INNOVATION TO ACHIEVE THE MILLENNIUM DEVELOPMENT GOALS

During the September 2010, United Nations (UN) General
Assembly meetings in New York, USAID co-hosted a forum
with the New York Academy of Sciences to highlight the
use of science and technology (S&T) to solve some of the
greatest development problems of this century. S&T has
transformative power and is critical to meeting the Millen-
nium Development Goals (MDG). Engineers, researchers,
and development experts gathered for an interactive
science fair to demonstrate their work on innovations that
can improve lives and livelihoods throughout the devel-
oping world. The science fair highlighted potentially game
changing innovations from more than 20 entrepreneurs
from the United States and abroad in the areas of health,
water, agriculture, environment, energy, and information
technology. Some of their solutions include the Jaipur

USAID FY 2010 AGENCY FINANCIAL REPORT |

Knee, a root hydration system that delivers clean water
from any source; a technology to generate energy from
dirt;and a pedal-powered phone charger.

Since its inception in 1961, USAID has proudly been a
driver of innovation.This focus is now entering a renais-
sance phase, with an Administrator who has declared
science, technology and innovation a priority and a newly
named S&T advisor leading the charge toward solving

the great development challenges of this century. New
technologies alone will not be a silver bullet for develop-
ment. USAID is working to ensure that its implementation,
distribution, and communication networks with partner
countries are strategically coordinated at all levels. Still,
science, technology, and innovation can help leapfrog devel-
opment problems that can otherwise take generations to
tackle. New and innovative solutions can bridge the divide
between the public and private sectors and help bypass
obstacles previously considered insurmountable. They also
can help USAID change the way it does business with the
more than 80 nations where the Agency works.

For more information on USAID innovations, see the
report Breakthroughs at USAID:A Publication for the UN
General Assembly.

Harvard University students developed a microbial fuel cell,
or dirt-powered battery, capable of powering LED lights or
charging cell phones. us:o
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USAID 2010 REPRESENTATIVE INDICATORS AND PERFORMANCE TRENDS BY STRATEGIC GOALS'

ACHIEVING PEACE AND SECURITY
FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 Data

Representative Performance Indicator Results Results Results Results Target Target Note #*
Hectares of Alternative Crops targeted by U.S. Government 201,955 85,110 229,996 201,989 109,457 166,100 2,34
Programs under Cultivation

Number of People Trained in Conflict Mitigation/Resolution Skills N/A 17,965 12,578 92,601 19,074 62,340 4,5

with U.S. Assistance

GOVERNING JUSTLY AND DEMOCRATICALLY
FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 Data

Representative Performance Indicator Results Results Results Results Target Target Note #*
Number of Justice Sector Personnel Who Received U.S. N/A 110,041 56,001 68,392 43,577 43,831 4,6
Government Training

Number of U.S. Government-Assisted Courts with Improved Case N/A 350 351 337 220 109 478
Management

Number of Domestic Election Observers Trained with U.S. N/A 53,258 24,629 48,686 128,705 54,933 49
Government Assistance

Number of U.S. Government-Assisted Political Parties Implementing N/A 127 130 172 191 100 4,10

Programs to Increase the Number of Candidates and Members Who
are Women, Youth and from Marginalized Groups

Number of U.S. Government-Assisted Civil Society Organizations N/A 1,039 1,315 1,395 889 559 4,11
that Engage in Advocacy and Watchdog Functions

Europe Non-Governmental Organization Sustainability Index 3.8 3.8 3.7 3.7 35 35 12,13
Eurasia Non-Governmental Organization Sustainability Index 4.6 4.6 4.6 4.6 44 44 13,14

INVESTING IN PEOPLE
FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 Data

Representative Performance Indicator Results Results Results Results Target Target Note #*
Number of People Receiving HIV/AIDS Treatment 822,000 1.3M 2.0M 2.5M TBD TBD 15,16
Number of People Receiving HIV/AIDS Care and Support 4.4M 6.6M 9.M 11.0M TBD TBD 15,17
Average Tuberculosis Treatment Success Rate (TBS) in USAID N/A N/A 80% 82% 83% 84% 18,19,20
Priority Countries

Average Tuberculosis Case Detection Rate (TBD) in USAID Priority N/A N/A 55% 58% 59% 60% 19,20,21
Countries

Number of People Protected Against Malaria with a Prevention 3.7/M 22.3M 25.0M 30.0M 33.0M 38.0M 4,22
Measure in President’s Malaria Initiative Countries

Number of Treatments Delivered to Control Neglected Tropical N/A 36.0M 57.0M 75.0M 200.0M 217.0M 23,24,25
Diseases

Percentage of Children with DPT 3 Coverage 59.0% 59.6% 60.2% 61.0% 61.6% 62.3% 20,26
Percentage of Live Births Attended by Skilled Birth Attendants 44.9% 45.7% 46.7% 479% 48.9% 50.9% 20,26
Average Modern Contraceptive Prevalence Rate (MCPR) N/A N/A 26.40 27.3% 28.3% 29.3% 20,27,28
Average Percentage of Births Spaced Three or More Years Apart N/A N/A 44.80% 45.60% 46.00% 46.40% 20,29,30
Average Percentage of Women Aged 20-24 Who Had a First Birth N/A N/A 23.80% 23.90% 23.60% 23.30% 20,31,32
Before Age 18

Number of People in Target Areas with Access to Improved N/A 2.IM 3.0M 7.8M 5.5M 5.5M 4,33

Drinking Water Sources

Percentage of Children Underweight under Age Five N/A N/A N/A 29 TBD TBD 20,58,59

* See Appendix A for the performance indicator data notes. (continued on next page)

! See Appendix A for details of data note 1.
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USAID 2010 REPRESENTATIVE INDICATORS AND PERFORMANCE TRENDS BY STRATEGIC GOALS'
(continued)

INVESTING IN PEOPLE (continued)
FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY20ll Data

Representative Performance Indicator Results Results Results Results Target Target Note #*
Percentage of Women Age 15-49 with Anemia N/A N/A N/A 469 TBD TBD 20,59,60
Primary Net Enrollment Rate for a Sample of Countries Receiving 72% 76% 78% 79% 80% 81% 34,35,36
Basic Education Funds

Number of People Benefiting from U.S. Social Services and Assistance N/A |.8M 5.3M 6.4M 5.7M 4.5M 4,37

PROMOTING ECONOMIC GROWTH AND PROSPERITY
FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 Data

Representative Performance Indicator Results Results Results Results Target Target Note #*
Time Necessary to Comply with Procedures Required to Export/ N/A N/A 78 78 76 74 38,39,40
Import Goods (days)

Credit to Private Sector as a Percent of GDP 54.40% 57.70% 55.30% 60.70% 61.00% 61.60% 40,41
Number of People with Increased Access to Modern Energy N/A |1.87M 371,409 4.43M 3.0IM 177,333 4,842
Services

Number of People with Access to Internet Service N/A 6.55M 1.5M 531,398 701,800 20,000 4,842
Number of People Benefiting from U.S. Government-Sponsored N/A 1.77M 68,758 304,565 754,377 825,172 48,42
Transportation Infrastructure Projects

Number of Rural Households Benefiting Directly from U.S. N/A |.88M 3.42M 2.08M 2.27TM 2.46M 443
Interventions in Agriculture

Percent Change in Value of International Exports of Targeted N/A 41.10% 63.30% 70.40% 19.09% 17.78% 4,44
Agricultural Commodities Due to U.S. Assistance

Number of Commercial Laws Put into Place that Fall in the |1 Core N/A 41 30 I 26 3 4,45
Legal Categories for a Healthy Business Environment

Percent of U.S. Government-Assisted Microfinance Institutions that 71% 69% 74% 86% 70% 70% 4,46
have Reached Operational Sustainability

Quantity of Greenhouse Gas Emissions Reduced or Sequestered 129M 180M 142M 120M 133M 133M 4748
(metric tons) (est.)

Number of Hectares of Biological Significance and Natural Resource N/A 121.6IM 126M 104.6M 86.8M 92.7M 4,49
under Improved Management as a Result of U.S. Government

Assistance

PROVIDING HUMANITARIAN ASSISTANCE

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY20Il Data
Representative Performance Indicator Results Results Results Results Target Target Note #*
Percent of USAID-Monitored Sites with Dispersed Populations 23% 41% 34% 25% 35% 40% 50,51

(Internally Displaced Persons, Victims of Conflict) Worldwide with Less
than 10% Global Acute Malnutrition (GAM) Rate

Percent of Targeted Beneficiaries Assisted by Protection and N/A 70% 77% 85% 86% N/A 52,53
Solution Activities Funded by USAID (Discontinued Indicator)

Percentage of OFDA-Funded Non-Governmental Organization N/A N/A N/A 26% 30% 35% 61,62,63
Projects that Mainstream Protection

Percent of Planned Emergency Food Aid Beneficiaries Reached by 84% 86% 92% 93% 93% 93% 54,55
USAID's Office of Food for Peace Programs

Percent of Targeted Disaster-Affected Households Provided with N/A 85% 84% 85% 86% 90% 56,57
Basic Inputs for Survival, Recovery or Restoration of Productive
Capacity

* See Appendix A for the performance indicator data notes.

" See Appendix A for details of data note .
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ANALYSIS OF USAID’S

FINANCIAL STATEMENTS

he financial statements of USAID reflect the Agency’s efforts to fulfill the mission to accelerate

human progress in developing countries. This section presents a summary analysis of the key

financial statements. This analysis summarizes the data contained in the statements in a format

that allows any reader to understand the financial activities and net position of the Agency.

The principal statements include a
Consolidated Balance Sheet, a Consoli-
dated Statement of Net Cost, a Consoli-
dated Statement of Changes in Net
Position, and a Combined Statement

of Budgetary Resources. The complete
financial statements are included in the
financial section of this report.

OVERVIEW OF
FINANCIAL POSITION

Preparing the Agency’s financial state-
ments creates the opportunity to improve
financial management and provide
accurate, reliable information that is
useful for assessing performance and allo-
cating resources. The Agency’s manage-
ment is responsible for the integrity and
objectivity of the financial information
presented in the statements. For the
eighth consecutive year, the financial
statements have received an unqualified
audit opinion from the USAID Office of
Inspector General (OIG). The Agency’s
internal controls are in place to ensure
that all assets are safeguarded against

loss from unauthorized acquisition, use,
or disposition. As USAID continues to
engage in Afghanistan and Pakistan with
significant resources, there are clear indi-
cations that the Agency will be delivering
more assistance through host government
systems and local organizations. The trend
toward greater local delivery of assistance

CHANGES IN FINANCIAL POSITION IN FY 2010

(In Thousands)

% Change
in Financial

Net Financial Condition 2010 2009 Position
Fund Balance with Treasury $ 27,221,485 $ 21,437,709 27%
Direct Loans and Loan Guarantees, Net 3,472,065 3,762,680 -8%
Accounts Receivable, Net 121,321 84,874 43%
Cash and Other Monetary Assets, Advances and

Other Assets 1,122,149 712,668 57%
PP&E, Net and Inventory, Net 133,450 140,505 -5%
Total Assets $32,070,470 $26,138,436 23%
Debt and Liability for Capital Transfers to the

General Fund of the Treasury 3,680,664 3,945,582 -7%
Accounts Payable 2,112,820 1,836,631 15%
Loan Guarantee Liability 2,265,591 2,283,273 -1%
Other Liabilities 1,129,537 603,085 87%
Total Liabilities $ 9,188,612 $ 8,668,571 6%
Unexpended Appropriations 21,108,712 16,464,124 28%
Cumulative Results of Operations 1,773,146 1,005,741 76%
Net Position 22,881,858 17,469,865 31%
Net Cost $10,406,296 $11,015,751 -6%
Budgetary Resources $24,957,025 $18,961,887 32%

and the resulting internal control chal-
lenges will require increased financial
attention from USAID’s cadre of financial
professionals to mitigate risks.

A summary of USAID’s major financial
activities in FY 2010 and FY 2009 is
presented in the table above. This table
represents the resources available for use
(assets) to pay obligations (liabilities) and

the amounts that comprise the difference
(net position). The net cost represents
the gross cost of operating USAID’s

lines of business less earned revenue.
Budgetary resources represent funds
available to the Agency to incur obliga-
tions. The summary includes an explana-
tion of significant fluctuations on each of
USAID’s financial statements.
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ASSETS COMPARISON (In Thousands)

Cash and Other Direct Loans PP&E, Net
Monetary Assets, Advances and Loans and Inventory,
and Other Assets Guaranteees, Net Net
FY 2010 [ $ 1,122,149 $ 3,472,065 $ 133,450
FY 2009 $ 712,668 $ 3,762,680 $ 140,505

BALANCE SHEET
SUMMARY

ASSETS - WHAT WE OWN
AND MANAGE

The total assets were $32.1 billion as of
September 30, 2010. This represents an
increase of $6.0 billion (or 23 percent)
over the previous year’s total assets of
$26.1 billion. The charts to the right
present a comparison of the major asset
and liability categories as a percentage

of total assets and liabilities. The most
significant assets are the Fund Balance
with Treasury, and Direct Loans and
Loan Guarantees, Net which represent
85 percent and 11 percent of USAID’s
current period assets, respectively.

The Fund Balance with Treasury consists
of funding available through the U.S.
Department of Treasury’s accounts that
are accessible by the Agency to pay the
Agency’s obligations incurred. USAID’s
Fund Balance with Treasury increased

by $5.8 billion (27 percent) primarily
because Congress appropriated $4 billion
more to USAID in 2010 than in 2009.
Appropriations for the Economic Support
Fund increased by approximately $1.7
Billion. Appropriations for the Funds for
Development Assistance, International
Disaster Assistance, Operating Expenses

and the Global AIDS Efforts all increased

22

Accounts Fund Balance
Receivable, with
Net Treasury
$ 121,321 $27,221,485
$ 84874 $21,437,709

FY 2010 TOTAL ASSETS: $32,089,165 (In Thousands)

Cash and Other Monetary
Assets, Advances and Other Assets
$1,122,149
(3.5%)

Direct Loans
and Loan
Guarantees, Net
$3,472,065
(10.8%)

PP&E, Net and
Inventory, Net
$133,450
(0.4%)

by $300 to $500 million. Funds are
often obligated in the same year in which
they are appropriated but usually not
disbursed. That is why large appropria-
tion increases will cause Fund Balance
with Treasury to increase in the year in

which USAID receives them.

In addition, USAID receives budget
authority from the following three parent
agencies: Millennium Challenge Corpo-
ration, USDA Commodity Credit Corpo-
ration, and the Department of State.
USAID is required to submit financial
data to these parent agencies to ensure
that these agencies report on allocations
provided to the Agency.

Accounts
Receivable, Net
$121,321

(0.4%)

Fund Balance
with Treasury
$27,221,485
(84.9%)

LIABILITIES - WHAT WE OWE

The Consolidated Balance Sheet reflects
total liabilities of $9.2 billion, of which
$3.7 billion or 40 percent, is Debt and
Liability for Capital Transfers to the
General Fund of the Treasury as presented
in the chart shown. These liabilities
represent funds borrowed from the U.S.
Treasury to carry out the Agency’s Federal
Credit Reform program activities and net
liquidating account equity. Total liabilities
increased by $520 million or 6 percent
compared to FY 2009.
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LIABLITIES COMPARISON (In Thousands)

$4,500,000
$4,000,000
$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000 -
$0,000
Debt and Liability for Capital Transfers Accounts Loan Guarantee Other

to the General Fund of the Treasury Payable Liability Liabilities

FY 2010 [l $3,680,664 $2,112,820 $ 2,265,591 $ 1,129,537

FY 2009 $3,945,582 $ 1,836,631 $2,283,273 $ 603,085

ENDING NET POSITION -
WHAT WE HAVE DONE
OVER TIME

FY 2010 TOTAL LIABILITIES: $9,188,612 (InThousands)

Loan Guarantee Other Liabilities

The Statement of Changes in Net Position

inges n Net Liability $1,129,537
represents the Agencys equuity, Wthl’l $2,265,591 (I23%)
includes the cumulative net earnings (24.7%)

and unexpended authority granted by
Congress. USAID’s Net Position as
shown on the Consolidated Balance
Sheet and the Consolidated Statement
of Changes in Net Position increased

Debt and Liability for
Capital Transfers to
the General Fund

11s . . Accounts Payable of the Treasury
$5.4 bllllO-n or 31 percent, an-d 1.s mainly $2.112.820 $3.680.664
due to an increase of appropriations (23.0%) (40.0%)

received. The remaining variance is due
to FY 2009 ending balances brought
forward related to the Israel Program

Account, HIV/AIDS program funds,
and Operating Expenses.

Operating Unit Management

$377,915 Peace and Security

RESULTS (NET COST) (3.6%) $|(I007§;;)4

OF OPERATIONS o

Humanitarian

OUR SOURCES AND USES Assistance b ;
1,629,087 emocratically

OF FUNDS $ 5y $1.768.207

(17.0%)
Investing in People
$2,848,414
(27.4%)
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FY 2010 NET COST OF OPERATIONS: $10,406,296 (In Thousands)

Governing Justly and

The results of operations are reported
in the Consolidated Statement of Net

Cost and the Consolidated Statement of Economic Growth
Changes in Net Position. The Consoli- $2,710,179
dated Statement of Net Cost represents (26.0%)

the cost (net of earned revenues) of
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operating the Agency’s six objectives.
These objectives are consistent with

the State-USAID Strategic Planning
Framework. Two objectives, Economic
Growth and Investing in People, represent
the largest investments at 26 percent and
27 percent of the net cost of operations,
respectively. The corresponding chart
shows the total net cost incurred to carry
out each of the Agency’s objectives.

For FY 2010 and FY 2009, USAID’s net
cost of operations totaled $10.4 billion
and $11.0 billion, respectively. Net costs
of operations decreased $609 million or

6 percent compared to last year. Net cost
decreases in the Economic Growth

and in the Investing in People objec-

tives were partially offset by increases in
other program objectives. The net cost
decrease of $914 million in the Economic
Growth objective was caused by a return
in FY 2010 of cash transfers for economic
support to normal levels. They were
unusually high in 2009 because of urgent
needs related to reconstruction efforts

in war-torn areas. The net costs in the
Investing in People objective decreased by
$210 million. This was partially due to
some re-focusing of our programs.

Major elements of net cost are broken
out below. This chart compares the major
elements of net cost by year starting with
FY 2008 and going through FY 2010.

In addition, the financial reporting of
the disbursement of American Recovery
and Reinvestment Act (ARRA) of 2009
funds by the Agency has comported with
statutory mandates and OMB require-
ments. Monitoring of internal controls
provides assurance that funds are properly
accounted for and reported. The Agency
has developed a series of reports to allow
internal tracking of activities under

the Act.

MAJOR ELEMENTS OF NET COST COMPARISON OVER TIME (In Thousands)

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Peace and Governing Justly and  Investing in Economic

OBJECTIVES Security Democratically People Growth
Il FY 2010 $ 1,072,494 $ 1,768,207 $ 2848414 $ 2,710,179
FY 2009 $ 979,638 $ 1,753,766 $ 3,058,013 $ 3,624,505
M FY 2008 $ 844815 $ 1,410,122 $ 3,662,618 $ 2,363,386
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Humanitarian Operating Unit

Assistance Management
$ 1,629,087 $ 377915
$ 1,455,654 $ 144,175
$ 582,021 $ 58345
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FY 2010 NET COST PROGRAM AREAS

(In Thousands)

OBJECTIVE PROGRAM AREA TOTAL
Peace & Security Counterterrorism $ 17,102
Combating Weapons of Mass Destruction (WMD) 65,007
Stabilization Operations and Security Sector Reform 51,214
Counternarcotics 423,216
Transnational Crime 17,885
Conflict Mitigation and Reconciliation 498,070
Peace & Security Total 1,072,494
Governing Justly & Democratically Rule of Law and Human Rights 181,222
Good Governance 934,338
Political Competition and Consensus-Building 314,442
Civil Society 338,205
Governing Justly & Democratically Total 1,768,207
Investing in People Health 1,271,054
Education 871,321
Social and Economic Services and Protection for Vulnerable Populations 706,039
Investing in People Total 2,848,414
Economic Growth Macroeconomic Foundation for Growth 267,386
Trade and Investment 151,017
Financial Sector 109,438
Infrastructure 698,504
Agriculture 656,250
Private Sector Competitiveness 350,686
Economic Opportunity 180,453
Environment 296,445
Economic Growth Total 2,710,179
Humanitarian Assistance Protection, Assistance and Solutions 1,318,621
Disaster Readiness 283,960
Migration Management 26,506
Humanitarian Assistance Total 1,629,087
Operating Unit Management Crosscutting Management and Staffing 50,041
Program Design and Learning 49,500
Administration and Oversight 278,374
Operating Unit Management Total 377,915
Total Net Cost of Operations $ 10,406,296
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BUDGETARY RESOURCES

OUR FUNDS

The Combined Statement of Budgetary
Resources provides information on the
budgetary resources that were made
available to USAID during the fiscal

year and the status of those resources at
the end of the fiscal year. The Agency
receives most of its funding from general
government funds administered by the
Department of Treasury and appropriated
by Congress for USAID’s use. Budgetary
Resources consist of the resources
available to USAID at the beginning of
the year, plus the appropriations received,
spending authority from offsetting collec-
tions, and other budgetary resources

STATUS OF BUDGETARY RESOURCES FY 2010, FY 2009, AND FY 2008
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received during the year. For FY 2010, the
Agency received $25.0 billion in cumula-
tive budgetary resources, of which, by the
end of FY 2010, it had obligated $15.7
billion and left unobligated $9.3 billion.

OBLIGATIONS AND OUTLAYS

The Status of Budgetary Resources

table compares obligations incurred

and unobligated balances at year end

for FY 2010, FY 2009, and FY 2008.
Net outlays reflect disbursements net

of offsetting collections and distributed
offsetting receipts. USAID recorded total
net outlays of $9.6 billion during the

Total Budgetary
Resources

H FY 2010
$24,957,025

FY 2009
$18,961,887

M FY 2008
$15,316,659

$9,282,142

$7,003,849
$5,518,755

2010 2009 2008

Obligations Incurred Unobligated Balance

current fiscal year, and these outlays were
disbursed timely according to contracted
terms. Budgetary resources increased

$6.0 billion or 32 percent, from FY 2009,
while net outlays increased $153 million
or two percent.

LIMITATIONS OF THE
FINANCIAL STATEMENTS

The principal financial statements have
been prepared to report the financial
position and results of operations of
USAID, pursuant to the requirements of
31 U.S.C.3515 (b). While the statements
have been prepared from the books and
records of USAID, in accordance with
generally accepted accounting principles
(GAAP) for Federal entities and the
formats prescribed by OMB, the state-
ments are in addition to the financial
reports used to monitor and control
budgetary resources. The statements
should be read with the understanding
that they are for a component of the
U.S. Government, a sovereign entity.
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ANALYSIS OF USAID’S

SYSTEMS, CONTROLS, AND
LEGAL COMPLIANCE

MANAGEMENT ASSURANCES

FISCAL YEAR 2010 - ANNUAL FMFIA ASSURANCE STATEMENT

USAID’s management is responsible for
establishing and maintaining effective
internal control and financial manage-
ment systems that meet the objectives
of the Federal Managers’ Financial
Integrity Act (FMFIA) of 1982. USAID
is able to provide a qualified statement
of assurance that the internal controls
and financial management systems
meet the objectives of FMFIA, with the
exception of one material weakness. The
details of the exception are provided in
Exhibit A.

USAID conducted its assessment of the
effectiveness of internal control over the
effectiveness and efficiency of opera-
tions and compliance with applicable
laws and regulations in accordance with
OMB Circular A-123, Managements
Responsibility for Internal Control. Based
on the results of this evaluation, USAID

can provide reasonable assurance that
its internal control over the effectiveness
and efficiency of operations and compli-
ance with applicable laws and regula-
tions as of September 30, 2010 was
operating effectively and no material
weaknesses were found in the design or
operation of the internal operational
controls.

In addition, USAID conducted its
assessment of the effectiveness of
internal control over financial reporting,
which includes safeguarding of assets
and compliance with applicable laws
and regulations, in accordance with the
requirements of Appendix A of OMB
Circular A-123. Based on the results of
this evaluation, USAID identified one
material weakness in its internal control
over financial reporting as of June 30,
2010. Other than the exception noted

FEDERAL MANAGERS’ FINANCIAL INTEGRITY ACT (FMFIA)

The FMFIA requires agencies to establish
and maintain an effective system of
internal control and to perform ongoing
reviews to achieve the objectives of
effective and efficient operations, reliable
financial reporting, and compliance with
applicable laws and regulations. It also
requires that the Agency head, based on
an evaluation, provide an annual FMFIA

assurance statement on whether USAID
has met this requirement. USAID,

in keeping with the Administration’s
increased transparency and accountability
requirements, expanded its internal
control assessment efforts during the

year to respond to recent legislation and
regulatory requirements.

in Exhibit A, the internal controls
were operating effectively and no other
material weaknesses were found in

the design or operation of the internal
control over financial reporting.

USAID also conducted reviews of

its financial management systems in
accordance with OMB Circular A-127,
Financial Management Systems. Based
on the results of these reviews, USAID
can provide reasonable assurance that
its financial management systems
substantially comply with the require-
ments of the Federal Financial Manage-
ment Improvement Act (FFMIA) as of
September 30, 2010.

Rajiv Shah
Administrator
November 15, 2010

Internal Control Over Operations

USAID’s Internal Control Program is
comprehensive and requires Agency
managers to take systematic and proactive
measures to develop and implement
appropriate cost-effective controls

for results-oriented management and
evaluate effectiveness on a continuous
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basis. The Agency’s Management Control
Review Committee (MCRC) oversees

the Agency’s internal control program,
including the identification, correction, and
reporting on internal control deficiencies.
The MCRC, which meets at least two times
a year, is normally chaired by the deputy
administrator and is composed of USAID
executive level managers. Information from
annual certification statements provided by
mission directors, assistant administrators,
and independent office directors serves as
the fundamental basis for the Administra-
tor’s Annual Statement of Assurance. This
document asserts the adequacy of the
Agency’s internal control environment and
explains whether related control deficien-
cies exist. The certification statements

are based on information gathered from
various sources, including the managers’
personal knowledge of day-to-day
operations and existing controls, program
reviews, and other management-initiated
evaluations. In addition, USAID managers
give consideration to the Government
Accountability Office (GAO) and the
Office of Inspector General (OIG) reviews,
audits, inspections, and investigations as
part of the evaluation process.

USAID managers successfully completed
internal control reviews of the Agency’s
programs and operations. No material
weaknesses were identified.

Internal Control Over
Financial Reporting

Appendix A, Internal Control Over
Financial Reporting of OMB Circular
A-123, Management’s Responsibility

for Internal Control requires agencies to
assess, document, and report on internal
control over financial reporting specifically.
Appendix A signals increased responsi-
bility and awareness of management for
financial related controls. USAID remains
committed to sound internal control over

financial reporting and employs a program
to continuously assess, document, and
report on these controls. The result of the
evaluation identified one material weakness
and forms the basis for USAID’s qualified
statement of assurance, considering the
exception explicitly noted.

Internal control over financial reporting
should assure the safeguarding of assets
from waste, loss, unauthorized use, and
misappropriation, as well as assure compli-
ance with laws and regulations pertaining
to financial reporting. Financial reporting
includes the annual financial statements as
well as other significant internal or external
financial reports that could have a material
effect on a significant spending, budgetary,
or other financial decision of the Agency
or that are used to determine compliance
with laws and regulations on the part of
the Agency. These reports include quarterly
financial statements, financial statements
at the operating division or program level,
budget execution reports, reports used

to monitor specific activities, and reports
used to monitor compliance with laws and
regulations.

USAID management uses the standard prin-
ciples of a risk-based approach to comply
with the requirements outlined in Appendix
A and continually monitor financial related
controls. Monitoring includes updating

key business processes, updating process
documentation, updating key controls based
on operational changes, and testing key
controls in Washington and in the missions
according to a risk-based cyclical schedule as
follows:

e High Risk — annually
¢ Moderate Risk — biennially
¢ Low Risk — triennially

Accordingly, the FY 2010 Appendix A
review focused primarily on high-risk and
medium-risk key business processes with

additional qualitative reviews. The key
businesses processes are:

* Financial Reporting

¢ Accounts Payable

e Accruals (high)

 Fund Balance with Treasury (high)
* Credit Programs (medium)

e Advances and Pre-Payments (medium)
* Budget (medium)

* Obligations (medium)

¢ Contracts (medium)

¢ Payroll (medium);

The qualitative reviews included:

* Expanded Object Class Codes

* Sensitive Payments

¢ Post Differentials

e Premium Class Travel

* Surveys (Chief Financial Officer (CFO)
Customer Service, WebTA, and ICASS
[International Cooperative Administra-
tive Support Services])

OMB A-123 reviews were conducted

at 10 USAID overseas field missions.

The selection of overseas field missions

to participate in on-site testing was
performed in accordance with the guide-
lines established by GAO. The 10 overseas

field missions visited were:

Colombia Zambia
Madagascar Cambodia
Ethiopia Nairobi/East Africa
Georgia Kosovo

Nigeria Liberia

Several control deficiencies were identified
as part of the A-123 assessment. The
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review identified one material weakness
concerning large unreconciled differences
with the U.S. Treasury and its Fund
Balance with Treasury Account and

three significant deficiencies related to
advances, obligations, and loans receiv-
able. Regarding the material weakness,
the Agency continued to maintain
outstanding suspense items that were
aged beyond the 60 days limit required by
the Department of the Treasury. USAID
continued to have large unreconciled
differences between the Fund Balance
with Treasury account recorded in its
financial accounting system (Phoenix)
and the Fund Balance reported by the
U.S. Department of the Treasury. These
differences occurred because USAID
frequently recorded third party payments
in its general ledger in appropriations that
were different from the appropriations

in which the U.S. Treasury recorded the
identical payments. Corrective actions are

addressed at Exhibit A.

Improving the Management
of Government Charge Card
Programs

Appendix B, Improving the Management
of Government Charge Card Programs
requires Federal agencies to maintain
internal controls that reduce the risk

of fraud, waste, and error in govern-
ment charge card programs. Appendix

B “prescribes policies and procedures

to agencies regarding how to maintain
internal controls that reduce the risk of
fraud, waste, and error in government
charge card programs.” Appendix B also
aims to “maximize benefits to the Federal
Government when using government
charge cards to pay for goods and services
in support of official Federal missions.”

USAID management performs a review
of various aspects of cardholder activity
in order to monitor controls and compli-
ance, including objectives such as:

* Only authorized and trained employees
are provided a charge card;

* Card account management is appro-
priate when a cardholder transfers
within the Agency or separates from
the Agency;

* All charges are accurate, authorized, and
are for legitimate business purposes;

* Payments are made properly and
promptly to maximize card rebates;

e Cardholders and supervisors reconcile
card charges to identify errors and/or
misuse;

* Erroneous charges or unauthorized
purchases identified after payment
are recaptured from the vendor or
employee; and

* Management monitors activity and
appropriate reports to identify delin-
quency, misuse, or abuse.

In order to communicate government
charge card programs, activity, and the
monitoring thereof, management in
accordance with Appendix B of OMB
Circular A-123 submits periodic reports
to OMB including:

* Monthly Assessment Team Tracking
* Quarterly Data Reporting
* Annual Narrative Reporting

* Credit Card Management Plan

Requirements for Effective
Measurement and Remediation
of Improper Payments

Appendix C, Parts I, 11, and III, Reguire-
ments for Effective Measurement and
Remediation of Improper Payments are
aimed at improving the integrity of the
government’s payments and the efficiency
of its programs and activities, including

the Improper Payments Information

Act (IPIA) of 2002 (PL. 107-300), and
section 831 of the Defense Authorization
Act for FY 2002 (PL. 107-107, codified
at 31 U.S.C. §§ 3561-3567), also known
as the Recovery Auditing Act. Appendix
C, Parts I and II require agencies to
review all programs and activities they
administer and identify those which may
be susceptible to significant erroneous
payments. Further, agencies are required
to report on their recovery auditing activi-
ties annually in the appropriate section of
the IPIA portion of its Agency Financial
Report (AFR), as required by OMB
Circular A-136. Significant components
of Appendix C, Part III include:

* Determining the programs subject
to Executive Order 13520, Reducing
Improper Payments (i.e., high priority
programs);

* Submitting to the agency’s Inspector
General (IG) and the Council of
Inspectors General on Integrity and
Efficiency (CIGIE), and making
available to the public, a quarterly
report on any high-dollar overpay-
ments identified by the agency; and

* Establishing procedures to identify
entities with outstanding improper
payments.

To comply with IPIA and Appendix C
guidance, the Agency:

1. Reviewed all program and activi-
ties and identified those which were
susceptible to significant erroneous
payments;

2. Obtained a statistically valid estimate
of the annual amount of improper
payments in programs and activities;

3. Implemented a plan to reduce
erroneous payments; and
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4. Reported estimates of the annual
amount of improper payments in
programs and activities and progress in
reducing them.

Additionally, the Agency prepared and
submitted the required quarterly high-
dollar overpayment reports to OMB and
the Agency’s IG, as applicable, to comply
with Executive Order 13520 for FY 2010.

Conducting Acquisition
Assessments under OMB
Circular A-123

Conducting Acquisition Assessments under
OMB Circular A-123 requires agencies
to conduct entity level internal control
reviews of the acquisition function;
continuously monitor and improve

the effectiveness of internal control
associated with their programs; integrate
assessment efforts with existing agency
internal control processes and practices
to ensure the coordinated establishment,
assessment, and correction of internal
controls for acquisition; and use the OMB
developed template for acquisition and
program management reviews to stan-
dardize the assessment approach.

Conducting Acquisition Assessments under
OMB Circular A-123 enhances the
quality of entity level acquisition reviews,
consistent with standardization and
integration guiding principles. USAID
remains committed to leverage existing
resources by implementing an integrated
management approach to internal control
that focuses equally on the financial,
program, operational, and administrative
functional areas of the Agency, including
acquisition.

Reporting on the results of the assess-
ment in accordance with existing Agency
internal control directives does not give
rise to the disclosure of findings. However,

management is aware of challenges,
for which corrective actions have been
designed and tracked and assessed,

as appropriate.

American Recovery and
Reinvestment Act

The American Recovery and Reinvestment
Act (ARRA or Recovery Act) of 2009
commonly referred to as the Recovery
Act, provided economic stimulus funding
intended to create jobs and promote
investment and consumer spending
during the recession. The Agency used its
ARRA funding to enhance its informa-
tion technology (IT) systems to include
co-location of backup information
management facilities. In an effort to align
overall Agency plans with the goals of the
Recovery Act, USAID management will
complete the rollout of its Global Acquisi-
tion and Assistance System (GLAAS) that
will provide the ability to process transac-
tions worldwide. Investing in GLAAS
serves two fundamental functions:
expansion of E-Government initiative
and Agency business modernization.
GLAAS will maximize interoperability
and minimize redundancy through
integration with a host of internal and
external systems. OMB issued updated
implementing guidance for the Recovery
Act on April 3, 2009. This document
transmitted government-wide guidance
for carrying out programs and activities
enacted in the Recovery Act and required
agencies to establish greater transparency
and accountability in reporting. New
controls include:

e Weekly Financial and Activity
Reporting

* ARRA Obligations and Outlays
Reporting

¢ National Environmental Policy Act
(NEPA) Compliance Reporting

* Major Communication Reporting
* Funding Notification Reporting

* Agency and Program Performance

Reporting

The new provisions of the updated
implementing guidance for the Recovery
Act include risk management. This is
the Agency’s management tool to assess
and mitigate events that might adversely
impact the goals of the Recovery Act,
the program which is funded by the
Recovery Act, and the Agency as a
whole. The Agency’s risk management
plan, which presents a risk management
strategy, risk framework, risk analysis
and assessment, risk mitigation, and
risk reporting, continues to guide the
proactive risk management approach
employed as part of the overall manage-
ment and monitoring of the activities
under the Recovery Act.

Open Government — Framework
for the Quality of Federal
Spending Information

In the Memorandum on Transparency
and Open Government, issued on January
21, 2009, the President instructed the
Director of OMB to issue an Open
Government Directive. Responding

to that instruction, Open Govern-

ment Directive M-10-06 was issued

on December 8, 2009, which directs
executive departments and agencies to
take specific actions to implement the
principles of transparency, participation,
and collaboration set forth in the Presi-
dent’s Memorandum. The directive called
for the improvement of the quality of
government information available to the
public that conforms to OMB guidance
on information quality. The directive
required agencies to be accountable for
the quality of Federal spending informa-
tion publicly disseminated through
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such public venues such as Recovery.gov
and USASpending.gov and to work to
improve the quality and integrity of that
information.

The framework ensures information

on Federal spending is objective and of
high quality, covering the following five
sections; Governance, Risk Assessment,
General Governing Principles and
Control Activities, Communications, and
Monitoring.

Accordingly, the Agency’s Data Quality
Plan sets forth the current and planned
processes that implement and are consis-
tent with the directive and framework.
For almost five decades, USAID has been
providing foreign assistance and humani-
tarian relief around the world. As such,
USAID is a recognized leader in inter-
national development and has amassed a
wealth of knowledge to assist a world in
need. The Agency has a responsibility to
share this knowledge, including spending
data with the general public, broader
U.S. Government, international donors,
implementing partners, host countries,

and beneficiaries—all with the objective
of addressing development needs.

This is being done on a regular basis across
the worldwide USAID organization.
With missions in more than 80 countries,
USAID personnel must also be able to
learn from each other and their partners
so that impact can be increased. To do

so, the full extent of the Agency’s own
knowledge must be made available in

a way it can easily be shared without
borders across countries and development
sectors. For the Agency, quality is an
encompassing term comprising utility,
objectivity, and integrity. USAID takes
pride in the quality of its Federal
spending information and is committed
to disseminating information that meets
the Agency’s standards for objectivity,
integrity, and utility.

Management will continue to channel
focused efforts to reconcile current
monthly transactions with the U.S.
Treasury and to identify, track, resolve,
and eliminate suspense items older than

60 days by end of FY 2011. In addition,

management will work closely with the
OIG to ensure that the new initiatives are
functioning as intended.

The FMFIA assurance statement includes
a separate assessment of the effectiveness
of the Agency’s internal controls over
financial reporting as a subset of the
overall FMFIA assurance statement.

FMFIA assessment results, to include defi-
ciencies, vulnerabilities, and risks, have
been communicated to responsible and
affected process owners for remediation.
The Agency continues to work diligently
on resolving internal control related
issues. Corrective actions are in place to
manage and resolve the most significant
issues and USAID management will
continue to monitor progress of correc-
tive actions toward remedying control
deficiencies identified and related risks.
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FMFIA Material Weakness

EXHIBIT A - FMFIA MATERIAL WEAKNESS

Deficiency USAID Continues to Have Large Unreconciled Differences with the U.S.Treasury and its
Fund Balance with Treasury Account. The cause of the differences is attributed to unreconciled
suspense account transactions remaining in the outstanding suspense aging report beyond 60 days.The
differences remain unreconciled due to the difficulty in resolving historical differences and USAID not
investigating and resolving all the suspense transactions in a timely manner. Treasury Financial Manual
Volume |, Bulletin No. 2007-07, Suspense “F”Account Discontinuance and Waiver Policy, states that agencies
with approved waivers, the F3875 and F3885 suspense accounts are required to have balances no more
than 60 days old effective February 28,2009. Management’s recognition of the fund balance issues also
include (I) complexity of transactions, (2) legacy differences from prior years, (3) untimely posting
of Intragovernmental Payment and Collection (IPAC) transactions, and (4) unreconciled third party
transactions.

Actions Taken During FY 2010, USAID continued to improve and address its suspense clearing process by enhancing
the reconciling systems and implanting new reconciling processes. The improvements consisted of the
following:

* Enhanced the Cash Reconciliation Tool (CART) to match outstanding payroll items;

* Enhanced features of CART to automate preparation of Standard Form (SF) 224 data to the U.S.
Treasury and automate generation of 1,081 expenditure transfers between appropriations;

» Updated Universal Report so it contains all cumulative matched items from CART and can be easily
generated from CART system;

* Implemented Agency-wide suspense clearing tool where all suspense items are located in central
database and matched universally using CART tool;

* Improved controls to ensure IPACs sent worldwide are posted in financial system;

* Developed a matrix to monitor status and progress of reconciliation by comparing cash balances in
Phoenix against cash balances at the U.S.Treasury;

* Matched 89 percent of the offsetting suspense items posted by headquarters;

* Began researching and analyzing individual appropriations (starting with oldest appropriations) in
effort to clear historical Fund Balance with Treasury differences; and

* Implemented improved procedures for recording and reconciling third party payments made by the
Department of State and reported to USAID on the SF 1221. Implemented the use of CART tool to
match Phoenix financial management system postings with U.S. Disbursing Office (USDO) vouchers.

Actions Remaining and Management will increase staff support and continue to work toward elimination of suspense items
Expected Completion Date older than 60 days by end of FY 201 1.
Target Completion Date: September 30,201 |
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FMFIA Significant Deficiencies

In keeping with the Agency’s core concept of increasing transparency, USAID is voluntarily disclosing its most significant deficiencies
and continues to monitor the progress of corrective actions.

FMFIA SIGNIFICANT DEFICIENCIES AND CORRECTIVE ACTION PLANS

OPERATIONS

Deficiency Limited Ability to Implement and Monitor Activities in High Threat Environments (HTE).
Security conditions have either hindered program accomplishment or have the potential to create
implementation problems. In Afghanistan and Pakistan, USAID personnel cannot travel outside the
capital to project sites without the Regional Security Officer’s (RSO) approval due to the risk of being
targeted by insurgents. Similarly, in Sudan, travel outside the main cities requires RSO approval due to
highway banditry and intermittent clashes with armed groups. Extremely high staff turnover and staff
shortages at the mission in Sudan and implementing partner offices, lack of local human capacity, and
difficult conditions for transportation and logistics have also hindered implementation and monitoring of
USAID projects in Sudan. In Irag, USAID has difficulty recruiting or retaining lragi professionals because
of the threat of violence and bombings that have increased with the drawdown of U.S. troops.Violence
also makes counterparts reluctant to visit USAID staff and many key counterparts do not welcome
visits from USAID staff because of the resulting attention. USAID’s oversight of its programs is also
complicated by widespread corruption in HTEs.

Actions Taken Policy. In Washington, a Policy Task Team was established to develop Agency policy on
counterinsurgency, combating terrorism, and combating violent extremism. USAID hosted the
“Development to Counterinsurgency” Evidence Summit in September to explore evidence concerning
development HTEs. The Agency provided input to the Quadrennial Diplomacy and Development
Review (QDDR) Task Force on issues faced in response to complex emergencies. In USAID/Sudan,
an Emergency Action Committee was established.A Personal Recovery Plan and standard operating
procedures have been developed for security, medical emergency, and communications for five of the
state capitals in southern Sudan. USAID has a full-time Task Force (TF) 2010 representative who briefs
the Coordinating Director for Development and Economic Affairs (CDDEA), chairs the USAID Working
Group for Reform of the Construction Sector (WG RoCS,) and is responsible for ensuring close
coordination with other U.S. Government entities. Since early 2010, USAID/Afghanistan has focused on
improving procurement in the construction sector, one of its largest areas of effort.To this end, USAID’s
WG RoCS has made a number of recommendations in line with the U.S. Government’s Afghan First
policy, counter-insurgency strategy, and general anti-corruption efforts. These recommendations include
actions to improve the contracting process, build the capacity of smaller Afghan firms to bid on and carry
out USAID construction contracts, and improve outreach to both Afghan and American publics in order
to promote better understanding of the principles, processes, and objectives of USAID procurement.
Another priority area of USAID’s contracting reform is improving the flow of information between
USAID and other agencies and organizations across the U.S. Government and International Security
Assistance Force (ISAF). For example, one of the recommendations of the WG RoCS is that USAID use
the Joint Contingency Contracting System (JCCS) already employed by the Department of Defense to
vet Afghan firms. By vetting firms through this system, USAID would be able to ensure that the firms
have the capabilities needed to execute U.S. Government contracts, as well as verify that these firms do
not have connections to terrorist organizations, insurgents, or corrupt actors.The WG RoCS paper also
recommended linking the USAID/JCCS database with other U.S. Government databases, such as the
Combined Information Data Network Exchange (CIDNE) system used by the U.S. military.

Monitoring and Evaluation (M&E). A Policy Task Team on Evaluation was formed. Recommendations
on the M&E web portal were completed and are being incorporated into design. USAID/Afghanistan and
USAID/Pakistan require Contract/Agreement Officer Technical Representatives to conduct site visits to
verify the progress of activities.Where security concerns make this difficult, USAID engages third-party
monitoring contractors to perform concurrent monitoring to ensure that program objectives are being
met and reported results are validated.

(continued on next page)
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FMFIA SIGNIFICANT DEFICIENCIES AND CORRECTIVE ACTION PLANS (continued)

OPERATIONS (continued)

Actions Taken Recruitment, Retention, and Training. Thirty-six active Civilian Response Corps (CRC-A) personnel

(continued) were hired and 100 standby (CRC-S) personnel are ready to be deployed. USAID continues to review
CRC essential tasks and competencies. Recommendations on the redesign of the “Programming in
Conflict Environments” training are being incorporated. The “Conflict 102: Analysis and Programming”
course trained 50 officers in June and October.

Staff Care. An Agency Staff Care Coordinator was appointed. Review of available staff care services is
ongoing.

Security. The Agency’s Partner Security Liaison Officer (PSLO) positions have been designed and filled
in Afghanistan and Pakistan. Recruitment/selection is underway at USAID/Mexico for a PSLO. Designated
officer liaisons have been established and are responsible for collecting the information for the
Emergency Locator System for inclusion in the database.The RSO in USAID/Sudan has increased from
one assistant RSO position to include one senior RSO and two assistant RSO positions.

Actions Remaining and Establish an Agency Coordinating Committee on Reconstruction & Stabilization. Identify and share M&E

Expected Completion Date best practices and tools for the Agency. Implement recommendations of the QDDR and Agency policy
documents relevant to HTEs. Communicate best practices and levels of risk with Washington and mission
staff. In consultation with the Office of Security, designate posts as HTEs and educate staff. Respond to
Agency Staff Care Coordinator recommendations. USAID/Afghanistan maintains that the TF 2010 process
may have positive results on its monitoring weakness through sharing information about its contractors
with forensic auditors, communicating information about its own anti-corruption efforts in contracting
to other members of the TF team, and taking part in meetings with the ISAF, the U.S. Embassy, and other
U.S. Government agencies. Both USAID/Afghanistan and USAID/Pakistan look forward to applying TF
2010 findings to its own contracting practices and policies. The Agency expects to benefit greatly from the
effort, particularly as it moves to working increasingly with Afghan implementers, such as construction and
security contractors, to ensure that USAID resources are not misused. It should also be noted that, prior
to the formation of TF 2010, USAID was working to minimize corruption in its contracting in Afghanistan.
Target Completion Date: September 30,201 |

Deficiency Enterprise Architecture (EA): Human Resource Information Systems. USAID’s FY 2009
Agency Financial Report identified deficiencies in USAID’s EA program and staffing. While the EA staffing
and operational policy concerns have been resolved, one subsidiary issue and significant deficiency that
the Agency continues to work to resolve relates to USAID’s human resources (HR) information systems.
The current personnel/payroll system for USAID is built on the 30-year-old U.S. Department of Agriculture
(USDA) National Finance Center (NFC) platform, supplemented by over 20 stand-alone applications.

This has made the integration of information and reporting very challenging. In some areas, personnel

data has to be re-entered from one system to another. Not only is this inefficient, it results in errors.

For example, Payroll has seen a significant increase in requests from employees concerning the accuracy
of pay and deductions.VWWhen employees assigned overseas are moved from one location to another, delays
in recording the new duty station can result in overpayments or underpayments of differentials and other
allowances. Both overpayments and underpayments are a significant negative factor for employee morale,
drive additional manual workload, and increase the potential loss of government funds.

Actions Taken Pursuant to the Office of Personnel Management (OPM) and OMB mandates, USAID is in the process
of migrating to one or more of the OPM-approved HR Line of Business (HR-LOB) Shared Service
Providers. This new HR information system will cover employees from recruitment to retirement,
streamline and improve the accuracy of all human resources processes, and drive improvements in the
culture of the Office of Human Resources (OHR).

Actions Remaining and The Agency’s goal is to complete the migration to a new HR-LOB in 2012.The process steps include: a
Expected Completion Date needs assessment on HR information technology (IT) needs and current status;a comparison of available
service providers against requirements in order to select a provider; training on the new IT system
for HR, Administrative Management Services, and other users; and migration/launch of the new HR IT
system.

(continued on next page)
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FMFIA SIGNIFICANT DEFICIENCIES AND CORRECTIVE ACTION PLANS (continued)

INTERNAL CONTROL OVER FINANCIAL REPORTING (OMB CIRCULAR A-123, APPENDIX A)

Deficiency Advances: Large Amount of Outstanding Advances Aged Over 90 Days. USAID continues to have a
large amount of outstanding advances aged over 90 days.As of June 2010, we noted 435 transactions totaling
$61 million that are aged over 90 days. It was disclosed that Phoenix is not displaying accurate outstanding
advance amounts due to reference code not being applied to refund when posted after liquidation, therefore,
offsetting entry is not being reflected in system.

Actions Taken Management implemented a process to review and analyze aged outstanding advances to determine the root
cause, financial management system impact, and the necessary actions for liquidation and/or correction.

Actions Remaining and Management will continue to review aged outstanding advances to determine the accurate outstanding
Expected Completion Date advance amount recorded in Phoenix. In addition, management will initiate follow-up actions on aged
outstanding advances.
Target Completion Date: July 30,2011

Deficiency Obligations: Backlog of Incomplete Closeout and Deobligation Activities. A significant amount
of program funds will be lost to the Agency unless aggressive steps are taken to address the backlog of
contractor audits and the insufficient funding of closeout and deobligation activities. The Agency’s Office
of Acquisition and Assistance’s contract closeout process as well as required annual audits by the Defense
Contract Audit Agency (DCAA) have been historically under-funded because of the limited availability of
operating expense funds. This under-funding has led to a backlog of awards awaiting closeout and deobligation
of residual funds. Specifically, as of July 2010, the Chief Financial Officer (CFO) management initiated close-
out actions, which instructed personnel to review and validate dormant obligations totaling $ 13 million in
operating expenses and $252 million in program funds for potential deobligation.

Actions Taken During FY 2010, management initiated close-out actions that include issuing action memoranda in January,
February, and July instructing personnel to review, validate, and deobligate dormant obligations as appropriate.

Actions Remaining and Management will continue to review and monitor dormant obligations to identify candidates for deobligations
Expected Completion Date  in accordance with applicable regulatory guidance. In addition, management is seeking additional funding and
resources to perform required DCAA audits and to address backlog contract closeout process.
Target Completion Date: September 30,201 |

Deficiency Credit Program: USAID’s Reconciliation of Loans Receivable is Not Adequate and Does Not
Resolve Differences Between USAID and Its Loan Services Provider. USAID continues to have large
unreconciled differences between amounts recorded in its general ledger (Phoenix) and amounts recorded in
the financial accounting system of its loan service provider (Midland Loan Services).

Management continues to resolve interface and reconcilement process and noted an absolute difference of
$151 million with Midland vs. Phoenix.

Actions Taken During FY 2010, USAID’s Office of the CFO made significant progress investigating and resolving
reconciliation differences.The progressive steps consisted of the following:

*  Working closely with service provider Midland Loan Services to develop a consolidated reconciliation
report;

» Developing a Microsoft Access database tool to ensure proper posting into Phoenix in the data interface
process in order to facilitate the monthly reconciliation of Midland credit program loan activities;

» Developing and implementing procedures to reconcile loan activity maintained in accounting system with
records maintained by loan servicer;and

* Performing necessary research of past debt restructuring reconciliations which significantly reduce
identified differences from prior year.

Actions Remaining and Management will continue to complete past debt restructuring reconciliations.
Expected Completion Date = Target Completion Date: June 30,2013
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FEDERAL FINANCIAL
MANAGEMENT IMPROVEMENT
ACT (FFMIA) COMPLIANCE
ASSESSMENT

The FFMIA was designed to improve
Federal financial management and
reporting by requiring that financial
management systems comply substantially
with three requirements: (1) Federal
financial management systems require-
ments, (2) applicable Federal accounting
standards, and (3) the U.S. Standard
General Ledger (USSGL) at the trans-
action level. Further, the act requires
independent auditors to report on agency
compliance with the three requirements

as part of the financial statement audit.
USAID has evaluated its financial manage-
ment systems and determined that they
substantially comply with Federal financial
management systems requirements, appli-
cable Federal accounting standards, and
the USSGL at the transaction level.

FINANCIAL
MANAGEMENT SYSTEMS

USAID has a robust portfolio of financial
management systems and tools that

help Agency staff effectively manage
taxpayer funds. All accounting transac-
tions at USAID are processed in a single,
worldwide financial management system
called Phoenix. Worldwide deployment
of Phoenix in 2006 enabled USAID to
improve financial operations by auto-
mating processes, allowing for necessary
controls, and enabling the Agency to share
standard data that is entered only once.
The system enforces standard processes
and workflow, helps identify improper
payments, allows for data reconciliation,
and reduces the opportunity for errors.

GOALS AND THE SUPPORTING
FINANCIAL SYSTEM
STRATEGIES

USAID’s financial systems framework
continues to evolve in support of ongoing
efforts to improve financial manage-
ment and Agency operations. The target
financial systems framework will be a
suite of interconnected systems and tools
that enable users to efficiently process
transactions, provide useful and reliable
information for decision-making, and
easily reconfigure to align with changing
needs and organizational structures at
the Agency. The target financial systems
framework will support the Agency’s
financial management goals, including:

Alignment with U.S. Government
Initiatives

As the Federal Government takes on new
initiatives to improve financial manage-
ment, USAID is updating its systems and
processes accordingly, to improve coor-
dination with other Federal agencies and
compliance with new standards. USAID
has recently adopted standards set forth
by the Government-wide Moderniza-
tion Act, and has updated its software to
accommodate the Common Government-
wide Accounting Classification and reflect
the new Treasury Account Symbols.

Open Government

In recognition of the Federal Govern-
ment’s increased emphasis on information
transparency, enhancements to financial
reporting and data validation will not
only increase the efficiency of Agency
financial management, but also support
Open Government initiative, benefiting
external stakeholders such as the U.S.
public. For example, the “Where Does

USAID’s Money Go?” report on the
USAID website makes publicly available
the top countries, vendors, and program

areas that are funded by USAID.

Worldwide Operations

USAID’s workforce consists of a diverse
group of employees from around the
world. Although the leadership in the
Office of the Chief Financial Officer
(CFO) is stationed in USAID head-
quarters, the CFO encourages innova-
tion in the overseas missions, and helps
Agency staff in the field leverage and
scale solutions that can improve financial
management around the world.

Workforce Development

USAID is currently undertaking a
Development Leadership Initiative

to significantly increase the Agency’s
workforce, including financial personnel.
USAID is supporting staff development
by providing resources, training, and
ongoing support. In addition to providing
technical education for foreign assistance
staff, USAID holds training around

the world to teach its employees about
financial management, internal controls,
acquisition and assistance management,
and other topics that help them effectively
manage U.S. Government funds.

FINANCIAL MANAGEMENT
SYSTEMS FRAMEWORK

The Phoenix accounting system is at

the core of USAID’s financial systems
framework. In June 2010, USAID
completed a major software upgrade to
the Phoenix system, enabling the Agency
to improve financial operations, meet
new security requirements, comply with
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evolving Federal regulations, and interface
more effectively with other Agency
business systems. The upgrade also
allowed for the addition of a new ePayroll
module that will streamline and stan-
dardize payroll processing at the Agency.
In addition to Phoenix, the Agency has
implemented a suite of systems and tools
that contribute to effective financial
management.

GLAAS manages awards throughout
the acquisition and assistance lifecycle,
including reporting and administra-
tion. The GLAAS and Phoenix systems
are integrated so that procurement and
financial data can be exchanged on a
real-time basis, enabling efficient and
accurate funds control validation for
procurement actions. GLAAS, which has
replaced the legacy New Management
System (NMS), is continuing to deploy
overseas, and will be operational in all
USAID missions worldwide in 2011.

The Agency’s time and attendance system,
webTA, is the timekeeping system of
record for some categories of USAID
employees. The webTA user base was
expanded to include personal services
contractors (PSC) in FY 2010, and will
next be rolled out to the USAID’s foreign
service national (FSN) staff, a large
component of the Agency workforce.

The E2 travel management tool coordi-
nates approval, payment, and management
of travel expenses. An interface is currently
being developed between E2 and Phoenix
to improve the accuracy and efficiency of
travel accounting.

These systems are complemented by tools
that help financial management staff in the
field with their planning and accounting.
A budget tracking tool developed by
USAID/Peru, called OpsMaster, inte-
grates program budget planning data

with financial management information.

OpsMaster is currently being upgraded
and deployed to all USAID locations
worldwide. The Cash Reconciliation
Tool, or CART, is an automated tool

that helps financial management staff
reconcile Agency posted transactions with
the Department of Treasury and U.S.
Disbursing Offices (USDO) transactions.
The tool, developed by USAID/Egypt,
includes controls to prevent Statement of
Differences. And a field support applica-
tion called FS-AID helps program manage-
ment staff plan and manage requirements
for technical support agreements that

are centrally managed from USAID
headquarters.
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OTHER MANAGEMENT

INFORMATION, INITIATIVES,
AND ISSUES

IMPLEMENTING THE RECOVERY ACT

ursuant to Division A, Title XI of the Recovery Act, USAID received $38 million for I'T

systems, where appropriate, to increase efficiencies and eliminate redundancies, to include

co-location of backup information management facilities. USAID is using Recovery Act
funds to complete the rollout of GLAAS. GLAAS is a new enterprise business system that will, for

the first time, give USAID the ability to process more than $11.5 billion annually in acquisition

and assistance transactions worldwide.

Investment in GLAAS serves two essential
functions: expansion of E-Government
initiatives and Agency business modern-
ization. GLAAS will maximize interoper-
ability and minimize redundancy through
integration with a host of internal and
external systems. The real-time integra-
tion of GLAAS with USAID’s financial
management system will allow the Agency
to provide comprehensive, timely, and
accurate reports to OMB, Congress,

and other stakeholders. GLAAS will

also integrate with external govern-

ment systems including FPDS-NG,
FedBizOpps, FAADS, and Grants.gov,
simplifying the acquisition and assistance
process and enhancing USAID’s ability to
provide important financial information

to the public.

To date, Recovery Act funds have enabled
USAID to make significant progress
toward the completion and deployment

of GLAAS. USAID released GLAAS 3.2

in December 2009 to provide critical
functionality for headquarters offices
and overseas missions. GLAAS 3.3 was
released in August 2010 to accommo-
date changes necessary to maintain an
interface with the updated version of
USAID’s financial management system,
Phoenix. From October 2009 through
March 2010, USAID completed deploy-
ment of GLAAS to all 21 headquarters
bureaus and offices requiring access. This
accomplishment was followed by GLAAS
deployments to an additional 22 missions
from November 2009 through July
2010: November 2009 — Africa Region
(Ethiopia); March 2010 — Latin America
and Caribbean Region (Barbados,
Dominican Republic, El Salvador,
Guatemala, Guyana, Honduras, Jamaica,
Mexico, Nicaragua, and Panama); and
July 2010 — Asia Region (Bangladesh,
India, Indonesia, Central Asia Republics
(Kazakhstan, Kyrgyzstan, Tajikistan,
Turkmenistan, and Uzbekistan),

Mongolia, Philippines, and Sri Lanka).
These deployments raised the total
number of overseas missions with GLAAS
access to 42, representing more than

50 percent of USAID missions.

The deployments completed through July
2010 enabled the Agency to significantly
increase the use of GLAAS for managing
acquisitions and assistance projects.
During FY 2010, USAID obligated

$3.1 billion through GLAAS, reflecting

a more than 177 percent increase over
the amount obligated during FY 2009.
Once fully deployed, GLAAS will provide
significant benefits to the Agency and its
stakeholders through staff workload opti-
mization, legacy system retirement, and
enhancements to reporting and project
management capabilities.

For more details on Recovery Act material
activities, please go to the Agency’s Recovery
website at hep:/fwww.usaid.gov/recovery/.
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FINANCIAL STATEMENT AUDIT FINDINGS

One material weakness and three significant deficiencies were identified in the FY 2010 Independent Auditor’s Report.
'The following table lists the material weakness and significant deficiencies as well as planned actions to resolve them.

SUMMARY OF INDEPENDENT AUDITOR’S REPORT FINDINGS FY 2010

Material Weakness

USAID Does Not
Reconcile its Fund
Balance with Treasury
Account with the U.S.
Treasury and Resolve
Reconciling Items in a
Timely Manner
(Repeat Finding)

Target Completion
Date

September 30,201 |

Planned Corrective Actions

USAID will focus on eliminating legacy differences, correcting the HHS crosswalk, and
clearing items from the suspense accounts within 60 days.

Target Completion

Significant Deficiency Planned Corrective Actions Date
USAID’s Process USAID will continue to work with the service provider to investigate and resolve June 30,2013
to Reconcile Loans differences. The Office of the CFO will complete new debt restructuring reconciliations
Receivable Is Not within the timeframe described above by training additional personnel, but it will
Effective and Does Not take estimated two and a half more years to complete past debt restructuring
Resolve Differences in reconciliations.
aTimely Manner
(Repeat Finding)

USAID’s Process to USAID will institute processes to improve the internal control procedures regarding June 30,2011

Monitor and Account
for Property, Plant,
and Equipment Is Not
Effective

property, plant and equipment.

Intragovernmental
Transactions Remain
Unreconciled
(Repeat Finding)

The Office of the CFO has implemented corrective actions related to audit September 30,2015
recommendations issued under the GMRA audit reports for FYs 2005-2009. USAID

requires more cooperation from its trading partners if we are to eliminate differences

altogether but we will keep trying to improve, consistent with other demands on our

resources.
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PROGRESS MADE ON ISSUES FROM THE FY 2009 FINANCIAL STATEMENT AUDIT

USAID has taken extensive and aggressive actions during FY 2010 to address the material weakness and
significant deficiencies identified in the FY 2009 audit as indicated in the table below.

SUMMARY OF INDEPENDENT AUDITOR’S REPORT FINDINGS FY 2008

Actions Remaining

and Target
Material Weakness Corrective Actions Completion Date
USAID Does USAID has successfully reconciled current year transactions but did not significantly reduce  Target Completion
Not Reconcile the backlog of historical differences. USAID significantly improved its control systems and  Date: September 30,
its Fund Balance procedures during FY 2010. These include improved controls over suspense account items (] |
with Treasury and third party payments as well as improved analytical reports. The Agency expects to make

Account with significant reductions in the backlog of old differences during FY 201 1.

the U.S. Treasury
and Resolve
Reconciling Items
in a Timely Manner
(Repeat Finding)

Date Closed or

Significant Target Completion
Deficiency Corrective Actions Date
USAID’s Process USAID has developed and implemented procedures to conduct a thorough reconciliation of ~ Closed:
to Reconcile Loans  the outstanding loan balances. In order to perform monthly reconciliations, a database tool September 30,2010
Receivable is Not was developed to ensure proper posting into Phoenix in the data interface process.
Effective And

Does Not Resolve
Differences
between USAID
and its Loan
Services Provider
in a Timely Manner
(Repeat Finding)

USAID’s Accrual USAID rectified the flaw in the financial accounting system script to ensure that payments made  Closed:
Reporting System for amounts accrued are applied to the related contract or task order accruals before quarterly ~ August 12,2010
Does Not Record accruals are recorded against the original contract obligation in the accounting system.

Accrued Expenses

Accurately

Intragovernmental USAID’s continuous search for consistent accounting practices between agencies has been  Target Completion
Transactions showing improvements and it has been able to identify 99.7 percent of intragovernmental Date:

Remain differences. September 30,2015

Unreconciled
(Repeat Finding)
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AUDIT MANAGEMENT

The OIG uses the audit process to help
USAID managers improve the efficiency
and effectiveness of operations and
programs. USAID management and the
OIG staff work in partnership to ensure
timely and appropriate responses to audit
recommendations. The OIG contracts
with the Defense Contract Audit Agency
(DCAA) to audit U.S.-based contrac-
tors and relies on non-Federal auditors

to audit U.S.-based grant recipients.
Opverseas, local auditing firms or the
supreme audit institutions (SAI) of host
countries audit foreign-based organiza-
tions. The OIG staff conducts audits

of USAID programs and operations,
including the Agency’s financial state-
ments, related systems and procedures,
and Agency performance in implementing
programs, activities, or functions.

During FY 2010, USAID received 496
audit reports; 438 of these reports covered
financial audits of contractors and recipi-
ents, and 58 covered Agency programs or
operations. The Agency closed 706 audit
recommendations. Of these, 334 were
from audits performed by the OIG staff
and 372 were from financial audits of
contractors or grant recipients. USAID
took final action on recommendations
with $5.3 million in disallowed costs, and
$9.7 million was put to better use during

the fiscal year.

At the end of FY 2010, there were 756
open audit recommendations. Of these,
46 were more than a year old. Fourteen
of the 46 were under formal administra-
tive or judicial appeal with the Agency’s
procurement executive or the Civilian
Board of Contract Appeals (CBCA).

The remaining 32, or 4.2 percent, were
audit recommendations that could not be
closed within a year of the management
decision (i.e., corrective action plan) date.
In addition, there was one audit recom-

mendation over six months old with no
management decision. This was in relation
to an audit of the adequacy of USAID’s

anti-terrorism vetting procedures.

‘The 32 audit recommendations that were
over one year old included 15 recom-
mendations requiring collection of funds
from contractors and recipients, and

17 requiring improvements in Agency
programs and operations. The latter were
tied to an audit of USAID’s E2 Solutions
Travel System; an audit of USAID’s
Management of Real Property; Agency-
contracted audits of USAID resources by
the African Centre for the Constructive
Resolution Disputes (ACCORD), K-Rep
Development Agency, Engender Health’s
Management, Abt Associates Inc., and
The Louis Berger Group Inc.; recipient-
contracted audits of USAID agreements
with Hope Worldwide South Africa,

Tearfund, and Veterinaires San Frontieres;

an audit of USAID/Southern Africa’s
audit management program; and an audit
of the adequacy of USAID’s anti-terrorism
vetting procedures.

The charts below show that USAID
made management decisions to act

on 249 audit recommendations with
management efficiencies (funds put

to better use) and planned recov-

eries (collection of disallowed costs)
totaling more than $213.4 million.

In addition, final action was completed
for 198 audit recommendations repre-
senting $14.9 million in cost savings.
Note: The data in these charts do not
include procedural (non-monetary) audit
recommendations. The ending balance
is determined by adding management
decisions (decisions made on an appro-
priate course of action) to the beginning
balance and subtracting final actions
(closed audit recommendations).

MANAGEMENT ACTION ON RECOMMENDATION THAT

FUNDS BE PUT TO BETTER USE

Recommendations

Dollar Value ($000)

Beginning balance 10/1/2009 12 $ 10,805
Management decisions during the fiscal year | 57
Final action 4 9,684
Recommendations implemented 4 9,684
Recommendations not implemented 0 -
Ending Balance 9/30/2010 9 $ 1,178

MANAGEMENT ACTION ON AUDITS WITH DISALLOWED COSTS

Recommendations

Dollar Value ($000)

Beginning balance 10/1/2009 174 $171,819
Management decisions during the fiscal year 248 213,366
Final action 194 5,250
Collections/Offsets/Other 192 4,943
Write-offs 2 307
Ending Balance 9/30/2010 228 $379,935
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FEDERAL REAL
PROPERTY INITIATIVE

Pursuant to the Federal Real Property
Initiative, USAID designated a Senior Real
Property Officer and in collaboration with
the Department of State’s Overseas
Buildings Operations Bureau (OBO),
issued a joint State-USAID Asset Manage-
ment Plan (AMP). The AMP, which meets
requirements under Executive Order
13327 on Federal Real Property Asset
Management, forms a comprehensive
approach to managing the real property
assets needed to support development and
diplomatic missions.

Since 2005, USAID has worked in joint
coordination with OBO and USAID
Executive Officers on this initiative. Some
of the activities implemented include
maintaining an accurate inventory of real
property held by USAID, identifying and
managing capital projects, developing a
long-range overseas building plan and a
long range overseas maintenance plan,
identifying surplus assets for removal from
the inventory, and using metrics to assess
performance and make decisions. USAID
will continue efforts to maintain a
right-sized real property portfolio in 2010
and beyond using the three “R” rule—
maintaining assets at the right cost, right
condition, and right size.

ATTRACTING AND
MOTIVATING TOP
TALENT

Attracting and Motivating Top Talent

is one of six performance management
strategies identified by the Federal Chief
Performance Officer for implementing
the President’s Accountable Government
Initiative (http:/fwww.whitehouse.gov/
the-press-office/2010/09/14/presidential-
memorandum-accountable-government-
initiative). As mentioned in the Agency
Head Message, talent management is one
of seven USAID Forward reforms. Like
many Federal agencies, USAID has an
aging workforce and is beginning now

to prepare for the expected retirement

of many of its senior level executives

in the foreign and civil service in the
decade ahead. At the same time, USAID
is also in the midst of a rebuilding
effort—the Development Leadership
Initiative—that began in FY 2008 and
has even more impetus as a result of the
President’s stated goal to establish USAID
as the premiere development agency.
Consistent with the Office of Personnel
Management directives, USAID has
streamlined its civil service hiring process.
To ensure a diverse workforce, USAID
has expanded its recruitment efforts and
outreach to populations of Americans
underrepresented in our workforce,
including establishing a portal to increase
veteran hiring. Efficient and responsive
human resources (HR) services and
support, including employee assistance
and wellness programs, improvements

to performance feedback and appraisal
processes, and improving the effectiveness
of leadership and technical training and
development programs, are all vital to

USAID?s ability to retain and motivate top

talent. Efforts in FY 2011 will emphasize
progress on all these fronts and an overall
strengthening of USAID’s HR staff and
processes supporting employees to do

the best work they have ever done, and
make USAID a “best place, best people”

organ