FOREWARD
-

Thi s docunment presents the FY 2002-2006 strategic plan for the
USAID Office of Inspector General.

This plan consolidates long-term audit and investigations
activities into a single docunent. The plan articulates goals
and objectives that serve as a framework for our work over the
next five years.

This plan serves as our |long-range strategy. It is
suppl emented by our Annual Pl an. The plan recognizes and
allows for changes in our environnment, resulting fromthe new
directions for the foreign affairs agencies by the new

Adm nistration. In addition, new | aws and new priorities wll
require us to conduct a periodic assessnent of our plans and
we wi |l make changes as appropri ate.

The office welcones insight from those who will read this
plan. We appreciate comments from readers that will serve to

enhance our future planning and allow us to neet the interests
of those who will use our strategic plan.
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| NTRODUCT! ON

Amendnments to the Foreign Relations Authorization Act
reorgani zed agencies within the foreign affairs comunity. As
a result, USAID remains an independent agency reporting to the
Secretary of State and contributes to the overall foreign
policy of the United States.

Strategi c Pl anni ng

Strategic planning gives an organization the opportunity to
define how it will operate for an extended period of tine such
as three to five years. Strategic planning requires an
organi zation to state its mssion as well as its goals and
obj ectives for carrying out operations. Strategic plans al so
shoul d identify assunptions that will affect inplenmentation of
t he plan. The plan presented on the followi ng pages is our
vision of our work for the next five years.

Aut hority and Responsibility

The USAID O fice of Inspector General was established on
Decenmber 16, 1980, by Public Law 96-533, which anended the
Foreign Assistance Act of 1961. On Decenber 29, 1981, the
President signed the International Security and Devel opnent
Cooperation Act of 1981, bringing the USAID Inspector Genera
under the purview of the Inspector General Act of 1978.

The Inspector General Act of 1978 (IG Act), as anended,
authorizes the |Inspector General to conduct and supervise
audits and investigations. As a result of this work, the AOG
recommends policies to (1) pronote econony, efficiency, and
effectiveness and (2) detect and prevent fraud and abuse in
t he progranms and operations of USAID. The Inspector General is
responsi ble for keeping the Adm nistrator and Congress fully
informed of the results of audits and investigations related
to prograns and operations, as well as the necessity for, and
progress of, corrective actions.

The | G Act was anmended by the consolidated Appropriations Act,
(P.L. 106-113) on Novenber 29, 1999 to include the follow ng:

The I nspector General of the Agency for

I nt ernati onal Development . . . shall supervise,
direct, and control audit and investigative
activities relating to prograns and operations
within the Inter-Anmerican Foundation and the African
Devel opment Foundati on.



The O G also provides audit and investigation services to the
Overseas Private Investnent Corporation, upon request.

Thr oughout this docunent, we will be making references to our
responsibilities to and relations with “USAI D’ or “the Agency”
that derive from the Inspector General Act. It should be

understood that the sanme responsibilities apply to the African
Devel opment Foundation and the Inter-American Foundation even
if not specifically stated throughout this plan.

O G Structure

The Office of Inspector General has three nmpjor elenents:

Audit, Investigations, and Managenent. The O G maintains siXx
overseas offices as follows: Cairo, Egypt; San Salvador, E
Sal vador, Budapest, Hungary; Dakar, Senegal; Pretoria, South

Africa, and Manila, The Phili ppines.
M ssi on Areas

Audi t : The Assi st ant | nspector  General for Audit is
responsi ble for supervising audit activities relating to
wor | dwi de foreign assistance progranms and operations of USAI D,
the African Devel opnent Foundation, and the Inter-American
Foundat i on. Audit activities include performance audits of
prograns and managenent systens, financial statement audits as
requi red under the Government Managenent Reform Act (GWRA),
and financial statement and financial related audits of
grantees and contractors.

| nvesti gati ons: The  Assi st ant | nspect or Gener al for
| nvestigations is responsible for supervising the perfornmance
of investigative activities related to foreign assistance
prograns and operations of USAID, the African Devel opnment

Foundation, and the Inter-Anmerican Foundation. |Investigative
activities include investigations of <crimmnal, civil, and
adm ni strative violations. The Assistant |[|nspector General

for Investigations also operates the Inspector General Hot
Line that serves USAID, the African Devel opnent Foundati on,
and the Inter-Anmerican Foundati on.

Consul tations with Congress and Custoners

Understanding the views of our custonmers and ensuring that
those views are addressed in conducting our work is vital to
the overall success of O G operations. Traditionally, we have
wor ked with both USAID and Congress in soliciting comments on
wor k pl ans. Managers in our Audit and Investigations offices



hol d discussions with USAID managers and congressional staff
menbers when developing the O G Annual Performance Pl an.

These discussions have helped wus to focus our Ilimted
resources on issues of greatest Agency, congressional, and
t axpayer concern. In preparing this plan, we also held
nmeetings with the O fice of Inspector GCeneral at the

Departnment of State to discuss the issues related to the
Foreign Affairs Strategic Plan. The information gained from
these neetings was used to update the description of our
envi ronnent . Meeti ngs have al so been held with nmanagenent of
both the African Devel opnent Foundation and the Inter-Anerican
Foundati on.

To facilitate exchange between the O G staff and the custoners
for our work, the O G held a week-1ong planning conference
The conference was designed to involve participation from al
the units within the office and gave both headquarters and
field office representatives an opportunity to neet and
di scuss issues that affect audit and investigations.
Professional staff from the key Hill appropriations and
aut horizing commttees participated as did officials from the
Departnent of State. Managenent officials from USAI D Bureaus
di scussed their prograns and vulnerabilities where the OG
al ready was of assistance or could be in the future. The Vice
Chair of the President’s Council on Integrity and Efficiency
addressed issues of conmon i nterest among offices of
i nspectors general . Seni or officials of t he African
Devel opment Foundation and the Inter-American Foundation al so
presented information about risk, vulnerabilities, and audit
and investigation activities.

I nt eragency Consul tations

An  inportant el ement in carrying out our audi t and
i nvestigation wor k i's our col | aborati on with ot her
or gani zati ons.

We consult other organizations to consider the work they have
perforned, seek opportunities for joint work, and obtain
additional information that will have an effect our planning.

The General Accounting Ofice

The 1G Act requires coordination with the General Accounting
Ofice (GAO) to prevent duplication and ensure effective
coordi nation and cooperation. The O G has assigned a liaison
to serve as the principal contact with the GAO. The I|iaison
is responsible for keeping the O G advised on GAO s rel evant
audit work and reports, which are used for O G planning.
Consul tation and coordination is undertaken in planning annual
audits.



Def ense Contract Audit Agency

The Defense Contract Audit Agency (DCAA) perfornms audits,
reviews, and pre-award surveys as requested by the Agency.
The O G funds these efforts and works with DCAA and the Agency
to ensure that the work neets the Agency’s needs.



St at e Depart nment

The State Departnent is responsible for the devel opnent of a
strategic plan for International Affairs agencies of the U S.
Gover nnment . Begi nning with the year 2000, USAID aligned its
strategic plan within this franmework. Overseas pl anni ng and
coordination anong foreign affairs agencies have increased
with the preparation of a "Mssion Performance Plan" that
reflects the national interests set forth in the U S

Strategic Plan of International Affairs.

The Inspectors General of USAID and the State Departnent,
along with their senior staffs, nmeet quarterly to discuss
i ssues of mutual interest in the foreign affairs environment.
In the last year, discussions have been under way to explore
areas where joint audit work m ght be performnmed.

O hers

Several other federal agencies have interests and activities
in the foreign affairs conmunity. For exanpl e the Departnent
of Agriculture obtains food comopdities for USAID s PL 480
food distribution progranms and nmnages USAID s payroll
activities. Health and Human Services, the Federal Enmergency
Managenment Agency, the Environnental Protection Agency, and
others, including the Departnent of State, receive funds
t hrough USAID to help manage foreign assistance and disaster
assi stance activities. We coordinate with these agencies in
pl anni ng and carrying out our annual audits and
i nvesti gati ons.



THE HI GH- Rl SK ENVI RONVENT
.

Many foreign assistance activities in the devel oping world are
consi dered high risk. Some of the factors that elevate risks
relate to internal weaknesses wthin USAID the African
Devel oprment Foundati on ( ADF) , and t he I nter-Anmerican
Foundation (I AF), which have responsibility for adm nistering
t he assi stance.

These internal weaknesses present maj or managenent chall enges
which we are commtted to address in our annual audits and
i nvesti gati ons. Managenment challenges include the areas of
financi al managenent systenms, conputer security, performance
goal s and reporting, human capital resources, and procurenment
activities.

O her factors external to these organizations also elevate
risks. For instance, USAID admnisters its economc and
humanitarian assistance in an overseas environnment highly
vul nerable to fraud and corruption. Each year Transparency
I nternational, a non-governnmental organization founded in 1993
and dedicated to increasing governnent accountability and
curbing corruption, publishes a corruption perception index.
That index rates countries surveyed on a scale of 10 to O with
10 being least corrupt and O being highly corrupt. o 90
countries that Transparency International rated in 2000, 42
received a rating of less than 4 and USAID has provided
assistance to 36 of those countries. The presence of
corruption in the foreign aid environnment will continue to be
addressed in our audit and investigations work.

The O G will respond to risks and changes in the environnment
in which the ADF, the |AF, and USAID operate. The foll ow ng
pages discuss essential assunptions that the O G is making
about the environment within USAID as well as external to
USAI D. Addi tional changes to our plans and operations are
possi ble as we |learn nore about the operations, prograns, and
vul nerabilities of the ADF and the | AF.

USAID s I nternal Environnent

The high-risk environment of USAID s internal operations has
been docunmented by the O G in audit reports and by the GAO in
their recent High Risk series (GAO 01-263, High Risk Series).
The Agency has made progress but still does not have accurate
and reliable performance data and integrated infornmation
managenent systems. The financial accounting system does not
fully nmeet governnent standards. Human- capital issues have
not been addr essed successful ly despite | ongst andi ng
recognition of the problem



USAI D s External Environnent

USAID operates in about 125 countries. The working
environment is conplex, given the differences in |anguage,
| aw, and standards of accountability. Bot h Congress and the

Adm nistration set the priorities for USAID s overseas
activity.

According to the Wrld Bank, corruption-the abuse of public
office for private gain-is a global problemthat exists in all

countries in varying degrees. It also exists in various
forms, including; (1) accepting, soliciting, or extorting a
bribe, e.g., accepting a bribe to influence a governnent's

choice of firms to supply goods or services; (2) offering
bribes to circunvent public policies and processes for
conpetitive advantage and profit, e.g., offering a bribe to
i nfluence a governnent's allocation of nonetary or in-kind
benefits; (3) engaging in patronage and nepotism (4) stealing
state assets; and (5) diverting state revenues.

During USAID s early history, a major USAID enphasis involved
financing capital developnent and infrastructure projects.

Such activities were found to be vulnerable to corruption. In
the early 1980's, it was comodity usage and |ocal currency
progranms that caused USAID nuch adverse publicity, such as in
the Sahel region of West Africa for which the Congress
ultimately enacted legislation requiring USAID to certify the
accounting systens of recipient governnents before disbursing

funds to them In nore recent years, considerable adverse
publicity about foreign aid has been generated because of the
scandal s involving corruption at the highest |evels. Today,

USAID is trying to cope with problenms such as delivering
assi stance where the economes are in transition and where
there is a risk of gover nnment officials privatizing
institutions for their personal benefit.

The World Bank identified evidence that corruption inhibits
econom c devel opnent :

It [corruption] |eads governnents to intervene where
they need not, and it undermnes their ability to
enact and inplenment policies in which governnent
intervention is clearly needed--whether environnental
regul ation, health and safety regulation, social
safety nets, macroeconom c stabilization, or contract
enf orcement .

Corruption will continue to exist in varying degrees and, with
it, so will the likelihood of continued and possibly increased
adverse publicity for foreign aid, especially in countries
where USAID s:



--prograns are new,

--assistance is provided quickly w thout good nanagenent
controls, or

--presence is below the | evel necessary to oversee the
assi stance effectively.

In COctober 2000, Congress enacted l|legislation that requires
the Secretary of State in coordination with USAID to report on
corruption and efforts to address corruption. The O G has
assisted in the preparation of the first report sent to
Congress under this new | egislation.



USAI D BACKGROUND
-

Fundi ng

The Agency is adopting a new strategic orientation that wll
refocus its resources and activities as a result of the
changes in the Adm nistration. A new Agency managenent team
wi Il address decisions regarding the distribution of the
wor kf orce and operating expense allocations. The |evel of
funding for the Agency's operating expense budget is expected
to be a continuing concern as the Agency seeks ways to
stream i ne managenent processes, i ncl udi ng procur enent
oper ati ons.

Choi ces made as a result of budget limtations could directly
affect accountability for foreign aid and the ability to
protect it from corruption. The USG has conpleted a major
review of operations overseas to assess the nunber of
Americans assigned to U.S. enbassies. Those recomrendati ons
could further affect both USAID and the O G At the same tine,
the USG is reviewing the security needs of enbassies and ot her
bui I dings overseas. Significantly higher costs of acquiring
and maintaining secure overseas operations are projected.

Al t hough some facilities are to be funded by special
appropriations, other maintenance costs nust be covered under
operating expenses. Operating costs related to the
| nt er nati onal Cooperative Adm nistrative Support Services
(I CASS) agreenents are expected to rise dramatically in the
next five years, nmaking overseas presence even nore expensive.

The overseas environnment requires strong accountability,
oversight, and other neasures to reduce the risks of |oss.

USAI D has made efforts to work nore efficiently and to devel op
systens for hel ping manage its resources.

Over seas Presence

Over the last few years, USAID has decreased the nunber of
USAI D m ssions and offices overseas.

USAID nmmintains programs in countries where there is no US

Direct Hire (USDH) presence to manage the activities. It is
not clear if the trend for programm ng USAID activities in
countries where it has no presence will continue. The O G has

perfornmed an audit of the non-presence country area (Audit of
USAI D- Funded Activities in Nonpresence Countries, Report 9-
000- 99- 005- P dated February 26, 1999). That audit noted that,
according to Agency managenent, USAID had activities in over



40 nonpresence countries. However the audit also noted the
difficulty USAID had in consistently identifying and defining
what constituted a nonpresence country.

USAID officials recognize the difficulty in managing such
overseas activities and are taking actions to address the
risk.

Human Capit al

The Agency has undertaken several initiatives in the area of
recruitment, training, and staff developnent to ensure that

there wll be adequate staff wth appropriate skills to
fulfill its mandate. One initiative, the Wrkforce Planning
Task Force, devel oped recommendati ons for wor kf orce

realignment, flexibility, and professional devel opnent.

One of the mjor acconplishments is the establishnment of the

annual Foreign Service recruitnment plan. Three plans have
been i npl enent ed. The Agency hires against five-year
projections by occupational category. Budget increases and

the plan have, for the first time in ten years, allowed the
agency to hire at rates that fully replace Foreign Service
staff | osses. The turnover has allowed the Agency to target
occupati onal categories that nmeet current and future needs.

At present, the agency is working on developing a nore

conprehensive civil service recruitment plan that directs
hiring at the entry level and uses the Presidential Managenent
Intern Program In FY 2001, the agency projects hiring 20
i nterns.

OG plans to nonitor the inplenmentation of human-resource
managenent actions, including training designed to address
human-resource capability.

Since 1993, the Agency has reduced its staff size by about 38

percent to a current level of about 2,000 direct-hire
per sonnel . O this nunmber, the Agency mintains a target
| evel of 650 Foreign Service positions overseas. For the

bal ance of the years in this strategic plan, USAID projects a
stabl e workforce | evel at about 2,000 USDH enpl oyees.

Fi nanci al Managenent

USAID is inplenenting a new integrated financial nanagenment
system to neet federal accounting and system requirenents as
mandat ed by the Federal Financial Managenent |nprovenent Act
(FFM A). The new systemis to provide for conplete, reliable,
timely, and consistent financial and managenent information
including the ability to gener at e reliable financial
statenents and to link costs to performance results. Better
informati on should inprove nanagers' ability to nmake i nforned

10



deci si ons about USAID operations and to inprove accountability
for resources and results.

Until the new system is inplenented, USAID will continue to
rely on its current systens. Because these systens do not
operate effectively, USAID nmnagers wll <continue to be

hi ndered by a lack of timely, reliable, and useful informtion
about their prograns' financial and performance status. These
system deficiencies further increase the risks USAID faces in
providing proper stewardship of program resources in an
al ready vul nerabl e environnment.

Key Vul nerabilities

USAI D managers will need to recognize vulnerabilities in the
areas of the program direction and working environnment.

Program Di recti on

USAID activities have been especially vulnerable during

periods of rapid change in direction, i.e., when opening or
cl osing overseas mnmissions or when noving into new program
ar eas. Large program increases, especially for emergency

prograns, also are |likely sources of vulnerability.

Wor ki ng Envi r onnent

USAID works in countries that lack a strong accountability
environnent, which is one factor that fosters corruption, as
di scussed earlier. Many of these countries generally do not
mai ntai n accounting and data systenms based on the U S. fisca
year. The inconpatibility of the USG reporting with data
collection on a cal endar or other yearly basis conplicates the
gathering and analysis of performance neasurenent data of
USAID overseas activities. USG concern about foreign
corruption is leading to many initiatives to bring attention
to the problem To the extent that USG progranms can
strengthen the accountability environnent, Agency prograns
w Il benefit. In the neantinme, in the absence of |ocal
economc and political transparency, USAID nust naintain
continual vigilance to ensure that assistance funds are used
for the intended purposes.

11



New O G Responsibilities for Foundations
|

In Novenber 1999, the President signed Public Law 106-113
whi ch amended the Inspector General Act of 1978 by assigning
audit and investigative responsibilities to the USAID O G for
the African Devel opment Foundation (ADF) and the Inter-
American Foundation (IAF). Both foundations are US
Governnent corporations and receive funding through USAID s
Devel opment Assi stance appropriation.

Background on ADF

ADF is a nonprofit Government corporation established by
Congress in 1980 under the African Devel opnment Foundati on Act
(22 U.S.C. 290h). The purposes of ADF are to:

strengthen the bonds of friendship and understandi ng between
t he people of Africa and the United States;

support self-help activities at the |ocal |evel designed to
enl arge opportunities for comunity devel opment;

stinmulate and assist effective and expanding participation
of Africans in their devel opnent process; and

encourage the establishnment and growth of devel opnent
institutions which are indigenous to particular countries in
Africa and which can respond to the requirenents of the poor
in those countries.

ADF acconplishes these purposes by making grants, |oans, and

| oan guar ant ees to I ndi genous “grassroots” African
organi zati ons engaged in devel opment activities. Since its
inception, ADF has funded nore than 1,300 projects in 34
African countries. Bet ween 1997 and 1999, it approved 161
grants and currently has active prograns in 14 sub-Saharan
countries. Funding for individual ADF grants is |limted to
$250, 000.

ADF receives the mjority of its funding through a special
transfer that flows through USAID s annual Devel opnment
Assi stance appropriation. ADF s annual appropriated funding
for fiscal years 1995 through 2000 averaged about $13 mllion
per year. ADF was appropriated $16 nmillion for fiscal year
2001. In addition to appropriated funds, ADF seeks and
receives other funding from Anmerican conpanies and host
gover nment s.

ADF i s headquartered in Washington, D.C. and they have a staff
of about thirty enpl oyees. It is governed by a seven-nenber
Board of Directors appointed by the President of the United
States, by and with the advice and consent of the Senate. By

12



law, five Board nmenbers are from the private sector and two
are from the Federal governnent. The President of the
Foundation, who reports to the Board of Directors, mnages
daily operations.

The Foundation has no enpl oyees posted overseas. I nstead, it
obtains admnistrative services and representation through
cooperative agreements with Country Liaison Oficers who are
i ndi genous African devel opnment professionals. Each Country
Liaison O ficer (CLO) is responsible to hire and supervise an
of fice staff consi sting of a Proj ect O ficer, an
Eval uation/ Training Oficer, and a Financi al O ficer.
Following an O G audit in February 2001, ADF nmnagenent agreed
to replace its current CLO agreenents with new agreenents
awarded to groups recognized as legal entities by their
governments or |ocal communities.

Background on | AF

|AF is a nonprofit Governnent corporation created in 1969
under the original nanme  of the Inter-Anmerican Soci al
Devel opnment Institute (Codified at 22 USC 290f). The purposes
of I AF are to:

strengthen the bonds of friendship and understandi ng anong
t he peoples of the Western hem sphere;

support self-help activities at the |ocal |evel designed to
enl arge the opportunities for individual devel oprment;
stinmulate and assist effective and ever w der participation
of the people in the devel opnment process; and

encourage the establishment and growth of denocratic
institutions, private and governnental, appropriate to the
requi renents of the individual sovereign nations of this
hem sphere.

| AF acconplishes these purposes by undertaking or sponsoring
appropriate research and by planning, initiating, assisting,
financing, admnistering, and executing prograns and projects
primarily through and with private organi zations, individuals,
and international organizations. Since 1972, the Foundation
has made 4,257 grants totaling $502 mllion. Currently, the
Foundati on has about 230 active grants in 17 countries. Unlike
ADF, | AF does not have a funding |limt per grant.

| AF receives the mpjority of its funding through a special

transfer that flows through USAID s annual Devel opment
Assi stance appropriation. | AF also receives funds provided
from the Social Progress Trust Fund through the Inter-Anmerican
Devel opment Bank. | AF received $22 mllion in federa
appropriations during fiscal year 1998 and $20 nmillion in
fiscal year 1999. However, Congress reduced the Foundation’s
fiscal year 2000 appropriation to $5 mnmllion. | AF  was

appropriated $16 mllion for fiscal year 2001.

13



| AF headquarters are located in Arlington, Virginia, with a

staff of about 46 enpl oyees. It is governed by a nine-person
Board of Directors appointed by the President, by and with the
advice and consent of the Senate. Six Board nmenbers are
selected from the private sector, and three from anong

officers or enployees of agencies of the United States
governnment concerned with inter-Anerican affairs. The Board
appoints the President who acts as |AF s chief executive
of ficer. The Vice President and other high- and md-|evel
managers assist him and the Regional Directors and Foundation
Represent ati ves nanage overseas operations.

The Foundation has no enpl oyees posted overseas. I nstead, it
obtains adm nistrative and technical services through the use
of In-Country Service (I1CS) contractors. Prior to July 2000,
| AF awarded only one contract in each country to obtain these

services. | AF has since decided upon a new overseas structure
consisting of a Country Liaison Oficer who wll provide
technical assistance to grantees, and an Evaluation Monitor
who will nonitor grant progress. Managenent expects the new

structure to reduce costs and result in better performance
dat a.

Strategies for Providing Foundations with Audit and
| nvestigative Oversi ght

The O G plans to provide ADF and IAF wth audit and
i nvestigative oversight by:

over seei ng annual audits of the Foundations’ financi al
st at enent s;

assi sting the Foundations in devel opi ng prograns for
obtaining financial audits of grantees and in-country
contractors;

conducting performance audits of the Foundations’ prograns
and operati ons;

i ncorporating the Foundations into O G audit processes
i ncludi ng planning, quality control, recomrendati on follow
up, and sem annual reporting;

i ncorporating the Foundations into O G investigative
processes including hotline access, briefings, assignnment of
speci al agent |iaisons, and fraud awareness sem nars; and,

i nproving lines of comrunication between the Foundati on and
the O G by scheduling regul ar neetings between Foundation
and | G nmanagenent to discuss audit and investigative

14



activities.
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O G READI NESS
.

QG Staff Size and Locati on

The Qutcome Goals enunerated in this plan are based on a
worl dwi de USDH authorized ceiling of 196. Currently,
approximately 57 direct hire enpl oyees are assigned overseas.

Rising costs in various categories of expenses could put
pressure on all categories of funds that are not fixed
expenses over the next five years.

The O G maintains six regional of fices. The regiona

responsibilities for each office vary. Sone offices are
responsi ble for USAID prograns in nore than 20 countries. W
continue to evaluate the placenment of our regional offices

the level of staff, and the associated costs. W will nmake
appropriate adjustnments to maintain overseas offices.

I ncreases in the USAID funding for the Europe and Eurasia
region required that additional audit and investigations staff
be placed overseas. Consideration is being given to best
i ncrease service in the Eurasia area.

Congress provided USAID/O G with additional funds for enhanced

oversight of |arge enmergency suppl enental appropriations for
the Central American and Cari bbean region. Audit work is led
by the Regional |nspector General office in San Sal vador. The
O G stationed additional direct hire audit personnel in the
regional office and hired local private accounting firns to
provi de oversight. I nvestigative efforts have also been
significantly increased.

The cost of deploying direct-hire staff to overseas |ocations
is currently estimated at $194,000 per enployee annually,
evenly divided between average salary expense and support
costs. There is no current assessnent of the anount of
addi tional security costs that would be allocated through the
| nt ernati onal Cooperative Adm nistrative Support Servi ces
(1 CASS) system Over the next five-year period, all costs
associated with O G operations are expected to rise. The
overseas cost is necessary to neet our audit and investigation
responsibilities for the foreign assistance program and is
essential to our mssion to be able to provide the best

service to USAID managers. The | evel of overseas staff wll
be reevaluated as costs increase wthout an increase in
fundi ng. The audit and investigation field presence is

suppl enented by perform ng audit and investigation work wth
staff traveling from Washi ngton, which also is expensive and
time consum ng.
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Position Allocations for Fiscal Year 2002 through 2006

POSITIONS

IG Immediate Office 10

Audit 126

Investigations 32

Management 28

Total 196
Trai ni ng
Pr of essi onal st andar ds require training for audi tors,
attorneys, and investigators. The O G places a priority on

ensuring that staff receive required training.
Audi t Trai ning

Prof essional standards require training on a continuing basis
for auditors, attorneys, and investigators so that they
mai ntain a high | evel of professional skill. The OG places a
priority on making sure staff receive required training. O G
training officers track staff training and ensure that all
staff obtain at least the mninmum hours of continuing
pr of essi onal educati on. For exanple auditors responsible for
pl anni ng, directing, conducting or reporting on audits need 80
hours of continuing professional education every two years.

| nvesti gations Training

Prof essional standards require training for |Investigators.

The USAI D/ O G Special Agents are required to have specialized
training in order to performtheir duties. All Special Agents
are required to attend a 9-week Crimnal Investigative
training course at the Federal Law Enforcenment Training
Acadeny (FLETC) prior to working on an investigative
assi gnnent. After a Special Agent successfully conpletes the
Crim nal Investigative course, he/she is deputized as a United
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St at es Marshal . A Speci al Agent mmintains his/her deputation
status by re-qualifying during quarterly firearns training.

In addition, the O G| recognizes that with the ever-changi ng
i nvestigative environnent, Special Agents will need additiona
training necessary to enhance and to add new i nvestigative and
adm nistrative skills. Over the next five-year period, O G|
will hire entry level staff who will require a significant
anmount of training.

The follow ng courses have been requested by the AIG I to neet
t he continuing professional needs of our Special Agents.

Crimnal Investigative Training Program
Crimnal Investigation in an Automated Environnent
Conti nui ng Legal Educati on

Comput er Network I nvestigations

Case Organi zation Presentation

Fi nanci al Forensi c Techni ques

Fi nancial Crinmes Investigator

| nt er nati onal Banki ng and Money Launderi ng
| nspector General Basic Training

Techni cal Investigative Equi pnent

VWite Collar Crines

Crimnal Investigative Training

M crocomput er for Investigations

Sem nars for New Managers

Firearnms Training

| nformati on Technol ogy Trai ni ng

We realize that changes under way in both USAID and O G

managenent systens, as well as future system advances, wll
require a continuing commtnent to skill devel opnent and
training. This is especially critical in the area of conputer
skills for auditors and investigators. Over the next five-
year period, growing enphasis wll be placed on auditor
pr of essi onal education «credits in informtion technol ogy
audi ti ng. More resources will be directed toward i nproving
the skills of investigators in the information technol ogy
ar ea. Training in auditing and investigation related to

information technol ogy i s expensive.
Comput er Forensic Laboratory
The President’s Council on Integrity and Efficiency (PCIE) is

reviewing a proposal for developing a Conputer Forensic
Laboratory. The | aboratory would becone part of the Inspector

CGeneral Crimnal Investigator Forensic Laboratory that was
establi shed recently. This | aboratory would hel p support the
| nspector General community. It would help individual offices

of the Inspector CGeneral develop internal capability as well
as provide services for those wthout conputer forensic
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ability.

Budgetary Level s

For the last four fiscal years, the O G has been suppl enenting
annual appropriations with no-year carryover funds. Congr ess
devel oped the annual appropriations with the availability of
carryover funding in mnd. For example, in fiscal year 2001
the O G received an appropriation of $27 mllion that was
suppl emented with $4 mllion of carryover, for a total of $31
mllion in obligations. By the end of fiscal year 2002, the
carryover funding is projected to be exhausted. We are
hopeful that our annual appropriations will be increased to
reflect the fact that the O G no longer has a carryover
bal ance to supplenent the annual appropriation. This wll
assure our ability to carry out our strategic goals and
obj ecti ves.

I nfor mati on Technol ogy

The O Gis continually |looking for ways to enhance performnce
t hrough the use of information technology. Our philosophy is
to reengi neer our business first and then identify information
technol ogy that further increases performnce. The OGis in
the process of reengineering our audit and investigative
processes and identifying managenent-information software to
create paperless audits and investigations. The system al so
will enable us to gather data related to productivity and
efficiency so that we can nake better resource-allocation
(staff and funding) decisions. The OG plan is to begin
i npl ementing the systemin fiscal year 2002.

Aut omat i on

We anticipate changes in operating procedures, resulting in
greater efficiencies, i nproved processes, and a (greater
ability to track and report the results of operations. The

O G is developing a managenment information system that can
report results of our operations and costs.
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M SSI ON, VALUES,
GOALS, OBJECTI VES, AND PERFORVMANCE MEASURES
-____________________________________________________________|

The A G M ssi on

The Mssion of the Ofice of I|nspector Ceneral
Is to contribute to and support integrity,
efficiency, and effectiveness in all activities
of t he U S Agency for | nt er nat i onal
Devel opnent, the African Devel opnent Foundati on,
and the Inter-Anerican Foundati on.

Val ues

I n

acconplishing our mssion, we are conmtted to the

foll ow ng:

Col | aboration, by working with USAID, ADF, and |AF
managenent to elimnate fraud, waste, and abuse in
Agency activities; working to pronote devel opnent;
understanding the entire O G program and its effect
on devel oprment; hel ping management find solutions to
pr obl ens; and renenbering that our success is
measured by the success of our coll eagues.

I ntegrity, by striving to display character,
decency, and honor in everything we do; working
openly and fairly with our coll eagues; acknow edgi ng
what works and what does not; showi ng respect for
one anot her; mai ntai ning independence to ensure
objectivity and impartiality; and accepting
responsibility for our actions.

Excel l ence, by striving to produce work that has
distinction, nerit, quality, and effect; working
efficiently with people who have equal opportunities
to excel; delivering products that are accurate,
timely, conpl et e, conci se, and neani ngful; and
presenting work in a way that is nost wuseful to
responsi bl e officials.

Strategi c Goal s and (bj ectives

The

OG mssion and values were developed as part of a

busi ness process inprovenent project that took place in 1993.

That process produced a strategic framework which provides

a nmethod for inplenmentation planning and which defines when
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specific objectives would be achieved and what plans need to
be inplemented to reach those objectives.

Pursuant to that strategic framework, the O Gs mssion and
values reflect its overarching philosophy that the OG
provi des decision makers with reliable information which wl
enable them to make tinely and informed decisions regarding
their progranms and operations.

Based on the overarching phil osophy described in the mssion
and values statenents, the O G developed its strategic goals
and objectives. These are driven by Ilegislative mandates,
agency goals and those activities identified as having high
risk to fraud, waste, and abuse. Each strategic goal has
acconmpanying strategic objectives and performance measures
t hat descri be what we expect to acconplish and the neasurenment
we will use to determ ne success or failure.

These strategic goals and objectives drive our work over the
five-year period covered by the plan. That work is detail ed
later in this document in the section on inplenmenting annual
pl ans and in our annual performance pl ans.
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QAL |

Pronmote and preserve the integrity of
USAI D, the ADF, and the | AF.

The Inspector General Act of 1978, establishes inspectors
general who conduct and supervise audits and investigations.

Under this authority, the O G wundertakes audits and
i nvestigations that address areas identified as high-priority
and high-risk issues that affect the integrity of our client
agenci es. The OG will investigate alleged violations of
federal |aws and serious admnistrative infractions; provide
evidence to the Departnent of Justice, Agency managenent and
others; and train personnel in detecting and preventing fraud.

Strategic Objectives

To acconplish our stated goal of pronoting and preserving
integrity, the O G has established the follow ng objectives.

Obj ective 1.1 Pronote Inproved Financial Managenent

1.1.1 Perform audits pursuant to the follow ng acts:
Federal Managers' Financial Integrity Act
Chi ef Financial Officers Act
Gover nnent Managenent Reform Act
Federal Financial Managenment | nprovenment Act

.1.2 Conduct audits of U. S. and foreign-based
contractors and gr ant ees pur suant to t he
requirements of the Single Audit Act and USAID s
policy extending the Act's principles to non-U S
contractors and grantees

Measures for Objective |.1

The O G wll assess its effect by neasuring the
extent to which USAID, the ADF, and the |IAF
accomplish the foll ow ng:

have reliable financial systens, files,
records and avail abl e underlyi ng supporting
evi dence.

identify and resolve nmaterial-mnagenment
control weaknesses in financial management
practices.

identify funds owed to their agencies and
ensure paynment of debts.

make measur abl e progress toward reliable
financial reporting.
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Obj ective 1.2 Pronote Inmproved Information Resource
Managenment and Conputer Security

1.2.1 Perform audits of USAID s Integrated Financial
Accounting System

1.2.2 Perform audits of Conputer Security program

pur suant

to the Governnent Information Security Act of 1999.
Measures for Objective |.2

The OG will assess its effect by neasuring the
extent to which USAID, the ADF, and the |AF
acconplish the foll ow ng:

Have i nplenmented and are adhering to a
definitive process for selecting, controlling,
and eval uating technol ogy i nvestnents.

Obj ective 1.3 Pronote I nmproved Accountability and Anti -
corruption in the International Environnment

1.3.1 Wrk wth recipient countries’ Suprene Audit
| nstitutions to pr onot e t ransparency and
accountability and proper use of funds.

1.3.2 | npl ement proactive prograns, such as training
to elimnate enployees, grantee and contractor
m sconduct and heighten awareness of fraud and
corruption.

1.3.3 Wor k with USAI D in i npl ementi ng t he
| nt er nati onal
Anti - Corruption and Good Governance Act of 2000.

Measures for Objective I.3:

The O G wll assess its effect by neasuring the

extent to which USAID, the ADF, and the |IAF

acconplish the foll ow ng:

. successful ly pronot e transpar ency and
accountability in reci pient-country
envi ronnents.

. have enpl oyees, grantees, and contractors who
identify integrity problems on a tinely basis
and take steps to address them

take appropriate action based on investigative

23



findi ngs.

make positive, system c changes in the way the
agencies  do busi ness as a result of
investigative efforts.
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Obj ective 1.4 Pronote Integrity in Procurenment Activities
1.4.1 Conduct audits of procurenent activities.

|.4.2 Conduct audi ts of di saster assi st ance
procur enment .

|.4.3 Conduct audits of procurenent activities at
sel ected m ssions and for nonpresence countri es.

Measures for Objective |.4

The O G will assess its inpact by neasuring the
extent to which USAID, the ADF, and the |AF
acconplish the foll ow ng:

. identify and resol ve instances of nonconpliance
w th applicable | aws and regul ati ons.

Obj ective |.5 Preserve and Protect the Integrity of Agency
Prograns and Personnel

l.5.1 Detect and prevent fraud in agency progranms and
oper ati ons.

|.5.2 | nvestigate all egations of contract procurenent
fraud and enpl oyee integrity expeditiously.

1.5.3 | npl ement proactive prograns for detecting contract
procurenment fraud and reducing enployee integrity
I ssues.

Measures for Objective |.5
The O G w Il assess its effect by measuring the
extent to which USAI D, the ADF, and the |AF
acconplish the foll ow ng:

. take effective action based on investigative
recomrendati ons.

. make system c changes when pr obl ens are
identified during an investigation.
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QAL ||

Pronmot e and preserve the effectiveness and efficiency

of USAI D, the ADF, and the | AF.

Obj ective I1.11nprove Adherence to the Requirenents of the

.1.1

I1.1.2

I1.1.3

Gover nnent Performance and Results Act

Conduct audits pursuant to the Governnent
Performance and Results Act.

Wrk with USAID, the ADF, and the I|AF to better
i mpl enment t he Governnent Performance and Results
Act .

Wrk with USAID, the ADF, and the I AF to effectively
i npl ement the Clinger-Cohen Act encouragi ng

di sci plined capital -investnent processes in

devel opi ng managenent informati on systens.

Conduct audits to determ ne whether USAID prograns
are achieving anticipated results.

Measures for Objective I1.1

The O G wll assess its inpact by neasuring the
extent to which USAID, the ADF, and the |IAF
acconplish the foll ow ng:

. have inproved performance plans and reports that
nore effectively relate results to goals and
obj ecti ves.

. have performnce neasures that are accurate and
gquanti fi abl e.

. have systens that accurately report costs and
results.

. denonstrate success in decreasing costs relative
to results.

. change strategies when results dimnish relative

to costs.
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Obj ective Il.21nprove Human- Capital Managenent

11.2.1 Conduct audits of USAID s managenent of its human
Capital.

I1.2.2 Conduct audits of USAID's actions to inprove
oversight of progranms and activities in nonpresence

countries.
Measures for Objective I1.2
The O G will assess its effect by neasuring the

extent to which USAID, the ADF, and the |AF
accomplish the foll ow ng:

have identifiable systemns in pl ace for
recruiting personnel.

have identifiable systens in place for training.

have identifiable systenms in place for better
managi ng their workforce.
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FROM GENERAL GOALS TO ANNUAL PLANS

Work from 2002 t hrough 2006
|

Each year, the O G devel ops and publishes a plan of the work
it expects to acconplish during the fiscal year. These annua
pl ans detail the specific work for audit and investigations.

That work is designed to be consistent with the mssion,

goal s, and objectives outlined in this strategic plan. The
program coverage that O G Managenent Dbelieves wll be
essential to fulfilling the OG mssion is presented in the

foll ow ng sections.

AUDI T

The audit goal is to help USAID the ADF, and the |AF
i npl enent strategies for sustainable developnent and to
provide nmanagers with information and recommendati ons that
wi ||l inprove program and operational performance and financi al
integrity. In preparing a five-year strategic plan, our
purpose is to establish a framework within which USAID, ADF,
and | AF progranms and functions can be considered for audit.

The conplexity of the progranms and functions demand that our
staffing resources be targeted at the high-risk prograns and
functions that are nost vul nerable and in need of assistance.

Congress and the Adm nistration have established a nunber of
reforms. The reforms, many established since 1990, have added
new requirements for Agency managers.

During this period, we are focusing our audit activity on
USAID s efforts to inplenment requirenments of the follow ng
acts:

» Federal Managers' Financial Integrity Act of 1982

e Chief Financial O ficers Act of 1990

» Governnment Performance and Results Act of 1993

« Government Managenment Reform Act of 1994

e Single Audit Act as anended in 1996

. Clinger-Cohen Act of 1996 (fornerly the Information

Technol ogy
Managenment Reform Act of 1996)

Federal Financial Managenent | nprovenment Act of 1996

e Governnent Information Security Act of 1999
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I nternational Anticorruption and Good Governance Act of
2000
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In addition to audit activities designed to help the USAI D,
the ADF, and the | AF nmeet legislative requirenents, the OG
also will focus audit activity in areas that are considered
hi gh-risk and high priority. This kind of activity includes
audits of anticorruption efforts, human-capital managenent,
procurenment, HV/AIDS, famly planning, and enmergency and
reconstruction assistance, such as assistance responding to

Hurricane Mtch, etc. In addition, Federal and non-Federal
auditors wll provide audit coverage wunder our genera
oversi ght, to contribute to and support the financial

integrity of contractors, non-governmental organizations, and
other institutions that receive USAID fundi ng.

The Federal Managers' Financial Integrity Act of 1982

This Act requires Federal agencies to establish adequate
i nternal accounting and adm nistrative controls to prevent, to
the greatest possible extent, fraud, waste, and abuse in
Federal prograns. Agencies nmnust report annually to the
Presi dent and Congress on whether their systens of internal
accounting and admnistrative controls provide reasonable
assurance that internal-control objectives are achieved.

Chi ef Financial O ficers Act of 1990

The Chief Financial Oficers Act requires Federal agencies to,
anong ot her things, develop and maintain integrated accounting
and financi al managenent syst ens, i ncl udi ng financi al
reporting and internal controls.

Governnent Perfornmance and Results Act of 1993 (Results Act)

The Results Act requires Federal agencies to inprove Federal
program effectiveness and public accountability by pronoting a
new focus on results, service quality, and custoner
satisfaction. It requires that agencies devel op and inpl ement
pl ans for identifying program objectives and measuring program
results.

Gover nnent Managenent Reform Act of 1994

This Act requires that Federal agencies produce annual audited
financial statements of their operations. Under the Act, an
agency nust conplete audited financial statenents each year
covering all of its accounts and associated activities. These
financial statenents not only nust report the agency's
financial position and operational results but also nust
provi de additional information that enables Congress and the
public to assess nmnagenent performance and stewardship of
agency resources. An agency nmust submit these statenents to
the Ofice of Managenent and Budget (OMVB) no |ater than March
1 of the follow ng year.

Single Audit Act (as amended in 1996)
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Through the use of a “single” audit, the Single Audit Act
enabl es Federal agencies to promote sound financial managenment
of Federal awards expended by non-Federal entities. Non-
Federal auditors perform audits of these non-Federal entities
in accordance with O fice of Managenment and Budget Circul ar A-
133, which inplenents the Single Audit Act.

Audit Coverage of U.S. G antees

USAID s U S. grantees generally are audited under OVB Circul ar
A- 133 requirenents (although the O G retains the authority and
capacity to audit specific grants and grantees using its own
resources, if deenmed necessary). O G Audit manages USAID s A-
133 program reviewing and distributing audit reports and
reviewing a sanple of auditor working papers to ensure that
these recipient-contracted auditors conply wth appropriate
audi ti ng standards.

Audit Coverage of U.S. Contractors

USAID's U S. contractors nust undergo agreenent-specific
audits under the ternms of their individual contracts. These
audits are primarily performed by Federal auditors at the
Defense Contract Audit Agency, under the terms of an
i nterorgani zati onal menorandum of understandi ng. The O G
manages this program distributes resulting reports to
appropriate parties, and tracks audit recomendations through
managenent deci si on.

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

Al though the O G directly audits a linmted nunber of USAID
grants and contracts to non-U. S entities, the vast mmpjority
are audited under a recipient-contracted audit program based

on OwWB Circular A-133 principles. I n-country public
accounting firnms or Supreme Audit Institutions generally
perform these audits. The OG helps USAID maintain

accountability under this program by doing the foll ow ng:

. determining the capabilities of auditing entities to
performthe audits.

. providing assistance and training for participating
auditors, grantees and USAID personnel within the limts
of available O G resources.

. reviewing final audit reports and a sanple of auditor
wor ki ng papers for conpliance with appropriate auditing
st andar ds.

. tracking audit recomendations until nanagenent decides

on a plan of corrective action.

31



32



Cli nger- Cohen Act (fornerly Informati on Technol ogy Managenment
Ref orm Act of 1996)

The Clinger-Cohen Act requires Federal agencies to inplenment
di sci plined processes for nmanaging information technol ogy as a
capital investnent. The Act requires agencies to appoint a
Chief Information Oficer and to maximze the return on
investments in information technology; assess and mnage
risks; and nonitor progress in terns of costs, system
capabilities, tinmeliness, and quality.

Federal Financial Management | nprovenent Act of 1996

FFM A requires Federal agencies to inplenent and maintain
financi al managenment systens that conply substantially wth
Federal financial managenent system requirenments, applicable
Federal accounting standards, and the U. S. Governnment Standard
General Ledger at the transaction |evel.

Governnent I nformation Security Reform Act of 2000

This Act is designed to provide a conprehensive framework for
establishing and ensuring the effectiveness of controls over
information resources that support Federal operations and
asset s.

The Act requires USAID to obtain an independent eval uation of
its conmputer security status and requires the OGto audit the
i ndependent eval uati on.

| nternational Anti-Corruption and Good Governance Act of 2000

This Act is designed to ensure that United States assistance
prograns pronmote good governance by assisting other countries
to conbat corruption throughout society and to inprove

transparency and accountability at all |evels of governnment
and throughout the private sector. The Act provides for
encouraging and funding prograns that foster independent

medi a, establish audit organizations, and pronote judici al
reform

Working with Recipient-Country Suprene Audit Institutions

Governnent operations in many USAID recipient countries |ack
t ransparency and effective mechani sns for ensuring
accountability over funds. Most countries receiving USAID
funds, however, established national internal audit agencies
referred to as “Suprene Audit Institutions.” Oten called
“Auditors General,” these organizations are a recipient
country's first line of defense in conbating governnment fraud,
wast e, and m smanagenent. Unfortunately, these organizations
often lack the funding, independence, and expertise to play
this crucial role. Over the next five years, the OG wll
continue to inplenent a plan for helping these institutions
inprove their ability to fulfill their oversight functions.
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Qur objective is to work with USAID managenent in providing
conplete accountability for USAID contracts, grants, and
cooperative agreenents and to add at |east one Suprenme Audit
I nstitution per year to the nunber of organizations authorized
to audit USAID funds.

Agency-wi de Audits

The O G will conduct agency-wi de audits of significant issues
that have a broad effect on USAID headquarters or mi ssion
prograns and operations. These audits may be directed by
ei ther regional or Washington audit offices and generally wll
cover several country prograns, as well as bureau and other
headquarters offices. Significant issues that are relevant to
the overall nmanagenent of USAID progranms will be devel oped
each year during the annual planning process. The purpose of
these audits wll be to provide relevant and significant
information to USAID managers on the overall results of USAID
prograns and operations. W will, to the greatest possible
extent, wuse scientific sanpling techniques to maxim ze the
effect of our recommendations. The audit reports resulting
fromthese worldwi de reviews usually will be directed to USAID
Assi stant Adm nistrators or higher-level officials.

Grants to International Organi zations

Approximately $305 mllion was programmed to flow through
USAID to international organizations from October 1, 1999,
t hr ough

Sept enmber 30, 2000. The funds flowed primarily to the United
Nations and its agencies. The Foreign Assistance Act requires
the Conptroller General of the United States (i.e., the U S
General Accounting O fice) to audit such funds if the United
States is the sole contributor to the organi zation or activity
bei ng funded. If the United States 1is not the sole
contributor, which is generally the case, there is no audit
access provision and neither the U'S. General Accounting
O fice nor the USAID O G is enpowered to audit such funds. In
such cases, the receiving organization submts reports to
donors attesting to the proper use of the donated funds.
G ven these circunstances and absent a change in existing
|l egislation, the USAID O G plans no audit coverage of such
funds over the next five years.

| nt eragency Transfers

M11lions of dollars of funding flow through USAID each year to
ot her U. S. Governnent agencies. These transfers are authorized
under Section 632 of the Foreign Assistance Act, which
addresses allocation and reinbursenent of funds anong U. S.

Gover nnent agenci es. If these nonies are obligated by USAID
before transfer, USAI D retains audi t rights and
responsibilities and audits of those funds on an ongoing
basi s. W will also coordinate with O Gs of other Federal
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agenci es on possible joint audits of Section 632 transfers.

Assisting USAID in Maintaining Accountability in Crises

USAID is increasingly being asked to respond to unforeseen
crises, from weather-related damage in Central Anmerica and
Southern Africa to man-made crises in Central Africa, the
Bal kans, and Asi a. Audit and Investigation units, working in
I

col | aboration, have developed and wil continue to devel op

i nnovative appr oaches to assi st USAID nmanagenent in
mai ntai ning accountability for t axpayer funds in such
si tuations.
In the recent past, such approaches have included the
fol |l owi ng:

concurrent audi ting, i.e., audi ting relief

activity on a “real tine” basi s

extensive training and fraud-awareness prograns
for USAID enpl oyees, host-country auditors, host-
gover nient representatives, contractors, and
gr ant ees

ri sk anal yses of | ocal grantees and contractors to

assi st USAID managenment in identifying areas of
vul nerability.

The AG wll continue developing innovative approaches
tailored to particular circunstances. W will continue to
expl ore areas  of opportunity where we can work in

col l aboration with other O Gs, such as the Departnment of
State, where USAID and State share comon prograns and

activities. Humani t ari an assistance, shared adm nistrative
support, and interagency transfers are some of the areas we
will continue to explore for possible joint audit work.
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| NVESTI GATI ONS

The principal goal of the Investigations unit is to contribute
to and support the integrity of the prograns and operations of
USAI D, t he ADF, and the | AF. The O G does this by
i nvestigating alleged violations of Federal crimnal and civil
| aw and Agency rules and regulations. Results of inquiries
involving crimnal and civil violations are provided to the
Department of Justice (DQJ); adm nistrative nmatters are
referred to Agency decision-mkers. The Investigations unit
ensures that its investigations are conducted and reported in
an i ndependent, tinely, and objective manner.

The O G denobnstrates commtnment to integrity by performng

rel evant, balanced, and inpartial investigations. W also
recogni ze our duty to protect the rights of enployees and
ot hers duri ng an I nvesti gation and under st and our
responsibility to mai ntain confidentiality. We rel ease

information strictly in accordance wth |aws safeguarding
privacy.

The O G 1 denmonstrates coll aboration and excellence in our
working relationship with USAID, the ADF, and the |AF by
ensuring the follow ng:

Enmpl oyees, grantees, and contractors are famliar wth
i ndicators of fraud and abuse and pronptly report instances
of potential fraud and abuse to the O G as required by |aw.

| nvestigations are conducted efficiently and docunented
accurately, and useful information is reported.

Crimnal and civil prosecutors, Agency nmanagenent and ot hers
are able to use our investigative work product as the basis
for taking effective action.

The O G neasures progress toward these goals by review and
statistical analysis of results and workload data (e.g.,
nunber and type of inquiries initiated on the basis of
enpl oyee and contractor referrals, actions taken by Agency
managenent or DQJ as the result of investigative findings).

Cener al Obj ectives for Contributing to and Supporting
Integrity Wthin USAID, the ADF, and the | AF

A. Preventi on

Enphasi ze Fraud Awareness. The O G will continue to provide
support and advice to USAID, the ADF, and the I|AF on
strategies for fraud awar eness and aggressive | aw

enf orcenent through neetings, presentations, conferences,
and other forums. Qur fraud-awareness training orients
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personnel to the O G presents information about detecting
fraud, and informs individuals of their responsibility to
report fraud, waste, and abuse. The training also acquaints
them with the Hotline and other nethods and procedures for
reporting fraud.

Assess Threats and Vulnerabilities. W have installed a
Crim nal Research Specialist within our organization who
will research data concerning areas served by USAID, the
ADF, and the IAF to identify vulnerabilities and threats to
prograns and operations. This information will be used both
internally, e.g., in developing vulnerability indices to
al l ocate our resources effectively, and externally, e.g., to
provide briefings to Agency personnel.

Di ssem nate Anticorruption and Fraud Awareness |nformation
W dely. Continuing our efforts in programintegrity, the OG
devel oped a handbook on fraud indicators that forns one part
of our fraud-awareness training program This manual

contains valuable information on detecting fraud in
governnment contracts, schenmes for commtting fraud in
projects and procurenments, indicators of financial fraud,

etc. Although developed in English, the mnual has been
translated into Spanish and French to comunicate the
antifraud information to non-English speaking audi ences nore

effectively. The O Gl wll continue to dissemnate this
information as broadly as possible in English and other
| anguages and wi Il devel op other instructional materials and

media to preach the nmessage of fraud awareness and
anticorruption.

Reduce Enpl oyee M sconduct. The O G pl ans proactive nmeasures

for preventing and reducing enpl oyee m sconduct. In pursuit
of this goal, we wll provide presentations to USAID
nm ssi ons, t hat wi || focus on enpl oyee- m sconduct

i nvestigations and highlight the situations, circunstances,
and actions that have resulted in past allegations of

m sconduct. We believe that this approach will hel p
enpl oyees prevent potential problens and will reduce the
i nci dence of enpl oyee m sconduct.

. Detection
Enphasi ze the Hotline. The OG will continue to enphasize

the Hotline as a neans of reporting fraud, waste, and abuse.
We stress Hotline wuse in our fraud-awareness briefings,
presentations, and other foruns and believe that the Hotline
is both an effective mediumfor receiving allegations and an
active deterrent against fraud.

Stress Anticorruption I|ssues. A high-risk environnment is
expected to exist in the 2002-2006 tinme frame. Qur objective
will be to develop and inplenent effective nethodol ogies for
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identifying, preventing, and elimnating corruption in
Agency prograns and operations. Qur strategy will consi st
of six el enments.

Survey the environnent: W wll assess historica

corruption in host countries and identify l|ocal threats
and vulnerabilities to USAID, the ADF, and the |IAF
prograns.

Establish a close working relationship: W wll work
closely with USAID, ADF, and |AF managenent; NGO s, PVO s
and host governnent s to pronote  cooperation and
col | aboration with USAI D

Enmphasi ze a team approach: We will encourage the tinely
submttal of referrals and will work toward the early
sol uti on of problens.

Educat e enpl oyees about fraud awareness issues: We will
train enployees and partners in fraud-awareness and anti -
corruption issues to ensure that they are aware of their
responsibilities when confront ed with fraud or
corruption.

Enforce the Foreign Corrupt Practices Act aggressively:
The FCPA prohibits a U S. firmor agent of the firm from
making a “corrupt” paynent to a foreign official for the
pur pose of procuring or retaining business. O G
i nvestigators work closely with the Departnment of Justice
(DQAJ) in investigating FCPA violations and use the FCPA
as a tool in fighting corruption in USAID prograns.

Offer recomendations for system c inprovenent: We wl
recomrend system c inprovenents if a weakness is
uncovered in a program or operation and will work with
USAI D, the ADF or the IAF to correct the problem

Stress Program Integrity Issues. OG will enphasize program
integrity cases and energetically investigate any case
i nvol ving fraud, corruption or other illegal activity in the

prograns and operations of USAID, ADF and | AF.

Focus on USAID Progranms in the Bal kans, Central and South
America, and Southern Africa. We will target areas wth high
levels of disaster-relief funding as 1G  Agency, and
congressional officials agree that such areas are at a high
risk for fraud through diversion and other neans. W wll
enpl oy our six-point strategy of surveying the environnment,
establishing a close working relationship, enphasizing a
t eam appr oach, educati ng enpl oyees and partners,
aggressively enforcing the Foreign Corrupt Practices Act,
and offering recomendations for system c inprovenent as a
means of conbating fraud.
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Pursue Enpl oyee M sconduct and Integrity Cases Aggressively.
Al t hough we will stress proactive, preventive neasures, we
wi || vigorously investigate cases i nvol ving enpl oyee
m sconduct. The goal of the Special Investigations unit wll
be to provide investigative results to either the Departnent
of Justice or Managenent within a target time frame of 90
days. W will be conprehensive, inpartial, and tinely in
i nvestigating personnel m sconduct so that all parties are
guaranteed a thorough, expeditious resolution.

. Enhance Internal Operations

| nprove the Effectiveness and Quality of the Investigations
Unit Organi zation and Operations. As part of our conm tnment
to excellence, we will continue to inprove the quality and
effectiveness of our organization and operations. To this
end, we have created a Policy, Planning, and Quality
Assurance Unit, that will ensure that operating procedures
are efficient, effective, and standardized, and that our
wor k products are of the highest quality.
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PROFESSI ONAL REVI EW
-

The O Gis involved in both internal and external reviews.

Governnent Auditing Standards require a periodic review of the
audit operations. The fourth standard states: “Each audit
organi zation conducting audits in accordance wth these
standards should have an appropriate internal control system
in place and undergo an external quality control review”’

| nt ernal Revi ew

The O G Audit internal review program consists of “Desk
Reviews,” “Quality Control Reviews” and periodic internal
Quality Assurance Reviews (QAR s). Desk Reviews and Quality
Control Reviews are used to evaluate the professionalism of
audits produced under contract.

The QAR focuses on professional standards and is perforned at
least tri-annually. O G staff conduct the review, which
i nvol ves both Headquarters and overseas field offices.

The Investigations unit conducted a Quality Assurance Review
during 1997. The review examned OG Investigations
operations using gqguidelines established by the President's
Council on Integrity and Efficiency.

Ext er nal Revi ew

Audit wunits of the Federal O fices of |Inspector General
col |l aborate on an external peer review program Each O G is
reviewed every three years. Quality control is the focus of
this peer review The review is conducted in conformty with
gui deli nes established by the President’s Council on Integrity

and Efficiency. The scope of the review includes financial
statenent auditing practices, staff training, audit follow up,
contracted audit activities, and the Internal Quality

Assurance Revi ew process and procedures.
The nost recent review of the OG Audit unit, concluded in

March 2001, found that the O G conplied with the quality
control standards, as required.
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