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Arrests Made and $62 Million Solicitation Canceled Following Investigation of
Conspiracy to Solicit Kickbacks

An investigation of a conspiracy to sell privileged information for a security subcontract in
Afghanistan valued at more than $60 million led to the arrest of two Americans and
termination of the related procurement. The subjects conspired with an employee on the
subcontract evaluation committee at an American contracting firm that was required to fill
a gap after one of its incumbent security firms was debarred from U.S. Government
programs following indictments in an unrelated USAID/OIG case. To date, one of the
arrested subjects has pleaded guilty to conspiracy to solicit a kickback. USAID, upon
learning of the full nature of the conspiracy, canceled the subcontract.

Audit Questions Success of Local Governance and Community Development Project in
Afghanistan

Continuing violence and severe underdevelopment in Afghanistan’s provinces threaten to
undermine the legitimacy of the central government and reverse progress made to date. To
assist provincial governments and improve stability, USAID launched its Local
Governance and Community Development Project with a 3-year, $164 million contract
awarded to Development Alternatives, Inc. The program was designed to support local
public administration, promote community development, aid local stability initiatives, and
provide expertise to support the provincial reconstruction teams.

OIG’s audit found that the project had achieved some results, such as conducting on-the-
job training for government staff and helping ministries prepare solicitations for donor
funds. Also, the contractor was able to construct a school in Nangarhar Province that
brought two competing tribes together for a common project.

However, the audit also found that the program suffered from substantial delays in its first
three components, which accounted for almost all of the project’s disbursements. In
addition to the delays, the project has been hindered by the need for improvements in the
contractor’s monitoring and evaluation system, among other deficiencies. As the project
enters its third and final year, its success is highly questionable.

OIG made 12 recommendations to assist USAID in improving its implementation and
monitoring of local governance and community development activities. The Agency had
resolved 8 of the 12 recommendations by the time the audit report was issued.

Goshta school in Nangarhar Province, Afghanistan, April 2008.
Photo courtesy of the contractor’s eastern regional office.



Office of Inspector General
Overview

The mission of the Office of Inspector General (OIG) is to protect and enhance the
integrity of the U.S. Government’s $15 billion foreign assistance program administered in
over 100 countries by the U.S. Agency for International Development (USAID), the
United States African Development Foundation (USADF), the Inter-American Foundation
(IAF), and the Millennium Challenge Corporation (MCC).

Who We Are

OIG is an independent oversight organization within USAID that derives its primary
authorities and independence from the Inspector General Act of 1978 (IG Act), as
amended.

OIG’s staff of 219 employees—both Foreign Service and Civil Service—includes auditors,
certified public accountants, investigators, and program analysts, as well as specialists in
management, budget, information technology, and personnel operations. Our fiscal year
2009 budget, including supplemental funding, was approximately $51 million.

What We Do

The IG Act authorizes OIG to conduct and supervise audits and investigations involving
the programs and operations of USAID, USADF, IAF, and MCC. Auditors, certified
public accountants, and program analysts join forces to design and conduct audits and
reviews to determine whether agency programs and operations are working as envisioned.
Audit activities include performance audits of programs, financial statement audits
required under the Chief Financial Officers Act of 1990, audits related to financial
accountability of grantees and contractors, and audits of information technology systems.
OIG’s criminal investigators are special agents who work diligently to ensure that
appropriate action is taken against those who would illegally divert U.S. Government
funds. Our special agents are sworn law enforcement officers who have authority to carry
firearms, execute search warrants, and make arrests. Investigations of criminal, civil, and
administrative violations cover all facets of these worldwide operations.

OIG Priorities

More than 40 percent of OIG’s work is mandated by statute or regulation. Other work is
performed at our discretion after considering the risks associated with the agencies’
programs and assessing potential vulnerabilities in internal controls. OIG’s top oversight
priorities are:

e Pakistan
e Afghanistan
e HIV/AIDS, malaria, and tuberculosis



e lrag
e \West Bank-Gaza

Joint Work and Partners

OIG participates in task forces and cooperates with other interagency groups. For instance,
by participating in the USAID Afghanistan/Pakistan Task Force, we provide oversight for
accountability and transparency in agency operations in Afghanistan and Pakistan.

OIG also chairs the Afghanistan-Pakistan Subgroup of the multiagency Southwest Asia
Joint Planning Group. This subgroup comprises representatives of the Offices of Inspector
General for USAID and the Departments of State and Defense, the Government
Accountability Office, and the Special Inspector General for Afghanistan Reconstruction.
The subgroup acts as the central point for sharing information and coordinating planned
audits, reviews, and inspections.

As a member of the National Procurement Fraud Task Force, OIG assists the Department
of Justice in addressing procurement and grant fraud—especially in Irag, Afghanistan, and
Pakistan.

Where We Work

Approximately 70 direct-hire auditors, program analysts, and special agents are based
overseas, and the remaining workforce is stationed in Washington, DC. OIG has offices in
Baghdad, Cairo, Dakar, Kabul, Islamabad, Manila, Pretoria, San Salvador, and
Washington, DC.

OIG General Information

To learn more about USAID/OIG and its work, visit our Web site at
http://www.usaid.gov/oig or contact us at 202—712-1150.

Locations of OIG’s worldwide offices
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Pakistan
Introduction

Background. The primary goals of U.S. assistance to Pakistan are to tangibly improve the
lives of the poor and to build support for the Government of Pakistan’s decision to join
international efforts to thwart terrorism and reduce terrorist recruiting from within the
country. Approximately 79 percent of Pakistani children between the ages of 10 and 16
are out of school, and nearly half the adult population is illiterate.  Pakistan’s health
indicators are among the worst in the world, and communicable diseases remain a serious
concern.  Economic progress is considered essential to maintaining and enhancing
Pakistan’s political and economic stability.

The U.S. Government reopened the USAID mission in Islamabad in 2002. From FY 2002
through the third quarter of 2009, USAID has provided more than $3.4 billion (including
emergency economic assistance) to address needs in education, health, economic growth,
and good governance, as well as in earthquake reconstruction assistance. OIG has 14
auditors (direct-hire and Foreign Service national personnel) and 2 investigators based in
Manila—with resident staff in Islamabad—who perform oversight for USAID programs
and operations in Pakistan." OIG expects to spend approximately $3 million to provide
oversight for Pakistan in FY 2009 and FY 2010.

Performance Audits. OIG’s performance audit work in Pakistan has shown that security
conditions have either hindered program accomplishment or had the potential to create
implementation problems. Four of the five audits conducted to date raised concerns about
security conditions. Our audits also identified trends in inadequate contract oversight or
activities management (60 percent) and data integrity or quality issues (60 percent). The
chart beginning on page 7 depicts the findings of all 5 audits and the status of all 12
recommendations. Starting on page 15 are narrative summaries of each audit, arranged by
fiscal year.

Financial Audits. By Federal law (31 U.S.C. chapter 75), nonfederal entities that expend
$500,000 or more in Federal awards annually are required to have audits conducted in
accordance with Office of Management and Budget (OMB) Circular A-133. Circular A-
133 applies to audits of States, local governments, and nonprofit organizations based in the
United States, and audits conducted pursuant to this circular are sometimes referred to as
nonfederal audits.

USAID requires nonprofit organizations not based in the United States who expend
$300,000 or more in Federal funds per year to undergo an annual financial audit. These
audits follow the rules and procedures contained in the USAID-produced “Guidelines for
Financial Audits Contracted by Foreign Recipients” (generally called recipient-contracted
audits).

! In addition to Pakistan, Manila-based employees provide oversight to programs and operations in 21
countries in the region.





