September 6, 2013

Mr. Donald Sampler

Acting Assistant to the Administrator
Office of Afghanistan and Pakistan Affairs
U.S. Agency for International Development

Dear Mr. Sampler:

Thank you for your memorandum dated July 30, 2013, regarding SIGAR’s recent alert letter
on the Southern Regional Agricultural Development (S-RAD) program, which was funded
and overseen by the U.S. Agency for International Development (USAID) and implemented
by International Relief and Development, Inc. (IRD).! In your memorandum, you note that
USAID disagrees with SIGAR’s findings regarding oversight, work plans, and program-funded
equipment and supplies.

The purpose of this letter is to provide additional information to support SIGAR’s
observations as detailed in our alert letter and to respond to those areas where USAID
disagrees with those observations.

Oversight

SIGAR is very concerned about USAID’s views regarding its oversight obligations. Your
assertion that USAID is not required to impose any additional restrictions on the recipients’
programs or projects other than what is required by 22 C.F.R. § 226.25 (f) is troubling.
Although a cooperative agreement is not a contract for purposes of the Federal Acquisition
Regulation, USAID’s own regulations require that cooperative agreements contain a range
of contractual obligations, including conditions, objectives, and reporting requirements.” In
other words, the use of a cooperative agreement does not absolve USAID of its obligations
to ensure that U.S. funds are properly spent and that the desired outcomes are actually
achieved. Your comments on this issue suggest that SIGAR may need to take a broader look
at USAID’s use and implementation of cooperative agreements in Afghanistan.

You also assert that USAID “led a robust interagency process to oversee the implementation
of the S-RAD program by IRD.” However, as our alert letter noted and your memorandum
acknowledges, the reporting requirements contained in the original cooperative agreement
were not followed. Under the August 2011 cooperative agreement, IRD was required to
submit a monitoring and evaluation plan; performance monitoring reports; and weekly,
guarterly, semi-annual, annual, and final program performance reports. USAID waived some
of these requirements because of the agreement’s short 1-year period of performance.

' SIGAR Alert 13-2, Southern Regional Agricultural Development Had Poor Coordination, Waste, and
Mismanagement, June 27, 2013.
% See, e.g. 22 C.F.R. § 226 and USAID ADS Chapter 303.
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Moreover, the cooperative agreement was revised in July 2012—after it had been extended
to continue through October 15, 2012—resulting in the elimination of some of these
reports. Although you assert that the elimination of these reports did not result in missed
opportunities for program oversight, the frequency of reporting contained in the original
cooperative agreement would have provided USAID officials with additional, useful, and
more timely information to support their oversight of IRD’s activities.

Work Plans

You disagree with our observation that IRD was given flexibility to modify project activities
as long as the combined cost associated with the modifications did not exceed 10 percent of
the program’s total budget. At the same time, however, your memorandum does not
dispute that USAID granted flexibility to IRD. It only asserts that such flexibility is allowed
under federal regulations governing USAID budget and program plans.SOur alert letter did
not claim that USAID violated federal regulations or any other requirements in granting IRD
such flexibility. It merely noted that such flexibility allowed IRD to purchase items not listed
in its work plan without specific USAID approval. Although we agree that USAID has the
ability to grant flexibility to its implementing partners to modify project activities within 10
percent of the project’s budget, such flexibility introduces additional risk that the
implementing partner may engage in activities that deviate from USAID officials’
instructions—something that IRD acknowledges occurred during the S-RAD program.

While your memorandum states that USAID disagrees with our observation that it did not
review and approve IRD’s work plan for S-RAD until 4 months after the start of the 1-year
program and after over half of the program’s initial budget had already been obligated, it
also acknowledges the delay and then describes the extensive work plan approval process.
Therefore, there is no basis for USAID’s disagreement with our factual observation that the
final work plan was not approved until substantial funds had already been obligated and
project activities were well underway.

With regard to our observation that one of the USAID officials involved in facilitating the
approval process of the work plan was a former IRD employee who joined USAID in July
2011—1 month prior to the award of the cooperative agreement, your memorandum notes
that USAID re-assigned the individual “within one week of the alleged appearance of
conflict-of-interest coming to USAID’s attention.” Your response to this important matter
fails to mention that USAID did not take any action on this conflict of interest until SIGAR
discovered this problem in the course of our review. By this time, despite signing a recusal
letter, this individual had already been substantially involved with the program, including
facilitating the approval of the S-RAD work plan in December 2011, according to several U.S.
officials.

®22 CF.R. §226.25



Equipment and Supplies

You indicate that USAID also disagrees with several of our observations regarding the
provision of farm tractors, solar panels, agricultural supplies such as tree saplings, and
irrigation pumps. Let me discuss each of these areas in turn:

Farm Tractors. Your assertion that just because “tractors could not be located does
not prove any actually are missing” is puzzling. If something cannot be located, it is,
by any reasonable definition, “missing.” Simply because “these tractors are located
in isolated places hard to reach for logistical and security reasons” does not refute
our statement that the tractors could not be located. In addition, your
memorandum notes that both four- and two-wheel tractors were specified in the
program description of the cooperative agreement. However, as our alert letter
accurately stated, the final work plan—approved, as noted above, 4 months after
the cooperative agreement and after project activities had already begun—
envisioned only the purchase of two-wheel tractors.*

Solar Panels. Although USAID argues the program was needed, we found this view
was not universally shared among U.S. and Afghan officials. As our alert letter noted,
IRD officials with whom we spoke stated that their decision to expand the provision
of solar panels was based on their perceived need to reduce the use of generators
powered by diesel fuel because IRD believes the price of diesel fuel will increase
substantially in the future. However, some U.S. officials expressed objections to the
solar panel distribution program, citing the potential for theft, resale, or use of the
equipment for other than its intended purpose. Local Afghan officials also objected
to the program, deeming it unnecessary.

Agricultural Supplies. Your memorandum details the intended benefits of S-RAD’s
tree sapling distribution activity, namely the restoration and rehabilitation of pre-
existing fruit and nut orchards following damage or destruction resulting from
counterinsurgency operations. However, it is unclear to us whether these benefits
were achieved because, as our alert letter noted, some provincial reconstruction
and district stabilization team officials told us that the sapling distribution program
was destabilizing their areas due to perceived irregularities in the distribution
process. In addition, while there may have been some benefits to the local economy,
you do not explain why IRD paid nearly twice the average price for saplings quoted
to district stabilization team representatives by local nurseries.

Irrigation Pumps. We do not dispute USAID’s good intentions for re-distributing
pumps purchased under S-RAD’s predecessor program—Afghanistan Vouchers for
Increased Production in Agriculture-Plus (AVIPA-Plus). Nevertheless, it is still the
case that USAID spent $6 million to store, disassemble, and then distribute power
supplies for these pumps under the S-RAD program. Contrary to your assertion, our

* See USAID, Southern Regional Agricultural Development Program (S-RAD) Cooperative Agreement No. 306-
SOAG-306-05-00, August 27, 2011-August 26, 2012, December 11, 2011, p. 34.



alert letter did not state that it was IRD’s responsibility for preparing an
environmental assessment as required 22 C.F.R. § 216. Although you state USAID
completed an environmental assessment in September 2012, and regardless of
whether it was USAID’s responsibility or not, IRD also prepared an environmental
assessment in February 2011 after the pumps had already been purchased by the
AVIPA-Plus program.’

Once again, thank you for your comments on our alert letter. We look forward to our
continued collaboration to ensure the most efficient and effective use of U.S. taxpayer
funds to support the reconstruction of Afghanistan.

Sincerely,

John F. Sopko
Special Inspector General
for Afghanistan Reconstruction

Enclosure

> See International Relief and Development, Afghanistan Vouchers For Increased Production in Agriculture Plus
Environmental Assessment For Water Pumps Revised Distribution Plan Helmand, February 2011.
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