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USAID/Serbia and Montenegro Mission officials generally agreed with the 
contents of our risk assessment of some of its operations.  In its comments, the 
Mission provided two corrections to our background section as well as additional 
information on its offices. We have incorporated some of the information in the 
final report, where appropriate. 
 
The Mission also responded positively to our concluding suggestions on CTO 
training and responsibilities and discussions with the RCO. 
 
The full text of USAID/Serbia and Montenegro’s comments is included as 
Appendix II to this report. 
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Appendix I 

 
 

Scope 
 
 
The Regional Inspector General/Budapest conducted this risk assessment to gain 
an understanding of the programs and activities of USAID/Serbia and 
Montenegro. This was not an audit and does not contain any formal 
recommendations. The risk assessment was conducted at USAID/Serbia and 
Montenegro (Serbia) from October 6–24, 2003.  To date there has been no 
program audits in Serbia and Montenegro, thus, the purpose of this assessment 
was to identify the more significant areas of vulnerability within USAID/Serbia 
and Montenegro’s administrative and program operations and to assist 
RIG/Budapest in planning program audits for fiscal year 2005 and beyond.   
 
The risk assessment focused primarily on fiscal years (FY) 2003 and 2004 data 
and, as necessary, data from previous years.  USAID/Serbia and Montenegro has 
never been subjected to review by RIG/Budapest, As a result, our period of 
review also covered various transactions since the start of the Mission during 
calendar year 2000. 
 
Methodology 
 
To perform this risk assessment, we interviewed USAID/Serbia and Montenegro 
personnel and examined documentation to obtain an understanding of the 
Mission’s objectives, programs and activities. We assessed selected controls at the 
Mission and the Strategic Objective (SO) team levels to determine if they were 
adequate and working as designed. We also interviewed the personnel of the 
implementing partners for some of these activities to obtain an understanding of 
the program and internal controls.  We judged risk exposure by considering the 
likelihood of:  significant abuse, illegal acts, and/or misuse of resources, failure to 
achieve program objectives, noncompliance with laws, regulations and internal 
policies.  We assessed overall risk exposure as low, moderate, or high. A higher 
risk exposure simply indicated that the particular function is more vulnerable to 
not achieving its program objectives or to experiencing irregularities. 
 
Our overall risk assessments did not make definitive determinations of the 
effectiveness of internal controls.  As a part of the scope of our review, we (a) 
identified a judgmental sample of transactions, (b) obtained an understanding of 
the components of the internal controls related to the relevant sample selected, 
and (c) assessed what was already known about the internal controls.  Also it 
should be noted, we did not (a) assess the adequacy of the internal control design, 
(b) determine if controls were properly implemented, or (c) determine if 
transactions were properly documented.   
 

Scope and 
Methodology 
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According to Gweneth Hughes, who assessed the EXO operations, the Procurement Agent stated that he 
“receives” goods from vendors and thus there is a risk because the person ordering the goods also 
“receives” the goods.  However, the receiving function is not executed by the Procurement Agent, rather, 
he performs the acceptance function for locally procured goods.   

 
Goods are “ordered” by the Executive Officer and other Mission staff.  Staff place orders via the 
Procurement Request function of EXOAPPS (an electronic Executive Office management program).  
The request must be approved by the Executive Officer.  Once approved, it is forwarded to the 
Procurement Agent who identifies vendors and competes the procurement per FAR/AIDAR regulations.  
For more complex procurements, the Procurement Agent works with the Executive Officer who provides 
guidance.  Depending on cost, procurements are effected either by Petty Cash or with a Purchase 
Order/Contract.  The Procurement Agent prepares the Purchase Orders/Contracts which are reviewed by 
the Executive Officer (including Memorandums of Negotiation), scrutinized and funds reserved by the 
Controller’s Office, and finally signed by the Executive Officer.  The Procurement Agent is responsible 
for all interactions with vendors from the time when quotes are requested through the delivery of goods 
to USAID.  This includes following up on delivery dates, shipping problems, as well as ensuring that 
invoices are received.   

 
When the Procurement Agent accepts the goods from local vendors, he verifies that they match the 
goods ordered and then turns them over Property/Receiving Clerk who officially receives them.  We do 
not want the Property/Receiving Clerk to be interacting directly with vendors since this would allow for 
an even greater risk since that individual could claim that goods were “received”, control the receiving 
records, and have no other party between the vendor and the receiving function.   
 
The Property/Receiving Clerk receiving function includes matching the goods ordered with the 
procurement documents and preparing receiving reports.  Completed receiving reports are handed over 
to the GSO for entry into the NXP Bar Scan data base for non-expendables, into stock control cards for 
expendable items, or delivered to the requestor for special order items.  Invoices are not paid until the 
Property/Receiving Clerk, or person ordering the goods or services, verifies their receipt.  In this manner, 
the Procurement Agent can not claim that goods have been received and process the invoices without 
verification of another person as well as a review by the Executive Officer. 

 
(3) no approval or testing of the Emergency Action Plan or Disaster Recovery Plan. 

 
The Emergency Action and Disaster Recovery Plans are in process and all testing, etc. should be 
completed within one month from this response. 

 
 
“The Mission’s Federal Managers’ Financial Integrity Act (FMFIA) report for FY 2003 disclosed the 
following weaknesses: (1) risk assessment has not been performed, (2) contingency plan has not been 
developed, (3) the contingency plan has not been tested, and, (4) the disaster recovery plan has not been 
developed.” 

 
The following are updates of the FMFIA FY2003 report: 

 
(1) risk assessment has not been performed,  

 
As discussed with Gweneth Hughes, an assessment by RSC/RMSO Executive Officers was requested 
last fall.  The assessment is currently underway and will be completed by March 26th.  It should also be 
noted that having an assessment prior to this time was not practical since the Mission was in the start-up 
phase. 




