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This report presents the results of our inspection of the implementation of Departmental
Regulation 1051-002 - International Activities and Agreements of USDA Agencies. The
report identifies where the Foreign Agricultural Service (FAS) and the Forest Service
(FS) have failed to implement the regulation in an efficient and effective manner. FAS
has begun taking significant actions to address the inefficiencies we identified. FS is
committed to taking action once general guidance is available. Both agencies have
agreed to implement our recommendations improving the performance of this regulation.

Your responses to our draft dated August 3, 2007, for FAS and August 22, 2007, for FS,
are included in their entirety in Exhibits A and B respectively, with excerpts incorporated
into the Findings and Recommendations section of the report. Based on the information
provided in the responses, we concur with management decision for Recommendations 1,
3, and 4. Additional information is needed to achieve management decision for
Recommendation 2. Please refer to the OIG Position sections of the report for specific
details.



Abigail Kimbell et al. Page 2

In accordance with Departmental Regulation 1720-1, please furnish a reply within 60
days describing the corrective action taken or planned and the timeframes for
implementation of the outstanding recommendations noted above. Please note that the
regulation requires management decision to be reached on all findings and
recommendations within a maximum of 6 months from report issuance.

We appreciate the courtesies and cooperation extended to us during the inspection.



Executive Summary

Results in Brief

We conducted this inspection to determine whether the
implementation of Departmental Regulation 1051-002,
International Activities and Agreements of USDA Agencies (DR)
has been effective in ensuring Foreign Agricultural Service’s
(FAS) position as the coordinating agency for all of the
Department of Agriculture’s (USDA) international activities and
agreements.

The DR was issued to ensure that a uniform message was
presented by USDA in the international arena, consistent with U.S.
policy goals. The DR identifies three responsibilities USDA
agencies have in (1) coordinating their international activities with
FAS, (2) negotiating cost-reimbursable agreements through FAS,
and (3) coordinating with FAS to determine whether international
agreements are subject to the Case-Zablocki Act.'

Several agencies within USDA have the authority to enter into
international agreements and engage in international activities.
FAS is responsible for coordinating the international activities and
agreements of these agencies. FAS® coordination responsibilities
in this area are extensive.

FAS is charged with coordinating all of the foreign agricultural
policies and programs that come out of USDA. This includes
matters and legislation relating to agricultural trade and the World
Trade Organization. Also, FAS is the foreign agricultural liaison
for a number of governmental and nongovernmental entities
including the Department of State, U.S. Agency for International
Development, and foreign governments.

We found that greater coordination and communication efforts are
needed in order to implement the DR effectively, particularly
between FAS and the Forest Service (FS). We also found that FS
does not coordinate with FAS on its international activities, cost-
reimbursable agreements, and international agreements subject to
the Case-Zablocki Act, as mandated by the DR. Failure of FAS
and FS to communicate and coordinate efforts may result in an
inconsistent message being sent both inside and outside of USDA

" Pub. L. No. 92-403, 86 Stat. 619, as amended (codified at 1 U.S.C. § 112b). The Case-Zablocki Act
establishes a procedure for implementing international agreements, other than treaties, of which the United
States is a party. See 1 U.S3.C. § 112b(a).
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on international policy matters, thereby further undermining the
purpose and effective implementation of the DR.

Recommendations
in Brief We recommend FAS do the following:

¢ Provide guidelines regarding specific types of contracting
and activities that must be coordinated with FAS as well as
the appropriate contact(s) in FAS for such coordination.
The guidelines should also include clarification of whether
FAS needs to be notified of modifications to existing
international agreements.

¢ Use committee meetings to communicate issues pertaining
to the DR.

We recommend FS do the following:

e Communicate with FAS on cost-reimbursable agreements,
including modifications to inter-agency agreements (IAA),
ot request a waiver under the provisions of the DR.

s Follow the DR and submit a draft of its international
agreements, prior to the start of negotiations or as early as
possible in the negotiating process in order to receive a
determination from FAS whether the draft agreement is
subject to the Case-Zablocki Act.

Agency Response  FAS is committed to developing guidelines and to specifically call
for discussion and reporting on international activities at
committee meetings. FS is committed to going through FAS on
cost-reimbursable agreements, including modifications to the IAA,
or request a waiver, and they will provide FAS with draft
international agreements prior to the start of negotiations once FAS
guidelines are established.

01G Position We were able to concur with management decision on
Recommendations 1, 3, and 4. We need a committee meeting
schedule from FAS to reach management decision on
Recommendation 2.
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Abbreviations Used in This Report

APHIS Animal and Plant Inspection Service

ARS Agricultural Research Service

DR Departmental Regulation

FAO Food and Agriculiural Organization

FAS Foreign Agricultural Service

FS Forest Service

TIAA Inter-Agency Agreement

ICC-IA Intra-Departmental Coordination Committee on International Affairs
ICD/FAS International Cooperation and Development Office/FAS
OCBD Office of Capacity Building and Development

TCG/FS Technical Cooperation Group/FS

USAID U.S. Agency for International Development

USDA U.S. Department of Agriculture
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Background and Objectives

Background

Departmental Regulation 1051-002, International Activities and
Agreements of USDA Agencies (DR), dated December 22, 2004,
was issued in order to ensure that a uniform message was
presented by the United States Department of Agriculture (the
Department) in the international arena, consistent with U.S. policy
goals. The DR mainly identifies three responsibilities
Departmental agencies have in (1) coordinating their international
activities with the Foreign Agricultural Service (FAS), (2) '
negotiating cost-reimbursable agreements through FAS, and (3)
coordinating with FAS to determine whether international
agreements are subject to the Case-Zablocki Act? OIG initiated
this inspection when concerns about the DR’s implementation
were brought to our attention during an OIG review of FAS’
overseas programs in December, 2005,

OIG found that greater coordination and communication efforts are
needed in order to implement the DR effectively, particularly
between FAS and the Forest Service (FS). OIG further found that
FS does not coordinate with FAS on its international activities,
cost-reimbursable agreements, and international agreements
subject to the Case-Zablocki Act, as mandated by the DR. Failure
of FAS and FS to communicate and coordinate efforts may result
in an inconsistent message being sent both inside and outside of
the Department on international policy matters, thereby further
undermining the purpose and effective implementation of the DR.

Several agencies within the Department have authority to enter
into international agreements and engage in international activities.
These agencies include the Animal and Plant Health Inspection
Service (APHIS), Agricultural Research Service (ARS), FAS, and
FS. The agency responsible for coordinating the international
activities and agreements of these agencies is FAS. FAS’
coordination responsibilities in this area are extensive.

FAS is charged with coordinating all of the foreign agricultural
policies and programs that come out of the Department. This
includes matters and legislation relating to agricultural trade and
the World Trade Organization. Also, FAS is the foreign
agricultural liaison for a number of governmental and
nongovernmental entities including the U.S. Department of State,

2 Pub. L. No. 92-403, 86 Stat, 619, as amended (codified at 1 U.S.C. § 112b). The Case-Zablocki Act
establishes a procedure for implementing international agreements, other than treaties, of which the United
States is a party. See 1 U.S.C. § 112b(a).
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Objectives

U.S. Agency for International Development (USAID), and foreign
governments. In this capacity, FAS is the point of contact for the
U.S. Department of State regarding Departmental agreements
subject to the Case-Zablocki Act.” FAS has the sole authority in
the Department to determine whether an agreement meets the
criteria of an “international agreement” as defined by the Secretary
of State, and is therefore subject to the Case-Zablocki Act.*

FAS is also responsible, through the Office of Capacity Building
and Development (OCBD), for coordinating the Department’s
activities in international economic development, technical
assistance, and training. FAS’ international authorities ar¢ mainly
delegated from the Secretary” and the Foreign Assistance Act®

Within FS, the International Programs office is responsible for
coordinating its international activities with FAS. The office has
three main units: the Policy Group, the Technical Cooperation
Group (TCG/FS) (which is the FS counterpart to FAS” OCBD),
and the Disaster Assistance Support Program. The Policy Group,
among other things, works to track and respond to emerging issues
in the international forestry arena. The other two units provide
technical services and expertise to clients such as USAID, the
Department of State, foreign governments, and intergovernmental
organizations in areas such as fire management, forest monitoring,
and disaster response management. Services are provided through
grants, cost-reimbursable agreements, and cooperative agreements.
FS’ authority to conduct international activities comes from a
variety of sources, including the International Forestry Cooperation
Actof 1990,? Forest and Rangeland Renewable Resources
Research Act of 1978, and Cooperative Forestry Assistance Act of
1978.° FS’ authority to enter into contracts, grants and cooperative
agreements for research, extension, and teaching, comes from the
National Agricultural Research, Extension, and Teaching Policy
Act of 1977. |

The purpose of this inspection was to determine whether the
implementation of the DR has been effective in ensuring FAS’
position as the lead coordinating agency for all of USDA’s
international activities and agreements.

DR % 4.¢(1).
“1d.

57 U.8.C. §§2201,2202; 7 C.F.R. § 2.16(a)(3).

$22 US.C.§2151.

"Pub. L. No. 101-513, 104 Stat. 2070, as amended (codified in part at 16 U.S.C. §§ 4501-4505).
¥ Pub, L. No. 95-307, 92 Stat. 353, as amended (codified in part at 16 U.S.C. §§ 1641-1605).

? Pub. L. No. 95-313, 92 Stat. 365, as amended (codified in part at 16 U.S.C. §§ 2101-2114),

9 Pyb. L. No. 95-113, 91 Stat. 981, as amended.
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Scope and Methodology

OIG reviewed the relevant regulations and authorities that
FAS'"and FS have for carrying out international activities.
Further, we conducted interviews with various officials from FS,
FAS, ARS, APHIS, Office of Budget and Program Analysis, and
USAID. Our review primarily focused on IS and FAS activities
from January, 2005 through April, 2006.'?

After the completion of our fieldwork, FAS underwent a structural
reorganization of the entire agency. The majority of FAS officials
we spoke with prior to the reorganization were in the former
International Cooperation and Development Office (ICD/FAS).
ICD/FAS was charged with coordinating many of the
responsibilities mandated by the DR. After the reorganization, the
QOCBD absorbed many of ICD/FAS” duties, however the officials
that we previously spoke with were assigned to other areas of FAS.
Furthermore, certain responsibilities under the DR that were once
under the authority of one office (ICD/FAS) are now being
administered by several offices within FAS. Therefore, in
December, 2006 and January, 2007, OIG spoke with officials from
the former ICD/FAS, and upon their request, APHIS, to discuss
implementation of the DR post-reorganization.

"7 CF.R. §2.43(a)(1)-(40).
'2 This is the period of time from the month following the DR’s issuance to the initial termination of our
fieldwork.
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Findings and Recommendations

OIG found that greater communication efforts are needed by FAS
in order to implement the DR effectively, particularly after the
FAS reorganization. Additionally, OIG found that FS does not
coordinate with FAS on its international activities,
cost-reimbursable agreements, and international agreements
subject to the Case-Zablocki Act. The following section highlights
areas in which FS” and FAS’ actions have not been sufficient in
implementing the DR:

1. Coordinating International Agreements and Activities
with FAS Needs Improvement.

OIG found that FS does not keep FAS fully and timely informed of
its international agreements and activities. This has led to a lack of
coordination between the two agencies that is inconsistent with the
purpose of the DR.

The DR provides a framework for FAS to coordinate inside and
outside the Department on international activities. Within the
Department, FAS has the responsibility to inform agencies of the
Department’s international activities and policies that could
potentially impact their work. In turn, each agency must keep FAS
timely and fully informed of its international activities.
Furthermore, FAS must ensure that there are adequate channels for
agencies to offer input about the Department’s international
activities and policies. The DR states that the Administrator, FAS,
may determine the extent of coordination that *is necessary to
facilitate FAS in carrying out its responsibilities to coordinate
Department functions involving foreign agricultural policies and
programs and Departmental agencies’ operations and activities in
foreign areas.”"”

In order to enhance coordination efforts, the DR established the
“Intra-Departmental Coordination Committee on International
Affairs” (the Committee), consisting of representatives from
specified USDA agencies. The Committee is mandated to meet
quarterly in order to facilitate coordination of the Department’s
international activities and to review implementation of the DR,

As set forth below, OIG has identified two issues regarding FS’
and FAS’ international activities that need improvement, including
notification of modifications to existing agreements and the need
for supplemental FAS guidance on the DR,

DR § 4.b.
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a. Notification of Modifications to Existing Agreements

Since the DR was issued, FS has entered into two new agreements
with respect to technical support and emergency response
management: one with the State Department and the other with the
Food and Agricultural Organization of the United Nations (FAO).
FS also made 11 modifications to existing agreements with USAID
and the State Department, totaling over $9 million. The majority
of these modifications were made to a five-year blanket
inter-agency agreement (1AA) that FS has with USAID.

The IAA authorizes FS to provide technical support and services to
USAID projects on a global level. It does not refer to specific
projects at the country level. Instead, specific international
projects are agreed to in subsequent modifications to the IAA. The
modifications to the IAA are formal documents, signed by both
parties. They authorize FS to provide technical support for
specific USAID international projects. In turn, USAID is
obligated to provide the agreed upon funding amount for FS’
services. Since December 2004, FS made three modifications to
the IAA, which totaled over $5 million.

None of the aforementioned agreements or modifications were
coordinated through FAS. FS officials did not notify FAS of their
agreements with the State Department and FAQO, because they did
not perceive the agreements to be the type that FAS needed to be
informed about. FS explained that, as to the [AA with USAID, it
does not consider the modifications as substantive, because the
IAA itself covers all of USAID’s work globally. For example, if a
modification identifies another country for FS to work in and/or
provides additional funding for such work, FS considers such
modifications within the scope of work contracted in the IAA.
Officials from FS claim that because the modifications are not
agreements, they are not subject to coordination with FAS under
the DR.

OIG is concerned that, although FS does not consider the
modifications to be new agreements, the modifications still
continue to expand the Department’s foreign activities covered by
the DR. Moreover, FS did not timely inform FAS of'its
agreements with the FAO and State Department, although they
were executed after implementation of the DR. Under the DR,
only FAS has the authority to determine which foreign activities it
needs to be informed of in order to coordinate the Department’s
work effectively.

Currently, FS provides FAS with a list of its international activities
on an annual basis. Officials from FS conceded, and we agree, that
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this is not a timely method of informing FAS of their actions. FS
itself has suggested that creating a central database where all
agencies can update FAS on international activities would facilitate
a more timely method of communication.

b. Need for Supplemental FAS Guidance

During meetings with FS, officials informed us that they are
willing to coordinate with FAS regarding their international
agreements; however they are waiting for FAS to issue guidelines
for implementing the DR. FS officials claimed that if they had
agreements for FAS to coordinate, they would not know who to
contact. Moreover, they indicated they are not clear as to which
type(s) of agreements FAS needs to be informed about. To date,
FS has not contacted FAS for clarification on any of these issues.
They claimed that FAS guidelines on how to implement the DR
would clarify these issues.

Prior to FAS® reorganization, ICD/FAS believed that the DR was
self-explanatory and there was no need for subsequent guidelines
to facilitate implementation of the DR, that all parties knew who to
contact within FAS and which agreements needed to be cleared
through FAS. However, after the reorganization, it became
apparent that guidelines would be beneficial. As a result of the
reorganization, several of the DR-related responsibilities, once
within the purview of ICD/FAS, were reassigned throughout FAS.
For example, if an agency has to coordinate with FAS on a policy
issue, it would have to go to the new Office of Country and
Regional Affairs; whereas, if the issue relates to a
cost-reimbursable agreement, the agency would need to contact the
Office of the Administrator and/or the Office of Administrative
Operations. Based upon our discussion with other Department
officials, greater clarity is needed as to who the points of contact
are in FAS, which contracts need to be seen by FAS, and which
contracts need to get State Department approval.'® As these issues
fall directly within the scope of the DR, the issuance of guidelines
from FAS would clarify which international activities and
agreements require FAS coordination and the appropriate point of
contact for the requesting agency.

The Administrator of FAS held a meeting with officials from the
International Programs of the FS in the summer of 2005 but did not
raise FS’ failure to comply with the DR, nor has the issue ever
been raised by FAS at any of the Committee meetings held by
FAS. Further, although the Committee also has a specific Sub-

'* As explained further in section 3 of this report, State Department approval is required for certain
international agreements under the Case-Zablocki Act. See DR §4.c;; segalso 1 US.C. § 112b(a).
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Committee on Grants and Agreements, the Sub-Committee has
never held a meeting to address this issue.

Both FS and FAS have responsibility to ensure the DR is
implemented effectively. The issues that FS has with
implementing the DR (i.e., no guidelines, no contact person, lack
of understanding about which agreements require notification, etc.)
do not absolve IS of its responsibility to adhere to the regulation.
Conversely, FAS should have taken action to ensure that all
agencies were clear on how to implement the DR effectively.
Although former ICD/FAS officials did not think that guidelines
were necessary prior to FAS’ reorganization, they were aware of
FS’ lack of compliance with the regulation. Itis FAS’
responsibility under the DR to ensure that they are providing a
unified voice from the Department on international activities and
policy matters.

Recommendation 1

Provide Guidelines. FAS should issue guidelines regarding
specific types of contracting and activities that must be coordinated
with FAS as well as the appropriate contact(s) in FAS for such
coordination. The guidelines should also include clarification of
whether FAS needs to be notified of modifications to existing
international agreements.

FAS Response FAS is developing guidelines for implementing statutes on
international agreements and Departmental regulations concerning
the coordination of international activities. The guidelines include
the types of USDA contracting and activities that must be
coordinated with FAS; the appropriate contact(s) within FAS for
such coordination; the types of activities, oral agreements, or
documents which constitute international agreements that are
subject to FAS review; and other additional information. The
guidelines are expected to be made available by the end of the
calendar year.

OIG Position We concur with the management decision.
Recommendation 2

Communication Regarding the DR. FAS should use committee
meetings to communicate issues pertaining to the DR, as mandated
by the DR. For example, the Grants and Agreements
Sub-Committee could be used as a forum to ensure that grants and
agreements are being implemented pursuant to the DR.
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FAS Response Effective communication and coordination across the Department
is essential to align international activities with overall U.S. and
USDA policy goals. Such practices also allow USDA to convey
uniform messages, direct limited resources to strategic priorities,
and demonstrate solid results to key stakeholders. Since its
establishment in DR 1051-002, FAS had held five meetings of the
Intra-Departmental Coordination Committee on International
Affairs ICC-TA). Working through the committee, an
infrastructure for intra-departmental sharing, planning and
programming has been put into place, with focal points identified
for all USDA agencies and offices. As a result, greater interagency
coordination and cooperation on international trade and
development assistance initiatives already has been achieved.

FAS currently is undertaking several initiatives that build upon this
initial foundation to support the development, implementation,
monitoring, and evaluation of a USDA global strategy, including a
new FAS strategy sefting process that involves coordination of
international activities across USDA through the ICC-IA. FAS
also will ensure that the agendas for all future ICC-1A meetings
include a specific call for discussion and reporting on international
agreements and international activities.

OIG Position In order to reach management decision, FAS should provide us
with the meeting schedule for the Grants and Agreements Sub-
Committee.

2. Negotiating International Cost-Reimbursable
Agreements

OIG found that FS negotiates and enters into international cost-
reimbursable agreements and establishes the corresponding
indirect cost rates. However, FS does not have the authority to
engage in such activities regarding international cost-reimbursable
agreements without first obtaining a waiver from FAS. The DR
states that FAS is the agency with the authority in the Department
1o establish indirect cost rates and enter into cost-reimbursable
agreements for international activities made under the Foreign
Assistance Act of 1961."° A cost-reimbursable agreement occurs
when an agency in the Department agrees to furnish goods or
services to a contracting party, and the contracting party
reimburses the agency for an agreed percentage of both direct and
indirect costs.

FAS’ authority to enter into international cost-reimbursable
agreements stem from the National Agricultural, Research,

BDRY4d
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Recommendation 3

FAS Response

FS Response

Extension and Teaching Policy Act of 1977'® and the Foreign
Assistance Act'’ as delegated from USAID. All agencies entering
into such agreements with either USAID, Department of State, a
foreign state, foreign state agency, or intergovernmental
organization must go through FAS.

The DR allows FAS to waive its negotiating authority and permit
other agencies to enter into cost-reimbursable agreements and
establish their own indirect cost rates. To obtain this authority, a
requesting agency must consult with FAS. FAS must then
determine whether an agency should be exempted from going
through FAS for its cost-reimbursable agreements.'®

The FAO and State agreements, along with the medifications to
the inter-agency agreement with USAID, are all cost-reimbursable
agreements. To date, FS has not sought a waiver exempting the
agency from FAS authority for these agreements. Further, FS does
not believe that it is required to seek a waiver under the DR for
modifications to the IAA, because it does not perceive the
modifications to be new cost-reimbursable agreements. Although
F'S officials did not regard the FAO and State agreements as the
type that FAS needed to coordinate, they informed OIG that they
would seek a waiver for international cost-reimbursable
agreements, but FAS has not provided guidance on how to
implement the waiver process.

Comply with the DR on cost-reimbursable agreements. OIG
recommends that FS go through FAS on its cost-reimbursable
agreements, including modifications to the IAA, or request a
waiver under the provisions of the DR.

FAS agrees with this recommendation and will include in its
guidelines a process for consulting with FAS on international
agreements and for requesting a waiver of FAS negotiating
authority.

The Forest Service concurs with the recommendation. The agency
will comply when FAS provides the Department-approved
guidelines and mechanisms as specified in Recommendations |
and 2. Estimated Completion Date: 90 days following FAS
provision of guidelines and mechanisms for compliance.

'S pub. L. No. 95-113, 91 Stat, 981, as amended, see also 7 C.F.R. § 2.43(2)(39)-(40).

722 U.S.C. § 2357

¥ The DR provides exemptions from this process for the grants and cooperative agreements specified in

DR 1 4.d.(3).
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OI1G Position

We concur with both FAS’ and FS” management decisions.

3. FS Needs to Coordinate with FAS to Determine
Whether International Agreements are Subject to the
Case-Zablocki Act.

The DR mandates that FAS be the point of contact for the
Department of State regarding Departmental agreements subject to
the Case-Zablocki Act. An agreement is subject to the
requirements of the Case-Zablocki Act if it meets the criteria of an
“international agreement” as defined by the Secretary of State.'
FAS has the sole authority within the Department to determine
whether an agreement meets this criteria. When a Departmental
agency, acting within the scope of its legal authority, intends to
enter into an agreement with “a foreign state, foreign state agency,
[or] intergovernmental agency,” it must submit a draft of the
agreement to FAS.® The agency is required to submit the draft
prior to agreement negotiations or “as soon as possible in the
negotiation process.””' If FAS determines that the agreement
satisfies the State Department’s criteria and is an international
agreement, the agreement would then go through the State
Department for approval and Congressional notification. FAS may
also exempt certain types of agreements from having to go through
a Case-Zablocki Act determination.*

To date, FS has not gone through FAS for determinations on
international agreements with intergovernmental agencies. An
example of this involves the agreement with FAO, an
intergovernmental agency, in February, 2006. FS did
communicate with FAS at a certain point of the FAO negotiation;
however, the agency did not perceive the FAO agreement as a
matter that needed to be channeled through FAS. Regardless, FS
did not provide a draft text of the agreement or notify FAS
requesting an international agreement determination, pursuant to
Section 4.c. of the DR,

As FAO is an intergovernmental agency, the FS-FAO Agreement
is within the purview of the DR and should have gone through the
appropriate FAS channels. There is a risk that when FS enters into
an agreement with an intergovernmental agency such as the FAO
without coordinating with FAS, such action undermines the

P DR g 2.b.
“DR 4 4.c.
' DRY4c.
DR 4.c.02).
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purpose of the DR, which is to ensure that the Department has one
voice regarding international activities and policy matters.”

Recommendation 4

FS should follow the DR and submit a draft of its international
agreements prior to the start of negotiations or as early as possible
in the negotiating process in order to receive an FAS determination
of whether the draft agreement 1s subject to the Case-Zablocki Act.

FAS Response FAS agrees with this recommendation and will include in its
guidelines a process and format for Circular 175 clearance and
Case-Zablocki reporting on international agreements.

FS Response The Forest Service concurs with the recommendation. The agency
will comply when FAS provides the Department-approved
guidelines and mechanisms as specified in Recommendations 1
and 2. Estimated Completion Date: 90 days following FAS
provision of guidelines and mechanisms for compliance.

OIG Position We concur with both FAS” and FS® management decisions.

 FAS contends that an agreement with the FAO has possible Departmental policy implications.
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Eindted States
Brepartment of
Apriclture

Farms and Feoeign TO: R{)d DeSmet ) i
Agricalird Assistant Inspector General for Inspections and Research
Serviees Office of Inspecior General

e, .
S FROM:  Michael W. Yos W 2007
Service M Michael W. Yost ' MG 3 20U

Administrator
D Indepradence
Ave, SW
Stop 1060 SUBJECT: Response to OIG Official Draft Inspection Report — “Departmental
;Lﬁ}mﬁg’ b Regulation 1031.002 International Activities and Agreements of USDA

Agencies” (S0901-01-IR)

The Forefgn Agricultural Service (FAS) appreciates this opportunity 1o respond to the
Office of Inspector General's {O1G) draft inspection report on the responsibilities of
USDA agencies régarding the coordination of international activities and agreements,
as set out in Departmental Regulation 1051-002. OIG’s diligent inspection of current
practices and helpful idemification of areas for improvement provide a welcome
opportunity to refine. promote, and further implement the coordination iniiatives
intended in DR [051-002.

As for the four recommendations contained in the draft report, FAS's specific
response to cach is provided as follows:

Recommendation 1:

Provide guidelines. FAS should issue guidelines regarding specific types of
contracting and activities that must be coordinated with FAS as well as the
appropriate contact(s) in FAS for such coordination. The guidelines should also
include clarification of whether FAS needs 1o be notified of modifications 1o existing
international sgreements.

FAS Response:

FAS is developing guidelines for implementing statutes on inlernational agreements
and Departmental regulations concerning the coordination of international activities.
The guidelines tnclude the types of USDA contracting and sctivities that must be

coordinated with FAS; the appropriate contact(s) within FAS for such coerdination;

URLIA s ae Fagvad Opparusity Tmployer
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i D
the types of setivitdes, orsl agreements, or decuments which constitute international
agreements that are subject to FAS reviews and other addiional information. The
guidelines are expecied to be made available by the end of the calendar vear.

Reconmmendation 2:

Communicarion Regarding the IR, FAS should use commilice meetings 1o comunumcate
issues pertaining 1o the DR, as mandated by the DR. For example, the Grants and
Agreements Sub-Committee could be used as a forum to ensure that grants and
agreements are being implemented pursnant to the DR

FAS Response:

Effective commundcation and coordination across the Department is essential o align
international activities with overaill U.S. and USDA policy goals. Such practices also
sttow USDA o convey uniform messages, direct Hmited resources 1o stralegic priorities,
and demonsirate solid resulis (o key stakeholders, Since its establishment in

DR 1031-002, FAS has held five mectings of the Intra-Departmental Coordination
Commiitee on International Affairs (ICC-1A). Working through the committee, an
infrastructure for intra-departmental sharing, planaing and programming has been put into
place, with focal points identified for all USDA agencies and offices. As a result, greater
imeragency coordination and cooperation on international trade and development
assistance initiatives already has been achicved,

FAS curreatly is undertaking several Initiatives that buifd upon this initial foundation o
support the development, implementation, monitoring, and evatuation of a USDA giobal
strategy, including a new FAS strslegy selting process that involves coordination of
international activities across USDA through the ICC-1A. FAS also will ensure that the
agendas Tor all future ICC-JA mectings include a specific call for discussion and reporting
on imternational agreemenis and international activities,

Recopumendation 3:

Comply with the DR on cost-reimbursable agreements, OIG recommends that {the Forest
Service (FS)] go through FAS on its cost-reimbursable agreements, inchading
modifications to the IAA [ihe five-year blanket inter-agency agreement that FS has with
the U.S. Agency for Intemational Development}, or request a waiver under the provisions
of the IR,

USDA/OIG-IR/50901-01-IR Page 13
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FAS Response:

FAS agrees with this recommendation and will inchude in its guidelines a process for
censulting with FAS on international agreements and for requesting a waiver of FAS
negotiating aathority.

Recommendation 4:

FS should follow the DR and submil a draft of its international agreements prior to the
stars of negotiations or as early as possible in the negotiating provess in order 16 receive
an FAS determination of whether the drafi agreement is subject o the Case-Zablocki Act,

FAS Response:

FAS agrees with this recommendation and wifl inchude ir #ts guidelines a process and
format for Circular 173 clearance and Case-Zablockt reporting on international
agresmments.

Finally, FAS takes exception 1o FS stalements in the draft report that FAS has never
expressed any concerns to FS directly regarding the tmplementation of DR 1051-602. In
fact, in meetings with FS on numerous occasions in both 2003 and in 2006, FAS directly
expressed specific concerns about F8's lack of coordination with FAS on international
activities.

H you have any quesiions or concerns regarding these comments, or if you require
addilional information, please contact James Gartner, FAS's Audit Linison and
Management Control Officer, on (202) 720-0517.
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USDA
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United States Forest Washingten 1400 Endependence Avenue, SW
Department of Service Office Washington, DC 20250
Agricalture

fite Code: 1430
Date: Ay 2 7 2007

Rod DeSmet

Assistant Inspector General for Inspections & Research
Gifice of Inspector Geaeral

1400 Independence Ave SW, Room 41-W
Washington, DC 20230

Dear Mr. DeSmet:

Thank you for the opportunity to review and comment on O1G Official Draft Report

No. 50901-01-1R, “Departmental Regulation 1051-002 ~ International Activities and
Agreements of USDA Agencies.” While we generally agree with the recommendations, we
continue to take exception with the findings regarding the coordination of USDA international
activities. A discussion on these exceptions is eaclosed. The corrective actions, to reach
management decision on the report’s recommendations, are also enclosed.

If you have any questions, please contact Alex Moad, International Program staff, at
202-273-0163 or Art Seggerson, OIG Andit Liaison, at 703-605-4983.

Sincerely,

Al Gl

SALLY D. JOLLINS
Associate Chief

HEnclosures

cet Alex Moad, Ant Seggerson

Caring for the Land and Serving People Pkt on Fioayded Pagrer ﬁ
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USDA Forest Service (FS)

Office of Inspector General (01G) Report No. 50901 -M-iR
Departmental Regulation 1051-002 - Enternational Activities and Agreements
of USDA Agencies

Comments en Report

Statement (Page 1, paragraph 2y “ONG found that greater conrdination and communication
efforts are weeded in order to implement the DR efiectively, particularly berween FAS and the
Forest Service (F51.°

FS Comment: The effective implementation of the DR requires transparent policies and
processes that should apply to all USDA agencies. With adequate guidance for the
implementation of the DR and clear criteria for complianee, all LSDA agencies, the Forest
Service included, would be able to redeem their responsibitities under the DR,

Reauested Change: Refer (6 “ali USDA agencies” or the change the word “narticularly™ 1o
“including.”

Statement (Pape 4, paragrapks 2% “O4G found that IS does ot keep FAS fidly and rimely
informed of its internationd agreements and activities. This has led to o lack of coordination
berween the two agencies thal is inconsistent with the purpose of the DR

FS Comment: The Forest Service believes that any lack of coordination regarding internaional
activities within USDA primarily reflects the absence of an effesiive mechanism o request,
cotlect and synthesize information on the international activities of all USDA agencies, For
cxample. in response to the DR, FAS established several commitiees to facilitate coordination of
LISDA international activities and agreements. Tn response to this, the Forest Service idemified
poinis of contact for these groups: to date neither of the subcommittees focused on international
or interagency agreemenis has met,

Requested Change: Our preference would be to delete the statement from the report. The report
could be modified to emphasize the absence of effeetive mechanisms for full and dmely
collection of information cn all USDIA international activities.

Statement {Page 8, paragraph 23 " The DR stares that FAS Is the agency with the authority in
the Depariment 1 establish indirect cost rates and enter info cost-refmbursable agreements for
intersational activifies made wnder the Foreign Assistance Act of 19617

¥S Comment: We befieve this is an incorrect interpretation of the DR, which simply states that

“ihe Foreign Apricultural Service (FAS) has been delegated detailed responsibilities in the
international arena.” The DR outlines what those responsibilities entail, but does not mention

1 Enclosure 1
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indireet cost rates and cost-reimbursable agreements as specified in the Inspection Report. Our
principal concern is with the reference to FAS as “the suthority.” This modification to the text is
only a shight improvement on the original use of “sole authority” in the discussion drafl. since it
still implies that FAS retains exclusive authority to eater into international agreements, when in
fact this authority is held by several USDA agencics. including the Forest Service. The second
paragraph of the DR clearly states that “this regulation is not intended 1o Hmit sy agency’s
authority to conduct international activities, to constitute a change in existing delegations of
authority for any apency engaged in international activities, nor to constitide a delegation of
authority 1o engage in international activities.”

Requested Change: Delete the statement or modify the statement to aceurately reflect the
language contained in the DR.

Other Comments:

A indicated in the sequence of recommendations in the mspection report and confirmed by the
Office of the Inspecior General during the June 6. 2007 “exit conference.” the Forsign
Agriculture Service must first implement the recommendations relating 1o FAS before the Forest
Sarvice and other USDA agencies can implement the report recommendations. Specifically,
FAS needs 1o develop guidance 1o all USDA agencies, not just the Forest Service, regarding
processes and structures for the coordination of USIIA international activities. Withowt this
guidance, and the supporting dats management systems and interagency cocrdination
mechanisms, it remains uncertain how the Forest Service shoutd best comply with Departmental
Regulation 1051002 regarding the nature, the timing and structure of information sharing. and
the clearance and signing of international agreements,

As FAS moves to implement the inspection report recommendations, the Agency requests that
FAS consults with affected LSDA agencies in the development of guidance for the
tmplementation of DR 1051-002. ‘This participation and consultation will greatly help to
establish processes that effectively and efficiently promete increased coordination of
international activities within USDA.

The Forest Service, like a number of other agencics, engages in numerous cooperative aclivities
with international partners each year, These activities include rescarch coilaboration, joint
hosting of inerpational mectings and conferences, fire monitoring and suppression, disaster
response. technical exchange, and representation {n policy dialogues at the request of the State
Department. Many of these activities, such as exchanges of rescarch scientists, collaborative
research, and exchange of atreraft and frefighters involve formal agreements for cooperation;
others do not. Similariy, many activities result in specific, reportable resulis: others do not.
Increased collaboration mmong agencies is necessary to design effective and consistent methods
of and toals for coordinaling, monitoring and repoerting on these International aetivities and
agreements.

Ag a starting point, an interagency team could address the following guestions:

2 Fnclosure |
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In which of the many agreements currenily signed by USDA agencies does FAS wish to
he involved, and how?

When and in what manner does FAS wish to be informed of the resuits of international
aclivities?

Are there specific topics or issues about which FAS wishes to be informed? 11, so. what is
the appropriate method for communication and reporting?

Addressing these guestions could lead to an cffective sel of wals and mechanisms (o improve
interagency coordination on international activities and facititate Forest Service and other agency
cotapliance with the report recommendagions.

Lad

Enclosure |
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USBA Forest Service (F9)

Office of Inspector General Inspection Report No, S0901-01-1R:
Departmental Regulation 1051-002, International Activities and Agreemenis
of USDA Agencies

Management Becision

OIG Reeommendation 3: Comply with the DR on cost-reimbursable agreements. G1G
recommends that TS go through FAS on its cost-reimbursable agreements, including
modifications 1o the IAA, ot Toquest a waiver under the provisions of the DR

FS Respense to Recommendation 3: The Forest Service concurs with the recommendation,
The agency will comply when FAS provides the Department-approved guidelines and
mechanisms a3 specified in Recommendations 1 and 2.

Estimated Completinn Date: 90 days following FAS provision of guidelines and mechanisms
for compliance,

011G Recommendation 4 75 should follow the DR and submit a drafl of its imernational
agrecments prior to the start of pegotiations or as carly a8 possible in the negotiation process in
order 1o receive an FAS determination of whether the draft agreement is subject 1o the Case-
Zablocki Act.

FS Response tg Recommendation 4: The Forest Service concurs with the recommendation.
The agency will camply when FAS provides the Department-approved suidelines and
mechanisms as specified in Recommendations | and 2.

Estimated Completion Date: 90 days follewing FAS provision of guidelines and mechanisms
for compliance.

Enclosure 2
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