
U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT
 

Area Auditor General, Africa
 
Nairobi, Kenya
 

December 13, 1979
 

IMEMORANDUM FOR: Ambassador John R. Clingerman 
U.S. Embassy 
Lesotho 

FROM : Ray D. Cramer 
Area Auditor GonerMl, East Africa 
Nairobi, Kenya 

SUBJECT : Memorandum Report on Examination of 
AID Special SWIf-Help Development 
Activities in Iotho. 
Audit Report No. 3-632-80-,. 

I NTRODUCT I0',' 

The overall purpose of Self-Help programs Is to demonstrate U.S. interest
 
In the welfare and self-help endeavors of local communities In less developed

countries. The Self-Help program provides an administrative mechanism 
within which the principal U.S. Diplomatic Officer may respond quickly and
without regard to the comprehensive or sectoral strategies of regular
bilateral assistance programs. Tho immediate objective of AI engaging in 
any self-help activity 
is to generate public good will and demonstrate the
 
benefits which can accrue from a commurity helping itself.
 

During FY 1973, $134,643 In Self-Help funds were obligated In Lesotho, In

FY 1979 $115,000 was allotted. We examined the Lesotho program to determine
 
wh. ther Self-Help funds were being used for 
intended purposes' whethor
 
objectives were being achieved; and whether the programs were being conducted
 
In compliance with AID Manual Order 1323.1.2, other AI 
 regulations and

applicable legislation. 
 Our audit included steps to verify the efficiency

and economy of administrative r1-9nagement, the effectiveness of project

implementation, and the financial accountability for funds expended by AID.
 

Program results were observed through project site visits, reviewing project

documentation and files maintained by Embassy/Lesotho, and reviewing

financial records maintained by tho East Africa Accounting Center (EAAC) 
in
 
Nalrohli, Kenya. 



Prior to October 6, 1979, Self-Help activities for the three countries of
 
Botswana, Lesotho, and Swaziland were directed by one Ambassador who resided
 
In Gaborone, Botswana. Effective October 6, 1979, with the departure of the 
Ambassador, each of the United States Embassies in the three countries began 
reporting directly to the Departreit of State in ,Iashington, D.C. This 
report addresses Self-Help audit issues in Lesotho. 

The audit findings In this report were discussed with [ribassy/Lesotho staff
 
administering the Self-Help program at the conclusior of the audit field work.
 
A draft of this report was submitted for comments to the E'n-.missy and FAAC in 
November 1979. Comments provided by +hese entities wern considered in
 
finalizing this report.
 

CONCLUS IONS 

The projects selected by tho Embassy in Lew.otho met the criteria to (a) improve
 
basic economic and social conditions ot the local community level, (b) stimulate
 
local community action, and (c) generate good will toward the United States.
 
Although these projects fell within the Self-Help criteria, we were unable to 
measure success because;
 

- The Embassy had not requested completion reports from the
 
beneficiary upon corpletion of the projects, or reported
 
on their own insDections of the projects' progress.
 

- The! Individual Activity Agreements (IAAs), which are the
 
Implementing contracts between the host country and US.
 
government, did not contain some basic project information,
 
such as the final date for issuing implemezsnting documents. 

Our last audit report on Lesotho Self-Help octivities, dated June :1, 1974,
 
made several recomrmendaiions for ccrrctioCn of deficiencies found during 
that audit. Subsequ(o-ntly, tho rocomm,1ndations wc-e closed based on 
assurances that correctiv! actirns had been taken. During our current r.vl:w 
(some five years later), we found similar deficiencien to those cited in our 
1974 report. In correcting the deficlencl.s noted in this report, actions 
should be taken which will ensure continuation of the corrrctive measures. 
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FINDINGS AND RECOMMENDATIONS
 

Physical Status
 

Project status could not be readily determined because neither trip reports
 
nor completion reports were prepared by the beneficiaries or Embassy admin-

Istrative staff. Our prior audit report Issued on June 14, 1974, criticized
 
the Lesotho Self-Help program for failing to document visits to project sites,
 
for failing to file completion reports on closed out projects, and failing to
 
obtain assurances that projects had in fact been successfully completed.
 

The Embass stated in response to our prior Self-Help report for the three
 
countries of Botswana, Lesotho, and Swaziland, that they would "do their best
 
to visit all project sites and document thece visits. Completion reports on
 
closed out projects will be done..." However, the physical status of FY 1979
 
projects could not readily be determined because we found no report of trips
 
or Inspections In the files, and because Individual Activity Completion
 
Notifications were not prepared. AID Manual Order 1323.1.2 states the
 
Implimentin9 agent or activity supervisor should submit completion reports.
 
In cases where this is not done, the responsible U.S. official should prepare
 
a completion notification based on visits to projects (required at least once
 
during project Implementation) or whatever Information Is available.
 

The reason for completion reports not being submitted by project benefi
ciaries is apparent--there was not a requirement in the IAAS for submission
 
of completion reports. Thus, the Self-Help beneficiary was not aware of
 
AID's requirement for a completion report. The Embassy had n6t followed up
 
by requesting these reports; nor had the Embassy prepared a completion
 
report from other available Information. As a result, It was not possible
 
to reailly verify that the Intended beneficiaries of Self-Help funds In
 
fact received the services and commodities for which funds ware expended.
 

Recommendation No. I
 

Embassy/Lesotho, when processing IAAs
 
through the approval process, use a check
list approach to ensure that the requirement
 
for project supervisors (beneficiaries) to
 
submit a completion report upon physical
 
completion of the project is included In
 
the IAA. In instances where the requirement
 
Is not subsequently met by the beneficiary,
 
the Embassy should prepare a completion
 
report pursuant to Manual Order 1323.1.2.
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Project Documentati cK
 

The lack of essential data In lnrIvid,.'al Activity Aqrenents limited
 
rnwasurement of project success. 
Cur prior auoit issued on June 14, 1974,
 
criticized th4 Self.He-lp program In Lesothe for not 
-xecuting IAAs consis-
tent with 1anuai -Ordr1323.1.2 nuidl,-lnes and savple format.
 

A ain, during this audit we founl that IAs did rct conform with the sample
IAA in Manual Ord,,r 1323.1.2. (Attachment B). IAAs 3hould, but did not,
 
contain the terminal date for Issuinn implementino documcnt.s, which can br
 
no later than one ronth after date of the aqreorme;;t. Insteac' the IAAs stated
 
the project wuld bc terminated if inl,.monting documrnts werc not initlat,.d
within six months of sinino the .iremcnt. Without the r-quired terminal 
dates, It becomes difflcult to deterr'ine If projects are b.in:3 implemented 
expeditiously.
 

Recommendation No. 2
 

Embassy/Losotho develop _n essential
 
Items checklist to ,nsure that IAAs are
 
prepared in accordance with provision
 
of Manual Order 1323.1.2. and the sample
 
sh-,wr under Attachment B +o the Manual
 
Order.
 

Financial Stitus
 

A failure on the part of 
the Emassy to monitor project obligation and
 
expenditur, progress caused delays and mistakes 
in the adjustment of
 
Self-HclIp project accounts. 
 In FY 1979, the Lesotho Self-Help program was 
allotted $115,000 compar-d Ctoa net allotrmnt -f $134,000 in FY 1978 and 
$40,000 in FY 1974. During FY 1979 (through July 31, 107"), the Embassy 
oblinated the full allotm.,nt of 1115,000 under 22 Self-Help projects. 
Eiahleen of the projects were over six nonths o!d, but only ten were 
financially complete with a zero balance. Dlshursomomts should normally be
 
completed within six months of sinning an IAA.
 

The USAID/Losotho Control ler had startd a r-view procedure during FY 1979 
for checkinn +he validity of obl inaticns over six months old. Hcwover, we 
noted two proje.,cts sl.ned in Decembear 1978 In which obliLations exceeded 
$40,000, but less thar $10,000 were' covru.!, by implorric.nting documents. 
These projects sho-uld b,- :losely reviewed and dt-obllgat-d unl'ss strong 
justification rixlsts for continuing thm. Timely dobI Iqt11on action 
(within the sare fiscal y, ar) frees funds tor other worthwhile projects. 
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Eight projects were carried forward from FY 1978 with unliquidat.;d balances
totaling $3,235. 
 A number of these wore projects with residual balances
resulting from actual 
costs being in Vriance with the original obligation.
They requireo upward or downward adjustments. 
 lanual Order 1323.1.,?. provides for such adjustrents to bh -'own or, thc. 
 ernorandumrn C'lioaticn Record

(140R).
 

In resporse to this point 
in our draft report tne USAID/Losotho Controller
stated that he had been reconciIing FY 1979 account data. 
 In additiorn,
following our audit the Controller stated that the S, f-lielp portfolio was
reviewed with the result th.t MORs were 
issued and presentcd to EAAC
November 1979 to clear all In

remaining FYo ;Y17"IAA b.alan c ×cpt twoosI
 

W" are not maklrg an xujeit 
rcom.. 'attor ;,s 
 to .)rtionr-.' or; FY 1979 and 1978accounts, since the above procedures should provide the nccossary informationto identify, review, and act on projects which are not financiallycomplete within a prescribed ti!,-, limit.
 

Copies: 
 Doputy Administrator
 
AG
 
Cc
 
FM
 
AA/LEG
 
AA/AFR
 
DS/D Ii
 
IJSAID/Kenya Controller
 
USAID/Lesotho Controller
 


