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U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT

Areca Auditor Ceneral, Africa
Nairobi, Kenya

December {3, 1970

MEMORANDUM FOR: Ambassador John R. Clingerman
U.S. Embassy L —

Lesotho AT

/,,’ \‘;;',,_{(‘ L

FROM ¢ Ray D. Cramer .
Area Auditor General, East Africa
Nalrobl, Kenya

SUBJECT : Memorandum Report on [xamination of

AID Special Self-Help Development

Activities In laspotho.

Audlt Report No. 3-632-80-4,

INTRODUCT O

The overall purpose of Self-Help programs is to demonstrate U.S. interest

In the welfare and self-help endoavors of local communities In less developec
countries. The Self-Help program provides an zdministrative mechanism

within which the principal U.S. Diplomatic Officer may respond quickly and
without regard to the compretansive or sectoral strategies of reqgular
bilateral assistance programs. The Immediate objective of AID engaging In
any self-help activity Is to qenerate public good will and demonstrate +he
benefits which can accrue from a commurity helping 1tself.

during FY 1973, $134,648 in Self-Help funds
FY 1979 $115,00C was allotted. Wo examlned
who ther Self-Help funds were belng used for
ob jectives were being achieved; and whethor

were obligated In Lesotho, In

the Lesotho program to determine
intended purposces; whethor

the programs were beina conducted

In compllance with AID Manual Order 1323.1.2, other AID reaulctions and

applicable legistatian., Our audi+t included

steps to verify the effictency

and economy of adminictrative management, the effectivenass of project
imptementation, and the financial accountabliity for funds expended by AL,

Program results were observed through project site visits, reviewing project
documentation and files maintained by Embassy/Lesotho, and reviewing
financla! raecords malntained by the fast Africa Accounting Center (EAAC) in

Nalrot:!, Kenya.



Prior to October 6, 1979, Self-Felp activities for the three countries of
Botswana, Lesotho, and Swaziland were directed by cne Ambassador who resided
In Gaborone, Botswana. Effective October 6, 1979, with the departure of the
Ambassador, each of the Unlted States tmbassles In +he three countries began
reporting directly to the Department of State in “Washington, D.C. This
report addresses Self-Help audit issues In Lesothe,

The audlit findings In this report were discussed with Embassy/Lesotho staff
administering the Self-Help program at the conclusicr. of the audit field werk.
A draft of this report was submitted for comments to the Embzssy and FAAC In
November 1979. Commants proviced by these entli+ies were considered In
tinallzing this report,

CONCLUSIONS

The projacts selected by the Embassy In Lecotho met the criteria to (a) Improve
basic economic and soclal conditions ot the local community level, (b) stimulate
local community action, and (c) generate gocd 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 rzquested completion rcports from the
beneficlary upon completion of the projects, or reported
on their own inspections of the projects' progress.

- The Individual Activity Agrecments (1AAs), which are the
Iimplementing contracts between the host country and UsS,
government, did not contain some basic project information,
such as the final date for Issuing implemanting documents.,

Our last audit report on Lesotho Self-Help activitics, dated June {4, 1974,
mades several recommendaticns for ccrrecticon of deficiencies found during

that audit. Subsequently, the recowmandations we-e closed based on
assurances that corrective acticns had bean taken. Ouring our current raviow
(some five years later), we found similar deficiencies to those cited in our
1974 report. In correcting the deficicenclaus noted in this report, actions
should be taken which will ensure continuation of the corrective measures.



FINDINGS AND RECOMMENDAT |ONS

Physical Status

Project status could not be readily determined because nelther trip reports
nor completion reports were prepared by the beneficiaries or Embassy admin-
istrative staff. Our prior audlt 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 failina to
obtaln assurances that projects had in fact teen successfully completed.

The Embassy stated in response to our prior Self-Help report for the three
countries of Botswana, Lesotho, and Swaziland, that they would "do thelir 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 inspactions in the files, and because Individual Activity Completion
Notifications ware not prepared. AIlD Manual Order 1323.1.2 states the
implamenting agent or activity supervisor should submit completion reports.
In cases where this is not done, the responsible U.S. officlal should prepare
a completion notificatlon based on visits to projects (required at least once
during project implementation) or whatever information is availabla,

The reason for completion reports not being submitted by project benefi-
ciaries is apparent--there was not a requiremant in the |AAS for submission
of completion reports. Thus, the Self-Holp beneficiary was not awarc of
AlD's requirement for a completion report. The Embassy had nét 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 reacily verify that the intended beneficiaries of Self-Help funds in
fact received the services and commodities for which funds ware expended.

Recommendation No, |

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 tAA. In instances where the requirement
Is not subsequently met by the beneficiary,
the Embassy should prepare a completion
report pursuant to tanuai Order 1323.1.2.



Project Documentaticr

The lack of essential data In Individusl Activity Agrecments 1imited
measurement of project success. Cur prior auclt issued or June 14, 1974,
criticized the Self-Help program in Lesotha for not executing lAAs consis-
tont with “anual Order 1322,1.2 auid-llnes and sanple forma+.

Again, during this audit we found that lAss did rct conform with the sample
[AA Tn Manual Order 1323.1,2. (Attachment ©).  |AAs should, but did not,
contain the terminal data for Issuino implementina documents, which can be

no later than onc ronth after date of the agrecmoint. Instead the 1AAs stated
the project would be tarmirated 1f imelomenting documents were not Inltlated
within six menths of sianing the anraement.  Without the required terminal
dates, 1t becomes clfficult to deterring 1f projects are bolna Implemented
expedi tlously.

Recemmendation No. 2

Embassy/Lesothe devalop 2n essential
Items checklist to ~nsure that |AAs are
preparcd in accordance with provisicns
of Manual Grder 1323.1.,2, and thc sample
showr under Attachment B to the Manual
Crder,

Financial Status

A failure on the part of the Embassy to monlitor project obligation and
expenditure progress caused delays and mistakes In the adjustment of
Self-Hulp project accounts. In FY 1979, the Lesothc Self-Halp program was
allotted $115,000 comparad +o a net allotment cf $134,000 in FY 1978 and
$40,00C In FY 1974, During FY 1979 (throuqk July 21, 1972), the Cmbassy
obllgated the full allotmunt of $115,000 undar 22 Sclf-Holp projacts,
Efahteen of the projoects wer: over six months o:d, but only ten were
financially complete with a zerc balance. Disbursements should normally be
completed within six months of signing an 1AA,

Tha USAID/Lesothn Controller had startcd a review procedure during FY (979
for checkino *he valicity of obligaticns over six months cld. Hewavar, we
noted two projects signed in Decomber 1978 In which oblinations exceeded
$40,00C, but less than $10,000 weras covered by Implementing documents,
Thase projects should be closely reviewad and deobligatad unlass strong
justiflcation axists fcr continuing thom. Timely doobligation action
(within tho sane fiscal yaar) frees funds tor other worthwhile projects,



Elght prejects were carried forward from FY 1078 with unliquidated balances
totaling $3,235. A number of these were projects with residual balances
resulting frem actual costs being In variance with the oriainal obllgation.
They required upward or downwarc adjustments, ‘“lanual Order 1323.1.2. pro-
vides for such adjustrents to be shown on the Memorandum Cbligation Racord
("0R),

In resporse to this paint In our draft report tne USAID/Lesotho Control ler
stated that he had beon reconciling FY 1973 account data. In addition,
tollowlng our audit the Certrcller stated that the Self-Help portfollo was
reviewed with the result +hat MORs were Issued and presentad to EAAC In
November 1979 to clear all remaining FY 127% 1AA balances except two.

Y¢ ara not makirg an au¢lt rocommontatior A5 1o actions orn FY 1579 and 197¢
accounts, since the above proceduros sheuld provide the necessary Information
to identity, review, and act on projects which are not flnancially

complete within a proscribed +ime limit,
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