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EXECUTIVE SUMMARY

Introduction

The Operating Expense account was created for the purpose of
consolidating AID's cost of doing Dbusiness into a single
appropriation account. The account has been adopted by AID as a
discrete item for Agency budget presentation to the Congress and the
Office of Management and Budget, and for internal management. It
also provides an increased level of accountability for the Agency.

During fiscal year 1982, USAID/Botswana operating expenses totaled
approximately $1.4 million, with total staff of 31.

Purpose and Scope of Review

We conducted this review to determine if operating expense funds
were being used effectively, economically and in accordance with
authorized purposes; and to determine if control over the use of
tnese funds could be improved. We discussed policies and procedures
with concerned mission personnel. We also selectively examined
documentation and expenditures pertaining to procurement, real and
personal property, communications, motor pool operations, travel and
other related areas.

USAID/Botswana management responded to our findings in an exit
conference held on February 18, 1983; and also provided us with
written comments after reviewing our draft audit report, Their
comments were included in this report as considered necessary.

Findings, Conclusions and Recommendations

Our review of USAID/Botswana operating expenses indicated the
operation was generally sound and well managed, but we found room
tor improvement in the certain areas, primarily:

- Nonexpendable Property: USAID/Botswana's property records
contained discrepancies between the inventory on hand and
the 1inventory recorded on stock record cards because
periodic checks were not made to assure accurate posting to
property records., Also, internal control was inadequate
because receiving, recording, issuing, inventory, and
disposing property functions were performed by one person
(pages 3 and 4).

- Residential Property Cost Rocords: USAID/Botswana did not
maintain utilities and maintenance cost reports for each
residential property unit in accordance with AID
requlations (pages 4 to 6).



- Competitive Pricing: Not all purchase order files
contained documentary -evidence that bids were obtained when
required (page 6).

- Procufement of Foreign-Made Products: USAID/Botswana
purchased over $135,000 worth of goods 1locally or in the
Republic of South Africa. These purchases were not

justified in writing as required by AID regulations
(pages 7 and 8).

- Procurement Planning: USAID/Botswana had not developed an
advance procurement planning system as required by OMB
policy. As & result, U.S. products may not have been
purchased to the maximum extent possible (pages 8 and 9).

Our report contains 11 recommendations to correct ©problems
associuated with these and other areas.

i
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BACKGROUND

Introduction

The Operating Expense account was created for the purpose of
consolidating AID's cost of doing Dbusiness into a single
appropriation account. The account has been adopted by AID as a
discrete item for Agency budget presentation to the Congress and the
Of fice of Management and Budget, and for internal management, It
also provides an increased level of accountability for the Agency.

Operating expenses represent salaries, benefits, and support costs
of all U.5. and fcreign national direct-hire personnel. Support
costs include allowances, travel and transportation, housing and
office expenses.

The total wvalue of the economic support program for Botswana was
estimated at $11 million in FY 1982, $10 million for FY 1983, and
$15 million for FY 1984. The number of direct-hire personnel and
the amount of operating expense funds required to administer this
program for these years is summarized in the charts below:

USAID/Botswana Staff

FY 82 FY 03 FY 84 1/
U.S. Direct Hire 16 11 11
FN Direct Hire 13 13 9
Contract Personnel 2 - -
Regional » - 1 1
Part-Time - 2 2
Total \ 31 27 23

Operating FExpenses ($000)

FY 82 FY €3 FY 84 1/
U.S5. Direct Hire 303.9 476.7 378.5
Contract Pereonnel 75.4 64.0 72.4
FN Direct Hire 172.5 169.9 193.8
Houning 286.2 239.6 292.1
Office Operations 612.0 548.3 824.0
Total Budget : 1,450.0 1,498.5 1,760.8

27 Propoged,



Purpose &nd Scope of Review

Wie conducted this review to determine if operating expense funds
were being used cffectively, economically and in accordance with
authorized purposes, and to determine if control over the use of
these funds could be improved. We discussed policies and procedurcs
with concerned mission personnel. We also seclectively exaawined
documentation and evpenditures pertaining to procurement, real and
personal property, communications, motor pool operations, travel and
other related arecas,

Our rcview concentrated on operating expense budgets and related
transactions for the period October 1, 1980 to September 30, 1982,
We interviewed employees and reviewed records as daeemed necessary to
the purpose of this review. Our findings are reported on an
exception basis--those arcas not reported on were determired to be
satisfactory.

Prior Audit Resorts

Botswana became an autonomous USAID Mission on October 1, 1978.
This was the first Operating Expense Audit of USAID/Botswana by
AID's Regional Inspector General for Audit (RIG/A).

FINDINGS, CONCLUSIONS AND RECOMMEIINDATIONS

Our review disclosed that overall, USAID/Botswana management of
operating expenses was generally good. There were some arcas where
we found procedural or other exceptions. ‘These are discussed below
along with our recommendations for corrective action.

USAID/Botswana Was Not Tn Compliance With Certain AID Requlations

We found that USAID/Botaowana had not complied with ceortain AID
requlations. Also, USAID/Botswana staff did not comply with a Staff
Noticce on telephone usaqge,

Instances of non-compliance were as (ollows:

= In November 1982, USAID/Botswana  extepnded a  leane
which was originally made in 1979 to provide a
residence to a non=-U,5. citizen cmployee in violation
of HIB 23, Chapter 5, Section 712.B-%, Although the
employee  wat reimbursing AlD tor the ront, USAID/
Botswana 145 now aware that tnis lease violateus AID
regulations and intends to let the leaune terminate,
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- USAID/Botswana employees did not comply with USAID
Staff Notice No. 82-29 which requires that all 1long
distance telephone calls be approved in writing by the
Director, Deputy Director, or Controller; and that any
call not approved will be treated as a personal call.
We found that 38 percent of the 1long distarce
telephone calls were not approved by management and
had not been billed as personal calls.,

Conclusion and Recommendation

USAIN/Botswana was not in compliance with certain AID and USAID
regulations,

Recommendation No. 1

USAID/Botswana establish a procedure to
enforce its Staff Notice on long
distance calls.

Norexpendable Property Records Needed To Be Maintained More

Accurately

Botswana became an autonomous USAID Mission on October 1, 1978,
Prior to that tiwme inventory cecords were maintained by OSARAC, a
reqgional «oftice for Botuwana, Lesotho, Swaziland, and Malawi. The
first property inventory was conducted by USAID/Botswana in 'Y 1981;
therefore, a period of two years had elapsed before USAID/Botswana
made its first property control inventory. The total value of all
nonexpendable propecty controlled by USAID/Botswana is approximately
$380 thousand.

In our opinion, USAID/Botswana's procedures and record keeping for
property control were generallv adequate and accurate. ‘There wag,
however, room for improvement,

We solected 59 inventory {ftems fron stock record inventory location
cards tor reconciliation to the quantiticen on hand in the recorded
locationns., We found that five of the 59 celected {tems were over
the Jocovded  quantity, and  four were  short  of  the recorded
quantity, Thin nanple  indicates  rthat  signiticant discrepancies
exint between the inventory on hand and the inventory recorded on
stock record location cards,

A reason tor these discrepanciens wan that the record cards had not
been ponted up to date bhecaurne the roedsponiible perton had been on
leave,  Another reation that inaccuracien oxtnted in the record cards
wans that pertodic checkn wore not made an required by U 23, Chapter
4, Section 225.5E to annure accurate ponsting to the property record,
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In addition to Section 225.5E, Section 227.4-1d. ctates:

"The accountable property officer is responsible for
periodic and unannounced spot checks of expendable and
nonexpendable property in warehouses to verify the
balances against...Stock Control Card. 1If differences
are found, adjustments are made, and corrective action
is immediately undertaken."

Also, there was an 1inadequate segregation of duties among the
Executive Office staff. The receiving, recording, issuing,
inventorying, and disposing functions associated with property
manag :ment were performed by one person.

Conclusion and Recommendations

UDATID/Botswana's procedures and record keeping for property were
generally good. Vor example, in FY 1982 the certified inventory was
reconciled with 1less than a 0.5 percent adjustment. liowever,
improvements can be inade to better safeqguard nonexpendable property.

Recommendation No. 2

USAID/Botswana cross-train Fxecutive
Office staff to provide coverage when
persons are on leave, and to allow a
proper scgregation of property related
functions.

Recommendation No, 3

USAID/Botswana implement a procedure to
(a) make periodic checks of inventory
items to awssure accurate posting to

property records, and (b) take
corrective action 1f differencrs are
found,

Renjdential Property Cont Reports Had Not Been Developed

SAID/Botovana did not matrntain utilities and maintenance cost data
for cach roesfideatial property unit, thin data 1o necessary to
prepare annual reports on leased and owned property as required by
AID regulations,
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USAID/Botswana spends about $40,000 annually in residential utility
costs., AID HB 23, Appendix 5A, Section 71l6.la states, in part:

"It is the responsibility of the head of each agency
mission to assure that «costs of utilities on
Government-held residences are held to reasonable
levels...In order to assure that utilities are held at
reasonable levels and as a basis of establishing a
ceiling, cost recovds for ecach residential quarters
should be maintained whenever possible.”

Sectiocn 785b states:

"Posts arc to submit by memorandum a report of any
AID-owned property, or property owned or leased by the
host governiment and made available for AID use, that
is partly or wholly unused, could be cxchanged for
belter property at little or no net increase in fhe
agency's investment, or is uncconomic to maintain."

And, Section 786 states:

"An evaluation,..will be made on cach shovt-term
leased property...On this report, only those lecased
properties which are considered to be unneaded,
underutilized, not put to optirum usay or are
uneconomic to maintain will be reflected on  the
report, "

The requlations require that these reports be made as of June 30
ecach yecar and submitted to AID/W by July 31. Tiie roport formats
require that maintenance, repair, and building cperating expense
costs be reported,

USATD/Botswana reviewed residential utility costs on a non-routine
basis, but did not submit required reports to AID/W.

Conclusiion and Recommendation
A chough  USAID/Botswana  reviowed vesidential utility costs on a
non=-routine banta, AID reqgulations  and  qgood  management practice
require natntenance of restdential cost reports on a permanenl baniy
to help assure that utility and matintenance conts are held Lo a
rcasonable level  and  to  satiasly  AID  reporting vequirements,
USATD/Botswana  management  can not make iniormed decisions ag to
which propertien are economic to malntain without accurate cout data,
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Recommendation No. 4

USAID/Botswana develop and maintain
residential cost reports far cach
residential unit, and submit required
reports on leased and owned property to

AID/W.

Purchase Order Files Needed To Be Better Documented

Purchase order Jiles did not always contain documentary evidence
that bids were obtained when required.

Federal reaulacions require that competitive quotations be obtained
for purchases over $500, and that the quotations be in writing for
purchases over $5,000.

During FY 1982 there were 89 purchases over $500 cight of which
exceeoded  $5,000. Not all purchase order (f[iles provided an
explanation ov documentation to support selection of the supplier.

AID HB 14, Appendix A, Section 2.(c) states:

"One of the paramount duties of the contracting
officer 1is to secure competition to the maximun
practical extent for any planned procurement., The
procedures for formally advertised, or for publicized
negotiated, or for limited source procurements differ;
the contracting officer must determine the propeor
mothod of procurcement and contract type, and must
determine the extent of competition rvequired,”

The Executive Officer told us that some purchases were bid as
required by ceqgulation, but  the bidding actlvities were not
documented.,

conclusion and Recommendation

SAID/Botawana did not demonstrate prudent use of raesources through
comprtitive pricing.,

Recommendatlon No. 5

USAID/Botawana establinh procedures to
obtain competitive quotationn an
required by  federal  requlation, and
document bildding acrivition,
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Internal Control Over Vendor Invoices Necded Improvement

In three instances USAID/Botswana received duplicate bills, and
subsequently vouchered and paid all the bills for items totalling
Pula 126 ($167) from three vendors in Gaborone. Although the amount
was not significant, the number of vendors that received duplicate
payments was significant in that it represented seven percent of
those included in the sample we reviewed.

Conclusion and Recommendations

USAID/Botswana's internal controls were not adequate to prevent
making duplicate payments because the vouchering procedure did not
include an adequate check of vendor invoice numbers and dates,

Recommenaation No. 6

USAID/Botswana establish procedures
that will establish adequate internal
control to prevent duplicate payments.

Recommendation No. 1

USAID/Botswana obtain a refund from
each of the vendors that received a
duplicate payment.

Procurements Of Foreign-Made Products Were Not Justified Tn Writing

We [found 11 n»nurchanes of foreign-made product:s over $1,000 in 1Y
1981, and 1L in FY 1932, that were not justified in writing by the
FAocutive Officer or Mission Director,

Guidance fov procurement with administrative funds for AID overscas
activities ig contained in HB 23, chapter 14. Section 141K.3a states:

"It isn the policy of AID that United States end
products  and  services  shall  be  procurred to  the
max tmum extent possible.”

Soction 141.4 ntatoa:

"'rhe Aqency han determined that an exception exiatsg,
and  that  purchatne ot comparable  foref{qgn-made ond
productn  or  services  in authorized  whon  one  or
more,,.criteria ore meg,”

The sectlon linte noven toparate criteria which, {f ono or more aro
mat, would jJustify an exception to the policy ntated above, One of
these criteria in Lhat the trannaction doon not execeed $10,000.
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Section 14E.5 requires that when foreign goods or services are
purchased the procurement file copy of the purchase order or
contract ecffecting the purchase be annotated, or supported by a
written determination, to indicate the authority for the purchase.
Such determination is to be made in writing by the Executive Officer
or Mission Director.

During FYs 1981 and 1982, USAID/Botswana purchased over $135,000
worth of goods locally or in the Republic of South Africa. In our
opinion, the majority of USAID/Botswana's purchases of Coreign -
made products could have been justified by meeting one of the
criteria listed in AID regulations, However, we did not find
docuinentary evidence that any of these purchases were supported by a
written determination that justified the purchase of foreign qgoods
a5 required.  We found three transactions which exceeded the $10,000
limit for any one transaction.

Conclusion and Recommendation

USAID/Botswana did not support by a written determination that the
purchase of foreign goods was justified, :

Recommendation No. 8

USAID/Botswana establish a  procedure
for future transactions involving the
purchase of foreign goods or scrvices,
to document in writing the justifica-
tion and authority for such a purchase,

USAID/Botswana Needed To Do A Better Job OF Procurement Planning

In Auqgust 1981, the Office of Management and Dudget (OM3) issuned a
series of  memoranda  to  Agency  leads;  dealing with  reducing  and
controlling unnecessary yoar~end spending, and procurceinent
procedures,

One of these docunments, OMB Policy Letter 8l1-1 staten:

"Advance  Procurement.  Planning, Agencien  shall  fasue
procedures  that. require  an  Advance  Procarement. Planping
Syntem  (APP) tor  each activity. The procedures  shall

include: ...

== Dovelopment  and maintenance of  an  advance
procurement. plan to cover major procurement
roquareionts and  other  yequirementn with
high wante vulperablility, such an connulting
norvican, cartain  aquipment., periodicals,
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pamphlets, or audiovisual products. The
plan should be developed well in advance of
the fiscal vyear in which the acquisition
will be made; ..."

M/SER/CM distributed this policy letter to the attention of all
procurement poersonnel on September 25, 1981 (Contract Information
Bulletin 81-28).

USATD/Botswana had not developed a procurement plan., Although we
did not find that any unnecessary year-end spending had occurred
after the issuance of the OMB policy, we did find an cxample of
unnecessary  cpending  in TY 1980, usatb/Botswana  purchased five
itens of video equipment at a cost of aboat $8,500. We Ffound that
three of the live items were located, unused, in two Jlocked trunks
in the warchouse, Present USALD management does not Kknow why the
equipment was purchased and has no use for the stored items,

This is one of the kinds of waste that OMB is trying to eliminate.
Implementation of an advance procurement plan 1is a control that
should help reduce unnecessary spending,

The purchasce of foreign-made products might also be significantly
reduced by procurement planning, In FYs 1981 and 1982 over $53,000
was spent in South Atrica on products that might have been purchased
in the U.S.. Most of this amount was f[or the purchase of office
furniture and equipment. We also found that over $80,000 worth of
furniture and equipment (appliances, lamps, carpets, vacuum cleaners
ctc.) was purchased locally. Over $135,000 could have been spent on
U.S. products, if cost justified, with better planning.

e do not  believe the Mission is  meeting  the intent of the
roqulations, i.e., "1t is  the policy of AID  that U.8. end
products...shall be procucred to the maximum extont possible.”

Conclusion and Recommendations

SAID/Botaswana had not developed an advance procurement planning
gystom as required by OMD policy. As o result, U.S5. products may
not have been purchased to the maximum extent possible.

Recomnendation No, 3

P

SAID/Botuswana develop and maintain an
advance procurement planning snystoem,

Recommendation HNo, 10

SAID/Botswana either (o) find a use
for the unused video cquipment, or
(b) declare {t an exceas proporty.
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Control Ov2r CTRs Nocded [mprovement

Control to assure the proper use of Government Transportation
Requests (GTRs) was inadeguate.

e found that one GTR was erroncously issued to a participant by
USAID/Botswana although the air fare was paid under a contract,
USAID/Botnwana did not know where the GTR was but their records
indicated that no payment had been made to the vendor.

Also, GTRs are voided on occasion because of a cancelled trip or
other reason, When  this occurs it is the responsibility of the
traveler to submit the unused GTR to the GTR custodian, so records
can be posted accordingly and the G'I'R can be cancaolled,

We found two GTRs, issued in March and April 1982, which woere still
in a negotiable coandition, laying in an unsccure location in the
controller's Section. According to the GTR records, these GURG had
not been voided. We found that one ol the G7TRs had bheen used bat
had not been subiitted to the vendor for payment, ‘The other GTR had
not been used and should have been cancelled.,

One recascn that control over GTRs was not adequate and their status
was not  always known was that trav lers dJdid not vprepare their
vouchers correctly. We found that 44 percent of rthe travel vouchaors
paid by USALID/Botawana did not contain the information called for in
the "Tranaportation Requests [ssued" soction of the veoucher,

Conclusion and Recommendation
The procedure for issuing and processing GTRs should be claritied to
provent misuse of this negotiable document,

Recommendakion No, 11

USATD/Botswana issue a staff directlive
that clarifies how ununed GTIRs are to
be  handled. Travel voucherys  should
indicate the mode of travel and ({ GI'Rs
woere used or not., voided GI'Rs should
be cancelled or destroyed with thelr
voided numbers recorded in a log.,



APPENDIX A

(Page 1 of 2)

List of Recommendations

Recommendation No. 1

USAID/Botswana establish a procedure to enforce
its Staff Notice on long distance calls.

Recommendation No. 2

USAID/Bokswana cross-train Executive Office staff
to provide coverage when persons are on leave,
and to allow a proper segregation of property
related functions.

Recommendation No. 3

USAID/Botswana implement a procedure to (a) make
periodic checks of inventory items to assure
accurate posting to property records, and (b)
take corrective action if differences are found.

Recommendation No. 4 \

USAID/Botswana develop and maintain residential
cost reports for each residential unit, and
submit required reports on leased and owned
property to AID/W.

Recommendation No. 5

USAID/Botswana establish procedures to obtain
competitive quotations as required by federal
regulation, and document bidding activities.

Page



APPENDIX A
(Page 2 of 2)

Recommendation No. 6

USAID/Botswana establish procedures that will
establish adequate 1internal control to prevent
duplicate paywents,

Recommendation No. 7

SAID/Botswana obtain a refund from each of the
vendors that received a duplicate payment,

Recommendaltion No. 8

USAID/Botswana establish a procedure for future
transactions involving the purchase of foreign
goods or services, to document in writing the
juscification and authority for such a purchase.

Recommendation No. 9

USAID/Botswana develop and maintain an advance
procurement planning system.

Recommendation No. 10 o

USAID/Botswana either (a) find a use for the
unused video equipment, or (b) declare it as
excess property.

Recommendation No. 11

USAID/Botswana issue a staff directive that
clarifies how unused GTRs are to be handled.
Travel vouchers should indicate the mode of
travel and if GTRs were used or not. Voided GTRS
should be cancelled or destroyed with their
voided numbers recorded in a log. '



APPENDTX B

List of Report Recipients

No., of
Copies

IField Offices

USAID/Botswana 5

AID/Washington

AA/M
AA/ATFR
LEG

GC

OPA

1G
M/SER/LEOMS
AFR/SA
M/IM/ASD
PPC/E
S&T/DIU
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