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AUDIT REPORT
ON
MISSION OPERATING EXPENSE BUDGETS
FYs 1980, 1981 AND 1982

USAID/NEPAL

EXECUTIVE SUMMARY

Introduction

USAID/N's operating expense funds are appropriated and budgeted
annually to enable AID to carryout its development assistance program
in LDCs. At USAID/N these funds are budgeted to cover various costs
in connection with housing, USAID/N office operations and personnel,

For FY 1982 USAID/N's operating cxpense budget was approved at
$3,202,000. As in previous years, the budget was allotted to both
USAID/N and AID/W for specific purposes with $1, 878, 000 approved for
USAID/N expenses and the balance of $1, 324, 000 retained by
AID/Washington.

USAID/N staffing included 52 direct hire and project contract Americans,
2 personal service contract (PSC) Americans, 4 project contract TCN
employees and 90 direct hire and PSC Foreign National employees for a
total staff of 148 as »f July 31, 1982,

Purpose and Scope

We reviewed USAID/N's administrative support activities to determine
if USAID planning was effective, if operating expense funds were being

used etficiently, and if operations were being carried out in accordance
with Agency policies, regulations and guidelines that pertain to funding
of operating expenses,

We examined USAID/N transactions and implementation of policies and
procedures in connection with housing; housing and buildings maintenance
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and repair services; local procurement; controller operations; foreign
affairs administrative support agreement; operation of USAID/N's fuel
support services; personal property, warehousing and fire safety
precautions; and motor pool operations.

We reviewed USAID/N's records, policies and procedures and held
discussions with management officials as considered necessary.

Findings, Conclusions and Recommendations

Our examination of the USAID/N's administrative support activities for
FY 1980, FY 1981 and FY 1982, perforrmed on a selective basis,
indicated that in general the operating expense funds were well managed.
However, we found a rumber of areas where control procedurvs were
weak. These conditions were aggravated by a shortage of several
qualified Foreign Nationals in key positions and limited American Staff
to supervise and monitor administrative support activities. The following
is a summary of our findings regarding both USAID/N accomplishments
and areas where systems and procedures can he improved for a more
efficient operation,

Housing Policy and Space Standards

-- USAID/N has adequately complied with the new space standards
for limiting the size of rental housing outlined in A-1093 of
March 1980. But, as required under A-1093, there was a need
to update its housing policy issuance of 1977 and to justify for
the records those cases of overhousing., (See pp. 4 - 7.)

Household Furnishings and Equipment

-- Over the last several years, USAID/N has upgraded its house-
holid furnishings and equipment to adjust to Kathmandu's
designation as a Class 5 poust with little cultural activity for
participation outside the homes. As a result, morale has
improved in recent years, (See pp. 8 - 9,)

Housing and Buildings Maintenance and Repair Scervices

The mission has a General Maintenance Services (GMS) contract for its
houses and buildings funded at $60, 900 for one year, There are 24
employees funded under the "regular services" Article 1L "E" of the
contract, The contractor is paid for these services on the basis of equal
monthly installments adjusted for absenteeism and regardless of the
amount ¢f work done. Other major maintenance work is funded sceparately
and accomplished on a work order basis under Article 1l clauscs "A - DV
with labor hours usually negotiated in advance. (See p. 10.)
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-- We found that the GMS contract was in need of revision to
clearly define what was to be done by the "E'" work staff and
how their time was to be accounted for. Excessive use was
being made of the "E" work staff resulting in much overtime
that could be reduced by contracting the work under the work
order system during regular hours. The contract was not
being well managed and current procedures preclude meaningful
reporting and evaluation on the ueed for overtime and the level
and type ol staff being procured under the "E" work clause of
the contract., :See p. 10 13,)

-- Maintenance van trips were evcessive. The trips need to be
curtailed yet done with more expertise using a preventing
maintenance check list. The list needs to be developed.
Emergency-type maintenance for special attention needs
clarification. In this connection, the various maintenance activity
inputs need to he more effectively coordinated for a more
cconomical maintenance program, (Sec p. 13 - 14,)

Local Procurement Proc cdures

-- Small purchuse procedures were restrictive. Use of small
purchase advances processed through the Office of Finuncial
Management resulted in time consuming paper work and
delays in day-to-day operations including payments to vendors,
There was excessive use of small value purchase orders with
payment by check. At $6. 00 per check this payment process
was costly and placed an unjust ha rdship on the vendors who
waited weeks for small payments collectible at the USAID/N
Cashier's Office,

Consequently, the small purchase procedures need to be
evaluated to determine the suitability of establishing a petty
cash fund for payment of certain small purchuases in cash as
outlined in HB 23 Chapter 14-F. USATD/N's small fixed
recurring costs such as for leases and contract services,
other than personal, necd to be reviewed with view to paying
such costs in cash, USAID/N'g progurement policy issuance
No. 19-1 of July 23, 1975 regarding the Cashier operation
needs to be updated, (See p. 15 -~ 18,)

Financial Managernent (M) Operations

-- Due to a deficicney in the billing zystem of the Regional
Administrative Management Center (RAMC), Bangkok, billing
to USAID/N for check issuing services October 198) through
March 1982 were grossly understated. The RAMC billings
were not questioned in the USAID/N's Office of Financial
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Management (FM) because it was assumed they were currect,
FM had no procedure for reconciling the billings with the
number of checks issued by the RAMC. Based on our review
USAID questioned the RAMC billings, The RAMC issued a
supplemental bill for 794 checks issued without charge since
October 1981 and corrected the deficiency in its billing
system. (See p. 19.)

-- There were no controls in FM or the General Services for
monitoring compliance with the General Maintenance Services
(GMS) contract cost limitations such as on funds for '"regular"
services'', other work order services and overtime,

(See pp. 20 -21,)

Foreign Affairs Administrative Support (FAAS) Credits

-- USAID/N is not recovering or receiving credit under the
Foreign Affairs Adininistrative Support (FAAS) Agreerment
for certain operating costs of the commissary being paid by
USAID/N. These rental and electrical costs estimatod at
$5,100 annually have been paid by USAID/N at least since
June 1977 when USAID/N executed Lease No. 77-160 for
rental of the Rabi Bhawan Complex which includes the
commissary building,

In conjunction with the USAID/N Executive Office we reviewed
Embassy FAAS charges allocated to AID in connection with the
Embassy supported recreation complex. We were able to
confirm that USAID/N was being charged about $9, 400 per year
as its share of the total cost for utilities, maintenance and
repairs and guard services paid by Embassy to operate the
complex activities. Thus, beginning in FY 1963, USAID/N
should obtain an agreement with Embassy for shared support of
commissary expenses and if unsuccessful then bill the
commissary divectly for a fair share of the uperating costs

as is done with telephone charges. (See pp. 22 - 23,)

Accounting for Gasoline and Diesel Fuels

-- All functions of the gasoline station operation were assigned
to the station attendant. Thus, internal controls were
lacking. There was a need to upgrade the operations of the
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station and assign some of the duties of station attendant
to another General Services Office employee,
(See pp. 24 - 25,)

-- Because the station attendant had no measurement charts
accurately calibrated with the dip stick markings, theore
was no effective system to measure fuel receipts,
inventories and losses identified with specific causes on a
tank by tank basis. Use of the inaccurate charts caused
errors in the records and in recording of inventcries and
losses. In addition, the format of the daily report on
utilization and inventories of fuel stocks was not adequate
to facilitate an understanding of daily fuels activity,

It is necessury to tuke a complete physical inventory of
gasoline and dicsel fuels, prepare new measurement charts
calibrated with the dip stick and establish new records and
a reporting system for fuels. (See pp. 26 - 31,)

-- The system in use for preparing receiving reports to support
payments for fuel receipts was overly complicated and
difficult to analyze and verify activity. Therefore, the
system was prone to error and in need of simplification,
(See pp., 32 - 33,)

Fuel Dispensing Support Services

-- USAID/N was dispensing duty-free gasoline (gas) for
operation of the Lincoln School busses and for personal use
of its staff in violation of the Uniform Foreign Affairs
Regulaticns (UFARs). The practice of selling duty-free gas
to the Lincoln School and its staff is essentially based on a
determination by a former Ambassador, daled April 25,
1979, The determination concluded that the school is
affiliated with the U.S. Mission and can be considered an
element of the Mission and that the GON, over the years,
has come to recognize this link. USAID/N officials feel
that the right of the school and staff to receive duty-free
gas is implicd in the fact that the school and staff have
access to the cominissary which has been buying and sclling
USAID/N and Embassy gas for years. 'This USAID/N
practice 18 also based on the Embassy /USAID/N mutual
agreement to provide support services in their geographic
areas when it is convenient and economical.



We question these interpretations on the grounds that
neither the school nor its staff have duty-free import
privileges. Sixty-one percent of the students werc
dependents of expatriates, The commissary merely
handles the accounts for gasoline dispensed by USAID/N,
Finally, Chapter 506 (514.1) of the Uniform Foreign
Affairs Regulations (UFARs), dated April 3, 1981, limits
eligibility for post employee services provided by the
commissary, In our opinion the school and staff do not
mect the UFAR eligibility criteria generally limited to
U.S. Government divect-hire and contract personnel or
U.S. Nationals involved in implementing U. S, federally-
funded programs,

Accordingly, we believe USAID/N is not responsible for
providing fuel support services to the Lincoln School and
staff. We have recommended USAID/N discontinue the
practice or charge a 10 percent service charge to recover
its operating costs. These costs include evaporation and
other handling losses which normally increase with the
quantity of gpas handled. (See pp. 34 - 37.)

- Procedures for requisitioning and dispensing gasoline
from the USAID/N gasoline station were inconsistent and
did not assurc that all the gasoline dispensed for USAID/
HMG sponsored projects had actually been ordered by
project officials. (See pp. 37 - 38.)

Fuel Sales Prices and Pricing Controls

-- Because of an increase in the exchange rate on all
transactions paid after September 19, 1981, USAID/N and
Embassy have been paying less for gasoline and diesel
fuel but have not reduced the price of these fuels sold to
the commissary and the cominissary had not reduced its
prices for sales to customers,

As a conscequence, USALID/N was making a profit on fuel

sales for deposit to operating expengc funds. We recommended
that USAID/N reduce ity prices to cost and refund to the
commissary 1,782 for overcharges on fuels from Novembe s
}, 1981 to March 1, 1982, when the sales prices charged

the commissary were reduced in response to the recommenda-
tion, In turn the commissary reduced its prices to its
customersbut not for the full price reduction given by USAID/N,
This allows the commissary to make a small profit on fuel
sales which heretofore had been made to customers at cost.
(See pp. 39 - 41.)
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-- Effective with the month of May 1982, the fuel accounts
for authorized AlD-funded U. S, contractor vehicles were
removed from the ommissary's responsibility as
recommended and assumed by USAID/N for billing pur-
poses. This action will relieve the limited ommissary
staff and allow AlD-funded projects to obtain gas or diesel
fuel more cheaply at USAID cost; i.e., minus the
commisary's marked-up prices. (See pp. 40 41.)

-- USAID/N had no effective procedures to assure that changes
in fuel costs resulting fromn frequent amendments to USAID/N
procurement contracts or changes in exchange rates would
be promptly reflected in USAID/N fuel sales.

(See pp. 42 - 43,)

-- The USAID/N gasoline station attendant (GSA) was pricing
each fuel sales transaction on the daily issue reporis, a
copy of which was sent to the commissary [or billing
purposes. Our verification of the GSA computations
indicated that the transactions were priced incorrectly by
the GSA in 2.6 percent of the transactions tested. This
resulted in a net loss to the commissary.

So we recommmended that USAID/N discontinue the practice
of pricing fuel sales transactions for the commissary as
this was not consistent with the duties of the GSA,

(See p. 44.)

Personal Property, Warchousing and Fire Safety Precautions

-- Recordkeeping practices for nonexpendable property (NXP)
were in need of improvement. Deficiencies found in the
NXP controls and recordkecping could result in undetected
losses and difficulty in locating shortages between the records
and inventorics.  (Secpp, 15 - 46, )

-- Storage of nonexpendable property was considered
substandarvd., It was not stored to facilitate inventory taking,
protecting the property from dust or damage or to operate
an efficient, secure and economical wa rehoasing program
as required by 11 23, (See p. 47,)

-- Normal fire safely precautions were lacking at the ware-
houses and the USAID complex or buildings, There were
msulficient fire extinguishers in stock and placed around
the warchouses, Extinpuisher stations were often not
identified or properly marked. Although USAID liid a source
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-- The maintenance labor rate recorded on job orders was
not being revised regularly and was very much understated,
This resulted in understating maintenance labor costs in
the USAID/N's U-540-1 Motor Vehicle Data report sent to
AID/W annually, It was not clear how the incorrect $. 35
per hour rate in use was determined but it had been in use
for many years, In reply to our draft report USAID/N
developed a new maintenance rate in accordance with
reporting instructions. The new $. 82 per hour rate
included the current contract price for direct labor and
related payroll burden costs for mechanics only,

(See pp. 52 - 53,)

-- Gasoline consumption or miles per gallon (MPGs),
althoungii developed in the vehicle monthly statistical
reports, were not being used to analyze and determine
the reason for wide variations in usage. Our tests of 16
vehicles indicated gasoline usage fluctuated widely within
similar types of vehicles with no explanations, We
recommended greater emphasis be given to analysis of
fuel consumption data to assist in determining the causes
of unusually high usage of fuels. (See pp. 53 -~ 54,)

The report was reviewed with USAID/Nepal officials and their comments
were considered in finalzing the report.



of water on the compound, there were no pipes to carry

the water to strategic points near the warehouses or offices
or hydrants, pumps or hoses Lo make effective use of the
water if distributed.

Therefore, we recommended that USAID place more
extinguishers in the warehouses and order more for stock,
and complete a fire protection plan to include procurement
of equipment needed for upgrading its fire-fighting cap-
ability to cover the enlire USAID/N complex,

(See pp. 48 - 49,)

Motor Pool Operations

-- The motor maintenance shop had an inadequate number and
size of fire extinguishers as well as an inadequate medical
kit for use in case of an accident. In addition, further
review indicated that although USAID occasionally procures
medical supplies, there was not an acceptable medical kit
or first-aid kit on the entire USAID compound.,

Because of the long distance between USAID and the Embassy
medical unit USAID should have better medical competence.
Accordingly, we recommended USAID/N upgrade its medical
supplies and capability to provide medical assistance in case
of an emcrgency. We also recomniendod that additional
larger fire extinguishers be placed in the motor maintenance
shop area. (See pp. 50 - 51,)

-- Use of the daily vehicle usage reports (trip tickets) were
excessive and therefore wasteful, A new ticket was being
used for each change of drivers in order to keep trip
information readily available on a driver basis, At times
this necessitated using as many as six tickets a day on
sorme vehicles with little usage of ticket space, We
recommended use of only one ticket per vehicle per day
and that the ticket format be revised in order to identify the
drivers used on each trip., (Sce p. 51.)

-- Deficiencies were found in preparation of the various
vehicles monthly reports.  Since the data from these re-
ports is used for preparation of the M-540-1 Motor Vehicle
Data report for AID/W, we recommended that USATD/N
review procedures for preparation of these reports
and assure they conform with the 1113 23 instructions,

(See pp. 51 - 53.)
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BACKGROUND

USAID/N's operating expense funds are provided and budgeted annually
to enable AID to carryout its development assistance programs in 1.IDCs,
In general, the funds are budgeted to cover costs of housing, office
operations and personnel., Moy specifically, at USAID/N the F'Y 1982
budget covers housing aad office rents, utilities, maintenance and repair
services, furnishings and equipment, supplies and materialg, travel

and transportation, Einbassy administrative support charges and U, S,
and local national personnel sala ries, extra pay and allowances,

USAID/N procures all maintenance and repair services for housing,
USAID/N offices and the motor vehicle fleet plus guard, driver and
labor scrvices from local contractors,

Over the last three years USAID/N's uperating expense budgets were
approved al $2. 924 million for FY 1980, $3,276 million for FY 1981
and $3.202 million for FY 1982, As in prior years, the B'Y 1942 Ludget
was allotted to both USAID/N and AlID/Washington for specific PUrpose:s,
Of the total I'Y 1942 budget of $3.202 million, $1.675 million in dotlar
tunds plus the cquivalent of $.203 million in Nepali rupee funds

(derived from old U. S, ~owned Indian rupces) for a total of $1.878
million was approved for USAID/N operating expenses. The balance of
$1.324 million was retained by AID/Washington to cover salaries and
benefits of 32 direct-hire Amec ricans (some of which were not budgeted
for the full year), and two direct-hire pari-time employecs,

As of July 31, 1982, USAID/N's obligation totaled $1.471 million or
78 percent of its approved operating budget. kxpenditures totaled
$. 737 million as of the same dalce,

The responsibilities of the USAID/N Execcutive Oifice involve both pro-
gram and manapgement functions, including project and administrative
contracting, project and administrative commadity procurement, general
services, ficld support, personnel, communications and records,
budgeting and security,

USAID/N stalfing included 25 dircet-hire Americans, including 2 on
part-time, 27 contract Americans, 1 project personal service contract
([°SC) and 1 OFE-funded PSC contract Americans, 4 third country

nationals (TCNs) funded nnder projects and 90 foreipgn national (FN)
ciployecs, of which 41 worked i the Office of Administrative Management,
Thirty one of the 90 FN's were on personal services contracis, The staif
totaled 148 as of July 31, 1982,
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The USAID/N program is comprised of 11 active projects with a pipe-
line «f $36 million as of June 30, 1982. Project obligations totaled
$15.5 nrillion in FY 1982, They are expected to increase annually from
$13.5 million in F'Y 1983 to $20 million in FY 1986. The program
emphasizes three major projects involviug rural development, resource
censervation and utilization and health and fatily plannimg, Overall
USAID/N responsibility for mmplementing these praojects involves
monitoring scveral larpe contractors with primary implementation
responsibility. The muajor projects were funded at $32.6 as of July 31, 1982,
but additional funding cstimated at $656 million will be necded to curry
the projects through FY 1986,



PURPOSE AND SCOPE

Our audit was performed in Kathmandu during the summenr of 1982,
This examination of administrative support activities covered [liscal
years 1980, 1981 and 1982 and included a selective review of operating
expense obligations and dishurscements.

The review was made to determine if (1) USAID planning was effective,
(2) operating expensc funds were being used efficiently, and (3) opera-
tions were being carrvied out in accordance with agency policies,
regulations and guidetines that pertain to funding of operaling expenses,
We examined transactions and hnptementation of policies and procedures
il connection with housing, housing and buildings maintenance and repair
services; local procurcinent; controller operations; the foreipn affairs
administrative support agreement; procurement, inventorying, record-
kecping, dispensing and reporting on gasoline and diesel fuel support
services; personal property, wa rchousing and five safety precautions,
and motor pool vperations including the adequac; of emergency medical
support for the mission compound area,

In order to evaluate compliance with agency requirements on use of
operating expense funds, we reviewed mission records, policies and
mmplementation procedures, We visited various offices and operating
units and held discussions with direct hire and local national manapge -
ment officials as deemed necessary, We also solicited the views of a
representative sample of the divect-hire employces regarding the
adequacy of mission acdiministrative services.,  In seneral the employces
were well satislicd with the housing, housing furnishings and cquipment,
but expressed some disappointment in the efforts of the sencral servicos
officce to provide scrvices in a tmely manner,  Employce comiments

to specific questions were docurnented and have been used Lo support
certain comments on the adequacy of maintenance repair services
contained in this report.

USAID/N responses to our periodic reports of lindings were taken into
consideration if reecived sulficiently in advance of finaliziug our draft
report. As a resull, actions were tuken to corrcet deficiencios described
and we were able to delete seventeen recommendations from our final
‘report,
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AUDI'T FINDINGS, CONCLUSIONS AND RECOMMIENDATIONS

Iousing Policy and Space Standards

The mission has been implementing its housing program in accordance
with the Forcign Aflfairs Agency's Housing Policy and Standards contained
in Airpram-1093 of April 1979, A-1093 states that "it is the policy of
the U.S. Government that its employees and their dependents assigned to
U.S. Missions abroad occupy housing adequate to theirv persor.! and
professional needs. ' Adequale housing is defined as that comparable to
dwellings in the metropolitan Washington area, adjusted for overscas
locatity and represcentational use, in ternis of safely, size and in-home -
amenitics,

On October 1, 1978 the Office of Forcign Buildings (F1BQ) assumed
responsibility and funding control for the Department's overscas shorl-
term leasing program. This authority was extended (o cover other
agencies in 1979, Combining this authority with FBO's existing
authorities for Goverament-owned and long-term leased properties,
brought together the responsibility for overscas housing into one place.

This centralization of reul property management including the expansion

alfairs ayencics (underline added) was urged by the Inspector General,

the General Accounting Office (GAO) and most recently Ly the Brooks
Commitlee in HR No, 45-1676 dated October 2, 1978, ‘Lhe Brooks
report commented on inter-agency housing policy and standards as
follows:

"The sub-committoe was surprisced to learn that there is
little consistency ar unifarimity i terms of housing or
housing support that U, S, Government employces stationed
overscas in embassics can expect. Not only are employces
of different agencies stationed in the same area not
necessarily given similar housing or housing support, but
no uniformity of practices exist (rom post (o post cither
for Department of State employces or those of uther apencies

(underline addqd),

GAO found that the net effect has been that the U.S. Gavernment
is paying needlessly higher housing eosts because employees
are provided with housing that exceeds reasonable space
standards and housing allowances,
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The committec's position was that the disparity in housing policies

and practices must be rationally related to actual differences in local
conditions, and that the consolidation of responsibility for housing
standards within the FBO should make this casier to accompli.h,
While A-1093 coucludes that the quality of housing s probably the
single most important factor affecting morale at post, it docs not alter
the reality of spiraling real estiate costs throughout the world and the
need to allocate our Timited resources in an equitable manner,  ‘I'hus
the ubjective of applying new housing standavds is to provide U, S,
Government cmiployces and their dependents assigned abroad adedquate
housing to suit their personal and professional needs at a cost most
advantageous to the Government, ‘The policics and standards as stated
in A-1093 are in response to the Brooks report and are intended for
use by the Chief of Mission, post administrative personnel, and ioter-
agency housing boards in establishing a uniform housing program for
all personnel of all apencies under the superviston of the Chief of

Mission,

Compliance with New Space Standards

The use of space as the primary criterion for satisfying housing nceds
Is a depavture from the traditional approach which was based on many
other factors. A-1093 staies that at some posls many cmployeces are
occupying "below' standard housing hecause the loeal market does not
provide the sizes of housing comparable to that available in the
Washinglon arca. At other posts, large amounts of housing acquired in
carlicr years conforins to then existing standards. Also, posts differ
widely regarding climate, security and opportunitics for cultural and
recreational life outside the home,  The importance which the honie
plays in the well-boeing of employces and their dependents can vary
greatly from post to post,

Under the A-1657% housing policy and standards (guidelines), all posts

are classificd {rom locality ¢lass one th rough five,  The highast
standards (class 5) are those posts in which the ciployees and dependents
can be expected to spend the bulk of their off-daty hours either in their
residences or residences of other mission coaployces. The higher the
post classification the more space allowed. Kathimanda is included in the
class five group of posts,  Chis group ir considered to have the least
opportuntiy for cultural and recreational Tife oulside the home, Therefore,

mission cimployees arce entitled to larger houscs.,

A-1093 required the USAID (o perfornta review of its housing policies

in relation to the new space standavds and lake necessa ry action to comply
with the guidelines, We reviewed actions taken pursuant to the new
housing guidehines with repard to: (a) reducing the inventory of large



houses to bring all houses within acceptable space limitations, (b)
adequacy of housing assignments to control over-housing, and (c)
establishment and utilization of inter-agency housing boards for ihe
purpose ol approving existing and new housing so that all agencies will
be treated equitably, .

Disposal of Oversized Houses

A-1093 required the mission to review all existing residential leases

in relation to promulgated standards. Whe re properties exceeded

the standards by more than 10 percent, USAIDs were to develop a plan

to drop the over-sized houses upon the departure of the ovcupant or
expiration of the lease, whichever is more #conomical or less disraplive,
Our review indicated that USAID has complied with this requircinent.
After applying the 10 percent allowance to cight, three, four and five
bedroown houses, we found only one that exceeded the 10 percent
limitation. ‘Ihe mission has already made plans to disposc of this

house upon completion of the vecapant's tour. Three other leascs had
been terminated during 1981 because the houses exceeded the 10 pervcent
limitation. The mission did not feel the properties were significantly
favorable to warraut their retention as was required under the new A-1093
guidelines

Housing Selection and Assignment Procedures

Of the 25 USAID houses under leasce, 14 had three bedrooms, eight had
four and three had five. All houses had been assigned except one, This
house was being used by personnel on temporary duty pending the delayed
arrival of a new emiployee, Several single employees, all in three BR
houses, and a few families in four and five BR houses were slightly over-
housed based on criteria contained in USAID's Housinyg policy fssuance
No. 23-4 of December 1977, This policy issuance specifies two BR
houses for single emplovees, and one master BR and one additional BR
for each child ¢ a limit of four BRs for a family, yet the USAID has
several five Rs houwses and no two BR houses,

However, in a number of respects the USAID Policy lssuance of December
1977 have been superceded by events and should be updated to conform to
current USAID policy and the new A-109Y3 space standards, For example,
as a current policy, the mission does not lease two BR houses and the
ISAID has several five BR houses. Acceptable two BR houses are very
linited in Kathmandu and it a\:quu'cd usually provide Little flexibility over
the years, They could remain vacant for extendoed periods. In addition,
A-1093 puidelines provides that, while the primary criteria for the
sclection of houses are the A-1093 space standards they are not the sole
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consideratiun,  Revision No. 1 of A-1093 duted in March, 1980 provides
for consideration of other factors such as location, availability of
housing, security ard the adequacy of the hiouses in terms of the mission's
acceptable minimum standards.  Acceptable standards for Kathmandu
include such itemns as firenlaces for heating, telephone and clectric
lines, availability of water storapge, laundry and outside space, access
roads and acceptable construction, Also, it was recognized in A-10'3
that posts with a substantial inventory of leased houses with varying
numbers of bedrooms will occasionally have to assign cmployeces with
more or less bedrooms than fumily size would warraut and which would
violate the new policy standards., USAID has i few such cases but has
not documented the justification for the lease liles as required by the new
space guidelines,

The USAID's General Scrvices Officer (GSO) specialist advised that it is
hard to find houses with all of the above requirements. Once a house is
Ieased and upgraded to mission standards either by the landlord or, if
necessary, by USAID, it is generally difficult and costly to give up the
house with the idea of tinding a replacement.

It was also apparent from USAID files that the U.S. mission (including USAILD)
has taken steps to apply uniform standards to housing. Houscs selected
must meet the mission's minimum standards approved by the mission's
Administrative Coordinating Committee (MACC)., MACC was established
by the U.S. mission in July 1979 pursuant to the A-1093 housing policy and
space stendiards guidelines. The purpose of MACC was Lo place inter-
agency coordinstion on a more systematic basis, Previously the handling
of administrative policies and actions affecting inter-ageney relations

were handled by a varviety of informal devices, discussions and ad hoc
mectings,  In Junc 1980 USAID initiated a procedure whereby all non-
representational houses would bhe approved by the MACGCG conunittee as
meeting UL 5, mission stundards before they could be obtained or retained
by any mission agency, ‘Vhis action was taken to minimize or preclude
imdividuals [rom vejecting housing assignments on the basis of personal
tastes, Accordimgly, we conchuded that while the USATD Policy lssuance of
December 1477 necds updating the USALD's inventory of houses is well-
balanced and unpretentious; both the houses and housing assignment s
gencrally conform fo the new A-1093 housing and space standards, and

the MACC committec is being ulilived ao cavisioncd in the new A-1093

housay policy and space standards,
o

R(-cmm‘n_‘g-nd:ntiuy_Nn. 1

The USAID/N should (a) revise the USATD's

Housiing Policy Tisuance No, 23-4 of Decemnber 1977 (o

conform to A-1093 puidelines and current thinking on

housing, and (b) review all housing assipoients and docunient
E b b

the jll:%lil'lt;dlil)ll 1 the lease Tiles oy ALy Cases of aver-

housing as a resalt of the USATD s updated housing policy

Ch LN Ce,
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Houschold Furnishings and Equipiment,

Beginning in 1979, MACC authority to approve U, S. mission housing was
extended to cover criteria for procurement of major houschold equipment
appliances and numerous other items or services used both inside and
outside the home.  This was done in order Lo salisly another concern of
the Brooks Commitlee report regarcding cquitoble housiug suppaort,

Kathmandu is o ¢lass five post, In this regard A-1093 states that

"living quarters are perhaps the most important factor related to employee
and family morale. During 1980, in an ¢ffort (o Improve housing
conditions in a country continually plapued by electrical and waier supply
problems, the mission initiated @ replacement survey of houschold

support items,  Much ol the furnvure was old, received Yoears apo

ds excess property from other USATDs, Many houses had different kinds
of furniture in cach room complicating matching, standardizing and
record-keeping identification, Water heaters were of various makes and
small sizes often requiring several types to be used in one house. Wool rugs
had become infected with bugs due to damp climatic conditions,

Since 1980 the mission has made a concerted ¢ffort to upgrade its house-
hold support items throagh a replacement program involving such major
items as draperies, upholstery, fu ruiture, cquipment and appliances
including hot wuater hcaters and water sto rage tanks. The USALD does

not provide air conditioners,  In the winter heat is furnished by fire-
places and kerosene and butane heaters, Beller quality drapcery and
upholstery material and standardized furnitu e were procured feom India,
Nylon carpeting and major houschold items such as stoves, refrigerators,
freezers and emerpgency Lighting power pucks were procurcd from the
United States. ot wiler heaters were replaced and additional water
storage tanks were installed, Voltage stabilizers were procured for the
first thmes This permitied the saviig ol certain cquipment/applionces
that were bheing burned out due to wide fluctuations in the power vultape.

The mission also undertook to assure that ol personnel were treated
uniformally with regarvd 1o issuance of houschold Hems. This was a
criticism veioed e our preior awdit report Noo 786 of Marvch 19748, T
this cnd, the niisoion rovised its Policy ITssuance No, 2752 POV rHing
furniture, furnishings, apphianees and Cquptoent and madee adjusitments
where houses had been issucd itcins in excess of that authorized,  Since
not wlb ora given item was replaced at one titne, o pobicy was adopted
for issuance of new iterns based on employces "lenpth of thnme af post!
regurcdless of vank, This preciuded making arbitrary decision  and

resulted in fair treatment for «l)l under one policy.

Our review of the program for upgrading Liouschold support iteins showed
that while the styling and color schemes of the drapes, carpeting, up-
holstery and interior walls were imvited, the quabity was poad and cmployees

woere pencerally well satisfred with the results of the progran,
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In conclusion, we belicve that USAID has made needed improvements
in housing support on an equitable basis., This has contributed Lo the
well-being and morale of USAID employees and has lessened (e
demard for residential support, permitting more efficient utilization
of reduced dircct-hire local manpower,

ITousing Rental and Utility Costs

As of June 30, 1982 the USAID had 25 houses under leasc costing about
$103, 000 annually for an average of $315 per month per lease,

According to A-1093, the average representational house overseas
rents for more than $4. 00 per square foot of space per year,

The average nonrepresentational house rents for about $3.50 per square
foolt,

The mission had only une representational house and it rented for only
$1.069 per squarc foot per year. The actual average annual rental cost
per square fool for all 24 nonrepresentational housces was only $1. 92,
On an individual basis all of the houses leased were well below the

OVETrseas average cost per square ool per year,

We also reviewed clectricity and fuel costs for cach house. We found
these costs to be reasonable although higher in winter months.

The USAID provides no air-conditioners and houses arc heated with
kerosene and butane gas heaters during the cold months. The heaters
appear to operate satistfactorily and tend to minimize utility costs.,



Housing and Buildings Maintenance and Repair Services

Contract Services

The mission has a Genceral Maintenance Scrvices (GMS) Contract

(No. 367-1013) for its houses and buildings.  Amendment No, 4 extended
the contract and obligated additional Rs. 797, 500 ($60, 900) to cover
activities for the one year period from March 1, 1982 th rough February
28, 1983,

Of the total funds obligated Arncendment No. obligated Rs, 374, 000

($28, BOO) to cover all regular maintenance services described in

Article 11 - clause "E'". The "E" work is to be carried out by 15 crafts-
men, 6 laborers, 2 craftsmien supervisors and one labor supervisor for
a total of 24 contract employecs, Payments to the contractor are made
in 12 cqual installments of 4, 160 hours worked cach rmonth adjusted for
absentecism,  This procedure assumes that if the 2 1 coaployces reported
for duty, sufficient work was performed to justify payment. During the
first quarter of the contract from March through May the contractor was
reimburscd Rs. 92, 750 ($7, 080) for 12,224 hours ol waork.,

The sccond major arca of work authorized by Amcendinent No, 4 covers
work under "work orders' per Article [T clausces A through D of the
contract. Amendment No, - obligated Rs. 325, 000 ($24, 800) for these
services,  This "A - D" work must be undertaken upon a written request
from the GSO and acknowledped by the contractor through issvuince of
detailed work orders.  The 24 Ccraltsmen, laborers and supcrvisors
utilized under the "5 work clause of the contract a re nat to be uscd on
"A - D" work authiorized under woek orders as this could result in paying
twice for their services,  These "A - DU type jobs arc usaally larger jobs
involving maintenance and repair of houschold appliances, repair and
alteration services to oflices and residences Lo include carpentry, plumbing,
clectrical and other services.

QL)JL‘_!LE_LEJW_I_]_]‘!l;)_]_(:‘l_llgll_l_l.ll ton Procedures

The GMS contract was not well written and is not being well managed,

The contract was not clear an the scoupe of services of the "I work staff
or how their titne was 1o be acceounted for, Therefore, similar type jobs
were being done under Loth the "B and "A - D work categoricens,
scessive use is being miade of (he " work clause of the contract
resultmg i much additional overtimie,  Overtinn.e could b roduced by
contracting more of the worlk under the A < 5% work «latae during
regular workimg honrs,  Curreent procedures preovent meaningful reporting
O corradct tiine, prechude an evaination of e tecd for overtinie work
and the neced Tor moce or Less of the various crattsuen procured under the

"B worle clause of the conlract,
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The "IE" work pertormed by the 24 regular employees from 8 A. M. to

5 P. M., daily (not to exceed 40 hours per week), is not well defined in
the contract. Also, the contract has uo requirement for an accounting
for the time of the 24 contract employees, No mention is made of the
types of documents and records to be maintained such as Job requisitons
and a daily assigmuent register to account for Ltime spent on o b joh,
However, we are advisedd by the General Services Specialist (UsS), that
the "' work consists of all work performed by the maintenance van
which vigits cach of 25 residences at least once during cach wecek., This
service accounts foe 32 of the 192 hours (24 x 8) of timie paid for cach
"E" work day or paid holidays.  The balance of "E'™ work is usually
performed against requisitions for additional work {o be performed at
the leased residences or the USATD' 5 complex of buildings., Considerable
additional work has heen done based on telephone or verbal requests
without issuance of requisitions, Usually such requests are informally
recorded on a lop in the GSO maintenance office but without hou rs spent
to do the work, We were advised by the GSS that vequisitions are
usually not prepared when no materials are mvolved, limited labor
hours are involved or the work is of an emergency nature.,  Such work
titne, which is an unknown factor, is then lamped with any true idle-
time for recording on the contractors assignment register as a plugging
figure to balance to the 192 hours of time paid for ecach day. For example,
for the months of March through May, 1982, the fiest quarter of the aew
contract extension period (March tnroupl May, 1982), 79 percent of the
telephone repairtnan's tiae, 37 porcent of the plumbers tine, 32 percent
ol the painters time, and 22 porcent of the electricians time are not
accounted for on a job requisition basis on the contractors Assipnment
Register, Also, none of the times of the twe craftsmen supervisors

and the maintenance van lubor supervisor are recorded in the register
Ly work assignments. Since the supervisors spend most of their time
supervising specific jobs, their time could also be shown by job
requisitions,  Consequently, of the 12,224 work hours paid the contractor
during the first quacter of the contract period, only 8, 307 or (8 percent
of the time was recorded on the contractors register as identified with

spoecific worlk requisitions ar operation of the raintenance van,

The GSS advised us that althouph the register docs not show i, the
telephoneinan's time is being fully utilized hecause during slack poriod.
he must monitor the telephone system power supply cquipment whoonh
frequently necds recharging, Anoither case involyves the Twe cont ract
paiuters. The 32 percent undocumented time of the pammters is probably
mostly true idle-tnne because offen the painting cannat be done daring
office hours. Por example an the consceutive days, toe., March 31
through April 2, no Pambing was done under the """ work clause but
under the installient basis of payiment the contractor was paid anyway
for the 48 hours,  Then on the next iwo days which was the week-end
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of April 3-4, the painters spent 24 hours painting a USAID office on an
overtime basis. During the first quarter of the contract extension,

220 hours of the painters regular time was not docuinented on the
contractors register yet they worked 215 hours of overtime Guring

the period.  Also, a good percentage of the other craftsmen and
supervisors regular work hours were not fully documented on e
register yet this group worked a combined total of 805 hours of overtime
during the quarter, Only in the casc of the four ca rpenters did the
register indicate near full utilization. In addition to being fully utilized,
the carpenters as a group worked an additional 582 hours of overtime
during the quarter or 28 percent of their regular time for the period,

We question the need for somie of this work on an overtime basis, IFor
example, well over 100 hours of the 743 hours of " work overtime

paid in April, 1982 was spent making yard benches (or the USATD
compound.  This overtime may have been caused in part by the shortage
of carpenters and laborers,  But in this case it would have been cheaper
to contract the bench construction and painting work under the "A - DV
work order system during regular hours thereby paying repular instead
of overtime rates,  To make more cffective use of the IS work painters,
they should be reduced from two to one and all sizcable painting work be
procured under the "A - D" work order clause. This procedure is
feasible because painting work is contracted on a square footage basis
and as such can be casily costed at the outset, Carpenters and laborers
overtime during the first quarter of the contract period amounted to

1, 136 hours out of the total of 1, 682 hours worked by the 24 "regular
service'" employces,  The total cost of the overtinie was $1, 230 for the
quarter, which if continued at the same pace for the year, would
approximalte $5, 000, well within the budpget, but about 17 percent of the
yearly cost of the 24 cmployees,  In this connection, we helicve USATD
should adjust the "2 work staff and shift more ol the major maintenance
work including most overtime work lo regular work hours under the

"A - D" work urder syslteme Overtime of the "E" work stalf should be
bimited to urgent work or as required to expedite completion of requisition
work alrcady in propress. xcept for performing the "A - D" sepyvices
on a lurger scale we found the "2 and "A . po work being perforiaed

to be quite sirmilar, However, reimburscincats for "A - D" work order
scrvices are usually bascd on negatiated labor hours and materials

custs determined in advance.

USAID Management officials advised that the. GMS conteact was to have
been modeled after a contract in effect at another USAID,  Prior (o the
March 1, 1982 amendment, the GMS contract provided the scrvices of
"E' work craftsmen working on a repgular schedule under USA D
supcrvision for essentially minae maintenane.e Jobse Larger mnaintenance

activities were scheduled unde r tixed price work ocders under sSeparate
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clauses in the contract, “Ihe main pu rpose of the March 1, 1982
amendment was Lo transfer the responsibility for directing the activities
of the craftsmen from USAID (GSO) supervirion to the GMS contractor.
But, the model contract provides for accounting for the time of the "EV
work craftsmen between assignments and clea rly defines the scope of
their services neither of which are covered in the GMS contract, Also,
there is wo provision for major maintenance work to be earricd out
under work orders, overtime or cinerygency work in the fixed price
model contract,

We concluded there is little rescemblenc : between the model and the
GMS contract, Management of the GMS contract is weak, The contr ol
needs to be revised to clarify the services of the 24 NS0 cmployces and
the manner of accounting for therre thme,  This will assist nianageinent
in evaluating the adequacy of the staff. Overtinie approval procedures
need strengthened and more of the work necds to be shifted to the

"A - D' work order system to relieve the pressurc on the "I work
staff.  The rate of utilization of the Rs, 325, 000 obligated for "A - D"
services was less than half of that required to use the funds during the
contract period,

Recommendation Nao, 2

The USAID/N should (a) amend the GMS contract

to clarily the scope of the services of the 24 "R

clause employcees and the manner of accounting for their
time, (b) strengthen overtime approval procedurces,

(¢} shift more of the work to regular time under the

"A - D" clauses work order system, and (d) adjust the
"IE'" work staff as considered appropriate,

Maintenance Van Operations

The maintenance van personnel were not operating in an cconomical and
efficient manner. Time wus being wasted each day making short trips
from residence to residence making minor nonciergency type checks
and repairvs that could be aceurmualated and handled by less frequent
visits,

USAID had a policy of weekly visits to cach residence bv the preventive
maintenance van.,  Depending on the number of work days in each month,
the nuniber of (rips to a given residence could oxcoed one per week,
The van staff consists of four members i, e., 17 perceat of the 24 g0

stuff members.

We reviewed the maintcnance van Job activity records on a smnple
basis for Decomber 1981 and March 19820 For these two mionths we

reviewed the van activity on 37 of 2106 visits to residences. These



sample visits invalved 129 separate preventive maintenance actions.

We found, however, that 87 or 67 percent of the actions were repetitive
in nature and questicnable as to whether they needed cheeking on a
weekly bhasis. These actions included vheoking of guard Lipghts, checking
and/or oiling the water putup and checkiuig all sercen doors and windows .,
Many of the other actions such as fixing furniture, paio touch-up and
Lleaky taps arve not considered cie rgency work, USAID does not issue
air conditioners and only in a few cases mvolving clectric or water
problems did we consider the van aclivity as responding 1o an urgent
need. The van treip tickets for Docember show that the van travelled 300
miles ina rather compacted housing area. On five of the workdays the
van visited 6 to 9 houses cach day feaving Hovited time for in-depth
preventive mamtenance, 1o us this represcnts considerably lost time
e transit that could be better atilized, '

[n addition to the weekly van traps, the GSO records show that 5% additional
trips were miade to the residences during December 1981 based on
requisitions preparcd by the housing occupants or by the GSO b.ised on
telephone calls.  Besides these two sources of maintenance worn the

GS0's Maintenance Office keeps other informal records of emie rgency
requests. Because these requests are usually single cases, involve little
or no materials and are more truly of an emergency nalure, requisitions
are usnally not prepared,

We helieve thut all of this maintenanece support could be hetter organized
and provided maore cconomically by relying more heavily on telephone
requests to take cure of major problems and rely on the maintenance van

to take care minor work to be accumulated on open requisitions,
Maintenance van trips should be reduced to no more than twice a month,
This would assist i more timely completion of requisitioned work by
making more efficient use of the van crew.  In some cases this work has
been very slow in the past, It would permit more time for in-depth pre-
ventive maintenance waork by the van crew.  In this connection, a preventive
Maintenance check list necds to be developed.

Recommendation B 3
The USAD, i should (a) reduce the weckly

maintenance van Lrips (o cach residence (o 1o more than
twice a month, (L) define which maimtenance problems
will be considered emergency type for irnmediate
attention and those to be handled du ring repular van
trips, and (¢) develop a check list of housing items for
in-depth preventive maintenance checking by the

maintenance van crew,



Local Procurement Procedures

The mission has not been taling full advantage of the small purchase
procedurcs authorized in AID HB 23, Chapter 14f, There has been
excessive use of purchase orders (P.O.s) for small purchases resulting
in checks being processed to pay for small value transaction:. .

The current procedure established by the controller for maloay small
purchases, other than personal services, by cash or purchase order
has resulted in procurcment delays, higher costs, and delays in

paying local supplicrs,

HB 23 Chapter 141 states that to save time and reduce paper work,
USAIDs should pay for small purchases of articles or se rvices,
other than personal scrvices (1’5Cs), in cash whenever possible for
both administrative and program purposes. {183 23, Chapter 14173
and F4 provide that the cash payment process is Lo be used whenever
such will be advantageous to the Government hy reason of economy
and ease of aperation. However, the cost of these purchases for
any one transaction imay not excecod the local currvney equivalent of
$150. 00 except in an cme rgency situation whei the amount may be
increased not to excecd $300, 00 per transaction.

Currently the mission has a Principal Class B Cashicor with a maxinmum
Cash Advauce Authorization of $A5, 000 (Ks, 458, 000). This maxinium
advance was increased from $27, 000 Lo $35, 000 in Februaa ry 1982
essentially to cover incrvasing demands for accommodation cxchange
which averaged $29, 000 during the first quarter of fiscal year 1982 and
the two weelk intervals required to replenish the Jund by Regional
Administralive Management Center (RAMC) Bangkok., RAMC processes
all checks Lased on vouchers submitbed and returns all local currency
checks to the USAID for distribation to local supplicrs,

Petty Cash Operations

In 1978 the USAID reduced its Rs.20, 000 (51, 700) putty cash fund 10
Rs. 12,000 ($1, 000). 1 mid 1980 the mission further curtailed this
type of purchasing while focusing on bulk prrchases threough use of
purchase orders, I 1980 the Office of Financial Management (M)
eliminated the petty cash fuad and instituled a vestricted small
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purchase procedure. This procedure involves a scries of advances
based on an itemized request to the Procenrement Officer (PROC) for
priority purchases or whon vendors require cash in licu of o purchase
order. If a vendor will accept a purchase order and wait several
weeks for payment, this is the usual procedure followed regardless
of the amount of the purchase.,  The Limited small purchase procedure
in effect does not involve a petty cash fund advanced by the

Class B Cashier. PROC submits an itemized request for an advance
of funds fronu the cashicr (0 cover o nutuber of sl value e
usually needed ona priorvity basis,  Until receatly PROC could
submit additional requests for advances for enlerpency procurement
prioe to clearing previous oulstanding advanc es, Now, however,

EN requires an advance to be cleared before PROC may apply lor

a newvw advaonce,

The value of these tighter controls appears guestionable in that the
procedure is time consuming, involves considerable extra paper work
and causes delays in day-to-day operations. [Each application for

an advance must be approved along with an itemized List of items o
be purchascd before processing them th rough the cashicr. This may
take several days, Only 24 such advances hive been taken over {he
last seven months totalling Rs. 32, 500 or $350. 00 U. S. cquivalent per
month, Ten of the advances were for only one or two items.,

At the same time during Oscal vear 1982 a number of small value
purchases of goods and scervices were made under purchase order,
work orders or public vouchers that are well below the $150 Limitation.
There were numerous purchases ranging from $7 to $50 being paid

by check through the RAMC in Bangkok, This necessitates excess v
paper worl and time reqguired for the coitractar or vendors (0 roccive
payment, which averapes ahout i wocks alter the services are
receivede Because of Local posal problems, the mission has had Lo
dispense with mailing checks (o contractors and veadors, 1L now
nobfies the payees when the checks are veady [or pick-up at USALD,

hut sometimes contacling vendors is a yroblen,
e}

One problem with use of purchase orders for all possible transactions
Is the cost in termes of paper work and Cha rges by the RAMC, Purchase
orders are distributed in 11 copics, and are narmally paid by check,
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For the period January - March 1982, RAMC processed 457 checks
for USAID excluding payroll checks. The total cost of processing
checks for this quarter will approximate $2, 750 or about $6. 00 per
check, After adding other mission costs associated with issuing
checks, the total cost for small value checks can be 50 (o 100 percent
or even exceed the value of the cheek., Since vendors nmiust now go to
the cashicr to receive their rupec checks it would be more practical
and ceconormcal to pay for small purchasces of good and services,
other than personal (PECs) in cash al the time the services arc

recewved. This would aisa greatly benefil the vendors,

Mission policy concerning when to use purchase orders and when to
procure under the limited advance procedurce is to use purchase
orders whenever possible (when time permits and vendors will accept),
With the requircment for clea ring the currcat advance before another
can be processed, it is no longer always clear whether its faster to
process i petty cash advance rather than issue a 2, Q.

Many of the sanie type items or sorvices are being purchased under
both micthods. The nature of some iteins purchased under the advance

procedure is not always cmergency,

USAID's uverall policy issuance of July 23, 1975 conc:.rning cashicr
operations including petty cash disbursement and payment for articles
and scervices under the $150 - $300 Lirn i ations nceds to be revisaed and

updated,

However, over the last 18 months, USALI. has taken steps to improve

its procurement planning and budpeting procedures in the non-expendable
and expendable supplics and materials arca,  This was donc through
determining prior usape, iventory taking, rdentifying and deleting slow
moving or dead iters from the procurement plan, and projecting
current and future needs on a quantity basis. As a resull there bas

been more bulk purchasing of priority items thus reducing the number

of individual purchase fransactions ivolving petty cash or purchasc
orders. Mowever, we believe the current small purchase procedures
arce restrictive and greater refinements are needed,  USALD should
determine the feasihility of establishing a petty cash fund to handle small
purchases ol ap 1o $150 per transaction or whatever limnit USAID
determines is feasible under the fund, Although 12, Ol s pive a bhetler
historical record of procarcinent actions 1, G. s could still Lbe issued on
some items even thouph paid 1rom poetty cashe Also, swmmary type
records of all perty cash purchases by type ol items, could be prepared

on a monthly basis for futur: budgeting and other purposes,
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"USAID should also review all of its recurring in-housc fixed costs
such as lcases and contracts for services, other than personal (1°SCs)
to determine the feasibility of paying for small value charges in cash
through the Class B Cashier, thus eliminating the need for payecs to
wait weeks for payment for supply of minor value goods and services.

Recommendation No, 4

The USAID/N should (a) evaluate its small purchase
procedures with view to establishing a petty cash fund
for payrment of small value goods and scervices, (b)
review USAID fixed recurring costs for such ifems as
teases and contract scervices, other than personal and
determine the feasibility of paying them in cash, and
(c) as requircd undes 1113 23, update i1ts procurement -
policy issuance No, 19-1 of July 23, 1975 regarding the
Cashicr opcration and methods of procurement,



Financial Management (I"'M) Operations

Verification of RANC Billings

The Office of Financial Management (FM) does not reconcile (.
Regional Administrative Management Center (RAMC) Lillings for chodl
Processing services with the number of checks actually issucd., This
could result in underpaying or overpaying for RAMUC scrvices.

Therc is a significant unexplained discrepancy in the most recent RAMC
billing for check processing services for the January-March 1982
period. The RAMC bill for the period charged for only 137 checks
(excluding payroll checks) but the RAMC "Proof List of Card Checks"
for this three months indicate that 457 checks were issued, “This

could be an error in the billing or a partial billing for activity during
the three months period, '

Mission verification of the RAMC scrvices is limited to assuring that
checks for all payces listed on the voucher were issucd and returned
to the USAID., No verification is made of the actual RAMC billings.
Because of the costly nature of the RAMC charges which have been
increasing substantially in recent years and currently budgeted at
$12, 000 for fiscal yeiar 1982 ($6.00 per cheek), we think the mission
should, along with verification of the reccipt ot ehecks, verily the
accuracy of the RAMC billings.  This could be done by rcconciling, at
least on a quarterly basis, the cha rges on the RAMC billings with the
number of checks listed on the "Proof Lists of Card Checks' and the

vouchers submitted to the RAMC,

We recomimended in our draft reporl that the nussion, (a) revise its
RAMC paymeut procedure to include a verification of the nuniber of
checks billed by RAMC Lefore paying the bills and (b) request an
explasation for discrepancices between the nwnber of checks issued and
billed by RAMC,

USALD took itimediate action on May 28, 1982 (Kathmandu 2907) re-
questing an cxplanation from RAMC for the discrepancy in the number
of cheak bilted,  The RAMC replicd on June o4, 1982 Stuting that
"RAMC rescarch has revealed that tact ALD Foathmandu has been
undercharged for check issuances'™. RAMC Was very appreciative of
USALD bringing this matter to its attention, The RANC hilling
pProcedure has been wdjusted to preclude futuee underbillings and a
supplemental billing of $1, 786 has been received by the mission for 794

checks issucd without cha rge stice October 1981,

USATD has also began processing bills only upun verification with RAMG s
"Proof Lists of Card Checks, Y Ay a result we believe controls on
verification of RAMC billings are now adequate and we are making no

recommendations.
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Controlling of GMS Contract Cost Limitations

The USAID had not established records to control th major catcgories
of contract costs to assure they will not be exceeded without approval
of the contracting officer. Such records are nceded for monitoring
contract costs to enable the most elficient use of the funds,

Amendment Number 4 through Amendment No, 6 to the GMS contract
authorized Rs. 797, 500 ($61, 000) for the year, These funds were
allocated for various kinds of contract costs. Maujor cost items included
(a) Rs. 325,000 ($24, 800) for hiring of GMS personnel [ services s
needed under the work order system, (b) Rs. 378,000 ($28, 900) ior
funding of 24 contract employees to perform various services on a
regular basis, and (¢) Rs. 75, 000 ($5, 700) was allotted [or overtime,

Article V ol the contract stipulates that nonc of the amounts approved
for cach cost category shall be exceeded without prior written approval
of the contracting officer. However, neither the General Services
Office (GSO) nor the Office of Financial Management (FM) kept adequate
vrecords to assure the cost limitations would not be exceeded.

The GSO maintained no records, although control of the overtime
limitation should be a GSO function since this is where it is approved.
FM!'s contract obligation records were established mainly to control

two major budgeted function code items. These function code budgets
were establishied based on a percentage of total cortract funds and bore
no direct relationship to the contract cost Limitations, The function

code budgets were maintenance and renovation costs [or housing and
maintenance and renovation costs for the office complex, All costs were
appurtioned to these two general caicgorics on a percentage basis

except work orders which were charged to cither housing or office costs,
depending on where the work was done.

Under this systemn there is no way (o monitor the contracts cost
Limitations funded under another cost breakdown of "work orders' and
"regular serevice type work, or whether the funds were used as intended,
For cxample, durving the first quarter of the contract period [rom March
through May, 1982, the contractor had completed only 11 work orders
valued at Ry, 31, 352 (52, 400).  This vate of utilization of work order
funds was aboul one-third of that required to use the tull $24, 800
authorized for work order services during the contract period. At the
same time, 1,682 hours of overtime costing $71, 230 were worked during
the quarter by the 24 ciaployees bired under the "repgular servicea!
portion of the contract,  Althouph the overtime was within the cont ract
budget of Rs. 75, 000 ($5, 700) some of it was queshionable from either
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anurgency or emergency standpoint. Mission officials informed us

that worlk assignments for which the maintenance contract was budgeted
have had to be revised since March 1, 1982 and many sub-projects
(particularly regarding security) have been pastponed due to other
prioritics, As normal operations of the GSO are resumed shortly, (e
budgets will be examined and changes made in the next contract
amendment,  This indicates « possible need to reduce the budpets of
both categorics or adjust funds between cost components for either
hiring of more “"repular services' o raftsmen ov having more of the work
done under the work order system,

The monitoring of overtime and "work order" job cost limitations must
be done at the GSO level where the overtime and work orders are
initially approved. Without a cost monitoriag system, timely manage-
ment decisions and adherence to contract cost Limitations are difficult
to impossible.

Recommendation No. 5

The USAID/N should require (a) the USAID Office

of Financial Management (FM) to establish scparate
obligation records of the GMS Contract No. 1013 cost
category lirnitations, (b) the GSO to establish records
to moniter and control the approval of overfime and
work orders to assure the contract lintitations are not
exceeded, and (¢) review and reduce or adjust the GSM
contract budgets for overtime and "work orders"
assignments as considered appropriate,



Forcign Affairs Administrative Support (FAAS) Apreement Credits

The mission is not recovering or receiving an offset credit under the
Foreign Arfairs Administrative Support (FAAS) Agreement for substan-
tial local support costs provided to the commissary over the last

several years,

The USAID pays the rent and electrical bills for the cotmnissary.,

The commissary building is part of the Rabi Bhawan cornples of
buildings covering the G50 Offices, warchouses, motor and buildings
maintenance arcas and the commissary, The mission leascd this
complex under lease No. 77-160 in June 1977 paying a 10 year advance
rent of Rs, 840, 000 ($70, 588 cquivalent or $7, 059 per vear), We
estimate the commissary building takes up about 25 percent of the
complex space which costs AID about S, 800 per year. The USAID,
however, leases the building to the commissary for $1, per year under
a sub-leasce effective October 1, 1979 and rencewable on a yearly basis
through September 1985,

The building provides an ideal location for the cominissary., When
feasible commissaries are to be located on U, S, Government held
property (AID HB 23-514,1), Since entering into lease No. 77-160 in
1977, the USAID has also paid clectrical costs of about $50, 000 for the
headquarters complex rom 1978 through I'¢chruary 1952, Because there is
only one meter for the entire complex, electrical charges for the
commissary arc not costed separately., We estimate, however, that
Lecause USAID has no air conditioners and the commissary Lo open
refrigerated display cases and a large Iveczer, the commissary v
at least 30 percent of the electricity, On this basis, for 1981 along,
the commissary electrical costs would approximate $3, 300, In total,
this means the mission is financing about $5, 100 of commissary costs
yearly with no ¢redit under the FAAS agrecment,

The USATD and Embassy have a mutual agreciment whereby, in the
interest of efficicncy and cost savings, cach supports activities in
their respective areas located on apposite sides of the city,

The Embassy's main support effort is directed at the FPhora Durbar
Recreation Arca which includes the mcdical unit, G5O facilities, tennis
courts and swinmning pool.  Review of the Embassy's FAAS Aprceement
charges allocaled to other agencics for the recreation area conflirmned
that the USATD is heing cha rged o portion of the total operating costs

to the extent of about $1, 800 for certain utilitves, about $3, 700 for
maintenance and repairs and about $3, 900 for puard scrvices for a

total of about $9, 400 per year,
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Section 514, 2 of the Uniform Foreign Affairs Regulations (UFARs)
authorizes the AID mission director to provide assistance in upport
of commissaries including the furnishing of space and utilitics, But,
we believe such support neced not be at no cost to the conmumissa ry or
with no credit under the FAAS cost allocation systemm particularly
since USATD alony with other apencies is being charped its share of
expenses of operating the Embassy recreation complex.,  USAID
officials advised that beginning with fiz. ol year 1983 USALD will pur: o
an agreement with Eimbassy for shared support of the commissanry,
But, if this solution is not feasible then we think USATD should require
the commissary to pay a faiv share of the clectrical and rental costs
it the same manner as USALD Lills the conumissary tor all of its
telephone charges,  All telephone charges arce paid by USAID because
only onc bill is issucd by the telephone company for the entire USAID
complex,  In this conncection, while utility costs records are main-
tained and monitored for residences, USAID has no data on how much
of the total utility costs are applicable to the commissary. This should
be of concern to USAID.  Therciore, USAID should require a maeto oo

be installed in the commissary building,
Recormmnendation Mo,

The USAID/M should Loepinning with Y 1983, (a) obtain
an agrecment with the KEmbassy to reduce the amount of
FAAS charges to USAID equivalent to USAID support to
the commissary, or bill the commissary directly for a
fair share of the commissary reatal and electrical
costs paid by USAILD, and (b) c¢stablish the actual rental
and eleetrical costs applicable to the commissary
opuration being paid by USAID,
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Accounting for Gasoline and Dicsel Fuels

Gasoline Station Opcerations

Gasoline for USAID official vehicles is oblained from a pump located
at the motor pool complex.  In addition to the official vehicles, the
station supplics pasoline and diesel fuel to USAID contractor/project
vehicles, the Lincoin school, the Commissary and private vehicles of
authorized personncl, of the USAID, Embassy Lincoln School and the
Commissa ry. The mission had 56 direct hire and contract pecsonnel
on board as of May 31, 1982, all of which were authorized to procure
gas and diescl fuels The present gas station facility has four tanks
for gas and one tank for diesel.  The capacity of four gas tanks is
approximately ¢0, 000 liters, or about 15,600 U, S, gallons.

During 1981 the mission received 190, 600 liters of gasoline and
dispensed 189,877 liters, At the 1981 duly free price of 48 cents per
liter, the value of the dispensed gasoline amounts at $91, 1471,

Personnel Staffing

The present gas station attendant has been in charge of all operations
of the station since August 1980, Previously he was responsible for
the station for various periods totalling about 5 years dating back to
1974, When the present attendant was not operating the station it was
being handled by cither a direct-hire employec or several employ. .3
under non-personal service contracts, The present attendant's major
duties and responsibilitics, as stated in his contract are: "Oversces
the receipt and storage of petrolenm products (prima rily gasoline and
kerosene) from tank frucks to USATD tunks, measu ring levels belore
and after delivery to verify delivered ammount, Overscas, or personally
checks levels of gasoline and kerosene tanks every day Lo verily amounts
distributed, and distributes or oversees others in distributing gasoline
at the pump. Kceeps daily records of the distribution of petroleum
products, '

In addition he prepares o "Daily Report of Gasoline Stoelk!, The reports
also reflect datly stock adjustiments bascd on estimated losses th rough

evaporation,

The attendant has custody of keys to the gas bays, pumps the o,
takes inventory readings, estimates losses, verities fucl deliverio.,,
maintains distribution records, and prepares reports, In our upinion
stalling of the gas station has heen neglected and necds apgracding,
The assigning of all station control functions to the attendant is not an



adequate system of internal control. Verifying dcliverics, taking
inventory readings, calculating losses and preparation of daily
inventory reports should be deleted (rom his duties and assigned to

a higher level GSO staff member. This would leave the attendant with
the responsibility for monitoring storagc, pumping fucls and keeping

daily records on distribution of fuel products,

At the close of cach day the keys to the gas and dicsel tanks are re-
tained by the dispatceh office along with other USATD keys, A pguard
is posted at the dispateh office during off -duty hours and there is a
guard station in the innuediate vicinily of both the pas station and the

dispatch oflice,

USAID officials advised that one problem with vperating the pas station
has been the lack of qualificd statl, not only to operate the station but
Lo tilb other key jobs in the GSO arca as well, In response to our draft
report recommendations, the migsion initiated a change in procedures
effective June 21, 1982 whe reby responsgibility for the variow: tation
functions were split between the attendant and the Chief, Ixpendable
Property Scotion (1°S) until an additional quahificd coployee can be
hired at the appropriate level, Action has heen initiated to

establish such a position as an assistant to the EIS Chicef, Since,
however, the ESE Chier already has a tall thme job handling expendable
supplies and other duties, we are retaning the recommendation until
the new position hias been established and filled,

Recommendation No, 7

The USAID/N should institute effective internal controls
of the gas station operations,
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Gasoline Inventorying, Recordkeeping and Reporting Procedures

The station attendant prepares a '"Daily Report of Gasoline Stock!
(Stock Report), ‘To check and verity the accuracy of this report we
sclected five months! transactions for review: October and November
1980, April and July 1981, and April, 1982, We checked on the
accuracy of inventory measurcimments and the daily stock reports, We
found that issucs made during the previous day were carried forward
properly in the following day's stock report but that mventory measure-
ments were inaccurale since July 1981,

Becordbeeping on Gasoline Toveutories and Losses

OQur verification of the dip wtick readings and the corresponding liters
shown on the "Darly Report of Gasoline Stock for July 1981 and April
1982, since establishment of the new gas station in July 1981, showed
that the liter quantitics did not correspond to the two measurement
charts on hand. Daily readings of gas on hand, rcecording of inventories
and losses were only estimates,  Since the records were being adjusted
maccurately cach day since July 1, 1981 because of macenrate dip
Measurement conversion charts, the stock on hand did not agree with

the records,

Since July 1981 when pasoline tanks were installed at a new underground
location the stack reports have been inaccurate for several ro . ions.
Two of the four new tanks were obtained through the Nepal Ol Company
(NOC). For these similar size tanks (Nos. 3 and 4Y, 0 onew theoretical
measurciment chart was caleulated by NOC but it was calculated under
the assumption the tanks were installed level,  This new charl was
delivered to the USATD in November, 1981, It was calibrated in litors
and ceutimeters because the new titer Jroanps were expected to be inst U
in December, 1981, ‘Tank size measurements for the other two new pas
tanks (obtained from another source) were furnished to NOC n Movember

1981, As a courtesy the NOC prepared a theoretical Iventory measuring

chart for these tanks and farnistied it to the USATD on Decermber 14, 194
Apain it was assumed the tanks were installed level, Foowever, USATD
officials adviscd us that when the four new tanks we re installed n the
summer of 141 they were not made level and the dip stick hole was not
cenfered on two of the tanks. The NOC chiarts would not measure
accurately unless the tlanks were level and the dip sticlo reached the
lowest point of the rounded tank,  Also, we were infornned thal aftes
msitallation of the new Liter punps in Janua vy, 19nd the CHSA realiv
the new charts were also tnaceurate and bopan to maice his own charl
based on receipts and v caea. Thin ol vy have dimpraved e
accuracy of measurcnents 1o solee cotent but it was of litthe vadue
Decause i was not calibrated at repular intervals o sinee Jaly, 1981
Lhe records were already distorted because the proeviouws NOC eluarts

waere inaccurate,

.



The Gencral Services Specialist (GSS) informed us that USAID engineers
supervised installation of tanks in July-August, 1981, On checking with
the engineers we found that the plans did provide for a two-inch slope on
cach tank. 'This was confirmed by USAID tests made on the tanks during
the audit, USAID enlisted the services of a NOC engineer who visited
the gas station during our review, le confirmed these installation
problems. USAID officials claim that NOC was unable to provide the
technical desipgn and installation guidance., USAID cventually had to

rely on a contractor with limited experience to install the underground
fucl tanks under the supervision of USALD cngineers,

Evaporation losses

In addition (o the problem of measu ring accurate stock levels caused by
the inaccurate measurcment charts during the first year of operation of
the new pas station, these inaccurate charts made it impossible to
determine daily losses which should have been the diffe rence bhetween
what the stock record shows for cach tank and a veliable dip measure-

ment guantity cach morning,

The GSA informed us that the losses claimed and deducted on the daily
stock report were estimates based on his expurience in licu of using
the inaccurate mcasuring charts.  ‘The exact method usced Ly the GSA
to determine these fosses was unclear,  These losses were surveyed
cach month as "evaporation losses' but actuatly represcented the sum
total ot all types of losses.  Accordingly, the daily lossces claimed
could not be verificd apainst the mcasurcment charts, Althouph the
stock levels (inventorics) could not be verified with accuracy, the stock
fecards did show reccipts, sales, and inventory decreasing levels on a

daily basis,
y

Physical Inventory and Losses

In response to the audit findings on faulty inventorying, record-keeping,
determination of losses and reporting procedures, USATLD muanagemaent
ofticials adviscd us that they have been trying to resolve these problems
during the past year and in this regard consulted with NOC officials,
USAID Exceutive Otfice officials adviscd us that for Lick of o solulion
they were unable 1o cesolve the problem until May, 1982, They said it
was nob antil then that the NOC advised ther that the ooty wiay Lot o
correct the problem would be to remove the pasoline and calibeate the
Lanks by adding micasuced guantinies of wates, takang dip reading s cach
thue and preparing new measurement charts,  As a resull USATD ook
actioncdurmg the audit o inventory the pasoline in cach of the four

tanks.  The inventory process, completed one tank ot tirne, consister
| ’
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essentially of Pumping the gasoline from the tanks into barrels,

The inventory showed 5, 544 liters to have been in all fouy tanks,

This amount includes an estimated 124 literg of spillapge lossceg during
the process Plus 150 litcrs legy inthe tanks mjyed with water,

The stock records showed there should have been 7,635 liters of
gasoline in all fouy tanks, The refore, the torq] inventory at the time
cach tank wys Ccipticed and the stock measured was 2,091 liters or 27
Percent less than the total of the stock records for all foyy tanks,

The inventory showed three of the tanks short by 2,3 liters and one
tank over by 541 liters,

USAID officials said the initja) receipts, sta rting in July 1981 4 the

new station, were yged as the starting point for (he stock reports,

During the year additional receipts we pe added, issuey and so-called
“vaparation losses wo e subtracted (o 4 rrive at the final stock report
balance for each tank on the date in May or June when the tank was
pPumped out and he stock measured, They said that beginning July

1981, daily Measuremaoents of gasoline in the tynks wWoere tahen,  New

Liter PUMPs (recotmendod by NOC) were not installed untjl December
o8l Gasoline Was being receivied and dispenseqd i, aperiad gallons (1Gy).
Daily inventories Were inacceurafe because (he chavt used fo the previous
Bas station has b oy calibrated for g different sig, tank and new
Measuring chypry Prepared by the NOG [y the new si, Panks wep o

also inaccyrage einly dac (o gan) installation factors, USAD officiats
believe, baseq Cban analysis of (] st ycarty daotivity, (hig resulted

in overstating the recopdg Ui terms of what should hav,. been on hand
(based on receipts, sales normal logsey), there by um]c1'(:‘:51'1'111.".L1n;;
losses,

Related to the faulty methods of J'nvcntorying and adjusting foy losses
and rcc()r(l—k(:cping duce to inaccuraty measurement chy s, otheyp
normal loss factopry that could haye contributed to the 1y 1942 invvnlury
being 2, 09 Liters Yess than the tecords were: (g) receiving losses
caused by temperay r. reduction ferom (4. L ol delivery of (he gas
(after nud-day) when WS s Cxpanded slale due 1o hiph temipera-
taures, 1o 1, Hitne norimal utd e rp ronng Lank s, fements were made
e l'ulluwing_g Mornimg, (b) holding tank evapouration lossces, and

(¢) tank leakayes and spillages, Also, from August 1981 gy o FIVIUHSIN
1982, the station Was o crating wit] very old piston Lype purii, . which
ay not have beep decurute,  Songe confusion hag resulred ovepr (he
years because of 1y, Practice ar USATLD and the Linbassy of Labeling ail
J'lu(.tu;xljn;_{ losses gs Cvaporation,  USAID has chanped (his cHective

J'u].y I, 19u.,

Duarving Y 1947 the GsA recorded losacy on the daily stock records
of 4, 830 Titery, USATD/N olficialy advised that up ta the
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start of the new station in July 1981, losses were calculated correctly
as the differcnce between (a) stock on hand at the beginning of the
month plus receipts less sales and (b) the measured amount on hand
at the end of the month, A recent USAID analysis shows the 4, 880
liters equates to an average monthly foss of L 01 peecent of the
gasoline available during cach month of }Y 1981, An NOC engineer
informed us that for unprofessional operations to be on the very
liberal side, the operational Tosses should be about . 5 percent and
never more than one percent, It should be noted that all USAID/N's
tanks have the "free-vent" system, Under this wpen system evaporation
losses would bhe somewhat greater than if the vents were Fitled with

Pressure valves as is usually the casce,

Ancther analysis, which includes currvent BY 1982 data, shows that

the GSA claimed losses on the daily gasoline swock records of 3, 600
Liters from incepinog of the new station in July 1981 through Junce 20,
1982, Iixcept for 700 liters written-ofl as waler contaminated, the
stock was dip measurcd and the losses were estimaled because existing
and newly developed measuring puides were inacceurate.  This 3,600
Liters write-ofl equates to an average monthly loss of 00 percent of

the pasoline available (opening balance plus purchases) which, according
to NOC officials, is the usual mcethod of calculating percentapge of losses,
However, this 3, 600 Titers write-off must be added Lo the June 1982
physical inventory loss of 2, 091 Lters. This would increase the ove rall
loss to 5,691 Liters or 098 percent of availabilitics.  This COPares
with the percentapge of Tosses wrilten-off daring 'Y 1981 and would have
Leen w86 percent had it not been 1o the wnisual loss of 700 Liters
through water contamination.  These loss percentages are also within

the acceptable Tanits reconnmended by the NOC,

Finally, USAID management officials in coordinalion with the NOG
concerning what would constitute reasonable write-ofl porcenlapges
for norrogl recurring type losses, ansipned Loson percentages o these
factors and applicd the a 1o the new station activity periad (July I,
FOBT to June 30, 1982) i a reconstiructod basio, A0 oave rape yearly
temperature loss on receipt Tactor of 1.3 percent was applicd to all
receipts. This factor wis hased un actual measueed losses on fwo
June 1982 1 cipts and such losses lave micasurved ot 1. G, to5 and
Lo2 perceat for three subsequent delivecios under the ew procedures
and records systenns establisted cffeotive Jaty 1, tuslo therefore,
basced on recent activity the 1,3 porcent factor appoars reasonahle,
Another operationa loss factar of L 48 puerecnd wan taker on maonthly
pasobine availalnbivics and cove eod such Fecur it (bomns as evaporation,
bead vpo s and spillages. I theno percentages were applicd to the new
station achivity perviod, the reconstructed rocords should show that if

the records had been maintained on the basis of these loss Joocenlap e

-
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about 5,200 liters of gasoline should have been written off during the
period. We believe, however  that such a reconstructed loss of
about 5,200 lirers is sufliciently close to the 2,900 liters estimateoed
losses (3, GO0 - 700) actaally wreitten-off by the GSA plus the question-
able 2,091 liter imventory shortage to conclude that the shortape wos
due mainly to the unavailability of accurate mcasurcenient ., ..
together with the unsystermatic lamip sumn (estinates) micthod o ed Ly
the GSA in writing-off losses cach day,

Under the new records systein for taking lossces established July 1,
1982, normal recurring losses on receipt and during operations are
being calculated and recorded individually bascd on ne wly calibrated
measurement charts, This will make any unusual losses more apparent
for immediate investigation, .

Reporting on Gasoline Receipts, Sales and Inventories

hventory and utilization data veported in the "Dady Report of Gasoline
Stock are not adequately described ov arranged in a logical order to
facilitate an understanding of daily gasoline activity and losses on a

tank basis,

The presceut report format shows the stock positions of cach tank at
about 7:30 cach morning. A previous mornings consolidated balance

and previous days total issues are also shown to arrive at a total book
balince for comparison with the total of the lanks torning stock
positions.  Differences or losses are also shown but in total only as
there is no way to velate the losses Lo o specilic tank or readily under-
stand how they were determined, We belicve the daily veport of pasoline
stock should be more informative about what happens during a piven

24 hour period.  ‘Ihe report formar should be rovised 1o reflect morning
inveatories, recceipts, and issuces during the day and Closing hook

balances all on a tank basis,

We conclude that sinee estublishnient of the new pas station in July 1981,
the method for determining inventorics and reco rding lossces were

pencrally mcaningless for control purposcs,

Inanswer 1o several dralt report reconmnendations relating o Faking a
complete wventory of vasoline, adjusting stock balances, calibrating
the tanks voith the dip stick and Preparing new mcasurenvent charts,
revising the syoteom fo cordig losac s, and rovisiang e stock Eopart
to reflect meaningtul data . ratnged o Toprcal naders tandab) sequenee
ona tank basia, USATD, i consullation with the NOC, has devised and
institated, offective July 1, 1982, 0 new Hproved syatem for Feceiving,
dwventorying, determination of Losises, record-Leeping and Feporiing on



gasoline activity, Daily and monthly stock reports have been instituted
under a much improved format. These reports have heen revised to
retlect inventory balanees, receipts, various adjustments or losses
identified by type, sales, and closing balances all on a tank basis,
Adjustiments for normal losses (minor spillage, leakage and true
evaporation) will be made on a manthly basis on a monthly survey
report,

We believe USALD has done a notewaorthy tash in revising ils systemn

of accounting for gasoline, Actions have been responsive to our draft
report recommendations and should significantly imiprove internal

conirol proccedures, Accordingly, we are making no further recommaend. -
tions concerning accounting for pasaline,

While we did not perform a review of USAID/I!'S system of dccounting
for diesel fuel, the mventorying and recovd-keeping system cluding
the determination and recording of lossws was similar to that forme vly
used for accounting for pasoline, Onc diesel tank was also installed
underground at the new fuel station in July 1981, A mcasurement chart
needs to be calibrated for this tank to reflect accurate diesel

invenworics,

USAID has been aware of the diesel fuel accounting problem and intends
to take action similar to that completed on gasoline to correet the
systemn . Until this action iy completed we are retaining our initial
recommendation Limmited (o acceounting for diescl (uel.

USAID/N's review and analysis of the system of accounting for gasoline
and diesel fucl, togethicr with the audit review, were done in considerable
depth also to satisly an inquiry by the Regional Office of the Inspector
Gencral/lnspections and Ivestigations/Karachi.

Recommendation No, §

The USAID/N should (i) tuke a physical inventory of
the dicsel fuel and cstablish new control records using
the new stock report format, (b) preparc a new
measurernent chart for the underground dicsei tank
properly calibrated with the dip stick, and (¢) report
the resulls of the dicsel fuel inventory in the response
Lo this audit,
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Procurement and Receipting loe Fuel Deliveries

With each delivery of gasoline from the NOC the GSA receives the invoice
which has the dip centimeter readings converted to liters for each chamboer
in the dedivery truck. We were informed that al the Lime of delivery the
GSA verifies the invoice contimeter dip readings shown on the invoice by
talking hus own dip readings, We observed this procedure being carried
out o one tank teack delivery, Occasionally there will be o variation
but in gencral the GSAs dip readings will apree with the invoiced

amount.  This is because alter the tank trucks arrive in Katho, andu

from ludia, the tanks are topped-ofi at the NOGC fucl storage depot 1o
delivery to USAID,  The GSA records on an Avrival Report (AR) the
results of his dip readings alonp with the invoice contineier dip readings
and cquivalent Titers,  The AR s then used in conjunction with (he
invoice tor preparations of a Receiving Report (RR) for payimcent of ihe
NOC. As indicated proeviously, becausce of the NOC topping-offl procedure,
there were limited overapes or shortages on delivery of pasoline
indicating that verification (dip readings) of truck compartments by the
GSA generally agreed with the invoiced centimeter dip readings and
liters of pasoline billed for on the invoice. USAID does not actually
measure the amount of pasoline in the truck tanks but does verify the

dip centimeter readings shown on the invoice which cquate Lo Titers of
pasoline Licing billed, We belicve USALTD has been awi re Glthis general
problem wand recently has constructed @ solid level conent pad on which
the fucel trucks will rest when the GSA verihies, by dip stick measure-

ments, the delivered quantities in the tank truck comparimaent s,

Complicating an analysis of pasoline receipts is the fact that deliverics
are always made far 9,000 to 12, 000 liters (depending oa truck sizes

or availability of the fuel) whercas Purchase Orders ('O, 5) are always
prepared lor only 9,000 liters.  This results in left over quantities
being receipted for on separate RRs and appliecd to new L0 s with RR
quantitics eventually equaling total liters ordercd on the 12, O, 5. Ior
example, on a delivery made on October LG, 1981, 930 liters wore
receipted for an RR 005 to tap-off 1°. O, No. $1-292. ‘The batance of
£,018 titers were recorded on RER 006 and apphied auanst open 12, O,
Noo #81-3000 On another delivery 900 Liters werc used (o top-otl 12,0,
No.o 81-281 and the oxcess of 70 liters we re applied apaimst a new

.O. No, 8i-292. Further complicating the receipt and payment process
15 the NOC's nractice of submitting one invoice cavering several

PoOVse We think the topping-aff of 'O s by splitting deliveries and
applying against various 1O s s ditficult 1o follow, requires additionad
paper work and unnedessarcily complicares rocerd-tecping, reparting
and payment proceduces, Daring 'Y 1981 20 1O s were insucd for
gasoline,  An additional 16 1. O, 5 woere Issted 1 FY 1981 Tor kerusene
purchascd on the same bhasis

and dicsel fuel, These items are being

as pgasoline,
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In reply to our draft report finding and 4 recommendation directed

at improving controls on receipting and payment for fucls, USAID
devised a new system effective July 1. 1982, The evstem will require
each P.O. to be issued for the maximum tank {rack capacity of 12, 000
liters instead of the current minimum of 9, 000 Liters of fuel, Because
ol shortages and occasional delivery difficaltics on che roads from
India, USAID mus. take delivery on whatever amounts are available,
Under the new sysicin, cven il delivery is Less than the L2, 000 Niter
truck capacity, the 2,0, will be closcd out excess fands deobli-
gated. Thas, cach NOC invoice will be against one PLOL, one delivery
and one RR.  Although the number of 22,0, s Imay increase duae (o some
being incomiplete, the system will be simplificd resulting in casy to
follow transactions, a factor of major concern to USALD,

We belicve the above oporational changes will simplify and iprove
controls over the fuels procurenent, reccipting and payment process
which as previously practiced could have resulted in crrors, As a
result we are making no further recommendations,
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Fuel Dispensing Support Services

Utilization of gasoline by type of transaction i.c. , official use and
other purpuses by recipients for the month of January 1982 shows that
out of 1¥, 300 liters dispensed 10, 100 liters were billed by the
commissary and the balance of 8,200 liters were dispensed for
official-use vehicles or official velhicles usced for non-official PUrpoOs s
which were billed by USAID.  Of the 10, 100 Liters billed thraugh the
commissary, 5,588 Liters or 55 percent was dispenscd 1o official ALD
Projece vehicles, 2,084 liters or 21 percent went to otficial vehicles
1,932 liters or 19 percent to ALD D/H and contractl
employces, and 495 Liters or % poccent far use by kmbassy/lLiincoln

of the Lincoln School,
School employees and conunissa ry operations,

Scotion 514, 1(r) of the Uniform Foreipn Aftairs Repgulations (UFAR)
provides for the "post cmiployee services or facilities' organization to
provide a varviely of support-type services for the niission.  Both
USAID and lmbassy forward copivs of daily non-official usce gasoline
issue reports to the commissary for billing the individuals, USAID
projects or the Lincoln School, After the close of cach month, USAID
bills the commissary 10 recover the cost of the fuels and deposits the
funds back inta its operating expense account,  The commissary then
bills the customers,  USAID also assuimes the cost ol receving,
storage, dispensing of pasoline and diesel fucl and reporting on sales
for bitling by the Ccormniissa ry.  Inoceffect, USAID docs everything in
connection with these sales excopt billing and collection of receivables

which hivs heen assigned Lo the Conunicuary,

Fuel Sales for Lincoln School Operations

The Embassy is located a considerable distance away from the USAID
on the vpposite side of the city,  This makes il difficult and Line
consurning to travel Letween the two points. For this reason USAID
and Fimbassy have a joint agreoment (o provide support services for
cach other when it is convenient and covaomical to do ao, For
exarmple, becanse of the nearness of the Lincoln School and (he
cotmnissary to the USAID compound, USALD proavides pasoline to
support the operations of these organizations and its cinployees, It
would he more costly fur the school's bussces (o (ravel daily to the

Embassy for duty-free gasoline,

USALD dispensces duty -(ree gasoline to the Lincoln School and school
teachers based in part on a determination by o former Ambassador
dated April 2%, 1979, The Amibassador by hia delegated anthority
under Section 921 ol the Forcign Service Act of 1940 and faking into
account the relevant provision of the bilateral agrecnenlts between
the U, S, and Mepal, made the doertermination that the American stall
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of the School have various privileges. Specifically mentioned were
commissary privileges, use of the Fhora Durbar Recreation and
Medical facilitics and, in some cases, pouch services, The doter-
mination, made in the interest of morale and to facilitate the hirving
of good teachers, did not include duty-free import privilepges
hecause this would have required special consubtation with the GON
and a support agreement with the Embassy to clear things th rouph
customs. Such an agrecment would have involved an expensce the

school may not have wanted to assume al that time,

The authority of the Lincoln School and ifs teachers to obtain duty -
free gasoline from the USALID oy Kmbassy pumps has been inter-
preted by USALD as invplicd in the fact thal they have acceess to the
commissary and the connnissary in conjunction with USATD and the
Embassy have beon selling daty <frec pasoline for hany years, Also
included in the Ambassadorts determination was his conclusion that
the Lincoln School is affiliated with the U.S. Mission and can be
considered an element of this Mission, e also said, the GON by
varjous acts over the years, recognizes the link Letween the

school and the Mission, These conclusions were based on an Embassy
study of the privileges and immunities for maembers of the U, S,
Mission to Nepal, and a report on the school's history and

antecedents.

We question USALD sclling of such large quantities of duty-free fuels
to the school and s ciployees for any reason on the basis of
Chapter 500 of the Uniform Foreign Affairs Regulations (UL 1)
entitled "Post Employce Services' dated April 3, 1981. Section
512(c) of this regulation provides that post employce services or
facilitics may include services or facilities, not otherwise provided
for under appropriated fund programs, which arce intended primarily
to provide support to comployeces and their familics o dependents

at posts abroad --«--0 Part 514, 1(1) Limits the clagibility of
recipients of post ciiployee services by stating "the scrvices and
facilities provided at a post are available 1o 1the Amcerican personnel

and dependents of all civilian and military apencies of the ULs,

Government.  Contract cmployees of the 11,5, agoncics L

steamentalitios, or Uls, Nationals whose presence abroad is for

the purpose of inplementing UL S, [ede vally-funded programs under

the jurisdiction of the principal officer may also he extended these

srivilopes = -aws . (undertine ade ed,
v ui JON 7

Due to staffing reductions in recent years, USAID resources (o
provide support scrvices to the Lincoln School and for project

operations are limited in terms of staff required to procure, stare,
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dispense, maintain records, handle requisitions and advise the
commissary on sales. To operate its vehicle fleet the school
used &, 084 liters or 11.4 percent of the 18, 300 liters dispen od
by USAID during January 1982, School employces used only 105
liters during the month,

Although no Nepalis attend the schoul, students from the U, S,
Mission ave in & miinority compaied o students from the foreign
community, For the 198171982 school year unly 62 of the 158
students were Amcrican and only 35 of thuse were dependents of
the U.S, Government employees or related contractors,  Nincty-
SIX 0r U] percent of students were dependents of expatriates,

In our opinion, USAID is not responsible for capporting the Lincoln
School, USAID does not Lill the Lincoln School for this service and
no credit was given to USAID under the FAAS cost-sharing systems,

We believe the oaly solution would be for USATD Lo discontinue
these services or add a 10 percent scrvice charge to its monthly
billings to the commissa ry to recover operating costs of providin,
gasoline to the Lincoln School and its cmployees., These costs
include losses duc to cvaporation and other handling lossces which
normally increase with the Quecctity ol pas handled, A service
charge wonld still be much cheaper for the school than procuring
the fuels on the local e OOy,

Recommendation No. 9

The USAID/N should cither discontinue the practice

of providing duty-free fuels to the Lincoln School and
its employces or add 4 10 percent service charge to

its monthly billings to the COMmMMmissary to recover

the costs of providing these SUpport scrvicues,

Fuels Sales for USATD/HMG Project Operations

Procedures for requasibionimy and dispensing pasoline from the USAID
gasoline station were inconsistent and did not s su .. that ol the
gasoline dispensed for USAID/HIMG sponsored projects had actually

been ordered by project oflicials.



As of January 31, 1982, about 33 percent of the gasoline being
dispensed by USAID was being used to support operations of seven
USAID/ITMG projects.  Usage of the USAID station is cxpocted to
mcerease as project officials switch from purchasing fucls from

the Fmbassy (o purchiasiog from USATD hecause of the heaper
price ou sales for projects which are no langer proceasscd through
the commissary,  Ouar sarnple review radicatod that only the
Integrated Cereats and Inpui Storage projects had an adequate
requisitioning system, Requisitions submitted by these projects
stated not only the vebicle number but also the amount of gasoline
requested, This was an indication that project officials w.
controtling the amount of pasolime used on the projects, bl on

the Resource Conservation and Utilivation (KCU) Project

Noo 1032, which cucrently purchascs about GO percent of the gasoling
dispensed for projects, the requisitioning procedure was inadequate,
The RCU requisitions only wientioned the vehicle number and in
addition authorized additional gasoline to be provided o an un-
specificd number of jerry cans.,  The USAIDs issue reports then
reflect only one amount that varied from 100 to 177 liters dispensed
per trip for the several RCU vehicles, These totals were apparently
applicable to gasoline supplicd to both the vehicle and an unspecifioed

number of cans,

In arder to properly dispense and control the larpe amount of
gasoline used by the RCU projeet, ive., 3, 500 liters (921 patlons)
in January 1982, and possibly other projects as well, USALD shonld
require project officrals to revicw and revise its requisition forn
as appropriate to spocify seperately the amount or pasobine reque sted
for cach vehacle and e nambe v and coave of Jerry caus to be fitled,
USAID should alao il taute o podicy o ot honoring project re-
quisitions for fucls that do not speciy the quantity of tucl for the
vehicle, the namber o cans and quantity of fuel for the cans
suparately. USATD should also require the GSA (o record these
sales on their issue reports by separvate Line items, . o, , dalmounts
for vehicles and the number and amound s applicable 1o the cans so
that entrics on the reports will conform with (he requisition

‘l(.l":’ln

I reply to a recomimendation contained in our drall report, USALD
.undv r AID/N Notice 82-58 of Muay, 1982, instituled a noew jProcedire
for the sale and dispensing of gasoline and dicsel into portia. te
containers (Jerry cans) or barrels for ficeld trips and for project
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operations.  The new procedure now requires such purchases to
be processcd through usce of USAID's Standard NIEI-48 requisition
form identifying the tuels, quantities and containers in detail,
llach requisition form must be signed (authorized) by the Contract
Team Leader and approved by the USAID's Executive Off.. -
before the items are issued by the GSA, A copy of cach exccuted
requisition is then returncd to the Contract Team Leader through

the appropriate USAID project office,

We consider these revised procedurcs fur controlling the dispensing
of bulk fuels (o be adequate,  For this reason we are malking no
further recommendations,



Fuel Sales Prices

Becanse of an increase in the exchange rate of all transactions paid
atter September 19, 1981, USAID and Embassy irtave been paying less
for gasoline and dicsel fuel but have nof reduced the selling piice of
the Tuels to thenr cnstomers,  USATD and Embassy had continued to
bill the commissary, and the commissary continued to bill the USAID
and Fimbassy cusfomers al inflafod rales, thus rmaking a profit on
gasoline and dicsel fuel sales since November, 1941,

Under its Contract No, AID 367-95 with (he Nepal Oil Company, USALD
and Embassy were paying $.47¢ 84 per liter of gasoline whiie charping

the commissary $.48 per Liter,  With the imcrease in the exchange rate
of Sepltember 1981, USATD and mbassy have heen paying onlv $. 43316

re.

per titer of gasoline, Towever, USATD and Embassy continued ta bill
the commissary and the commissn ry ite castomers at the $.48 rate
making a o046 profit per Liter of hearty 10 percent for deposit to
operatling funds,

Also under its contract with the Nepal Oil Company USAID was paying
$.395 per liter for diesel fuel while cha rging the commissary $.41 per
liter. The $.41 per liter rate was excessive even before the increaso
in the exchange rate. This $. 41 rate was determined by converting
the $1.88 per gallon rate used by USAID for years into $. 4] per liter
upon changing the dispensing system from pallons to liters in January
19820 "Then with the favorable increase in the exchange rate of
September 1981, USAID's cost d ropped to $.3582 per liter for diesel
fuel but USATD continued (o hill the corumissary and the commissary
its customers at the infliated $.4) rate.  This resulted ina b, 052
profit per liter of dicsel fuel beinpg deposited (o operalting funds,

We brought this incorrect pricing of gasoline and diescl fuel to Lhe
attention of TISALD and Embassy officials for discussion and action by
the Mission and the Commissa ry Board. Since USAID must recover
it costs, including evaporation losses, we believe USAID should
start billing the commissa ry (for March and future sales) by rounding
off the cost price upward to the next half cent. This would Le h, 135
per liter for pasoline and $. 30 pertiter for diescel fael.

USATD should alsa repay the commissa ry the difference between the
cost and selling prices i, e,, $. 045 per Titer (b, 48-%. 435) for gasoline
and 5,05 per Liter (b, 41-9. 36) for diescl fuel from the {ime USAID
actually bepan selling these cheaper fuels through February 28, 1982,
Our review indicated that all gasoline and diesel fuels procared al

ithe more expensive riates would have been sold by about mid-Novembe r,
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but to assurce being fair to the commissary, we believe USATD should
reimburse the commissary for inflated USAID gasoline and diescl

fuel billings for a period of tour months, i.¢., (rom Noveniber 1, 1931
through February 28, 1982, This amounts to sales of 38,053 1iters of
gasoline al the $0. 45 overcha rec o per liter av b, 712 and sales ol

1,408 liters of diesel fucl ot the b UL Overahia ree per hiter or $770. -0,

Since total refunds due the commissa ry of $1, 782,40 arce derived

from overcharging USAID gus and diesecl fuel customers, UsALD should
assurc these profits arc used ro the satisfaction of USAID, and for
wellare and recreation association activities as provided for in the
Uniform Foreipn Affairs Regulations (UFARs) Scction 514, Ieg).

USAID, in conjunction with limbassy, should adopt a uniform policy
of adjusting the commissary billing rate for fucl price increasces duc
to procurcement price increasce: and/or substantive favorable exchange
rate moverient, We believe rounding-off the current cost vrice up-
ward to the nearest hall-cent would be reasonable as it would permit
recovery of costs while eliminating the need for handling fra. tions,

USAID should alsa review and evaluate the Innrdensome effect the
handling of all USAID gasoline and diescl fucl salos and maintaining

the accounts has on commissary operations, 1f considered appropriate,
USAID should assume billing for all USALD official sales for support

of project uperations,

ln responsce o several reconmmendations contained our dralt report
concerning pricing of fuels and handling of USAID sales accounts,
SAID/Embassy tool the following actions:

(a) USAID/N refunded the overcha rge to the commissary
for gusoline and dicscl fuel by applying the $1, 782, 40
as a credit on its March 1982 billing 1o the comimnissary,

(b) USALD/N has put the commiissary on notice that USAID/N
will require a written certification that the vrefund ¢rer L
of $1, 782,40 was v d for purposces spoecificed in the
UFARs (Scotion w01, 1),

(c) USAID/N wnd Finbas oy agrecd on a new fucls pricing
policy clirveciive fMarch I, 1982 per USAID Notice Na's,
B2-58 of May, 1952 and 82-73 of June, 1982, Prices
charged to the commissary for fucls were reduced
from $. -8 to 3}, 4135 per liter for gasaline and from $. 41
to $.36 per hiter for diesel fucl, The conunissary
reduced the prices to $.45 per liter for gasaline and

retained its seiling price of $, 41 per titer lor diesel fuel,
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This allows the commissary to make a small proflit for
handling thesc accounts which previously had been
handled free of charge. It was also agreed that future
sales price increases would be rounded to the nearest
half-cent above the cost price.

(d) Effective with the month of May 1982 per USAID Notice
No. 82-54, the accounts of authorized AID funded U. S,
Contraclor vehicles (defined as those registered to the
contraclors primarily for official business and for the
exclusive use of the U, S. Contractor team on the
projects) were removed from the commissa ry's respon-
sibility and assuwmed by USALD M/ Controtler for billing
purposcs,  This will relieve the Limited cConmmissary
stafll and maore importantly will permit these ALD funded
projects to obtain the fuels at USAID's cost, in licu of
the commissary marked-up prices of $. 45 for gasoline
and $.41 for diesel,

We consider the above actions to be responsive to resolving fucl pricing
overcharges and to firm-up current sales prices and procedures,
Accordingly, we are making no further recommendations.



Fuel Pricing Controls

USAID has no effective procedure to assure that changes in fucl costs
resulting from (requent amendments to USAID procurement Contract
No. AID 367-95 or chauges in exchange rates would be promptly
reflected in USAID gasoline and diesel fuel sales.  This has resulted
inoverbillings,

The GSO obtained the billing price from an Embassy Informational
Notice No. 73 dated July 30, 1980, This notice advised all u. s,
Government employees that effcctive August 1, 1980, the price of
gasoline would be raiscd to 5,48 por Liter. For diesel fucl the GSO
usced old imperial gatlon cost data converted to cost per liter instead

of monitoring current payments under the current NOC fucls Contract
No. 367-95. Both gasoline and diesel fucl are cur rently being received
and paid for by the liter,

Exclusive use of outdated Embassy sales pric: intormation on gasoline
15 insulficient because, as is now the case, such a price imcludes a
commissary mark-up on top of USALLY S ¢t poer Liter at which the gas
should Le billed to the commiss.a ry. loaddition, there is no assurance
that a1l pricig amcndments to the USATD Congract No. 3u7-95 have
been reflected in Emnbassy or USAID issucd notices.  In vrder to assure
recovery ab costs without overbilling, USALD should rely onocurrent
procurement and payment data, rounded to the next half-cont pior liter,
when setting billing prices, Revised bhilling rvates should be caleulated
as contract prices chanpe or when exchange rates are revised,

Keeping the Mission appriscd of current cost rates for pasoline and
diesel fuel by reason of contract cost amendments or movement in
exchange rates and subscquent Lules price adjustments should be the
joint responsibility of the Embassy and USAID, We found no effective
system for monitoring fucl costs and making prompt adjustrnents to
sales prices. In response to o recommendation ineluded in . draft
report covering improvement of conlrols on fucl prices, a4 ncosw
IKmbassy /USALD procedure has been formalized (o onitoring fucl
prices and effecting prompt price adjustiments in the future:

(1) USAID AN/ Procurcinent Offico 15 responsible for re-
porting cost changes, under its fucl contract with Nepal
Qil Company to the Exceutive Officer (FXO), FM/
Controller and AM/General Servvices Oflice (GisQ).
The Controller and GSO are responsible Tor monitoring

prices during the billing process.
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(2) Currency valuation changes are verificd by the Embassy
B&F Office and reported to the Mission Administrative
Coordinating Committee (MACC)., USAID's Assistant
Director and EXO are members of the MACC., MACC
has the responsibility for determining the cffective date
and the amount of price adjustments for gasoline and
dicscel fucl due to cost increases or currency valuation
changes. USAID fecls these procedurces should preclude
unwarranted delays in effecting price adjustments in
the Muture,

We consider the above actions to be sufficient to establish an adequate
system to effect timely changes in fuel sales prices., The refore, we
are making no further recommendations,



Pricising ol Sales Transactions

In addition to recording the liters of fuel sold by recipient on the
Issue reports, the USAID's GSA was costing cach sale of gasoline,
diescl fucel and motor oil on the fucl issue ceports belore sending them
to the commissavy (Copy to USAID/AM/GSO) for cusiomer bhilling
purposes.  The commissary was accepting the GSA's cotnputation
generally without verification,  Our review of the GSA's pricing
procedure on 650 transactions for the period from January 1, 1982
through March 5, 1982 revealed 17 errors in the price lor a 2,06
percent crror rate. . We verified actual commissary billings for these
17 transactions, Of the twelve crrars made driring January and
February, 1982 all but two had been recorded in the custome rs
accounts at the incorrect price. I left uncorrected these crrors would
have vresulted inanet loss to the commissa ry of $200 15, Reasons for
the crrors were not always apparent but the GSA was aperating with

a self preparved prive list vather than a caleclator.  Some crrors we e

obviously duc to misreading the list.

These crrors were brought to the attention of the cotnmitssary officials
and action was tahen to correct the accounts and Lo prevent future
billing crrors. We aloo discussed with conmissary officials a4 more
simpliicd method of recording sales that would minimise computations
and thercfore errors. We supgested using one price computation at
the end of cach month to determine the amount die on cach decount,
We question the propericty of the GSATD's GSA being involved in cal-
culating fuct prices for the connmissa ry. The GSA i not cquipped to
perform this function and the fucl issuc reports were never mdended

for providing this iaformation. It is not part of the GSAY, dutics,

In response to vur drait Fepart recommendation, USATD advised thiat
the GSA's practice of computing suales prices on the fucl issuce reports
has been discontinued., Therefore, we are making vo reconnnendation:

in this repard,
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Personal Property, Warchousing and Fire Safety Precautions

Property Recordkecping and Inventory Controls

Foad good manageinent purposes, the warehouse operations and
record-keeping practices for nonexpendable property (NXP) were
inadequate and in need of improvement.  Slack record-keeping war,
observed in the NXI? arca,  The deficiencies found in the NX
inventory controls and record-keeping could result in undetectod
losses and causes difficully in locating shortages between the records

and inventories,

Individual Stock Record Cards

For verificalion of individual stock record cards (OI'-129) we selected
a sampling of stock cards on office machines consisling of typewriters,
calculators and adding machines, plus & number of refrigerators issued
to residences. On a random basis, we sclected 47 of 1064 (29 percent)
of the sorial numibered cards maintained on typewriters, caleculators
and adding machines.  We found that out of the 47 ca rds selected, 21 or
45 percens did aot show the correct location of the office machines,
Also, for «  tric typoewriters, 10 of 17 samiple cards did not have the
tssue dates and no OF-129 cards were being roaintained on 27 of 59
clectric typewriters although they were included in (e composile
summary card. This presents a control problem because the composile
card gives no details,  They show only a total for reconciling to the
individual cards, It is difficult (o trace mventory shortages without
accurate individual stock cards, For example, the stock card on one
electric calculator, sold on September 5, 1981, still showed the
machine as being issued to M in July 1979,

The reason given for not Keeping current and accurate stock cards,
including scrial numbers was lack of staff. However, the cards wore
updated or corvected shortly after we advised the GSO officials of the

deficiencies.

Cumulative Stock Control Cards

Stock Control Card (OF-131) is uscd to record cumulative balanee s
for all itenmis of expendable (except cupboard stock) and nonexpendable
property carvried in stock,  This card contains minimum and NIaX i
Levels bused on past expervicnce. The absence of (his data could lead
to msutlicicnt stock oo an ove vrupply of stocks The General Services
Specialist (GSS) was not tully coginzant of the purpose of the WX
Stock Control Curds, but he said they are planned [or completion


http:W\'e1r.lt
http:leCCUrd.7i

during FY 1982, USAID had completed these records for expendable
supplies including a system for flagging dead stock items. As a
result, procuremoent and record-keeping on expendable suppl.cs was
under control.

At the conclusion of the audit, USAID/N had taken corrective action
on our draft report reconmendation to complete and maintain both
individual locater and cumulative stock cards on a current basis for
all NXP as required by HB 23 Chapter 4, We were also advised by
the USAID/N Exccutive Officer, that the staff of the Property Manage -
ment Branch is to be increased. Accordingly, we are making no
more recommendations in L‘his‘area.‘

Physical Inventory

For physical inventory verification, we restricted our sample to
office machines and refrigerators issued to residences, Along with
Froperty Management Cffice (1’'MQ) personncl, we took a physical
count of all typewriters, cateulators and adding machines in the
office complexe The physical count was verified with (he composile
stoclke cards and we found a shortage of one manual Ly pewriter.

The typewriter was cventually located. It had been transferred to a
new outside Llocation on a loan basis without wuthority and without
mfoerming the Property Management Branch,

For refrigerators issued to the residences, we checked the residential
inventory listings signed by the occupants, In peneral, we found the
listings were signed and the refrigerator scerial numbers properly
recorded. However, inone casce a replacement made on June 18, 198
was not recorded until we braught ivto the attention of the PPMO
officiuls,

For I"Y 1981, NXP overapges wortl $3, 006 and shortiges valued at
52,387 were adjusted i the certified amual inventory as of September
30, 1981. Inventory overages of $3, 311 and $3, 553 anel shortages of
P2, 48 and $2, 778 were also reported for BY 1979 and Y 1980
respectivelys As of September 30, 1981, the total mventory of all
NXP prepercty in USALDYS warchouses, residences, office compiex,
vehicle:, and connnoditicos - transit, was B, 112, 042,

The GS5 adviscd that the reasons for the discrepancies cach year
were sarne ervors in counts and because much of the NXP was old
nonstandard property reccived as excess from otlier USAID/S, This
causcd problems in Clasyifying the property fron Gne mventory tao

the next resalting in dimerepancies, The disoropancies were reportoed
to AD/W (SER/MOY 0 accordance with prescribicd procoedures,

The USAID Exccutive Officer wdvised thal Lk o physical inventory
of NX LU is a6 month process, The Y 1942 mventory was in process
and will be completed in September 1982,

- ‘4(: -
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Storape of Nonexpendable Property

The storage of nonexpendable property in all three warchouses was
considered substandard and inadequate,  The prouperty was not stored
to facilitate inventory taking and reconciliation or to facilitate iple-
menting an cfficient, sccure and ceonomical warchousing program as
required by HI3 23, Scction 226, The fu rniture, cequipment and other
property were stored in three warchouses in a mixed condilion,

For example, dining tables were mixed with sceretarial desks, dining
chairs with casual chairs and steel folding chairs with such items as
Llawn mowers, The furniture surfaces were not padded for protection
against scratches ov damape.  Most items had w thiek layer of dust,
Upholstercd sofas and drapery materials were not covered., In short
the nonexpendable praperty appeared to have been placed where
convenient rather than carclully arranged to facilitate maintenance

of an cconomical wa rehousing program,

During the course of the audit, USAID/N completed actions reconmmnend. d
inour draft report with reference (o sorting and arvanpgiog the NX1 in o
orderly manncr and ine reasing protection of the property against damag.e
and dust, Therefure, we are making no additional recommendations,
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Fire Safety Precautions at USALD Office/Warchouso Complex

The normal fire safety precautions are lacking at all three warchouses
and the USAID complex of buildings, There are no fire hydrants or
fire hose stations around the warchouses or the USAID complex.  Ouly
one warchouse had one installed fire extinguisher of 2.5 lhs, ol
has 145 fire extinguizhers of various sizes ranging from 2.5 1o, 1o

20 1bs. of which 4% are in stock., The balance of 100 extinguinh rs
mcluding those of 20 lbs, capacily are reportedly instulled in the USALD
office building complex and the USAID's 25 leased residences.

Due to the different five-fighting capabilitics in cach city of cach forcipn
country, the distribution of five-fighting cquipment recominendaed by
the General Services Administration under (GSA) FSS-WO-9, 4 may not
be practical. In our opinion, [ire-fighting capabilitics in Kathmandu
are minimal,  Howcever, the GSA recommends that, at a nminimum, one
twenty -pound fire extinguisher fo class C fives should be available in
cach warchouse for cvery forty square mcters of warchouse space and
that fire extinguishers or fire hose stations be marked,  As HSALD

has no five hose stations it st vely solcely on Tire extinpuishers or a
water truck which, because of ils use for supplying water to houses,
may not be available when a five breaks out,  USAID plans to provide
new radio cquipment for all of its official and key spuecialty vehicles
which should improve the utility of the water truck for fire proteclion,

USALID huas a source of water on the compound.  But, there are no

I )
pipes to carry water to strategic points arcound the compound, and no
hydrants, puinps or hosing to make effective use of the water if

distributed,

At the tinie of our review in May 1982, USAID had ouly two 20 1bs,
capacity extinguishers in vrescerve that were operational, lesxtinguisher
stations had not been identified and clearly marked in the warchouscs.,
Extinguishers were placed aronnd the USALD office complex although
the Jocations were not conspicuously marked,

We believe USATD should upprade ity lire-fighting capacity hecause of
the Timited Local Fire-Tghting capability and the condition of these old
USALD complex builidmps,  Additional coguipmient such as pipes, hydrants,
putaps and hosing should be provided,  More fiee eutinguishers of the

20 Ibs. capacity shoutd be procared (Or placeinent in the warehouses

and the USAID olfice complex,

In response to our deaft report recommendation regarding apgrading
the fire-fighting capacity at the USAID/IN compound, USAID/N oificials



advised that certain actions have been completed,  Existing fire
extinguisher stations have been cloa rly marked, twenty-three additional
extinguishers have been installed around the warchouses and 48 new
extinguishers have been ordered, USAID/N's Exccutive Office

officials also adviscd that a fire policy and plans were being prepared,

Accordingly, we are Himiting our recommendation to upgrading the
overall fire-fighting cuapability of USAID/N for protection of the entire

USAID/N office/warchousce complex,

I.'{ccounn.-nduli_un No. 10

The USAID/N should complete a fire protection plo

to include provisions for the procurement and plac.-
ment of equipment as piping, hydrants, pumps and
hosing needed for upgrading the fire-fighting capability
of the USAID/N to cover the entire USALD/N complex,



Motor Pool Operations

USAID has an approved vehicle fleet of 29 vehicles,  But the present

flect has 30 vehicles of which one non-passenger type vehicle is carnuarkaed
for disposal in F'Y 1982, Of the present fleel, 6 are passcnger and .|

are non-passenger vehicles,  All vehicles except the Director's velin 1
are in the motor poole For the tnontenince and operations of the notor
pool vehicles, USAID ha. providod the =crvices of 12 mechanics and 27
drivers throupgh a local contractor.  In addition to official business, use

of the vehicle flect s tnade for nonaffhicinl purposes including transporta-
tion to-and-from work fur Amcerican emiployees without F OV at post and

Forcign Service National (I°SN emiployees).

ISLlfvly l‘)l‘(‘('_r._l.li_(_il)ll:; on USALD C“I”I;‘l.“_“ﬂ

The tnotor maintenance shop has an arvca of about 3, 800 square feet,
For the entive shop arca ouly 3 dry cheneal 2.5 1ha, Capacily fire
extinguishers were praovided,  We feel a namber of Ta rpger dry chemical

or COZ extinguishers should also be installed in the area,

The maintenance shop has been provided with a fivst-aid Kit, G he b

is kept in the tool room arca, Qo examination we found that the kit bad
an inadequate and unsanitary supply of dressines for wounds,  There was
no cyewash available o the maimtcnance shop,  Some time ago USALD
procurcd 12 first-aid kits primarily for use on ficld trips, but they
could ulso be used around the USALD Headgquarters Complex, We saw
four of the Kits stored in one of the warehouses all cquipped in varymg

degrees but none were satisfactory for cmergency support purposcs.

We concluded that even thoush USALD vecasionally procurcs medicat
supplies, there was no acceptable torst-aid it in the wa l"'ll(}ll:v(f/\NUI'I\:ahl}l),
motor pool or USAID Office Cormplex arcas.  In view of the Tong distance
between USATD and the Finbassy medical unit, USALD should provide
several suitable fivst-uid kits for cnnergency use. 1 y should he located
in the motor maintenance /warchouse offices and other Key arcas in the
USAID Complex. The Lits to be placed in the mator maintenance /ware-
house arcea should include medicines appropriate for treating the type

wounds normally incurred in those arcas.,

In reply to our draft report recommendation concerning the need to
provide, (o) additional and large extinguishers in the motor maintenance
arca, and (b) adequate medical kits in the warchouse, molor mmaintenance
and other key arcas around the USAID/N Compound, USALD/N rmanage -
ment officials advised that cight additional Larpe extingaishers were

placed iu the matoe mainienance area in Junce, 1982, In Aupaast, 1982,
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medical supplies were purchased and medical and similar first-aid
kits were upgraded. The kits werc plisced in the motor maintenance,

warchouse arcas and other key points around the USAID/N Compound,
Periodic inspection of the kits will be made to assure they are kept in

satisfactory condition,

In view of the above actions we are Mmaking no further recommendations
in these arcas,

Daily Velicle Usape Repor

USAID maintains a daily Vehicle Usage Record (Daily Trip Ticket)

for cach afficial vehicle, Flowever, USAID dues not prepare one trop
ticket for cach officrl volicle vach day, but changes trip tickets with
the change of drivers,  Soma Gines o veliclee will have as many as
trip tickets per day, with anly o 1w trips per ticket,  Itach Lrip ticket
has 20 lines which can record 10 round trips.  In our opinion,
excessive use of these forms is a clear example of waste with no
significant advantage to the systei, I USALD wishes to kKeep a record
ofdrivers ona trip basis, a column could casily bLe added 1o the ticket
format for the drivers (o sipn at the start and completion of cach trip,
The curvent procedure vesalts in o magze of documientation that is
difficult to follow and presents a problem for USAID iu storing and suab-

sequent disposal of these fornis,

In answer to vur dreart report recommendation that the trip tick o
format be revised Lo require one ticket for cach veliele cacl oy, with
drivers Leing identifiod through o signatur.: proceduare, USATI N
management officials advised that o new trip ticket formatl (saailar

to that recommended) has bheen finalized and wall go into offect
mimecediately,  The new trekels desipned to be used e for cach vehicle
cach day witi drastically cut the number of forims gencrated cach day,
The new torins provide a special coluna for identification of drivers
for cach travel period driven by a particular drive e, Acvordingly,
corrective action has heen completed and we are making no additional
recommendations,

Vehicle f\'lunlh_]i_‘[ll ilization RL’.BLL'_'.L;

A monthly utilizarion report is prepared tor cach vehicle, Our fest
verification of these maonthly reports for the pertod feom July 194
through February 1984 disclosed (hat Lhe reports were incomplete in
some respects. Hone of the reports veritied had the monthly totals of
operational and wdle-tinne of vehicles,  The tonnage hauled by non-
passenger veliicles was not recorded. Vehicle Kilome e r USape Was
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not converted into miles as required by the instructions. Verification
of the accuracy of the reports was questionable, One mistake in
report totals resulted in an understatement of 989 miles.

Vehicle ]nV(:l'lt(!_{X_B_:]lgE_!

USAID received the computer print out of "USAID Motor Vehicle
Inventory' as of March 31, 1982 from M/SER/MOG/OPM.  After review,
verilication and recording of current mleapge for cach vehicle, the
inventory reporl was sent back to AID/W on Nay 20, 1982, The odomeier
readings of the vehicles were recorded without identitication as to

miles or kilometers,  The Kilometers were mot converted toamiles oar

so identified by a footnote, Reporting on wimdentificd vaistiure of miles
and kilomicters would distort whatever AlD/W sleans from this report,

_\_tiv]li('l\: f\‘l()nlllly Stiatfatveal I\'a'],)ul'l

This is @ sununary roport on cach vehicle Qiving the statistical details
of vdormecier readings al the beginning and end of cach month, nul. s
driven, gas consurmed, miles per gallon, labor casts, cost of Pt

and other data. For owr tent v rirication v selected 5 months from
January through May Tobt, VWo veritiod i odomcter readings recorded
on the daily trip tickots, with 1. begimng and ending maonthly readings
recorded on the vehicle ronthly wtatistical reports, We found that the
trip ticket readings were not always transcribed accurately, The month
of January 1981 had four ¢rrors and one error was found in cach of the
other four months, As these crrors arce reflected in the total miles
driven, computations of miles per gallon (MPG) were also imcorrect,

Since the data from these reports is used in evalaating USAID's motor
pool aperations and in the prepacation of the M540-1 Motor Vehicle
Duta Report tor AID/W, greater care should be talken o their
preparation,

Vehicle Data Report (U-4940-1)

Regulations requive the submission of the -510-1 Mator Vehicle Data
report to AID/W not Later than October 15 of cucls yoear. On QOctober
I, 1981 USAID subnutted ths report for the fiscal year ending
Seplember 30, 1981, 1o (est the aceuracy of this report we selected

labor costs, miles travelled and gallons o fuel consumed,

Labor Costs

We verified the total Libor cost reported in the individual motor vehich:
monthly statistical reports for 1Y 1981, Our review indicated that the
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labor rate and labor costs recorded in the report were not realistic
when compared with the current costs for mechanics.  The U-540-1
report is prepared in order to charge maintenance costs to cach
vehicle, but it was apparent that the $.35 hourly rate used in the
report had not been adjusted in recent years, 1t was not (lear how
the rate was determined or whidd i¢ ineluded, L dahy case, the rate
should be based on divrect labor costs and payroll burden for

Iln:n'lul“l(:; ulll') .

In reply 1o our draft report recommendation (o develop a o st
maintevance shop hourly rate for costing jub orders and proparation
of maintenance cust reports, UWSAID/N anageiment officials advisod
that the tncethod of computing the veliicle nuintenanc o shop rate has
been revised, 1t was developed o accordance with veporting
mstructions to include the current contract price for dircet labor
and related payroll burden costs for nacchanics only. The new ratce,
determined to be $.82 per hour, will be monitored and updated
periodically,

After a review of the rate computations, we belicve USAID/N has
significantly improved the accuracy of the rate and its cast reporting

system,  Thus, no further recommmendations are being made,

Miles ;_l:_l_‘.ix\'c‘ll(_:‘(;!."giv!l(_l Fuacl Cull:;lnl'l__\:i

We computed the wniles travelled and fuel consuamed based on the
vehicle monthly statistieal sunmaa ry report. Our computation b ed
on the monthly statics tooal e prorts sheoowed the mileage reported i the
U=540-1 report wae e by 2, B2 iades and fucl consurcd wis

short by 275 impervial pullons,  The reason piven for the shaortages in
the data reported oo the 15004 repoart was the omission of the last
day of the repovting period on (ravel activity al Kathmandu and the
last month of the reportimg period on travel activity in the ficld, These
reporting omissions were not discloscd as a footnote (o the U-56540-1

report,

Recovmunondation Mo, 1]

The USAID/N should review the procedure for pre-
paration of all motor vehicle reports and assure e
reparts are prepared in accordance with HI 23 0

reporting instructions,

Analysis of Vehicle Lianoline Consumption

The gasolme miles per padlon (MDG) concatnpticn, although develaped
in the vehicle monthly statistical reports, his not been used to anilyze
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consumption within the similar types of vehicles in the flect. Weo
compared the mileage on sixtecn vehicles in the flect., We found that
average MPG for the same class vehicles fluctuated widely, For
example on 4 "NOVA'" S.dans the MPG varied fromi 10,06 to 21, 45;
among sports vans frow 1005 100 19 MPCGy and for Prek-ups it was cal-
culated at between 1205 and 22,6 MG,

We recognize that the type of vroad, traflic, weather conditions and
drivers driving habits, will affect vehicle MPG of fucl.  But these wide
variations indicate to us  there may be other reasons for heavy use of
fuel by some vehicles, Inorder to make cffective use of gasoline
consumption dula, analysis of the data should be done at least on a
monthly basis. For example, excessive fucl usage may indicate the
vehicle engine is in need of repair or adjustiient, I the unusually lTow
MPG is duc to poor dewving habits, the aralysis could help evaluate

the problenm by keepicg o record of the drivers usicd on those vehicles,
USAID/N managenent officials advised that the functions of analyving
vehicle gasoline consumption daia and related information wi g
to the Special Assistant to the GSS,  Fhis position was establisliced o
March 1, 1982. The position is currently vacant,

Recommendation No. 12

The USAID/N shiould give preater ciphasis to analysis
and evaluation of MP'G data developed in the vehicle
statistical reports to assist in determining the causes
of unusually high usage of gasoline.
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EXHIBIT A
Page 1 of 3

LIST OF RECOMMENDATIONS

Lo Mo

Recommendation Ne., |

The UsATD/N should (@) revise the USATD'S Housing Policy
Issuance No, 23-4 of December 177 4, Conforim to A.]oy3 puide-
Hines and curront thinking an housing, and (b) review all housing
docapninent s and docunaent the Justiication in the lease Mles for

any casco ol over-housing as o result of the USATD S updatedd housing

policy innuance, T
R(,-u‘;llll!n_'l'ltlulit‘)n Ma, 2
The USAID/N should («) amend th. GMS contracy to clivrify the
svape ol the services Gf (he 24 Ve clause ciployees and e
Manner ol accounting tor the timc, (b)) steengthen Ove rtine
approval procedurcs, (o) shil dure o the waork wa repalar fime
wnder thie ™A DY Clauses work order systeny, and (d) adjust the
e eorh stall as conside red appropriate, 13
Ru:(:.nnl‘nn'mlrn_llull Nao, 3
The USAID/N shiould (a) reduce the woeekly maintenunce van trips
o vach residence ta no more than twice o month, (L) define which
Miaintenance problenss will be consideraed cmergency type for
immediate attenljon and those o Le handled during regular van
Ltrips, and (¢) develop a check list of housing ilems for m-depth
Preventive inaintenanc. cheeiing Ly the maintenance van crew, 14
R(-(:‘)n'mnjn«l.._li.tn No. -
The USAID/I should (4) evaluat e e sinall purchase procedures with
view to catablishing o potly Caoh tand Lo pPaynient o soiadl value
pouds il services, () roview USALTD fied rocur Ping Ccosits o
such iteins as beasen and contract services, other thoa pPersonal
and determine the teamibility of payig then o canshy, and () as
required under T 23, update ity procurcinent policy tssuance
Noo 1Y-1 of Jaly 235 197+ redaridimg the Cadhice operation and
y » g I
methaod,, of pProcuateine g, 1R



EXHIBIT A
Papge 2 of 3

LIST OF RECOMMENDATIONS

Pape No,

Recommendation Na., 5

The USAID/N should require {(a) the USAID Office of Financial
Management (FM) to establish separate obligation records of the
GMS Contract No. 1013 cost category lrmitations, (b) the GSO to
establish records to monitor and control the approval of overtine
and work orders to assure the contract limitations are not exceedeod,
and (¢) review and reduce or adjust the GSM contract budgets for
overtime and "work orders' assipnments as considered appropriate,

Recommendation Nao, 6

The USAID/N should beginning with FY 1983, (a) obtaimn an agreement

with the Embassy to reduce the amount of FAAS clhiarges to USAID
cquivalent to USALD support to the commissary, or bill the

commissary directly for a fair share of the cammissa ry rental and
clectrical costs puid by USAID, and (b) establish the actual rental

and clectrical costs applicable to the cotmnissa ry operation being

paid by USAID, 23

Recommendation No, 7

The USAID/N should institute cffcective internal controls of the gas
station operalions, 25

Recommendation No, 8

The USAID/N should (a) take a physical inventory of the diesel fucl

and establish new control recoreds using the new stolk report format,

(b) prepare a new measurement chart for the unde rgrvound diesel tank
properly calibrated with the dip stick, anid (¢) report the results of

the dicsel fuel inventory in the response to this audit, 31

Recommendation Mo, v

The USAID/N shoutd edher discontinue the practice of providing duty -

[ree fuels to the Lincoln School and its emiployecs or add a 10 percent
service cliarge to its monthly billings to the commissa ry to recover

the costs of providing these support services. 37
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EXHIBIT A

Pape 3 of 3

LIST OF RECOMMENDATIONS

LPage No.
Recommendation No, 10
‘The USAID/N should complete a fire protection plan to include
provisions for the procurcimnent and placement of equipment as
piping, hydrants, punps and hosing necded for upgrading the fire-
fighting capability of the USAID/N to cover the entire UsSAITD/N
complex, Ny
Recommendation No, 11
The USAID/N should veview the procedure for prepacalion of all
motor vehicle reports and assure these reports are prepared in
accordance with (1B 23 and reporting instructions, b

The USATD/N should Rive greater enaphasis (o analysis and cvaluation
of MPG data developed in the vehicle statistical reports o assist in

determiining the causes ol unusually hivh uaupe of gasoline, b



LIST OF REVORT RECIPUNTS
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AID/W
Burcau For Ag la
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Office of Pakistan, Nepal and Sri Lanka Aflairs (ASTA/PNS)
Audit Liwisan Officery

Burcau For Scicnc.. dred e nuolopy

Office oy l.)v\u-l‘;pnn‘nl rormation and Ut bization (S&1 /DI
Burcaa Far Program ang Policy Coordination

Office of Evaluation (1 C/Is)

Burcau By Moanagen,oig

Assistant to the Administrator For Management (AA/ M)

Office of Financial Management (M/FM/ASD)
Dirccetorate 1oy Frropram an Minapement Services

Office of Manapermeny Operations (MN/SER /NGO

Office of Contracy Managerien (M/SER/CGM)

Burcau 1°or Kxternal Relations
Otfice or Licgislative Affae., (RXRL/LEG)

Office of Gene ral Coung ol (Gieh)
Office of 'ublie Affarn

()l'fig‘c Of thic [n:r.p(-\ Lo (ju"l]('l‘illl
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