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EXECUTIVE SUMMARY

Introduction

Operating expenses are used to pay the support costs of
American and host country national AID employees plus
procurement of rental housing, utilities, furnishings,
equipment, travel, supplies and certain services obtained
locally. USAID/Kenya oversees the operating expense budget and
provision of support services for all AID personnel assigned to
Nairobi which include employees of the Regional Economic
Development Services Office, the Regional Housing Office, the
Regional Financial Management Center, USAID/Kenya, anda the
Regional Inspector General's Office. Collectively AID
operations including all regional offices are reterrea to in
this report as AID/Kenya. During Fiscal Year 1981, AID/Kenya
operating expenses totaled approximately $8 million, with total
staff of 161.

\

Purpose and Scope

We reviewed USAID/Kenya's management of operating expenge funds
to determine if they were being utilized effectively,
economically and in accordance with authorized purposes. We
examined transactions and expenditures pertaining to
procurement, personal property management, real property
management, printing and reproduction, local employment, and
motor pool operations.

We interviewed employees and reviewed records as deemed
necessary. Our findings are generally reported on an exception
basis only. Those areas no. reported on were deened to be
satisfactory.

Findings, Conclusions and Recommendations

Our review of the USAID/Kenya support operations indicated that
AID/Kenya personnel were dencrally satisfied with services
provided, but we found room for improvement in the following
areas: . :

- Warehouse Operations: We found the warehouse complex
required tighter security, better internal controls, and
that record kuepinyg practices needed considerable
attention to provide bhetter management information and



prevent theft., We felt that USAID/Kenya needed to
adjust inventory stock record cards, segregate job
functions, secure records, and dispose of damaged and
excess inventory (pages 3 to 5).

Air Freight Procedures: We found that air freight costs
from the United States transshipment point in Europe

were approximately four times surface freight costs.
hAlthough USAID/Kenya had routinely routed employces
household ecffects from the European transshipment point
by surface, some office equipment had been shipped by air.
We conrcluded that formalized procedures for approving air
freight shipments were needed. We also recommended to
AlD/Washington that a return to the old procedure of
direct surface shipments from the United States might

be appropriate and should be investigateu (pages 6 tou 7).

Local Contracts: Under the USAID/Kenya repair and
maintenance contract, we found an underucilization

of manpower, a lack of performance standards and poor
recordkeeping. We found billing discrewvancies under
a local guard contract. We concluded that both
contracts required closer monitoring by USAID/Kenya
(pages 7 to 13).

Residential Leasing: Although this function was generally
done in a professional manner, we found a need for more
file documcentation, a nced for an "urgent repair" clause
in landlord leases, and a resumption of the conserve
utilities campaign. We concluded that additional
guidelines and checklists should be used to evaluate
,housing for leasing purposes, and that "urgent rcepair®
clauses shouvld be included in all leases (pages 13 to 13).

USAID/Kenya office building lease: This lease requires
rencwal during FY 1982 if the present office spaces are
to be retained. We concluded that the oftfice lease
negotiation process should address the issues of fire
protection, escape facilities, and an assessment ol the
buildings' clcctrical capacity (pages 16 to 17).

ii



= Motor pool operations: These werc generally good, but
we found a nevd for better driver education and better
control over vehicle and petrol usage. We concluded that

internal control procedures could be strengthened
(rages 17 to 19) .’

- Negotiable documents: In spite of a promise made
19 months ago, satisfactory action had not been
taken by the Executive Office to allow a designated

custodian to adequately safequard these documents
(pages 20 to 21).

During the audit and in response to our draft report, the
USAID/Kenya Executive Officc instituted changes to correct
noted deficiencies. As a result, recommendaticns for
corrective action are no longer required in manv of the above
noted areas. In certain instances the corrective actions
planned have not yet been completed; therefore, we have

included seven recommendations, which are summarized in
Appendix A.

Yy
.".
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BACKGROUND

In 1976 AID established the Operating Expense Account as a
distinct budget category for internal management purposes.
This separate account was created to provide better financial
control and to facilitate budget disclosure by separating the
costs of AID's basic operating functions from those costs
directly associated with programs.

Npcrating expenses are used to pay the support costs of
American and host country national AID employees plus
procurement of rental housing, utilities, furnishings,
equipment, travel, supplies and certain services obtained
locally. USAID/Kenya oversees the operating expense budget and
provision of support services for all AID personnel assigned to
Nairobi. This includes employees of the Regional Economic
Development Services Office (REDSO), the Regional Housing
Office (RHUDO), the Regional Financial Management Centec
(RFMC) , USAID/Kenya, and the Regional Inspector General's
Office. Collectively, AID operations including all regional
offices are subsequently referred to in this report as
AID/Kenya.

The amount of operating expense funds authorized to administer
this pregram and thc number of direct hire employeces including
regionai staff for the past four years is summarized in the
charts below:

AID Kenya Staffl/

FY 80 FY 81 FY 82 Fy 832/

U.S. Direct Hire 68 68 74 74
U.5. Contract Personnel 2 3 2 2
Forecign National Direct Hire 66 90 77 79
Foreign National Contract Personnel 6 - - -

Total 142 161 153 155

— ———% == =

Operat.ing Expenses (3000)1/

FY 80 Y 81 FY 82 FY 832/
U.S. Direct Hire 3,567 3,936 4,241 4,306
U.S. Contract Personnel 101 95 54 55
Foreign Natiounal Direct Hire 592 789 814 9394
Forceiygn Hational Contract 27 - - -

Personnel


http:Expens.re

Housing 1,208 1,590 2,186 2,587
Office Operations . 1,164 1,437 2,275 1,723

Total Operating Expense Funds 6,659 7,847 9,570 9,715

!

PURPOSE AND SCOPE

We reviewed USAID/Kenya's management of operating expense funds
to determine if they were being utilized effectively,
economically and in accordance with authorized purposes. We
examined transactions and expenditures pertaining to
procurement, personal property management, real property
management, printing and reproduction, local employment, and
motor pool operations. .

We interviewed employees and reviewed records as deemed
necessary. Our findings are generally reported on an exception
basis only. Those areas not reported on were decemed to be
generally satisfactory.

We also conducted a survey of dircct hire employees to solicit
their views of USAID/Kenya's support services. The survey
results showed that 92% of the respondents felt that overall
the USAID/Kenye Executive Office was doing a satisfactory

job. Comments made to individual questions on the survey and
the overall response to specific questions tf.ave been used to
document certain material in this reportk.

USAID/Kenya's Executive Office and General Services Office made
extensive cfforts to respond to our interim reports of findings
with appropriate actions. In addition, actions taken on our
findings and recommendations presented in a draft report
cnabled us to delete twelve recommendations from the final
report.

1/ Excludes RHUDO because data wan not avallable in the
Mission for all fincal yecars., 1In FY 1982, RIUDU had 4 U.S,
Dircct Hiren, 2 Forelgn National Direct MHires, and a total
budget of 3655 thounand.

2/ Requested



FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

Warehouse Operations Needed Improvement

Warehouse operations and record keeping practices were not
adequate for good management purposes. We found deficiencies
in inventory controls and in record keeping that would allow
theft without detection from the warehouse portion of
nonexpendable inventory. Corrective action to institute better
internal controls should have occurred following the discovery
of a $12,000 overage on the annual inventory certified in
December 1980. The toutal value of all nonexpendable property
at the warehouse, in USAID/Kenya leases, and in the AID/Kenya
office building was approximately $1 million.

We selected from stock record inventory cards 28 inventory
items for reconciliation to the quantities on hand in the
warehouse. We found that 8 of the 28 selected items were over
the recorded Guantity, and 10 were short of the recorded
quantity. This sample indicated that significant discrepancies
existed between the inventory on hand and the inventory
recorded on stock record cards. In order to submit an accurate
annual inventory report and valuation for FY 1981, the
warchouse stock record cards for nonexpendable property and the
antual inventory must be reconcilable.

Internal and Inventory Control Problems Wece Notecd

Specific inventory control and record-keeping problems ncted
included the following:

- In at lcast eiaht instarnces Property lssue Documents
were used without an issuing authorization signature or
a recipient location or receipt signature. This inatter
was referred to RIG/1I for further followup action.

- Inadequate scyregation of duties among the warchouse
staff allowced the warchouse supervisor to receive
incoming shipments.  The supervisor, recelving officer,
issuing officor and records-keeper should be separate
functionn purformed by different individuals,

= The record-keeping function was not physically scecure
from potential alteration attempts by other memberg of
the warchouse atatf,

= Proceduren for disposing of unuseable propertly were not
boing foliowed. We noted broken 500 watt transtormers,
dirty or crunhed lampohades, a broken vacuum cleaner,
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old lawnmowers, and old appliances in disrepair.
These items were shown on inventory cards as being
available for issuance. Unuseable inventory items
should either be notated on stock record caruas if
repairable, or disposed of if not repairable.

Minimum/maximum inventory order limits were not posted
on stock inventory control cards. This allows excess
inventory to stockpile. If excess inventory were
identified these items could be more closely managed.

USAID/Kenya responded to the above noted inventory control and
record-keeping problems as follows:

When warehouse staff can be augmented to the authorized
ceiling, the appropriate seqgregation of warehouse duties
will be implemented as deemed necessary by tne cuditors
and agreed valid by USAID/Kenya.

The warechouse record-keeping function was made
physically secure from other than those needing access.

Disposal action for damaged and excess inventory
items in the warchouse was taken on December 5,
1981, and an additioanal disposal is planned for
February 1982.

Minimum/maximum inventory limits were established
for expendable stock inventorsy control cards.

Recommendation No. 1

USAID/Kenya do a complete inventory of

both cxpendable and nonexpendable property,

then reconcile and adjust inventory stock

record cards to actual inventcry. Differences
between actual and recorded iaventory quantities
be {nvestigated and properly retlectea by
adjuntments,

Recommendation No. 2

USAID/Kenya ensure that supervinory,
recelving, {usuing, and records keeping
fupnctionn at the warehoune are performed
by different indgividuals,
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In response to our draft report, USAID/Kenya stated:

"Total non-expendable has been completed and reconciled.
Non-expendable property located at the warehouse will be
re-inventoried and any ditfferences will be investigated.
We now have an employee who is under a PSC who has
extensive warehouse experience working on our expendable
property and a complete inventory.”

"We agree that functions should be segregated. Completion
of this recommendation will not be possible until the
warehouse is better staffed. USAID/Kenya has not been able
to obtain waiver to the present FSN hiring freeze."

Custody Cards Should Be Prepared For Non-Expendable Property

The only deficiency noted in this area was the fact that some
persons having custody of non-expendable office property had
not signed for the equipment. A custodian's signature for each
item of non-expendable office equipment establishes
accountability for loss of the property. We were subsequently
assured that up-to-date custody receipts had been obtained from
all individuals having non-expendable office equipment.

Warchouse Sccurity Was Weak

The warchouse buildings and warehouse compound lacked proper
security. Some window grills were missing and the compound was
not properly protected against unauthorized entry. Vo
suggested additional grilling, better fencing and a log entry
and cxit system for persons and vehicles. The warehouse
compound, a complex of four buildings and a house used for
administration, is shared by USAID/Kenya and the bmbassy.
USAID/Kenya has about 47% ol the totel space.

In response to our security concaerns at the warchouse compound,

SAID/Kenya issued two purchase orders for sccurity cnhancement
work that will provide proper grilling at all windows. In
addition, USAID/Kenya added quard doys to help guard the
premises at night, and established a day and night log cystem
for al) visitors and ntatt cntering and leaving the warchouse
complex. USBAID/Kenya is exploring the possibility of having
the landlord of the warchousne complex fence the premisces. It
this in not pousible USAIL/Kenya and lmbassy will share the
coaot of appropriate fencing. Due to USAID/Kenya'sn respongse we
are not making any recommendacions in this arca.
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High Air Freight Costs Justify Special Approval Procedures

Effective July 15, 1981, the Department of State informed the
Kenya Mission that HouseHold Effects (lIHE) shipments would
henceforth be routed through Antweip, Belgium. The cable also
indicated that such shipments could be transshipped by air to
Nairobi from Antwerp. This revised procedure applies to all
U.S. Governments entities in Kenya. '

Prior to receiving thic cable USAID/Kenya had received all
shipments by surface freight direct from the United States
through the port of Mombasa, Kenya. This direct surface
shipment procedure had worked effectively in the past.

Air freight charges for shipments from Europe to Nairobi, Kenva
arce approximately four times the cost of similar surface
shipments. USAID/Kenya opcrated during fiscal year 198l witnhn
very limited operating expenses funds and has sought
opportunities to reduce costs. 1In an April 1981 cable to
AID/MWashington regarding shipment to and from the European
Logistical Support Office (LLSO), USAID/Kenya stated:

"... Mission does not repeat not have funds for air
shipment HHE ELSO/Nairobi or ELSO/U.S.A." ...

The cable states further that.

"Mission believes cost effectiveness extremely
Amportant due to very limited OB funds." ...

We commend this action and any similar cffort to reduce
operating costs as good fiscal management. We do not, however,
sce any reason to limit the reduction of freight costs to
houschold effects. We think there arce opportunities to reduce
the cout ol gshipping all commoditics.

We were told that whenever purchases with high shipping costsg
are contemplated, the General bServices OLfice intormally
reviews cach ftem on a case by case basis to dotermine whether
it would be better to buy the item locally, ar provided by ALD
Handbook 23, Section 14L,4,a. We could tind no documentary
evidence, however, that thig was done In instances where alr
freight was utilized,

In response to the finding and recomuendation in our draft
report, the USBAID/Kenya Execative Oflicer formallzed a
procedure on feelght shipments so that all ot fice and HHE {tems
will be ohipped to Halrobi by sea. Any exception vo thins
purface shipment policy munst be juntitied in writing and
clearcd by the Executive Officer.
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In addition, we feel that further consideration should be given
to the possibility of having direct surface shipments from the
United States to Mombasa, instead of using ELSO in Belgium as a
transshipment point. Although we were unable to determine in
Nairobi which procedure is more cost effective, it is quite
apparent that surface shipments via ELSO are considerably more

time consuming. .

\

Recommendation No. 3

AID/Washington (SER/MO) explore the
possibility of resuming direct surface
shipments from the United States to Mombasa,
rather than using ELSO as a transshipment
point.

\

USAID/Kenya Contracts Need Closer Monitoring

USAID/Kenya has two major contracts with local non-U.S. firms.
One is a contract with Falcon Construction Company to provide
maintenance and rcpair services for AID/Kenya offices,
warehouses and residential quarters. This contract was
originally ecffective for the one year period of Auqust 1, 1980
through July 31, 1981, at a fixed annual cost of $56,000. It
was subsequently cextended for two months -- through the end of
FY 1981. It was again amended on Scptember 24, 1981, to cover
the twelve month period of FY 1982 (and expanded to also
provide chauffer scrvices and warchouse personnel) at a total
cost of $152,500.

USAID/Kenya also has a contract with Factory Guards to provide
office and residential security. This contract has been in
cffect since July 1, 1975, with the latest amendment dating
from April 1, 1981. For I'Y 1981, approximately $180,000 was
paid for various Factory Guard services.

The Yalcon Repair and Maintenance Contract Was Not Cost
Effective

Our analyses indicated the Falcon contract was stafted in
excesn of the repair and maintenance requirements of
USATID/Kenya.  this contract (Lor the twelve month perioa ot
August 1, 1980 through July 31, 1981) provided nine manyecars of
muintenance and repair services. Maintenance and repair
services were provided by Palcon in the following arcas:

- Appliances
- Plumbiny

- Carpencry
= FElectrical



= Vehicle Maintenance
- Miscellaneous, such as roof repair, fencing and
security grill work.

Falcon submitted a monthly report to USAID/Kenya on nonassigned
labor time. Our examination of the reports since January 1981
indicated that 32 percent of Falcon's billed hours were not
assigned to specific jobs.

We also analyzed Falcon's daily work orders for a sample period
of three months. During these three months the contractor
required 1,344 manhours to render requested repair and
maintenance services. This sample indicates that on an annual
basis USAID/Kenya would require 5,376 manhours or approximately
3 persons to perform its repair and maintenance requirements.

The contract provided nine full time employces. Our review
indicates the actual staff requirement is from 3 to 6 persons
(including supervisory and adiministrative personnel) to, perform
repair and maintenance work. Over the year period of the
contract, this resulted in excess costs to USAID/Kenya of an
estimated %$19,000 to $38,000. On September 24, 1981, Amendment
No. 2 to the Falcon Contract was signed which provided eight
maintenance and repair staff -- a reduc:.ion of once of these
type emplcynes.

USAID/Kenya stated that the undistributed labor analyzed above
is a rerult of poor record keeping and not charging for various
work projects. During the new contract period USALEL,'Renya
stated it will require more accurate accounting of hours
worked. In addition, the Uxecutive OfLfice will keep a backlaoy
of lower priority jobs that can be assigned to lMalcon to insure
that labor force utilization approaches 100%.

buring our review of puirchase orders we found that during
November and December 19803 and January, bMay and July 1981; 6ix
purchase orders totaling $3,000 were fssued to vendors other
than Falcon to perform repair and maintenance services to AlD
leased property. These services fncluded interior painting,
kitchen door repairs, lock and door repairvs, and grillwork
repairs. In June 1981, a 36,000 plumbing and wirina purchane
order was issucd for installing washers and dryers. AL Lhe

same Cime that USATD/Kenya was enploying other maintenance
contractors, the PFalcon contractor was not bedng ftully utilized,

Subsequently, the BEvecutive Officer formally notified
applicable memboers of his statt that "all madntenance/repalr
work which 1o pertformed on USALD leased restdential untts or
Union Towers dailding munt be accomplished through the Falcon
Contract tor those jobs which require skills avallable under
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this contract. Any exceptions to the above must be approved by
me, and submitted with full justification for departing from
the use of the Falcon Contract."

The Falcon Repair and Maintenance Contract Did Not Provide
Performance Standards

Most repair and maintenance jobs can be assigned a time frame
for performance (subsequently called pLerformance time
standards). The Falcon contract did not provide performance
time standards for the contractor. This made it difficult to
measure Falcon's performance. Even though performance time
standards were lackiny, we believe the contractors' response
was generally satisfactory. Our analysis of response time
indicated that 50 percent of the jobs started were completed
within two workdays, and almost 80 percent of the jobs were
finished within five workdays.

However, our analysis also indicated that performance could be
improved. On the average a repair/maintenance job required ten
hours spread over five work days. With better scheduling or
logistical improvements, the lapse time to completion following
a response could be improved. Also, in some instances it
appeared the contractor either did not respond to a work order
in a timely manner, or took too much time to complete a job.

It is our opinion that the renewed contract for
repair/maintenance services should be monitored by setting
performance time standards for response time and total work
time by type of job.

The following examples illustrate this point:

- Work Order No. 505 to "Construct and install shelves in
kitchen" was signed on 1/8/80. The work did not begin
until 2/5/80.

- The contractor required 37 hours to complete work order
No. 526 which was to "change front door lock, change
lock or add other kind of lock on back door". This
appears to be an excessive amount of time to change two
locks. 1In addition, the contractor uscd five different
persons over three days to accomplish the job.

USAID/Kenya responded to the above finding by stating a
willingness to work out a schedule of performance standards to
serve as general guidelines in judging contractor performance.
USAID/Kenya also stated that this set of critoria will be
transmitted to the contractor by letter. They subsequently
established a target date for completion of January 1, 1982.
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Recommendation No. 4

USAID/Kenya establish and submit

a schedule of repair and maintenance
work performance standards to Falcon
as a guide to monitor and evaluate
performance under the contract.

The Falcon Contract Should Require Better Inventory and
Record Keeping Functions

Our review of the inventory and record keceping functions for
items issued to Falcon indicated a major need for improvement
in management practices.

AID regulations (AID Handbook 23, Appendix 4A, Sectior
227.£. (6) (b)) state:

"U.S. Government property in the hands of an AID Coptractor
is controlled and maintained in accordance with the
provisions of the contract or as specified and approved by
the contracting officer. When AID contracts are terminated,
and the USAID is to pick up accountability, a receiving
report shall be made and the items posted to the USAID
accountable recoras."

The AID Contract with Falcon does not specifically state how
Falcon should control and maintain U.S. Government property in
its possession; nor did USAID/Kenya issue specific iustructions
as to how this property should be controlled.

Article I, Section G of the contract states, in part;

««« "the Contractor will furnish his employees with all
tools necessary to do their work." ...

The Contract states further,

«es "The Contractor's supervisor/manager will be responsible
for overall management of the personnel and adminstrative
detail. The supervisor/manager will have primary
responsibility for USAID - owned shop equipment, tools,
materials and supplies." ...

The two provisions seem to allow the use of both USAID-owned
and Falcon-owned tools and equipment. However, Falcon does not
maintain inventory records for USAID-owned property furnished
under the contract. In addition, USAID/Kenya does not maintain
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separate inventory records for property issued to Falcon.
Consequently it is difficult to distinquish Falcon tools from
USAID/Kenya tools.

Falcon's inventory records consist only of copies of property
issue documents processed by USAID/Kenya. The lack of issuance
accountability is complicated by the fact that stock previously
issued to the former (prior to the Falcon contract) warehouse
maintenance function is now housed in the Falcon construction
shop. Neither USAID warehouse staff nor Falcon staff could
state with assurance that they could locate a copy of every
property issue document processed for items now located in
Falcon's shop. a

Although USAID/Kenya remains accountable for items controlled
by a private contractor, it presently has no management control
over these items. In addition, since USAID/Kenya has not kept
separate Falcon issue records there is limited knowledge of the
number or value of items which Falcon controls. .

Also, we were told that whenever Falcon is issued replacement
parts to repair appliances or other items it does not turn in
the old part. This control weakness should be corrected to
avoid the possible misuse of UsAID/Kenya property. 1In
addition, when Falcon performs services and/or repairs there
should be som: means to verify that the work was done and that
issued materials or supplies were used. Having the work order
(with a copy of the original request attached) signed by the
requestor would confirm that the requested work was fone.

Also, the requestor shoula be advised what materials were
issued and asked to verify the reasonableness of the type and
guantity of materials issued to Falcon.

In response to the findings and recommendations in our draft
report, USAID/Kenya advised us that:

"(a) An inventory has been taken ¢f all touls issued to
Falcon. Signed issue documents were found for all items
issued, except for some large shop tools. The Falcon
Manager has signed an issue document for all tools.

(k) No items were found missing.

(c} Falcon, by signing our issue documents, has accepted
responsibility for the tools. The Falcon Contract does not
requirc them to maintain an inventory record system.
However, the Falcon Manager will be required to sign a
statement to be attachea to each inventory and subsequent
issue document accepting responsibility for the tools and
agreeing to pay USAID for any tools found missing.
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(d) Notification of the new procedure was forwarded to
Falcon December 2, 1981.

(e) A direct hire employee or his/her adult dependent will
be required to certify completion of a Work Order and
verify reasonableness of type and quantity of repair
materials used. Completion date January 1, 1982."

As the procedure for verification of work completed and types
of materials used has not yet been finalized, we have retained
that part of the recommendation which appeared in our draft

report.

Recommendation No. 5

USAID/Kenya implement a procedure

that requires a U.S. Direct-Hire or

adult dependent to sign off on repaiir/
maintenance work orders when a job is .
completed, and to verify the reasonable-
ness of type and quantity of repair
materials issued to the contractor.

Factory Guards Overbilled USAID/Kenya For Services Provided

From June 1980 through March 1981, Factory Guards overbilled
gSAID/Kenya a total of Kenya Shillings 30,780/~ (approximately
3’800) [

AID Contract No. 615-206~T established the daily quard rate at
Kenya Shillings 50/~ per day. In May 1980, the President of
Kenya increased the basic wages for certain categories of
workers in the country by 30%, including watchmen.

On June 6, 1980, Factory Guards Ltd. inform>d USAID by letter:

"Therefore it is with regret that we have to draw your
attention to Article 11, paragraph A.l, Sub-para (a) of
our contract vith you and invoke this clause and increase
our rates by 350% to take effect trom June lst, 1980."

"Therefore the monthly guard rates for a single guard on
12-hour shift will now be 1,360/- per month. All other
rates for temporary gquard services, overtime and alarm
systems will remain the same."

However, Factory Guards began billing USAID/Kenya, Kenya

Shillings 70/- per day for temporary gqguard services effective
June 1, 1980, instcad of Kenya Shillings 50/- as agreced in Lhe
contract and the above-mentioned June 6 letter. From January
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through March 1981, Facto<y Guards billed USAID/Kenya Kenya
Shillings 68,730/~ £5r temporary guard services at Xenya
Shillings 70/- per day. The correct charge for this test
period should have been five-sevenths of this amount, or Kenya
Shillings 49,093/-. Therefore, Factory Guards overbilled USAID
Kenya Shillings 19,637/- for this three month period.

Following our Report of Audit Finding (summarized above),
USAID/Kenya computed that Factory Guards overcharged Kenya
Shillings 30,780/- for the ten month period, and deducted the
overpayment from a subsequent payment.

Residential Leasing Needs Increased Documentation

Our review of USAID/Kenya's management of residential leases
indicated that this function was gencially done in a
professional manner, and the records were generally in good
condition. However, these records lacked some desirea
documentation. Areas reviewed that indicate opportunitjes for
improvement follow.

Insufficient Written Cuidelines and Checklists

The assessment for potential leasing of residential property
was done without the benefit of written guidelines and
checklists. Such guidelines and checklists would help to
comparatively evaiuate various properties. A permanent file of
various residences and areas scrutinized within Nairobi would
provide a corporate memory Lor the continuous house search/
leasc process.

Guidelines should include an assessment of what USAID/Kenya
currently pays to lease or renew leases of a certain size and
style. Deviations from the guidelines should require written
justification. File photographs of various properties would
enhance the assessment process. Checklists should document
various features of each residential lease under serious
consideration. This would help prevent oversights of possible
problems that have in the past becen discovered after a lease
was taken. In addition it would provide a basis for an
in-office review of all pertinent facts prior to commitment,
The following list provides examples of items that we feel ¢
should be documented prior to a final lease being signed.

- Security work existing on residence.

- Existing outside security lights.

- Security work needed.

- Neighborhood security and distance from office.
- Driveway condition.
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- Lot or yard condition dealing with factors of size, level
grading etc.

- Existence and condition of lot fencing.

- Septic tank condition.

- Roof and structural condition.

- Availability and safe condition of electrical/plumbing
outlets for washer/aryer installation.

- Condition of interior and exterior paint.

- Size of rooms.

- Cabinet or storeroom space available.

- Availability of space for freezers etc.

- Adequacy of servant quarters.

- Phone availabiiity.

- Adequacy of water pressure.

In addition to guidelines and checklists for leasing property,
we suggest checklists be used to reevaluate the condition of
each leased property following a USAID/Kenya employees'
departure. This would ensure that a proper condition check had
been donc prior to turning the property over to the landlord or
next employee. In the case of temporary quarters it would
provide a monitoring tool for the constant turnover that takes
place in these guarters. Currently, very little before and
after documentation exists to justify Bills for Collection when
they appear to be warranted.

In response to our draft report, USAID/Kenya advised us that:

“An extensive checklist has been developed; for use in
evaluating property vicwed for potential leasing. This
checklist, in addition to items recgarding the property
itself, includes location of property by air ., name of
landlord and comments regarding reputation o. the
landlord. Cross check tiles will be maintained to provide
permanent refercnce to neighborhoods, landlords and leasing
expericnce. It should be noted that an informal checklist
has been used to serve as the basis of offers forwarded to
landlords and repair/renovations wrich we would require
prior to leasing."

Our follow-up indicated that the recently designed checklist
was satisfactory.

Lack of Landlord Repairs on Residential Leases

We found several instances where landlords haa failed to
provide timely structural and maintenance repairs that were
their respousibility. These fallures caused the employces to
be inconvenienced while the landlord was requested and
re-requested to act.
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Approximately 20% of those persons responding to a question in
our Support Services Survey indicated problems with landlord
repairs. Their comments provide additional examples of delays,
inaction, or faulty repalrs on the part of our various
landlords.

The USAID/Kenya approach to resolving these problems should be
a leasec clause to provide a time deadline for the landlord to
act on needed repairs. Failure of the landlord to act as
agreed would allow USAID/Kenya to make the repairs and bill the
landlord.

In response to our droft report, USAID/Kenya assured us that:
"A clause which will allow the USAID/K to make urgent
repairs, with costs deducteda trom futurec rental payment has

been included in the Standard lcase.“

The Campaign To Reduce Utility Costs Should Be Continued

Conservation of utility costs and the wossibility of charging
employces for excess consumption has been under discussion
within AID/Kenya for the past year. Residential utility costs
comprise approximately $100,000 of the AID/Kenya Operating
Expense budgcet.

We think that stanaards by which c¢lectricity or other utility
charges could be billed to individuals for excessive
consumption shoulu be consiauered. At a minimun, proviaing
utility billing information along with averaye consumption for
similar units and familty size would be a helpful reminaer to
each cmployce to conserve usaye. We believe USAID/Kenya should
have an active conservation campaign to conscrve enerqy ana
operating oxpense funas

USAID/Kenya in responsce to the above suggestion stated in part:

"Once again usage (hased on family size) will be
distributed to enmployces,  The statistics cover the first
seven months of I'Y 1981. Unly the recipient family will be
fdentificd, Conservative use will be requested.,  Farther a
USDH cmployce with some background in statistics will be
snigned to review the whole issue ot electricity unage,
try to quantify an cquitable system tor dealing with
billings, and ftormulate o policy paper for conslacration of
the Managewent and budget Committee.”

In response Lo our draft report, UsAID/RKenya provideao
docunmentation Lo assure us thedr promined action hag been
completed,
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Renewal Of USAID/Kenvya Office Building lLease Requires Further
Consideration

AID/Kerniya moved into its Union Towers office building in
August 1977. Audit Report No. 3-615-79-04, dated November 3,
1978, recommended USAID/Kenya expedite negotiations on its
office building lease and then register the lease. A formal
lease agrcement was finally signed in September 198l. This
lease is now in the process of being legally registered.

USAID/Kenya is attempting to negotiate a renewal of the above
mentioned lease to extend the period unaer which USAID/Kenya
will remain in its current oifice space. Due to the fact that
USAID/Kenya is well aware of its nced for a lecase to retain its
current office location, wec arc not making a recommendation
concerning the lease rencwal itself. however, the negotiation
process for a lease should consider several concerns associated
with the Union 'towers Building. We discussed some of thege
concerns with a representative of AlD's Oftice ot Security
(IG/SEC), who visited USAID/Keaya during the audit.  The
security review of the building indicated the necd ftor a closer
look at sccurity, fire, and safety problems. ‘'wo of our
concerns arce discussed below:

Office Builaing Has lnadequate Vire Protection anag Escape
Facilities

The Union Towers Oftice space occupied by AlD/henya has one
exit (excluding the elevators) in case ot fire, smoke or other
building eancrgencien.  This one ¢xit is a heavily uscd
ntaircase in cloue proximity to the clevators. buce to its
heavy use, stairway doors are lett open == allowing a strony
draft which would rapilaly spread tire or smoke throughout the
buflding. Most ifmportantly, no sprinkler systems exist within
the bullding. Thesne facts present o danger Lo all employees
working within the Alb/Kenya ottice building,

Recommendation ho. 6

USAID/Kenya, when negotiating renewal
of the Unjon Yowern leanke, give cons-
nideration Lo the need tor a sprinkler
pyotem and/or alternative encape routes
from the butlaing, ana attempt to have
the Jennor abzorh all or mosu of the
Corrective countn,

UBALID/Kenya annured un that they would jurbue this matter when
negotiating renewal of the leane beginning January 1982.
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Electrical Capacity Needs To Be Assessed

Due to AID/Kenya equipment changes or planned equipment changes
(e.g., addition of reproduction machines, wora processors and
computer equipment), the electrical capacity of the building
needs to be assessed. Lease negotiations should thoroughly
cover this area. The landlord's permission to make elcctrical
hookup changes, allow the storage of fuel for standby
generators, and his willigness to contribute to these capital
improvement costs should be solicited.

In response to our draft report, USAID/Kenya advised us:
"An clectrical survey has been completed by an electrical
engincer. This survey indicated no major modifications
were required. The two modifications required are minor in
naturce and were completed December 7, 1981."

Motor Pool OUperations Were Generally Good .

Generally motorpool operaticns were cfficient. Maintenance
records were maintained on vehicles and proper procedures were
in place to moniter most aspects of vehicle usage.  The
following areas indicate that some controls should be
strengthened.

Driver Bducation And Satety Proyram Is Neceded

During fiscal years 1980 ana 1981, USAIL/Kenya drivers were
involved in six accidents, of which two were the fault of the
USA1D/Kenya employed driver. Our Support Scervices Survey
received an 8Y veasponse that motorpool services were not safe.
Four recpondents commented that drivers should be regularly
teocted for fitnens,  Our review indicated that USAID/Renva does
not require annual physical or eye examinations, In addition,
no annual driving test in conducted by ULAID/HKenya to test
reflex recponse or car handling ability.  [Finally, USAID/Ken, a
has not attempted te place any ot 1ts drivers in a detensive
driving course or instruct them in anti-terrorist driving
techniquedn,

We think the tollowing fmprovementt could be made in notorpool
nafcly.

= Require drivers Lo have anpual physical ana eye
examination:s,

= Require drivers to demonstrate proper driving
retloXen and knowledge ol traftic laws through
annual testing.
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- Require drivers to participate in driving courses
based on defensive and anti-tercorist driving
techniques.

USAID/Kenya responded to the above suggestions by:

- Budgeting funds for drivers' physicals.

- Agreeing that drivers' training should be a
continuiny process.

- MAgreeing to pursuce special defensive and anti-
terrorist training availability.

Due to USAID/Kenyas' positive response we are making no
recommendation in this area.

Control Over Use Of Vehicles Needs Kefinement

Generally we found that driver's logs were well kept and that
signatures were usually obtained tor cach trip. However, at
times the signature ot a passenger could not be read or’was
missing from the log. In addition, we could not always
docuncent cach trip with an approved trip reguest,

There wan at least one instance noted where a driver had madge o
fraudulent centry on his loy. In another instance a driver
logged over 75 Kms for a trip to the AID warchouse, instceaa of
the 20 RKme: the trip should have required. Yrips to the
warchouse conplex are particularly vulnegrable to vehicle nisune
since passcnyers generally do not  acconpany the drivers, and
supervisor approval had not been required on the trip loy. It
the supervisor's signature was on cach daily log sheet it woula
ensure o review of datly wrip activities and entries.  ‘The
supervivor should be requircs to get all signatures and log
entrics properly recoracd prior to approving the datly loy
theet of cach ariver.,

Baved on our tinding concerning lack of internal controln over
vehicle unage, USATD/Renya instituted (nternal control
procedurcs requiting the motorpool supervinor Lo approve daily
trdp sheets and specitically approve drivers' tolo trifp usages
of vehicless UsAlb/Kenya alno tightened motorpool contyols by
fosuing a Misnion Notice requiring direct hire employecs using
official vehiclen to verity the Lime during which the vehicle
wan used, and Lhe Kilometer reading of the vebitele at the
beginning and at the ena of the trip betore wigning the trip
oheel. Therelore, we are not making a recommendation in thig
arca.
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Petrol Usage Needs Better Internal Control

Generally petrol for USAID/Kenya vehicles is obtained from a
pump at the warehouse complex. After hours or on Saturdays,
however, drivers are authorized to purchase petrol at a private
station and turn in their receipts for reimbursement.

We compared USAID/Kenya gasoline pump receipts for the period
May 21, 1981 throudgh August 15, 1981, with gasoline useage data
for that period as measured by tank stick and by meter.

The gas pump meter indicated 6,640 litres of gasoline had been
used. However, our comperison of driver receipts for gasoline
to the meter total indicaited that approximately 300 litres
during the sample period (er $800 wortin of gasoline over a year
period) would be unaccounteid for.

We also noted that the same person who has custody of the pump
bay maintains the rcecords, and pumps the gasoline. We think
this lack of internal control should be corrected -- the annual
petrol usage of 26,000 liters have an approximate value of
$17,000. 7This usage level is material ond vulnerable to
theft. Therctfore, the record keeping function of useage
measurenments chould be sedgregated from the sales function. In
addition, all petrol or other receipts received Lrom private
vendors by USAID/Eenya drivers should be approved by the
General bervices Ottficer prior to payment by the Controllers
Office,

In response to our draft report, USAID/Kenya advised us thats
"Separations of the above functions have been made by
memorandum dated October 14, 1Y8l... Approval ol the
General Services OLtice of private vendor gas receipts has
been and continues to be a requirenent.”

Communication:s and Records Divigion (CaRk) Was Well Managed

We found that thin kExecutive Ottice bivision was genecrally
providing good service to AlD/Renya employees. Unly one arca
appearcd Lo indicate an opportupity tor improvement,

Inpured Package Piekup Cancsens Logs Of tmployeoe ime
dnosurea PPacrage 1’ I3

Incoming personal {nnuted packagen were Jett at the U.S.
Bnbancy tor plekup by AlD/Kenya cmployees during working hours,
which 18 the only time the AJP,0. 18 opens The loss of
employce work time due to a 30 minute walk, plus walting and
plekup time made thin practice undenirable, CsRk previousnly
picked up insured pockagens and took them to USAID/Kenya (Union
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Towers) for employees to pickup. 7This procedure was stopped
according to management, due to an issue involving U.S. postage
regulations. USAID/Kenya agreed with our position that an
alternative must be found to the current practice of employees
picking up insured packages during working hours. Subsequently
USAID/Kenya circulated a Mission Notice that allows
Communications and Records personnel to act as agents of
employees in order to pickup their packages. Therefore we are
making no recommendation.

Negotiable Documents Are Not Adequately Secured

Audit Report No. 3-615-80-10 entitled Storing, Issuing and
Accounting for Government Travel Requests (GTR's) and
Government Bills of Lading (GBL's) was issued by RIG/A/Nairobi
on March 7, 1980. At that time the USAID/Kenya Controller and
Executive Officer assured us that specific actions would be
taken to correct noted deficiencies. Most of the noted
deficiencies had been corrected, but the following promised
acticn has not been implemented:

"USAID/Kenya is taking action to improve physical security
of GI'R's... Small lock boxes will be procured and issued
to REDSO, RHUDO and AAG and EXU/PER. Upon request, EXO
will arrange to have lock boxes attached inside the locked
file cabinet."

Several different employces still have access to file cabinets
in offices where GIR's are maintained. Offices maincaining GTR
negotiable documents included the Executive Office's Personnel
Division, KEDSO, KHUDO, and RIG. Lock boxes that were supposed
to be cecured in a file cabinet drawer in cach office to limit
access to the documents arrived, but were used for other
purposces. We maintain that access over these documents must be
limited to a designated custodian in each office.

We also noted that voided GI'R's had not been destroyed as
required., These GTR's should be destroyed with their voided
numbers recorded in a log.

In response to our preliminary report of tindings, USAID/Kenya
informed us that voided GI'R's subscequently were destroyed and
proper log entries made. In response to our draft report
USAID/Kenya stated:

"Ihe principal supply of GTk's is kept in EXO in a
combination lock file to which only two people have
access. A limited supply of GI'Rs are given to the
desiynateo custodians of AID/Nairobi regional offices (RIG,
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REDSO/EA, RHUDO, PER). Strong boxes will be issued to
those custodians. No irstances of misuse of GTRs or of

negligent handling have come to our attention."

As the lock boxes have not yet been procured and provided to

custodians of GTR's, we have retained the recommendation which
appeared in our draft report. \

Recommendation No. 7

USAID/Kenya ensure that designated
custodians have sole access to the.
GTR negotiable documents.
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List of Report Recommendations
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Page No.

Recommendation No. 1 B 4

USAID/Kenya do a complete inventory of

both expendable and nonexpendable property,

then reconcile and adjust inventory stock

record cards to actual inventory. Differences

between actual and recorded inventory gquantities

be investigated and properly reflected by o
adjustments.

Recommendation No. 2 4

USAID/Kenya ensure that supervisory,
receiving, issuing, and records keeping
functions at the warchouse are performed
by different individuals.

Recommendation No. 3 7

AIDMashington (SER/MO) explore the

possibility of resuming dircct surface

shipments from the United States to Mombasa,

rather than using LLSO as a tranasshipment

point. .

Recomimendation No. 4 10

USAID/Kenya establish and submit

a schedule of repair and maintenance
work performance standards to Falcon
as a guide to monitor and evaluate
performance under the contract.
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Recommendation No. 5 12

USAID/Kenya implement a procedure

that requires a U.S. Direct-Hire or
adult dependent to sign off on repair/
maintenance work orders when a job is
completed, and to verify the reasonable-
ness of type and quantity of repair
materials issued to the contractor.

Recommendation No. 6 16

—

USAID/Kenya, when negotiating renewal
of the Union Towers lease, give con-
sideration to the nced for a sprinkler
system and/or alternative escape routes
from the building, and attempt to have
the lessor absorb all or most of the
corrective costs.

Recommendation No. 7 21

USAID/Kenya ensure that designated
custodians have sole access to the
GTR negotiable documents.
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Field Offices:

USAID/Kenya
RFMC

LSS

AlID/Washington

Deputy Administrator -
AA/AFR
AA/M
AA/SER
AA/LEG
IG

GC
AFR/EA
SER/MO
FM/ASD
PPC/E
ST/DIU
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