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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, and 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 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 noL reported on were dee!ed to be
 
satisfactory. 

Findings, Conclusions and Recommendations
 

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

- Warehouse Operations: We found the warehouse complex 
required tightet security, better internal controls, and
 
that record keeping practices needed considerable
 
attention to provide better management information and
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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.
 
Although USAID/Kenya had routinely routed employees
 
household effects from the European transshipment point
 
by surface, some office equipment had been shipped by air.
 
We concluded that formalized procedures for approving air
 
freight shipments were needed. We also recommended to
 
AID/Washington that a return to the old procedure of
 
direct surface shipments from the United States might
 
be appropriate and should be investigateo (pages 6 to 7).
 

Local Contracts: Under the USAID/Kenya repair and
 

maintenance contract, we found an underutilization
 
of manpower, a lack of performance standards and poor
 

recordkeeping. We found billing discrepancies 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 documentation, a need for an "urgent repair" clause
 
in landlord leases, and a resumption of the conserve
 
utili.ties campaign. We concluded that additional
 
guidelines and checklists should be used to evaluate 
,housing for leasing purposes, and that "urgent repair" 
clauses should be included in all leases (pages 13 to 13). 

USAID/Kenya office building lease: This lease requires
 

renewal during FY 1982 if the present office spaces are
 
to be retained. We concluded that the office lease
 
negotiation proce;s should address the issues of fire
 
protection, escape facilities, and an assessment ot the
 
buildings' electrical capacity (pages 16 to 17).
 



Motor pool operations: These werc generally good, but
 
we found a need for better driver education and better
 
control over vehicle and petrol usage. We concluded that
 
internal control procedures could be strengthened
 
(pages 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 safeguard these documents
 
(pages 20 to 21).
 

During the audit and in response to our draft report, the
 
USA:D/Kenya Executive Officc instituted changes to correct
 
noted deficiencies. As a result, recommendaticns for
 
corrective action are no longer required in many 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.
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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.
 

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. This includes employees of the Regional Economic
 
Development Services Office (REDSO), the Regional Housing
 
Office (RHUDO), the Regional Financial Management Center
 
(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 prograi and thc number of direct hire employees including
 
regional staff for the past four years is summarized in the
 
charts below:
 

AID Kenya Staff 1 /
 

FY 80 FY 81 FY 82 FY 832/
 

U.S. Direct hire 68 68 74 74
 
U.S. Contract Personnel 2 3 2 2 
Foreign National Direct [fire 66 90 77 79 
Foreign National Contract Personnel 6 - - -

Total 142 161 153 155
 

Operating Expens.re ($000) 1/ 

FY 80 FY H81 FY 8 2 FY 832/ 

U.S. Direct Hire 3,567 3,936 4,241 4,366
 
U.S. Contract Personnei 101 95 54 55
 
Foreign Nat inal Direct Ifire 592 789 814 934 
Foreign NaLtional Contract 27 - - -

Per nonl,1 

http:Expens.re
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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 deemed to be
 
generally satisfactory.
 

We also conducted a survey of direct 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/Kenya Executive Office was doing a satisfactory
 
job. Comments made to individual questions on the survey and
 
the overall response to specific questions L.ave been used to
 
document certain material in this report.
 

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

X/ 	Excludes (IIUDO because data wan not available in the 
Miss ion for all fiscal yearsy. In FY 1902, HUDO had 4 U.S. 
Direct lHire"b, 2 Foreigl National Direct lliren, and a total 
budget of $655 thousand. 

2/ 	Requested
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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 tutal 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 quantity, 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
 
warehouse stock record cards for nonexpendable property and the
 
actual inventory must be reconcilable.
 

Internal and Inventory Control Problems Were Noted
 

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

- In at least eight instarn-es, Property Issue Documents 
were used without an issuing authorization signature or 
a recipient location or receipt signature. This matter 
was referred to RIG/Il for further followup action. 

- Inadequate seyregation of duties among the warehouse 
staff allowed the warehouse supervisor to receive 
incoming shipinentt;. The supervisor, receiving officer, 
insuing off icr and records-keeper should be neparate 
functions pvrtfori,-d by diflererlt individualn. 

- The record-ke,.-pin'; function was not physically necure 
from puoten ial alt.oration at ttvmijLt by oth.r iivwnburts of 
the war,'hout:; sta1,f. 

Proceduron for d(i;po:;tnij of tinui vahl ' prop,9rty wre not 
bol1g fon.OWd,, We nuted broken 500 watt tranitormers, 
dirty or cr unhed laitiphaos(n, a broken vacuum cluanoer 



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 car is 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 segregation of warehouse duties 
will be implemented a3 deemed necessary by tne zuditors 
and agreed valid by USAID/Kenya. 

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

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

- Minimum/maximum inventory limits were established 
for expendable stock invento,-y control cards. 

Recommendation No. 1 

USAII)/Kenya do a complete inventory of 
both expendab le anu nonexpendable property, 
then reconcile and adjust inventory stock 
record card; to actual inventory. Ditferences
 
between actual and recorded inventory quantities 
be invo LigatLod and properly ruLlecteu by 
adju f;Itreen t;. 

iocomm-",,I tion No. 2 

USJA I)/I-enya ,'n:;ure that oupervisory, 
rece iving., 1tti9ung,and records keeping 
funcL i on, at the warehous are purformou 
by diffe4reit inulivduIill. 
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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 differences 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.
 

Warehouse Security Was Weak
 

The warehouse buildings and warehouse compound lacked proper
 
security. Some window grills were missing and the compound was
 
not properly protected against unauthorized entry. V1_
 
suggested additional grilling, better fencing and a log entry
 
and exit 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 Embassy. 
USAID/Nenya has about 47% o. the total space. 

In response to our security concerns at the warehouse compound, 
USAID/Kenya issued two purchase orders for security enhancement 
work that will provide proper grilling at all windows. In 
addition, USAID/Konya added guard logs to help guard the 
premises at night, and en tablifrhel a (lay and night log system
for all vinitors ,,nd stal enLtering and leavinqg the warehouse 
complex. U*SAID1/Knya is exploring the possibility ot having 
the lat1dlord of th, warelhouseK com)lOx ience the premi. sen . if 
this in not pon; iblo U.SAID/Kenya and 1Nnbasny will ahare the 
cost of ajpropriate fencing. Due to USAID/Kenyas' response we 
are not making any recommendations in this area. 
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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 (IHE) shipments would
 
henceforth be routed through Antwerp, 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 this 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, Kenya 
are approximately four times the cost of similar surface 
shipments. USAID/Kenya operated during fiscal year 1981 witn 
very limited operating expunses funds and has sought 
opportunities to reduce costs. In an April 1981 cable to 
AID/Washington regarding shipment to and from the European 
Logistical Support Office (EILSO), USAID/Kenya stated: 

"... Mission does not repeat not have funds for air 

shipment 111E ELSO/Nairobi or LLSO/U.S.A." .
 

The cable states further that.
 

"Mission believes cost effectiveness extremely 
,important due to very limited OE funds." ** 

We commend this action and any similar effort to reduce 
operating costs as good fiscal management. We do not, however, 
see any reason to limit the reduction of freight costs to 
household effects. We think there are opportunities to reduce 
the cost of ship)ing all commoditie;. 

We were told that whenever purchases; with h gh shipping costs 
are contemplated, the General ervices Office iniormally 
reviews; each iteim on a case by case ba,-.in to determine whether 
It would be better to buy the item locally, ai: provided by AID 
Handbook 23, .;?cLion 141,4,a. Wo could li]d no docurientiary 
evidencvt, however, that tLh i,; wa; done ili in;Lances, whre air 
freight wan utiliz.d, 

In respon s; to anrid 1,,dttion in our ra(|tthi finding rUCc:o:me 
repor t, the U1SAIl)/i', nya, Jx,,c tiv(, OIfI icor formaIlized a 
preceder,' on li,|gblt s.ont,,;50 that l611 l Ic'o And itomsAl 11111e 
will. t;hilppi, tJL 1 nea. ,XceL t ionto Nairobi by Any to thit 
nurface, tnb ipmt policy ,.st bi, junt iivld in writin and 
cleared by the 1,;xecuLve Orficer. 
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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-UI.S..firms.
 
One is a contract with Falcon Construction Company to provide
 
maintenance and repair services for AID/Kenya offices,
 
warehouses and residential quarters. This contract was
 
originally effective for the one year period of August 1, 1980
 
through July 31, 1981, at a fixed annual cost of $56,000. It
 
was subsequently extended for two months -- through the end of
 
FY 1981. It was again amended on September 24, 1981, to cover
 
the twelve month period of FY 1982 (and expanded to also
 
provide chauffer services and warehouse 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 
effect since July 3, 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 Falcon WL,air and Maintenance Contract Was Not Cost 
E.fect ive
 

Our analy;es indicated the Falcon contract was staffed in 
excess of the repair and maintenance requirements of 
USA]l)/Kenyti. Thi,; contract (for the twelve limonth perioi ot 
August I, 1980 through July 31, 1981) provided nine manyears of 
maintenance and repair .;ervicus. Maintenance and repair 
nervicesi were provided by Falcon in the following areas: 

- Appl ianc,'t; 
- )lumb i ntj 
- Carpen Lry 
- Electr ical1, 
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- 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 employees. Our review
 
indicates the actual staff requirement is from 3 to 6 persons
 
(including supervisory and administrative personnel) to.perform 
repair and maintenance work. Over the year period of the
 
contract, this resulted in excess costs to USAIl)/Kenya of an
 
estimated $19,000 Lo $38,000. On September 24, 1981, Amendment
 
No. 2 to the Falcon Contract was signed which provided eight 
maintenance and re-)air staff -- a reduc .ion of one ol these 
type empleyees. 

USAIl)/Kenya stated that the undistributed labor analyzed above 
is a result of poor record keeping and not charging for variou.s 
work projects. DUring the new contract perio(i UiA I1.,'Kenya 
stated it will require more accurate accounting of hours 
worked. In addition, the l-xecut ive Office will, keep a backlog 
of lower priority jobs that can be assigned to Falcon to insure 
that labor force utilizaCion approaches, 1006. 

During our review of puicha.s;e orders we found that during 
Novcmbe.-r and Deceild)er 1980 ; and January, lay and July 1981 six 
purcha ,;, order s otaling $3,000 werIe i:sued t'o vendort; other 
than Falcon tio perform rep~air and mi int enanc,, -1"rvice.- to All) 
leased property. Theoe service., ilclltided int,rior pa i nting, 
kitchen door repairs., lock ind door repairi;, anid grillwork 
repa I rs. In June 1981 , a $6,000 p1iumbing and wirI, ,spurchate 
order wjs- Jss;uod for int.sLi1lin'g wa;he-r:- ;an( dryero. At. Lho, 
same tLimo tLhat U1;A I /Kornya wa; e-mpl]oyi n. oth,.r moi tithivlWaCt 
contractors, the Falcon conL.ctLor w~i5 t t li, I5J I ily tIt, lii/.0d. 

Subequently, the I.;Excutiv, Oificer formalI yt Ot if ed 
applicahl l, llmerlit) ' ol Ili:; tL tathii "a 1 i t,,ll , nc'/:,'*pa |r 
woLk which i;sp.rtoruiid oil U:;AIl) la:;vd rvl di'uit . il illto 01 
Union Tower, huildin(i h,. UII 1)i,, 1 .'Fmi!;Lt accompl i ho-1 , tii, .1C*on 
Contract [or thotie jobt, whici requi-u okillst aVtli abli, und r 
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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 Stanlards
 

Most repair and maintenance jobs can be assigned a time frame
 
for performance (subsequently called performance time
 
staniards). 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 lacking, 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. In addition, the contractor used 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 criteria will be
 
transmitted to the contractor by letter. They subsequently
 
established a target date for completion of January 1, 1982.
 



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 keeping functions for
 
items issued to Falcon indicated a major need for improvement
 
in management practices.
 

AID regulations (AID Handbook 23, Appendix 4A, Section
 
227.f. (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 USAIU/Kenya issue specific iistructions
 
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,
 

"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
 



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.
 

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/Kenva 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 possibl.e misuse of IJSAID/Kenya property. In
 
addition, when Falcon performs services and/or repairs there
 
should be soma 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 clone.
 
Also, the requestor shoula be advised what materials were
 
issued and asked to verify the reasonableness of the type and
 
quantity 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 of all touls issued to
 
Falcon. Signed is.sue documents were found for all items
 
issued, except for some large shop tools. The Falcon
 
Manager has signed an issue document for all tools.
 

(b) No items were found missing.
 

(c) Falcon, by signing our issue documents, has accepted
 
responsibility for the tools. The Falcon Contract does not
 
require them to maintain an inventory record system.
 
However, the Falcon Manager will be required to sign a
 
statement to be attached to each inventory and subsequent
 
issue docusaent 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, ..'e 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 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.
 

Factory Guards Overbilled USAID/Kenya For Services Provided
 

From June 1980 through March 1981, Factory Guards overbi2 led
 
USAID/Kenya a total of Kenya Shillings 30,780/- (approximately
 
$3,800).
 

AID Contract No. 615-206-T established the daily guard 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. informed USAID by letter:
 

"Therefore it is with regret that we have to draw your
 
attention to Article 11, paragraph A.1, Sub-para (a) of
 
our contract vith you and invoke this clause and increase
 
our rates by 30% to take effect trom June ist, 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 guard services, overtime and alarm
 
systems will remain the same."
 

However, Factory Guards began billing USAID/Kenya, Kenya
 
Shillings 70/- per day for temporary guard services effective
 
June 1, 1980, instead of Kenya Shillings 50/- as agreed in the
 
contract and the above-mentioned June 6 letter. From January
 



-.13

through March 1981, Factory Guards billed USAID/Kenya Kenya
 
Shillings 68,730/- for 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 qencrally done in a
 
professional manner, and the records were generally in good
 
condition. However, these records lacked some desired
 
documentation. Areas reviewed that indicate opportunities for
 
improvement follow.
 

Insufficient Written Guidelines and Checklists
 

The assessment for potential leasing of residential property
 
was done without the benefit of written guidelines ana
 
checklists. Such guidelines and checklists would help to
 
comparaLively evaluate various properties. A permanent file of
 
various residences and areas scrutinized within Nairobi would
 
provide a corporate memory 'or the continuous house search/
 
lease 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 been 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 availability.
 
- 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 done 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 quarters. 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 -.se in
 
evaluating property viewed for potential leasing. This
 
checklist, in addition to items regarding the property
 
itself, includes location of property by aL ., name of 
landlord and comments regarding reputation o. the 
landlord. Cross check files will be maintained to provide 
permanent reference to neighborhoods, landlords and leasing 
experience. It should be noted that an informal checklist 
has been used to serve as the basis of offers forwarded to
 
landlords and repair/renovations wbich 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 hau failed to 
provide timely structural and maintenance repilrs that were 
their responsibility. Theoe failures caused the employees 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 repairs on the part of our various 
landlords. 

The USAID/Kenya approach to resolving these problems should be
 
a lease 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 drraft report, USAIU/Kenya assured us that:
 

"A clause which will allow the USAID/K to make urgent
 
repairs, with costs deductea tron future rental payment has
 
been included in the Standard Lease." 

The Campaign To Reduce Utilit, Costs Should Be Continued 

Conservation of utility costs and the -ossibility of charging
 
employees for excess consumption has bcen unaer discussion 
within AiD/Kenya tor the past year. Residential utility costs 
comprirse approximately $100,000 oL the AID/Kenya Operating 
Expense budget.
 

We think that standards by which electricity or other utility 
chargen could be billed to individuals for excessive
 
consumpt ion shoulu be con:; iered. At a minimum, pro,'iaing 
utility billing information alonq with average consumption for 
similar units and family size would be a helpful reminuer to 
each employee to conserve u:;a~je. We believe USAID/Kenya should 
have anl active cotv;rrvtion campaign to conserve energy and 
operating ,xpense .unas. 

USAIl)/Kenya in res;ponse to the above suggestion stated in part: 

"Once alain u'ale on size) be, (ba.-ed family will 
dlstributed to einployves, Th.e st;atist icn cover the first 
seven months oi 1Y 191JI. Un]y the recipient family will be 
iderntilid . Couns.ervat. i ye u:;e will bv r qu(.:;ted. Further a 
USI)ii cinpoyee: wi t.h :omo bLackg ro uId il ntat l:;tic: will be 
assi ted to revif,w the whol i::;;sue of e I]ec t r1ci ty usage.,*j 
try to (juonLtifIy an (equitable syste.m il or dealing witLh 
bi 1.1 lgs;, aro' lor mulLt, a licy pjtpur Jor con:; ,.aUtLion of 

"the Maage 1m,:r t and hsudg,:t CommILttee. 

In r e on;. to our c|rai t zt' o)rt, U.:,A1|)/K( 0y.1 pr (video 
documwLiitton tu asnu re us theAr prumentiu. acti oni hal hun 
comnpletedc. 
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Renewal Of USAID/Kenya Office Building Lease Requires Further
 
Consideration
 

AID/Kenja 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 agreement was finally signed in September 1981. 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 unuer which USAID/Kenya
 
will remain in its current office space. Due to the fact that
 
USAID/Kenya is well aware of its need for a lease to retain its
 
current office location, we are not making a recommendation 
concerning the lease renewal itself, however, the negotiation 
process for a lease should consideor several concerns associated 
with the Union Towers Building. We discussed some of these 
concerns with a representative of AID's Uftice of Security 
(IG/SEC) , who vis;ited USAlD/1' enya during the audit. The 
security review of the bui ldn i n(dicated the neec( tor a closer 
look at security, f.ire, and s-afety problems. Two ot our 
concerns are di.;cue:,cd below: 

Office Builaiin Hsa:; lna(ilcuat# ].Fire Protection ano 1-:.ca 
Fac iIi t i (. s 

The Union 'lowers 01 1 ice spiice occupiem I by AlI)/I~cnya ha!; one 
exit (excludinq the e 1vaLtor:;) in ca;e o fire, .smokuor other 
building e,:( r'encie:. 'rois one exit i.; d heavily used 
ntaircas.e is ulu,,e proximit.y to the elevatorn. Due to its 
heavy us;e, s;tdinw;,- dlor,; ae. l(tt (lel -- all owing a stLrong 
draft which woulo rail ly -?jread fi or fimoke t1irougtlaou t ther e .
building. Most imjortintly, rio ;pr ink ,.r ;ystem:: Ist within 
the building (.The cts l rre:;ent a niag r to 1ll eniployees 
working within the Al/Kenya oli ice [Lui dJiny. 

|tecom ,llidat| ,llNo. 6 

USA I/ ,.nyid, who'n ne(ot ti att ig roti,-wal 
of t-1h4 PUnion I('WeI2 S 1& J V4? cull
oidt:t-,ci iti to tht ntc:-e lot a --prlnkler 
[Iy 4t vm alid/or a I tLrrli 1ivt etcise rI ut of 
fron the, bi I qli, a a ttt-lnuit to hauve 
th, ), or o I theI.Isor abIIo I) ail riotiL 

USAID/Kenya annurod m4 that thoy would ;ur,ut, thin tinatter whon 
nagotiatrl9 renewal of the l-arse b,,J Itnning Jnuaty 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, word 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 electrical
 
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 electrical survey has been completed by an electrical
 
engineer. This survey indicated no major modifications
 
were required. The two modifications required are minor in
 
nature and were completed December 7, 1981."
 

Motor Pool (Oerations Were Generally Good
 

Generally inotorpool operations were efficient. Maintenance 
records were maintained on vehicles and proper procedures were 
in place to monitor most a.spects of vehicle usage. The 
followitvg area!; indicate that some controls should be 
str eng thened. 

Driver Educat ion And Saf.eotj _rr.lt Needed 

Durinj f ical year; 1930 anu 1981, USAlU/Kenya driverS were 
involv(1 in ;ix accident., of which two were the Lault. of the 
USAID/E:enya employed driver. Our Support Services Survey 
received an 8 ',en'pon?;e tha,'t motorpuol .;ervice:; were not safe. 
Four re.s pondin ts commnted that drivers should bu regu lar ly 
tested for iii ;. Our review indicated th;at USAI)/le.nva does 
riot rt ,quii e annual] p hys ical or eye exaiination!;- In Udd It ion 
10 annll drivinj i e:;t i:; conduc ted by U-;A]1)/Xi.nya to te.,;t 
rt. lox or handliji(. ability. U.;AlI)/Ioen. a01spOnecar P il i]] y , 
hat; niot aIt1.(.,111jjtefd L p .c, iny of it.- oriver.; ini ct (a ln:; iv 
drivinq cour:oe or ins truct them in anti-terruri!;t drivint 
Lechn ique;. 

We tLink thte tolloWing ilplii'vp( meritt; could bg: riCIde in riuto rpool 
nfeLy. 

re dr ivvr an, eye- IRequ (t, to hovt, ainui ,yl iyt;ic,,i1 

exam i naL I ol:;.
 

- lRequ ire dr i vots, t. (i.-ton.:trtat. proper driving
 
re[ 1oxn.:. *,ind knowi ,1je of trai I i law; through
 
annuailon~nj
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- Require drivers to participate in driving courses 
based on defensive and anti-terrorist driving 
techniques. 

USAID/Kenya responded to the above suggestions by:
 

- Budgeting funds for drivers' physicals. 
- Agreeing that drivers' training should be a
 

continuing process.
 
- Agreeing to pursue special defensive and anti

terrorist training availability.
 

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

Control Over U;e Of Vehicles Need.] Ref inement
 

Generally we found that driver's logs were well kept and that
 
signature.; were usually obtained for each trip. llowever, at 
times the ,;ignatur ol a passenger could not be read or'was 
missing from the log. In aueition, we could nut always 
document. ach tri p with an approvUd trip request. 

There wa:; at lea:; t one inL;tance noted where a driver had maue 0 
fraudulent entry on his log. In another in:;tance a driver 
logged over 75 Kin!; for a trip to the All) Wareloje;Q, inf;teau of 
the 20 Km,:- th,, tri -ishouldhkve required. Trip-lto Lho 
war ehou: ,-Culap :IX at! Ja ti.iCuLarly VuUlneitle to vehicle :ni wie 
since J.2:joejqe r ,.nerally (to 0ot ,accumpay the driv'!;, and 
s-upervi: or approval hd,not bll .uquircd ol the tri p log. If 
the -;uperv i:;or's ;ig t*(ur- was; on each daily lcJI:h, et it woulu 
ensure itreview o daily trip, act iVitie.-; and entr le:;. The 
supervisor -;hould he r:tequ i z( to g.t all Sign1atur ati11 log 
ent rie;eproler)y rcurCo ci pi ior to al iptOVing tl, daily 1og 
nheet of (ich Utriver. 

Jsal-d onl o t, I inintig Conct nitn 1,ick of interna i1 con trolii over 
vehicle ti:, tp,, /K.iya ilA-I ijtter nj V1ontrolistitUt,,( 

procedure.,; rqu ir iq the! moLotpuool :;u rviiot- to approv,, iily


°
tjp ::h ojt:sd sp[ ic I ly appiruov, drivert ,,olo tLrip u:,agent 
of veb ic es*. JSA I I/en, al :so IllghLnd molorlou1 Cont iolt* lby 
£n llnuI lMli on ltice, requiIrin diroecL h ie, enpl u te ,, u inga s s 
ofticial velhicle,, to Vt-r Iy Lbi t I duri;ng whit:th til' v.hieltz 
want Usid, glm thdte klloine.tr r,,adirig of tt.! vai l. t til 
jej inninj and i the elgeil of t. triji Itt .e -i, inI tr ilO tht, 
nhvet. Tho ietlore, wo arv not maki nj a rflcoiiitmend.Ioni In thLIn 
aroea,
 

http:klloine.tr
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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 through 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 compz.rison of driver receipts for gasoline
 
to the meter total indicared that approximately 300 litres
 
during the sample period (or $800 worth of gasoline over a year
 
period) would be unaccountel for.
 

Wv also noted that the same person who has custody of the pump 
bay maintain; the records, and pumps the gasoline. We think 
this; lack of internal control s;hould be corrected -- the annual 
petrol us;vje of 26,000 liters have an approximate value of 
$17,000. Tb is- u:sago level is material and vulnerable to 
theft. Therelore, the record keeping function of useage 
measur et:: ,,t:: ThouldIb :eqr gated from the sale-, function. In 
addition, ;all petrol or other receipt:. received Ierom private 
vendor: 1by U;All)/E.nyd dr iv(.-, -;Iioul.d (be approved by the 
CGneral ;,trice; Ol.icr prior to payment by the Controllers 
Office. 

In r(-:eq~on;, to our draft report, U:;AID/K(.nya advis;ed us that: 

"Se|,,r itions of the above function; have been made by 
meitor andtim do t-d October Ili, 19bl... Approvll oi the 
Gone.ral trvict. Ofice ol private vendor gal; receipts has 
beeni nlI cont iilu,':s to b it r equ i rem:vn ." 

Comm1n1 iI,,i and 1__1iviiofnt ) elOn: ',ctrd. LC WaV; lMana(-

W, found th.st thi; [x'CeutILivc. O ice I) vi .iO00 wit; genrally 
providint (q od A Ll)/It-ty a I cyce : Only one!trvi (. to . u'Ip area 
aLppJ., rIed to indicat. i oppotL tinit y or ilmpr oveti nt. 

'icktiL (it (,.ntttyd, )'.,cka? . , Cvios O f Ij Time 

InCOI nqil'i [',,a:niai1 l in ;tit.d 1,acktq4-:s wort eI t htiis U.S. 
im)ibt);t, y Ifoi pic kup l emp)lo y,v.:, work inog hours,by A lh/iDrnyo durinq 
which th,. oily L t, A.IP.o). op,n. ton;V, of1In t ho.,I 1,; 'l'i. 
emplloyiv wo k timt , dut,, to .1 30 m i nu't walk, l)'101 waiting and 

, ,do le.pickupj) ti t' thti I : ,rou(LIcs, tund(1, : rta C61( prev iounly 
picked up intzur,,d |packatjon and took them to UfAll)/Kenya (Union 
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Towers) for employees to pickup. This 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 GTR's... Small lock boxes will be procured and issued
 
to REDSO, RIIUDO and AAG and EX/PER. Upon request, EXO 
will arrange to have lock boxes attached inside the locked
 
file cabinet."
 

Several different employees still have access to file cabinets 
in offices where GTR's are maintained. Offices mainlaining GTR 
negotiable documents incluaed the Executive Office's Personnel 
Division, REDSO, RIJUDO, and RIG. Lock boxes that were supposed 
to be secured in a file cabinet drawer in each office to limit 
access to the documents arrived, but were used for other 
purposes. We maintain that access over these documents must be 
limited to a de;ignated cut;todian in each office. 

We also noted that voided GTH'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 GTR's subsequently were destroyed and 
proper log entries madic. In response to our draft report

USAID/Kenya stated: 

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



List of Report Recommendations
 

Recommendation No. 1 


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 quantities
 
be investigated and properly reflected by
 
adjustments.
 

Recommendation No. 2 


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

Recommendation No. 3 


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

Recommendation No. 4 


USAID/Kenya establish and submit 
a schedule of repair arid maintenance 
work performance ntandards to Falcon 
as a guide to monitor and evaluate 
performance under the contract.
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Recommendation No. 5 


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 


USAID/Kenya, when negotiating renewal
 
of the Union Towers lease, give con
sideration to the need 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 


USAID/Kenya ensure that designated
 
custodians have sole access to the
 
GTR negotiable documents.
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APPENDIX B
 

List of Report Recipients
 

/ 

No. of Copies
 

Field Offices:
 

USAID/Kenya 5
 
RFMC 2
 

AID/Washington
 

Deputy Administrator -

AA/AFR 5 
AA/M 1 
AA/SER 1 
AA/LEG 1 
IG 1 
GC 1 
AFR/EA 1 
SER/MO 3 
FM/ASD I 
PPC/E 1 
ST/DIU 4 


