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Except for approximately $2,600 in costs questioned as unallowable under the
grant, the auditors determined that grant expenditures were gllocable,
allowable, and reasonable. However, the audit report disclosed several areas
where internal controls procedures needed to be strengthened.




U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE REGIONAL INSPECTOR GENERAL FOR AUDIT

— Singapore —
U.S. POSTAL ADDRESS: INTERNATIONAL ADDRESS:
American Embassy * Singapore 111 North Bridge Road
FPO San Francisco 96699 #17-03 Peninsula Plaza
Singapore 0617
Tel: 65-3342766
July 26, 1991

MEMORANDUM FOR:  Kelly Kammerer, Mission Director

U AID/NepalB S Q
FROM: James B. Dumi!, RIG/A/Singapore

SUBJECT: Audit of World Education, Inc. - Nepal
Audit Report No. 5-367-91-05-N

The accounting firm of Price Waterhouse, New Delhi, India performed a financial audit of a
USAID/Nepal grant awarded to World Education, Inc. - Nepal. Five copies of the audit report
are enclosed for your action.

USAID/Nepal awarded a three-year grant to World Education, Inc. of Boston, Massachuseltts
under the PVO Co-Financing Project (Project number 367-0159). This $600,000 grant, effective
September 1, 1987 thrcugh August 31, 1990, included a subgrant of $322,500 to the
Government of Nepal, Ministry of Education and Culture. The purpose of the grant was to
implement USAID/Nepal’s Literacy Program Expansion Project. The overall objective of this
Project was to increase the number of participants served by Nepal’s National Literacy Program
through improved Program efficiency and effectiveness.

The purpose of the audit was to determine whether: (1) expenditures made under the grant were
allocable, allowable, and reasonable; (2) internal controls were adequate to segregate and
account for USAID/Nepal funds; and (3) the provisions of the grant agreement and applicable
laws and regulations were complied with. The amount audited was about $164,000 in
expenditures claimed by World Education, Inc. - Nepal for the period September 1, 1987
through June 30, 1989. An additiona: $134,000 of expenditures claimed by World Education,
Inc. - Boston was not audited because the official records for these claims are maintained in the
United States and are subject to audit under the provisions of OMB Circular A-133. Further,
costs incurred under the $322,500 subgrant to the Ministry of Education and Culture were not
reviewed during this audit.



Except for approximately $2,600 in costs questioned as unallowable under the grant, the auditors
determined that grant expenditures were allocable, allowable, and reasonable. However, the
audit report disclosed several areas where internal controls procedures needed to be
strengthened. Finally, the auditors found that World Education, Inc. - Nepal generally complied
with the grant agreement and applicable laws and regulations.

Management officials of World Education, Inc. - Nepal generally concurred in the audit findings
and agreed to implement applicable audit recommendations. Management’s complete written
responses are included as Appendix E to the enclosed report.

Recommendation No, 1; We recommend that USAID/Nepal take the necessary
actions to resolve the $2,590 in questioned costs and recover from World
Education, Inc. - Nepal any costs not allowable under the grant.

Recommendation No. 2; We recommend that USAID/Nepal require World
Education, Inc. - Nepal to develop and implement written procedures to ensure that
(1) A.LD.-funded assets are adequately protected, (2) cash receipt and cash
disbursement journals are routinely maintained, and (3) bank reconciliations are
regularly performed.

Recommendation No, 3;: We recommend that USAID/Nepal require World
Education, Inc. - Nepal to establish and use written procedures to ensure that
project counterpart contributions are properly made and that World Education,
Inc. - Nepal receives prior written approval from USAID/Nepal before incurring
unbudgeted expenditures.

Please advise me within 30 days of any actions planned or taken to close these recommendations.
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June 3, 1891

Mr. James B. Durnil

United States Agency for
International Development
Regional Inspector General/Audit
17-03 Peninsula Plaza

111 North Bridge Road

Singapore 0617

Dear Mr. Durnil,

AUDIT OF WORLD EDUCATION INC. NEPAL PVO
CO-FINANCING II PROJECT (3687-9158), KATHMANDU

This report presents the results of the financial
audit of the WEI Nepal PVO Co-Financing II Project
(367-0159), Kathmandu.

The background, audit objectives and scope, and the
summary results of audit are contained in Parts I and
II of this report. Parts III, IV and V include our
audit opinions on the fund accountability statement,
the internal controls, and the compliance with laws
and regulations, together with the related findings
and recommendations.

The comments received from WEI and Mission officials
are summarized in Part II of the report and are
presented in their entirety in Appendices E and F.

Yours faithfully,
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AUDIY OF SORLD RDUCATION INC
EEPAL PYQ CO-PINARCING 11 PROIECY (307-8138)
KATHMAND . _NEPAL

PART I - INTRODUCTION

Background

USAID/Nepal engaged Price Waterhouse, New Delhi to
perform a financial audit of the World Education Inc.,
Nepal PVO Co-Financing II Projeot.

USAID/Nepal assists the Literacy Expansion Project by
providing funds for salaries, consultants, travel and
other direct costs. The Literacy Program Expansion
Project under the PVO Co-Financing II Projeot (387-
9158) was a 3-ysar effort authorized at $600,000 and
ended on August 31, 1860.

USAID/Nepal implemented this project through a grant of
$600,000 to a non-governmental organization (NGO),
World EBducation Inc., Boston, Massachusetts (WBI). The
grant to WEI (No.387-0158-G-00-7001-08) was dated
September 23, 1887. This grant included a $322,500
subgrant to the Government of Nepal (GON)/Ministry of
Bducation and Culture (MOEC).

The general objeotive of the Projeoct was to expand the
number of people served by the HNational Literaoy
Program in HNepal and to 1improve the progran’s
efficienoy and effectiveness through:

(i) Timely delivery of literacy materials, for which a
one-time subgrant of $65,000 was given to MOEKC to
produce a year's supply of materials and to stay

one year ahead of the Government's Dudgeting
proocess. ,

(11) Increased ogfootivonoso of faoiiitatoro.
(1ii) Provision of post literacy materials.
(iv) Expansion of t.» Literaoy Program, for which the
MOEC had set a ' .w goal of doubling the number of
learners from 50,000 to 100,000 per year.
(v) Increased participation of women and girls.

(vi) Improved coordination with non-NOEC institutions.



Liquidation of advances under the grant is carried out
by WBI, Boston by preparing SF-289, “Finanoial Status
Repart” (Fund Accountability Statement) and submitting
it directly to USAID/Nepal. The Fund Accountability
Statement includes expenditure incurred by WEI Boston,
WEI Kathmandu and disbursements under the sub-grant to
MOEC. Details of MOEC expenses under the subgrant are
not shown in the Fund Accountability Statement.

As at June 30, 1988, USAID/Nepal had obligated $600,000
for the Literacy Program Expansion of which ¢ 298,288
had been spent as  reported by WEI in the fund
accoutability statement submitted to USAID/Nepal.

Audit Objectives and Socope
The audit objectives were :

- To determine whether the Fund Accountability
Statement of WEI for the period September 1, 19887
to June 30, 19889 (22 months) fairly presents the
project expenditures under the terms of the grant
agreement and to identify any costs which were not
fully supported with adequate records or which
were not allocable, reasonable or allowable in
accordance with grant requirements. '

- To determine whether the WEI internal accounting
ocontrols are adequate for A.I.D. purposes.

- Report on oompliance with appliocable lawse,
regulations and grant agreeaent teras.

Our examination was wmade in acoordance with (1)
generally acocepted auditing standards set forth by the
AICPA , (2) U.8. Government Auditing Standards and (3)
the standards mentioned under Artiocle II of the
“Guidelines for PFinanocial and Compliance Audits of
A.I.D. - Finanoed Agreemonts”.



The s8scope of our work for the first audit of the
project comprised:

confirmation of the grant funds received by the
project and the contribution made by WEI and GON.

- an examination of grant related disbursements made
by WEI and MOEC.

- review of the literacy material distribution and
internal controls and supervision exercised by the
Adult Education Section of the MOERC.

- testing of compliance with the applicable laws,
regulations and grant agreement terms by WEI and
its sub-grantee, the MOEC.



AUDIT _QF BORLD RDUCATION INC
MRPAL _PYD CO-FINARCING LI PROJRCT (3A87-@188)
EATHMAND . NEPAL

PART II - SUMMARY RESULTS OF AUDIT

We were engaged as auditors on September 10, 1898, whioh was
several =zonths after the end of the activities under review.
Thus, we were not able to test the validity of certain
evidential matter relating to project disbursements, and the
internal controls and supervision exercised by WEI and MOEC
over the distribution of literacy materials through physical
examination, observation and inspection.

Fund Accountability Statement

The scope of our work was limited to an examination of
locally incurred expenditures included in the Fund
Accountability Statement of World Education Inc. Kathmandu
only. Our examination revealed that:

- The expenses incurred by WEI, Boston and charged
to the project, representing 45 percent of the
total expenditures, oould not be verified as the
related supports are reportedly maintained at WEI,
Boston and were unavailable at Kathmandu. Also
certain local expenditures were not fully
supported (see Finding 1).

- Grant funds were used for purposes other than the
grant objeotives, although subsequently refunded
(see Finding 2).

- There were certain expenses charged to the projeot
whioh were not related to the grant and details of
expenditures 1incurred by MOEC, under the sub-
grant, were not reported (see Finding 3).

- Approvals were not obtained for certain expenses
which required prior USAID approval (see Finding ¢).

- The fund oclosing balances could not be verified as
WBI, Kathmandu did not maintain adequate books of
account to segragate project and other funds (see
Finding S5).

Consequently, we were unable to express an opinion on
the Fund Accountability Statement (Part III B) and have
presented questioned costs noted during the course of
the audit as Appendix D.
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Internal Accounting Controls

_ Consideration of ths significant internal aoccounting controls
indicated the following deficiencies:

- The amounts reported as paid by WEI under the sub-grant
could not be reconciled with the receipts recorded by MOEC

(see Finding 8).
- Assets were not adequately protected (see Finding 7).

- Costs in excess of budget could not be determined (see
Finding 8).

- Internal accounting controls and the records needed
substantial improvements (see Finding 8).

Therefore, we concluded that the reportable conditions stated
above resulted in more than a relatively low risk that errors or
irregularities, in relation to the Fund Accountability Statement,
could occur and not be detected in a timely manner.

Compliance with Agreement Teras

The audit disclosed 1instances of non-compliance with the
regulations, grant agreement and local requirements as discussed
in Part V B of the report. Consequently, we have qualified our
audit opinion in this regard (see Part V A).

¥EI and Nission Response to Draft Report

In its initial response to the draft report (Appendix B pages 1
to 4) WEI stated that it would work with the Mission for dealing
with the vecommendations and had already initated action to

improve:

its record ksepiny

oversight over ‘he sub-grantee
reporting to the Mission
matching of grant contributions

The Hission also agreed with the principal concerns reported by
the audit and confirmed that it would be working with WEI to
resolve these issues (Appendix F).



However, in a subsequent response received from WEI (Appendix 1R
pages 5 and 8) they have indicated disagreement with the findings

relating to:

’

- maintenance of records at Kathmandu in support of reported
expenditures (Finding 1),

- expenses unreiated to the grant (Finding 3), and
- matching of grant contributions (Finding 11).
The disagreenent expressed by WEI nevertheless dces not provide

any additional evidence and consequently no changes are
considered necessary in the report. '
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AREAL PY0 CO-FINANCING 11 ERGIRCT. (a7-g150)
KATHMANDU, MEPAL

PART III-A

INDEPENDEUT AUDITOR'S OPIFION ON
THE FUND ACCOUNTABILITY STAYEMENT

WNe were engaged to audit the Fund Accountability Statement of
World Education Inc., under the Nepal PVO Co-Financing 1II
Project (367-8158), for the twenty-two-month period September 1,
1987 to June 3@, 1989, as summarized in Part III B of the report,
in accordance with the Audit Objectives and Scope (Part I). This
statement is the responsibility of WEI.

As stated in the Summary Results of Audit (Part II) and the
detailed findings (Part III C), the scope of our examination was
limited dues to unavailability at Kathmandu «of certain essential
records supporting about 45 percent of the total grant
expenditures. Also, certain funds were used for purposes not
related to the grant and certain expenditures were made without
the required USAID approval.

Since it was not possible to examine all essential supporting

records and as Wwe were not able to apply other auditing

procedures to satisfy ourselves as to a significant part of the
reported expenditures, the scope of our work was not sufficient

to enable us to express, and we do not express an opinion on the

Fund Accountability Statement.

This report is intended solely for the use of WEI and
USAID/Nepal. This restriction is not intended to limit
distribution of this report which, upon acceptance by the AID
Office of the Inspectnr General, is a matter of public record.

New Delhi Qf(/é/b é\gd&w

October 268, 1898. e

L 4



AUDIT OF WORLD EDUCATION INC
NEPAL PVO CO-FINANCING I1 PROJECT (367-0159)
KATHMANDU, NEPAL
PART 111 B

FUND ACCOUNTABILITY STATEMENT - WEI
FOR THE PERIOD SEPTEMBER 1, 1987 TO JUNE 30, 1989

(US Dollars)

PARTICULARS LABOR CONSULTANTS TRAVEL OTHER INDIRECT SUB GRANTS TOTAL
DIRECT  ADMINISTRATIVE HOEC
cost cosr
Per Budget,contained 128,714 13,383 35,700 25,000 13,773 322,500 409,000
in the Agreesent
[Refer

Expenses as reported in Note 2]
5F-269 for the period
June 33, 1989 64,353 1,973 22,858 18,122 39,612 149,359 298,249

{Refer

Note 4)
Expenses incurred at 5,297 1,358 11,826 11,689 1,412 127,130 163,504
Kathsandu _

{Refer Note 3)

Expenses booked by MEI,

Boston for which supports

were not available at

Kathsandu and consequently

were not covered by audit. 61,856 623, 11,84 6,433 2,M 2,289 134,345
: (Refer note 4)

——— | oo eeeeeesses  emee—

Note: 1. The Fund Accountability Statesent presented above is for inforsation only in order to show what was reported to
USAID/Nepal. As explained in Part 111 A, we have disclained our audit opinion on this report. Also, this
statesent is prepared on a cash basis and accrual data is not pravided as per requiresents.

2, As per sub-grant agreesent this asount should have been U§0 327,54,
Refer Note 2 in Part III B.1

3. Expenses at Kathsandu are incurred in Nepalese Rupees and converted to U.5. Dollars
by WEI, Boston,

4. As per SF-269 asounts released to §ub-9rantee NOEC were stated as US$ 149,359, However, our scrutiny of records at
WEI, Katheandu and NOEC revealed that asounts released to MOEC were US$ 127,130, Refer Finding & in Part IV B
and Fund Accountability Statesent for WOEC, presented for inforsation in Part Il B.1.



AUulE Ur WUnLl EDULATION INC.
NEPAL PVO CO-FINANCING I1 PROJECT (367-8159)
KATHMANDU, NEPAL

PART II1 - B.t

FUND ACCOUNTABILITY STATEMENT - MOEC
FOR THE PERIOD APRIL 3, 1988 TO JUNE 3@, 1989
(Nepal Rupees!)
(as referred to in Note 4 of Part IIl B)

PUBLISHING OF
PARTICULARS TRAVEL REPAIRS  PRINTING/ FUEL LITERACY GRANTS/ NISCELLANEQUS  OFFICE TOTAL
STATIONERY NATERIALS PROJECTS EQUIPHENT

As per Budget Approved
by GON

(Refer Note-2) 39,008 5,808 39,808 28,080 2,740,008 1,008 5,008 114,008 3,274,008

Releases as recorded in
MOEC statement for the
period April 3, 1988

to June 38, 1989.
{Refer Note-3) 3,870,008

Expenses as recorded in
MOEC statement for the
periog April 3, 1988 to

June 38, 1989 57,811 3,671 28,292 12,633 2,388,811 260,724 2,99% 2,675,155

Batance in hand per
NOEC statement as at
June 38, 1989

393,845

3,878,800

NOTES:

uss 127,138
1. The Fund Accountability Statesent presented above is for inforsation

only. Refer Note 4 Part III B.

2. The MOEC budget could not be correlated with the budget contained in the original
Agreesent dated September 27, 1987 as the GON had redefined the budget.
Refer Finding 8 in Part v-B.

3. Releases include Rs.27@,3@ received subsequent to Jyne 38, 1989.



MRPAL P70 CO-FINANCING IX PROJRCT (287-8158)
KATHMANDI , NEPAL

PART III - C
FINDINGS AND RECOMMERDATIONS

FINDING 1: SUPPORTS NOT AVAILABLE

CONDITION:
Supports for the expenses charged to the project by WEI, Boston
were not available at Kathmandu (US$ 134,365). Also, no

documentary evidence was available for the expenses at Kathmandu
for the period September 1887 to Hay 1988 and only photocopies
were availabls for the subseqguent period to June, 1888 (US$
42,000 approx. Refer Appendix A.l1 page 1 of 2 for details).

CRITERIA:

Handbook 13 requires expenses under the grant to he supported by
appropriate original bills and receipts.

CAUSE:

Original supports documents for expenditure, as per praotice, are
sent to Boston and photocopies were maintained at Kathmandu only
from June, 1988. Also, no details or supporting doocuments for
expenditure charged under the grant by WEI, Boston were available
at Kathmandu as these were retained in Boston. In this regard,
sccording to the Audit Status Report for quarter ending September
39, 1990 issued by OIG Office of Financial Audits that WBI,
Boston had been subject to audits under OMB Ciroular A-110
guidelines. However, it is not clear whether these audits
included WEI, Kathmandu or its related documents.

EFFECT:
The scope of andit was limited to documents and reocords available
locally at Kathmandu and to the oalculation of indirecot

adaninistrative expenses pertaining to WEI, Kathmandu only.
(refer Appendix A.1 page 2 of 2).

RECOMMENDATION:
WERI should maintain zdequate support documents at Kathaandu.
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FINDING 2 : USE OF GRANT FUNDS FOR OTHER PURPOSES BY THE MOEC

CONDITIONS:

The MOEC provided grant funds of NRs.112,858 to other unrelated
sections of the ministry and although these funds were repaid,
after a period of upto 9 months, the monthly expense statements
were not properly reviewed by WEI to ensure their accuraoy.
Refer Appendix A.2 for details.

CRITERIA:

As per agreement, grant funds need to be exclusively utilized for
neeting grant objectives and may not be used for purposes outside
the scope of the asgreement. Also, the monitoring to the
exercised by WEI should adequately determine and report on such
instances.

CAUSE:

Short-term financing provided due to lack of funds in other
sections of the Ministry was not reported upon due, to weak
oversight.

EFPECT:

(1) Grant funds were used for meeting expenses not related to
the objectives oY the Grant;

(ii) Sinoce accounts are maintained on cash basis the monthly

expense statements were incorrectly stated to the extent of
such short-tera finanocing.

RECOMMENDATION :

WEI should provide adequate oversight to ensure that Grant funds
are ig:;d by MOEC only for the purposes for which they are
prov .

11



FINDING 3: EXPENSES NOT RELATED TO THE GRANT

CONDITION:

Expenses not related to the grant have been charged to the
projeot. Also, the fund accountability statement submitted to
the Mission only reports payments to MOEC without providing
details of expenditure incurred under the sub-grant.

CRITERIA:

Only those expenses which are allocable and allowable to achieve
the objectives of the Grant should be incurred/recorded and the
grantee should report details of the sub-grant expenditures,
which form nearly 88 percent of the expenditures incurred at
Kathmandu.

CAUSE:

Expenses were believed to be allowable under grant terms and no
clarifications from the Mission were considered necessary.

EFFECT:

NRs.77,728.15 (US¢ 2,580 approx.) non-allocable/disallowable
expenses have been charged to the grant funds. Refer Appendix A.3
for details. Also, WEI did not appear to have adequately reviewed
the expenditures incurred by MOEC.

RECOMMENDATIONS:

(i) Expenses should be charged only if they relate to meeting
the objectives of the grant and in case of doubt
clarifications obtained from the Mission.

(ii) Details of expenditure incurred by MOEC under the sub-
grant need to be reviewed and reported upon by WEI.

(iii)Personnel activity reports should be maintained so that

correct allocations of salary and related benefits can be
pade to different projects undertaken.

12
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FINDING 4: EXPENDITURE NOT APPROVED

CONDITION:

Prior approval for certain expenses, US$ 7,820 approx., was not
obtained from USAID/Nepal (Refer Appendix A.4).

CRITERIA:

Per requirements of OMB Circular A-122 certain expenses require
prior Mission approval,

CAUSE:

WEI explained that expenses were unavoidable due to immediate
requirements.

EFFECT:

Grant funds were utilized without proper approvals in ceratin
cases, rcaulting in potentially unauthorized use of funds.

RECOMMENRDATION:

¥RI needs to ensure that USAID/Nepal approvals are obtained in
accordance wWith requirements of OMB Circular A-122.

13



FINDING 5: BALANCE OF FUNDS IN-HAND COULD NOT BE VERIFIED

CONDITIONS:

The balance of funds in hand as at June 38, 1888, per records at
Kathmandu, could not be confirmed with information reported
either by WEI, Boston or by WEI, Kathmandu as at July 1, 18889.
This is illustrated as follows:

Balance po; WEI, Kathmandu Balance per WEI, Boston

5.8 U.s.¢
June 30,1089 4,305 2,807
July 1, 1868 4,078 2,807
CRITERIA:

As per Handbook 13, accurate records are required to be
maintained.

CAUSE:

The inadequacy of records availsble at Kathmandu did not perait
verification of the olosing fund balance, as reported by WBI,
Beston.

EPFRCT:
It was not possible to verify the olosing balance reported.

RECOMMENDATION:

Details of balance reported need tn be obtained from WEI, Boston
for reconciling to the records/bank Jocount at Kathmandu. Also,
¥EI Kathmandu should maintain adequate records to support reports
to the Mission.

14
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AUDIT OF WORLD EDUCATION INC

EATHMANDU . NEPAL
PART 1IV-A

INDEPEMDENT AUDITOR’S OPIMION ON
THE INTERNAL ACCOUNTING CONTROLS

We have audited the Fund Accountability Statement of World
Education Inc. Nepal PVO Co-Financing II Project (387-0159),
Kathmandu for the twenty-two-month period September 1, 1887 to
June 38, 1988 and have issued our report thereon dated October

26, 1990. We conducted our audit in accovdance with the
generally accepted auditing standards and the U.S.Government
Auditing Standards. Those standards require that we plan and

perforn the audit to obtain reasonable assurance about whether -
the financial statements are free of material misstatement.

The planning and performing our audit of the fund accountability
statement of WEI for the period ended June 39, 1888, we
considered its internal control structure in order to determine
our auditing procedures for the purpose of expressing an opinion
on the fund accountability statement and not to provide assurance
on the internal control structure.

The management of WEI is responsible for establishing and
maintaining an internal control structure. In fulfilling this
responsibility, estimates and Jjudgements by management are
required to assess the expected benefits and related costs of
internal control structure policies and procedures. The
objeoctives of an internal control structure are to provide
nanagement with reasonable, but not absolute, assurance that
assets are safeguarded against loss from unauthorized use or
disposition, and f€hat transactions are executed in accordance
with management’s authorization and recorded properly to peramit
the preparation of fund accountability statement in accordance
with generally accepted accounting principles. Because of
inherent limitations in any internal control structure, errors
or irregularities may nevertheless occur and not be detected.
Also, projection of any evaluation of the structure, to future
periods is subject to the risk that procedures may become
inadequate becsuse of ochanges in oconditions or that the
effectiveness of the design and operation of policies and
procedures may deteriorate.

15



For the purpose of this report, we have classified the
significant internal control structure policies and procedures in
the following categories:

- reconciliation of payments made by WEIl under the sub-grant
to receipts by MOEC.

- adequate protection of assets.
- conforming to costs budgeted in the grant agreement.
- maintenace of proper and adequate books of account.

For all of the internal control structure categories listed
above, we obtaned an understanding of the design of relevant
policies and procedures and whether they have been placed in
operation, and we assessed control risk,

We noted certain matters involving the internal control structure
and its operation that we consider to be reportable conditions
under standards established by the American Institute of
Certified Public Accountants. Reportable conditions involve
matters coming to our attention relating to significant
deficiencies in the design or operation of the internal control
structure that, in our judgement, could adversely affect the
entity’'s ability to record, process, summarize, and report
financial data consistent with the assertions of management in
the fund accountability statement.

The reportable conditions noted by us have been discussed in Part
IV-B of the report (refer to Findings & to 9).

A material weakness is a reportable condition in which the design
or operation of the specific internal control]l structure elements
does not reduce to a relatively low level the risk that errors
or irregularities in amounts that would be material in relation
to the fund accountability statement being audited may occur
and not be detected within a timely period by employees in the
normal course of performing their assigned functions.

Our consideration of the internal control structure would not
necessarily disclose all matters in the internal control
structure that might be reportable conditions and, accordingly,
would not considered to be material weaknesses as defined above.
However, the reportable conditions disclosed by the audit, we
believe, result in more than a relatively low risk that errors or
irregularities in amounts that would be material in relation to
the Fund Accountability Statement may occur and not be detected
within a timely period.

This report is intended sclely for the use of WEI and USAID/
Nepal. This restriction is not intended to limit distribution of
this report which, upon acceptance by the A.1.D. OCffice of the
Inspector General, is a matter of public record.

New DPelhi

/ L Wadi e

October 26, 1990
16



AUDIT OF MORLD EDIUCATION INC
EEPAL PYD_CO-FINANCING IX PROJECT (387-8158)
EATHMANDIL, NEPAL

PART IV-B
FINDINGS AND RECOMMENDATIONS

FINDING 6 : AMOUNTS PAID TO MOEBC

CONDITION:

The amounts reported as paid to MOEC and those received by the
sub-grantee revealed a difference of US$ 22,228 (Refer Appendix
B.1), which has been included in the questioned costs per

Appendix D.-

CRITERIA:

Funds paid to and acknowledged by MOEC were not natched to
ensure accuracy of information reported in the fund
accountability statement, as required by Handbook 13.

CAUSE:

The amount reported as paid under the sub-grant by WEI, Boston
was not reviewed or reconcilied at WEI, Kathmandu.

BFFECT:

Incorrect amounts reported in the fund accountability statement
subaitted to the Hission.

RECOMMENDATION : .
The fund accountability statement needs to be reviewed and

reconciled by MBI, Kathaandu for confirming its accuraocy, prior
to submission to the Mission.

17



FINDING 7 [INADEQUATE FROTECTION OF ASSETS

Education Section. Also no
physical stock count
perforsed for 1988-89.

R

imaintained by the Adult
iRefer Appendix B.2

ireconciliations there were
idiscrepancies in the closing
istock.

1and the related records not
exercised.

18

imay be due to soee old stocks
ilying unaccounted and since
ithere was no stock count such
idiscrepancies could not be
irectified.

iproperly saintained and
iperiodically reconciled to
iphysical inventory.

S.No! CONDITIONS i ORGANIZATION ! CRITERIA ! EFFECT H CAUSE : RECOMMENDATION
-1 ---- : ' ! ! :

{ Ownership of wotor cycle NE] iProper title and insurance of iTitle to property and its ilverlooked the registration iTitle and adequate insurance
ipurchased in June, 1989 for ! i3ssets is necessary per iadequate protection not iand insurance requiresents. icover to be obtiined.
‘Rs. 49,808 not transferred in | iMandatory Standard Provision !ensured. H '
ithe nase of WEI, Also the : iNo.2 - H.B.13. ' : :
imotor cycle is not insured. | ; : : :

2 }lnadeguate protection of 1MOEC +As floods are a reqular 1Goods worth about-Rs.51,888 iCare was not taken for proper iWhen such campaigns are
iarticles purchased for : 1feature in Surkhet the iwere damaged. istorage facilities. iorganized proper storage
i1Surkiet Project. Articles : tarticles should have been i H ifacilities should be made
iworth Rs.51,898 approx. were | 1adequately protected. ; H tavailable,
idamaged due to floods. ' ' ! : }

! ! : H ]
3 iStock records not properly 1HOEC iAs per our stock iAdequate control over stock iAs explained, the discrepancy !All stock records should be



FINDING 8: BUDGET/SUB-GRANT LIMITS

CONDITION:

Comparison of budgets contained in the grant agreement to the
expenses incurred was not possible as the account coding used by
NEI and MOEC was different from the budget line items in the
agreenent. Also, the budget for MOEC per original agreement
dated September 27, 1887, was Uss 322,508. However, per sub-
grant agreement dated April 3, 1988, the budgeted amount for MOEC
is stated as US$ 327,500.

CRITERIA:

Expenditure jncurred under the grant, per Handbook 13, should
conform to the approved budget and deviations or changes require
prior approval from the HNission. In the absence of such
approval, costs in excess of budget are disallowable.

CAUSE:

The Budget for MOEC was changed by GON so as to fit into the
Government account coding structure.

EFFECT:

As budget per grant agreement was not comparable to the expenses
incurred, it was not possible to determine disallowable costs, if
any. For better understanding of the problem we have provided
under Appendix B.3 a ocomparison between the budgets approved by
the Ninistry and that contained in the grant agreement.

RECOMMENDATION :

The budget contained in grant agreeaent should be reconciled and
amended to conform to the sub-grant agreement and to the local
expense category requirements for facilitating a comparison to
deteraine disallowable costs, if any.

19



FINDING 8 : INTERNAL CONTROL AND OTHER RELATED MATTERS

CONDITION:

The internal accounting controls and the accounting records
available at Kathmandu needed substantial improvements for
providing assurance that the risk of errors or irregularities
occurring is minimized.

CRITERIA:

As per Handbook 13 requirements, the accounting records need to
provide sufficient particulars for identifying the application of
A.1.D. funds and the internal accounting controls should be
adequate for ensuring that records are accurate.

CAUSE:

Existing internal control procedures and accounting records were
considered adequate by WEI although more formalized procedures
had been under consideration.

EFFECT:

As a result of inadequate records certain matters, listed in
Appendix B.4 and B.5, remained unexplained. )

RECOMMENDATION :

Internal accounting controls and the related records need to be
substantially improved by WEI, Kathaandu for providing
sufficient particulars in support of grant funds expended and for
oqsurintd that the risk of errors or irregularities occurring is
minimized.

20
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New Delhi 110 001 Telex (03163070
India Telecopier : (011)-332-3183
PO Box 466 Cable PRICEWATER NEW DELHI

Price Waterhouse “

AUDIT OF WORLD EDUCATION INC
MEPAL PYO CO-FIRANCING II PROJECT (387-@158)
EATHMANDU . NEPAL

PART V - A

INDEPENDENT AUDITOR'S OPINION ON COMPLIANCE WITH
 AGREBMENT TERMS AND APPLICABLE LAWS AND REGULATIONS

We have conducted a financial audit of the Fund Accountability
Statement of World Education Inc., Nepal PVO Co-Financing 1IJ
Project (387-@159) for the twenty-two month period September 1,
1987 to June 30, 19889.

We conducted our audit in accordance with generally accepted
auditing standards and U.S. Government Auditing Standards. Those
standards require that we plan and perform the audit to obtain
reasonable assurance about whether the fund accountability
statement is free of material misstatement.

Compliance with laws, regulations and g:*nt agreement provisions
applicable to World Education Inc. 1is ihe responsibility of its
nanagemnent. As part of obtaining reasonable assurance about
whether the fund accountability statement is free of nmaterial
nisstatement, we performed tests of WEI s compliance with certain
provisions of laws, regulations and grant agreement. However, our
objective was not to provide an opinion on overall compliance
with such provisions.

Material instances of noncompliance are failures to follow
requirements, or violations of prohibitions,  contained 1in
statutes, regulations, contracts, or grants that cause us to
conclude that the aggregation of the misstatements resulting from
those failures or violations is material to the fund
accountability statement. The results of our tests of compliance
and the effect thereof on the Fund Accountability Statement have
been described in Part V-B.

21



We considered these instances of noncompliance in forming our
opinion on whether WEI‘'s fund accountability statement is
presented fairly, in all material respects, in conformity with
generally accepted accounting principles. ‘

Except as described in Part V-B, the results of our tests of
compliance indicate that, with respect to the items tested WEI,
complied, in all material respects, with the provisions referred
to in the third paragraph of this report, and with respect to
items not tested, nothing came to our attention that caused us to
believe that WEI had not complied, in all material respects, with
those provisions.

This report is intended solely for the use of WEI! and
USAID/Nepal. This restriction is not intended to 1limit the
distribution of this report which, upon acceptance by the AID
Office of the Inspector General, is a matter of public record.

New Delhi [Z - - -
N el (U alpMluwed
—

October 26, 1950
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mewﬁﬂ
KATHMANDU , MRPAL

PART V - B
FINDINGS AND FECONMENDATIONS

FINDING 1O: MINUTES/REPORTS NOT PREPARED/SUBMITTED

CONDITION:

In accordance with the grant agreement certain reports and
minutes described below have not been prepared or subnitted by
MOEC to WEI for reporting to the Mission.

Title Requirement
Progress Report, Trimesterly
Monthly Expense Report Monthly
Meetings and conference After each such meeting and
minutes conference.
Trip Reports After each trip.
CRITERIA:

Per grant agreement, ainutes and reports are required to be
prepared and submitted to WEI and the Mission.

CAUSE:

The written reports specified in the grant agreement that are not
submitted ss information is conveyed verbally to thq Mission.

RPPECT:

In the absence of the required written reports, it resains
unclear as to the sonitoring of project progress which may have
been exercised bY ¥EI and the extent to which the Nission was
kept informed in this regard.

RECOMMERDATION:

WRBI needs to ensure that reporting requirements specified in the
grant agreeaent are complied with.

23



FINDING 11: GRANTER CONTRIBUTIONS TOWARDS THE PROGRAM

CONDITION:

Contributions from the grantes and sub-grantee, towards progras
costs, have not been received in line with the grant agreenent

requirements.

CRITERIA:

Per agreement dated September 27, 19887, the total project cost
was stated as UsS ¢ 1.2 million, and accordingly contributions
were required from WEI (US$ 30,000) and MOEC (US$ 570,000) to
patch the US$ 600,000 grant provided by USAID/Nepal.

CAUSE:

WEI interpreted the contribution requirement as expenses to be
incurred under other projects and which they reportedly complied
with while MOEC, reportedly expended the required amount of
funds at the district level, but for which details were not

available.

EFFECT:

WEI had not contributed the required apount towards the project
from its own sources, whereas MOEC had reportedly contributed an
indeterainate smount. Consequently, it was unclear whether the
cost sharing required by the grant agreement was being complied
with.

RECOMMENDATION:

WEI should provide the funds ss required bY the grant sgreement
and also determine the contributions aade by MOEC. If necessary,
WEI should seek clarifications from the Mission to establish what
would constitute its contribution under the teras of the
agreement.
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FINDING 12: NON COMPLIANCE - OTHER ISSUES

CONDITION:

WEI did not comply with grant agreement terms by ensuring that
accurate reports are submitted to the Hission on a timely basis.
Also, local requirements as to provident and tax deduction rules
were not always complied with, while the requirement to arrange
an internal audit, as per grant agreement, was ignored. Refer

Appendix C.1.
CRITERIA:

Grant terms and local rules/regulations need to be complied with
by WEI to conform to its obligations under the grant agreement.

CAUSE:

Certain requirements were overlooked, due to jnvolvement of WEI,
EKathoandu personnel with project implementation only.

EFFECT:

The Mission did not receive acocurate reports on a timely basis
and WEI, contrary to requirements, did not ensure coapliance

with the grant agreement.

RECOMMENDATION :

The matters detailed in Appendix C.1 should be resolved by
complying with grant teras and legal advice should be sought if
Necessary, to ensure that WERI does not face any exposure &s 8
result of non-cospliance with provident fund and tax deduotion

rules.
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Supports not available.
Grant Funds used for other purposes by MOEC
Expenses not related to the grant.

Expenses not reasonably 1nourrod/unapproved

Funds position



APFENDIX - A.1

Page 1 of 2

(Refer Finding 1)
SUFPPORTS NOT AVAILABLE

— — - — = —— S ——— T ————— — — ——— = " e} S M — A — ————— — S — o " Sy — S D T S L 4 B " S =D P . . T S G ——— v —— o ———

GRANTEE REFER AMOUNT NATURE OF REMARKS
{NRs) EXPENSE
WEI Nov. '87 6527 ODCx }0Original supports

}sent to Boston Office

Dec. '87 ‘ 00 Travel }per information and
}copies not available

Jan. 8y 2298 obpc at Kathmandu.
3

Feb. 88 1056 oDC } % other direct costs.
M

Mar. ‘88 12126 onC >
¥

Apr.’ 88 187 Travel >
>

17270 oDC ¥

May ‘88 8394 oDC >
>

July 88 1451 Labour charges 3>

Nov,'B7 to 75000 Office rent No formal agreements/

June ‘89 @ 3758/- per receipts available

month (Refer Note 1)

126219 (USS$ 42,0800 approx.)
Notes : = -——————-

1. Seen copies of letters written to WEI Boston for the purpose.



Appendin A.1
Page 2 of 2
(Refer Finding 1)
TAY T ADNINISTRAT

(U.S Dollars)

PER SF 269 Overhead rate Asount Asount
applicadle on Payabie charged in
Period (Q/E) Total Direct Total Direct SF 29
Cost cost (1)
Dec. 1987 8,214 3.8 on 12,198 2,9
33,124
March,1988 7,468 2,689
June, 1988 17,39 6,261
33,124
Sept.,1988 13,825 5,409
Deceaber, 1998 14,489 .0 on 31,841 5,216
76,174
Narch, 1989 18,673 6,97
Juse, 1969 27, 10,073
76,174 39,612
- 4,99 Arrears claised -
Tetal 109,298 (refer Note 1) fn OF 209 for Q/E /00
W, 162

—

(131) Excess charged

easees

e wel

|

Sote

1. The tetal expesditure of USS 109,298 to which the overhead is applicadle includes expenses of uss 79,95
booked by VEI, Doston for which supperts were not available at Katheandu. Consequently, the
calculation of isdirect adainistrative expenses could sot be verified to that
extest, (USS$ 32,208 approx.).



APPENDIX A.2
Page | of |
{Refer Finding 2)

GRANT FUNDS USED FOR OTHER PURPOSES BY MOEC

Sr. No.

V/¥o.

Date

Asount Debited to Paid to Renmarks
{NRs)

3

4

63

TOTAL:

Sept.'88

Sept. 88

Sept. 88

2,856 A/c B{6rants) Wosen Education This asount was
Section refunded by the
Woeen Education

Section after 1B days.

10,088 -do- -do- This amount was
refunded in a
week's tiame,

i, -do- Nepal Mahila  This asount was
. Sangathan adjusted after 9
' sonths by deducting
fros the sonthly
expenses subsequent
to June 30, 1969,

112,85  (US$ 3,748 approx.)



GRANTEE/  REFER
SUBGRANTEE

Decesber NG

noEC V.NO.LE0

14
243
218
134
2
19¢
22
297

n

1969

1990

»
am

»
21

)]
Total (M) ¢ (B)

1,5%8.4
2,331.4

335.08
2,20.8
5,613.08
2,i0.00
1,489.0
1,300.08
8,811.0
4,2712.08

5,600.80
6,00.08
6,1710.00
,123.00

3,500.00
31,500.08

1,000.00
.0

MATURE HEAD/ UDBET

Asount deposited in Provident Labour
Fund (PF) Account

-do-

.do-
Electric heaters 1.5.4
Tube, Wires, Plugs etc, -do-
Utensils -do-
Electric Autosatic Thersos -do-
Telephone, Junction box, drop wires -do-
Single rod heater ~fo-
Tea sets, cups -do-
Brief case -fo-
Soollen carpet, sofa cover, curtains -do-
Purchase of bulbs, vires 7.9.4

Pens, diaries, torch lights, paper 1.4
scissors, files.

Tea set, cutlery, spoons .
Carpets, sofa cover, curtains -t
digital Telephose -
Certificates to be isswed after -t
the cospletion of coursa(s) te

the participenats.

Travel advance 3
-40- 3
-t0- 3
-do~ 3

L4230
TL228.43 (U8 2,39 approx.)

APPENDIX - AS
Page 1 of |
(Refer Finding 3)

The Eaployee's salary for this period
on which the PF is calculated was
charged to another project. The 3
wis however, charged to the project as
%! does not saintain activity reports
for its persoanel to deteraine staff
costs allocations.

These expenses did not relate to
the Grant and were not covered by
the approved budget.

Reportedly to audit accouats of
the various district effices.

For collection of bills
froe the districts so as to update
WOEC records.


http:1,3M6.66

EIPEMITURE NOT APPRIVED

RONTH ANGUNT NATURE

- eeose asceoce c~ncces

June, 1969 40,000 Purchase of Motor Cycle

Nay, 1989 9,000 Clearing and Formwarding charges
on purchase of new jeep.

fay, 1989 NRs 41,931.04 International Travel
and USS 4,388.29

ccasssccnsane

NRs. 99,951 ¢ USS 4388.28

TOTAL: USS 7,628 (approx.)

MPPERII - A4
Page 1 of |
(Refor Finding 4)

(Aaouat in MRs)

Appraval fros USAID/N not availadle

Approval froa USAID/N for the jeep
not available. Original cost where
pooked not known,

Approval froa USAID/N not available,

.M\


http:45088.21
http:4,586.26

APPENDIX A.5
Page | of |
{Refer Finding 5)

FUNDS POSITION

BRANTEE DATE AMOUNT REMARKS
NR's
NEI, June 38, 1989 129,151,358 Closing balance per Monthly
Kathaandu Financial Report (NFR) could not
be agreed to the opening
balance per MFR i.e. a difference
July 1, 1989 122,122.32 of 7829.86.
WEI, June 38, 1989 US$ 2887.3@ The closing balance as at June 30,
Boston (Per SF 272) 1989 as reported by WEI, Boston is

supposed to include Kathsandu's
closing balance of Rs.129,151,58
(USs 4,305 approx.). The

Katheandu balance is in turn
inclusive of funds relating to
other projects which could not be
identified. In view of this closing
balance per Kathaandu records

could not be correlated with the
reported balance.


http:Rs.129,151.58
http:122,122.52
http:129,151.58

B.1
B.2

B.3

B.4

B.Y

Amounts paid to MOEC

Discrepancies in closing stock for 1968-89

Various budgets for MOEC - Year 1 (ended on July 19,
1989)

Internal control and other related matters

Improper and non-maintenance of records


http:KATIe.DU

APPEMII 0.1
Page | of |
(Refer Finding 6)

AMOUNTS PAID TO_MOEC
Per ¥E] Katheandu Records Exchange Rate Per SF 269
(per advice

Ronth Asounts (NCs)  froe Boston) uss Period (Q/E) uss
Aug.'88 1,430,008 3.9 68,851.8 9/68 $2,432.4
Sept. 88 976,000 4.0 40,416.67 12/88 68,416.00
Jan.'89 100,000 25.18 15,936.24 3/89 17,680.88
May, ‘89 270,008 7.4 9,926.47 /89 6,031.0

3,070,008 127,18.4 149,359.08

35383338 SESZRSEITINS

Diffarence 12,20. 44

169,359.08

¢ The difforence of § 22,220.34 has been included as questioned costs in Appendiz ).


http:22,226.54
http:127,1M.46
http:9,926.47
http:15,936.24
http:46,416.67

3.

APPENDIX - B.2
Page 1 of
(Refer Finding 7)

FFERENCES IN CLOSING_STOCK FOR 1988-89

DI

Name of BoOk ¢ Chalfal Garouna Chitra
Numbers
Opening Stock for 19688-89 Nil
Add: Total receipts during the year 5,000
Less: Total issues during the year 4,339
Closing stock for 1988-89 should be __;;I (A)

Opening Stock for 1989-90 taken in Stock Register as 1269. (B)

Name of Book 3 Sukhi Jeevanko Bato

Opening Stock for 1988-89 1,200

Add: Total receipts during the year 11,000

Total stock for the year I;:;;;

Less: Total issues during the year 10,014

Closing stock for 1988-89 should be -;:I;; (A)

Opening stock for 1989-90 taken in stock register as 3490 (B)

Name of Book ¢ Shaikshik Khel

Opening stock for 1968-89 Nil

Adds Total receipts during the year 3,000

Less: Total issues during the year 3,692
Closing stock for 19688-89 should be -;:;;; (A)

Opening stock for 19689-90 taken in stock register as 3380. (B)

Total Difference A-B = A418%

Note: Oponing/closing stock numbers were not physically
verified by us and are as per stock records.
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APPERIT - D.3
Page § of |
(Refer Fisding §)

VARIOUS BUDGETS FOR MOEC - YEAR EMDED OM JILY 13, 1989

Heads Proposed by WEI Per original
60N approval
(WR°s) (R’s)

Consultants 73,150 73,008
Travel
- International 49,500 108,00
- Local 49,500
- Per dies 59,528
Other Direct costs
- Office

Equipeents 88,000 114,08
- Supplies 8,000
- Dae-tine-

graat 1,430,000 1,430,008
- Literacy .

Materials 594,008 694,008
- Post Literary

Materials 770,008 770,08
Mainistrative
Qpenses “.m
Supervision 30,
Repairs
Office Printing
Stationery
Fuel
Publishing of
Materials
Sraats/Projects
Niscellaneous

3,275,678 3,275,008
SESSSERER SSSEESSSE

Per final GON
approval
(WR°s)

59,04

114,000

2,740,008
31,000
3,00

-»oosecees

3,274,008

SSSSISRET

Per Original agreesent
dated Sept 27, 1987
(Asount in USS)

2,548 (108 days € § 23)

1,500 (2 trips € 8 738)
1,508 (13 trips € ¢ 109)
2,000 (100 days 0 8 20)

4,00
2,

63,00
10,008

10,000

9,300 (R's 2,935,000 appror.
ssssas refer Note below)

Note: The expenditure incurred upto June W, 1999 asounted to M°s 2,674,133 (refer Part 111 - B.1)

A



P sttt

1 TR THER RELA 14

- Certain transactions at WEI Katheandu resained unexplained. Refer page 2 of J.
As a result we could not fully relate the reported inforsation to the bank
statesents or to the weork plan as required by the grant agreesent.

- fs ¥El did not saintain 3

cash boot we were unable to detersine whether:

. 851 of the MEI budget has been spent on goods and services
provided in Nepal

, 791 of WEl expenditure was in foreign exchange.

- The procedures followed to soni
did not prove effective. Refer

tor the fund requiresents at Katheandu
page 3of 3. The balances, as 2

consequence resained unesually higher than funé requiresests at ¥El,

Kathaandu.

- Ay isterest varned @ groat funds is

Beston and no records
Lathasadu.

or details in this

reportedly dealt with by €l

regard were available at

APPENDIT - D4
Page 1 of 3
(Refer Finding 9)

Refer attachasnt 2 of the grant
agreesent dated Septeader 27, 1987,

High bolding of funis and

loss of interast on funds

as #e interest is receivadle s
bast accounts held by VEI
Cathosndu,



Ac Vo, Refer Bank
1§239/202/7% Statesent
(Dates)

Debits April 24,1989

Credits February 10, 1988

October 27, 1988
Deceader 4, 1986
Decesber 26, 1988
Janvary 9, 1989

February 13, 1989
April 4, 1989
May 7, 1989

A R,

e Al

June 18, 1989
Refer sonthly
Fisancial Report.

Mril, 1998

February, 1999

47,18

23,8

25,18
12,658
12,638
6,008
l.|.
14,000
12,485
12,630

6,08

219,890.08

107,099.8

Appendiz .4
Page 2 of 3

---------------

Deing cossission oA
account of encasheent of
Traveller's cheques.

Cash deposits

Deposit cheque drawn on
us

Deposit cheque drawn oA us
-go-
“0'
“0'
Cash deposit
.‘0-
Clearing
Deposit cheque drawe oA Us

Chegques cleared

Receipt fros Doston Baat statesest for
the peried et

available,

-fo- Asount could mot be
traced in the baak
statesent.


http:3,099.60

RALANCES PER BANE. STATEMENT
(Combined for two Accounts)

Period

December, 1987
January, 1988
February, 1988
March, 1968
April, 1988
May, 1988
June, 1988
July, 1988
August, 1988
September, 1988
October, 1968
November, 1988
December, 1988
January, 1989
February, 1989
March, 1989
April, 1989
May, 1989
June, 1989

Appendix B.4
Page 3 of 3

Closing BRalance

NR’'s

99,181.72
79,330.32
75,400.73
54,824.76
143,392.38
124,133.30
119,939.92
183, 624.48
239,646.6%
198,445,.85
114,184.19
30,105.47
490,426.98
34,909.24
77,018.80
130,931.57
190,1%6.26
97,199.42
129,151.98


http:1299151.58
http:97,199.42
http:190v156.26
http:130,931.57
http:77,018.80
http:344909.24
http:4909426.98
http:30g105.47
http:114,184.19
http:19B9445.85
http:239p646.65
http:183;624.48
http:119p939.92
http:1249133.30
http:143,392.38
http:549824.76
http:75,400.73
http:79p330.32
http:99,081.72
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AUDIT OF MORLD EDUCATON INC
NEPAL PVO CO-FINANCING 11 PR JECT (367-8159)

KATHMANDU, NEPAL

IMPROPER MAINTENANCE OF RECORDS

Appendix B.5
Page 1 of 4
(Refer Finding 7)

—

2.2

NATURE OF RECORDS/CONDITION

ORGANIZATION

CRITERIA

EFFECT

CAUSE

RECOMMENDATION

iPrenusbered receipts/bills
iare not issued for sale of
ibooklets., Receipts are

instead issued on letter
heads.

iSales D1lls are not
iprenusbered and a nuaber is
iput on thea on the basis of
1Sales Register where sales
iare recorded sequentially.
iThe records did

inot adequately identify the
texpenditure incurred against
igrant funds.

2.3 iVehicle log book does not

3.1

3.2

inote details of mileage,
tpurpose of visit and person
iusing the vehicle.

Advances made are included
as expenses in the reports.

iDelay in refund and
tadjustaent of advances.
iRefer page 4 of 4,

WEI

ROEC

MOEC

NOEC

MOEC

MOEC

]
'
'
3
.
'
1
’
'
»
'
'
'
H
'
»
]
1
]
'
'
'
]
.
'
'
[
’
1
’
]
.
'
.
'
'
I
'
.
"
]
1
¥
3
s
*
¥
'
t
'
+
t
[]
'
]
'
2
.
]
H
:
’
’
H
]
H
:
v
1
?
)
'
)
)
]
.
)
'
]
?
]
H
'
®

Effective control over funds
generated is weak.

-do-

Records should sufficiently
substantiate charges to the
grant.

-do~

1
H
]
’
]
H
)
)
]
1
]
i
Il
'
.
'
]
.
'
v
+
H
.
'
]
'
+
1
1
H
’
'
'
'
'
’
]
1
¥
’
]
:
»
’
#
'
¥
*
1
1
]
'
*
1
'
’
1
'
H
]
'

iThe reports do not provide
taccrual data as required by
iHB 13,

Effective control over
lutilisation offunds needs to
1be ensured.

]
.
]
v

iThere is no persanent record
10f cash received through
isequentially pre-nusbered
ireceipts,

There is possibility of

The accounting systes has not
been formalized.

‘Records eaintained as per

sisuse of sales bills whereby iMinistry quidelines where

isales can be sade without
irecording in Sales Register,

The records did not persit
ensuring cospleteness of
recorded transactions

135 attributed to grant
{funds and consequently
i1the closing fund balance
icould not be verified.

i1t was not possible to
iconfirs fuel expenses
icharged to the grant

i funds.

iThe sonthly expense reports
idisclose incorrect data to
ithe extent of unadjusted
advances,

iExpense reports do not show
icorrect expense status and
igrant funds could be utilised
ifor other purposes.

{prenusbering is not necessary.
' .
H
:
1]
]

iRecords are maintained as per
Ministry quidelines which do
inot sufficiently identify
icharges to the grant funds.

-do-

L

)

L

1]

iCash basis of accounting
ifollowed without providing
ithe accrual data in reports.
;
:

1

]

1

]

Asounts are adjusted only
upon subeission of bills.

iFor effective control over
ifunds generated prenusbered
ireceipt book should be used
vand each receipt should be
raccounted for in the cash
tbook promptly (refer 4.1
ibelow).

iFor effective control over
ifunds generated pre-nusbered
isales bills should be used
1and periodic reconciliations
iwith the 5ales Register
ishould be performed.

{Records, adequately
lidentifying, the expenses
iincurred against grant funds
ineed to be maintained,

The vehicle log book should
include sufficient details
for deteraining charges
allocable to the grant.

Cospliance with HB I3 to be
iensured by providing the
taccrual data for advances
inade and resaining unadjusted
tat the reporting date.

tAdvance accounts need to be
inonitored on tisely basis in
iorder to settle accounts
iprosptly and establish
ieffective control,
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AUDIT OF WORLD EDUCATION INC
NEPAL PVD CO-FINANCING 11 PROJECT (367-8159)

KATHNANDU, NEPAL

NON-NAINTENANCE OF CERTAIN RECORDS

Appendix B.5
Page 2 of 4
(Refer Finding 7)

S.No!NATURE OF RECORDS/CONDITIONS :ORSAMIZATION! CRITERIA

EFFECT CAUSE

RECOMMENDATION

4.1 Mo Cash Book for
irecording day to day
iexpenses, receipts is
inaintained to estadlish
icontrol over cash funds,

It is necessary to keep such
irecords for exercising coatrol
iover cash funds

tand cosply with HB 13,

1

.

13

’

1 :

4.2 iNo Rank Book maintained, H 3 iEffective control over grant
irecords kept on semoranda ! tfunds needs to be ensured by
tbasis and bank H imaintaining records which
ireconciliations not H ‘adequately identify the
iprepared to establish control! isource and application of
tover bank funds. Also there ! +funds.
tis a coseon bank account for !
1all the projects and as 2 H
fresuit 1t was not possible to!
tver1dy withdrawals and '
texpenditure for individual !
iproje-ts. ‘

:

MOEC tIn the absence of accounting

5 iMo suppliers ledger
H ton an accrual basis, accrual

saintained for processing

twere not saintained for
idetersining allocation of
tlabor costs or for assessing
1its reasonability.

No.2 in HB-13 and Circular
OMP-A 122 require saintenance
of these reports.

1
:
isuppliers invoices. ! 1data needs to be provided by
H ' ithe reports.
13 [l ]
1] 13 1]
: : :

8.1 iAttendance and leave records MEI iMandatory Standard Provision
iwere not available for the ! iN0.2 in HB-13 requires
iperiod under review. ' inaintenance of attendance and
‘ ' ileave records.

H ! !
H ! !
H H H
H H '
H H H
H H H
6.2 iPersonal Activity Reports 1NE] tMandatory Standard Provision
! '
H H

iEffective control over tMesoranda records are kept by
tall funds is not established.!Mainistrative Assistant and
: ian adequate accounting
isystes not yet isplesented,

Tlw racords did not persit
ensuring coapleteness of
transactions attributed to
the grant and the
verification of closing fund
balance.

The accounting systes has not
been forsalized.

The reported inforsation is
inaccurate to the extent of

Ministry guidelines do not

provide saintenance of

bills pending paysent and isuppliers ledqer. Control is

there is a possibility of tkept by refering to earlier

double payaents to suppliers.ipaysents and the original
torder.

'
'
]
+
!
i
!
'
|
'
'
H
{
'
'
H
f
!

iDue to absence of these iRecords were kept but were
irecords it was not possidble Iaisplaced during the shifting
tto verify adherance to tof the office.
tappointeent teras and also |
iwhether proper salary H
deductions were sade for H
excess leave taken or leave !
iwithout pay etc, i
{
[}
1]
.

iReasonability of allocation (WEI, Katheandu being a ssall
iof labor costs could not be {organization it did not sees
tconfirsed. inecessary to keep these

irecords.

1
{Petty Cash Book should be
‘aaintained for controlling
ithe cash expenses/receipts
iand establishing effective
icontrol over cash funds.
tBank book should be
isaintained and bank
ireconciliation statesents
ishould be prepared on sonthly
ibasis.

iSuppliers ledger should be
imdintained to facilitate
taccurate and correct reports.

Attendance and leave records
need to be saintained for
ensuring correctness of
salary paysents.

Since the organization is
growing and different
projects have cosmenced it is
recosserded that such
irecords be smaintained for
rensuring reasonability of

ahnur raet allaratinne

v
'
]
H
.
v
:
H
'
.
:
*
'
'
H
]
v
3
4
]
H
.
4
]
‘
.
v
[
H
]
'
]
'
.
'
»
'
]



Appendix B.S
Page 3 of 4
(Refer Finding 7)

AUDIT OF WORLD EDUCATION INC
NEPAL PVO CO-FINANCING 11 PROJECT (347-8159)

KATHMANDU, KEPAL

NON-NAINTENANCE OF CERTAIN RECORDS (CONTD..)

S.No!NATURE OF RECORDS/CONDITIONS :ORGANIIATION: CRITERIA H EFFECT : CAUSE : RECOMMENDAT 10N
7 'No Log book for vehicles keptiNE] iLog book for vehicles should IEffective control over usage !Since the organization is iLog book should be kept
! : ibe kept for control of fuel lof vehicles and allocation toiseall it did not sees igiving details of
' iexpenses and for allocating projects not established. inecessary to keep such log H
: ithe expenses between ibooks. 1) Nileage covered.
]

idifferent projects, :
i1i)  Purpose of visit

i1ii) Signature of user.

1iv) Details of fuel expenses.

]

.
1] 1
' H
] )
’ "

1As per agreeaen! teras there (MWE]
1are sub-lisits on travel
iexpenses and consultancy
iexpenses. Ko record is kept
ito show adherance to such

‘sub-limits.

Agreesent teras. iNon-adherence to agreeaent
tteres and our inability to
iconfire whether sub-limits
iexceeded.

Only overall limits were Records should be kept

considered. Adherance to ishowing details of travel and

sub-lisits was not considered.iconsultancy expenses for
iconfireing adherence to
tagreed sub-lisits.

tMo petty cash book kept and IMOEC

ino receipts for cash sales {Adult
iissued As per the system !Section)
1followed cash 1s kept at the |
ipresises at tise of cash sale!
iof saterial and deposited in |}
ithe bank as early as H
ipossible. Entry in Ministry |
icash book is sade only after |

Effective control over funds !Since no entry is sade in

generated is lacking, iPetty Cash Book nor any
ireceipt issued there is lack
of effective control over
icash in such cases.

Such sales are few and such It is recosaended that a
cash is kept in custody of ipetty cash book be maintained
senior officer, tat the Section and also a
iprenuabered receipt book
iused for control over
1such cash sales,

ireceipt of Bank deposit
islip. Moreover no receipt is
iissued at the tise of such
icash sale.

- .
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AY [N REFUND/ADJUSTMENT QF ADVANC

faount Brawn  Debited to Refunded/Adjusted
Period 1988-89 A/c Code No. after

APPEDIE - D)
Page 4 of ¢
(Refer Finding 7)

Reasons if any

1,08 3 8 sonths

4,4

15,008 8 4 sonths

4,0 8 7 sonths

1,0 9 12 sonths

1,2 M Outstanding till date

Delay in subaission
of bills.

"V



3

NOEC

NON COMPL [ANCE

RELATING TO

SF 269, 112

SF-269, 270, 2712

Provident Fund (PF)
Rules.

Tax deduction at
source (TDS)

Internal Mudit

Internal Mudit
Report.

Delays in subaission of reports :

-SF 269 is required to be subsitted
within 38 days froa the Q/E, whereas
-SF 272 is required to be subsitted
within 19 days of the Q/E.

SF 269 is prepared quarterly by Wl
Boston. However, Katheandu expenses
which are also part of the total expend-
iture were sot being incorporated into
the statesent on . “egular basis during
the perios ¢ audit (as at June 3, 1989
Katheandu expenses were incorporated
fully). The sbove delay in turn affects
the respective SF 270 and 272 reports.

PF deductions not sade/deposited
per requiresents,

In accordance with local requiresents
T0S rules sot coeplied with,

Mo internal awdit was perforsed, contrary
to requiresent.

Internal audit observations were pending
action.

Appendin C.!1
Page 1 of |
{Refer Finding 12)

SF 269 Q/€ 12/87 June 23, 1988

G/E 3/88 Mot dated but could mot
have been earlier than
June 23, 1988,

SF 272 Q/E 12/87 Mot subsitted
/€ 3/88 -do-
9/€ /87 -do-
to &/88 August 9, 1988

Q/€ 12/88 January 23, 1989
/€ 6/89 duly 31, 1989

5F-269 Kathaandu Expenses  Incorpo-

Period Mot incorpos.‘ed rated in
o eeveemcemeeeeme  GF-24
Period  Asount(USS)
WVEYM R 1,03 e 12/08
0/€ 12/08 10/08 to 3,423 0/e /80
12/08
WEIN 1/ te 4,3W e/E /80
Y] ‘
(R's)
§,461

Not quaatifishle in absence
of full details.

NN



Appendix D

Page 1 of 1
QUESTIONED COSTS
Description Amoynt Beason
uss
Expenses charged by
WEI, Boston (Refer 134,369 Supports not available
Note below) at Kathmandu (Finding 1)
Expenses not related
to the grant 2,990 Refer Appendix A.3
$ 136,935

Note: The amount stated as questioned costs includes

approximately s 22,229, being difference per Finding 6.



APPENDIX B

Page 1 of 6
MEMQ
To: C. Travis Rattan, Controllex/USAID
cC: Mike Calavan, PPD/USAID M\/\
From: Chij Shrestha, Asia Field Director/World Bducation %,__----*

Date: April 22, 1991 .
Subject: Draft Non~Federal Audit Report on World Education Project

No. 367-0159.

1 have read through the report and discussed it with John Comings who
is in Kathmandu at this time. We feel that our Controller and Auditor in
Boston will need to consider this report before we can respond in a final
way, but to keep the process moving we are presenting this draft reply
which has not been cleared yet by WEI/Boston.

Finding 1:

world FEducation's auditing procedures are required hy AID/Washington
o conform to OMB A-110 up to June 30, 1990. As of July 1, 1990, World
Zducation must conform to OMB A-133. Both of these require that original
receipts for direct costs and overhead expenses be kept in Boston for
review by the auditor who does look at all expenses including those from
the Kathmandu office. Original receipts for expenses under subgrants are
kept with the subgrantee and audited under their procedures with the
understanding that World Education and AJD have access to them. Our
understanding of AID's audit zequirements are that Direct and Overhead
expenses are audited in Boston and Subgrant expenses ure audited in the

fleld.

Since we were unawatre that AID would requlire an audit of direct
expenses in the fleld we were nol concerned with keeping sufficient
documentation in Kathmandu. We feel that original receipts, by OMB rules,
must remain in the Boston files. We could keep photocupies of recelpts in
Kathmandu and, if required by AID, could send photocopies of all origlnal
receipts of expenditures made in Boston to Kathmandu, but this is an added
expense that would only be justified if AID is planning to audit the project

from both places. .

I1f AID/Nepal wantr! us to keep all original recelpts in Kathmandu, we
will need concurrence from the OMR-133 auditor. If AJD/Nepal ie willing tq
accept photocopies in Kathr. .2 - with originals in Boston, we can begin doiny

that with the present grau:.
| M)
.\ Vv
(21«4) O

b
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APPENDIX E
Page 2 of 6

Einding 2:

World Education accepts t1is finding ar o lack of oversight on our
part, and we have discussed this procedure with the MOREC which has ayreed
that they will not mMoan" AID funds to other aceounts within the MOEC, We
feel that the MOEC made Lhis mistake in good faith, since they were only
trying to manage cash flow and ‘then replaced the AID funds which were
eventually used to pay for subgrant-relatcd expenses. Now that we are
aware of this problem, WEI/Nepal will keep closer supervision of the use of

<ubgrant funds.

Finding 3:

Though some of the expenses llsted un Appendix A3 look like ones
that might be acceptable under the. terms of the grant (certificates for
course participants, for example), World Pducation accepts that some do not.
WEI/Nepal staff will begin to monitor all detalls of MOEC expenditures,
including personnel activity reports, to ensure that costs are allocated
correctly. WEI/Nepal will provide that report directly to AlD/Nepal with a

copy to WEI/Boston.

Finding 4

puring the time covered hy the audit, WEI/Nepal had become used Lo
dealing with AID ¢n a perscnal basis and should have been asking for written
approval. For example, we did discuss the international travel mentioned
‘n Appendix A.4 with AMD, but at the tine we thought we were only required
‘to notify, not seek written approval for travel. As for the Rps.9000 for

clearing and forwarding we assumed that since we had apprxoval to purchase .

the vehicle we had approval to pay all the costs of bringing it to Nepal.
WEI/Nepal has already begun seeking written approval for all expenditures
covered under OMB A-122. Copies of these approvals will be on file for

future audits.

Finding 31

WEI/Nepal only has one bahk account and so the bank balance will
usually be greater than the remaining AID funds. Since we are beiny audited
in Boston, that is the figure that AID ahould consider accurate. As was our
policy, WEl/Boston was counting subgrant expenses as spent once they were
sent to Kathmandu, and this, too, caused the two accounts to appear
different. We have beygun holding the subyrant amounts on the books. until
they axe reported transferred to HMG.

A
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Dinding 6:
This difference is a resualt of some of the subgrant expgnses being

paid directly by WEI/Boston rathier than going through the MOEC hooks., For
example, on a study tour to Thailand, dollar costs were seni. by World
Education to its office in Thailand and given to the participants there and
some equipment that required dollar pnurchase were paid for ont of
WEI/Boston. Again, all of thesc expenses were audited in Rnston under OMB
A-110 and were considered valid subgrant expenses. In the future, World
Education will keep the original recelpt of these expenses in Kathmandu ju
- 3 file to be added to the MOEC accounts.

Finding 7:

The motorcycle was purchased in haste to try to solve an immediate
problem and proper procedures were nob followed. WEI has already taken
care of the title and insurance for the motorcycle. MOEC will, in the
future, pruvide adequate storage for goods purchased under the grant and
keep proper stock records. The stordage and stock records will be
supervised more closely by WEI/Nepal, At the time of the Surkhet Pilot
WFET/Nepal and MOEC staff were working almost all day, 7 days a week, to
ensure that the pilot went well. Some of these adminlstrative matters

suffered but for a good cause.

Finding §;

R Under our original negotlations with AID Lhe grant was going to be
5606,197, and we entered into negotiation: with MOEC for the awmount of
§327,500. At the last minute the grant was reduced with subsequent cuts
from direct and subgrant budgets. Since the agreement between WEI the
MOEC was denominated in Rupees and since we knew that devaluations ‘had
already changed the dollar to Rupee rate, we didn'i bother to change the
subgrant agreement amount. We were worried that a change at that time
would delay the signing of the agreement, and WEI was confident that
$322,500 would provide sufficient rupees. Had that not been true, WEI
would have made up the additional $5,000 from other sources, The present
agreement conforms to the total and the expense category requirements.

Finding 9:

As with finding #1, WEI assumed that il was only required to kcep
adequate records in Boston. 1L AID/Nepol wants duplicate records kept in

Kathmandu we can do that.
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Fipdlng 1.0:

world Raucation io .« coccomplying with the roporting cegquirements
in the presenl. grant which are Yess time consuming than those under the
previous grant, Financial reports will come from Roston each quarter and
program repocts every 8ix months. -

Einding 1L

World Educalion will hegin reporting the grant match as an estimate
. on its sit  :onth recport and as an actual on its yearly report. The ¢osts
are com: .ced under different schedules and 80 a one year reporting will
.allow us to look at a prograimn cycle (one sct of yearly classes) and qget
accurate costs from all sources.

World Education chose a conservative fiqure for program match based
only on those funds that can be directly attributed to MOEC/Adult Education
Section and World Education activities, hut a much larger amount of funds
are coming into the National Litcracy Programme as a result of the quality
 of effort which is linked directly to the AID fundlng under the present and
previous grants. So that ATD/Nepal has an accurate picture of the impact.
of Lheir funding, WET will gather data that quantifies that lurger effect and

repart it separately.

~ind

As mentioned in Finding #1, and intexnal audit of World Fducation
expenses were performed under A-110. The SF269 and fF272 arc prepared
C'in Boston which uses an outside accounting firm. Our bouks for any month
"only come back on the 12th or 15th of the next month. Getting these forms
prepared and back in Nepal {n an original form within 15 or even 30 days is
- Qifficult. Starting in July, WEl/Roston will bring its accounting In-house
with a new computer system and should be able to respond more quickly.

world Education s addressing the Provident Fund and TDS issues., We

engaged the services of a lawyer to help with this but the process is
complicated and confusinp. The MOEC accounts are audited by HMG's Office

o_f the Auditor General.

JA
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MENMO

T0 USAID

FROM : John Coming$
DATE : MHay 23, 1991
RE : Audit of Project 367-0159

My understanding vhen I left Nepal vas that our response to the "Draft
Non-federal Audit Report” was preliminary. Based on that response, Price
Vaterhouse vould prepare 2 final report, and ve would have a chance o reepend
to that. Our memo of April 22, 1991 is sufficient, therefore, forafov, but
vhen the final report comes out, ve may want to dispute somc of the findlugs.
I was vaiting for that final report and so have not spent muchk time on the
audit. Bven so, I would like to add the folleving comments:

Finding 1: My understending from our meeting with
USAID/Nepal was that they egree that this
finding is vrong, since all of the receipts are
held in Boston vhich as AID requirves.

Finding 2 t No more commeénts.

Finding 3: ve don’t accept that all of the expenses listed
are unrelated to the grant.

Finding &: No more compents. .
Finding 31 Accurate records asre maintained in Boston.

Finding 6: USAID/Nepal agreed that WEI/Boston could pay
subgrant expenses directly.

Finding 7: No more comments.
Finding 8: No mora comments.

Pinding 9: No smore comments.

Pinding 103 Finsncial reports are pravided quarterly.
USAID/Nepal told us that a six month nacrative

report vould be sufficlent, but ve understand
pov that it should be a guarterly report.
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Page 2

Finding 111  Por Project 367-0159, sufficient non-AID cash
' nateh vas expended on the project and did run
through our books. The total was $39,488.70,
' and this can be verified by records in Boston.
Finding 12: I'1l search through our files here to sLe 1f
. those reports vere sent and the dates they vere
sent.

)



. 29 '91 B:14 @090 USAID/NEPAL: I77-1-272357 _ Lot LT
PR

. :_- L)

™~ ¢ Appendix°F

Page32 of 1

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT
USAID/NEPAL
PAX MESSAGE FORM

CABLE: USAID NEPAL PAX: 977-1-272357
TRLEX: 2381~-ABKTM-NP TBLEPHONE: 2714283
270144, 270171

T0: Price Waterhouse OPFICE: New Delhi, India
FAX NO: _011-332-3183 TBL NO: _3314591, 3316157

PAGES: S (INCL. THIS PAGB) PROM: C. T. Rattan ontroller
SUBJECT: Draft Non-Federal Audit Report on the WBI Project 0159

<
DATE: _04/26/91 CLEARANCES (OFFICE/INITIALS): PPD:MCal vgk

PROC:AEisenberg gdruttkg

NESSAGE:

1. Attached is a copy of response memo dated April 22, 1991
from the Asian Pield nitoctot/wotla Bducation on the
subject report.

2. Nission officers have discussed the audit recommendaation
with WBI, but only oa broad teras., In onoral, both WBI
and USAID agree in the principal concerhs o2 the audit,

Upon receipt of the final audit USAID will wozk with WBI on .

the audit issues

- S T

3. As indicated im the/ memo, John Comings' is in Zathmandd and’,
is avare of the contents. :



U.S. Ambassador/Nepal
Mission Director, USAID/Nepal

Assistant to the Administrator,

Asia and Private Enterprise Bureau (AA/APRE)

Office of Asian Affairs (APRE/A)

Office of Finance and Program Management (APRE/FPM)
Assistant Administrator, Bureau for External Affairs (AA/XA)
Office of Press Relations (XA/PR)

Office of Legislative Affairs (AA/LEG)

Office of the General Counsel (GC)

Assistant to the Administrator for Management Services (AA/MS)
Assistant to the Administrator for

Personnel and Financial Management (AA/PFM)

Office of Financial Management (PFM/FM/FP)

Office of Management Operations (M/SER/MO)

Center for Development Information and Evaluation (PPC/CDIE)
Inspector General

Assistant Inspector General/Audit

Office of Policy, Plans and Oversight (IG/A/PPO)

Office of Programs and Systems Audit (IG/A/PSA)
Office of Legal Counsel (IG/LC)

Office of Resource Management (IG/RM)

Assistant Inspector General for Investigations and Inspections (AIG/I)
Regional Inspector General for Investigations/Singapore (RIG/1/S)
RIG/A/Cairo
RIG/A/Dakar

RAO/Manila
RIG/A/Nairobi
RIG/A/Tegucigalpa
IG/A/FA
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