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Memorandum

TO

FROM

SUBJECT

DIrector, USAID/South Africa, Wdha

Audit ofUSAID/South Africa's Project mplementatIon Letter No
45 to Techmkon Northern Gauteng under the TertIary EducatIOn
Lmkage ProJect, Report No 4-674-00-003-F

ThIS memorandum IS our report on the subject audIt We have consIdered your
comments on the draft report and have mcluded them as AppendIx II herem ThIS report
contams no recommendatIons

I appreciate the cooperatIOn and courtesy extended to my staff dunng the audIt

Background

Project ImplementatIOn Letter (PIL) No 45, under USAID/South Afnca's TertIary
EducatIOn Lmkage Project proVIdes financial and techmcal support to Techmkon
Northern Gauteng (TNG), a South Afncan educatIOnal mstItutIOn The purpose was to
mcrease access to engmeenng and techmcal studIes for academIcally dIsadvantaged
students The penod of performance IS from September 1, 1997 to January 30, 2000

USAID/South Afnca commItted $191,000 to thIS PIL The funds were to be used to (1)
Improve academIc preparatIOn of dIsadvantaged students to complete degrees m techmcal
fields, (2) enhance the capaCIty of TNG to delIver thIS type of academIC support, and (3)
establIsh Imkages wIth a U S mstItution wIth sImIlar program objectIves

Upon completIOn ofour field work on June 7, 1999, USAID/South Afnca had reImbursed
TNG ZAR 88,744 ($14,769) for costs mcurred under thIS PIL



Audit ObjectIve

The Office of the ReglOnal Inspector General/Pretona conducted thIS audIt to answer the
followmg questIon

Wcre costs charged to USAID/South AfrIca by Techmkon Northern Gauteng under
ProJcct ImplcmentatIon Letter No 45 of the Tertiary EducatIOn Lmkage Project
reasonablc, allocable, and allowable 10 accordance wIth USAID rules and regulations?

AppendIX I descnbes the scope and methodology

Audit Flndmgs

Of expendItures totallmg ZAR 88,744 ($14,769) whIch were reImbursed by USAID/South
Afnca to TNG under PIL No 45, we found that ZAR 38,327 ($6,531) was reasonable,
allocable, and allowable m accordance WIth USAID rules and regulatlOns However, we
were unable to determme the elIgIbIlIty of the remammg costs of ZAR 50,417 ($8,238) ­
almost 56 percent of the total amount reImbursed by the MisslOn - because costs claimed
were not supported by appropnate documentatIon

Moreover, we noted that TNG (1) dId not have an effectIve system to track, venfy, account
for, and report costs mcurred under the PIL, and (2) needed to establIsh a travel expense
reImbursementpolley consIstent WIth that ofUSAID's

These findmgs are dIscussed below

Accountmg System and
Travel PolIcy Needed

PIL No 45 reqUIres TNG to dIsburse ItS own funds for elIgIble expenses and then request
reImbursement from USAID/South Afnca by submlttmg monthly expendIture reports
TNG IS also reqUIred to mamtam books and records relatmg to the funds commItted and
dIsbursed under the PIL

Our reVIew of the reImbursement reports, accountmg records and related documents at the
MisslOn Controller's office and TNG showed that expendItures amountmg to ZAR 38,327
($6,531) were supported by appropnate documentatlOn and were determmed to be
reasonable, allocable and allowable However, no documentatlOn was avaIlable to support
the remammg costs ofZAR 50,417 ($8,238) We are, therefore, questlOnmg thIS amount as
an unsupported expendIture

Moreover, TNG dId not mamtam adequate accountmg records showmg that the costs
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reImbursed by USAID had been posted to Its books of account For example, a reVIew of
TNG's plpelme costs, (1 e costs mcurred under the PIL but not yet submItted to the MIssIOn
for reImbursement), showed that

• Cost Report for PIL No 5 (cost center X031) had an entry under account 2220 (VlSltS to
ForeIgn CountrIes) for the purchase of two aIrlme tIckets for ZAR 14,952 Only one of
the tIckets was used but the cost report dId not show any adJustmg entrIes to credIt the
account for the redemptIOn ofthe unused tIcket

• An entry was made under the same account for a travel advance ofZAR 13,093 Smce
TNG foreIgn travel IS on an actual baSIS, there should have been an adJustmg entry for
the dIfference between the advance and the actual costs mcurred No documents were
aVaIlable as eVIdence that expenses had been mcurred and an offset was made to the
travel advance

Fmally, we noted that the PIL dId not speCIfy how travel costs should be reImbursed Smce
these are USAID funds, we belIeve that a umform USAID travel polIcy should be apphed

Because of lack ofa relIable accountmg system, reImbursement reports were not submItted
m a tImely manner and costs claImed were not always adequately supported USAID/South
Afnca was thus not aware of the total expendItures mcurred by TNG We belIeve that TNG
needs to establIsh an ongomg system to track, venfy, record and report costs mcurred under
the PIL

RecommendatIons to address the questIOned costs, lack of an effectIve accountmg system
and the need to establIsh a umform travel polIcy WIll be made to USAID/South Afnca m a
separate consolIdated audIt report tItled, "AudIt of Costs Charged by EducatIOnal
InstItutIons to USAID/South AfrIca Under Project ImplementatIon Letters Funded by the
TertIary EducatIon Lmkages Project, Report No 4-674-00-007-F"

ImplementatIon ofPlanned ActIVItIes

In accordance WIth reqUIrements of PIL No 45, TNG has been Implementmg ItS planned
actIVItIes It began ItS first preparatory sIx-month course to enhance the academIc
capabIlItIes of dIsadvantaged students m January 1999 A second group of students WIll
be mstructed from July through December of 1999 In addItIon, TNG has establIshed a
lmkage WIth FlOrIda A&M Umverslty m the US and WIll receIve techmcal aSSIstance
from that mstItution for ItS engmeermg and technology programs
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Management Comments and Our EvaluatIOn

USAID/SouthAfnca concurred wIth the recommendatIOnsof thIs audIt and stated that
correctIve actIons will be taken to (1) establIsh a comprehensIve accountmg system, (2)
mstItute a umform USAID travel pohcy, and (3) determme the allowablhty and collect the
questIoned costs of$8,238 A complete text of MIssIOn's comments IS mcluded m
AppendIx II

ThIS report does not make formal recommendatIOns to address the above Issues However,
It states on page 3 that recommendatIOns to address the deficIencIes will be made m a
separate consohdatedreport to USAID/SouthAfnca tItled, "AudIt of Costs Charged by
EducatIOnal InstItutIOns to USAID/South Afnca Under Project ImplementatIOn Letters
Funded by the TertIary EducatIOn Lmkages ProJect, Report No 4-674-00-007-F"
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APPENDIX I
Scope and Methodology

SCOPE AND
METHODOLOGY

As part of our fiscal year 1999 audIt plan, RIG/Pretona audIted costs charged by
Techmkon Northern Gauteng (TNG) under Project ImplementatIOn Letter (PIL) No 45
ofUSAID/SouthAfnca's TertIary EducatIOn LInkage Project The audIt was conducted
m accordance With generally accepted government audItmg standards and covered the
penod from the PIL's mceptIOn on September 1, 1997 untIl completIOn of our field
work on June 7, 1999 The work was done at the MISSIOn's and TNG's offices m
PretorIa, South AfrIca

Total amount commItted by USAID/South AfrIca under the PIL was $191,000 and the
amOlmt reImbursed to TNG was $14,769 as of June 7, 1999 Because of the small SIze
of the unIverse, we audIted 100 percent ofthe costs claimed by TNG and conSIdered any
questIoned cost to be matenal

To accomphsh our audIt obJectIve, we (1) exammed finanCial reports and supportmg
documents for submItted vouchers to venfy actual costs, (2) reVIewed account balances
at the offices of the MISSIOn and TNG, (3) reconCIled any unusual transactIOns, and (4)
assessed TNG's progress toward Implementmgthe planned actIVItIes

In addItIon, we mterviewed cogruzant MISSIOn and TNG offiCials and analyzed the
actIVIty report submItted by TNG to USAID/SouthAfnca, documentmg ImplementatIOn
ofplanned actIVItIes
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APPENDIX II
Management Comments
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DATE

11/02/99

FROM 1)1 ~.J

StacyRhodcs,DIR.< )p.... ( ,f-'-~

Palnck Fme, S02

Joe Fannella, RIG
TO

cc.

RE

Audtt of USAID/South AfrIca's Project Implementation Letter No 45 to Techrukon
Northern Gauteng under the Tertiary Education Lmkages Project

o URGENT 0 FOR REVIEW 0 PLEASE COMMENT 0 PLEASE REPLY o PLEASE RECYCLE

TIns memorandwn IS a response to your report on the subject audtt We have conSIdered
your recommendations and we hereby prOVide you With our management comments
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ARCADIA
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FAX (012) J26 001'
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Management Comments

USAID/South Afnca reViewed and agrees WIth the recommendauons of the subject
audit

USAID/South Afnca shalllSSUe a PIL to all Histoncally DISadvantaged Inst1tUtlons
(HOIs) that rece1ve TELP support, winch sets out proVlSlOns OIL

(a) a cornprehetlSlve a=untmg and reportmg systems that faohtate traekmg,
venfymg, accountmg for, and reportmg costs under the PILs wttIun estabhshed
nmefrarnes

(b) a uruform USAID travel pohcy that specUies how travel costs are to be
reunbursed.

The new proViSIons for a comprehenstve reponmg system and travel outlmed 10 tlns
smgle PIL shall apply to all actiVity and TELP Coordinator PILs ISSUed pnor to the audit.
All new actiVity and TElJl OJordmator PILs that are ISSUed henceforth will mclude the
a=untmg and travel proVISIOns.

II USAID/South Afnca shall work WIth the TELP Insntuuonal Contractor The Urutcd
Negro College Fund, to determme the allowabihty of funds and collect questloned costs
from Technikon Northern Gauteng ($8,238) Where expendlwres are determmed to
have been unsupported or me1JgIble costs, USAID/South Afnca shall ISSUe a bill for
COllectlOIL

ill USAID/South Afnca agrees WIth the suggestlon of mcludlng mtenm targets or
benchmarks to measure progress mProject ImplementaOon Letters (PILs)

Smce November 1998, USAID/South Afnca made It a reqwrement for new PILs to
have ImplernentaOon and Monnonng Plans m place. In adchuon, USAID/South Afnca
requested the Unned Negro College Fund to revIew all PILs that extend beyond June
2000 and do not have Implementanon and Momtonng Plans 10 order to asSIst them
develop these plans.


