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RegIOnal Inspector GenerallPretorIa, Jos Fatelfa.... P
AudIt ofUSAID/South AfrIca's Project mplementatlOn Letter Nos
4, 28 and 50 to the Umversity of Fort Hare under the Tertiary
Education Lmkage ProJect, Report No 4-674-00-004-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 staffdurmg the audIt

Background

Project ImplementatIOn Letter (PIL) Nos 4, 28 and 50 under USAID/South Afnca's
TertIary EducatIOn Lmkage Project (TELP), proVIde finanCIal and technIcal support to the
Umversity of Fort Hare (UFH), a South Afncan educatIOnal mstltutIOn

USAID/South Afnca committed $68,750 to PIL No 4 The funds were to be used to (1)
prOVIde technIcal advIce and support for UHF's restructurmg and development, and (2)
Improve the teachmg of EnglIsh at the tertIary and secondary levels The PIL was to be
Implemented from February 15, 1996 through February 14, 1997 As of the date of
completIOn of our fieldwork on June 7, 1999, the MISSIOn had reImbursed ZAR 15,939
($2,579) to UHF for costs mcurred under the PIL

Under PIL No 28, the MISSIOn commItted $60,300 to fund the costs of a TELP project
coordmator at UFH for a penod of two years ThIS mdIvidual was to work on project
related actIVItIes and, among other thmgs, serve as a haIson between USAID and other
TELP funded orgamzatIOns The PIL's penod of performance IS from May 15, 1997
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through June 2000 As of June 7, 1999, the MISSIOn had reImbursed ZAR 42,914 ($6,998)
to UHF for costs mcurred under the PIL

Under PIL No 50, the MISSIOn commItted $212,600 to support a Master of Busmess
AdmmlstratIOn (MBA) program at UFH The funds were to be used for (1) hmng a
Director for the MBA program, (2) estabhshmg lInkage wIth a U S business school, and
(3) financing the costs of a busmess school educatIOn expert to penodlcally mOl1ltor the
program The penod of ImplementatIOn IS from February I, 1998 to July 31,2000 As of
June 7, 1999, the MISSIon had reImbursed ZAR 112,117 ($17,881) to UFH for costs
Incurred under thIS PIL

AudIt Objective

The Office of the RegIOnal Inspector General/Pretona conducted thIs audIt to answer the
followmg questIon

Were costs charged to USAID/South Africa by the UmversIty of Fort Hare under
Project ImplementatIOn Letters Nos 4,28 and 50 of the Tertiary EducatIOn Lmkage
Project reasonable, allocable, and allowable m accordance with USAID rules and
regulatIons?

AppendIX I descdbes the scope and methodology

AudIt Fmdlogs

Of costs totallmg ZAR 170,970 ($27,458) reImbursed by USAID/South AfrIca to UFH
under PIL Nos 4, 28 and 50, we found that ZAR 147,417 ($23,649) were reasonable,
allocable and allowable m accordance WIth USAID rules and regulatIOns However, we
were unable to determme the ehgibilIty of the remammg costs of ZAR 23,553 ($3,809)
because they were not supported by appropnate documentatIOn

Moreover, we noted that UFH dId not (l) have an effectIve accountmg system to track,
venfy, account for and report costs mcurred under the PILs, (2) establIsh a travel expense
reimbursement polIcy conSIstent WIth that of USAID's, and (3) submIt final vouchers on
the expIred PIL No 4

These findmgs are dIscussed below

Accountmg System and
Travel Policy Needed

Under the three PILs, UFH IS reqUIred to disburse Its own funds to Implement actiVItIes
financed by the PILs and then submIt monthly dIsbursement reports to USAID/South AfrIca
for reImbursement UFH IS also reqUIred to mamtam books and records relatmg to the
funds commItted and dIsbursed
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Our reVIew of the reImbursement reports, accountmg records and related documents at the
MISSIOn Controller's office and UFH showed that expendItures amountmg to ZAR 147,417
($23,649) were supported by appropnate documentatIOn and were therefore determmed to
be reasonable, allocable and allowable However, we are questIOmng, as unsupported, the
remammg ZAR 23,553 ($3,809) OfthIS amount, ZAR 15,938 ($2,554) pertams to PIL No
4 and ZAR 7,615 ($1,255) pertams to PIL No 28

Moreover, UFH dId not mamtam adequate accountmg records to ensure that costs
reImbursed by USAID were correctly posted to ItS books of account The followmg
examples Illustrate

• A voucher submItted by UFH to USAID under PIL No 4 requested reImbursement of
ZAR 14,327 ($2,318) for consultmg and technIcal asSIstance fees Of thIS amount,
only ZAR 2,880 ($466) was posted to the correct account The remammg costs of
ZAR 11,447 ($1,852) were posted to mcorrect accounts and could not be traced to
supportmg documents Consequently, there was no assurance that the expendItures
were actually mcurred

• A voucher submItted by UFH to USAID under PIL No 50 requested reImbursement of
ZAR 112,116 ($18,142) for payroll expenses These costs were posted to an mcorrect
account Furthermore, payroll expenses estImated at ZAR 186,000 ($30,097) were
mcurred SInce July 1998, but had not yet been submItted for reImbursement because
they had been posted to a wrong account

Postmg costs to wrong accounts creates two sIgmficant problems FIrst, there IS no audIt
trail to venfy that the costs mcurred are valId Second, It delays or prevents preparatIon of
accurate and tImely reImbursement reports

Moreover, although PIL No 4 expIred m February 1997 at the tIme ofour fieldwork m June
1999 final vouchers had not been submItted to USAID The MISSIOn needs to determme
how much was spent and decommit or reprogram estImated unused funds of$66,171

Furthermore, the PILs dId not speCIfy how travel costs should be reImbursed Smce these
are USAID funds, we belIeve that a umform USAID travel polIcy should be applIed

Because of lack of a relIable accountmg system (1) reImbursement reports were not
submItted m a tImely manner, (2) costs claimed were not always adequately supported, and
(3) final vouchers were not submItted for expIred PILs

USAID/South Afnca was thus not aware of the total expendItures mcurred by UFH and the
final status of the expIred PIL Moreover, funds totalIng $66,171 that could be put to better
use have not been decommItted RecommendatIOnsto address all these Issues WIll be made
m a separate consolIdatedaudIt report to USAID/South AfrIca
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ImplementatIOn ofPlanned ActivItIes

Our audIt showed that the two actIvIties financed by PIL No 4 were Implemented
However, thIs PIL expIred m February 1997 and a final accountmg has not yet been made
by UFH eIther of the costs mcurred or the status of the activIties Implemented

PIL No 28 funded the costs of a project coordmator to work on TELP actIvIties and act
as a lImson between USAID and other TELP-funded organIzations A coordmator was
hued m July 1998 and was on board at the time of our fieldwork m June 1999

PIL No 50 supported a Master of Busmess AdmmistratIOn (MBA) program at UFH by
fundmg the pOSItion of a DIrector of the School of Busmess for a penod of two year~ In
addItion, UFH was to establIsh lmkage WIth a US busmess school and fund the costs of
a busmess school educatIOn expert to mOnItor Its nascent MBA program At the time of
our fieldwork m June 1999, a dIrector for the school of busmess had been hIred, but the
other two planned activIties had not yet commenced

Based on our audIt, we behcve that although planned activitIcs under the PILs were bemg
Implemented, USAID/South Afnca needs to do a close out reVIew of expIred PIL No 4
to determme final status and decommit or reprogram the estImated unused funds of
$66,171 A recommendatIOn to address thIS Issue WIll be made m our consolIdated audIt
report to USAID/South Afnca

Management Comments and Our Evaluation

USAID/South Afnca concurred With the recommendatIOnsof thIS audIt and stated that
actIOns wIll be taken to (1) establIsh a comprehensIve accountmg system, (2) mstitute a
UnIform USAID travel polley, (3) determme the allowabillty ofand collect questioned costs
Identified by the audIt, (4) request final progress reports and vouchers, and (4) close out the
activIties ofPIL No 4 and decommit any remammg funds A complete text of the
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 ofCosts Charged by
EducatIOnal Institutions to USAID/South Afnca Under ProJcct 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 the
Umversity ofFort Hare (UFH) under Project ImplementatIOnLetter (PIL) Nos 4,28 and 50
of USAID/South Afnca's TertIary EducatIOn Lmkage Project The audIt was done m
accordance wIth generally accepted government audItmg standards and covered the penods
from the mceptIOn of each PIL until completIon of our field work on June 7, 1999 The
work was done at the offices ofUSAID/South AfrIca m Pretona and the Umversity of Fort
Hare m AlIce, South AfrIca

To accomplIsh our audIt obJectIve, we (1) revIewed supportmg documents for submItted
vouchers to venfy actual costs, (2) revIewed account balances at the offices of the MIssIon
and UFH, (3) reconctled any unusual transactIOns, and (4) assessed UFH's progress
toward Implementmgthe planned actIvItIes Because of the small SIze of the umverse, we
audIted 100 percent of the costs claimed by UFH under each PIL and consIdered any
questIOned cost to be matenal

In addItIOn, we mterviewed MIssIOn and UFH offiCIals and analyzed actIvIty reports
submItted by UFH to USAID/South Afnca, documentmg ImplementatIOn of planned
actIVIties
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APPENDIX II
Management Comments
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UNITED STATES AGENCY FOR INTERNATIONAL
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MEMORANDUM
TO

Joe FanneUa, RIG
c:c.

Patnck Fme, S02
RF
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Audtt of USAID/South Afnca's Project Implementation Letter Nos 4 and 28 to the
Uruverslty of Fort Hare under the TertI:uy EducatIOn Lmkages Project

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

TIns memorandwn IS a response to your repon on the subject aUcllt We have conSidered
your recommendations and we hereby proVide you WIth our management comments
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APPENDIX II
Management Comments
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Management Comments

USAID/Soulh Afnca revIewed and agrees Wllh lhe recommendations of the subject
aud1t.

USAID/South Afnca shall lSSUC a PIL to all Histoncally Dlsadvanraged Instltutlons
(HDIs) that receive TELP support, wluch sets out proV1Slons on

(a) a comprehenslve aceounnng and reponmg systems that facilitate trackmg,
venfymg, accounnng for, and repornng COsts under the PILs WIt1un establIshed
tuneframes,

(b) a uruform USAID travel polIcy that speafies how travel costs are to be
fe1ffibursed.

The new proV15lons for a comprehensive repornng system and travel outhned m tlus
smgle PIL shall apply to all actlVlty and TELP Coordinator PILs ISSUed pnor to the aucht
All new aetlVlty and TEll' Coordinator PILs that are Issued henceforth will mclude the
accounnng and travel proVl5lons

IT USAID/Soulh Afnca shall wolk wu:h the 'fEll> lnstItunonal Contractor, The Uruted
Negro College Fund, to determme the allowability of funds and collect questtoned costs
from the Uruverslty of Fort Hare. Where expenditures are determmed to have been
unsupported or me1JgIble costs, USAID/Soum Afnca shall15SUe a bill for collection.

(a) UruverSlty ofFon Hare {pIL No 4) $2,554 CZAR 15,938)

(b) Uruver5lty ofFon Hare {pILNo 28) $1,225 (ZAR 7,615)

III USAID/South Afnca shall decomrrut the rem:urung $66,171 under UruvefSlty of ron
Hare PIL No 4 by taking the follOWlng steps

Request final progress reports and vouchers from the Uruverslty ofFon Hare, and

Issue a PIL to the UruverSlty of Fort Hare to close out the aetJV1tles of PIL No 4,
and decoffiffilt any remammg funds

IV USAID/South Afnca agrees Wlth the suggestlon of mcludmg mtertm targets or
benclunarks to measure progress m Project Implementation Letters (PILs)

Smce November 1998,USAID/South Afnca made It a reqwrement for new PILs to have
Implementatlon and Morutormg Plans m place In addJtlon, USAID/South Afnca
requested the Uruted Negro College Fund to reView all PILs that extend beyondJune
2000 and do not have lffiplementatlon and Morutormg Plans m order to assist them
develop these plans


