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Memorandum

TO

FROM

SUBJECT

USAID/South AfrIca DIrector, WIlba

RegIOnal Inspector GeneraIJPretorIa, J

Audit ofUSAID/South AfrIca's ProJec ImplementatIon Letter Nos
7,64 and 71 to Umversity of North West under the TertIary
EducatIOn Lmkages ProJect, Report No 4-674-00-005-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) Nos 7, 64 and 71, under USAID/South Afnca's
TertIary EducatIon Lmkages Project (TELP), provides financIal and technical support to
the Umversity of North West (UNW), a South Afncan educatIOnal mstItutIOn The
purposes are to develop UNW's academIC staff and Improve the qualIty of ItS SCIence
educatIOn PIL No 7 was Implemented from February 14, 1996 to June 29, 2000 In July
1998, PIL No 71 amended PIL No 7, whIch was Implemented through June 30, 2000
PIL No 64 was Implemented from May 15, 1998 to May 14, 2000

USAID/South Afnca commItted $279,211 under PIL No 7 to finance (1) a techmcal
aSSIstant, (2) resource centers for SCience educatIOn, and (3) a commumty outreach
program m anImal health for small-scale farmers The amendment PIL No 71 establIshed
a new actIVIty, a SCIence FoundatIOn Program, m heu of the community outreach
program Upon completIOn of our fieldwork on September 21, 1999 UNW had been
reImbursed ZAR 359,333 ($58,328) by USAID/South Afnca for costs mcurred under PIL
No 7 and PIL No 71



Under PIL No 64, the MIsSiOn commltted ZAR 834,528 ($139,088) to finance UNW's
staff development program The funds were to be used for (1) conductmg capacIty
buddmg semmars and workshops, (2) estabhshmg hnkages wlth South Afncan
mstltutiOns, (3) trammg Academlc Development Program (ADP) staff, (4) applymg for a
professor from a US umversity to assIst m developmg the ADP program, and (5)
estabhshmg a resource center for developmg teachmg/learnmg matenals Upon
completiOn of our fieldwork on September 21, 1999, the MISSiOn had relmbursed UNW
ZAR 298,238 ($49,274) for costs mcurred 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 Umverslty of North West under
Project ImplementatIOn Letter Nos 7, 64 and 71 of the Tertiary EducatIOn Lmkages
Project reasonable, allocable, and allowable m accordance WIth USAID rules and
regulations?

Appendlx I descnbes the scope and methodology

Audit Fmdlngs

The audlt showed that costs totallmg ZAR 657,571 ($107,602) reImbursed by
USAID/South Afnca to UNW under PIL Nos 7, 64 and 71 were reasonable, allocable, and
allowable m accordance wlth USAID rules and regulatIOns

However, we noted that UNW (1) dId not have an effectlve accountmg system to track,
venfy, account for and report costs mcurred under the PILs, and (2) needed to estabhsh a
travel expense reImbursement pohcy conslstent WIth that of USAID's to reImburse travel
costs These findmgs are dIscussed below

Accountmg System and
Travel Pollcy Needed

USAID/South Afnca reqUIred UNW to dIsburse ItS own funds to finance costs mcurred
under the PILs and then request reImbursement from the MISSIon by submIttmg montWy
expendIture reports UNW was also reqUIred to mamtam books and records relatmg to
funds commltted and dIsbursed under the PILs

As of September 21, 1999, expendItures reImbursed to UNW by USAID/South Afhca
under the three PILs amounted to ZAR 657,571 ($107,602) Our reVIew of the
relmbursement claims and supportmg documents at the MlssiOn Controller's office and the
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UNW showed that the expendItures claImed were supported by appropnate documentatIOn
and the costs were reasonable, allocable and allowable under USAID rules and regulatIons

We also noted that UNW mcurred other costs under PIL No 71 for approxImately ZAR
183,000 ($29,700) for whIch they had not yet submItted reImbursement claIms to USAID
Furthermore, UNW's accountmg system dId not facIlItate trackmg, venfymg, compIlIng
and reportmg the costs mcurred under each PIL and preparmg monthly expenditure reports
to USAID/SouthAfnca

We were told that staffing problems contnbuted to the SituatIOn The project leader for PIL
Nos 7 and 71 left UNW m January 1999 followed by the TELP co-ordmator m March
1999 Thereupon, the project leader for PIL No 64 took over the responsibilItIes of the
TELP coordmator She stated that she found mcomplete records for the PILs and that the
prevIOUS project leader for PIL Nos 7 and 71 had taken the projects records wIth hIm when
he left

Fmally, In revIewmg travel expenses charged to USAID by UNW, we found that the PILs
dId not speCIfy how travel costs should be reImbursed SInce these are USAID funds, we
belIeve that a unIform USAID travel polIcy should be applIed

As a result of the foregomg, dIsbursement reports were not submItted tImely and
USAID/South Afnca was not aware of the total expendItures Incurred under the PILs We
belIeve that tImely submIssIOn of such reports would enhance MISSIOn mOnItormg of the
actIvItIes bemg Implemented by UNW under the PILs

Therefore, the MISSIOn needs to ensure that UNW establIsh an accountmg system to track,
venfy, record and report the costs Incurred under the PILs, and establIsh a UnIform travel
polIcy We Will make recommendatIOns to address these Issues In a separate consolIdated
audit report to USAID/South Afnca

ImplementatIOn of Planned ActIvItIes

The replacement actIVIty m PIL 71-estabhshmg a sCience foundatIOn program-was the
only actIvity bemg Implemented at the tIme of our audIt A computer lab IS bemg
establIshed and the 46 students are currently enrolled In the SCIence foundatIOn program
Because of the mlssmg records, the status of the remammg two actIVItIes, those
transferred from PIL No 7 to PIL 71, (1) hmng a techmcal assIstant and (2) estabhshmg
resource centers for SCIence educatIOn, could not be determmed

The five actIVItIes planned under PIL No 64 were (1) conductmg semmars and
workshops, (2) establIshIng lInkages with South Afncan InstItutIOns, (3) trammg ADP
staff, (4) recruItmg a professor from a US UnIVerSIty to teach ADP courses, and (5)
estabhshmg a resources center to develop teachmg/learnmg matenals We found that
these actIVItIes were beIng Implemented at the tIme ofour audIt
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Management Comments and Our EvaluatIOn

USAID/SouthAfnca concurred wIth the recommendatlOnsofthis audIt and stated that
corrective actlOns w111 be taken to ensure that a comprehensIve accountmg system and a
umform travel pohcy are estabhshed A complete text of the MisslOn's comments IS
mcluded m AppendIX II

ThIS report does not make formal recommendatlOnsto address the above Issues However,
It states on page 3 that recommendatlOns to address the deficIencIes WIll be made m a
separate consohdated report to USAID/South Afnca titled, "AudIt of Costs Charged by
EducatlOnal InstItutlOns to USAID/South Afnca Under Project ImplementatlOn Letters
funded by the Tertiary EducatlOn LInkages ProJect, Report No 4-674-00-007-F"
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APPENDIX I
Scope and Methodology

SCOPE AND
METHODOLOGY

As part of Its fiscal year 1999 audIt plan, RIG/Pretona audIted the costs charged to
USAID/South Afnca by the Umverslty of North West (UNW) under Project
ImplementatlOn Letter (PIL) Nos 7, 64 and 71 of USAID/South Afnca's TertIary
EducatlOn Lmkages Project The audIt was done m accordance wIth generally accepted
government audltmg standards and covered the penods from the date of mceptlOn of each
PIL untll the concluslOn of our audIt field work on September 21, 1999 Total amounts
commItted by USAID/South Afnca under the three PILs were $418,299 and the
expendItures reImbursed by the MISSIOn to UNW were $107,602 The audIt was done at the
offices ofUSAID/SouthAfnca m Pretonaand at UNW m Mmabatho, South AfrIca

To accomplIsh 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 UNW, and (3) assessed each PIL's progress toward
Implementmg the planned actlvities Because of the small SIze of the UnIverse, we
exammed 100 percent of the costs reImbursed to UNW by the MIsslOn under the PILs and
conSIdered any questIoned cost as matenal

In additlon, we mterviewed cogmsant MISSIOn and UNW offiCIals and analysed the actIVIty
reports submItted by UNW to USAID/South Afnca, documentmg ImplementatIOn of the
planned actIvItles
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UNITED STATES AGENCY FOR INTERNATIONAL

DEVELOPMENT

MEMORANDUM

TO

=
Joe Fannella, RIG

Patnck Fme, S02

mOM

StacyRhodes, DIRS~ f-

DAlE

11/02/99

Audtt of USAID/South Afnca's Project Implementation Letter Nos 7,64 and 71 to
the Uruverslty of the North West under the Tertlary EducatIOn Lmkages Project

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

This memorandwn IS a response to your report on the subject audit We have conSidered
your recommendations and we hereby proVlde you Wlth our management comments

POBOX 55J80

ARCADIA

0007
TEL (012) 323 8869
FAX (012) 3260418
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Management Comments

USAlD/South Afnca revJewed and agrees With the recommendations of the subject
audit.

USAlD/South Afnca shalll5SUe a PII. to all Histoncally Disadvantaged InStItutions
(HDIs) that receIve TELP support, which sets out proVl5lons on

(a) a comprehensIve accounting and reporting systems that faoIn:ate traekmg,
venfymg, accounting for, and reporting costs under the Pili W1thm estabhshed
omeframes,

(b) a uruform USAID travel poLey that speafies how travel costs are to be
reJffibursed.

The new proVISIOns for a comprehensive repornng system and travel outhned m this
smgle PIL shall apply to all actiVIty and TELP Coordmator Pili ISSUed pnor to the audit.
J\ll new actiVIty and TELP Coordinator Pili that are ISSUed henceforth will mclude the
accountmg and travel proVISIOns

II USAID/South Afnca agrees With the suggeStIon of mcludmg mtenm targets or
benchmarlts to measure progress In Project Implementation Letters (Pili)

Smce November 1998, USAID/South Afnca made It a reqwrement for new PILs to
have Implementanon and Morutonng Plans In place In addJtlon, USAlD/South Afnca
requested the Uruted Negro College Fund to reVIew all Pili that extend beyond June
2000 and do not have Implementation and Morutonng Plans In order to assist them
develop these plans

2


