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PANCHAYLT DEVELORIETT
Project No. 367-11-810-050

I - SCOPE OF EX4IHATION

Owr review of the Panchayat Developnent nrojecti was made to determine the
propriety of expenditures, and to review project records and nroject
implementation in comparison with the general objectives and specific
gocls of the project agrecwents.,

The audit was nade in accordence with the guidelines contained in AID Hanual
Crder No. 793.1 and included an exaiainagtion of pertinent finencial records,
observations of progect activities, and discussions with US AID/I¥ technicians
and officials of H.i.. Government of Newal (GON), This audit covers the
period July 1, 1667 to December 3L, 1968, and wes carried out at the offices’
of the iinistry of Home and Pancheyat, the ranchayet Leadership Training
Center, the Momen' Affeirs and Extension Jenter, end included field visits
to District Pancheyst Offices at Mekwanpur, Parsa, Bara, Rautahat, Chittaun,
Nepalgunj end Jhepa, and to the Training Institutes at Rampur, Jnana, and
Nepalgunj. :

II -~ DBACKGRCUND INFOH&eATION

A, Project Histeory and Objeciives

The first Panchafat Development Project Agreement was signed on
January 17, 1903, end wes closaly related to two predecessor acti~
vities na nely Local Self-goverrment and Village Development. The
history and objecctives of the project through FY 1567 are convained
in Audit Resorts Ho. 65-8~25 snd 68~12, Although significant
progress hed been made through FY 1967 in the developnent of the
Panchayet institutionsl framework, at the district and village
levels, the FY 1968 and 196% project agreements stated the necessity
to design simwlified office procedures and provide continuing
support for wue planning and implementation of rural development
projecvs. fAgditionally, emohasis would be place@“pn coordlngt:.nb
the aciivities of all %he tecnplcal/nrowrams‘opuriulng at tﬁéw"""
T1lage Levels Snto a U il aﬁét Drogram..
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It was also planned to assign US AID/N officials and GON %raining
porsonncl Lo provide technical advice and plamning assistance.

4 consglderable number of specific goals were listed in the project
greements; which will be discussed in Sectlon V.G. of this report,
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B. Fineneicl Provisions

The project agreemenfs for FI 1668 and 1969, as amended, through
Janvar,; 2, 1965, provided finsncial support for the following
types of assistance:

By US AID_/I‘?CJ'O_al

1. U.S. Technicicns- Seven advisors in FY 1668 aﬁd three in
FY 16469,

2, Pexticipant Training in the U.S. or third countries for 26
‘Kepalese in FY 1968 and for an unspecified number in 1969.

3. Commoditios for $1,373.88 and Rs.3,444.45 IC.
4.  Othor Costs for Rs.3,681,678.86 IC, equivalent to w487,771.

By H.l.. Government of Nepal

5. Contribution-in-Gash amounting to #s.1,387,261,36 NC,
equivalent to $140,461.97.

In addition, there wes available with US AID/N, as of June 30, 1967,
untigquidated dollar bslences for Techniciens, Participants and
Commodities and with the GON unexpended belances of locel currency
project funds as shown in Audit Report No. 68-12.

Letual projoct costs; as of December 31, 1968, arce shown in dollgrs
&nd dollar Cqﬂqul\ﬂLS in Exnibit “CH,

III - SUMARY OF »AJOR FINDINGS

In general, droject implements LlOHVWaS satigfactory but the lack of.
_?.S. technicians!_services resulted in the abandonment of severgl Lctlv;ty
rguts end in a substential retrenchxent of fleld act1v1t1es (SeCulon V.G. ) ,

- Expenditures of local currency project funds were found generully in order
but included a.,large amouny of unclesred advences and -accounting records
and reports, although improved &s compared to prior audit flndlngs, were
FUI1T inedequate and incomplete. (See Sectlon V.D.2.c. and d., Recommendation
hos. 1 and 2},

IV - FOLLOW-UP Oi PRIOR AUDITS

Two drior zudits were made of the Panchayat Developuent projects

’

fevort No. Dete Title ~ Period Covered
65525 7/28/65  Panchoyat Development 1/17/63 - 6/30/64
68=12 12/22/67 Pancheyat Development 7/01/64 - 6/30/67
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A1l recommendations conteined in these resorts were found closed at the
tiue of our current review.

V - AUDIT FINDINGS AND RECOM{NDAIIONS

A,  U.S. Tochnicians

According to the project acgreements seven U.S, techniciens were
plhnn g for FY 1868 and three for FY 1969, which would correspond
Vo 102 non=nonths through December 31, 196 Ahceording to the
records of the US AID/N Panchayat Deve1001unt and Administration
Divisicn the following U.S. technicians H“ve served as project
advisors during the periods indiceated:
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ELACKWELL, Dr. James E. Community Devt. Adv. 7/01/67  12/31/68

" BELL, George B, - General Eagincer $/19/67 Dete
ECKZR-RACZ Kicholas Junior Officer 7/01/67 3/11/68
BriiELE, lormen R. Junior Officer 7/01/67 - 3/11/68
CLUETT, Cristopher Junior Officer 7/01/67 6/27/65

This represents approximately 51 man-months or 50% of the advisory
services programned for the project,

Total dollar expenditures for direct hire Personnel Services,; charged

© Yo the projeet ledgers during the period audited, amounted to
$118,672,00. The auditors reviewed these expenditures, to the exteut
deemed necessary, and found them in order.

B. Participents Trgining

For FY 1968 four participents were selected and dispatched for
treining in the U.S. and the Philippines. Additionally 23
participents completed study tours in India, Pakistan and the
Philippines. For FY 1969 five participants wers selected for
& teacusr cienange program but did not depart prior to the
cut-off date of our audit., During the peried audited, 34
part1010Anus financed under prior years PIO/Ps completed their
treining ond returncd to Kepal. The Mission Tralnlnﬁ Cffice
”ulﬂbél““d ueu“llcd narticipents records and follow=-up on the
employmant of returned participenis. This inferiactlon is re-
fleeted in a Revurnce Directory published by US AID/N.

The GON is contributing to the program by continuing the parti-~
cipants sclary end providing alr transportation between Nepal
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ang Indie from project funds. International cir trovel 1s nedd
by US &ID/ from Indicn currency funds and is shown in Section
V.f., of this report. Vet dollar expenditures for participents
treining during the period audited amounted to $75,068.26. Vo
have ecxcnned PIO/Ps and project ledgers entries and found them
in order. '

Conroditics

The FY 1968 srcjoct agreenent provided %1,373 for procure ent of
books, periodicals and training aids end twe P10/Cs were issued
for this anount. Total payments for commodities during the
period audited amounted to $10,456.20 of which $16,277.96 was pzid
against prior years P10/Cs. We have exanined the project ledgers
end the suwoporting documentation and found them in order.

Cormsoditics received during the period consisted of two jeeps,
‘spare ports, bouks and printing supplies. These commodities

were turned over to the GON, Home and Panchuyat Ministry, and used
by the reteriels Production Center; the Leadership Treining Center,
and by district treining institutions. Property recerds maintoined
by these institubions were not slways completc ond the suditcrs
brought this to the attention of the officicls in charge. We made
& sclectlve end-use observation of commodities and found ne
exceptions. '

Lther Costs ~ Loeal Currency

4. Qarryover of Prior Yesr Funds:

As st.bed in Audit Report No. 68-12, expenditure records fer
the pericd ended June 30, 1567, were inadequate and did not
permit us to prepeare e complete statement of expendivures.
ideccrnendation Ho. 4; of the above audit report recommended
that the hiinistry adjust its accounts and include all funds
wiich were not properly reported as expended and to include
thoege amounts in the budget for the following fiscal year.
Cur curreont exonmination of the records of various suu~actlie
vities disclesed that this recomuendation had been, ot
least; portially implencnted and an amount of Rs.l,257,155.90KC
of unexpended priox years project funds was carried forward
into FY 1968,

b, US AID/N Releases and GON Contributions:

In accordance with the project agreements, as amended, US alD/¥
relecsed to the Ministry of Home and Panchayat for the Pancheyat

-t -



24

Doveloment project, through Deceitber 31, 1968, a totel cf
Rs.2,593,556,.68 Indian ewrrency, eguivelent to Rs.3,501,299.52
uuahluse currency. During the sane period the GON contrlbuted
iu cash from its Develepment Budged o totel of Rs.G36,761.36
wWopalese currency.

c. Iiscelleneous Receipts and Total Funds hvailable:

T‘c idnistry's records disclosed the follow1ng iniscellonecus
receipis ceredilted to the projects

Sele of Scootor (Sce Report No.68~12, Rec.No.l)  Rs.2,000.00
Loan fron Heoue Science Section §1,206.11

Totol HC Rs. 83 208,11

-—-.-.-.——..._._....
———

Total locel currency available for project purposes during the
pericd audited anounted te Rs.5,778,424.89 NC.

Preicct Expoendivures
a. Distribution of Funds:

The Home and Pancheyat Mindstry distributed project funds to
two main sub~zctivities, the Panchayel Leadsrship Treining
Center and the Women's Lffeirs Training and Extension Cenier
and to the district officers of the 75 District Pancheyats
of the country. The Leadership Training Center dlstrloubed
a part of its receipts to the Uralning institulss at Rawp
Chondragerii, and Nepalgunj, and the Wonen's Affairs Ccnnor
alsc sent advances to the districts to cover the expenses

of field training for wonmer, We huve swmarized in Exhibit
U450 of this report the results of this disbribution through
Decernber 31, 1968, on the baesis of the records made avoilcble
to us; these records did not fully balence and required an
adjustient of Rs.2,475.66,

b. Budgetary Expenses:

The projfect sctivity budgets for FY 1968 =and for the first

twe querters of FY 1969 »rovided for expenditures of Rs.5,012,253.
Cn the basis of the aveilable expenditure repcrts ond owr
exai.dnztion of the records of sub-activities visited by us

during our review, we deternined that reccrded expenditures
during the period emounted to Rs.4,188,083,10 which we have
udjusbed for vefunds of Rs,50,165.51 as shown in Exhibit #BW

¢f ‘tihis revort. The amcunt of Rs.50,165,61 NC represented
riscellonecus refunds from Distriet Pancheyats, identified

as origincting fron FY 1968 and 166G transactions.



Our examination disclosed that the expenditures were zenerally
proper and made for the purposes of the project as authcrized
by the project activily budgeis.

Ce Uncleared Advances:

Included in the expenditures of Rs.4,137,517.1G NC were un-
cleared advences. That is, funds advanced to sub-activities
district offices, suppliers and employees for which no actucl
expenditures or refunds have either been reported or rscorded.
Advance ledgers were maintained but we found that these ledzers
wera not always credited with actual expenditures upon receipt
of expenditure reports or refunds. The status of uncleared
advances for FY 1966 and FY 1969, according to the records
aveilable as of January 13, 1969, follows:

Sub-activibty . Anount NC
Training Institute Rampur 105,487.78
§ L Nepalgunj ‘ 33,239.96
B " Chendragarhi : 33,270.37
Men's Field Training v &b, ,148,81
Wonen's Field Training 257 574,19
Viomen's Affairs Training Center _ 50:153.00
Total Rs. NC 545,874.11

d. Accounting Rscords and Reports:

We found the accounting records for local currency project
funds malnteined by the Ministry and by the various sub-
activities inaccurate and incomplete. Considerable differences
Wors Teuid betwesn amounts recorded by the Ministry as disw
tributed and by the sub-activities as received. Differences
existed between book balances and cash balances bscause bank
statenents were eltuer not received or not reconciled with
tae cash books. Expenditures reports were not submitied
regularly and those submitted were often found ineccurszte by
the Internal Audit Section of the Ministry. In some cases
expenditure reports listed advences instead of actual ex~
pendicures. An amount of s.100,000 NC from FY 1668 funds,
advanced for the establishnent of a Panchayat Trcining \
Ingtitute at Pokhara was unaccounted for at the time of our
audiv,

Wo noted, nowever, that there has been a certasin neasure of
inprovesent in the quality of record kesping end in financial
reporting as compared to our last audit of the Panchayat
Developient project (See Audit Report No. 68-12, page §), |
towever, further efforts are obvicusly required to naintain
adequite accounting. records_znd %o producs” dcenrate —Expendi~
ture o 203t s, I
—

—————
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_E,

F,

Recomsendation No, 1

US AID/Y should invite the attention of the Home and
Panchayat Ministry to the large amount of project
funds recorded as uncleared advences and request that
every effort be nade to obitain and record progper ex-
cenditure vouchers or refunds and keep the accounting
records up to date and accurcie.

ACTION: Panchayat Development & Adizinistretive Division

Reconendation No, 2

US AID/N should continue to advise and assist the
Hinistry of Home and Panchayat in meinteining adequate
accounting records and in the timely preperction of -
accurate expenditure reports by sub-agetivities and
district offices.

ACTICH: Panchayat Development & Adm., Division

GOR Repulsr Budgelt and Contributions~in-Kind

Acecording to the project agreements the GON, in addition to its cash
contrivution, was comiritted to contribute from its Regular Budget
and contributions-in-kind an aiount of Rs.15,728,460 NC, We have
seen evidence that the GON is uaking certein contributions te the
projecy in tne form of personnel, office space; and equipment, There
are, however, no auditable records or reports on the actual value
of these contributions nor have we found any reference to such con-
tributions in project accounting records made avsileble to us. Ve
have therefor excluded both items from preoject costs and audit
coverage shown in Exhibit wC", ' ‘

Direct Mission Expenditures

During the poeriod covered by this audit US AID/N has expended
dircctly fron its allotment of Indian currency, for project and
Mission support, the enounts listed below:

US Technicicns Rs. 45,307.,75
Participents 271,716.60
Coumodities ' , 3,44k b
Iiscelloneous : 74, 642,82
Total RS-395, 311.61 1C

e S——
Tt et e Voo e, .

We have reviewcd these expenditures as recorded in the Indian
currency project ledsers end found thenm in order.
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Project Inplasentation

We have reviewed thae sveilable vroygress roports and particularly the
detcilod Sroject hppraisal Reoort, dated ticreh 31, 1665, Ve noted-
that the activity targsts in the JrOJect agresncnts were based on

the evailebility of 102 men-months of U.S. technicians services and
local currency expenditures of Rs.6,012, 253 NC. Lctuelly aveileble
during the peried were only 51 ian—honths of U,3, technicigns

services and oxpenditures Wers consicdorably less Than the Rs.4,188,083
Nepelese currency reported in Exhibit "3B%, beceuse of unspent advances.
Légﬁwieualucd in the abandonient of severhl _activity thrgots ang in a
substentizl Titronchment of field Operbtlons. In general, however,
the Liplesent. tion of the project has been~setisfactory, as 1ndlcatea

by the fcllowxng surmery of accomplishments:

1. Pancheyat trailning institutes were established, provided
vith supplies and equipment and hostel facilities for
troinees. Operating on a regicnal bagis these insitutes
heve given training courses of various length and contentis
to the numbers of individuals listed below.

v

Training , Government - Local
Institute Brployeos Lecders Total
Raiipur - AT 68 L84
Nepalgunj 41 289 330
Chandragarhi 43 275 318
500 632 1,132
2. A laverials Production Centor wes established at Jawlakhel.

e

1 1ig eenter hos developed much needed and improved instructional
retoriels for field itraining and for the institutes.

3. Under the Teacher Exchange Program, ths three principels of thes
training institultes and twe officers of the Home and Panchiayst
Linistry were sent to India and Pakistan and three Indiens and
one rekistani participated in training activities in Nepal,

L. US AID/N¥ and the GON co-sponsored the first all Nepsl Pancheyat
Instructors Serdnsr in February 1968, A second senidner, called
Pencheyat Developnent Conference wes held in Novenmber 1568, ‘
Both scrinars were considered successful.

5. The Ranpur and Chandragarhi institutos have sclected one village
panchayat each for operaticnal research and for practical
~demonstrations of planning and training.

6. Panchoyat Training Assistants have been appointed to all 75
districts to visit the villages and conduct training sessions
for villege leaders.

- 8«



The Vionenls aAffzirs Troining Center hes given institutional
troining to 156 women. Wonen workers are scrving in 68
digtricts, touching the concepis of "Panchayat Denmocracy™ and
giving lessons in toiloring, kunitting ete.



-

Renort No.70-4
PAVCHAY AT DEVELOFNERT Exhibit "av
Distribution of Local Currency Project Funds by Sub-activity
For the Period July 1, 1967 to December 31, 1568

n Menalese Rupees

- * * * o &« * »

QU R-J oW

I..J

Sub-Activities Distribution Exnenditures Balancesg
Home and Panchayat Ministry 81,245.17 - - 81,246.17
Leadershi» Training Center 695,17¢,78 167,687,687 527,491.91
Vomen's Affairs Training and Extension Center 511, 640.90 306,156.21 205,484 .65
Training Institute Rempur 886,042.37 791,677.88 CL, 06045
Training Institute Fepalgunj £02,877.56 835,504,088 56,972.58
Training Institute Chandragarhi 1,081,350.72 ©28,532.88 152,817.84
Chief District Officer, for ien's Field Training 897,968, 60 532,371.54  365,557.06
‘Chief District Officer, for Women's Field Training 679,805.04 625,451.84 545353.20
Chief District Officer, Pokhara 100, 000,00 - 100,000, 00
Auditor's Adjustument, See Section V.D.2.a. 2,47, 65 - 2.47C.66
Totals 5,828,590.80  4,188,083.10  1,640,507.70




Report No, 70-4
Bxhibit HBM

PANCHAYAT DEVELOPMENT

Loc¢al Currency Income and Expenditures o/
MMWAM&WMJJ&@

In Nepalese upges

Belance, July 1, 1567 ' 1,257,155.50
- Income
Vs AID/I\.‘ ideleases 33 5013 299352
GON Cash Contributions $36,761.35 - .
hdscelleneous weceipts $3,208.11  4,521,208.99
Total Funds Available 5,778,424.89
Sxpenditures (Including Advances) A
Salary 1,288,114.13
Alliowances ’ 1313,505,73
Trevel Allowsnce & Daily Allowance 245,675.38
Stationery, Printing & Postal Charges £6,872.55
Books, Hewspapers & Magazines 44.,7703.1G
Bent & Gther Utility Service Charges 17,453.20
Repairs & haintenence ¢7,553.16
Transnortation Charges 106,709,.96
Food and Grain 11,259.43
© Grent-dn-Aid 505,141.36
Expendable Goods : : 270,013,85
Contingency, liscellaneous ' g,630.72
. Tools and Soare farts 53,335.27
Furniture : 51,712.10
Building and Constructions : T84,810.27
A1l Cther Cepital Goods 266,185.80
Total Zxpenditures , 4,188, 083 10
Less: Unclassified Refunds 50,165.9 _
Het Expenditures : _ 4,137,917.298/
Cash Eelence, Deceimber 31, 1568 ' . 1,440, 507,708/
Ko .

Inciudes transsctions to Januery 13, 196S, in GON
finineial records.

See Section V.D.2.b. for comments.

Sse Section V.D.2,¢. for comments.

Az listed in Lixhibit VAW,

ey Q’*



: Report Nd.70~4
PAI'CHAY AT DiSVELOPIEVT Exhibit wCH
Project Costs and Avdit Coverage

As of Decenber 31, 1568

InU.8, Dollars and Dollar Equivalents

Net, L EXPENDITURES . Unliquidated
US_ATD/Nepal OWigations’ Prier.Awils Thia it . Total Balance
Dollar Funcs: : ' ‘ L
Technicians 456,812 313,145 118,678 431,823 25,089
Participants 306,124 168,366 75,068 R43,434 62,60
Coriodities 40,625 29,552 __ 10,408 40,050 575
Sub-total Dollars 303,661 511,083 204,244 115,207 88,354
Flus - Accruals ' N
Total Per Report Io. U-203
Local Cw.rency Funds : : .
Other Costs - Releases 2,388,685 1,834,104 341,258 2,175,362 213,323
Direct lission Expenditures: -
Technicians 14,893 8,032 5,728 14,660 233
Participants 55,108 8,849 34,317 43,166 11,842
Commodities : 453 - - 453 453 -
iiiscellaneous 22,854 12,680 2718 22,698 _____1%6
Sub~-total Local Currency -Rsh82,0%3 D940 . .2.4.2.5_6_5,3.3.9.. .?-...2.5..1.6.%4...

L. 864,865 .
Total per Renort No.U-204 dollar :
equivalent

595,118

Total US AID/Fenal _3Jg§§L§54M 25375828 2971, 646 3V, 048

He ¥, Covermnent of HMepal
Contributions-in~0asﬁ 22482 144 L 2:350.934. . 91,302 2,448,236 b2 908
Grand-Total Project Costs 5,777,838 4,732,862 5,415,882 357,956

Y/ 1/17/63-12/31/68

A -
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dum

TO : I\IE}SA/TECH, Dr. James M. Biume DATE: ’\Iovember Ly, 1969 i

: b | z/
FROM : Ab/MESA. Bdward M. Vinson {{/ ) g IS 5{
| 4@/&’
SUBJECT: Nepal Audit Report No. T70-L : /4
' Panchayat Development Project 090 : ) -

N - J”,." .‘

Attached is & copy of the subject audit report for your review and ii
use. A copy of this report has been provided the Nepal Desk by
the Mission,

Major findings are on page 2 and the two recommendations presented
are for action by USAID/Nepal and the Home and Panchayat Ministry,
{See pages 6 and 7).

The report indicates that accounting records for the local currency
project funds malntained by the Ministry and sub-activities were
incomplete and inaccurate, although some lmprovement was noted since
the last audit.

Although the report indicates that several activity targets were
abandoned and there was a substantial retrenchment in field
operations, in general the implementation of the project has been
satisfactory. (See pages 8 and 9)

ccg MESA/SA, CHRees
MNESA/SA, AMWithers

Conat Bavelopment

Buy U.S. Savings Bonds Regularly on the Payroll/ ;S'avz'ng.r Plan I4



TO: lir. Willianm C, Ide, Director ' DATE: Septeriver 29, 1569

’ f ’% Jipitrdal

Euwln M. Mendenhall, Controller

CSUBTECT: Audit Roport Ho. 70~4
Panchayat Developnent
'Froject " Ho. 367-11-810~090

Attached is one copy of subject audit report. The
division concerned hos reviewed a draft copy of the renort
cnd has concurred with our findings and recommendations.

In accordence with .G, 798.4, plecse indicate your
cencurrance with the audit report findings and recommenda-
tions by signing the atteched acction nenorendun and
returning it to the Contrcllert's Office for distribution.
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