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BACFKGROUND

Introduction

In 19706 AID esteblished the Operating Expense Account as a
distincl budgetary line itemn for internal managenient purposes,
This scporote account was created to provide betler financial
control and lacilitate budgetl disclosure by separaling the costs
of basic vperating fctione teom those directly associated with
programs,

Operating enpenses consist primarily of salaries, benefits, and
overhead support costs ol direct-hire U.S. and foreign national
personncl, Qverhead support costs inciude effi- » and residential
feased tacilities, utilities, furuishings, travel a d Lransportation,
equ.pment and supplies, and motor pool operations, Consultants
and contract personnel engaged primarily in management and
support functions are also included in operating expensces,

For USAID/Baugladesh (USALD/B), the embassy provides much of
the support services including residential leasing and maintenance,
office procurcment and motor pool operations under a oo ..
Aflfairs Admimstrative Support (FAAS) Apreement,  The vosli. b,
has a Management Oflicer responsible for management seovicos
including procurciment requests and a Personnel Officer respousible
for personnel serevices.  The Cantroller maintains the operating
expensc account as part of the norimal financial imanagement service

reguirements,

Over the last three years USAID/B's approved operating expense
budgets were for $4. 0 million in both 1950 aud 1981 and $4. 3 million
in 19824, The ostirmated badget for 1983 is $4. 5 million, During the
same: periods mission cconomic assistance programs, inclading
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PL 480, averaged $1006,2 million annually,  ‘The estimaled value of
the 1983 program, including Pls 480, is $159.5 million., The yearly
authorized personnel and operating expenses are detailed below:

Authorized Personnel Coeil
FY 30 Iy 81 Yy 8.2 Y 83

U. 5, Direce-Hire;

USALID Staflr 39 38 39 39
Joint Admin, Olflice 2 2 2 2
1DI's 1 2 1 2
PASA ] 1 1 1
Regional (Liegad) - 1 1 1
Total U, S, 43 44 44 45
SN Direct-tlire 73 73 68 65
Fart Thne Dircet-tlire 2 2 2 2
Total 118 119 114 112
Operating Expenses (5 000's).
FY B0 FY8L  FYS82Z LY 83
U, S, Dircec!-tlire B2,120.00 $2,389.6 $2,406.3 $2,523.3
F.N, Direcv=Hive 176,85 201.3 201,56 2480, 3
U.S. Conlract (P5C) 8.8 - .7 13.0
. N, Contract (1°5C) 13.9 51.3 60,4 62,
Housing 163, 2 533,0 457.8 507.0
Office Operations 1,278.0 907.9 1,169.0 1,125.4
Total Operating Expenscs b4, 063,494 $4,083,1  $4,301.7 $4,511, 1
Licss: ATD/W Alloument
U,S.DUH, Salaries and
Benalits 1,508.5 1,883, 1 1, 973.4  &,024, 8
FAAS Coses 3u5. 1 5448, 6 485 o EEE N
Liess: Trust Funds Used
(BDG “ontribution) 191.8 321.4 J07. ¢ 03,3

Total USALD Atlotment (Not) $1,938.0 $1, 330.0 $1,535,0 $1, G445,y

FEYs BO and 3) actual: 'Y 82 estimoted and 'Y 83 planned.



Purpose and Scope

The audit was made to determine if the USAID is utilizing operating
expense funds effectively, ccononmically and in accordance with
authorized purposes. We reviewed and analyzoed operading expeusce
budgets, and discussed policies and procedures with concerned
mission oflicials,  We dlso selectively examined tronsactivns and
implemientation of policies and procedures relating to the mission's
atilization of operating expense budgetary funds,  Our review
excluded the Joint Administrative Office (JAO) manayged under the
ciubassy's Adininistrative Office aud subject to audit by the Depart-
ment of State Inspector General (S/1G),  We noted that S/1G reviewed
the JTAO operations in November 1981 and no serious problems were

repocted altecting USAID's intercests,

Qur review focused on operating eipense budgets and related
internal controls for riscal years 1980-1982. The draft findings
were formally commmunicated to USAID management during the audit
and their respunsces were considered in preparation of this report,

Our previows audit of USAIR/ B uperating expenses was tiade in
1979 (Audit Report Noo 5-388-7T4-15 dated 3/50/79) wad the velated
recommendation: were closed an the basis ol reported actions,

Our fotlow-up w the cited arcas showed that implementation acrions

arce being satisfactorily maintained,
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FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

Our selective review indicated that overall USAID/B management of
its operating budpetary expenses was generally effective, There
were certain arcas where improvements were nceded in internal
controls and related deficiencies, These are discussed in detail
below under relevant headings, Our drafl report contained 23 re-
comunendations which were resolved based on timely mission actions

during the audit,

Office Lease Problems

The mission moved into its present office facilities in October 1980
under a five year lease agreement, Although the lease is now into
its thivd year the lessor has not fulfilled the lease requirernents to
provide adequate clectrical power and reserved clevator scervices to
the facilities,  The most critical problern is the deficient ciceirical
power system which causes frequent power outages, This condition
is costly Lo the USAID/B in significant man-bour losscs and damages
to electricul office cquipment, The mission has communicated
frequently with the lessor regarding the unresolved issues but failed
to take a firm position with the lessor until shortly before the avdit,

Fillectrical power failures automaticatly <hisrupt all clecirical office
caquipreent and elevators and stadf work activities,  The massion
offices vecupy the toeueth and Glth floors of the baildmga, Thereefore,
during power outapcs the mission stall and visitors niust walk up or
down lo or fronr these levels to enter or deparct from the mission,
The auditors expericnced this sttwation the first day at the mitssion

and l‘l‘uqllunlly ”ll'(,)l.}._:hulll Live audit,

The mirssion lease conls approsimate $1-, 500 0omonth aad o has
spent abowt 270, GO0 o operating budget fuadds irom meeption Lo
improve and furnisb the Taciliiea, Theao aperating costs were for
Partition:, pancling, furaniture and equiprnent and other iterns,

The mission alao paird about $72, 000 for the construction ol a five
escape from the groand up to the olfice levels on the fourthc nd LGt
ftoors, These costs represent a substantiol USAID investn. ot in
the leased facilitios buat it had no positive effect with the lessor to

correct the power and clevator probleme,

The noosion's tatluve Lo tale firm action at weeption may llave
been viewed as comaplacency by the e o s corrective measures

we e notoanttiated,  The mission has taken a Hirmer posinon, however,
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in recent communications with the lessor, I'or example, the un-
resolved problems were highlighted in the USAID/B's letter to the
lessor dated August 13, 1982, This letter emphasized that the
existing 750 KVA power substation in the leased building is -
cognized by all as inadequate for existing power usc in the building,
let ulone for the present vacant uffices,

The mission's letter stated moreover thet the building's recurring
power outages are attributable to the existing inadeguate 750 KVA
substation and not to the power supply coming into the building.
The letter cited the lessor's fatlure to provide a 200 KW back-up
generator requiced by the lease agreement,  Although repeated
requests had been rmade to the lessor, no action had been taken to
procure and iastall the required equipment. The mission
specifically requested the lessor to provide o forrual time scheduale
Lo obtuin and install the power equipment in accordance with the
lease,

The lessor's letter to USALID/B dated September 7, 1982 acknowledged
the lease requircernent that a 200 KW Lack-up gencrator was to be
istalled ia the Leased building,  The lessor stated that its Doavd of
Directors had now approvaed the purchase of the gencrator and that
it would be installed by the end of Febraary 1983, lowever, the
lessor disagreced with USAID regarding the present 750 KVA sub-
station equipment by stating the equipment had provided satisfuctory
service for more than two years with very lew instances of sub-
station tailure,  The mission's detter dated Septemnber 9, 1982 tool
exceplion to the lessor's view about the adequacy of the present
power cquipment.  This letter also reminded the lessor about the
lease requircment to provide USALD with rescerve clevator service

which it had failed to do.

The mission has adways had o potentially effective leverage tool

to pressure the lessor 1o satisly Lhe lease requirements; boe., it
could have withhi:ld Tease paymens, Phis was not dee - all lease
payinents woere snade o schedales  USadb atiiciabs told as that it
HOW pldns to withiold the senii-annaal Leane prayinent duc Octuber
1o, 1932, cquivalent 1o approsiaately bod, 000 . the carreal rate
ol exchanpge,  We were told by USALD officiats that the lessar had
been intormally advised of this decision, We agreed with UsALD

i ats decison to withihold payment. We recormmended in our dratt
report, however, that the mission should pursue its offorta to obtain
a lormal timed schedule and foemally potdy the Tessor that Teane
payinent: would be withlield il the tease problems ave satiataciorily

currected,
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The mission formally notificd the lessor by letter dated October 18,
1982 that '"no payment will be made until we have received a firm
schedule and all conditious have been satisfactorily met', Although
these mission actions were long overdue, in our view, we bhelieve
the present direction appears reasonably appropriate and oo o0 oy
without question.  Given the lack of suitable office space el whers
in Dacea in the nmmeaediate future, and USATD 'S substanbial Lo ol
investmeaent in its present leased tacilities, in our opinion, the
mission's alternatives are lindited, 1t is therefore nmperative for
the migsion to maintain a e position to press the lessor to resolve
the lease probleins as quickly as possible aud take the problem to an

appropriate level in the BDG government if necessary.

Cashier Fund Controls

Our cash count verification of the mission Class A Cashier imprest
fund showed the total of the combination of fuads on hand and items
in transit for replenishment agreed witl: the amounts reflected in
the staternent of cashier accountability filed with the Repgional
Administrative Management Center (RAMC)/ Bangkok. However,
our audit revealed the following problem arcas:

- Due to tie progressive inercease in the floating eschange
rate of the local curvency taka to the Ul s, dollar since
the fund was established in 1974, there has heen significant
crosion cquivalent to $778 of the initial $10, 000 cashier

fund amoant,

- Unannounced cash count verifications were not conducted

as frequently as reconnnended by RAMCOC/ Banyhkok.

- An awthorization was received on July &1, 1982 Lo macreane
the braprest Lund rrom 310, 000 1o $15, 00U, buat o maximum
ol only 510, 000 15 aHowable for local cinployce cashicrs
by ALD Haudbook 19,

- The Cashiicr cocasionally niforarally borrows Tocal
curvency Teomn the conbasay s Lot Conhiier vatil e plenasho-
menl wan roceinved Troan Rado Banelok, Theso maformal
transactions violale cotabiiohed copatations ad sonnd
internal coatval procedures, ol records were not

niaintained loe such exchanpges,
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Decrease in Dollar Value of Cashicer Fund

When the fund was orviginally established at $5, 000 in February 1974,
the exchange rate was about 8.2 taka to the U, S, dollar, Then in
April 1977 when the tund was increased to $10, 000, the exchange
rote wes PO taka to the UL S0 dollar,  As o the date or oue audit
on Septembaer 22, 10982, the exchange rate was 24,55 taka o the

U. 5. dollar. Cuareently, the fund is maintained at 200, 006 taka

plus U. s, 5354, Bused on the rate of exchange on the audit date,

the imprest tund was valued at only $9, 222 ($354 plus 200, 000 taka
w 22,55 1o U, 5, $1).

Accordiny to the taiooa Contioiler the RAMG/ Bangkok replenishes
the exact amounts Jdocsarscd oo oo i cuerency al dhe various UsA DG
and cmbaasies cerviced inthe vogion, hnother words, RAMO/ Banplaok
does nol concern iteesi that the U, s, dollar amnounts it has advancerd
for operating an mmprest fund have eroded due to [Tuctuation of the
local currency exchange rates, Rather, RAMC/Bangkol is satisficed
as Jony as the amount of local currency, regardless of the exchange
U. S, dollar value, are fully accounted for in the required reports,

We were imormaed by the enmbassy that they are operating under a
similar ttuprest fund system, Likewise, they do not miake periodic
adjustiments to retlect the equivalency of the UL S, dollar value of the
established imprest fund amount,. We noted that the RAMC/ P Lok
repulations do net addree s this issue nordocs the ATD Moo o,
The Controller indicated that he was not aware that any ol L
appropriate sources address the fund crosion analter, The waigsion
Cashicr's fund satisfics the local curvency accountanlity in taka to
RAMC/ Bangkol, thervelor., no recomnmendation s being oaade Lo
mtintain the Cashicr fund equivalene to the $10, 000 initiatly
established UoS, dollar araount,

Froequency of Unanvounced Cash Counts

From January 1980 through Auvgust 1982 the mirsion had conducted
I3 vnannounced cash verifications of the tund,  Scetion 09,2 of the
RAMOE/ Langhoh regulations requires that verifications be coaducted
at least on amonthly basis, However, the mission inforned
RAMOG/ Banghok that HnA) has been o compliance with A1D cogala-
tions (Seetion 130 of ALD Thandbook 1Y) which requires cash count

verifications be made at least quarterly,
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RAMC/BPangkok responded that based on its past experience in
dealing with Cashicrs at over 100 posts, they considered it prudent
to "hold firm" to RAMC's monthly cash count verification policy.
The vassion has now initiated unannouvced monthly cash verilica-

tions in accordance with the RAMC/Bangkok's policy.

NMuaxunum Mund Amount to the Local Cashier

In July 1932, the mizsion requested that the Cashicr's imprest fund
be increased Mrony $10,000 to $15, 000, The requested increase

was justilicd based on the ercase 1in mission size, inllation, and
turn around Litue to ceptenish the fand, An ATD/W authorization

was granted to USALD/B to incrcase the fund to §15, 000 as requested.
The Casliuer, however, is a local employee and the maximum allow-
able to loce! employees by ALD Handbook 19, Section 13E1C(3)(a),

is $10, V00,

Since the ALD Handbook does not specifically state ool tu exceed
$10, 000", the mission interpreted the AID Handbook provision to
mean that the maximum may bhe up to $10, 000 or more f desired.
Our interpretation is that the inteut of the provision limits the
imprest amount to a maximuom of only 310, 000 for the Tocal Cashier.
The AID/W authorization tu increasce the fund from $10, 000 to

$15, 000 did not reference or ¢ite a waiver to the applicable regula-
tion, ‘The mission responded to oar deaflt report that AID/W has
been formally requested to provide a waiver i required to the

B10O, 000 Lhnitation cited in ATD Handbook 19, Chapter 13,0 The mission
has instructed ihe Cashicr not to cash any check received from
RAMC/ Bangkok 1o increase the fund until after this issue s satis-

factorily resolved,

luformal Porrowing Transactions

In July 1979 the tias e Con b s was authorized to provide personal
checlk canhing accomaa wdation . Tor yasoon einployees, Phin was
primarily 1or the convenicnee ot fhe canployees and to alleviate part
of the burden on e ciabassy Cashier, As a redult ol praovading
thiese services, he nesion Cashicr has on occaniaons run low on
funds.  This situalion prompted the mission Cashier to infurialiy
borrow additional fuwcls from the ecmbassy Cashier to moect normal
operaling trunsactions until the replenishuent chiecks arrived from

RAMC/ Bangkok.



The mission Cashier obtained the additional funds unde¢r cmporary
informal loans from the embassy Cashier and/or through exchanging
cashed accommodaltion checks for local curvency., In these
transactions the mission Cashier provides documentation to the
embassy Cashicre bul he maintains no documentlation [or mission
records, Moreover, the embassy Cashicr destroys the receipts
when the mission Cashier repays the loan. There is thus no audit
trail for these transactions.

The mission Conlroller agreed during our discussions that tha
Cashier's informal borrowing of local currency was a wealk internal
control practice and it viclated established regulations related Lo
the Cashicr!'s financial operations, FHe stat Jd morcover that about

a year ago he informally directed the mission Cashicr to disconlinue

the tempovary loan practice,

The embassy Cashier told us h7 believed the most recent loan
transaclion to the mission Cashier was about three maonths apo,

The temporary loan was [or about taka 20, 000 and the loan periad
was [ive or six days, The embassy's Budget and Finance (B&IY)
Officer told us that he hias granted temporacy borrowing to the
mission Cashier when verbally requested by the mission Controller's
office. 'T'he mission Cashicr told us that he has not temporarily
burrowed funds from the embassy Cashier since he was divected

by the Controller to discontinue the practice. We were unable to
confirm whether the alleged recent borrowing did in fact hi en

baecause no recoris had been retained.

The mission comrnented on our draft report thav the Controller

issued fommal instructions on October 6, 1982 to the mission's

Budget and Accounling Officer and the Cashicr that under no conditions
was the mission Cashier to borrow funds frorm the embassy's Cashic .

in the future,

The mission uses Lhe embassy as its source for oblaining Governienl
Transportation Requests (G'FRs) to meet official travel requireiments,
We reviewed GTRs and related controls and noted areas where im-

provements are needed as follows:

- Ihe personnel responsible for the receipt and custody
of GI'Rs were not formally designated,




- Documentary receipts for GT'Rs provided to the
mission by the embassy were not obtained,

= Formal reconds of reconc liation of GTRSs were not
maintained,

- Securily control over GTRs, airline tickets and
passports can be improved.

Designation of GTR Accountable Officer

The mission Management Officer currently serves as the GTR
Accountability Officer and the Controller serves as the alternate
in the Management Officer's absence., Howewver, the mission has
not formally designated either official or anyone else to serve as
Accountable Officer oyver GTRs as required by Section 116, 4 of
AID Handbook 22, Moreover, the mission has not formally
redesignated either ol the two local Travel Assistants who usually
have physical possession over all of the mission's G/[Rs,

The mission responded to our draft report that the Accountable
Officer for the receipt, custody and control of GI'Rs has been
formally designated. The formal designation was made in USAID
Directive No, 500 effective October 26, 1982, Formal redesignations
were in process to cover the local Travel Assistants,

G'TR Control Records

The local Lravel Assiatants obtain the mission's GI'R requirements
from the embassy, The mission's Travel Assistants sign receipts
for the GT'Rs at the embassy but no receipts for the GTRs are
obtained for the mission's records, The Travel Assistants prepare
a listing of bulfl copies of GTRs which are forwarded to the
Controlled!s office,  The buff copics are filed sequentially by
Controller personnel and are later matched with original blue
Cuptes submitted with carrices' billings for payment.

We found in our review, however, that the Travel Assistant's listing s
are not timely prepared or accurate for reconciliation purposes, We
nolted that in July 1982, for example, one GIR had been excluded
from the list although it had been issued in the previous month,
bxcept Tor the cited deficiencices the mission arrangement for GTRy

from the embassy appeared to be working satislactorily,

- 10 -
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The mission responded to our draft report that receipts will be
obtained from the cmbassy in the future for all GTRs issued to
USAID/ B3, The formally designated Accountable Officer for GTRs
will be responsible for maintaining timely formal reconciliations
of GTRs on hand and used by mission travelers,

Sceurily Over GTRs

The misston's local ' oavdl assistants Keep unissucd GTRs stoeed
ina file cabinet locaacd i the Troavel section, Also stored in the
file cabinet are airtioe tickets and passporcts temporarvily Lheld for
travelers antil the e dedrments are assued. Phe Tile cabinel i
sceured by a regular hey lock and the two keys for the file lock

are Kept in the USATD dispatcher's office located in the mission
olfice building. The sceurity file is theretfore potentially accessilkle
to others which weakens internal and security controls,

We believe the controls can be nnproved by rveplacing the key lock
on the file with a combination lock and hmiting access to the
combination similar to the sceurity system used for the Cashier's

tprest fund,

Wo discuassed these secarity and control problems over GiiRe i
our draft report for mission review and conunents,  The nassion
responded that o combination tock is being mstalled on the file
cabinet by the Sccurity Oniteer,  The scourity controls will be
improved by lmiting access to the combination of the [ile lock

similar to the milssion's cashice scecurity system,
Local Payroll Conrols

The USAID's hi-weckly payroll for local employees is processed by
the Regional Adisinistrative Management Center (RAMC)/ Banghuk,
We obaerved that the midssion Cashicer, a local ciaployee, handles
both the outpoing and inco sing payroll data between the Usa T aud
the RAMUO/ Banplkob o The awernal payroll controls would be i
proved, tnooar view, by separating the outpomyp and incomiay pay roll
tunctions to different independent mndividualn, The Gashiier s
respousible toe disteibutoay the payeoll calcubared by KANMC/ Banglkok
and nay contioue s fanction sincee e would no Jonger coatrol the
overall payeoll paciaged datas The meaon also needs o proepare
carrent toroal detailed procedures applicable to the local payroll

sysleils funclions,
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The mission's local Cashier currently serves as the local payroll
liaison officer and performs various duties in addition to regular
Cashier responsibilities. He receives the local employees! timne
and atlendance ((F&A) cards from Limekecpers, reviews the TRA
cards and prepores the data which is cabled to RAMC/ Bangkok,
The RAMC processes the mission's local payroll from the cabled
data and also prepares employee updated carning statements,
The RAMC preparcs a composite check fur the total payroll and
forwards the check and related supporting data to USAID/Dacca,
The composite payroll cheek is made payable to the name and
position ot the USAID Carhice,

The Cashice exchanges the RAMC composite check for cash at the
American Express Danic in Dacca, and then prepares cash pay
envelopes for cach employee in the individual net amounts caleulated
by RAMC/Banpgkok, The Cashier issues pay envelopes to employees
at the cashier window cach payday, The Cashier preparces a
recapitulation of the payroll and compares it with the data received
from the RAMC, e also distributes emiployces! carnings statements
and new T&A cards prepared by RAMC to the mission timckeepers,

The local payroll systemn operated between the USATD and RAMC/
Banglkok is apparcently working satisfactorily.  However, we b toove
formal detarled procedures should be developed by USAID to . over
the system and these procedures should be incorporated into the
USAID Dircective systemn.  The only current USAID Manual Order on
the subject is USAID Order No. BD-12 issued in July 1977, 'This
document is primarily concerned with the submission of T&A repores
and the maintenanec of Leave records. e aluo establishies thne
schedules for submitting Tocal T&A cards to enable tinely processing
ot the local payroll, It is now out of Jdawe, however, because the
mizsion work week duys have recently changed from Mondiay throagh
Iriday to Sunday theough Tharsday,

The mwission responded to vur dralt report that effective Ootober 17,
1982 the local payroll Tunctivns were to be separated aimong difterent
isdaviduals to tmprove internal controls,  Also, the Controiler's

office s wnendiog e USATD Manual Order HD-12 Lo provide current
detai]l payrotl peocedarea,

Sertlement of Travel Advances

We observed nmprovements in the mission's tunely collection of travel
advances but more can be done to keep advance scttlements on a current

hasis,
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For example, our prioe audil showed a number of U, S, dollar and
local currency taka adyvances were outstandiog for more than a year,
[However, none of the cuvrent advances were oulstanding for more
than ten months,  The status of U, 5, dollar and local currency Laka
advances as of Sepltember 30, 1982 [ollows:

U.5. Dollar liocal Currency Taka
Period Outstanding No. Amount No, _Amount
Less than 30 days 3 B 5,045, 00 15 P29 5655162
30-60 days 2 1,412, 50 9 111,918, 07

60-90 days | 875,00 - -
Over 90 days T 5,646, 38 3 1, 965, 30
Totals 13§12, 978, 88 Al T 8, 156, 99

Follow-up on Dollar Advances

Sceveral of the dollar advances were made in AID/W to mission funded
employees who came o Bangladesh on TDY and they have alrcady
returned to AID/W. Several other balances were for employces who
transleered from the mission to AID/W and balances had not been
schitled, The mission Controller periodically cables the status of
dollar advances to the Office of Financial Management (M/IFM) in
AID/W and requests carly scettlement of balances.  We believe thal
mission lollow-up for ALD/W c¢mployees should be monthly and
oulstanding advances (or new arvrivals al the misswn should be settlod
within 30-00 days after completing travel,

The mission agreed with cur drafl findings that advances should he
accounted for in a timely manner. They view it mare practical,
Lowever, to set up a 60 day [ollow-up cycle with ALD/W and Lo

LJ!IU\%"'U'J witlhh mission L‘lll.l)l.ll:,'l'l.fti wiathin 30 t.lu}':z.

FPollow=up on Local Currency ‘Taka Advancas

The local currency taka adyvances are miade tor official in-counlry
teavel within Bangladesh, Many of the frequent travelees ave local
dreivers who travel under annual Travel Authovizations (I'As), We
obscrved that local drivers do not always scitle peioe teavel advance

baelore obhtaining additional advances. Lo improve controls & travel

voucher should be lal‘nnll.lliy submitted after travel and the advance

seltled before an additional advance 1s 1ssued,
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We noted that two local cinployces did not setiule local currency taka
adviances before departing oulside Banglauwesh tor training., These
two local employees weve also given UL S, dollar advances to caver
travel costs vutside of the country,  The taka advances sho. i have
been settled belore their departure. The employees &mo o an
supervisors have requested the mission Controller to withhald
actions to cvollect the taka advances until after the emiployees return

to Bangledesh,

The mission responded to our dratt lindings that the Controller has
communicated with GSO about local drivers with taka advances,

The GSO was formally notified that in the future drivers who failed Lo
account tor an advarce within 30 days after returning feom o Leip
would not be given an additional advance as tong as the previous
advance remains outstanding.  The mission will apply the same
procedure to oll travelers with taka advances, and if any traveler
fails to settle advances timely the balances will be collected by
payrolt doduction,

Travel Advance Auved Schedules

We recommended o oue deadt Dindings that the mission Controllerts
stafl prepare formual nownly detailod aped schedules to show the
status of U8, dollar wad local curecncy taka advances, The Counteuller
should review these schedudes and tabe necessary action for sctile-
ment ol advances on g vase by case basis,  The mission responded
that muonthly aged schedules will be prepared for all dollar and local

currency advances outstanding,

Proposcd Donation of Mission Property

The American Recreatron Aosociation (ARA) complex Tacilitivs in
Dacea have been partally fueaished with tmission property and
cquiptnent e v several years, The propecty is cacess Lo Mission
requirements and current plans are to sell or donate the dtee o0 e
ARA, We boliove that niission attenution ias necoeisary o e e thit
the items held by the ARA were not procured froma Trust Faod.
contributed hy the Host Government and that the transter complies

withh Apgency repulations,

We disounsed o our drall report the necd tor w complete review
ol property hield by the ARA prior Lo hinal disposition o the teme,
We recommended that a complete inventory be made and the imventory
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screened to ascertain whether Trust Fund property was among the
items, Arny Trust Fund property actually belongs to the Host
Government and the mission would have no right to dispose of these
propertics. Also the disposition 20 any mission property should

be properly disposcd of in accordance with applicable Agency
regulations and procedures,

The mission responded to our draft report that a complete inventory
of mission property held by ARA was taken by the General Services
Office (GSO). The inventorvy revealed that some itemns held by the
ARA were identified as Trust Fund property. The ARA was
returning the U'rust Fund property and several other items to the
G50 warchousce.  The Regional Liegal Advisor and mission NManage-
mcnt Officer have determined that the rest of the mission properly
held by ARA could und should be donated instead of being sold to
the ARA community organtzation and in accordance with Agency
regulations, The property has been determined excess Lo mission
requirements and would otherwise be disposed of if returned to the

GSO warchouse,

Sclf-Surveys of Systems and Controls

In late 1980 the mission Controller inittiated a sceries of self-surveys
of systems and controls in financial management areas. Three
surveys were made: the first review performeaed in December 1980
covered billing and collection procedures; the second that v as mad.
in February 1981 covered cashier operations; and the third cview
made in March 1981 covered voucher examination activities, [ach
review, although limbred in scope, surfaced deficiencies in systems
aind controls aod improvements were imiplemented, We believe
mission management wauld henelit by continuing similar self-

surveys in financial management and other arcas.

We believe that similar surveys ol controls in other syslents and
procoedural arvas could apprise management wherher improvements
arve necessary,  Additwonal potential areas for scll-surveys could
be identiticd by mission olfficials as they pacticipate in corap'eiing
the "Vulnerability Ascossnent Questioriaire”, The imassion
received the questionnaire Trom AID/W in carly Noveaber,

The USALD/B and other niissions have been requested Lo complete
the questionnaire ane submii the document to AID/W by Novewber
15, 1982, to cnable tre Agency to comply with OMB Circular A-123

covering AfD's internal contruls,
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We believe self-surveys can be utilized as a valuable tool to assure
management of adequacy of internal controls and where improvernents
are necessary. Internal surveys could be conducted within each
mission offive. To maximize elffectiveness of internal reviews, we
believe guidelines should be developed and used for cach review of
arcas covered. Any problem arveas identified should be formalized
as well as management actions taken to implement improvements,
A briel record file should be maintained as docurnentary evidence
of cach seli-survey performed including puidelines developed and
followed, problern areas found and formal actions taken to improve
systems and procedural controls,

The mission agreed with our draft report discussions that there is
merit in doing selected self-surveys subject to time and staff
constraints, As a starier, the mission Director has requested that

a scell-survey be made to deterrmine the extent, if any, of n. ..~
utilization oy AlD-financed commodities, The results of sclf-surveys
will be tmade a matter of record,

Mission Orders and Directives

The mission has issucd forty seven USALD Manual Orders on various
subjects between 1976 and 1982, We noted instances, however, that
the same scries number has been assigned to several USAID Manual
Orders on different subjects, The mission Manual Orders need to
be reorgamezed, indexed and current to provide useful management
guidelines,

USAID Manual Order No, BD-01, for exarnple, was issucd cifective
January 1980, on the subject "Project Documentation Clearances

and Control”, A second Manuual Order was also assigned No, BD-01
issued in January 1981 on the subject "Project Officer and Project
Comunittees'. A third Mianual Order was also assigned No, BD-0}
issued in January 1952 oo the subject "Delegation of Authority No, 40,
Source, Origins aud donality of Procarement”,  We noted other
examples where like numibers were assigned to Manaal Oeders on
dilferent subjects. We Glso noted examples that Manual Orders

superseded were still in the active file which should be remnoved.

The mission responded lo our draft veport that the USAID Manual
Orders will be changed to USALID Mission Dicectives, The reorganized
system proposed should improve the mission’s informational guide-
lines systen if kept properly indexed and current,
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Trust Fund Contributions

The U. S, dollar costs of mission operating expenses could be re-
duced if adequate Trust Iunds were availabice to cover allowable
costs under the Trust Account Agreement signed by the USAID/B
with the Government of Bungladesh (BDG) in July 1971, The agree-
ment provides for the BDG to contribute its own funds for certain
local currency expenses related to the mission assistance program
in Banpladesh,  We observed that the mission's annual requests Lo
the BDG and the BDG's contributions arce insufficient to cover all
costs allowable under the terms of the Trust Account Agreement.

The shortfall of the mission's requests and the BDG contributions
malces it necessary for the mission to use its own dollar operating
expense funds for custs which are allowable to be paid with ‘Trust

Funds if adequate tunds were available in the Trust IFund Account,

IFor example, the mission office lease costs equivaleat to approximately
$U75, 000 a year. The payinent of lease costs is allowable with

Trust Funds if adequate funds were available, Other costs allowable
and being paid or partially paid with Trust Yunds include: travel and
transportation within bangladesh, supplics and equipment,

residential leases and utilities,

We requested formal commments from the s sion concerniing its
rationale for amounts requested of the BDG and amounts of BDG!'s
Trust Fond Account contributions.,  The niisuion cxplainaed that the
Trast Account Agreement is almost all inclasive repgardimg expenses
that miay be charged to the Prust Fund, 1t was the misswon's opinion,
however, that such inclusiveness was to permit the mission's
maximum exibility in usce of the funds.  The misson morcover
stated that it was not the intention (o obtam Local carvency from

the BDG (o caver o itenis altowable ander thee Frast Avrc e nt,
Frominception it was nob intended to recover all local cureency
custse FPor exateple, the BDGS indtial conte bution in 1974
represented only approxinaately Yo percent of the mission's operating
copernae badget that year, and the mission maintains this conservative
approach with the DG,

The miusion crphasiced that Bangladesh may be the poorcoe ALD
recipient ard an additional amount cquivalent to $420, 600 would
have been neceded 1o cover the balance of allowable Trast Fund costs
i 1Y 19820 The mission belicves that any wigniticant changoe
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could open up the Trust Agrecment for renegotiation which could
end up with the BDG contributing nothing., 1f the BDG's economic
situation changes significantly in the future, the mission stated
it would review its position on 3DG's Trust Fund contributions,
We believe this clarifies the mission's rationale and place.. the
Trust Fund arrangement into clearer perspective, We believe
therefore that no recommendation is deemed appropriate,
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AID/W
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Bureau For Asia
Assistant Administrator (AA/ASIA)
Office of Bangladesh and India Affairs (ASIA/BI)
Audit Liaison Officer
Bureau For Science and Technology
Office of Development Information and Utilization (S&T/DIU)
Bureau For Program and Policy Coordination
Office of Evaluation (PPIPC/E)
Bureau For Management
Assistant to the Administrator For Management (AA/M)
Office of Financial Management (M/FM/ASD)
Directorate For Program and Management Services
Office of Management Operations (M/SER/MO)
Office of Contract Management (M/SER/CM)
Bureau For kxternal Relations
Office of Leyislative Affairs (EXRL/LEG)
Office of General Counsel (GC)
Office of PPublic Affairs
Office of the Inspector General:

Inspector General (1G)
Communications and Records Office (1G/EMS/C&R)
Policy, Plans and Programs (1G/PPP)

Regional Inspector General for Audit:

RIG/A/W
RIG/A/Nairobi
RIG/A/Manila
RIG/A/Cairo
RIG/A/Latin America
Other
Regional Inspector General for Investigations and lnspections
(RIG/11/Karachi)
New Delhi Residency, RIG/A/K (AAL)
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