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MEMORANDUM 	FOR A.I.D. REPRESENTATIVE,R d E
 

FROM: 	 RIG/A/Nairobi, Richard C. Thabet
 

SUBJECT: 	 Audit of Program Development and Support
 
Funds at the Office of the A.I.D. Representative/
 
Rwanda, Project No. 698-0510.96
 

The Office of the Regional Inspector General for Audit/Nairobi
 
has completed its audit of program development and -upport
 
(PD&S) funds at the Office of the A.I.D. Representative/ Rwanda,
 
Project No. 698-0510.96. Five copies of the audit report are
 
enclosed for your action.
 

The draft audit report was submitted to you for comment and
 
your comments are attached to the report. The report contains
 
two recommendations. Recommendation No. 1 is considered
 
resolved but needs further action before it can be closed.
 
Recommendation No. 2 is considered unresolved because the
 
Mission's position needs further clarification. Please advise
 
me within 30 days of any additional information related to the
 
actions planned or taken to implement recommendations Nos. 1
 
and 2.
 

I appreciate the cooperation and courtesy extended to my staff
 
during the audit.
 

Background
 

Program development and support was defined as activities whose
 
purpose was the identification, design and evaluation of
 
programs or projects/activities where such activities could not
 
be easily or appropriately charged to the individual
 
project/activity. The traditional uses of program development
 
and support funds included:
 

-- project identification and development; 

-- sectoral analyses and studies; 

-- seminars/workshops; 

-- residual support for terminating projects; and 

/
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on an exception basis, individual project evaluations
 
(normally charged to individual projects).
 

There was no separate appropriation for PD&S funds. PD&S funds
 
were established by A.I.D. to fund the identification, design

and evaluation of programs 
and projects. PD&S funds consisted
 
of program funds derived from various Development Assistance
 
appropriations. 
 The BureaL for Program and Policy Coordination 
assigned a portion of those funds to each gecgraphic bureau for 
program development and support costs, and each geographic
bureau managed those funds differeintly. In the Bureau for 
Africa, PD&S funds were allocated to overseas missions based on 
requests from each mission. Durirg fiscal years 1985 thru 
1987, PD&S funds totalling $817,728 were obligated at the
 
Office of the A.I.D. Representative/Rwanda (OAR/Rwanda). 

Audit Objective and Scope 

The Office of the Regional Inspector General for Audit/Nairobi
made an economy and efficiency audit of the use of PD&S funds 
at OAR/Rwar:da. The overall objective was to determine how PD&S 
funds were used. Specific objectives were to determine if (1)
PD&S funds were used for purposes specified in A.I.D. guidance,
and (2) unused PD&S funds were breing deobligated. 

The audit was made at OAR/Rwanda in Kigali, Rwanda during the 
pcriod Novemer 3 - 10, 1987. (Exhjtit I shows the location ofRwar.la) . OAR/Rwanda Off ici a1s were interviewed, files and 
financial reports were reviewea and related internal controls
 
were tested.
 

The audit scope included $81.7,728 of PD&S funds obligated for 
fiscal years 1985 through 1987 (sc- Exhibit 2) of which
obligations totalling *473,615 and expenditures totalling
$204,243 were tested. The audit tests did not include PD&S 
funds totalling $161,5'00 and designated for local cost support
in fiscal year 1986, since such funds were available for a
broader range of uses on a one-time basis. The audit was made 
in accordance wi th generally accepted government auditing 
standards.
 

Results ofl Audit 

The audit showed that OAR/Rwanda's use of PD&S funds did not 
conform to A.l.D. regulations and Africa Bureau guidance, and 
that OAR/Rwarida had not deobligated unneeded funds. 

OAR/Rwaiida ', manag(mentL of PID&S funds started to i inprove i nf iscal year 1987. The i mpr ovement- coi nc ided wit h the 
establ ishment of a Ni,osi on Control ler posit ion and the 
assignment Of. a Conit: rolJ.(r to OAR/Rwanda in September 1986. 
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Recognizing that improvements were underway, the audit still
 
fpund that OAR/Rwanda had used $328,J65 in .PD&S funds. for
 
improper -activities .Which chould have been charged to yperating
 
expense or project activities. The audit also determined that
 
OAR/Rwanda had not promptly deobligated unneeded PD&S funds.
 

Management of PD&S 
Funds Needs Improvement - A.I.D. regulations

and guiuance specified how A.I.D. funds, including PD&S funds,
could be used. Legislation and A.I.D. regulations required

that unneeded funds should be identified and deobligated

promptly. PD&S funds were used for improper purposes because 
OAR/Rwanaa officials applied a broad interpretation to the 
criteria and guidance. Also, OAR/Rwanda officials had unneeded 
PD&S funds available because the Mission had no system for 
periodically reviewing the continuing need for the funds. As a
 
result, about $328,865 was used for improper purposes and
 
unneeded funds totalling $;39,348 were not deobligated promptly.
 

Discussion - A.I.D. regulations and guidance specified how 
various types of funIds, including PD&S funds could be used. 
A.] .D. Handbook 19, Chapter i1, paragraph ]1B.3.b. (1) stated 
that program f unca,: were to h, used f or "Costs associ ated with 
consultants, contractors, PASA and RSSA personnel engaged 

e y [ undC- scori n ao(jueal1 in project or program design,
implementation and ovaluation, including feasibility studies."
Thus, the regulat ions, prec uded the use of program funds if 
such per,sonne were involved in Agency management operations.
Paragraph 1B.3.a.(2) stated that contractors, etc. engaged in 
Agency management operations shoula be funded from operating 
expenses.
 

A.I.D.'s Hureau for Africa guidance issued in November 1984 and 
reaffirmed in subsequent guidance stated that the main purpose
for PD&S funds was the preparat ion and deve]opment of new 
projects. 'Thi guidance in some regards morewas restrictive
than the Handook. Specific restrictions on the use of PD&S 
funds were:
 

funds could not be used to support an existing approved 
project ; 

funds could not be used for pre-implementation activities 
without Africa Bureau Assistant Administrator approval;
 

funds could not be used for operating expense activities; 
and
 

-- no activity could exceed $;200,000 without approval. 
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Thus, even though the Handbook allowed program funds to be used
 
to implement projects, Africa Bureau guidance precluded such
 
support to existing projects.
 

Both legislation and A.I.D. regulations required that any funds
 
not used and no longer needed by A.I.D. missions be promptly
 
identified and deobligated. Section 1311 of Public Law 83-663,
 
approved August 26, 1954 [31 U.S.C. 15011 required the Agency
 
Controller attest to the continued need for unspent funds.
 
A.I.D. Handbook 19, sections 2M, 2N and 20 required the
 
continuing review and periodic intensive review of unspent
 
funds to identify those amounts no longer needed and the prompt 
deobligation of unneeded funds.
 

OAR/Rwanda' s use of PD&S funds did not conform to A.I.D.
 
regulations and Africa Bureau guidance and OAR/Rwanda officials 
were not a uennatply rovi owin g unspent funds to detprmine if the 
funds were still needed. 

Concering the use of PD&S funds, most examples of improper use
 
relate to services perfornec by contractor.s (see Exhibit 2).
For exars:, e, o!ne- Cont ractorr' s hi red to moni tor an approved 
on-going drought relief pirogram and to assist in verifying
commodi ty distr ,pLit cn ac ljvi Li s. OAR/Rvanda officials told 
us this was a temporary neea for assistance, the Mission was 
pressure& by Washington to hire people for monitoring and this 
US(! was a,-)r oven by Washi ngton. The contract however went 
beyond ronitori ng activities and assigned i tIe contractor 
responsi il ities to assist in i mpericenting the program and in 
coordinating program activities. Africa Bureau guidance
 
precludea such support to approved on-going projects.
 

Another contractor wias hiren to he an Administrative Assistant 
and Secretary to OAR/Rwanca's Health and Population Officer. 
Such assi;tarce was requi; en due to the additional workload 
placed on the officer by a visiting project evaluation team. 
While some of the administrative assistant's work related
 
directly to supporting the evaluation team, other required
 
duties related to general Mission management operations such as
 
answering the phone, drafting general correspondence, and
 
maintaining the Health and Population Officer's files and
 
reference 1 ibrary. In addition, a desk and chair was bought
for the administrative assistant with PD&S funds. According 
to A.I.D. regulations, program funds could not be used unless 
contractor serviceN were engaged exclusively in project 
activities. Bureau guidance also precluded using PD&S funds 
for operating expense activities. 
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A third contractor was 
hired through an institutional contract
with a U.S. university to be the Mission's 
Social Science
Advisor. The contractor was in 
his fourth year at OAR/Rwanda the last two years being PD&S funded, The contract required,
among other things, that Advisor
the increase coordination and
cooperation among planned and on-going projects. The A.I.D.
Representative's justification supporting the contract statedthat the Advisor has "..• continually provided key analytical
inputs for our program, both in design and implementation" andthat "... his other wor: in project and program anclysis andmanageent is also critical for effective Mission operations".
Mission officials told us this contractor was specificallyapproved y Washirgton and the funds allowed nr that purpose.
Even so, A. I .D. regul ations precluded f urui ng such Mission 
management orerutons wih program funds. 

Non-coi: l iance rcgai di, the use o tunds arpeared to becentered around 0AR,'.u r : andr'rrcs 'andin, interpretationsof A.1 .D. regu1 ati o-' and the Afr-ica ureau guic ince. Forexaiple, ole n fici ali stateu Lat t he title "ProgramDevelrent ana SU r,,,rt " r1 Icat(] that fu n(s could K, used tosupport prc , Oien.pc t O a Other .i i n ofI icials statrct Ithat tn)' M.I V-;1 (a n , t i ways"I:' , haV a crr,.tly interro:,d
Af rica, Bu ztu g sni.o)a;'. IfundsunD&: ,lt'gh they believed 
they ,'ur cortL-ctK] y s , t ui:( f n. .... 

Coicerniny1 tie r aro! ' M r 1?l (',,:el 1 1 K i l U0 r irft LTncds, theaudit. U Lc rs/ni c ,/a d tint (IO :,I gLatU unneedcid
fund ris. isca 195SBur 'ars 
 t hrough 3987, OAR/Rwanda
obligate d PD&S furs' toali inq $07,72. O that amount$340,206'was unspent at t time of aucit( . [For f Jcal years
1985 ant. 1986 wr ::rut 'nds tot 1a c $129,348. ThiVs figure

included $;39, 30 fcr aCt iv t ie th Weto 1, corip eted ( seeExhibit 2) and whlch oulc been 

a 90, 0(0 owl i gat ioi f or ,n i rict t ut ir nA contract which was 

for fuInds shri have (ieobligated and 

still ,0,-goirig. In adujLioni, for fiiscal year 1987, the Mission
had an unspent balance of $2]0,858 which had not been full]y
reviewed prior to yearthe end ard ncl udeci some unneeded funds. 

Mission officials ocknowodged the lack of systematic review ofunspent Iunds. Various reasons were given as to whry aciequate
reviews were not being dcne. Acco(, i nq to the A .1 .D.Representative, he rc,qtuPL a Controller because of various
Mission finrancial problem. Previously, no controler had been
assigned to OAR/.,ancia. The .1D.A .I Pepre untat ive PeIievedhaving the Control ]er [ov on board wociUld s o]iy this r problem.Since the Control icr arri ved, improvemrets in financialoperations had occurre; however, unspent were notfunds still 
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adequately revieved to determine if all or portion of unspent
funds were unneeded. Mission officials agreed that closer
 
monitoring was needed and this reports makes recommendations to
 
provide for regular periodic reviews.
 

Due to the apparent lack of underst ,nding and/or
misinterpretation of A.I.D. regulations and Africa Bureau 
guidance, OAR/Rwanda used about p328,865 to fund improper
activities. In addition, because OAR/Rwanda did not review 
funds to determine the continued need for them, funds totalling
about $39,348 ere unnecessarily retained. If identified 
ear ier, t hose cou l d have been used to pror:ote other 
developrment assistance activities rather than remaining unused 
for up to tw..o '" rs. 

Reccmiienc 0 t oh Uo. 1 

We recomnerd that the A.I.D. Representative, Randa, 

a. 	 requelt ietinit ve guidance from the Bureau for Africa 
concer 11 no the use of program deve Iop1,ent and support 
fund-; n 

b. 	 issue 0M, s on Order claorifyi ng the purposes for which 
prcjrciU i d(.,velop,;Lt ann support fu nd s can be used. 

Reconnod t i M;o. 2 

We recor,::r , t hat the A. 1).. Representat i e, Rwanda, 

,'? I ced,(]ret,:: the of funds 
an' thi ( f,,i( i 'tion of u,1needen funds, i ucorpora te the 
revie. as a ar t of the 1iss J o quart erly Project 

a. 	 d ' : for per ioaic rView unspent 

I(,pe:eLatiiu Leview, and issue a Mission Order to that 
C- feetC ; 

b. 	 deoL] i n e exc's pr og rum developnerit and support funds 
for ]985 arid -196f; and 

C. 	 review unliont 1987 procra (,velopr,:nrit and supFport funds 
t ota] I IIq ;210, d [s, Ofl. (-:(Ojl igat urmeeed fUjds . 

In comm( lbt i ro on t drf-, r ( A x ) ,n t Ee ort Arr )!nc2 OAR/Pwanda 
official q, 'r"Ifi , ]Y tL the repor t findirns and 
r eco rreen i S ';,,,cf i e act i r./ '0 ha/Orr p a rri od, toimj)Iene!,~t t be: r,_c:ri,,:ti(rn 2 ous. ( A1'/hi',ar::1o C ] al h;towever, 

di sag r ( Y; th t-he I (12,Plilt ,1r, t0 s!; a,o ion Or der 
regardin(1.11 1 ron ::( or I.-r i o ic(I ly rei . ,ing unspent u1Is 
to deteri;iJ t he coflt ri r( im,, !t) t hose I "r ; - even though
the offiJci' ] al acceLtecn the needl for 1toC'e(iIr .. 
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While OAR/Rwanda comments did not state why the Mission Order 
was objectionable, RIG/A/N believes that a Mission Order should 
be issued to document the procedures for reviewing unliquidated 
obligat ons and to institutionalize such procedures.
 
Accordingly, the recommendation was retained in the report and
 
this recommendatlon considered unresolved.
 4s 


OAR/Rwanda officials' comments indicated that they have already 
initiated action; to deobligate excess funds. In addition, the 
Mission plans to outaih definitive guidance and issue a Mission 
Order setting forth specific guidance onl the use of PD&S funds 
at OAR/Rwanda. 
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Exhibit 2
 

OAR/RWANDA
 
PD&S OBLIGATIONS AND EXPENDITURES
 

(As of November 1987)
 

FISCAL AMOUN2 AMOUNT AMOUNT 

YEAR OBLIGATED SPENT UNSPENT 

1985 $ 99,700 $ 94,991 $ 4,709 

19861/ 451,900 327,260 124,640 

1987 266,128 55,271 210,857 

81_7,-2 $ 477,522 	 4$3026
 

1/ 	 Excludes obligations totalling $161,500 designated
 
for local cost support.
 



Exhibit 3
 

OAR/RWANDA
 
IMPROPER PD&S FUNDED ACTIVITIES
 

AMOUNTS OBLIGATED
 

ACTIVITY/DOCUMENT NO. 1985 
 1986 1987 TOTAL
 

Drought Relief $22,578 - - $22,578
 
Contractor
 
CO-696-0000-S-00-5011
 

Technical Advisory 25,000 
 25,000

Accounting Contractor
 
CO-698-0510.96-5-00-5032
 

Computer Programming - $1,515
1,500 3,015
 
Prime Project
 
CO-696-0510.96-S-00-5037
 

Pre-Implementation - 16,000 2,900 18,900 
Prime Pro3ect 
CO-696-0510.96-S-00-5036 

Computer Acquisition 7,122 7,122 
Repor t 
PO-696-5-1700 

Social Science Advisor - 90,000 $83,000 173,000 
CO-698-05 I 0-S-00-6018 
CO-698- 0510-S-00-7046 

Refining Minfineco  - 23,000 23,000 
Input/OutPut Model 
CO-698-051.0--S-00-7006 

Administrat ive Assistant  3,250 3,250
 
CO-698-0510-S-00-7047
 

Participant Traj ning ii,000 11,000 
Contractor 
CO -698-0510.96-S-00-7044 

Social Science Advisor 
 - 37,000 37,000 
Support Costs
 
MO-87-02
 

Materials Acquisition
 
MO-87-06 
 5,000 5,000
 

Total $72,20t162250 t328,865
 



Exhibit 4
 

OAR/RWANDA
 
UNNEEDED PD&S BALANCES
 
(As of November 1987)
 

FISCAL YEAR/ 
 AMOUNTS AMOUNTS AMOUNTS
 

DOCUMENT NO. 
 OBLIGATED SPENT 
 UNNEEDED
 

1985
 

CO-0510-S-00-5037 
 $ 1,500 $ 1,455 45

CO-0510-S-00-5011 
 22,578 22,578 
 $ 31
CO-0510-S-00-5035 
 14,000 12,872 
 1,128

CO-0510-S-00-5032 
 25,000 22,127 2,873

CO-0510-S-00-5012 
 11,000 10,669 
 331
Totai 1985 74o78 69,370 11Q 

1986
 

CO-696-0510-96-S-5036 
 2,900 2,640 260

AFR-05]0-P-AG-6010 
 10,795 2,971 
 7,824
CO-698--0510-S-6003 
 10,000 8,002 
 1,998

CO-698-05]0-S-6010 
 6,500 4,039 2,461
CO-698-0510-S-60
 20  12,000 9,988 
 2,012

CO-698-0510-S-6021 
 23,000 13,251 
 9,749

CO-698-PDC-096-4159 
 115,000 104,861 10,139

PO-696-86--120 and 
126 8,339 6,200 139
TA-6460241 
 ,000 3,946 54
TR-696-86-071 and 075 
 268 264 4
 

Total 1986 192-8O2 158 ji_2 34, 

Totals 
 $75726832 $ 39,34 
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SITFJCT: 
 P.FT AUDIT REPORT - PROGRAI DEVELOPIENT AND
 
SUPPORT FUNDS
 

REF: THAi<vT TO 1ELAVN 0", DATID 3/22/ 9
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Page 2 of 2
 
AND DOLS 2e,20 FOR 1936 WILL BF DEOBLIGATED NOT LATER
 
THAN 03-30-eP.
 

C. MISSIOJ ACCEPTS TfTE RECOM'1ENDATION. IN PROCESS OF 
REVIFMING UNLIQUIDAT-D FUNDS. 

- RECOMMENDATION NO. 2
 

A. iSSION ACCEPTS T1E RECOMIENPATION 	AND HAS ASSIGNED 
ACTION TO PDO FOR FOLLOW-UP. TIME WILL BE NEEDED AS PDO 
DOESN'T ARRIVE UNTIL AUGUST 1993. 

B. MISSION kCCEPTS THE RECOMIENDATION BUT ACTION AWAITS
 

FDO ARRIVAL.
 

2. PLFASE7?EVI EW TH?- ABOVF COMMENTS AND ADVISE TFE 
MISSION ACCORPIN"LY. SPEAR'IAN 

FT
 
#2045
 

N N NN
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Appendix 2
 

REPORT DISTRIBUTION
 

A.I.D. Representative/Rwanda 
 5
 
AA/AFR 
 1 
AA/M 
 2
 
AA/XA 
 2
 
AFR/CON 1 
AFR/CCWA/ZRBC 1 
LEG 1
 
GC 
 1
 
XA/PR i
 
M/FM/ASD 
 2
 
M/AAA/SER 1 
M/SER/MO 1 
M/SE R/E0MS 1 
PPC/CDIS 
 3 
REDSO/ESA 
 1
 
RFMC/Nai robi 1 
IG 1 
DIG 1 
IG/PPO 2 
IG/ADM 12 
IG/LC 1 
IG/PSA 1 
AIG/l 1 
RIG/I/N a irobi 1 
RIG/A/Cairo 1 
RIG/A/Man: i Ia 1 
RIG/A/1) a l:ar 1 
RIG/A/Singapore 
 1
 
RIG/A/Tegucigalpa 
 1 
RIG/A/W ashington 1
 


