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  Angela Kissel, Acting Chief Compliance Officer 

 

From:  Kathy A. Buller, Inspector General   

 

Date:  June 8, 2017  

 

Subject: Final Report on the Audit of Peace Corps/Eastern Caribbean (IG-17-03-A) 

 

 

Transmitted for your information is our final report on the Audit of Peace Corps/Eastern 

Caribbean. 

  

Management concurred with all 14 recommendations. In its response, management described 

actions it is taking, or intends to take, to address the issues that prompted each of our 

recommendations. Management concurred with all 14 recommendations. In its response, 

management described actions it is taking, or intends to take, to address the issues that prompted 

each of our recommendations. We closed nine (numbers 3, 4, 5, 7 8 9, 10, 12 and 13) based on a 

review of corrective actions and supporting documentation. We will review and consider closing 

the remaining five recommendations when documentation reflected in the agency’s response to 

the preliminary report is received. 

 

Certifying compliance and verifying effectiveness are management’s responsibilities. However, 

when we feel it is warranted, we may conduct a follow-up review to confirm that action has been 

taken and to evaluate the impact. 

 

Our comments, which are in the report as Appendix E, address these matters. Please respond 

with documentation to close the remaining open recommendation within 90 days of receipt of 

this memorandum. 

 

You may address questions regarding follow-up or documentation to Assistant Inspector General 

for Audit Judy Leonhardt at 202.692.2914 or Auditor Ann Lawrence at 202.692.2936. 

 

Please accept our thanks for your cooperation and assistance in our review. 

 

cc: Christine Strater, Director of Management and Operations, Peace Corps/Eastern 

Caribbean 

Mary Kate Lowndes, Country Director, Peace Corps/Eastern Caribbean 

Kathy Stroker, Acting Deputy Director 

            Carl Sosebee, Acting Chief of Staff 

Paul Shea, Acting Chief Financial Officer 

Tony Marra, Acting General Counsel 
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EXECUTIVE SUMMARY 

BACKGROUND 

The Office of Inspector General (OIG) conducted an audit of Peace Corps/Eastern Caribbean 

(hereafter referred to as “the post”) from November 28 to December 16, 2016. We previously 

issued an audit report in December 2007 (IG-08-03-A). Over 3,915 Volunteers have served in 

Peace Corps/Eastern Caribbean since the program’s inception in 1961. 

Staff:  

U.S. direct hires: 3 

Foreign Service nationals: 4 

Full-time personal services contractors: 21 

Spending (approx.):  

Fiscal Year (FY) 2016 post spending: $2.5 million 

Average regional overhead: $375,619 

Map of Eastern Caribbean 

WHAT WE FOUND 

The post’s financial and administrative operations required improvement to comply with agency 

policies and applicable federal laws and regulations. Specifically, among other things, the post: 

 Did not have the appropriate security clearances for its staff.

 Operated its program on invalid lease options for six facilities.

 Did not comply with Peace Corps policies for imprest funds.

 Improperly secured its controlled substances.

 Did not issue bills of collections in a timely manner.

 Lacked adequate controls over sick leave claims, Volunteer allowances, and purchase

cards.

The prevalence of these significant conditions put Peace Corps/Eastern Caribbean at increased 

risk of fraud, waste, and abuse. 

RECOMMENDATIONS IN BRIEF 

Our report contains 14 recommendations directed to both the post and headquarters. At the post, 

our recommendations included strengthening controls over security certifications, leases, and 

imprest fund verifications; safeguarding controlled substances; and improving management of 

Volunteer allowances and purchase card transactions. 
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BACKGROUND 

OIG conducted the audit of the post from November 28 to December 16, 2016. We previously 

performed an audit from February 11 to March 2, 2007, and issued our report in December 2007 

(IG-08-03-A). 

More than 3,915 Volunteers have served in Peace Corps/Eastern Caribbean since the program’s 

inception in 1961. At the time of our audit, 64 Volunteers were working in the education sector. 

The post had 3 U.S. direct hires, 4 foreign service nationals, 21 full-time personal service 

contractors, and 1 vacant position. In FY 2016, the post’s budget was approximately $2.5 

million.1 

At the time of the audit, Peace Corps/Eastern Caribbean consisted of four island nations: Saint 

Lucia, Saint Vincent and the Grenadines, Dominica, and Grenada. Peace Corps/Eastern 

Caribbean previously included the nations of Antigua and Barbuda, and Saint Kitts and Nevis. 

Peace Corps operations in these two island nations were officially closed on January 1, 2013.  

The Peace Corps’ main administrative activities were centralized in Saint Lucia. Sub-offices in 

each of the Eastern Caribbean countries were managed by an associate Peace Corps director. The 

three sub-offices were each staffed with an administrative assistant and office attendant. 

Our overall objective in auditing overseas posts is to determine whether the financial and 

administrative operations were functioning effectively and in compliance with Peace Corps 

policies and federal regulations during the period under audit. Appendix A provides a full 

description of our audit objective, scope, and methodology.

1 The agency does not determine a total cost per post beyond directly attributable post expenses, as certain costs are 

centrally budgeted and managed by headquarters offices including the salaries and benefits of U.S. direct hires. The 

Peace Corps Office of Budget and Analysis provided the total cost of $32 million incurred by the Inter-America and 

the Pacific region in direct support of its 20 overseas posts in FY 2016, which is an average of $375,619 per post.  
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AUDIT RESULTS 

SECURITY CERTIFICATION 

The post did not have the required security certifications for its long-term staff. 

Our review of staff security certifications for long-term personal service contractors disclosed 

that there was no regional security officer (RSO) memorandum to clear 19 out of 25 long-term 

post staff. Personnel files showed that these staff lacked the recertification required every 5 years 

by Peace Corps policy. Peace Corps Manual section (MS) 743a, “Personal Services Contracts 

with Host Country Residents” Attachment H states that “the RSO must conduct an update 

investigation every 5 years and evaluate the results for the purpose of issuing or denying 

recertification.” MS 743 Procedures states that the country director must request re-certification 

of a personal services contractor every 5 years. 

We were told that while entering a newly hired medical officer into the personnel security 

system, the regional management specialist noticed that none of the other Peace Corps staff had 

been entered in the system. The regional management specialist entered all the staff, including 

Foreign Service nationals, which caused the system to alert the country director that a staff 

member was due for recertification. After receiving the alert, the country director realized that 

the recertification for all staff was deficient and contacted the RSO to initiate a proper updated 

investigation. We believe that the deficiency occurred due to a lack of oversight by post 

management. 

Backgound checks for staff are one of the major cornerstones to protecting Volunteers. The 

post’s failure to maintain proper staff background checks increased the risk to Volunteers’ safety. 

Prior to our departure from the post, the RSO was scheduling staff for recertification interviews 

in order to obtain proper recertification. The country director recently provided headquarters 

with completed proper certifications for 6 out of the 19 long-term post staff. 

We recommend: 

1. That the country director ensure security recertification are properly

maintained for the post’s long-term personal service contracts per Peace Corps

policy, including the foreign service nationals.

Peace Corps policy to implement the OdyWeb system is outdated. 

The Peace Corps does not require the use of OdyWeb2 for tracking background certifications, 

which allowed the post to avoid using an important alert system for expiring background checks. 

OdyWeb enables headquarters to review security certifications to ensure clearances are 

2 OdyWeb contains a security application that centralizes background certifications and expiration dates. It also 

provides eFile storage of all required documentation. 
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completed in accordance with policy. The system also sends automatic warnings to posts when a 

certification is about to expire. As noted above, the post was unaware of expiring background 

checks because it did not consistently use OdyWeb.  

 

Although MS 743, “Personal Services Contracts with Host Country Residents” outlines 

certification requirements, it predates OdyWeb and does not require posts to enter clearances into 

that system. MS 743 states that all contractual documents must be maintained in a physical file at 

the post. Additionally, OdyWeb is a readily available tracking tool that the post did not fully 

utilize. The personnel security assistant stated that posts are recommended—but not required—to 

use OdyWeb. However, OIG believes OdyWeb is an effective internal control tool and that 

requiring usage would help ensure that all posts are following security policy. 

 

We recommend: 

 

2. That the Office of Safety and Security update its formal policy to require 

host country nationals be entered into OdyWeb. 
 

 

LEASES 

 

The post operated under invalid leases. 

 

The post’s former contracting officer violated Federal statues and agency policy by improperly 

executing lease options for six lease contracts. MS 733 Section 4.0 states: 

 
It is the responsibility of the CO [contracting officer] to assure that … the monetary amount of the lease 

(base year plus all option periods) does not exceed the amount of the procurement authority required to 

award a contract, the value of a contract must include all potential option periods. 

 

Additionally, MS 733 Procedures Section 4.4 states that posts may exercise an option year, 

provided the option rental rate be set forth in the basic lease at the time of execution. 

 

The former director of management and operations (DMO) and former financial assistant signed 

lease contracts for six facilities3 without including the proper clauses to use the facilities for 

additional option years. When the contracts expired, the Peace Corps continued to occupy the 

properties for between one to four additional years without valid leases. The lease costs for the 

additional years totaled approximately $213,000 United States Dollar Equivalent (USDE). 

 

It is unclear why the former staff members signed leases without adequate option years. By not 

including the potential option years in the original contract, the post did not correctly obligate the 

value of the lease contract. The failure to include the option years in the original contract resulted 

in invalid lease agreements. 

 

                                                 
3 The leased facilities were the medical office, storage facility, main office, former director of programing and 

training residence, the Dominica office, and the former director of management and operations residence. 
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We recommend: 

 

3. That the country director and director of management and operations 

take corrective action to ensure that all lease agreements are issued in 

accordance with policy.  

 

4. That the country director and director of management and operations 

consult with the Office of the Chief Financial Officer/Aquisition and 

Contract Managment to obtain advice regarding the need for contract 

ratifications and act accordingly. 

 

 

IMPREST FUND 

 

The alternate cashier did not perform daily imprest fund reconciliations. 

 

During an unannounced cash count, we discovered that the alternate cashier had not performed 

the necessary cash count for six days during the absence of the principle cashier. Peace Corps 

policy states that the cashier is responsible for performing daily imprest reconciliation (MS 

760.7.2). The reconciliation process consists of counting the cash and reviewing the on-hand 

transactions and supporting documents that make up the cashier’s accountability. 

 

We found that the alternate cashier was not fully prepared to assume primary cashier 

responsibilities during the principle cashier’s absence. The alternate cashier attempted to perform 

a daily cash count but stopped after becoming worried by unsuccessful attempts to reconcile a 

$5,185 USDE difference on the cashier reconciliation statement (also known as the 365 report). 

However, after returning, the principle cashier was able to identify the cause of the disrepentacy: 

the alternate cashier had not reconciled vouchers processed by the principle cashier and approved 

by headquarters. After the principle cashier’s reconciliation, there remained an $11 USDE 

overage. Neither individual was able to trace the source of the overage because of the week-long 

time interval between the reconciliation problem and the principle cashier’s return.  

 

Peace Corps policy requires daily cash counts to account for all funds, per Overseas Financial 

Management Handbook (OFMH) 13.24.1. When those counts are not performed, detecting fraud 

or errors in a timely manner becomes more difficult. Therefore, it is critical that accounting 

controls be followed to prevent malfeasance and ensure accountability of the imprest funds. 

 

We recommend: 

 

5. That the country director and the director of management and operations 

ensure cashiers are performing daily cash counts. 
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The post did not perform monthly sub-cashier imprest verifications. 

 

An unannounced verification is a complete physical review of all cashier funds and supporting 

documents. According to Peace Corps policy, posts are required to verify sub-cashiers’ advances 

at least quarterly for funds under $1,000 USDE and monthly for $1,000 USDE and over (OFMH 

13 Exhibit C). This allows the post to detect and resolve cash discrepancies and ensure that the 

cashier’s funds and records are accurately maintained. 

 

The post had three sub-cashiers with at least $2,500 USDE each in authorized cash advances. 

The DMO also submitted ocasional requests for an increase to at least $4,100 USDE during 

workshops. The sub-cashiers are based in St. Vincent and the Grenadines, Dominica, and 

Grenada. The main office in Saint Lucia did not have a sub-cashier.  

 

Despite Pease Corps policy, the post did not perform monthly cash counts of sub-cashiers for 

advances exceeding $1,000 USDE, nor provide evidence of other cash verifications that 

complied with the policy. However, the post did perform cash counts during the country 

director’s occasional visits to the other island countries.  

 

Per the DMO, the post did not perform cash counts on a monthly basis because of the time and 

expense required to travel between islands every month. Although OFMH 13 Exhibit C provides 

for the post to designate a properly trained individual to perform the monthly cash count if the 

post cannot reach the sub-cashier, the post found it difficult to do so because of staffing 

challenges. 

 

The DMO had been in communication with headquarters in order to negotiate a solution to the 

difficulities the post faced in performing monthly sub-cashier verifications. As of our visit, the 

post had not implemented a workable solution. 

 

We recommend: 

 

6. That the country director and the director of management and operations 

ensure an appropriately trained designated individual perform cash 

verifications of the sub-cashiers in compliance with Peace Corps policy. 

 

 

The post did not perform random unannounced imprest verifications. 

 

According to OFMH section 13.24.2, “The monthly and quarterly verifications must be 

unannounced and performed at different times each month, e.g., they should not be done on the 

last day of every month.” We reviewed cash counts conducted between October 2014 and 

September 2016, and noted that the post regularly performed cash counts during the last two 

weeks of the month. We also noted the DMO did not perform the May 2016 monthly cash count.  

 

The DMO said that random cash counts are normally scheduled throughout the month but often 

do not occur until the end of the month because of other priorities arising within the month. The 

DMO also explained that the May 2016 monthly cash count did not occur because of an 
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unexpected event at the end of the month. After the post missed the May 2016 count, 

headquarters recommended it conduct the count as soon as possible.  

The post’s noncompliance with procedures for performing unannounced monthly cash counts 

increased the risk of misappropriated funds. For example, cashiers/sub-cashiers who can predict 

the timing of an unannounced cash count can potentially cover up irregularities, thus making it 

difficult for the country director and DMO to detect the irregularities.    

We recommend: 

7. That the country director and the director of management and operations

ensure that unannounced cash counts are performed each month and on a

random basis.

DISBURSEMENTS 

The post did not have adequate oversight over claims for sick leave benefits. 

The post did not process claims for benefit payments for 5 of 6 staff who were on extended sick 

leave. Post staff in the Eastern Caribbean are required to participate in the National Insurance 

Scheme (NIS). The salaries of enrolled employees are subject to a 4 percent deduction (5 percent 

in Saint Lucia), while employers must contribute an additional 5 percent to the NIS. If an 

employee is absent for more than 3 days, they are eligible to receive sickness benefits from the 

local government. Since the post pays full salary to its staff while on sick leave, staff must 

reimburse those NIS benefit payments to the post. 

In most of the island nations where the post operates, the local government reimburses the Peace 

Corps for these sickness benefits. However, in Saint Lucia, staff members are responsible for 

claiming the benefits. The claims are then paid to the order of the staff member’s name, who 

should then submit the check to the post’s cashier. 

The post did not have written policies and procedures for ensuring it received the sickness 

benefits from staff in Saint Lucia. The director of management and operations contends that the 

former financial assistant was not forthcoming about how to collect the funds, which hindered 

the post from developing procedures. As a result, approximately $970 USDE went uncollected 

from October 2014 to December 2016. The director of management and operations stated that 

the post will attempt to collect these funds despite exceeding the maximum date for submission. 

We recommend: 

8. That the director of management and operations ensure that sufficient

controls are in place for claiming sick leave benefits.
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MEDICAL SUPPLIES 

 

The post did not properly secure controlled substances. 

 

MS 734 requires controlled substances be kept in a securely locked, substantially constructed 

cabinet. The cabinet must be placed in a locked room (such as a medical supply closet) within a 

locked office building. 

 

The post did not properly secure the four types of controlled substances it had on hand. Although 

the post had a safe with a combination lock adequate to hold all controlled substances, the safe 

only contained one specially designated drug and none of the four controlled substances on the 

inventory sheet.  

 

At the time we conducted the inventory, the medical officer kept the usable controlled substances 

in a locked cabinet in the medical office and the expired controlled substances in a locked file 

cabinet in the administrative area. Neither cabinet fully complied with MS 734 storage 

requirements. According to the post, one of the substances was new and the medical assistant 

was not aware it was a controlled substance. However, the receiving report labeled the substance 

as controlled. Another drug had expired, so the medical assistant assumed it no longer required 

such robust security and thus locked it in a file cabinet for disposal. No clear explanation was 

provided for the improper storage of the other two drugs. 

 

Proper safeguarding and handling of controlled drugs help prevent pilferage and medication 

misuse. Therefore, it is imperative that the post secure controlled substances in properly 

approved storage containers accessible only to Peace Corps medical officers.  

 

We recommend: 

 

9. That the Peace Corps medical officer store controlled substances in 

accordance to policy. 

 

 

PURCHASE CARDS 

 

The purchase card files were missing receipts to support post purchases.  

 

MS 731.4.6 (d) requires purchase card holders maintain accurate, complete records of all 

purchase card transactions. The post did not fully comply with this policy because it lacked 

sufficient receipts for goods and services purchased. 

 

Our review of the government purchase card transaction files revealed that approximately 

$13,000 in purchases were not supported. The former financial assistant was responsible for 

approximately $10,000 of the unsupported purchases. Efforts by the administrative assistant to 

locate the $13,000 in receipts were unsuccessful, which suggests that the post lacks an organized 

filing system. This lack of an organized filing system was further highlighted during our voucher 
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review. We found that supporting documents were not always readily available for review, 

causing staff to spend many hours attempting to locate documentation. 

 

The post’s inability to find critical supporting documentation demonstrated the need for better 

management oversight of documentation and the creation of a reliable filing system. The absence 

of these receipts further illustrated compliance issues with MS 731.4.5.2, which requires 

purchase card holders retain purchase card files for a minimum period of 3 years.  

 

We recommend: 

 

10. That the post retain copies of purchase receipts for goods and services 

purchased with the government purchase card, for a minimum of three 

years as required by agency policy. 

 

 

VOLUNTEER ALLOWANCES 

 

The post did not have adequate controls to verify the accuracy of Volunteer allowances. 

 

The post did not consistently collect overpayments of living allowances paid to Volunteers who 

terminated their service early. Volunteers receive monthly living allowances while in their 

country of assignment. Living allowance payments consists of base, supplemental, and/or special 

living allowances. MS 221.5.8 states: 

 
The living allowance payments cover only the number of days the Volunteer served. . . . Where information 

is not known in advance, the overpayment must be collected from the Volunteer or deducted from the 

Volunteer’s Readjustment Allowance.  

 

Contrary to Peace Corps policy, the post did not collect the overpayment of living allowances for 

four Volunteers who terminated their Peace Corps service early. The administrative assistant was 

uncertain as to the whereabouts of the funds but believed that funds may be with the Volunteers 

since all but one bank account was closed. We believe this issue was caused by a lack of 

oversight by post management. Since there is no evidence the post collected funds from the 

Volunteer bank accounts or deducted the funds from their readjustment allowances, we are 

questioning approximately $2,970 USDE in overpayments.  

 

We recommend: 

 

11. That the director of management of operations make every attempt in 

accordance with policy to recover the overpaid allowances. 

 

12. That the director of management of operations ensure living allowance 

overpayments are collected prior to the Volunteer departing post or 

deduct the funds from the Volunteer’s readjustment allowance. 
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BILLS OF COLLECTIONS 

 

The billing officer did not always issue or create bills of collection in a timely manner.  

 

Peace Corps policy specifies that bills of collection (BOCs) should be entered as soon as it is 

known that the Peace Corps will be receiving funds, even if the amount expected is unknown 

(OFMH 7.2.1).  

 

Contrary to policy, the post delayed creating BOCs for sickness benefits and value added taxes. 

The billing officer explained that issuing BOCs prior to determining the final amount would lead 

to numerous voids due to the unpredictability of the local government entities. Therefore, the 

billing officer elected not to create BOCs for sickness benefits and value added taxes, which are 

processed through the local government. Instead, the billing officer waited until the checks came 

in and then created the BOCs. 

 

Creating BOCs in a timely manner is necessary even when inconvenient, because it is an internal 

control procedure that safeguards assets, maintains accurate records, and establishes a system of 

checks and balances. Without a BOC, money that the post receives could be easily diverted 

because there is no record of the debt.  

 

We recommend: 

 

13. That the director of management and operations ensure compliance with 

policy to issue bills of collection as soon as the amount is due to the Peace 

Corps, even if the exact amount is unknown. 

 

 

PROPERTY MANAGEMENT 

 

The post did not have proper separation of duties over property management. 

 

The receptionist was both the record keeper and the person responsible for conducting 

inventories. The Government Accountability Office’s “Standards for Internal Control in the 

Federal Government” (GAO-14-704G) states, “Segregation of duties helps prevent fraud, waste, 

and abuse in the internal control system.” It further recommends that “management considers 

segregation of duties in designing control activity responsibilities so that incompatible duties are 

segregated and, where such segregation is not practical, designs alternative control activities to 

address the risk.”  

 

Prior to our site visit, the receptionist conducted an annual inventory and entered data into the 

inventory system. According to the DMO, the post did not have adequate staff to assign different 

individuals to both roles. The post was in the process of hiring a general services manager to 

assume one of the duties. In the meantime, it lacked sufficient personnel to perform all the 

different roles required for proper internal control. 
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Adequate and properly implemented internal controls are essential for effective accountability 

and oversight over Peace Corps assets. Control procedures such as segregating responsibilities 

and reconciling inventories with the property inventory database are important steps in protecting 

agency property from waste, fraud, and abuse. The post recognized its deficiencies and appeared 

to be taking steps to address the problem. 

 

We recommend: 

 

14. That the director of management and operations appoint an individual to 

maintain the inventory database or a separate individual to conduct 

annual inventory. 

 

 

OTHER AREAS OF CONCERN 
 

DISBURSEMENTS 

 

The post should consider obtaining blanket purchase agreements for frequently used vendors. 

 

The Federal Acquisition Regulation (FAR) 13.303-1(a) defines a blanket purchase agreement 

(BPA) as “a simplified method of filling anticipated repetitive needs for supplies or services by 

establishing ‘charge accounts’ with qualified sources of supply.” The Peace Corps Contracting 

Handbook provides guidance for overseas BPA instruction letters, checklists, templates, order 

forms, as well as other useful resources for legal services and samples of BPAs. 

 

We reviewed the post’s disbursements and noted that it frequently used one commercial vendor 

for shipping services, since there was not an embassy on the island that could handle shipping for 

the post. Obtaining a BPA for frequently used vendors would allow the post to operate more 

efficiently by reducing costs, paperwork, and the time required to write numerous purchase 

orders. 

 

We did not issue a recommendation for the post to obtain a BPA because the use of this tool is 

optional. However, we believe using a BPA would improve the post’s efficiency when 

purchasing frequently used supplies and services.  

 

The post did not accurately record descriptions of transactions into FORPost. 

 

The post did not always adequately describe the payments it made. In several cases, we noted 

payments made to the main office lease identified as payments made to the storage lease and vice 

versa. The use of accurate payment descriptions helps ensure proper lease management. 

 

We believe it is good business practice to be consistent and descriptive when identifying items in 

FORPost. An accurate description makes it obvious to determine specific nature of expenditures. 

We did not issue a recommendation because the current director of management and operations 



PEACE CORPS OFFICE OF INSPECTOR GENERAL 

Final Audit Report: Peace Corps/Eastern Caribbean • IG-17-03-A  11 
 

is aware of the situation and directed staff on the importance of accurate descriptions in 

FORPost. 

 

QUESTIONED COSTS AND 

FUNDS TO BE PUT TO BETTER USE 

 

We identified questioned costs and funds to be put to better use during the course of the audit. 

 

Questioned Costs 

 

Recommendation 

number 
Description Amount 

3 & 4 Improper lease agreements $213,000 

10 Lack of purchase receipts for goods and services  $13,000 

11 & 12 
Uncollected overpayment of allowances for departed 

Volunteers. 
$2,970 

 

 

Funds Put to Better Use 

 

Recommendation 

number 
Description Amount 

8 
Inadequate oversight over claims for sick leave 

benefits. 
$970 

 

 

The Inspector General Act of 1978, as amended, defines funds to be put to better use and 

questioned costs as follows:  

 

 “Funds to be put to better use” are funds that could be used more efficiently if 

management took actions to implement and complete the recommendation.  

 

 “Questioned costs” are costs that are questioned because of an alleged violation of 

a provision of a law, regulation, contract, grant, cooperative agreement or 

document governing expenditure of funds; a finding that, at the time of the audit, 

such cost is not supported by adequate documentation; or a finding that the 

expenditure of funds for the intended purpose is unnecessary or unreasonable.  
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LIST OF RECOMMENDATIONS 

 

We recommend: 

 

1. That the country director ensure security recertification are properly maintained for 

the post’s long-term personal service contracts per Peace Corps policy, including the 

foreign service nationals. 

 

2. That the Office of Safety and Security update its formal policy to require host country 

nationals be entered into OdyWeb. 

3. That the country director and director of management and operations take corrective 

action to ensure that all lease agreements are issued in accordance with policy. 

4. That the country director and director of management and operations consult with the 

Office of the Chief Financial Officer/Aquisition and Contract Management to obtain 

advice regarding the need for contract ratifications and act accordingly. 

 

5. That the country director and the director of management and operations ensure 

cashiers are performing daily cash counts. 

6. That the country director and the director of management and operations ensure an 

appropriately trained designated individual perform cash verifications of the sub-

cashiers in compliance with Peace Corps policy. 

7. That the country director and the director of management and operations ensure that 

unannounced cash counts are performed each month and on a random basis. 

 

8. That the director of management and operations ensure that sufficient controls are in 

place for claiming sick leave benefits. 

9. That the Peace Corps medical officer store controlled substances in accordance to 

policy. 

 

10. That the post retain copies of purchase receipts for goods and services purchased with 

the government purchase card, for a minimum of three years required by agency 

policy. 

11. That the director of management of operations make every attempt in accordance 

with policy to recover the overpaid allowances. 

12. That the director of management of operations ensure living allowance overpayments 

are collected prior to the Volunteer departing post or deduct the funds from the 

Volunteer’s readjustment allowance. 
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13. That the director of management and operations ensure compliance with policy to 

issue bills of collection as soon as the amount is due to the Peace Corps, even if the 

exact amount is unknown. 

14. That the director of management and operations appoint an individual to maintain the 

inventory database or a separate individual to conduct annual inventory. 



PEACE CORPS OFFICE OF INSPECTOR GENERAL 

Final Audit Report: Peace Corps/Eastern Caribbean • IG-17-03-A  14 
 

APPENDIX A: OBJECTIVE, SCOPE, AND METHODOLOGY  

 

Our objective in auditing overseas posts is to determine whether the financial and administrative 

operations are functioning effectively and comply with Peace Corps policies and federal 

regulations. Our audit conclusions are based on information from three sources: (1) document 

and data analysis, (2) interviews, and (3) direct observation. We conducted this performance 

audit in accordance with generally accepted government auditing standards. Those standards 

require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide a 

reasonable basis for our findings and conclusions based on our audit objectives. We believe that 

the evidence obtained provides a reasonable basis for our findings and conclusions based on our 

audit objectives. 

 

The audit covered fiscal years 2012, 2013, 2014, 2015, and 2016. While at the post, we 

interviewed key staff including the country director, the director of management and operations, 

staff responsible for administrative support, and the lead Peace Corps medical officer.  

We communicated issues and areas of improvement to senior staff at post and Peace Corps 

management at headquarters and included significant issues noted during our audit in this report. 

We primarily reviewed the following processes and associated controls:  
 

 BOCs 

 Contracts and Leases  

 Cash and Non-cash Payments  

 Imprest Fund  

 Credit Card Transactions  

 Information Technology General Controls  

 Medical Supplies  

 Personal Property and Vehicles  

 Personal Services Contracts  

 Volunteer Payments  

 

Although we could not independently verify the reliability of all this information, we compared 

it with other available supporting documents to determine data consistency and reasonableness. 

We relied on the results of the annual Federal Information Security Management Act review, 

which did not identify deficiencies with data reliability that would impact our audit. Based on 

these efforts, we believe the information we obtained is sufficiently reliable for this report. 

 

Our audit criteria were derived from the following sources: the Financial Accounting Standards 

Advisory Board’s Statement on Federal Accounting Standards, the Peace Corps Manual, the 

Overseas Financial Management Handbook, the Peace Corps Overseas Contracting Handbook, the 

Peace Corps Personal Property Management Handbook, and other Peace Corps policies and 

initiatives. Throughout the audit, auditors were aware of the possibility or existence of fraud, waste, 

or misuse significant to the audit objectives and conducted procedures designed to obtain reasonable 

assurance of detecting any such fraud as deemed appropriate. 
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APPENDIX B: LIST OF ACRONYMS 

 

 

BOC Bill of Collection 

CO Contracting Officer 

DMO Director of Management and Operations 

FAR Federal Acquisiton Regulation 

MS Manual Section 

NIS National Insurance Scheme  

OFMH Overseas Financial Management Handbook 

OIG Office of Inspector General 

USDE United States Dollar Equivalent 

 

APPENDIX C: CRITERIA USED TO SUPPORT ISSUES IN THE 

REPORT 

 

FEDERAL REQUIREMENTS  

 

STANDARDS FOR INTERNAL CONTROL IN THE FEDERAL GOVERNMENT 

The Government Accountability Office (GAO)’s Standards for Internal Control in the Federal 

Government (GAO-14-704G) 

 
10.13 Segregation of duties helps prevent fraud, waste, and abuse in the internal control system. 

Management considers the need to separate control activities related to authority, custody, and accounting 

of operations to achieve adequate segregation of duties. In particular, segregation of duties can address the 

risk of management override. Management override circumvents existing control activities and increases 

fraud risk. Management addresses this risk through segregation of duties, but cannot absolutely prevent it 

because of the risk of collusion, where two or more employees act together to commit fraud. 

 

Federal Acquisition Regulation (FAR) 

 
1.108 FAR conventions. 

The following conventions provide guidance for interpreting the FAR: 

(c) Dollar thresholds. Unless otherwise specified, a specific dollar threshold for the purpose of applicability 

is the final anticipated dollar value of the action, including the dollar value of all options. If the action 

establishes a maximum quantity of supplies or services to be acquired or establishes a ceiling price or 

establishes the final price to be based on future events, the final anticipated dollar value must be the highest 

final priced alternative to the Government, including the dollar value of all options 

 

13.303-1 General. 

(a) A blanket purchase agreement (BPA) is a simplified method of filing anticipated repetitive needs for 

supplies or services by establishing “charge accounts” with qualified sources of supply. 
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PEACE CORPS REQUIREMENTS  

 

OVERSEAS FINANCIAL MANAGEMENT HANDBOOK 

OFMH 7.2 The Billing Process 

Billing Officers prepare Bills of Collection (BOCs) when a reimbursement or other payment is due to 

Peace Corps. Common reasons include reimbursement to Peace Corps for a debt, reimbursement for 

personal phone calls or personal use of vehicles, host country contributions . . ., or proceeds of sales…. 

 

OFMH 13.24 Verification Requirements 

24.1 Responsibility of Verification and Required Frequency 

It is critical that imprest funds be monitored carefully, to assure that all funds are accounted for.  Therefore, 

frequent verifications are required, . . . 

24.2 Reporting Procedures 

The monthly and quarterly verifications must be unannounced and performed at different times each 

month, e.g., they should not be done on the last day of every month. 

Exhibit C.10 Verification of Subcashier Funds 

The Cashier Supervisor must ensure that unannounced verifications of the subcashier funds are conducted.  

Subcashier advances under $1,000 USDE must be verified at least quarterly.  Subcashier advances of 

$1,000 or more must be verified monthly.  The Cashier Supervisor may conduct the verifications or may 

designate another individual (or individuals) to do the verifications, via a designation memo.  The memo 

should be included in the sucashier folder, maintained in the Principal Cashier’s office. The designated 

person will review the Subcashier Ledger, paperwork, and cash using the template from the Cashier Users 

Guide (CUG), issued by the Department of State, “Unannounced Subcashier Verification Checklist and 

Supervisor Certification”. 

 

OFMH 32.4 Obligations 

32.4.2 Financial Recordation in FOR Post 

Posts must record obligations in FOR Post only when supported by doucmentaiton.  It is important to note 

that obligations (except in very limited circumstances noted below) are not to be recorded in FOR Post until 

such time as a liability (obligation) has been incurred or accepted by an authorized individual. The entry in 

FOR Post must match the amount, name and fiscal coding that is displayed on the obligation document. 

PEACE CORPS MANUAL 

MS 221 Volunteer Allowances 

5.8 Payments for close-of-service Volunteers must be adjusted before the final payment is authorized to 

ensure that the living allowance payments cover only the number of days the Volunteer served.  In those 

cases where the termination date of an early termination is known in advance calculation of the final living 

allowance payment must also be adjusted to cover through the last day of service.  Where information is 

unknown in advance, the overpayment must be collected from the Volunteer or deducted from the 

Volunteers’s Readjustment Allowance. 

5.9 Overpayments at End of Service 

Collections that cannot be made from the Volunteer at post or from the Readjustment Allowance will be 

pursued using the claims procedures set out in MS 777, Billing and Collection Procedures, Debts, and 

Claims. 



PEACE CORPS OFFICE OF INSPECTOR GENERAL 

Final Audit Report: Peace Corps/Eastern Caribbean • IG-17-03-A  17 
 

MS 511 Personal Property Management 

3.0 Policy 

It is the policy of the Peace Corps to actively manage and control its personal property by establishing 

standards, delegating responsibility and instituting accountability systems in order to maximize the value of 

the personal property to the Peace Corps. 

MS 731 Peace Corps Purchase Card Program 

4.5.2 Review of Cardholder Monthly Statement and Purchase Card Log 

Approving Officials are responsible for reviewing and approving Cardholder monthly statements of 

account and all related supporting documents such as funding documentation, Purchase Card logs, sales 

receipts, dispute forms, receiving reports, etc. Cardholder files must be retained by the individual 

Cardholder for a minimum period of 3 years.  
 

4.6 Cardholder 

Specific responsibilities of the Cardholder include, but are not limited to, the following: 

 * * * * 

(d) Maintains accurate and complete records of all Purchase Card transactions to include a Purchase Card 

log; …. 

 

MS 733 Leases 

 
4.0 Roles and Responsibilities  

A lease can only be negotiated and executed by a CO who has received the written authority from the Chief 

Acquisition Officer (CAO) to enter into, administer, and terminate contracts and make related 

determinations and findings. The CO is responsible for ensuring performance of all necessary actions in the 

contracting process and safeguarding the interests of the Peace Corps in its contractual relationship. It is the 

responsibility of the CO to assure that:  

(a) The monetary amount of the lease (base year plus all option periods) does not exceed the amount of 

procurement authority that has been delegated to the CO. In calculating the procurement authority required 

to award a contract, the value of a contract must include all potential option periods.  

(b) Funds for the contract are available prior to award and are properly obligated via a contract to preclude 

violation of the Anti-Deficiency Act, 31 U.S.C. 1341.  

 
5.0 Contract Term  

Leases may be awarded for up to, but not to exceed five years, subject to the availability of funds for 

obligation at the time of contract execution.  

MS 734 Medical Supplies and Equipment 

8.6 Storage of Controlled Substances and Other medical Supplies at Post 

Country Directors must provide secure storage for all medical supplies that are specially designated or 

controlled substances.  Secure storage must provide effective controls and safeguards against theft and 

diversion.  Controlled substances must be kept in a securely-locked substantially constructed cabinet. The 

cabinet must be placed in a locked room (such as a medical supply closet) within a locked office building. 

MS 743 Procedures Personal Services Contracts with Host Country Residents Procedures 

8.2 Security Certification for PSCs 

The CD must request re-certification of a continuously employed PSC every five years in accordance with 

12 FAM 420. Documentation of the security certification will be filed in the individual PSCs contract file 

at post. 

MS 743a, Personal Services Contracts with Host Country Residents, Attachment H 
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Update Investigation:  The RSO must conduct an update investigation every 5 years and evaluate the 

results for the purpose of issuing or denying recertification. 

MS 760 Overseas Imprest Management 

7.2 Cashier 

The cashier is personally responsible for the safeguarding, control, disbursement, and accountability of 

imprest funds. 

Specific responsibilities include: 

(a) Disbursing funds consistent with federal and agency requirements; 

(b) Ensuring that all payments are properly documented; 

(c) Performing daily imprest reconciliation; and 

(d) Monitoring the level and adequacy of the fund. 
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APPENDIX D: AGENCY RESPONSE TO THE PRELIMINARY 

REPORT 
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APPENDIX E: OIG COMMENTS 
 

Management concurred with all 14 recommendations. In its response, management described 

actions it is taking, or intends to take, to address the issues that prompted each of our 

recommendations. We closed nine (numbers 3, 4, 5, 7 8 9, 10, 12 and 13) based on a review of 

corrective actions and supporting documentation. The remaining five will remain open pending 

confirmation from the chief compliance officer that the documentation identified in 

management’s response has been received. 

 

Certifying compliance and verifying effectiveness are management’s responsibilities. However, 

when we feel it is warranted, we may conduct a follow-up review to confirm that action has been 

taken and to evaluate the impact. 
 

 

APPENDIX D: AUDIT COMPLETION AND OIG CONTACT 

 

AUDIT COMPLETION 
 

 

 

 

 

 

This audit was conducted under the direction of Assistant 

Inspector General for Audit Judy Leonhardt by Auditor Ann 

Lawrence.  

 

OIG CONTACT 
 

If you wish to comment on the quality or usefulness of this 

report to help us strengthen our product, please contact 

Assistant Inspector General for Audit Judy Leonhardt at 

jleonhardt@peacecorpsoig.gov or 202.692.2914. 

 

 

mailto:jleonhardt@peacecorpsoig.gov


 

 

Help Promote the Integrity, Efficiency, and 

Effectiveness of the Peace Corps 
 

 

Anyone knowing of wasteful practices, abuse, mismanagement, 

fraud, or unlawful activity involving Peace Corps programs or 

personnel should call or write the Office of Inspector General. 

Reports or complaints can also be made anonymously. 
 

 

 

 

 

Contact OIG 
  

 

Reporting Hotline: 
 

U.S./International:   202.692.2915 

Toll-Free (U.S. only): 800.233.5874 

 

Email:    OIG@peacecorps.gov 

Online Reporting Tool:  peacecorps.gov/OIG/ContactOIG 

 

Mail:    Peace Corps Office of Inspector General 

P.O. Box 57129 

Washington, D.C. 20037-7129 

 

 

For General Information: 
 

Main Office:  202.692.2900 

Website:   peacecorps.gov/OIG 

          Twitter:    twitter.com/PCOIG 
 

 

http://www.peacecorps.gov/OIG/ContactOIG
http://peacecorps.gov/OIG
https://twitter.com/PCOIG



