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This memorandum transmits our final report on the subject audit. In finalizing the report, we
considered your comments on the draft audit report and included the comments in their entirety
in appendix Il.

The audit report contains four recommendations to assist the mission in improving various
aspects of the project. On the basis of information provided by the mission in response to the
draft report, we determined that a management decision has been reached on
recommendations 1, 2, 3, and 4. A determination of final action on the four recommendations
will be made by the Audit Performance and Compliance Division upon completion of the
planned corrective actions.

I want to thank you and your staff for the cooperation and courtesy extended to us during the
audit.
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SUMMARY OF RESULTS

The USAID/Afghanistan’s Building Education Support Systems for Teachers Project has
two main goals to help improve the quality of education in Afghanistan:

. To improve teaching by training Afghan teachers.

. To institutionalize structures and systems in the Afghan Ministry of Education that
support high-quality teaching.

Under the project, a group of teachers already working for the Ministry of Education was
chosen as instructors to train approximately 54,000 teachers in 11 Afghan provinces.
The project also assisted the Ministry of Education with its 5-year strategic plan and
developed a training curriculum to train ministry officials in management skills. For the
period January 27, 2006, to January 26, 2011, the project is being implemented through
a $94 million, 5-year contract with Creative Associates International, Inc. As of
September 30, 2009, $56 million had been obligated and $48 million had been spent for
program activities. (See pages 4 and 5.)

Our audit concluded that the project is making progress but has not achieved its two
main goals. Creative Associates stated that they hope to complete all required project
efforts by the end of the contract. Our audit found that 50,600 of the target of 54,000
teachers in 11 Afghan provinces had received in-service training for teachers already
working for the Ministry of Education. Also, most of the 444 candidates that were part of
the project’s plan to develop capacity at the Ministry of Education had been recruited
and selected. Some tasks had not been completed, however, such as an accelerated
learning program for teachers and database training for human resources staff. (See
pages 5 and 6.)

Some areas needed improvement. For example, the August 2007 memorandum of
agreement between the mission, Creative Associates, and the Ministry of Education had
not been reviewed annually and had not been revised. Because of significant changes that
the mission had planned for the remaining period of the project, the memorandum of
agreement was outdated. (See page 7.)

In addition, high-value modifications to subcontracts awarded by Creative Associates
had not received the required approval of the mission’s contracting officer. The
subcontract modifications pertained to such significant issues as (1) the terms of
subcontractor performance, (2) changes in the duration of subcontracts, (3) significant
increases in subcontract funding, and (4) one subcontract termination. The mission
should have had a chance to review and approve these issues. In the case of the
terminated subcontract, the mission was not given information on how subcontractor
tasks would be completed. Moreover, the mission could be liable for contract
termination costs. (See page 8.)

Furthermore, Creative Associates and a subcontractor were not complying with USAID
branding and marking requirements for the project. When we visited the main office of
Creative Associates in Kabul and the regional office of a subcontractor in Balkh
Province, we found no prominent display of the USAID identity or logo or any other



evidence to visibly acknowledge USAID as the sponsor of the project work. In fact, even
some teachers who had received training under the project did not know that USAID was
funding the project. (See page 11.)

The audit made four recommendations that were deemed necessary to help the mission
properly oversee implementation and evaluation of the project. The recommendations
concern:

o Negotiation of a new memorandum of agreement with the Afghan Ministry of
Education that would formalize the working relationship between the mission,
Creative Associates, and the Ministry of Education. (See page 8.)

o Submission to USAID/Afghanistan by Creative Associates of pertinent information
related to all project subcontract modifications for which the mission had not been
notified. (See page 10.)

e Performance of a closeout audit of the terminated subcontract to determine whether
termination costs are reasonable. (See page 10.)

o Compliance by Creative Associates and its subcontractors with USAID branding and
marking requirements or a request for a waiver of the requirements. (See page 12.)

On the basis of an evaluation of the mission’s response to the draft report, the Office of
Inspector General determined that a management decision has been reached on
recommendations 1, 2, 3, and 4 (see page 13). The mission’s written comments on the
draft report are included in their entirety as appendix Il to this report (see pages 17 to 19).



BACKGROUND

Afghanistan has one of the highest illiteracy rates in the world. More than 11 million
Afghans over the age of 15 cannot read or write. In rural areas, where three-fourths of
all Afghans live, 90 percent of the women and over 60 percent of the men are illiterate.
Under the Taliban, girls were not allowed to go to school, fewer than 900,000 boys were
enrolled, and many received religious education in lieu of academics. The implications of
this lack of education can be felt in all domains of life. Afghans have little access to
information about good health practices, and most of the country’s judges and civil
servants do not have more than a high school degree. Today more than 5.7 million
students attend school. However, the Afghan Government is striving to improve
education for its people, and the Ministry of Education is working with USAID and other
donors to implement a 5-year National Education Strategic Plan (2006—2010).

USAID’s educational strategy in Afghanistan was designed in 2002 to meet the urgent
need for textbooks, schools, new curriculums, and trained teachers. USAID funded an
accelerated learning program to provide a chance for students denied an education to
catch up and complete the sixth grade. The educational strategy was expanded in 2004
to develop the capacity of the Afghan Government to improve the quality of education
while increasing access to opportunities in basic education, higher education, and
informal training in literacy, productive skills, and youth leadership.

USAID/Afghanistan designed the Building Education Support Systems for Teachers
Project to be implemented in 11 Afghan provinces (shown in the map below).

® AWEC
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; " ADA
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Project subcontractors operate in 11 Afghan provinces:
AWEC—Afghan Women'’s Education Center

SC-USA—Save the Children Federation, Inc.

ADA—Afghan Development Association

DHSA—Development and Humanitarian Services for Afghanistan
CoAR—Coordination of Afghanistan Relief

CHA—Coordination of Humanitarian Assistance.

(Map source: Creative Associates International, Inc.)



To implement the project, the mission awarded a $73 million contract to Creative
Associates International, Inc. The project works directly with the Ministry of Education to
improve the quality of education. The project's two main goals are to raise the
educational quality of all teachers by (1) improving teaching through teacher training,
and (2) institutionalizing structures and systems in the Ministry of Education that support
high-quality teaching. The project emphasizes developing curriculums and support
programs for teachers that promise not only to improve learning outcomes for Afghan
children but also to provide the basis for evaluating teaching and learning.

The contract with Creative Associates had an effective date of January 27, 2006, and an
end date of January 26, 2011. Three substantive changes were made to the mission’s
contract with Creative Associates.

1. A modification issued on May 7, 2007, reduced the contract’s estimated ceiling
price by $25 million and made the new ceiling price for the contract $48 million.
The modification also deleted component Ill, which had been designed to ensure
the annual printing and distribution of textbooks. This change left only
components | and Il remaining in the contract.

2. A revision of the contract’s statement of work in February 2008 shifted the
primary focus of the contract to component | to emphasize improved teacher
training in the 11 provinces covered by the project.

3. Subsequent to audit fieldwork, on August 4, 2009, a modification increased the
contract’s ceiling price to $94 million.

As of September 30, 2009, $56 million had been obligated and $48 million had been
spent for project activities.

Audit Objective

The Regional Inspector General/Manila conducted this audit as part of its fiscal year
2009 annual audit plan to answer the following question:

o Is USAID/Afghanistan’s Building Education Support Systems for Teachers (BESST)
Project achieving its main goals?

Appendix | contains a discussion of the audit’'s scope and methodology.



AUDIT FINDINGS

The USAID/Afghanistan Building Education Support Systems for Teachers Project,
which is being carried out in 11 Afghanistan provinces, is making progress in helping to
improve the quality of education but has not achieved its two main goals: improving
teaching through teacher training and institutionalizing Ministry of Education structures
and systems that support high-quality teaching.

Consistent with the audit findings, officials at the mission’s contractor, Creative
Associates International, Inc., stated that they have been meeting the project goals and
have achieved some, but not all, of the planned tasks and activities for the project. The
two main goals for the project were:

e Component |—Improving the quality of teaching, particularly the effectiveness of
teachers already on the job. Creative Associates planned to train a group of
teachers who in turn would train approximately 54,000 teachers in 11 provinces who
were already working for the Ministry of Education.

o Component ll—Institutionalizing structures and systems in the Ministry of Education
that support high-quality teaching. Creative Associates planned to help recruit and
select 444 candidates who would assist with capacity development at the Ministry of
Education and to develop manuals on human resource and personnel policy.

The audit found that under component | much of the training had been completed. For
example, 50,600 of the target of 54,000 teachers in the 11 provinces had received in-
service training for teachers already working for the Ministry of Education. Although the
project has not attempted to measure the extent to which teaching has actually been
improved, teachers we spoke with expressed satisfaction with the training they had
received. And under component Il, much of the technical assistance to the Ministry of
Education had been completed. Creative Associates had assisted in recruiting and
selecting most of the 444 candidates who were expected to help the Ministry of
Education develop its capacity to improve the quality of teaching.

In addition, the audit found that, as part of component |, district teacher training teams
had been established to help conduct training in all 11 provinces. This approach used a
cascading process of training existing teachers as instructors who in turn would train
other teachers. The project teamed with subcontractors to select and hire 181 team
leaders, 1,361 team members, and 8 provincial project monitoring officers, all by
December 2007. Moreover, as part of component I, the project developed (1) an action
plan for the Ministry of Education's 5-year strategic plan, (2) a human resources policy
manual, (3) a training curriculum for management skills, and (4) an action plan for the
integration of the Human Resources Department and the Reform Implementation and
Management Unit at the Ministry of Education.

As part of our audit of the project, we visited the Balkh Province in Afghanistan to learn
more about the teacher and school management training that had taken place there. In
Balkh Province, we were told that teacher training had taken place in centralized
clusters, taking into account how to serve as many people as possible within a given
area. We performed about a dozen interviews in Balkh Province, including meeting with



officials of the Afghan Women’s Education Center, a Creative Associates subcontractor
in the province, and with trainers, teachers, school officials, and Ministry of Education
district officials who had been trained or were otherwise familiar with the project. Similar
to the results found in a USAID-contracted midterm evaluation, the audit found that all
training participants—teachers and school officials alike—were very satisfied with the
project training.

However, notwithstanding these accomplishments, the audit found that, almost 4 years
into the 5-year project, some significant tasks and activities included in the project’s
contract and work plan had not been completed. For example, the project had not
completed the curriculum development and related in-service teacher training or the
accelerated program for teachers who did not meet Ministry of Education teaching
qualifications for their specific subject/grade level, as planned under component I. The
project also did not complete some activities planned under component Il—for example,
technical assistance intended for the Ministry of Education’s Human Resources
Department, such as development of a curriculum and staff training on a human
resource database; creation of a training manual for the payroll database for budget
staff; and preparation of at least one workshop on pedagogical methods for faculty at
each provincial teacher training college. The contractor hoped to complete these efforts
by the contract’s end.

The audit identified several issues that the mission needs to address, however, to
improve the results of the program. For example, the audit determined that:

e The memorandum of agreement between the mission, the contractor, and the
Ministry of Education was outdated and needed to be revised.

¢ High-value subcontract modifications had not been approved by the mission and
needed to be reviewed for acceptability.

e USAID branding and marking requirements were not being followed, and the
contractor needed to comply with the requirements or request a waiver.

These issues are discussed in more detail in the following sections.



New Memorandum of
Agreement Is Needed

Summary. The August 2007 memorandum of agreement between USAID/Afghanistan,
Creative Associates International, Inc., and the Ministry of Education for the Building
Education Support Systems for Teachers Project required that the agreement be jointly
reviewed annually and revised as necessary. During the audit, we determined that the
agreement had not been reviewed annually or revised when needed. A new or revised
agreement could not be produced because the contracting officer's technical
representative did not have sufficient time to evaluate the needs of the project. As a
result, the memorandum of agreement was outdated, and the partners had no
consensus on how the program funds would be spent, what tasks and activities would be
acceptable to the Ministry of Education, and no decisions on how to implement remaining
project activities.

According to the August 2007 memorandum of agreement between USAID/Afghanistan,
Creative Associates International, Inc., and the Ministry of Education for the Building
Education Support Systems for Teachers Project, the memorandum of agreement was
supposed to be jointly reviewed annually. The joint review would give the parties to the
agreement a clear understanding of one another’s roles and responsibilities and promote a
consensus on changes that could be necessary for the project.

However, the audit found that the memorandum of agreement had not been reviewed
annually or revised when needed and that a new or revised agreement was needed
between the mission, Creative Associates, and the Ministry of Education. As explained
below, the memorandum of agreement is now outdated because of significant changes the
mission has planned for the remaining period of the project.

The mission was trying to prepare a statement of work for the continued funding of the
project but had not established a new, formalized memorandum of agreement with the
Ministry of Education. The mission was relying on verbal statements from various Ministry
of Education staff and had not sought to update the memorandum of agreement.
Moreover, a May 2009 draft memorandum from the mission’s project director to the acting
mission director sought to increase the contract ceiling price by $46 million and modify the
scope of work. The draft memorandum further proposed activities in the remaining period
of the current contract, such as accelerated learning courses, in-service training for
teachers that would focus on subject-specific pedagogy, activities for school managers to
support teachers in their schools, and delivery of radio-based long-distance education.
These activities are not reflected in the current memorandum of agreement. In addition, the
contracting officer’'s technical representative stated that because of uncertainty over the
Ministry of Education’s expectations and needs, the current-year work plan had not been
finalized and thus not approved.

A new or revised memorandum of agreement could not be arranged because the technical
representative did not have sufficient time to evaluate the needs of the project. USAID
auditors were told by the current technical representative that, at best, she and the
alternate technical representative spend only about 20 percent (1 day per week) of their
time on the project and do not have enough time to fully address all related issues. The
technical representative stated that she needs at least 3 days a week for the project rather
than the 1 day she now has to spend. However, the technical representative said that



plans were underway to shift her responsibilities for the project to a Foreign Service
national, and she could then oversee several education programs. The project would
benefit from this plan to give project personnel more time to review the project’s needs.

Because the current memorandum of agreement with the Ministry of Education is outdated,
the mission has had minimal assurance of consensus on what tasks and activities will be
acceptable to the Ministry of Education and the appropriateness of instructions it provides
to Creative Associates under the next phase of the project. Therefore, this audit makes the
following recommendation:

Recommendation 1. We recommend that USAID/Afghanistan negotiate a new
memorandum of agreement with the Afghan Ministry of Education to formalize a
working relationship between the mission, Creative Associates International, Inc.,
and the Ministry of Education to be used for accomplishing tasks and activities
for the remaining period of the Building Education Support Systems for Teachers
Project.

High-Value Subcontract
Modifications Were Not
Approved by the Mission

Summary.  The contract between the mission and Creative Associates
International, Inc., and subsequent instructions from the mission contracting officer,
require that Creative Associates obtain the contracting officer's written approval
with consent of the technical representative, prior to the award of subcontracts, and
subsequent modifications. Creative Associates did not seek or obtain required
approvals from the mission’s contracting officer for all of its project subcontract
modifications. Many of these modifications resulted in substantial increases in
subcontractor funding levels, and one modification terminated the project’s
monitoring and evaluation subcontractor without mission approval. According to
Creative Associates, they believed they did not need to obtain approval to modify
the subcontracts, since they had received earlier approval to make the original
subcontract awards. Since the mission was unaware of some of Creative
Associates’ subcontract modifications, the mission had little if any assurance of the
acceptability of the terms and costs associated with these modifications. Of
particular note, in the case of the subcontract termination, the mission may even be
liable for contract termination costs.

The contract between the mission and Creative Associates International, Inc. and
subsequent instructions from the contracting officer required the contracting officer’s,
written approval with consent of the technical representative, prior to the award of
subcontracts, and subsequent modifications.

Although the audit found that the issuance of subcontracts had originally been approved,
some of the project subcontract modifications issued by Creative Associates had not.
For example, the audit determined that the mission had been notified of, and had
approved, subcontracts with Save the Children Federation, Inc., the Afghan Women'’s
Education Center, Coordination of Humanitarian Assistance, Afghan Development



Association, Coordination of Afghan Relief, Development and Humanitarian Services for
Afghanistan, and JBS International, Inc.—Aguirre Division. The estimated costs for
these seven subcontracts and modifications issued by Creative Associates to help
implement the project totaled $23.4 million. However, the mission’s contracting officer
had not been aware of and had not approved some subcontract modifications issued by
Creative Associates. These modifications pertained to such significant issues as the
terms of subcontractor performance, changes in the duration of subcontracts, and
significant increases in funding that the mission should have had a chance to review and
approve. For example, Creative Associates issued modifications to the following
subcontracts without the contracting officer’s approval:

Save the Children Federation, Inc. This subcontract was signed on July 11, 2006, for
$3.6 million, with an end date of September 30, 2010. Subsequent modifications
increased the ceiling amount to $5.9 million and changed the end date to May 31, 2009.

Afghan Women's Education Center. This subcontract was signed on June 1, 2006,
for $1.1 million, with an end date of December 26, 2010. Subsequent modifications
increased the ceiling amount to $3.6 million and changed the end date to May 31, 2009.

Coordination of Humanitarian Assistance. This subcontract was signed on June 1,
2006, for $2.3 million, with an end date of December 26, 2010. Subsequent
modifications increased the ceiling amount to $4.2 million and changed the end date to
May 31, 2009.

Afghan Development Association. This subcontract was signed on July 10, 2006, for
$1.8 million, with an end date of November 26, 2010. Subsequent modifications
increased the ceiling amount to $2.8 million and changed the end date to May 31, 2009.

Coordination of Afghan Relief. This subcontract was signed on June 1, 2006, for
$1.2 million, with an end date of December 26, 2010. Subsequent modifications
increased the ceiling amount to $2.7 million and changed the end date to May 31, 2009.

Development and Humanitarian Services for Afghanistan. This subcontract was
signed on June 1, 2006, for $1.7 million, with an end date of December 26, 2010.
Subsequent modifications increased the ceiling amount to $1.9 million and changed the
end date to May 31, 20009.

The audit also found that Creative Associates had entered into a $5 million monitoring
and evaluation subcontract with Aguirre on June 19, 2006. Later, on February 26, 2008,
because it had determined that the services of Aguirre were no longer needed, Creative
Associates terminated the subcontract with Aguirre and reduced the estimated cost of
the subcontract to $2.3 million to cover work performed. Although the Aguirre
subcontract had been named in pre-award documentation submitted to the mission and
thus had de facto approval, Creative Associates did not inform the mission that the
Aguirre subcontract was being terminated by mutual written agreement between
Creative Associates and Aguirre.

The failure of Creative Associates to notify the mission’s contracting officer of the
terminated Aguirre subcontract raises two issues. First, because the mission did not
know about modifications to the subcontract or the termination, it could not review the
costs being charged by Aguirre for work requirements and closing out the subcontract.



The mission thus had little, if any, assurance that the costs charged to the project were
reasonable, allocable, and allowable. The mission also may be liable for contract
termination costs associated with the termination. Second, the mission was not given
any information on how Creative Associates intended to complete those tasks previously
performed by Aguirre and thus could not determine to what extent the project could be
negatively affected by the termination.

According to Creative Associates, since they had received approval for the project's
subcontracts early in the process, they did not think they were required to go back later
for approval to modify the subcontracts. However, in addition to the requirements of the
contract cited earlier, Creative Associates had been informed by the mission’s
contracting officer in an email dated February 13, 2006, that it was required to obtain
approval for any increase in the subcontract award amounts. Moreover, Creative
Associates stated that they were not aware that termination of the Aguirre subcontract,
through a modification, required notification to or approval by the mission’s contracting
officer.

Since the mission’s contracting officer was unaware of the subcontract modifications by
Creative Associates, the mission had little, if any, assurance that the terms, conditions,
and costs for the subcontract modifications were acceptable. Because Creative
Associates had failed to properly notify the mission of its subcontract modifications or
obtain the mission’s consent, the mission could have unknowingly paid for unnecessary
services or overpaid for services performed on its behalf. As a result, this audit makes
the following recommendations:

Recommendation 2. We recommend that USAID/Afghanistan require Creative
Associates International, Inc., to submit all pertinent information related to all
Building Education Support Systems for Teachers Project subcontract
modifications for which the mission has not been notified. After receipt of the
pertinent information from Creative Associates International, Inc., the mission
should determine and document the acceptability of the subcontract
modifications.

Recommendation 3. We recommend that USAID/Afghanistan require a
closeout audit of the subcontract between Creative Associates International, Inc.,
and JBS International, Inc.—Aguirre Division related to the Building Education
Support Systems for Teachers Project and take all corrective actions detailed in
the closeout audit report.
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USAID Branding and
Marking Requirements
Are Not Being Followed

Summary. The contract between USAID/Afghanistan and Creative Associates
International, Inc., contained provisions concerning branding and marking
requirements with which Creative Associates was supposed to comply. However,
Creative Associates and at least one of its subcontractors were not complying with
USAID branding and marking requirements. Creative Associates believed that,
because of the risks created by hostilities in Afghanistan, they should not be
required to prominently display the USAID identity or logo indicating that USAID is
funding the project on behalf of the American people. Some visitors to the offices
of Creative Associates and its subcontractors, such as the stakeholders,
beneficiaries, and the general public, would likely not be aware that the Building
Education Support Systems for Teachers Project is supported by the American
people. Notably, even some of the teachers who had received training under the
project did not know that USAID was funding the project.

According to USAID’s framework legislation, the Foreign Assistance Act of 1961, Public
Law 87—195, section 641, all programs under the act must be identified appropriately
overseas as “American Aid.” In addition, the USAID Automated Directive System (ADS)
contains USAID’s policies and required procedures on branding and marking USAID-
funded programs, projects, activities, public communications, and commodities (ADS
320). The contract between USAID/Afghanistan and Creative Associates International,
Inc., contained provisions concerning branding and marking with which Creative
Associates was required to comply. “Branding” identifies the sponsor of the work
performed and refers to how a program or project is named and positioned. “Marking”
identifies the organizations supporting the work by applying graphic identities or logos to
program materials or project signage to visibly acknowledge contributors.

The audit found that Creative Associates and the Afghan Women’s Education Center
(one of Creative Associates’ subcontractors) were not complying with ADS 320.3.2.4,
“Marking Requirements for Specific Contract Deliverables”. Under paragraph (b) of this
provision, program, project, or activity sites financed by USAID contracts must
prominently display the USAID identity, unless a USAID-approved exception or waiver
applies. When we visited the main office of Creative Associates in Kabul, we could not
find any prominent display of the USAID identity or logo or any other notable evidence to
visibly acknowledge USAID as the sponsor of the project work being implemented by
Creative Associates. Moreover, when we visited the regional office of the Afghan
Women’s Education Center in Balkh Province, we found no prominent display of the
USAID identity or logo or any other notable evidence to visibly acknowledge USAID as
the sponsor of the project work being implemented by Creative Associates.

Creative Associates and the Afghan Women’s Education Center regional office in Balkh
Province were not complying with ADS 320, “Branding and Marking,” or related contract
requirements. They believed that they should not have to prominently display the
USAID identity or logo because of the hostilities in Afghanistan. The chief of party of
Creative Associates told USAID auditors that they did not have a waiver concerning
compliance with USAID marking requirements. In fact, in August 2007, Creative
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Associates was informed by a mission program official that any presentations regarding
programs funded by the mission should have the USAID logo, and instructions were
provided on how to obtain the logo.

According to ADS 320.3.2.6, “Waivers to Contract Marking Requirements”, contractors
may request waivers of the marking requirement, in whole or in part, through the
contracting officer, and the technical representative then assists in processing a waiver
request to the mission director. Approved waivers flow down to subcontractors unless
otherwise specified. The USAID mission director has the authority to waive, in whole or
in part, USAID marking requirements. The mission director may exercise this authority
only after determining that the markings would pose compelling political, safety, or
security risks or that the markings have caused or will cause an adverse reaction in the
cooperating country. In exceptional circumstances, the mission director may approve a
blanket waiver by region or country. Only the contracting officer has the authority to
inform the contractor of a waiver decision and to direct the contractor to comply with it.

Creative Associates and its subcontractors, unless they receive an approved waiver
from the mission, should comply with the branding and marking requirements of USAID.
In the case of Creative Associates, visitors to their offices may not know that the project
is funded by USAID and the American people. Likewi