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Subject: Final Report on the Audit of Japan’s Grant Assistarte for Grassroots Human
Security Project for “The Project for the Procurement of School Bus for Airai
Elementary School”

Dear Director Mechol:

This report presents the results of our audit pd&és Grant Assistance for Grassroots Human
Security Project (GGP) for “The Project for the &mement of School Bus for Airai Elementary
School”.

We received your response to the Draft Audit Repanich is published in its entirety in the final
report.

If you have any questions regarding the reporhersubject matter discussed therein, we will be
available at your request.

Sincerely,

Acting Public Auditor
Republic of Palau
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REPUBLIC OF PALAU
P. O. Box 850
Koror, Republic of Palau 96940
TEL (680) 488-2889/5687
FAX (680) 488-2194
EMAIL admin@palauopa.org
www.palauopa.org

Office of the Public Auditor

October 28, 2025

Mr. Raynold Mechol

Director, Bureau of School Operations
Ministry of Education

Republic of Palau

Dear Director Mechol:

At your request, on behalf of Airai Elementary SSBh@AES), the Office of the Public Auditor
initiated an audit of Japan’s Grant AssistanceGoassroots Human Security Project (GGP) for
the “Project for the Procurement of School BusAoai Elementary School” (the Project).

The Embassy of Japan (the Embassy) in the Repoffalau awarded AES a sum of $90,745.00
for the procurement of a new 30-seater school 8hewn below is the signing ceremony of the
Project’s Grant Contract between the Embassy aral Biementary School on March 19, 2024.
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Signing Ceremony on March 19, 2024
Source: Embassy of Japan Website

The objective of the audit is to determine whetheai Elementary School 1) Administered the
grant in compliance with the terms and conditiohthe Grant Contract, 2) adhered to the GGP
Procurement Guidelines in the execution of thedetdg procurement, and 3) properly recorded
the fixed asset (school bus), as appropriate,tiredrepublic of Palau’s accounting records.
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The Office of the Public Auditor reviewed the admsiration of grant funds pertaining to the
receipt and disbursement of funds, procurementgolaes, reporting mechanisms, and other
related requirements according to the Grant Con&nad GGP procurement guidelines.

Background

The Government of Japan offers a financial assistanheme known as “the Grant Assistance for
Grassroots Human Security Projects (GGP)” to hedp-Sovernmental Organizations (NGOSs)
and local government authorities develop projeesghed to meet the diverse basic human needs
of the people in developing countries.

Since 1999, the Embassy of Japan in the RepublRatau has been actively engaged in this
program, having funded and implemented 105 progstd March 2025. These projects primarily
focus on education, health, and public welfare. dlilyt, among the beneficiaries is Airai
Elementary School, which received a 30-seater d$cho® in 2024 through GGP funding to
enhance the safety and reliability of transportafar its 143 students.

Airai Elementary School is the fourth-largest palgiementary institution in the Republic of Palau
and is the sole public educational facility withAirai State. It serves 143 students who live in
various segregated villages within Airai as welltlas neighboring Aimeliik State. A single 30-
seater bus proved inadequate, requiring the busrdo make multiple trips over two consecutive
hours to transport all students to and from schivoR022, the Ministry of Education (MOE)
extended the school day from 8 AM-2 PM to 8 AM-3 Rieglsulting in some students returning
home as late as 5 PM. To address this issue tenipptiae MOE provided a used bus while Airai
Elementary School worked to secure GGP fundingfpermanent solution. On March 19, 2024,
Airai Elementary School applied for and was grargedim of $90,745.00 by the Embassy for the
procurement of the items listed below.

Item Quantity
Microbus 1
Paintinc 1

Objective, Scope, And Methodology

The objective of the audit is to determine whethieai Elementary School: 1) Administered the
grant in compliance with the terms and conditiohthe Grant Contract, 2) adhered to the GGP
Procurement Guidelines in the execution of thedetdg procurement, and 3) properly recorded
the fixed asset (school bus) into the Republical&®s accounting records.

The scope of the audit covered the period from Ma&, 2024, through August 07, 2024, as well
as other periods, as necessary, to meet the anjditive.

The Government of Japan imposes and requires eatspio follow the GGP procurement policies
in the procurement of goods and services, andhigalSssy maintains control over the Project bank
account established for the purpose of the Prof@ahsequently, we did not assess compliance
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with the Palau National Government’s procuremegtiaions, nor did we evaluate adherence to
state or national treasury laws and regulations.

We conducted this performance audit in accordantd Generally Accepted Government
Auditing Standards issued by the Comptroller General of the United Sates. Those standards
require that we plan and perform the audit to obsaifficient, appropriate evidence to provide a
reasonable basis for our findings and conclusi@se on our audit objectives.

The Public Auditing Act of 1985 empowers the Offafehe Public Auditor (OPA) to specifically
act to prevent fraud, waste, and abuse in theataleand expenditure of public funds. The Public
Auditor may make recommendations on the preveraratior detection of fraud, waste, and abuse
of public funds.

To achieve our objectives, we examined recordsdamudiments maintained by the Ministry of

Education (Bureau of Schools Operations) and theidity of Finance (Bureau of the National

Treasury, BNT). Specifically, the OPA reviewed tBeant Contract, Side Letter, and the GGP
Procurement Guidelines, and other relevant docusnéuditionally, we reviewed expenditures

reports obtained from the BNT and tested experebtand related supporting documentation.
Furthermore, we interviewed Airai Elementary Schamministrators and conducted a site visit to
inspect the school bus.

Grant Contract

In accepting the GGP grant from the Embassy ofrlafmai Elementary School agreed to the
following terms and conditions in the Grant Contrac
A. To provide the Donor with an official receipt fdret grant received,;
B. To provide the Donor with documents relevant toRn@ect such as procurement contracts
for products and/or services upon request by theoDo
C. To use the grant properly and exclusively for thechase of such products and/or services
necessary for the execution of the Project as eratewin the Annex of the contract and
not to use those products and/or services purchagledhe grant for purposes other than
the execution of the Project, without acquiring g@nipr written approval from the Donor;
D. That products/or services purchased under the ghatitnot be used for military purposes;
E. To provide donor with the following reports on f®gress of the Project:

1. One (1) project completion report (including an iauwdport on the grant
issued by an independent accountant/accounting)liodye provided upon
the completion of the Project (The above reportsukhoutline achieved
results in the light of the original goals and aties as stated in the
application proposal for the Project. The repohsutd include a clear
accounting report of the allocation and disburseroéthe grant.)

2. Any other reports on the Project to be providedrupmuest of the Donor,
in accordance with the Donor's instructions.

To complete the Project within one year after thetact date;
. To consult with and receive instructions from thenbr in case the Recipient wishes:

1. To change how the grant is spent from the origiteah in the application.

2. To change the contents of the Project

3. To suspend and/or terminate execution of the Prrojec
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4. To extend the completion date of the Project;

H. To keep accounting documents that verify how trengwas spent for at least five years
after the completion of the Project;

I. To bear all responsibilities for deaths, injuridsseases, and any other damages to the
members of the Recipient in the course of the ed@twf the Project, and that the Donor
will not be responsible for anything that happeusrd) the execution of the Project;

J. To consult with the Donor promptly on all matterki@h may have any influence on the
execution of the Project;

K. To recognize that the Donor reserves the rightamnca refund of a portion or the whole
of the grant if:

1. A part or the whole of the grant remains unusednithe execution
of the Project is suspended or terminated;
2. The Recipient breaches this contract; and

L. That this contract shall be governed by and coedtand interpreted in accordance with

the laws agreed to by the Donor and the Recipient.

Side Letter

In addition to the Grant Contract, Airai Element&ghool also agreed to additional terms in a
"Side Letter" of commitment with the Embassy, diaping the following:

1. Airai Elementary School will open an account witle Bank of Hawaii exclusively
for the purpose of the aforementioned project.

2. Airai Elementary School will not withdraw any amadrom the said account without
prior written consent of the Embassy of Japan.

3. Airai Elementary School will shoulder any excesant necessary to complete the
project if the cost of the project exceeds the Govent of Japan's grant.

4. Airai Elementary School will be responsible for tiegular inspection and the fee for
any maintenance of the items granted.

Project Expenditures

On behalf of Airai Elementary School, the ContnagtOfficer for the Republic of Palau, Bureau
of Public Works, issued a Purchase Order to Kdlslwtors for the procurement of the school bus.
As specified in the Purchase Order, the total cbie 30-seater school bus is $99,599.50, which
was paid by the Bureau of National Treasury usiogll funds to expedite the payment process.
To reimburse the National Treasury, Airai Elementachool, through the MOF, transferred the
GGP funds of $90,745.00 from a separate Bank ofailaaecount to the National Treasury, after
obtaining consent from the Embassy. Additionalhg $8,854.50 difference between the total
project cost and GGP funds ($99,599.50-$90,745@8)covered by Airai Elementary School, as
agreed upon in the “Side Letter” agreement. Jeble 1 for the Project’s funding and
expenditures.
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Table 1: Project Income & Expenditure Report

Project Funding Amount
GGP Funi $90,745.0
Local Funt $8,854.5!
Total Funds $99,599.50
Project Expenditures Amount
Bus, Toyota Coaster 20 $98,994.5
School Bus Sticker w/ log $605.0(
Total Expenditure $99,599.50
Balance $0.00

Handover Ceremony

The newly procured school bus was handed overfarmaal ceremony on August 07, 2024, as

shown below:

Handover Ceremony on August 07, 2024
Source: Embassy of Japan Website

Finding of Compliance

Based on our audit, the Office of the Public Auddetermined that AES administered the GGP
grant for “The Project for Procurement of SchoosBaor Airai Elementary School” in accordance
with the terms and conditions of the Grant Contractl the GGP procurement guidelines.
Additionally, AES, through the Ministry of Educatipworked with the Bureau of the National
Treasury to record the new 30-seater school bus fised asset in the Republic of Palau’s

accounting records. Therefore, there are no firglinghis report.

Auditee’s Response:

After a thorough review, the Ministry of Educatialong with Airai Elementary School, concur

with the audit findings.
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Conclusion

The Embassy of Japan in the Republic of Palauutirahe Grant Assistance for Grassroots
Human Security Projects (GGP), provided a $90, @8d¥elopment assistance grant to purchase
a new school bus for Airai Elementary School. Sistoelents live in scattered settlements in Airai
State with no reliable transport to and from schtw new bus helps provide a safe and reliable
transport system for approximately 143 studentsdi#ahally, the school bus also provides
support for school-related activities and outrepidgrams.

The Office of the Public Auditor would like to thathe staff and management of Airai Elementary
School, the Ministry of Education, the Ministry Binance, and the Embassy of Japan for their
professional courtesy and cooperation during thdita

Sincerely,

Satrunino/Tewid
Acting Public Auditor
Republic of Palau
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