
 

 

 

 

 

 

PERFORMANCE AUDIT REPORT 

on 

JAPAN’S GRANT ASSISTANCE FOR GRASSROOTS 
HUMAN SECURITY PROJECT FOR 

“THE PROJECT FOR THE PROCUREMENT  
OF SCHOOL BUS FOR AIRAI ELEMENTARY SCHOOL” 

 
 

 

Airai Elementary School 

MINISTRY OF EDUCATION 

Republic of Palau 

 

For the period from March 19, 2024, through August 07, 2024 

 

Performed by the Office of the Public Auditor 

 
Report Number: 2025-008 

 



 
 
 
 
 
 
 
 

Office of the Public Auditor 
 
 

26-023au 
October 28, 2025 
 
 
Mr. Raynold Mechol 
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Republic of Palau 
 
 
Subject: Final Report on the Audit of Japan’s Grant Assistance 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 of Japan’s Grant Assistance for Grassroots Human 
Security Project (GGP) for “The Project for the Procurement of School Bus for Airai Elementary 
School”.  
 
We received your response to the Draft Audit Report, which is published in its entirety in the final 
report.  
 
If you have any questions regarding the report or the subject matter discussed therein, we will be 
available at your request.  
 
Sincerely, 
 
 
 
Satrunino Tewid 
Acting Public Auditor 
Republic of Palau 
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        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 School (AES), the Office of the Public Auditor 
initiated an audit of Japan’s Grant Assistance for Grassroots Human Security Project (GGP) for 
the “Project for the Procurement of School Bus for Airai Elementary School” (the Project). 
 
The Embassy of Japan (the Embassy) in the Republic of Palau awarded AES a sum of $90,745.00 
for the procurement of a new 30-seater school bus. Shown below is the signing ceremony of the 
Project’s Grant Contract between the Embassy and Airai Elementary School on March 19, 2024.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Signing Ceremony on March 19, 2024 
Source: Embassy of Japan Website 

 
The objective of the audit is to determine whether Airai Elementary School 1) Administered the 
grant in compliance with the terms and conditions of the Grant Contract, 2) adhered to the GGP 
Procurement Guidelines in the execution of the Project’s procurement, and 3) properly recorded 
the fixed asset (school bus), as appropriate, into the Republic of Palau’s accounting records. 

REPUBLIC OF PALAU 
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The Office of the Public Auditor reviewed the administration of grant funds pertaining to the 
receipt and disbursement of funds, procurement procedures, reporting mechanisms, and other 
related requirements according to the Grant Contract and GGP procurement guidelines.  
 
Background 
The Government of Japan offers a financial assistance scheme known as “the Grant Assistance for 
Grassroots Human Security Projects (GGP)” to help Non-Governmental Organizations (NGOs) 
and local government authorities develop projects designed to meet the diverse basic human needs 
of the people in developing countries. 
 Since 1999, the Embassy of Japan in the Republic of Palau has been actively engaged in this 
program, having funded and implemented 105 projects as of March 2025. These projects primarily 
focus on education, health, and public welfare. Notably, among the beneficiaries is Airai 
Elementary School, which received a 30-seater school bus in 2024 through GGP funding to 
enhance the safety and reliability of transportation for its 143 students.  
 
Airai Elementary School is the fourth-largest public elementary institution in the Republic of Palau 
and is the sole public educational facility within Airai State. It serves 143 students who live in 
various segregated villages within Airai as well as the neighboring Aimeliik State. A single 30-
seater bus proved inadequate, requiring the bus driver to make multiple trips over two consecutive 
hours to transport all students to and from school. In 2022, the Ministry of Education (MOE) 
extended the school day from 8 AM-2 PM to 8 AM-3 PM, resulting in some students returning 
home as late as 5 PM. To address this issue temporarily, the MOE provided a used bus while Airai 
Elementary School worked to secure GGP funding for a permanent solution. On March 19, 2024, 
Airai Elementary School applied for and was granted a sum of $90,745.00 by the Embassy for the 
procurement of the items listed below. 
 
 
 
 
 
 
 
Objective, Scope, And Methodology 
The objective of the audit is to determine whether Airai Elementary School: 1) Administered the 
grant in compliance with the terms and conditions of the Grant Contract, 2) adhered to the GGP 
Procurement Guidelines in the execution of the Project’s procurement, and 3) properly recorded 
the fixed asset (school bus) into the Republic of Palau’s accounting records. 
 
The scope of the audit covered the period from March 19, 2024, through August 07, 2024, as well 
as other periods, as necessary, to meet the audit objective. 
 
The Government of Japan imposes and requires recipients to follow the GGP procurement policies 
in the procurement of goods and services, and the Embassy maintains control over the Project bank 
account established for the purpose of the Project. Consequently, we did not assess compliance 

Item Quantity 
Microbus 1 
Painting 1 
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with the Palau National Government’s procurement regulations, nor did we evaluate adherence to 
state or national treasury laws and regulations. 
 
We conducted this performance audit in accordance with Generally Accepted Government 
Auditing Standards issued by the Comptroller General of the United States. 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.  
 
The Public Auditing Act of 1985 empowers the Office of the Public Auditor (OPA) to specifically 
act to prevent fraud, waste, and abuse in the collection and expenditure of public funds. The Public 
Auditor may make recommendations on the prevention and/or detection of fraud, waste, and abuse 
of public funds. 
 
To achieve our objectives, we examined records and documents maintained by the Ministry of 
Education (Bureau of Schools Operations) and the Ministry of Finance (Bureau of the National 
Treasury, BNT). Specifically, the OPA reviewed the Grant Contract, Side Letter, and the GGP 
Procurement Guidelines, and other relevant documents. Additionally, we reviewed expenditures 
reports obtained from the BNT and tested expenditures and related supporting documentation. 
Furthermore, we interviewed Airai Elementary School administrators and conducted a site visit to 
inspect the school bus.  
 
Grant Contract 
In accepting the GGP grant from the Embassy of Japan, Airai Elementary School agreed to the 
following terms and conditions in the Grant Contract: 

A. To provide the Donor with an official receipt for the grant received; 
B. To provide the Donor with documents relevant to the Project such as procurement contracts 

for products and/or services upon request by the Donor; 
C. To use the grant properly and exclusively for the purchase of such products and/or services 

necessary for the execution of the Project as enumerated in the Annex of the contract and 
not to use those products and/or services purchased with the grant for purposes other than 
the execution of the Project, without acquiring any prior written approval from the Donor; 

D. That products/or services purchased under the grant shall not be used for military purposes; 
E. To provide donor with the following reports on the progress of the Project: 

1. One (1) project completion report (including an audit report on the grant 
issued by an independent accountant/accounting body) to be provided upon 
the completion of the Project (The above reports should outline achieved 
results in the light of the original goals and objectives as stated in the 
application proposal for the Project. The reports should include a clear 
accounting report of the allocation and disbursement of the grant.) 

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

F. To complete the Project within one year after the contract date; 
G. To consult with and receive instructions from the Donor in case the Recipient wishes: 

1. To change how the grant is spent from the original plan in the application. 
2. To change the contents of the Project 
3. To suspend and/or terminate execution of the Project 
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4. To extend the completion date of the Project; 
H. To keep accounting documents that verify how the grant was spent for at least five years 

after the completion of the Project; 
I. To bear all responsibilities for deaths, injuries, diseases, and any other damages to the 

members of the Recipient in the course of the execution of the Project, and that the Donor 
will not be responsible for anything that happens during the execution of the Project; 

J. To consult with the Donor promptly on all matters which may have any influence on the 
execution of the Project; 

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

1. A part or the whole of the grant remains unused when the execution 
of the Project is suspended or terminated; 

2. The Recipient breaches this contract; and 
L. That this contract shall be governed by and construed and interpreted in accordance with 

the laws agreed to by the Donor and the Recipient. 
 

Side Letter 
In addition to the Grant Contract, Airai Elementary School also agreed to additional terms in a 
"Side Letter" of commitment with the Embassy, stipulating the following: 
 

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

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

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

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

 
Project Expenditures 
On behalf of Airai Elementary School, the Contracting Officer for the Republic of Palau, Bureau 
of Public Works, issued a Purchase Order to Ksau’s Motors for the procurement of the school bus. 
As specified in the Purchase Order, the total cost of the 30-seater school bus is $99,599.50, which 
was paid by the Bureau of National Treasury using local funds to expedite the payment process. 
To reimburse the National Treasury, Airai Elementary School, through the MOF, transferred the 
GGP funds of $90,745.00 from a separate Bank of Hawaii account to the National Treasury, after 
obtaining consent from the Embassy. Additionally, the $8,854.50 difference between the total 
project cost and GGP funds ($99,599.50-$90,745.00) was covered by Airai Elementary School, as 
agreed upon in the “Side Letter” agreement. See Table 1 for the Project’s funding and 
expenditures.  
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Table 1: Project Income & Expenditure Report 
 
 
 
 
 
 
 
 
 
 
 
 
Handover Ceremony  

The newly procured school bus was handed over in a formal 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 Auditor determined that AES administered the GGP 
grant for “The Project for Procurement of School Bus for Airai Elementary School” in accordance 
with the terms and conditions of the Grant Contract and the GGP procurement guidelines. 
Additionally, AES, through the Ministry of Education, worked with the Bureau of the National 
Treasury to record the new 30-seater school bus as a fixed asset in the Republic of Palau’s 
accounting records. Therefore, there are no findings in this report. 
 
Auditee’s Response: 
After a thorough review, the Ministry of Education, along with Airai Elementary School, concur 
with the audit findings.  
  

Project Funding Amount 
GGP Fund $90,745.00 
Local Fund $8,854.50 
Total Funds $99,599.50 
Project Expenditures Amount 
Bus, Toyota Coaster 2023 $98,994.50 
School Bus Sticker w/ logo $605.00 
Total Expenditure  $99,599.50 
Balance $0.00 
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Conclusion 
The Embassy of Japan in the Republic of Palau, through the Grant Assistance for Grassroots 
Human Security Projects (GGP), provided a $90,745.00 development assistance grant to purchase 
a new school bus for Airai Elementary School. Since students live in scattered settlements in Airai 
State with no reliable transport to and from school, the new bus helps provide a safe and reliable 
transport system for approximately 143 students. Additionally, the school bus also provides 
support for school-related activities and outreach programs. 
 
The Office of the Public Auditor would like to thank the staff and management of Airai Elementary 
School, the Ministry of Education, the Ministry of Finance, and the Embassy of Japan for their 
professional courtesy and cooperation during this audit. 
 
Sincerely, 
 
 
 
Satrunino Tewid 
Acting Public Auditor 
Republic of Palau 
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