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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

26-087
April 30, 2026

Mr. Raynold Mechol

Director, Bureau of Schools Operations
Ministry of Education

Republic of Palau

Subject: Final Report on the Audit of Japan’s Grant Assistarte for Grassroots Human Security
Project for “The Project for Reconstructing Cafeteria for Meyuns Elementary School”.
Dear Director Mechol:

This report presents the results of our audit phdés Grant Assistance for Grassroots Human Sgcurit
Project (GGP) for “The Project for Reconstructingféeria for Meyuns Elementary School”.

We received your response to the Draft Audit Repahnich is published in its entirety in the finaport.

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

Sincerely,

Satruning’ Tewid
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
April 30, 2026

Mr. Raynold Mechol

Director, Bureau of School Operations
Ministry of Education

Republic of Palau

Dear Director Mechol:

At your request, on behalf of Meyuns Elementaryd®iMES), the Office of the Public Auditor
(OPA) initiated an audit of Japan’s Grant Assisefoc Grassroots Human Security Project (GGP)
for “The Project for Reconstructing the Cafetenal¥eyuns Elementary School” (Project).

The Embassy of Japan (Embassy) in the RepublicatduP(ROP) awarded MES the sum of
$487,000.00 for the reconstruction of the schomdfteria. Shown below is the signing ceremony
of the Project’s Grant Contract between the EmbassyMES on March 04, 2022.

Signing of Contract on March 04, 2022
Source: Embassy of Japan Website

The objective of the audit was to determine whether MES (1) administered the grant in
compliance with the terms and conditions of thenB@ontract, (2) complied with the grant’s
GGP procurement guidelines, and (3) properly rezrithe fixed asset, as appropriate, into the
Republic of Palau’s accounting records.

We reviewed the administration of the grant fundggining to the receipt and disbursement of
funds, procurement procedures, reporting mechaniangsother related requirements according
to the Grant Contract and GGP procurement guideline
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Background

The Government of Japan offers a financial assistaievelopment program known as “the Grant
Assistance for Grassroots Human Security Proje@G&R)” to help Non-Governmental
Organizations (NGOs) and local government autresitievelop projects designed to meet the
diverse basic human development needs of the peogdkveloping countries.

Since 1999, the Embassy has been actively engagdtlis program, having funded and
implemented 105 projects as of March 2025. Thesggts primarily focus on education, health,
and public welfare. Notably, among the beneficeieeMES, which received financial assistance
to reconstruct the school cafeteria to improvetgatandards, ensure proper hygiene, expand food
preparation space, and create a comfortable, wgdlrozed dining area for students during
breakfast and lunch breaks.

The MES cafeteria was built in the mid-1990s. Hogrewhe concrete mix used back then
contained a high salt content, which led to erosibrthe cafeteria’s foundation and posed
significant safety and health risks for students.afldress this issue, the Ministry of Education
(MOE), in 2021, implemented safety measures byngirg for food to be prepared off-site, with

students eating in their classrooms instead.

On March 04, 2022, MES applied for the Japan GGPveas granted $487,000.00 in funding by
the Embassy. This allocation was designated foptbeurement of the item listed below, intended
to provide a long-term solution to MES’s challenges

Item Quantity
Construction Fe 1

Source: Grant Contract Annex

Objective, Scope, and Methodology

The objective of the audit was to determine whether MES (1) administered the grant in
compliance with the terms and conditions of thenB@ontract, (2) complied with the grant’s
GGP procurement guidelines, and (3) properly rezrithe fixed asset, as appropriate, into the
Republic of Palau’s accounting records.

The scope of the audit covered the period from K&« 2022, through May 07, 2024, as well as
other period(s), as necessary, to meet the augicidle.

The Government of Japan imposes and requires eat#pito follow the GGP procurement
guidelines in the procurement of goods and servicesddition, the Embassy maintained control
over the Project bank account established for tlipgse of the Project. Consequently, we did not
assess compliance with the Palau National Govertisnprocurement regulations, nor did we
evaluate adherence to state or national treaswy dad regulations.

We conducted this performance audit in accordanitb Generally Accepted Government
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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 projectndcmaintained by the Ministry of Education

(MOE), Division of Capital Improvement Project (Glihder the Bureau of Public Works (BPW),

and the Bureau of National Treasury (BNT), to as848S’s compliance with the Grant Contract,

Side Letter, and the GGP Procurement Guidelineditially, we reviewed project expenditure

documents obtained from the BNT, interviewed MO&jget administrators, and conducted a site
visit to inspect the newly constructed cafeterithatMES campus.

Grant Contract

In accepting the grant from the Embassy, the ME8eaxhto the following terms and conditions
of the Grant Contract:

A. To provide the Donor with an official receipt fdret grant received;
B. To provide the Donor with documents relevant toRh@ect such as procurement contracts
for products and/or services upon request by theoRo
C. To use the grant properly and exclusively for thechase of such products and/or services
necessary for the execution of the Project as eratetein the Annex of the contract and
not to use those products and/or services purchaglkdhe grant for purposes other than
the execution of the Project, without acquiring g@nipr written approval from the Donor;
D. To provide the following reports on the progresshaf Project:
1. One (1) interim report to be provided within six miles after the contract date
2. One (1) project completion report (including an idueport on the grant issued by
an independent accountant/accounting body) to beiged upon the completion
of the Project. (The above reports should outlct@eved results in the light of the
original goals and objectives as stated in theiegipbn proposal for the Project.
The reports should include a clear accounting tepdrthe allocation and
disbursement of the grant.)
3. Any other reports on the Project to be providedrupequest of the Donor, in
accordance with the Donor's instructions;
E. To complete the Project within one year after thietkact date;
F. To consult with and receive instructions from thenbr in case the Recipient wishes:
1. To change how the grant is spent from the origoteh in the application
2. To change the contents of the Project
3. To suspend and/or terminate execution of the Projec
4. To extend the completion date of the Project;
G. To keep accounting documents that verify how trengwas spent for at least five years
after the completion of the Project;
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H. To bear all responsibilities for deaths, injuridgseases, and any other damages to the
members of the Recipient in the course of the ei@twf the Project, and that the Donor
will not be responsible for anything that happeusrd) the execution of the Project;

I. To consult with the Donor promptly on all matterkigh may have any influence on the
execution of the Project;

J. To recognize that the Donor reserves the rightaionca 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

K. 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, the MES alseadrto additional terms and conditions contained
in a “Side Letter” of commitment with the Embassipulating the following:

1. MEYUNS ELEMENTARY SCHOOL will open an account wigank of Hawaii
exclusively for the purpose of the aforementionsgjqzt.

2. MEYUNS ELEMENTARY SCHOOL will not withdraw any amatifrom the said
account without prior consent from the Embassyaptd.

3. MEYUNS ELEMENTARY SCHOOL will shoulder any exceswiaunt necessary
to complete the project if the cost of the progeateeds the Government of Japan’s
grant.

4. MEYUNS ELEMENTARY SCHOOL will be responsible for Ismnitting an audit
report on the grant issued by Office of the PuBliclitor to be provided upon the
completion of the Project.

5. MEYUNS ELEMENTARY SCHOOL will inform and consult hEmbassy of
Japan if any problems, including loss and damag@jrowith the granted cafeteria
building within 2 years after the completion of {r@ject as part of follow-up.

6. MEYUNS ELEMENTARY SCHOOL will assign the staff whaill be in charge
of the cafeteria for cleaning and maintenance.

7. MEYUNS ELEMENTARY SCHOOL will be responsible for d@hregular
inspection/maintenance and the fee of the cafeteibkeep the maintenance log.

Project Expenditures

On behalf of the MES, the Contracting Officer foetROP, who also serves as Director of the
Bureau of Public Works, entered into a ConstrucGontract Agreement with Hanpa Construction
Co. (Contractor) on June 22, 2023. As stipulatedhm contract, the Contractor is to submit
requests for progress payments based on the pageeonf work completed for each covered
period.
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To expedite payments for the Project, the BNT zdii local funds. Upon the complete
reconstruction of the school cafeteria, MES, witle tapproval of the Embassy, transferred
$487,000.00 from the Bank of Hawaii account degigmsh@xclusively for the Project to the BNT
as a one-time reimbursement.

The total actual project cost of $513,379.10 exedetle GGP fund allocation of $487,000.00 by
$26,379.10, which BNT covered on behalf of MEBable 1 below shows local fund
disbursements, based on the Contracting Officegpg@val of the Contractor’s applications for
progress payments, including cost overrun.

Table 1:
Project Funding and Total Expenditures

Income
Date Received Reference: Description Amount
03/30/2022 GGP Grant Contract dated Japan Grant Assistance for $487,000.00
03/04/2022, signed by the  Grassroot Projects (GGP)
Embassy of Japan and M
Total Funds $487,000.00

Expenditure

File Date Invoice No. Description Amount
08/23/202. Initial PYMNT 26% of work complete $111,826.5
09/20/202. 23-069 PYMNT O: 34% of work complete $39,280.9
10/20/202: 23-069 PYMNT 0¢ 51% of work complete $74,582.7
01/04/202. 23-069 PYMNT 0« 71% of work complete $87,491.4
01/25/202. 23-069 PYMNT 0! 76% of work complete $18,874.8
02/14/202. 23-069 PYMNT 0¢ 79% of work complete $14,979.1
03/06/202. 23-069 PYMNT O 82% of work complete $12,418.6
04/09/202. 23-069 PYMNT 0¢ 84% of work complete $26,381.0
05/13/202. 23-069 PYMNT 0¢ 89% of work complete $27,024.5
04/16/202! 23-069 PYMNT 1( 100% of work complete $90,251.5
- - 2% retainage — pending vendor  $10,267.58
reques

Total Expenditure $513,379.10
BALANCE (Difference) ($26,379.10)
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Handover Ceremony

The reconstruction of the MES Cafeteria was coreglednd a handover ceremony was conducted
on May 07, 2024, as shown below.

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

Finding of Compliance

Based on our audit, we found that the MES admirestehe GGP fund for the Project in
compliance with the terms and conditions of the nBr@ontract and the GGP procurement
guidelines. In addition, the MES, with assistanmanfthe BNT and the CIP, maintained proper
controls over the procurement, fund disbursemert,accounting records for the reconstruction
of the cafeteria.

MOE’s Response:

This is to acknowledge receipt of the draft audgart on the Government of Japan’'s GGP grant
for “The Project for the Reconstructing of Meyursrentary School Cafeteria”. We extend our
sincere gratitude to your office for completing thaft audit report.

After a thorough review, the Ministry of Educati@ong with Meyuns Elementary School, concur
generally with the draft audit report.

We express our most sincere appreciation for yauravering supporiSee Appendix, page 8, for
the complete response.

Conclusion

The MES was granted GGP financial assistance iat&unt of $487,000.00 by the Government
of Japan for the reconstruction of the school’ss@afa. The grant was fully expended to complete
the Project, which cost $513,379.58, with the Répul¥ Palau covering the excess cost of
$26,379.10, as agreed. Today, the MES provideappately 154 students with a safe, hygienic,
and sufficient space to prepare and serve meathddpreseeable future. In addition, the cafeteria
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functions as a multipurpose facility, hosting P&E@acher Association meetings as well as
extracurricular activities for students and theavidommunity.

The Office of the Public Auditor would like to thathe staff and management of the Ministry of
Education, Meyuns Elementary School, Ministry afdnce, CIP, and the Embassy of Japan for
their professional courtesy and cooperation dutiimg audit.

Sincerely,

Satruning’ Tewid
Acting Public Auditor
Republic of Palau
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Appendix: MOE'’s Response

REPUBLIC OF PALAU
MINISTRY OF EDUCATION

BUREAU OF SCHOOL OPERATIONS

April 16, 2026 ( MWiice of the Publle Anditos
Mr. Satrunino Tewid i T bt
Public Auditar Feolved : =

Office of the Public Auditor OO PG ]

F.oror, Palau 965840
Dear Public Auditor Tewid:

This is ta acknowledge receipt of the draft andit report on Japan GGP grant for the "The Project
for Reconstructing Cafelerin for Meyuns Elementary" on April 15, 2026, We extend our sincere
gratitude 10 your office for completing the draft audit report.

After a thorough review, the Minisuy of Education along with Meyuns Elementary School concur
in gencral with the draft audit report, except for Finding No. |- Interim Report Deadline.

In closely serutinizing our files and verifying with Japan Embassy, we have concluded that two
mterim reports were submitted 1o Japan Embassy for this project. The first one on September 21,

2022, which met the six months timeline followed by an updated interim report on November 04
2022,

Cnly the second interim report svas submitiad fo the OPA for this performance aud:i, which is an
oversight from our affice. Attached for reference are copies of both interim reparts ieluding an
enidil message from Jupan GGP Grant Coordinator verifiing receipt of both reports, We hope this
clarification will assist your office clear this finding from the repart.

We express our most sincere appreciation far vour umwavering support

Director of School Operationg

Altachments

PAL Bow 169
Korar, Republic of Palaus 96340
Tel: [GBY) 486-2952/ Fax: (681) 4R8-1003/ Emall: rmaeclolDpaloamoe:nat

Crar stuiderris will b sercoessful in the Palouor society and the world,



ILLEGAL OR WASTEFUL ACTIVITIES
SHOULD BE REPORTED TO:

OFFICE OF THE PUBLIC AUDITOR
REPUBLIC OF PALAU
P. 0. BOX 850
KOROR, REPUBLIC OF PALAU 96940

GROUND FLOOR
ORAKIRUU PROFESSIONAL BUILDING
MADALAII, KOROR, REPUBLIC OF PALAU

TELEPHONE NOS: (680) 488-2889/5687
FACSIMILE NO: (680) 488-2194
WEBSITE ADDRESS: www.palauopa.org
E-MAIL ADDRESS: admin@palauopa.org
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