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This report presents the results of audit of the Government of
Burkina Faso (GOB) compliance with P.L. 480 Title 11
Agreements. Tne audit assessea compliance, financial control,
and accountability of local currencies generated througn sales
Ot United States donated foous.

The report contains one recommendation tor your action. Please
provide written notice witnin 30 days on action planned or
taken to implement tne recommenaation.

AID has provided assistance to Burkina Faso (formerly Upper
Volta) tor more tnan 10 Jears., A sigunificant portion of the
assistance has been both regular and emergency commodities
provided tnrough the Public Law (P.L.) 480 Title 11 progran.
Voluntary agencies managea and accounted for comnmodities
provideu for tree distriwution. Tne Burkina Faso National
Cereals Ofiice (OFNACER) was responsible for Section 206
commoaities autnorized tor resale. USAID/Burkina Faso provided
oversight.

Our oitrice previously reported on problems witn nost country
accountability of proceeds trom foou sales under Scction 206.
Audit report no. 81-44 "Keview of Selectea AJI.D. -~ Financed

Activities 1in Upper Volta" dateag Fevruary 13, 1981 disclosed
that the governuent haa aisregardea 1ts responsibilitics for
reporting, acpositing, ana jointly programing sales proceeds
generatea trom P.L. 480 Title 11, aonated commoaities.

Since issuance of that report, the country has undergone
several coups d'etat. Also, AlD bilateral program and Mission
staffing have Dbeen  reduced. For exampre, new bilateral
ovligations were cut from $12.85 million in 1981 to $40,000 1n
1984. AID airect-nire stalfing was expectea to decrease from
2) in 1981 to 8 by 1986. Curreutly P.L. 480 Title 11 is the
major U.S. assistance program to Burkina Faso. In 1984 this
assistance totaleu about $14.5 million, as follows:
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Estimated
Value
Metric Tons ($ million)

Regular Progran 19,008 5.2
Emergency~Free Distribution 8,278 4.3
Emergency-Sale 15,000 __5.0

Total 42,286 §14.5

The audit consisted of a limited review of the Government of
Burkina Faso's (GOUB) couwpliance witnh P.L. 480 Title II (Section
200) agreements. Audit work was conaucted during June 1985 in
Ouagadougcu. We interviewed OFRACER and Mission officials and
examineu documentation relating to reporting, decposit, and use
Oi sales proceeus 1n 1984 which totalled about $2.0 million.
The audit also reviewea actions taken to adaress the
deticiencies discloseu 1in our prior report relating to
misappropriations anounting to $4.1 million. The auuit was
conducted 1n accoraance witn U.S. government audit standards
tor financial and compliance audits.

RESULTS OF AUDIT

The  government talled to  comply with written agreenents
requiring botn pronpt deposits of procecas trom food sales and
regular reports on tne sales progran. Altoough the FMission was
able 1o obtain partial GOB repuyment oi sales proceeds, the
governtent wdas delinguent on tne gGeposits by the cauivalent of
$1.0 niiilon and hau not met its reporting responsibility.,

Rec mrencation No, |

We recormend tue bDirector, USAIDL/Burkina Faso notb agree to
turther sales o1 U.S. - donated P.L. 480 Title 11 comnmnodities
until all  regulree counterpart  depogits  arce  made  and  the
governnent aernonstrates ¢ willingness to comply with reporting,
depositing, aha utllization reyuircrents.

Discussion

AID and the GoB signed P.L. 180 Title 11 transier
authorizations which establisned accounting reguiremcnts.
Thesce autnorilzatlions requirea OFNACEK to deposit sales procecods
into a special account to be relesseu, with AID's concurrence,
ior projects intenaeu to hielp alleviate the (ftects ot future
droughts. The authoriza‘ions also required OFNACEK to furnish
monthly reports on comnmodltics receivea, transported, and sold,
as well as the value of proceeds accrued irom sales. AlD
agreed to reimpurse OFNACLR monthly, the costs ot handling,
storage, rebagging, and transportation.
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Between 1971 and 1980 the Unitea States provided about 71,000
metriz tons ot P.L. 480 Title 1I1 cereals to OFNACER for
resale. Local currency proceeas trom the sale o1 these cereals
was about $6.0 million. However, our 1Y8l1 audit disclosed that
OFNACER nhad disregarued reguirements concerning  reporting,
depositing, and programing of about the equivalent ot $4.1
million 1n sales proceeds.

Subsequent to that auait, USAID/Burkina Faso (a) obtained a
report {for the salcs program through 1980, (b) audited tne
report, (c) executed a lO-year repayment agreement for CFA 536
million ($2.6 million) unaccounted for, and (d) obtained
deposits to the special account tor the remaining sums due.
Fellow-up on tne prior auait report in June J985 showed the GOB
Wwas behilnd by CFA 107 million ($.5 million) ir repayments.

Tne audit also disclosed that since 1981 OFNACEK had again
falled to comply with LOth deposit and reporting requirements.,
For example ot the 32,000 metric toens of cereal aonatcea to
Burkina Faso trom 1951 to 1984, 15,000 metric tons of sorghum
werce provided 1n 1964. AID expected the sale ot this ccereal
would resutt 1n  locul currency proceeds of  nore  than $2.0
million. OFNACER received the sorghum commencing in May and
distributea most of the tood by December., However, as of Junc
1945, OFNACLELK had jprovigded the Mission one report  covering
transactions tnrougn  Septemver  19&4. Ot more than CPFA $.2
billion (§$2.6 wmillion) ot salces proceeus,  OFNACEKR ceposited
less than CPFA Tuu nalliion ($1.o million), leaving a accticit ot
the eqguivalent ot §i.)1 rillion.

We  visitea  OFNACER  to  dctermine tne reasons  tor reporting

problems  ane  the status ol the  Kissing  tunds. Otiicirals
attriputea the celays 1o reporting to aitficulty in wubtalning
docuamentation  fron the  alstribution  centerse  ana  the  time

reduired 1ol the GUn Lo Clleck the roepcrts., They stated that,
contraery to  the transter agreenent  provisions, iunds  werc
depotilted  to anothier  account. Tilg  account  could not  be
auditea as, accoraing to OFRACLE otilcials, it contalnceo tunds
trom all donors.

The Mission haa becn aware oi O NACER's buagetary problens tor
some time. An AlL evaluation dated December 19684 noted:

"OFNACEK's commercial wpuying and sclling operations
are very costly. e woulu luge less money by not
puylny any acuestic graln at all., OFMNACLK depends
on 1ncoume 1ealized  from  nhandling  tood  aid  to
bulance  1ts  dokestlc graln marketing  losscs....
OFNACLE can never attora to have a gooa harvest,
tor this woulu causce the pipcline irom abroad to
dry up.... Thercetore, OFNACLK has a very strong



interest in the declaration of food emergencies 1in
Burkina Faso year after year."

Although problems with OFNACER's compliance were known by the
Mission, 1little action was taken. Mission officials agreed
that added efforts were necessary to assure that the GOB and
OFNACER deposit all sales proceeds and comply with requirements
Ot the P.L. 480 Title I1 (Section 206) agreements.

Management Comments

USAID Burkina Faso concurred with the audit findings and
recommendation and initiated appropriate action to correct the
deficiencies. The Mission's response has been incorporated as
Appendix 1.

COMPLIANCE ANDL INTERNAL CONTROL

Compliance

The audit disclosed that the Government of Burkina Faso did not
comply with transfer authorizatior requirements pertaining to
the deposit, reporting, and use Of proceeds from the sale of
P.L. 480 Title II commodities in 1984. This condition was also
noted 1in our 1981 audit of proceeds generated between 1971 and
1980.

Other than conditions cited 1in this report, nothing came to our
attention that would indicate untested items were not in
compliance with applicable laws and regulations.

Internal Control

The audit disclosed USAID/Burkina Faso implemented actions to

correct prior audit recommendations. However, these werce not
enough to cause the Government ot Burkina Faso to abide by
transfer authorization requirements concerning deposits,

reporting, anud use¢ of sales proceeds.

Given the length of time this condition has existed, we believe
the Mission must sccek other options. Tnese might include using
voluntary agencies exclusively to distribute P.L. 480 foods or
intorming the government that P.L. 480 commodities will not be
made available to OFNACER in any year for which OFNACER did not
comply with the transfer authorization of the preceding year.






APPENDIX 2

List Of Report Kecipients

Director, USAID/Burkina Faso
Assistant Admninistrator tor Atrica
AFK/Swh

AFR/CONT

FVA/FEP

EXKL

LEG

OPA

GC

AA/M

M/FL/ASP

SAA/S&T

PPC/CDIE

I1G

1G/PPO

1G/EMS/C&R 1
AIG/h

AiC/11

RI1IC/A/C

R1G/n/K

RIG/A/L

RIG/A/N

RIG/A/T

KIG/A/W

R1G/11/D
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