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UNITED STATES GOVERNMENTo,,, Oo~ormemorcindum 
DATE: October 9, 1985 	 m m r n u 

REPLY TO 

ATTN OF: 	 John P. Competello
 
Regional Inspector enera for Audit, West Africa
 

SUBJECT: 

Audit of Government 
of Burkina Faso Compliance with P.L. 480Title Il Agreements, Audit Report No. 7-686-86--2 
TO: 

Herbert 	Miller, Director, USAID/Burkina Faso
 

This report presents the results of audit of the Government of
Burkina Faso (GOB) compliance 
 with P.L. 480 Title II

Agreements. Tne audit assessea 
compliance, financial 
control,
and accountability of local currencies generated througn sales 
ot Unitea States uonated foos.
 

The report contains one recommendation tor your action. Pleaseprovide written notice witnin 30 days on action 
planned or 
taken to implement the recontmenaation. 

AID has provided assistance to Burkina Faso (iormerly UpperVolta) 	 for more than 10 years. A sigui ficant portion of theassistance has both 	 andbeen regular emergency commodi ties
provideu tnrough the Law 480Public (P.L.) Title 11 program.
Voluntary agencies maznageu ana accountea for commodities
provideu for true distribution. The Burkina Faso National
 
Cereals Ofiice (OFNACER) was responsible for Section 206
comi,,oaities autiiorizfed for resale. USAID/Burkina Faso provided 
oversight.
 

Our oiiice previously reported on problems witi iost country
accountaility of proceeas from foou sales uncier Section 206. , uuit report no. 81-44 "]xcview oi Selectee A.l.D. - Finalnced
Activities in Upper Volta" dateu Feoruary 13, 1981 d isclosedthat tLe cjjuv inrient hau 	 itsaisregardu(i responsibilitie.;
reporting, depositing, 	

for 
ann jointly programing sales proceeds

generated trom P.L. 48U Title 11, uOndted 	 commoditie~s. 

Since issuance of that report, the country has unclergone
several coups d'etat. Also, All) bilateral program annl tlssionstaffing have been reduceu. For exAmple, new bilateral
ouligation-s were cut from 12.8 million in 1981 to $40,000 in1984. AID airect-nire stalfing was toexpecteu decrease
2. in 1981 to 8 by 1986. 	

from 
Currently P.L. 480 Title 11 is themajor U.S. assistance program to Burkina Faso. 	 In 1984 this

assistandu totaleu about $14.5 million, as follows: 
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Estimated
 
Value
 

Metric Tons ($ million)
 

Regular Program 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 (GOB) compliance with P.L. 480 Title II (Section

20b) agreements. Audit work was conducted during 
June 1985 in
 
ouagadougcu. We intervieweu GFNACER. and 
Mission officials and
 
examinea documentation relating to reporting, deposit, and use
 
of sales proceens in 19(34 wnlicil totulled anout $2.b million.
 
The aduit also reviewe(n actions taken to address the
deficiencies uiscJoseu in our prior report relating to 
misappropriations an.ounting to $4 .1 million . The audit was
conducten in accoruance witni U.S. government audit standards 
for fin|anciai.. an& compliancu audits. 

RE.(;UI/JS 01' AUDI T 

The government fdiled to comply with1 written agrcements
requirin~L btni prorqi t aeposits oi proceeds from food sales and 
regular reorts on tnu sales program. Altnonyl ti, j.iLssion was 
able to obtain partial GOB rep!aymeit Of sales proceeds, the 
qove:rnnmont was Ufil n(JbuInt orl toIe' uepusits by thIe euuivalent of 
$1.6 niiiiioi anu hiAu not mut its reporting risponsioility . 

1-4e r(eccmiunu tiiu' Director, USA] b/Purkiima Faso not agree to 
further salus or U.-. - uona tea P.L. 480 Title 11 commodities 
until all r euirLU, coulIturpar t Uepos its are , adte and the 
9overnmeit demonstrates willingness to comply with reporting, 
uepositirig , ano utIli,:,tIon reyIuliMemIts. 

Discu.;s ion 

AID anU tnt GOB signeI.L. P 480 Title 11 transfer 
author izations which esta Ll is Ie accounting requirements.
Tnese authorizations re(juireu OFNACE}L to neposit sales procee!ds
into a special account to b ,eleaseu, witli AID's concurrence, 
for proleCts inltenlo(e to hel) alleviate tie tft.CctS of future 
droughts . The a uthori za, ions also requir ed OFNACL]R to furnish 
montlhly reports onl comjod,,o tjie receive(n, transportech, ald sold, 
as well as thle value Ol proceus accrued from salus. AID 
agreed to reimburse OFNACElh moritrily, the costs of hiandling, 
storage, rebagging, ann transportation. 
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Between 1971 arid 1980 the 
Uniteci States provided about 71,000
 
metri.: tons of P.L. 480 Title 
 II cereals to OFNACER for
 
resa.Le. Local 
curruncy proceeus irom tile sale o these cereals
 
was about $6.6 million. 
 However, our 1981 audit disclosed that
 
OFNACER had lisregaruec requirements concerning reporting,

depositing, and 
programing of about the equivalent of $4.1
 
iilliun in sales procee's.
 

Subsequent to that auoit, USA]ID/Burkina Faso (a) obtained a 
report for tile sales program through 1980, (b) auditedl the 
report, (c) executeu a 10-year repayment agreement for CFA 536 
million ($2.6 million) unaccounted for, and (a) obtained 
deposits to tile special account for thxe remaining sums due.
 
Follow-up on tne prior auoit report 
in June 98L5 showeu tile GOB
 
was behind by CFA Iu7 
million ($.5 million) ii,repayments. 
Tne audit also aisclosec that since 1981 OFNACE}L had again 
faileu to comply with Loth CLeposit anu reporting requirements. 
For example of th. 32,OuU metric tons oi cer z.i uonatcc to
 
Burkina Faso trom 
195i to 1984, 15,UUU metric tons of sorghum
 
were provided in 19b4. AID expecteu the sale ot t is cereal 
woulU rLsuIt 1n ociI cur rency pr oc)ceus of liore tLan $2.6 
mill ion. OFN/.CLE receiveu the soralium commcric ny i n £&, y alld 
distr ibut(ciim)--Ot of tnt rood by bucumnbr. }]owCvcr , as of June 
198f , OLNACLE. nad i-roviueu tile Mission one ieport covering

tranisactions tlloucil Septuelllur 196,' . 01 more than C1-A i.2 
billion ($2.6 I:ailljon) ol salts procceus, OFNACLR cepos ited 
less thicI1 CFA 70u I,1lliol ($I.: million), leavingi a ceficit of 
the euuivalit of $i. m:illLon. 

We V Is Ite C 'IaCL1., t o ut cr 11lint tne reasons for repIort ing
prol] em, ari tie s tatus 1 tI . ,issn1 i iulus. (Ili icialsattxinit~u< tnlt. (t~a' ifn reportur to aitffcuity an 'iotaaningcatti 1)l t aton rnc ti nrJstri b tII ceterItU t an the t InIc 

ol tLlt u a 11 r,rui A e x tt0: to Iec tIU C(,cts 1 . '], 11y stat ed tht, 

contrary to th1e tras i cr agruem:;t provisions, uLls v.cre 
du i 1Lt d to anotIher account. 'I Ii s accoulnt cOU (1 not be 
aucliteu as, accorunily to OFENACEI} otlicials, it Containleu ullds 
iroL all duonors. 

Tile Miss i i;i0h becti aware of 01 tAC,'s iuugetary problems for 
some time. An All evaluation uatea 1ucciber 1964 noted: 

"OFNACE W s commir ci aI I uy n ayri se II i ng op ra t ions 
are very co .tly . I L WoU I OU less moiey b' not 
Uuy 1n any I grca dt ,111 OFNACL mI.ate Usic t,-,tic 
on i ncOre I ,a I i ze ( I r o, hiand t irig t ou a(aJC1 to 
balanlce its es tic C a i 1 mrrct l.ossesIlU0 ( Ii ig .... 
O"NACIALh cain incvcr a ilo' ( to have a goo(i harvest, 
for this woulJU cause tle pIti Ic iroM abroad to 
dry up .... 'Therefore, 01'WACL1% has a very strong 
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interest in the declaration of food emergencies in
 
Burkina Faso year after year."
 

Although 
problems with OFNACER's compliance were known by the
Mission, little 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 JI (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 AND INTERNAL CONTROL
 

Compliance
 

The audit disclosed that the Government of Burkina Faso did not
comply with transfer authorization requirements pertaining

the deposit, reporting, and use 

to
 
of proceeds from the sale of
P.L. 480 Title II commodities in 1984. 
 This condition was also


noted 
in our 1981 audit of proceeds generated between 1971 and
 
1980.
 

Other than conditions cited in 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 were not
enough to cause the Government ot Burkina Faso to abide by
transfer authorization requirements concerning 
 deposits,

reporting, 
anu use of sales proceeds.
 

Given the length of time this condition has exist-d, 
we believe
tnie 
Mission must seek other options. Tnese might include usingvoluntary agencies exclusively to distribute P.L. 480 foods orinforming the government that 480P.L. 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.
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SAIPAC 

1.0L.12356: N/A 
SUBJECT: PL 480 DRAFT TITLE II DRAFT AUDIT REPORT
 

~.RE?: COMFTELLO MEMO I'TD JULY 15, 1995
-MF.LAVEN 


-'1. 
t#BPAVE REVIEWED SUBJECT RFPORT AND
 

CONCU} WITH FINDINGS AND 
PFCO~mJEDATIONS CONITAINFI) TFER.Ii-. IN ATT--rPTN TO 

FSCIVF T?.1 ISSUTES RAISED IN TET /iUI'IT EE1ZR"f 
,ECOMiFNDATI ON, USAII./URK3,,INA EAS ADVISED ' .IN]SrIIHE 


"hitil, oi 
URGE4CY ATTALC,-ir TO ?, ,ISM... WE '011L ADVIF! 
RIG/A/ A0QI,)FVELOFMFNTS AS S0O1 AS POSSIPLl. 

OF FO..... AFFAIRs IN Or }IRECOMmv.IN-ATIOt! A!Aj 

DLILTr- Relates to atter not included in final report 
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APPENDIX 2
 

List Of Report Recipients
 

Director, USAID/Burkina Faso 

Assistant Administrator ior Atrica 
 5
 
AF/S~zi 1
 
AFR/CONT 
 5
 
FVA/IT' 1 
EXkL 1 
LEG 1 
OPA 
 2
 
GC 
 1
 
AA/ M 2 
M/ FM/ASP 2 
SAA/S&T 1 
PPC/CDIE 3 
IG 1
I G/ P1P 0 

lG/EMS/C&R 12 
AIG/A 1 

PlC</A/c 1
 
I G/A/K 
 1 

RI G/A/IN 1 
RJ G/A/N 1 
RI C /A,' T 

iJG/A/ 1 
lUG! 11/b 


