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MEMORANDUM FOR A1D Represe

FROM: RIG/A/WA, JoHh

SUBJECT: Audit of P.L. 480 Title II Programs - The Gambia

This report presents the results of audit of P.L. 480 Title 1II
programs in The Gambia. Please advise me within 30 days of any
additional information relating tc actions taken or planned to
implement the audit recommendation. We appreciate the
cooperation and courtesy extended our staff during the audit.

Background

In fiscal years 1984 and 1985, the Office of AID
Representative/The Gambia (OAR/G) provided 13,150 metric tons
of rice to the Government of The Gambia (GOTG) under two P.L.
480 Title 1II emergency programs. About 6,248 metric tons of
this rice were sold for about $1.8 million in 1local currency.
The GOTG used a portion of the local currency to help pay for
distribution of groundnut seeds needed as a result of the 1984
drought.

On July 18, 1986, a three-year P.L. 480 Title II Section 206
agreement ~as sigqned to provide 24,000 metric tons of rice to
the GOTG. Sales of this rice were expected to amount to $7.2
million in local currency.

Audit Objectives and Scope

The Office of the Regional Inspector General for Audit/West
Africa (RIG/A/WA) made a financial and compliance audit of the
F.L. 480 Title II program in The Gambia. The 1984 and 1985
emergency food programs and the 1986 Section 206 program were
reviewed. The objective was to determine if the GOTG complied
with AID requirements to (1) deposit commodity sales proceeds
in special accounts, and (2) submit program reports. This
audit was part of an Africa-wide effort, led by the Office of
the Regional Inspector General for Audit/East Africa, to
evaluate the control over and use of local currency. Other
information concerning The Gambia program may be reported by
that office.
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The  audit reviewed the OAR/G Bystem for monitoring GOTG
compliance with the program, including controls over sales
procecds. OAR/G officials were interviewed, and program files,
documents and financial statements werc examined. The audit
was conducted in Auqust 1986 e&nd made in accordance with
generally accepted government auditing standards.

Results of Audit

The GOTG did not fully comply with AID requirements contained
in the 1984 and 1985 agreements to (1) promptly deposit
commodity sales proceeds in special accounts, or (2) submit
program financial reports. Recently, OAR/G had strengthened
its monitoring and control of sales proceeds. For example,
OAR/G required separate special accounts for each P.L. 480
Title II program to help prevent commingling of funds. Also,
the 1986 agreement required that local currency be deposited in
an interest-bearing account.

Nevertheless, non-compliance with provisions of the 1984 and
1985 agreements was a material internal control weakness.
Therefore, we recommended that the OAR/G improve controls to
monitor GOTG compliance with P.L. 480 Title II program
agreements.

Need to Better Monitor Compliance With Program Agreements - The
GOTG did not promptly deposit commodity sales proceeds in the
special accounts, losing the opportunity to earn about $100,000
of interest. The GOTG did not submit required monthly reports
for the 1984 and 1985 programs. Also, lengthy OAR/G delay in
payment of authorized expenses caused unnecessary local
currency expenditures of about $95,000. The OAR/G needed to
improve its system for monitoring compliance with the P.L. 480
Title II program agreements.

Discussion - The 1984 P.L. 480 Title II agreement required the
GOTG to deposit about $500,000 of local currency in a Central
Bank special account. The agreement implied that full deposit
was to be made before commodities were sold with an initial
deposit of 25 percent or about $125,000. The 1985 agreement
differed by requiring a deposit of about $450,000 in local
currency 15 days after the food was available for sale. The
GOTG agreed both years to submit monthly reports, including
amounts of currency generated, interest accrued, and deposits
and disbursements in the special account.

The GOTG did not deposit commodity sales proceeds in special
accounts as agreements specified, or comply with reporting
requirements. For 1984, the GOTG deposited the required
initial payment of 25 percent. However, the remainder of the
1984 monies were not deposited in the special account until
January 17, 1985, after the GOTG 80ld the commodities to its
food distribution agency. This deposit was to the wrong
account, and the error was not discovered until March 19,



1985. In commenting on the . draft report, OAR/G Baid the GOTG
deposited the money before sale as required, but the Central
Bank failed to make timely deposit to the appropriate account,
The factsr indicate that the majority of funds were not
deposited in the special account unti)l after the commodities
were sold.

Proceeds from the 1985 program were also deposited late. About
$450,000 in sales proceeds were deposited in the special
account eight months after the agreement deadline. In
commenting on the draft report, OAR/G said circumstances were
such that it was difficult to trace the money and rectiy the
problem,

The GOTG also did not provide the required monthly reports for
the 1984 and 1985 programs. These reports would have assisted
OAR/G in monitoring the timeliness of deposits under the 1984
and 1985 programs.

Because deposits were delayed to proper accounts, the
opportunity to earn interest on account balances was lost. Had
deposits been made as required, funds from the 1984 and 1985
programs could have earned about $100,000 in interest. The
average annual sales proceeds expected under the 1986 program
could earn about $300,000 of interest.

In commenting on the draft report, OAR/G agreed that under
normal economic conditions, local currency should be deposited
in an interest-bearing account. OAR/G would have considered
this if AID/W or the Regional Food for Peace Officer had 80
instructed. OAR/G argqued that during 1964 and 1985, ¢the COTC
banking sector was operating under strict interest rate
ceilings which eroded its ability to sustain interest payments
on savings accounts. Under these conditions, OAR/G concluded
it was virtually impossible to establish an interest-bearing
account at that time. OAR/G stated that the proceeds from the
1986 program will be placed in an interest-bearing account
since the country's economic situation had changed.

The audit also found that authorized disbursements of about
$460,000 in local currency were not promptly paid, resulting in
interest expenses of about $95,000. 1In 1985, the GOTG borrowed
money to finance distribution of groundnut seeds.
Subsequently. the GOTG requested OAR/G approval to transfer
funds from the special account to pay off part of the 1loan.
Eleven months later, OAR/G approved the transfer. By that
time, $95,000 of interest expensee had accrued, representing
about 20 percent of the authorized disbursement. The delay
occurred because OAR/G believed additional Bupporting documents
were needed from the GOTG, but did not specify which ones.
OAR/G's oversight of account disbursements could have been
improved if the GOTG had provided the required monthly reports
and the Central Bunk had provided account statements.



In commenting on the draft report, OAR/G agrecd the payment  had
been desayed by 1) months but said that twe sensitive factors,
which were not  documented, contributed to the delay. OAR/G
cited (1) possible GOTG recconsideration of its request to pay
for groundnut secd distribution, and (2) large scale corruption
at the responsible government agency.

Although OAR/G was responsible for monitoring compliance with
program agrecments, it had not established an effective
system. The system

-~ did not rely on periodic bank statements or other
accounting dccuments. However, had a commercial bank been
used to deposit sales proceeds, the possibility of
commingling these proceeds with other government funds
could have been reduced and a better audit trail could have
been provided.

-- did not provide regqular review to determine if sales
proceeds were being deposited and disbursed in accordance
with agreements, and if required reports were regqularly
submitted. Systematic review would have highlighted the
need for management action to obtain host gcvernment
compliance.

In commenting on the draft report, OAR/G provided additional
information on its proposed monitoring system and outlined
procedures to avoid problems encountered in the 1984 and 1985
programs. Proposed procedures were: (1) establish an Executive
Steering Committee composed of GOIG and AID representatives,
(2) define and schedule events and reports, (3) expand OAR/G
oversight from ocne project officer to a committee, and (4)
satisfy seversal conditions before authorizing additional
commodities and use of funds.

Recommendation No. 1

We recommend that the AID Reprefentative, The Gambia, establish
an effective system to monitor compliance with P.L. 480 Title
I1I program provisions. The system should include (1) review of
Central Bank account statements, (2) regular monitoring of
compliance with program provisions, and (3) effective
enforcement procedures.

OAR/G expressed a number o. concerns about the draft audit
report, including that the auditors had not sufficiently
explained that a separate report on The Gambia would be
issued. Also, OAR/G said the report omitted certain facts,
contained some inaccuracies, and was misleading in some cases.
OAR/G provided additional information on deposits to the
special account, interest, and payment for groundnut seed
distribution. 1In addition, OAR/G said it had designed a system



in  the 1986 Program Assistance Approval Document to strengthen
program monitoring and control. However, OAR/C stated that,
instead of a8 commercial bank, the Central Bank would hold the
special account deposits. Under 1International Monetary Fund
guidelines, all government  transactions must be processed
through the Centrel) Bank; hence, it was not possible to usc¢ a
commercial  bank. The complete text of OAR/G comments is in
Appendix 1.

OAR/G comments have been considered and changes have been made
to the report as appropriate. RIG/A/WA believes that OAR/G
officials were appropriatcely advised, both at the beginning and
end of audit ficld work, of the potential for reporting on The
Gambia P.L. 480 Title I1 program. Also, audit issues contained
in the draft report were discussed with the AID Representative
and other senior OAR/G officials when audit field work
concluded.

The uuditors reviewed all files made available to them. When
the issue of earning interest on special accounts was
discussed, OAR/G officials did not know why the special
accounts for 1984 and 1985 had not been established. Based on
the auditors' request, the OAR/G project officer searched for,
but could not find, records or other documentation on this
issue. RIG/A/WA suggests that, in the future, OAR/G better
document program decisions for subsequent audit.

OAR/G's plan to improve monitoring of GOTG compliance with P.L.
480 Title 11 agreements is responsive to the report
recommendation. The use of the Central Bank rather than a
commercial bank is understood under the existing circumstances
in The Gambia. Therefore, the draft report recommendation was
changed. The recommendation is considered resolved and will be
closed upon satisfactory evidence that the Central Bank is
providing periodic statements of account.
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Fage 1 of 6
ACTION: RIG INFO: DCM
VICLCTAALSIESCO7E 1L0C: 039
OC RUTADS 5 NOV g6
DE RUFHIL #3431/01 3091282 CN3 34741
INR UUULU 2ZH CHFG: AID
0 0512262 NOV &6 DIST: AlD

FV AMEMBASSY BANJUL

TO RUTADS/AMEMBASSY DAAAR IMMEDTATE 10€7
INFO RUFHC/SECSTATE WASHDC 14R4

FT

UNCLAS SECTION €1 OF @4 BANJUL p243)

AIDAC

DAXAR FOR JOHN CCMPETELLO, RIG/A/WA;
SECSTATF FOR FVA/FFP VOGLEF, AND AFR/SVA

F.C.1235€ N/A
SUFJECT: DRAFT AUDIT REPORT OF PL~4&? TITLE IT PROGRAMS
THE GAMBIA DATED SEPTEMBER 23, 19k€

FE¥: A. COMPETELLO MEMCRANDUM SFPTEMEIFR 28, 1908€,
- B, STATE 332023

1. VMISEION WAS SURPRISED TO RECFIVE SUBJRCT REPORT
LABELLEL AS QUOTE AUDIT REPORT UNQUOTF. I™ WAS OUR
UNCERSTANDING FROM AUDITORS WHO EXAMINFL OUR FILFS TRAT
THIS EXFRCISE WAS A QUOTF REVIEW UNQUOTE - AN INFORMAL

LCCx AT THE KECORDS. WE HAVE NO OFJECTION TO THEF REPORT’S

BEING FORMALIZYD AS AN AUDIT FXCEPT TO NOTE THAT WE

WOULD HAVE INSISTED ON A FULL REVIEW OF FINDINGS FEFORE
TEE AUDITORS DEPARTEL HAD WE KNOWN TRAT THE DRAFT REPORT
WAS INTENDEL FOR LISTRIBUTION OUTSIDF THF MISSION. SUCH
A REVIEY WOULD HAVE GIVEN US A CHANCE TC SUPPLY ADDITION
FILES TO THE AUDIT TEAM AS WELL AS INFORMATICN NOT IN TH

AL
E

FILES TO GIVE THE AUDITORS A MORE COMPLETE PICTURF OF THE

PROGRAM AND TO EXPLAIN WHY THF PROGRAM WOR<ED THW WAY IT

DID. IN THE EVENT, WE ARE SUPPLYING SUCH INFORMA-
TION BEKEIN. THE FOLLOWING COMMENTS COVER ThOSE

FINDINGS OF THF DRAFT WHICH THE MISSION FEELS ARE INACCU-

RATE OR NOT SUFFICIENTLY EYPLAINID.
2. ON PAGI 3 AND 4 UNDER PARAGRAPH STARTING QUOTE
LISCUSSION UNQUOTE THF REPORT STATES QUOTL THE 1964
AGREIMENT DIL NOT ESTAPLISH A TIME FRAM} FOR FULL DEPOSI
OF SALFS PROCEEDS, UNQUOTE. THIS IS MISLEADING RECAUSF
¥E DID NOT WAIT FOR COLLECTION OF SALES PROCEFDS JUT
INSISTEL THE GOVERNMENT DEPOSIT A SUM FCUAL T0 EVFNTUAL
PROCEEDS IN ADVANCF OF SALES. THF MEMORANDUM OF
UNDERSTANDING COVERING THF 1984 ACREEMENT STATED IN

PARA 4-DEPOSIT OF PROCEEDS; QUOTE THE GOTG WILL DEPOSIT
IN A SEPAKATE DEPOSIT ACCOUNT AT TRE CENTHAL BANi AN
AVOUNT EQUAL TO THY ENTIRE STOCK AUTHORIZED FOCR SALF
(I1.E, 2,400 MT DH66/MT DALASIS 2 #78,400), OR A LESSER
AMOUNT EQUAL TO THF STOCx THE GOT¢ IS PREPARED 70
PELIASE JOR SALE. IN AN CASE, THE INITIAL AMOUNT
DEPOSITED AND MAINTAINED IN THZI ACCOUNT WILL PE AT LEAST
CNL QUARTER OF THE TOTAL AMOUNT TO BE SOLD. UNQUOTE.

UNCLASSIFIED BANJUL 0034
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Appendiy )
UNCLASEIFIED Page 2 of 6

UNDER THIS SYSTFM THF GOTG DFPOSITED THY PRICE OF THE
FICF BYFORE SALF RATHER THAN WAIT FO% COLLECTION OF
SALFS PHOCREDS. THF AMOUNTS WEKF THANSFFREFD AS
FOLLOWE: CN 14 NOVEMLEF 10P4, D52(¢,P0P OR ONF-}OUKTH

OF TOTAL TO BEF SOID, AND ON & JANUARY 149 THT RALANCYF
L2,07t ,400 WAS TRANSPFRERREL TO THE CENTRAL PAN¥ . UPON
NCTIFICATION OF THESF TRANSEIRS USAI' CONSIDFH}DL THE
CONDITIONS OF THI¢ PARAGRAPH STATISFIFI'. 17 VAS ONLY
LATER THAT W} LEAFNEL FROM THE ACCOUNTANT GENFRAL’S
OFFICE TEAT THF CENTRAL BANr HAD FAILED TO DEPOSIT TH¥
FUNDS 17 HAD RECEIVEL INTO THE APPROPRIATF ACCOUNT IN

A TIFFLY FASRION. THE ACCOUNTANT GENFRAL PUUYSUED Th}.
MATTER AND 1T WAS EVENTUALLY RESOIVEL. 1IN ANY CASE,
FXCEPT FOR THE INEFRICIFNCY OF THF CFNTHAL BANk, THE
GCVELRNMENT OFFICES CONCERNED (DROUGHT RFLIFF COMMITTEE,
VICE PKESIDENT’S OFFICE AND GPMB) LIVEDL' UF 70 THe TEERMS
OF TdlL AGRFEMFNT,

J. THF COMMENT (PAGR 4 PARA 2) THAT, QUOTF THE 1G4
INITIAL ILPOSIT OF ABOUT D5¢e,0@@ wAS NOT MADE UNTIL

S5 MONTHS AFTER Th} FOOD ARRIVED UNQUOTF IS MISLEADING
BECAUSE THE DEPOSTTS WERFE PFQUIREL NCT ON ARRIVAL OF
SHIFMENT BUT BEFORE SALE. THE DEPOSITS IN NOVFMBER AND
JAKUARY WERE CCNSISTENT wITH ThIS AGFLEMENT. NOTE ALSO
TEAT THE INITIAL DEPCSIT WAS DALASIS 520,022 NOT QUOTY
DOLLARS 520,000 UNQUCTE. THE KWEPCRT SHOULD EF CHFCKEL
YOR LABELLING ACCURACY THROUGHOUT, ESPFRCIALLY WHYRE
SUPPOSEL INTEREST INCOMF IS MENTIONED.

4. THE REPORT IS CORRECT IN STATING THAT PROCKEDS FOR
THE 1S£5 PROGRAM WERE NOT DYPOSITED ON TIME. (THE MEMO
OF UNDERSTANTING REQUIRED PROCEEDS FOR THIS SHIPMENT

TC 1Y DEPOSITED 15 DAYS AFTER SALF.) OUR INITIfIL
INQUIRY TO THE DROUGKT COMMITTEE FROUGHT WORD FROM THF
VICL PRESIDENT’S OFFICE ON OCTOBER 2€ THAT THE PROCEFDS
EAD YEEN COLLECTEL. THEIR DFPOSIT WAS TO HAVF FOLLOWED
AUTOMATICALLY., IT WAS NCT UNTIL FERRVARY, HOWFVEk, THAT
WE FORMALLY ESTAELISHED THIS DEPOSIT HAD' NOT EBEEN MADS.
BECAUSE OF CHANGES IN PRRSONNEL IN THF CENTRAL BANg, THE
AESENCE OF KNOYLEDGEABLE PERSONNEL IN THE ACCOUNTANT
GENEEAL’S OFFICE, IN GPMF, AND IN THE VICE PRESIDENT’S
OFFICE, IT WAS DIFFICULT TO FIND OUT JUST WHFRE TEE
MCNEY WAS AND TC GET THE PROERLIM RECTIFIED. THE ELAPSED
TIME FROM TEE SALF ITSELF TO AUTHORIZED TRANSFFR OF THF
PROCEFEDS WAS ABOUT SIX MONTHS. AGAIN WY HAD TC PROD THE

UNCLASSIFIED BANJUL @03431/01
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UNCIAY SECTION ¢2 OF va AANIUT prgry Page 3 of ¢

CINTEAL RANK TO MALE THE TRANSYFR WHICH THEY FINALLY DID
TWO MONTHS LATEK. THE MISSION ALEWTED THY MINISTER OF
FINANC: FARLY ON IN THIS PHOCFSS AND HF wAS ACTIVETY
INVOLVED IN CARRYING I% THWOUGH 70 TH¥. IND,

. ON FAGF 5 OF THF KEPORT IT IS STATHL THUAT THE MISSION
MANAGI:MYINT SYSTEM DID NOT QUOTE INCLUDS AN FFFECTIVFE
POLICY TO ENFGRC™ PROVISIONS., FOK EXAMPLY. THF OAW COULD
HAVE CREATED A POLICY TO DELMY SUFSEQUENT FOOD SEIPMINTS
UNTIL OUTSTANDING PROCEEDS FhOM PRIOP WROGKAMS WERF
DEPOSITEL UNQUOTF. IN FACT, THE MISSION TID EAVE SUCH A
POIICY ANDI' FMPLOYED IT AS THE AID REPR®SENTATIVE’S
Li"TFRS OF MARCH 12, 1GRE ANI MAY 2@, 1GHe TO TEE MINISTEH
CF FINLLCY AND TRADE ATTEST. COPIES OF THESF LETTERS ARE
IN THE TITLY 11 PL-4%¢ SECTION 20C PROGKAM FILF. FOTH
LETTEKS INDICATED DFIAY CF ANDL POSSIILF CANCFLLATION

OF THE 20€ PROGEAM I¥ THL FUNI'S COLL*CTED AS PHOCREDS T0¢
SALE OF THF 19¢'5H ¥MFRGENCY RICF SHIPMFNT ¢ RF NOT
D¥POSITEL TC THF PROPEF ACCOUNT. WF WOULL NOT HeVI
SIGNFD THE TA FOR THY 205 PROGRAM JF THFS® D¥POSITC

WEFF NCT MALF. HAPPILY THF GOVFVRNMENT STRKAIGHTENED

OUT ITS PROLLE™S AND MADE THE DEPOSIT IN TIMF 30 AVOID
THIS.

€. THE AULIT REPORT STATES THAT THE LCCAL CURFFNCY SHOULD
HAVE BFEN DFPOSITED IN AN INTERFEST-EFARING ACCOUNT.
UNDER NORMAL ECONOMIC CONDITIONS THIS WOULD HAVE BEFN
ADVISAZLY AND, IN ANY CASF, WE WOULD HAVE ACTIVRLY
CONSIDIRED IT HAT WE BEEN SO INSTRUCTED RY AID/¥ OR

THE RFFPO. DURING 1964 AND 1985, HOWEVER, TXF BANAING
SECTOR WAS OPERATING UNDFE STRICT INTEREST RATF CEILINGS
WRICH ERODED ITS ABILITY TO SUSTAIN INTERFST PAYMFNTS

ON SAVINGS ACCOUNTS., THF CENTRAL BANx, FOR ®X:MPLF,

WAS LIMITED BY GOVERNMENT TO CHARGING ONLY & TO 11
PERCENT ON ITS LOANS TO GOVFRNMENT STATE-OWNED
ENTEVPYTSFS, COMMERCIAL RANnS OPERATED UNDER SIMILAR
CONSTRAINTS REGARTINT INTEREST RATES ON LOANS T0 THE
PRIVATE SECTOR. WITH ANNUAL INFLATION RATES OF 15.6 PER-
CENT (16E84) AND 21.7 PERCFNT (1985), EANLS WERF LOSING
MONEY ON THEIR LOANS, RENDERING THEM INCAPAILF OF PAYING
INTEREST ON LEPOSITS SUCH AS OURS.

INDEED, BAN:S WFRE NOT ENCOURAGING SAVINGS ACCOUNTS
FECAUST PAYING INTEREST ON DEPOSITS INCFEASED THEIR
LXPENDITURIS., GIVEN THIS ENVIRONMENT, IT WAS

VIPTUALLY IMPOSSIELE FOR US TO ESTAELISH AN INTFREST-
BEARING ACCOUNT AT THAT TIME. FYI: 1IF THE MACRO
ECONOMIC SITUATION waS STABLE, I¥ TREF COUNTRY’S FINANCES
WERE 1IN ORTFR, AND IF THESFE FUNDS WEkE BEING USED FOK
MICKO ECONOMIC PURPOSES, THFN LATF DFPOSIT OF SALES
PROCFEDS WOULD HAVF REPRESENTATED A QUOTE MATERIAL
INTERNAL CONTHOL ¥EA:NESS UNQUOTE. (DRAFT REPORT PAGF 3
SECOND FULL PARAGRAPH). FOWEVER, IN OUF PARTICULAR
gﬁgC?;?TANC!S LFSCRIBED ABOVE WE LON‘T PELIEVE TREY DID.

7. THE ECONOMIC SITUATION IN THE GAMBIA RECFNTLY
CHANGED AND OUR SECTION 206 FROGRAM REFLECTS THOSE
CHANGES AND CONFORMS TO THE AUDIT RECOMMFNDATIONS. THE

(\
UNCLAS SECTION 22 OF @4 FANJUL @443
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UNCLAG SFCTION @2 OF @4 BANJUL ¢r43) Page 4 of ¢

LOCAL CURRFNCY WILL PE DYPCSITED IN AN INTEASST-EFARING
ACCOUNT AT THE CENTKAL BANv., IT wt$ NCOT POSSIPLE TO
FYTABLICE THE ACCOUNT AT A COMMEVCIAL KAN. RFCAUST UNDEMN
IMI GUILFLINFS, IMPOSED AS FPART O} THFEIR STAND-RY
AGHE}MENT, ALL GOVERNMENT THAMSACTIONS MUST 1}F

PROCESEED THROUGH THY CENTHAL EAN/ TO FACILITATE THE
FCNITOKING OF FINANCTAL TARGITS, ANT NOW THAT THu
GOVEKNMENT FAS ARCLISHED THV CEILING ON INTRRFST KATTS,
TFF CE"'YRAL BAN- AND COMMEKCIAL BANLS CAN CHARGE FNOUGH
INTEK!ET ON THY1K LOANS TO RFCOVEK THRIK COSTE AND
SUSTAIN INTERFST PAYMFNTS ON SAVINGS ACCOUNTS,
FURTHEKMORE, A FRITISH BANCING FXPFET HAS TERN APPOINTED
SLNERAL MANAGER OF TH} CENTRAL BAN. ANT. ™0 OTHEF
FXFATHIATE ADVISORS HAVE BFEN PUT IN hFY POSITIONS
WITHIN THE BANK TO ENSURFE THAT PROPER BANSING PHOCFDURFEC
AR} TOLLOWED (F.G. NC COMINCLING OF FUNDS),

AN THLT LOCAL STAFF ARE TRAINED IN THFSE MODWEN
MITECDS, TO0. WITH THY INSTALLATION OF

COMPUTYR EQUIPMEINT TO UPDATE THF WFOLF ACCOUNTING SYSTEM,
THY CENTHAL BANY WILL DE ARLE TO PROVI™ USAID WITH
PERIODIC STATEMENTS OF ACCOUNT ACTIVITY AS WiT],

FYI: LDIPOSITING FUNDS IN COMMERCIAL EANKS IS NO GUARANTEY

OF RICFIVING MONTHLY STATEMFNTS., FND FYI.

UNCLAS SECTION 0Z OF ¢4 BANJUL 23431
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UNCLAS EECTION ¢ GF ¢4 ZANJUL P345) Page

e ON PAGF 4 LAST PARPGHAPH THF RFPORT SAYS QUOTS In
RLILITION, AUTHORIZED' EYPENSFES WERFT NOT PROMPTLY pAID
FISULTING IN UNNFCPSSARY INTEREST EXPFNGE OF 109,000
UNQUOTF, TEIS BFFFPS TO PAYMFNT FOR S1YD DISTRIFUTION
MAD: BY THF GAMEIA COOP NNIOQw (GCD) FOF THE 1045 FLANTING
SEASON. I7T 1S TRUF THAT IT DID TArE 11 MONTHS TO PAY
THIY CLAIM AND PART OF THF REASON WAS THAT SUFFICTENT
SUFFORTING DOCUMUNTATION WAS NOT PFESENTEDL. IUT THEPE
Win: TWO GTHER FACTORS WHICH CONTRIRUTYD TO THE DFLAY
AR vEBr SENSITIVE IN NATURE, AND NOT DOCUMENTFD IN

1L+ FLIES.  FIRST, THR GOVERNMENT WAS FACING A TRYMINDOUS
FINALCIAL PUKDEN }uCAUSE OF THE GAP FETWEEN THF PLICH

IT wOULL RECRIVF ON WORLD MARLETS }OR ITS CROUNDNUT
E2POETS AN THE PRICE IT WAS COMMITTLD T0O PAY FARMERS.
CE~TAIN HIGH RANZING CRIICIAIS wirXE CONSIDFRING
VITHDIAWAL CF THE REQULST TC PAY FOR GROUNDNUT SEED
LISTRILUTION IN CPI1® 50 USEL THE FUNDS TO fOVYY THIS

GAP IN GROUNDNUT FRICZS. WPILE WE WERE NEVER TOLD
CrplCI+ILY NOT TC PAY THE CLAIM, WE wxRE NOT ENCOURAGED
T0 PAY IT PROMPTLY EITHER. THE SECOND RFASON FOR THE
DLLEY WAS THAT LAKGE SCALE CCRRUPTION WAS DISCOVFRLL

AT THY GAMIIA CCOPERATIVE UNION (GCU). THEI® 10GC'S WERE
INPOUNDED AND MUCH Of TH¥ LEADERSHIP WAS EITHIR

UYLER AKREST OR INVESTIGATION FOR VAFIOUS CRIMES. AS &
R}SUIT, THERL WAS NO ONF IN THEZ FINANCIAL MANRGEMENT
STAFE OF THE GCU TO vOk. «ITH TO OFTAIN TH® DGCUMENTATION
REQUIREL FOR PAYMINT., AS SO OFTEN HAPPENS IN THESH
SI1UATIONS, IT TUO- MONTHS FEFORE WE COULD PE SURE THAYT
dbr SXXl DISTRIBUTION HAD BEEN PHOPERLY MADE, THAT

Fulhbs YOR SEED DISTRIBUTION FAD IN FACT RFEN USED FOF
THLT PURPOSE, AND ThAT TEEFE WAS AN ACCOUNT AT THT
COMMzHCIAL DEVELOPMENT BAN¢ ACCURATELY RFFLECTING THE
EALANCY OWEL, ONCE WE WERE CEPTAIN THAT EVEPYTHING

WAS IN CRDER, WE AUTHORIZEL THE TRANSFEr OF FUNDS,

WEICE wAS EYFECTED WITHIN ONi WEFr., THF OTHER ISSUE

LI ZELEMN INFORMALLY SFTTLZD IN FEBRUARY OF 19B8€ WHFN

Tuk GOVERNMENT DECIDED TO USY THY FUNDS TO REIMRURSE

GCU INSTEAD OF USING THEM TO CCVER GKOUNDNUT FRICES.

S, rrCOMALNDATION 1 REQUIKES THE ESTAELISHMENT OF QUOT
AN T}FECTIVE SYSTELM TO MONITOR COMPLIANCE WITH P.L.

4td PROGRAM PROVISICNS UNQUOTE. TKE PROGRAM

ASSISTANCE APPEOVAL DOCUMENT (PAAD) FOR THF PL 4&¢
TITLY 11 SECTION 2@6 PROGRAM, SECTION VI, IMPLEMFNTATION
PLEN, PAGLS 64=72 DESCRIL¥S THE EFFECTIVE MONITORING
SYSTE 70 YE ESTARLISHED FOR THIS FROGRAM., THE MAIN
COMFCNLNTS ARE AN EXECUTIV: STxFRING COMMITTEE COMPOSED
Ck GCTG ANL AID REPPFSENTATIVES., ESTABIISHMENT OF THIS
CCMMITTEE VILL AVCGID THY PROKLEMS WE ENCOUNTERED IN
EATLILF SALES PRO"vaMS WHEN WE DEALTH THROUGH ONE
INPIVIEUAL ¥hO DIt nos/ HAVE SUFFICIENT OR CONSISTANT
C1utr FACK UP.  ALSO IN THIS PHOGRAM, THE VARIOUS
ViNTS FRQUIRING ACTION AND THE RFPORTS KEQUIRFD ARE
CLEAKLY DEFINED AND SCHEDUIFD SO THAT ALL PARTIFS
INVOLVE] UNDERSTAND WHAT 1& REAQUIREDL. THIS LI€T 1g
FYING KE:INED AND FXPANDFD AS NFCFSSAKY., MISSION
hYPRESENTATIVES HAVE EXPLAINED THI IMPLEMENTATION

UNCLAS SECTION @3 OF ¢4 BANJUL 47431

n

of ¢


http:F7PN?.FS

Appendix
UNCLAS SYCTION €7 CF ¢a PANIUL 02431 Paue 6 of 6

BEQUINRCENTE TC MIYTSTRY OF FINANCE AND TEADE (MOFT)
ORPICEALY AND WILL FNSURE THAT THY OTPC] STHFRING
COMIImMEY MEMBRRS UNTFRSTAND WHAT 1S BYVECTRED CF THEM,
VITHIN THe MISETON, OVRBRSIGHT HAS 1REN VYPANDIET FLOM

ON: PROJECT OFRICHE TO 2 COMMITTYFE, INDIVIDULL MEMERCC

O} wulCd WILL FAVE RESPONSTIILITY FOH CIWTAIN ACPICTS

Cr Trr PNOGHAM.  ThY COMMITTRE I& FSTAFLISEING A VRERT
SYSTIM wEICE WILL BY REGULARLY RPVIFPFT FOR COMPLIANCY,
1,  9+k PAADL AND THE TA CONTAIN SEVEFRAL CONDITIONS

vEICH MUST BY SATIEFIFDL 2prCRY SUCCESSIVE CALIS ¥ORWARD
AND LEr OF FUNDE ASCOCTATY¥D WITH THEM WILL }F: AUTHORIZED.
THISY MEASUKED Awr TL® BASIS OF THE QUOTE EFFRCTIVE
En¥CFCIMANT FROCKFILURES UNQUOTE CALLED FUW ¢Y Thk AUDITORS

11. KICOMMENDATICON 1 SUGSESTS THAT AN YFFECTIVY
MOCNITORING SYSTREM SHOULL INCLULL ACCCUNTS IN A COMMYTCIA)
FaN. . FCR REASONS DESCRIKED ABOVE, TRPOSITS ¢111 »¥F MADE
7O CLNTxAL PAN- ACCOUNTE. HOWEVER, THY C(C*"TRAL FANK WILL
PAY INTYERST ON Th#¥ TITLK 11 PROCYuDS 2CTOUNT ANL HAS
ASSUKEL US THRY WwILL PROVIDE E:YPORTS ON EACK TPANSACTION
ANL FEPIGDIC RFPCHFTE ON TEE CTATUS OF TEE ACCOUNTE.

THIL SEOULD TArY CAR® G TV¥0O PRINCIPLY DEFICIINCIFS

C¥F THY PLIOK PROGEAMS NOTED }Y THF AUDITORS.

12. MISSION NCTES THAT IN SEVERAL PLACES ON PAGES FIVE
ANTL SIX OF THE DRAFT REPORT THERF 1S COMMENT TFAT THE
‘MISSION AGRERS, AC-NCWLFDGES, OR BELIEVES., WF FEEL
THAT TE1S SORT OF CCMMENT SHOULD YE LEVT OUT OF THE
FINAL K}PORT. 1IN OUR ESTIMATION THE REPORT SHOULD BF
FESTRICTED T0 THE FINDINGS AND RECOMMENDATIONS OF TPF
AUCITCRE. OFFICIAL MISSION COMMENTS ARF INCLUTED IN
THIS REPLY.

12. W& LOO:. FORWARD TO RECEIVING YOUR FINAL RFPORT AND
ANY COMMENT YOU WISH TO MAYE ABOUT OUR RF¥SPONSF TO TEE
DRAFT,

HORCalTZ
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n3431

NANN

UNCLAS SICTION 04 OF 04 BANJUL 03431

\\;



Report Distribution

AlD Representative, The Gambia

AA/AFR

AA/M

AN/FVA/FFP
AFR/CONT

AFR/PD

AFR/SWA

AA/XA

LEG

GC

XA/PR

M/FM/ASD
PPC/CDIE
REDSO/WCA
REDSO/WCA/WAAC
USAID/Burkina Faso
USAID/Cameroon
USAID/Cape Verde
USAID/Chad
USAID/Ghana
USAID/Guinea
USAID/Guinea-Bissau
USAID/Liberia
USAID/Mali
USAID/Mauritania
USAID/Niger
USAID/Senegal
USAID/Sierra Leone
USAID/Togo
USAID/Zaire

1G

AIG/A

I1G/PPO

IG/LC

IG/EMS/C&R
AIG/11
RIG/11/Dakar
RIG/A/Cairo
RIG/A/Manila
RIG/A/Nairobi
RIG/A/Singapore
RIG/A/Tegucigalpa
R1G/A/Washington

Director PSA wWashington (I1G)

Appendix 2

No. of
Copicek
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