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UNITED STATtS OF AMERICA
 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

OFFICE OF THE REGIONAL INSPEC1OR GENERAL FOR WEST AFRICA
 

UNITED TAILS ADDRESS 
INTERNAIONAL ADDRESSRIG / DAKAR 

RIG /RDAKARAGINCY FOR INIERNATIONAI 
C/o AMERICAN EMBASSYDEVLLOPMEN 
B.P. 49 DAKAR, SENEGAL

WASHINGTON, D.C. 20523 WEST AFRICA 

November 21, 1986
 

MEMORANDUM FOR AID Repr 
 i The Gambia, Byron Bahl
 
FROM: RIG/A/WA, Jo N>mt o
 

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

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

Background
 

In fiscal years 1984 
 and 1985, the Office of
Representative/The AID
Gambia (OAR/G) provided 13,150 metric tons
of rice to the Government of The Gambia 
 (GOTG) under two P.L.
480 Title II emergency programs. 
 About 6,248 metric tons of
this rice were sold for about $1.8 
 million in local 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 eas siqned 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
P.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.
 



The audit reviewed the OAR/G system for monitoring GOTG

compliance with the program, 
including controls over sales
 
proceeds. OAR/G officials were Interviewed, and program files,

documents and financial statements were examined. 
The audit
 
was conducted in August 1986 
and 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 the and
of 1984 

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 sold the commodities to ito
 
food distribution agency. This deposit wan to 
 the wrong
 
account, and the error 
was not discovered until March 19,
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1985. In commenting on the...draft report, OAR/G said the COTG 
deposited the money before sale as the Central
required, but 

Bank failed to make timely deposit to the appropriate account. 
The facts indicate that the majority of funds were not
deposited in account afterthe special until 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 weresuch that it was difficult to trace the money and recti:fy 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 loot. 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 that
agreed 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 so
 
instructed. 
OAR/G argued that during 1984 and 1985, the COT(
banking sector was operating under strict interest rate 
ceilings which eroded its ability to sustain interest payments

on savings accounts. Under these uonditions, 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. 
 In 1985, the GOTG borrowed
 
money to finance distribution groundnut
of seeds.
Subsequently. the GOTG requested OAR/G approval 
 to transfer
 
funds from the special account to 
 pay off part of the loan.

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 supporting 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 Bank had provided account statements.
 

- 3 



In commenting on the draft report, AR/C agreed the payment had 
been dej ayed by ]] months but said that two sensitive factors, 
which were not documented, contributed to the delay. OAR/G 
cited (I) possible GOTG :econsideration of Its request to pay 
for groundnut, seed distribution, and (2) large scaIe corruption 
at the responsible government agency.
 

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

-- did not rely on periodic bank statements or other 
accounting documents. 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 regular review to determine if sales 
proceeds were being deposited and disbursed in accordance
 
with agreements, and if required reports were regularly
 
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 GOTG and AID representatives,
 
(2) define and schedule events and reports, (3) expand OAR/G
 
oversight from one project officer to a committee, and (4)
 
satisfy several conditions before authorizing additional
 
commodities and use of funds.
 

Recommendation No. 1
 

We recommend that the AID Repreventative, The Gambia, establish
 
an effective system to monitor compliance with P.L. 480 Title
 
II 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 o4 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 f-ir groundnut seed
 
distribution. In addition, OAR/G said it had designed a system
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In the ]986 Program Assistance Approval Docunint to strengthen
program monitoring and control. However, OAR/C stated that,instead 3f a commercia] batk, the Central Bank would hold the
special account deposits. Under international Monetary Fund
guidelines, 
 all government transactions must. be processed
through the Centre] Bank; hence, it was not possible to use acommercil bank. The 
 complete text of OAP/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 btlieves that OAR/G
officials were appropriately advised, both at the 
 beginning and

end of audit field work, of the potential for reporting on 
The
Gambia P.L. 480 Title II 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 auditors 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 II 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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AUDIT OF P.L. 480 TITLE I1 PROGRAM
 

THE GAMBIA
 

Appendices
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SUlJiCT: DRAFT AUDIT REPORT OF PL-4&0 TITLE 
II PROGRAMS -
TH, GAMBIA DATED SFPTEOBER 2-3, 29E!; 

FL': A. COMPETELLO MIMCRANDUM SEPTEMIE 
2R, 1986,
 
- B. STATE 332023
 

1. IVISSION WAS SURPRISED TO RECFIVE SI'1JFCT REPORT
 
LABELLED AS QUOTE AUDIT REPORT UNQUOTF. IT WAS OUR
 
UNrERSTANDING FROM AUDITORS WHO EXAMINFI; OUR FILFS THAT
 
THIS EXERCISE WAS A QUOTY REVIEW UNQUOTE 
- AN IN}ORMAL

LCCh AT THE RECORDS. WE HAVE: NO O}JECTION TO THF REPORT'S
 
BlING TORMALIZED AS AN AUDIT FXCEPT TO NOTE TEAT WE

WOULD HAVE INSISTED ON A FULl, REVIEW OF FINDINGS IEFOFE
 
THE AUDITORS DEPARTED HAD WE KNOWN THAT ThE DRAFT REPORT

WAS INTENDED FOR LISTRIBUTION OUTSIDF THF MISSION. SUCH
 
A REVIEW WOULD HAVt GIVEN US A CHANCE TO SUPPLY ADDITIONAL

FILLS TO THE AUDIT TEAM AS WELL AS INFORMATION NOT IN THE
FILES TO GIVE THE PUDITORS A MORE COMPLETE PICTURF OF THE
 
PROGRAM AND TO EXPLAIN WHY THY,PROGRAM VOR.EP THY.WAY 
IT
 
DID. IN THE EVENT, WE ARE SUPPLYING SUCH INFORMA-

TION HLEEIN. THE FOLLOWING COMMENTS COVER THOSE
 
FINDINGS OF THE DRAFT WHICH THE MISSION FEELS ARE INACCU-

RATE OR NOT SUFFICIENTLY EIPLAINID.
 
2. ON PAGE 3 AND 4 UNDER PARAGRAPH STARTING QUOTT

DISCUSSION UNQUOTE THE REPORT STATES QUOTL THE 1984
 
AGREEMENT DID NOT ESTAPLISE A TIME FRAMI 
FOR FULL DEPOSIT

OF SALES PROCEEDS, UNQUOTE. THIS IS MISLEADING RECAUSF
 
WI DID NOT WAIT FOR COLLECTION Or SALES PROCEFDS "'UT
 
INSISTED ThE GOVERNPENT DEPOSIT A SUM ECUAL TO EVFNTU .L
 
PROCEEDS IN ADVANCE OF SALES. 
 THY; MEMORANDUM OF
 
UNDERSTANDING COVERING THE 1984 AGREEMENT STATED IN
 
PARA 4-DEPOSIT OF PROCEEDS; QUOTE THE GOTG WILL DEPOSIT
 
IN A SEPARATE DEPOSIT ACCOUNT AT THE CENTRAL PAN& AN 
AMOUNT EQUAL TO THT ENTIPE STOCK AUTHORIZED FOR SALT 
(I.E. 2,4BO MT DH66/MT DALASIS 2 078,400), OR A LESS

AMOUNT XQUAL TO THE STOCA THE GOTd 
IS PREPARED TO
 
PELEASE FOR SALE. IN ANY CASE, THN 
 INITIAL AMOUNT

DEPOSITID AND MAINTAINED IN THl ACCOUNT WILL PE AT LEAST

CNI QUARTER OY THI TOTAL AMOUNT TO BE SOLD. 
UNQUOTE.
 

UNCLASSIFIED 
 BANJUL 003431/01
 



A.P1i('In i V'._ 

UNCIASF1FIFD P ('Ic 2 of 6 

UNIER THIS SYSTEM Till 0OTG DFFOrITID Till' PRIC? OF Till-
FICF B1)0RE SALY RATHER THAN WAIT FOR COLICTION OF
SAI,ES PhOCILDS. THIT AMOUNTS WklE THANSYM1,D1 AS 
}OLLOWF: ON 14 NOVEMIEY 19P4, D52(,00 OR ONY-YOUPTH 
OF TOTAL TO BE SO]D, AND O4 JANUARY 114,r5 TPT BALANCV 
I;2,o7L,40 WAS TRI.NFfIRf], TO THE CINTPAL FANE . UPON 
NCTIfICATION OF THYlS) TRAN.h),S USAII CONSIFR)'i, THY 
CONDITIONb OF THIF PARA(APH STATISFTFI,. IT VAS ONLY 
LATER THAT hi LEARN1I' VPOM THE, ACCOIUNTANDT ,ENIRAL'S
OFYIC1, TEAT THY CENTRAL BANP, HAD 1AIEI) TO DYPOSIT THY 
)UNPS I BAP P):CFIVEL INTO THE APPROPRIATF ACCOUNT IN 
A TIFELY FASHION. THE ACCOUNTANT G);NERAL PU4SITED THY,
MATTER AND IT WAS EVENTUALLY RESOIVFL. IN ANY CASE, 
FICFPT 1OR TEHE INEFICIFNCY OF THT CFNTRAL PANK, THE
 
GCVtfANrENT OFFICIS CONCERNED (DROUGHT EFITFF COVMITTt',,
VICE PHESIDINT'S OFFICE AND GPMR) LIVIi' II' TO THE TERMS 
OF TE}, AGREEMYNT. 
3. 'IHY COMMENT (PAG; 4 PARA 2) THAT, QUOTY THE 19F4 
INITIAL ILPOSIT OF ABOUT D5Veq0 WAS NOT MADE UNTIL
 
5 MONTHS AFTER Th) FOOD ARRIVED UNQUOT) IS MISLEADING

BECAUSE THE DEPOSTTS WFRF PEQUIRED NOT ON ARRIVAL OF 
SHIRMENT BUT BEFORE SALE. THE DEPOSITS IN NOVFMBER AND 
JANUAP. tEEE CCNSISTENT hITH ThIS ACGLFtJ'NT. NOTE ALSO 
THAT' THE INITIAL DEPOSIT WAS DALAFIS 520,90 NOT QUOTE 
DOLLAPS 500,0( UNQUCTE. THE REPORT SHOULD IE CHFCKED;

FOR LABELLING ACCURACY THROUGHOUT, ESPFCIATY IHF 
SUPPOSEL] INTEREST INCOME IS MENTIONEr,. 

4. THE REPORT IS CORRECT IN STATING THIT PROCEEDS FOR 
THE 19&5 PROGRAM WERE NOT DrPOSITID ON TIME. (THE MEMO 
OF Ur;DERSTANrING REQUIRED PROCEEDS FOR 'HIS SHIPMENT 
TO IF DEPOSITED 15 DAYS AFTYR SALE.) OUR INITIL 
INQUIRY TO THE DROUGHT COMMITTEE IROIGET WORD FFOM THE 
VICE PlEIIDINT'S OFFICE ON OCTOBER 2E IHAT THI PPOCF:FDS 
FAD 1EEN COLLECTED. THEIR DFPOSIT WAS TO HAVE FOLLO0'JD 
AUTOMATICALLY. IT WAS NOT UNTIL FEBP"TARY, HOWFVFho THAT 
WE FORMALLY ESTAELISHED THIS DEPOSIT HAP NOT IEEN MAD.,

BICAUSi OF CHANGES IN PERFONN.L IN TEE CENTRAL BAN.t THE
 
AISENCE OF KNOO'LEDGEABLE PIRSONNEL IN THE ACCOUNTANT 
GENERAL'S OFFICE, IN GPMI, AND IN THE VICE PRESIDENT'S 
OIFICE, IT WAS DIFFICULT TO FIND OUT JUST WHYRE TEE 
MCNEY WAS AND TO GET THE PPOJIEM FECTIFIED. THE ELAPSED 
TIME FROM THE SALE ITSELF TO AUThORIZED TRANSF'R OF THE 
PROCTIDF hAS ABOUT SIX MONTHS. AGAIN WY HAD TO PROD THE 
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IINCIA, : TC'TI ON K' Of 04 OAN 1i117 0 ' la?.,f. 3 of 

C'NT.A]., ANK TO MAFE THE TRANS'Tb WHICH THEY FINALLY DID'

TWO VONTIHS LATER. THE MISSION AITFTllo T'H: MINISTYR 0)'

YINANCi ARIY ON IN 'IElIS PPOC:)'SS AND Il' sHAS AC IV'IY
 
INVOLVED IN CARRYING IT THPOUGH TO THlF },JD.

5. ON PAGY 5 0F Tl' RPORT IT IS SThT J T"AT THY MISSION 
MANIAGIVINT SYSTIV DID NOT QUOTE INCLUI).;' )N FTP}ClIVF

POlICY TO FNYOPC,' PHOVISIONS. FOR EXAMPLI: THE OAR COIuLD

HAVI CPEATED A POLICY TO DPIPY SU)'SEC1}1, T FOOD SHIPMNT.l
 
UNTIL OUTFTANDING PHOCEEDS YhOM PPIOP TPO(;RAV; WERY 
DIPOSIT]'L UNQUOTE. IN YACT, THY MISSION T,i) FAVY SUCh A
 
POLICY AND )VPLCY):I) I AS T]E AID RLPRSFNTATIVE: 'S
 
Li ,TIS 01 MARCH 12, 1914C, ANr' MAY 20, 2C; TO TFE PINIFTlH
 
Cl FINJ.-CY, AND T}?ADE ATTFST. COPIES OF THESE' LETTE.: ARE 
IN T~i TITLV II PL-41.0 SECTION 206 PHOGIiAM FloE. ?o'r
 
LETTERS INDICATED DFlAY (IFAND POSSIILF CANCF'LLATTON
 
01 TH 20t PROGRA" I THE FUNI'S COLICTFD AS PROCEEDS TO
 
SALE OF THE l9-'5 ,MFNCFNCY RICF SHIPVFNT V'RV NOT
 
D1POSITIE; TO THY PROPEP ACCOUNT. 
WE WOULD NOT HV!
 
SIGNID 7fil TA FOR THE 201, PROGRAM If THIS" D]POSIT "
 
WI]F NII 
MAIY. HAPPILY THE OrRNMENT STRAIGHTINED
 
OUT ITS PROlLF,S AND MADE THE DEPOSIT IN TIME ]C AVOID
 
THIS.
 

6. THI AULIT REPORT STATES THAT THE L('CAL C!TPFFNCY SHOULD
 
HAVE BFEN DEPOSITED IN AN INTFREET-F,ARING ACCOUNT.
 
UND.R NORMAL ECONOMIC CONDITIONS THIS WOULD HAVE BEFN
 
ArVISAILl AND, IN ANY CASE, 
WE WOULD RAVE ACTIVELY
 
CONSIDIRED IT hAD WE BEEN SO INSTRUCTED PY AIDI' OR
 
THY RYEPO. DURING 1984 AND 1985, HOWEVER, TIFF BAN+,ING
 
SECTOR UAS OPERATING UNDPE STRICT INTEREST RAT)' CEILINGS
 
WHICH ERODED ITS ABILITY TO SUSTAIk' INTVRFST PAYMFNTS
 
ON SAVINGS ACCOUNTS. THE CENTRAL FAN),, FOR 7'Yf."PLF,
 
WAS LIMITED BY GOVERNMENT TO CHARGING ONLY 6 TO 11
 
PIRCEN'I ON ITS LOANS TO GOVERNMENT STAT,-OWNED

ENTE!'PTTl S. COMMERCIAL BANriS OPERATED UNDER SIMILAR
 
CONSTRAINTS REGARPIN", INTEREST RATES ON LOANS TO THE
 
PRIVATE SECTOR. WITH tkNNUAL INFLATION RATES OF 15.6 PER-

CINT (1924) AND 21.7 PERCYNT (1985), TAN!,S WERE, LOSING
 
MONEY ON THEIR LOANS, RENDERING THEM INCAPAIIF OF PAYING
 
INTiREST ON DEPOSITS SUCH AS OURS.
 
IPDLID, BAN;.S WERE NOT ENCOURAGING SAVINGS ACCOUNTS
 
IFCAJEF PAYING INTEREST ON DIPOSITS INCEIASLD THEIR
 
EXPENDITUPES. GIVEN THIS INVIRONMENI, IT WAS

VIFTUALLY IMPOSSIlLE FOR US TO ESTAILISH AN INTFRT;ST-

BIARING ACCOUNT AT ThAT TIME. FYI: IF THE VACRO
 
ECONOMIC SITUATION WAS STABL, I' THF COUNTRY'S FINANCES
 
WIRY IN ORI)ER, AND If THESE FUNDS WERE, hEING tic'.D FOR
 
MICRO ICONOMIC PURPOSES, THEN LATE DEPOSIT OF SALES
 
PROCEEDS WOULD HAVE REPRESENTATED A QUOTE MATERIAL
 
INTERNAL CONTROL WLA',NESS UNQUOTE. (DRAFT REPORT PAGE 3
 
SECOND FULL PARAGRAPH). HOWEVER, IN OUR PARTICULAR
 
CIRCUMSTANCIS IFSCRIBED ABOVE WE DON'T PELIEVE THEY DID.
 
END FYI.
 

7. THIE CONOMIC SITUATION IN THE GAMBIA RECENTLY
 
CHANGED AND OUR SECTION 206 PROGRAM REFLECTS THOSE
 
CHANGES AND CONFORMS TO THE AUDIT RECOMMFNDATIONS. THE
 

UNCLAS EICTION 02' OF 4 JANJUIL 0'3431
 



UNCJ,A; WTCIJON 0' OF (4 14ANJIL ('431 Paqv 4 of (, 

LOCAL CURRFNCY WILL PF, DYK'SITYD IN AN INTF,?, T-YAR]K

ACC(1l'NT AT TiYl CJNTRAL 
 BANi.. IT WPS NO' POSSTPI). To
Ei' i,1i I Till ACCOUNT AT A COMM I'CIA1, VAN-, ?FCAUJFJ UNFrb
IV} GtlItII INFLNF , IMP( . AT),;A ART W TFE;I R FTAPN-11Y
 
AGRW-¥lT, ALL GOVENMFENT TI'ANIACTIONS tUST INI:

PROCPS9}:D) THJHOU(;H THY C1;NThAL PAN, TO YI/ILJTATf, I'HE 
MCNI2C1hING O }INANCIAL TAIG}TS. ANr N(, T)AT Till
GOVE1hNl ,NT IAS AIOLISHIF) TmI-' C1I1LING ON INTF, F T ?ATF.S,
TIT C}','I}AL PAN,, AND COMMF CIA, BAN,S CAN CIAErFT ,H.I iNC 

IN'FEJ 6FT ON TH11h LOANS TO RFCOVliR TII.IR COSTc ANI
 
SUSTAIN INT]F,-T PAYM''NTS ON SAVINGS ACCOuINTS.

TURTHERVORE, A PRITISH PAN,',IN FX!)FFT HfiS 1E1N APPOIN'T)

GK ERAL MANAGER OF THI CENTRAL FAN. ANT, TWf O']11EF

1}PAThIA'I: 
 ADVISORS HAVE BFFN PUT IN ,FY POS1TIONS

VITHIN THE FAN, TO ENSURF: THAT PROPF1 BANK ING p}OCFDIpF.
ASI YOLLOWFD (E.G. NC CO!tINGLING OF FUNDS),
AN] THIT IOCAI. STAFF ARE TRAINED IN THTFE VODFPN 
VIITCDS, TOO. W1'11 TNT; INSTALLATION OF
COMPUTIR EQUIPMFNT TO UPDATY, TP' WFOLF ACC:OUNTIN(; SYSTEM,
ThI Ck.NThAL BANv WILI 1E ABLI TO PROV],1l U ID WITH
PFRIODIC STATEMFN'S OF ACCOUNT ACTIVITY AS W'T1 
lYI: DIPOFITING FUNDS IN COVMERCIAL ]E,#Nt.S IS NO GULRANTZ 
OF R2C}IVING MONTHLY STAJEMFNTS. FNI) FYI.
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P. ON PA(; 4 lAST PARG(RAPP TIll RYPON1, SAYS C11OTF IV,

AI'L]']]ON, AtTHORI .J, ,F7PN?.FS WERT 
 NOT PROMPTILY 1AIT 
P. UI,2 ING IN UNNFCFSSARY INTYEST FYXPNI, ,W ',20,o;
VNQUCITI, T11] S RFYTPS TO PAYMNT FOP SPi b 14 STYI1 UTION
 
MAIr' 
 BY T11) GAMMiA COOP I1Nl(, (('C11) OP TJHY 1P5 TLAN''INC 
:IASON . IT IS TR4 T'HAT 'IT 111 TAr): 12 MONTBV, TO PAY

1I111 ClAIM AND PART O T* YfASON WAS TI'AT SOIJTIC TEN'!
rI)}}OF'!ING I;OCUM'fJTA1 ION WAS NOT PPESYNTED. I1T THIEPI:
 
W}i TWO OT'!h FACTORF WHICH CONTRIJ4UTPI: TO THE DELAY
 
AKIT 101'1' iNSITIV)F IN NATUI-, AND NOT DOCUMENTYID IN
 
1b-. 11i1S. lIPST, THf. 
 GOVERNMENT WAS FACING A TRBMiNCO',1S 
}}JNA;,CIAL JUJIJDEN IECAIrSE OF THE GAP 1);TWhN Till PT.IC!,

IT lOUI1l F1G1IVE ON WORLD MA .t-ITS}OR ITS GY(11NI)NUT

I).'OT ' 'ANP THE PFICE IT WAS CO1ITTJ2' TO PAY FARMER".. 
CE:.TAI;-J HIGh ,AN:,ING O["ICIAIF "',lf: CONSII) RING;

L'.TIIIIAL }(THi FQ~L:SrT T( PAY FOR GIBOUNDNUT SEED
 
1£]STRI..U11IO INc ' O US, ThE FUNDS TO rOV' T!I S
 
GAP IN GF{.L1,1.,JAUT FHIC S. WPILF W), WE FYNEVY, TOLD
 
Ci1121ILY tOT TO PAY TIIF 
 CLAIM, WE " NOT ENCO'JRAGYD
 
1(. 'AY IT PROMPTLY }:ITHTR. THE SECOND RFASON 
 FOR THFE
DELAY WAS THAT LA}GI SCALE CORRUPTION WAS DISCOVTF~iL,
1
AT TH' G MIA CCOPFFATIVE UNION (GCU). THE IP IOC:S WERE 

Ir YOUNDED ANI MIJGz O THY LEADERSHIP .'AF EITHIR 
UtIJE AhRESI OR INVESTIGATION FOR VAT IOUS CRII.;S. AS A 
RISUIT, ThiFR.'; WAS NO ONF IN ThE IINANCIAL MANAGEMENT 
FlAyJ (0I Till GCU TO WOP,. .'IT}H TO OITAIP! THF DOCUMENTATION 
R10IFUEI. FOR PAYVQN-T. AS SO OFTEN HAPPENS IN THES,;
 
SI'IUATIONS, 
IT TOO MONTHS IEFORE WE COULD YE SURE THAT 

-L 1I)lTRIUION HAD BEEN PROPEfLY MADE, THAT

F}'b!d, JOE BilD DISTRIBUTION FAD IN FACT BFEN USED FOE
 
TAT PUiRPOSE, AND ThAT TEEPE WAS AN ACCOUNT AT TH'
 
CO 'KPYCIAL DEVELOPMENT BAN' ACCURATELY RFFLECTING THE
 
E ALiC1. OWED. 
 ONCE WE WEFr CEPTAIN THAT EVEPYTHING
 
AsA N ORER, W1 AUIHO?IZED THE TRANSFE- OF FUNDS,

EIHCF WAS EFFECTD WITHIN ONi WEE. . THF OTHER ISSUE
 
k.I _'E1 INIORMALLY SFTIL-D IN FEBRUARY OF 198F WHEN 
Tr.1 GOV..INMLNT 1)CIDED TO USY THE FUNDS TO REIMBURSE
 
GCU I1ISTEAD OF USING THEM TO COVER GROUNDNUT FICES.
 

9. r..r.CGMM1LNATION 1 REQUIRFS THE ESTABLISHMENT OF QUOT
AN 1.}}ECTIVE SYSTIM TO MONITOR COMPLIANCE WITH P.L. 
4t-0 PEOGRAM PROVISICKS UNQUOTE. ThE P]O'RAM
ASSISTAVC1 APPFOVAL DOCUMENT (PAAP) FOR THE PL 4f('

TIL I1 SICTION 206 PROGRAM, SECTION VI, I"PLFVFNTATION
 
PLAN, PAG.'iS 6,4-72 DESCRIk.E'S THE LFFECTIVE MONITORING
 
SYST.. 20 YI ESTA;LI SHED FOR THIS PROGRAM. THY MAIN
 
COrFCN!'NTS APE AN E)XiCUTIV. T.FR1N' 
COMMITTEE COvPOSFD
 
) GCI.; ANI; AID REPPSENTATIVES. ESTABIISHMFNT OF THIS
 

C(VMIITl" tI'L 
AV(ID THY' PROBLEMS VF ENCOUNTERED IN
IArLII:F SALSIS PRO"1"019 Wh?,'iN WE DEALTH THROUGH ONE 
INI'lVII:Jji, ,'hO ill; ht,' HAVE SUFFICIENT OR CONSISTANT 
62iJ}fl .i-AC:; UP. ALSO IN THIS PROGRAM, ThE VARIOUS
 
ZVI.NTS FkQUIRING ACTION AND THtl RFPORT,, REQUIRFD ARE
 
CLIARLY DYFINED AND SCHE)UIFD SO THAT ALL PARTIES
 
INVOLVII UNDERFIAND WHAT IS REAQUIPIR. 
 ThIS LIF7 IS 
PIING {(IINID AND .XPANDFID AS NFCFCSAPY. MISSION 
Rl!}k,'.'$NTA'IIVES HAVE EX"LAINED TH., IM'L}:MENTATIOP 
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Applix I 

UNCL,'., cIC I1ON 0' (, VAN,'uI, t07l4M(,"Q ! 	 6 of , 

}i,. ;U]ke'' IT tr P1]STrY 1 	 TIRAP ')](' 01 ,INANC' ANP (MOi 
011~1( 1l.. AN], 'I )NSUPE1 THAT TUY 01'11i ST!FRING 

,( I'1] 1 V kMIf S IN 'T1V',TANI,I AT IS flYl CT,,) CF TI F1 .o 
bI" IN 't. MI&C&CION, (VlPFI(HI: flAS )):AN .YXPANIIT' Vi'OllO 

hi, P'.0,)CT 0 ] 1CI'F TO If CoVMI'rTFIF', INPIV I A1).],MY,,r
 
(J :.) t WI ll VAVI HISPONS7I 11-ITY YOH C}1iTAI k)VP iITC
 
0~ TIt-i FIJOUAM * Tib) COMMI TTY IS ES"Ar7i7lS~I NG; A l'k,R T


0ICh 1Ji EF11, I. 'I.)'YT','ST '1" WIL, 1II,A H),V )I CO() '}',l ANC 1". 

10.1 	 'I 4, PAAI, AND THIl TA C'NTA IN: SF:V IPA], CONJIITIONS 
,}YI Ci [0UST 81 SA TIS}' ;I' F9 SUCC}FSI VF C I IF FOP WAPI)i"('}:),

L L.1;'N.' 	 (1:A'I. THEM }.A1%;' IOF W']1 WILT, AUTHOR17F). 
7HI1S, ' ,JbSUh.} A;i! T}. BASIS 0? Ttl: QUOTF FFFPCTIV,, 
EI'.i(k C .r- ' }I'iOCF!,UHS U'(,'t1071' CALII F0? iY '.It AUI)ITORS 

11. I iCOIiNATION I SUG'FSIS THAT AN 7FI'C7'IVP) 
MCNITO-IN. SYSTiM SIIOULI; INCIUlk ACCCUNTS IN A COMVTI'CIA] 

iNi. . OFR R1A-:OJS ISCRIMEI ASOV , ,F+ 'SITS I1l1 'Y' MADl 
TO CLNI; AL BAN., ACCOUNTS . hOW}EVEI , T!i ("' TEA. IANK WI LL 
PAY INT.I(EST ON ThI TITL., II PROC I.F . CCO'JNT AND HAS 
ASSULh£, US TH Y WILL, PPOVIDF' }'OIS ON EACH TPANSACTION 
AML JEllO)IC J.PO.TS ON T: ' TATUS O) TIE ACCOUNTS. 
Tl&I1 SF'OULLD TAi.] CAR" O TVO }'RINCIPL! DiICI}tNCIFS 
C) THY PI.1O0F P(,ixMS NOTED }Y THY AUDITORS. 

12. MISSION NOTES THAT IN SVIRAL PLACES ON PAGES FIVE 
AN] SIX OF THE DHRAT REPORT THERF IS COMMENT TFAT THE 
-MISSION AGNIIS, AC,,NCWLFDGES, OR BELIEVES. WF FEEL 
THAT ThIS SORT 01 COVMENT SHOULD IE LE'T OUT OF THE 
FINAL hIPOi T. IN OUR ESTIMATION THE RIPORT SHOULD BY 
FESTRICTED TO THE FINDINGS AND PECOMMENDATIONS OF THF 
AUDITORS. OFFICIAL VISSION COMMENTS AFF INCLUrED IN 
TBIS RIPLY. 

13. E LO0'. FORWARD TO RECEIVING YOUR FINAL RFPORT AND 
ANY COMV:INT YOU WISH TO MAvF ABOUT OUR PFSPONSY TO T-F 
DRAT. 

hOiO,1TZ
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Report DiRtr bution 

AID Representative, The Gambia 

AA/APR 

AA/M 

AA/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 

IG 

AIG/A 

IG/PPO 

IG/LC 

IG/EMS/C&R 

AIG/Il 

RIG/II/Dakar 

RIG/A/Cairo 

RIG/A/Manila 

RIG/A/Nalrobi 

RIG/A/Singapore 

RIG/A/Tegucigalpa 

RlG/A/Washington 

Director PSA Washington (IG) 
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