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Subject: 	 Audit of Local Currency Generated From Somalia's
 
Commodity Import and PL 480 Programs
 

This report presents the results of audit of the Local Currency
 
Generated From Somalia's Commodity Import and PL 480 Programs.
 
The objectives of this financial and compliance audit were to
 
review USAID/Somalia's involvement in the programming of local
 
currency proceeds and examine USAID/Somalia's accountability
 
for the generation and expenditure of local currency proceeds.
 

The audit disclosed that USAID/Somalia and the Government of
 
Somalia had established a system for programming local currency
 
proceeds and that USAID/Somalia was actively engaged in the
 
programming process. Although that system was functioning
 
reasonably well, problems did exist in accounting for the
 
generation and use of the local currency proceeds.
 

The audit disclosed that development activities could lose as
 
much as $7.1 million in local currency proceeds because the
 
Title I agreements were not specific in defining the amounts to
 
be deposited. In addition, the audit disclosed that the
 
Government of Somalia was able to use some Title I proceeds for
 
unauthorized purposes because USAID/Somalia had inadequate
 
oversight control over the Government of Somalia bank account
 
in which Title I funds were originally deposited.
 

To correct these deficiencies, the report contains
 
recommendations requiring immediate deposit of arrearages, more
 
specific Title I agreement language, a role for the
 
Controller's office in reviewing Title I agreement financial
 
provisions, and established procedures to monitor Title I local
 
currency proceeds.
 

Please advise me within 30 days of any additional information
 
relating 	to corrective actions planned or taken to implement
 
the recommendations. We appreciate the cooperation and
 
courtesy extended to our staff during the audit.
 



EXECUTIVE SUMMAR:
 

This report covers local currency generated from three
 
Commodity Import Programs and four Public Law 480 (PL 480) 
programs during fiscal years 1982 through 1985. The total
 
funds involved were $122 million, consisting of $61.5 million
 
for Commodity Import Programs and $60.5 million for PL 480
 
programs. The Commodity Import Programs were used to finance
 
foreign excnange costs to import commodities needed to assist
 
tne Government of Somalia Democratic Republic (Government of
 
Somalia) in the promoting economic development and stability.
 
Foods imported under PL 480 programs were used to combat hunger
 
and malnutrition in Somalia. Local currency proceeds generated

from the sale of commodities imported under the two programs
 
were used to nelp finance mutually agreed to development
 
projects and activities in such areas as agriculture, health,
 
and education.
 

The Office of the Regional Inspector General for Audit/Nairobi

made a financial and compliance audit of USAID/Somalia's
 
control over and use of local currency proceeds. The audit
 
objectives were to review USAID/Somalia's involvement in the
 
programming of local currency proceeds, and examine USAID/
 
Somalia's accountability for the generation and expenditure of
 
these proceeds. The audit found that USAID/Somalia and the
 
Government of Somalia had estaolisned a system for programming
 
the local currency proceeds for agreed to purposes and
 
USAID/Somalia was actively engaged in the programming process.
 
Although the system was functioning reasonably well, problems
 
did exist in accounting for the proceeds generated and controls
 
over the use of the proceeds. 

The audit disclosed that development activities could lose as 
much as $7.1 million in local currency proceeds because the
 
Title I agreements were not specific in defining the amounts to
 
be deposited. In addition, tne audit disclosed that the
 
Government of Somalia was able to use some Title I proceeds for
 
unauthorized purposes oecause USAID/Soinalia had inadequate
 
oversight control over the Government of Somalia bank account
 
in whicn Title I funds were originally deposited.
 

To correct these deficiencies, the report contains
 
recommendations requiring immediate deposit of arrearages, more
 
specific Title I agreement language, a role for the
 
Controller's office in reviewing Title I agreement financial
 
provisions, and established procedures to monitor Title I local 
currency proceeds. 
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AUDIT OF
 
LOCAL CURRENCY GENERATED FROM
 

SOMALIA'S COMMODITY IMPORT AND PL 480 PROGRAMS
 

PART I - INTRODUCTION
 

A. Background 

Since 1982 the United States Government provided balance of 
payment support to the Government of Somalia Democratic 
Republic (Government of Somalia) through three Commodity Import
 
Program grants and three concessional Title I sales
 
agreements. In addition, a Title II emergency food program
 
grant was provided to combat hunger and malnutrition in the
 
country.
 

Commodity Import Program grants totalled $61.5 during fiscal
 
years 1982, 1983, and 1985. There was no such program in
 
1984. These programs were used to finance foreign exchange
 
costs to import commodities needed to assist the Government of
 
Somalia's economic development.
 

During fiscal years 1983, 1984, and 1985 the United States
 
Government also provided the Government of Somalia with three
 
Public Law (PL 480) sales programs totalling $56.3 million.
 
Under these programs, the Government of Somalia imported wheat,
 
wheat flour, corn and other foodstuff needed to fill the food
 
gap in Somalia. In addition, the United States gave the
 
Government of Somalia additional food valued at $4.2 million in
 
1984 to combat hunger and malnutrition in the country.
 

Both the PL 480 and Commodity Import Programs provided two
 
immediate benefits to the Government of Somalia. First they
 
provided much needed food, raw materials, and equipment on
 
highly concessional sales terms or as grants. Second, the
 
Government of Somalia was able to generate revenues by selling

those products, in Somalia, to the private and public sectors.
 
Funds generated from these sales were commonly referred to as "
 
counterpart funds'. They were host government owned and were
 
used to help finance mutually agreed to development projects

and activities in such areas as agriculture, health, and
 
education. Within the Ministry of Finance was an office known
 
as the 'Domestic Development Department* (Development
 
Department). This Department had responsibility for the
 
control and use of local currency generations. Technical
 
assistance to the Department was provided by a USAID/Somalia
 
contract employee.
 



B. Audit Objectives and Scope
 

The Office of the Regional Inspector General for Audit/Nairobi

made a financial and compliance audit of USAID/Somalia's

control over and use of local currency proceeds. The audit
 
objectives were to (I) review USAID/Somalia's involvement in
 
the programming of local currency proceeds, and (2) examine
 
USAID/Somalia's accountability for the generation and
 
expenditure of local currency proceeds. The audit covered
 
local currency proceeds generated under seven Commodity Import

and PL 480 programs valued at $122 million. The audit covered
 
the period May 20, 1982 through September 30, 1986.
 

As part of the audit, Commodity Import Program and PL 480
 
agreements were reviewed. Selected USAID/Somalia and
 
Government of Somalia records applicable to those agreements

were 
 reviewed. Interviews were conducted with responsible
 
USAII/Somalia and Government of Somalia officials. Two
 
projects were visited to review the accountability of project

funds. Field work was done in Mogadishu, Somalia, during the
 
period September 17 through October 12, 1986. The audit was
 
made in accordan-e with generally accepted government auditing
 
standards.
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LOCAL CURRENCY GENERATED FROM
 

SOMALIA'S COMMODITY IMPORT AND PL 480 PROGRAMS
 

PART II - RESULTS OF AUDIT
 

USAID/Somalia and the Government of Somalia had estaolished a
 
system for programming local currency proceeds and USAID/Somalia
 
was actively engaged in the programming process. Although that
 
system was functioning reasonably well, problems did exist in 
accounting for tne generation and use of the local currency 
proceeds. 

The audit disclosed that development activities could lose as
 
mucn as $7.1 million in local currency proceeds because the
 
Title I agreements were not specific in defining the amounts to
 
De deposited. In addition, the audit disclosed that the
 
Government of Somalia was able to use some Title I proceeds for
 
unauthorized purposes because USAID/Somalia had inadequate
 
oversight control over the Government of Somalia bank account
 
in which Title I funds were originally deposited.
 

To correct these deficiencies, the report contains
 
recommendations requiring immediate deposit of arrearages, more
 
specific Title I agreement language, a role for the
 
Controller's office in reviewing Title I agreement financial
 
provisions, and established procedures to monitor Title I local
 
currency proceeds.
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A. 	 Findings and Recommendations
 

1. 	 Title I Agreement Provisions Need Strengthening
 

Language contained in Title I agreements was inadequate to
 
determine how nuch local currency proceeds should be deposited
 
and made available for agreed to development purposes. The
 
agreements were not specific in identifying wnat period in time
 
the excnange rate was to be applied or when deposits were to De
 
made. Prudent management snould nave dictated that appropriate
 
provisions were incorporated in the agreements. The financial
 
expertise available to USAID/Somalia, which may have detected
 
the weakness in the agreements, was not used for this purpose
 
for some unknown reason. Consequently, there were differences
 
of opinion between the Government of Somalia and USAID/Somalia
 
in interpreting Title I agreements provisions. As a result,
 
there 	was a question about now much local currency should be
 
deposited. This delayed deposits and could result in the loss
 
of aDout $7.1 million for development activities.
 

Recommendation No. I
 

We recommend that USAID/Somalia:
 

a. 	 negotiate the amount of local currency proceeds oied by
 
the Government of Somalia;
 

o. 	 request immediate deposit of tne negotiated amount;
 

c. 	 assign a role to the Controller's office in the
 
preparation and review of Title I agreements, especially

those provisions relating to finance; and
 

d. 	 identify specific criteria in future Title i agreements

for determining the amount of funds to De deposited into
 
tne Title I special bank account.
 

Discussion
 

The Government of Somalia was at least $1.3 million (about

Somalia Shilling 109 million), and potentially as much as $8.4
 
million (aoout So. Sh.705 million) in arrears on deposits to
 
the Title I special account. Tnese arrearages related to FY
 
1984 and FY 1985 Title I programs. The audit was unable to
 
determine tne specific amount owed by the Government of Somilia
 
because Title I agreement provisions were not specific enough
 
to calculate the required deposit amounts. Accordingly,
 
USAID/Somalia and the Government of Somalia used different
 
methods for calculating the amounts with dtfferent results.
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The Title I agreements relating to sales proceeds stated in
 
part:
 

"The total amount of tne proceeds accruing to che
 
importing country from tne sale of commodities financed
 
under this agreements... shall be not less than the
 
local currency equivalent of the dollar disbursement by

the Government of the exporting country...
 

It further stated:
 

'The e~xchange rate to be used in calculating this local
 
currency equivalent shall be the rate at which the
 
central monetary Lithority of the importing country, or
 
its authorized aqent, sell foreign exchange for local
 
currency in connection with the commercial import of the
 
same commodities.'
 

The agreements however, were silent concerning the date
 
deposits were required and the date (e.g., date of dollar
 
disoursenent, commodity arrival date, deposit date) to be used
 
as the oasis for calculating deposit requirements. Such a date
 
was necessary oecause of the rapid changes occurring in the
 
value of Somalia's currency. Because no date was specified,

USAID/Somalia and the Government of Somalia interpreted this
 
language diffecently and eacn to their own advantage.
 

For example, on April 21, 1985, USAID/Somalia prepared a
 
statement on FY 1984 Title I local currency generations which
 
highlighted Government of Somalia arrearages and deposit

requirements. The statement compared Dotn USAID/Somalia and
 
the Government of Somalia methods for determining local
 
currency generations and the amounts that should have been
 
deposited into the Title I special account. USAID/Somalia's

calculations were based on the U.S. dollar value of Title I
 
commodities value multiplied by the exchange rate at the time
 
the funds were deposited, whereas the Government of Somalia
 
amount Ias based on an exchange rate at the time the
 
commodities arrived in country. Due largely to declines in the
 
value of the Somalia Shilling relative to the U.S. dollar, a
 
sizable difference existed.
 

A summary of how these different methods affected the amounts
 
owed to thie Title I special account as of September 2, 1986, is
 
summarized below:
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Amounts Owed
 

Per 
Per Government 

USAID/SoMalia of Somalia 
(US $000) (US $000) 

FY 1984 Generations 5,002 3,343
 

Less: Deposits to DDD
 
a/c No. 8537 3,044 3,044
 

Balance due on FY 84 program 1,958 299
 

FY 1985 Generations
 

Private sector sales 4,201 3,833
 
Puolic sector sales 13,201 8,134
 

17,402 11,967
 

Less: 	 Deposits to DDD
 

a/c No. 8537 10,964 10,964
 

Balance due on FY 85 program 6f438 1,003
 

Total due on FY 84 & 85
 
programs as of Septemoer 2,
 
1986 	 $8,396 $ 1,302
 

NOTE: 	 Somalia Shillings converted to U.S. dollars
 
at rate of So. Sh. 84 to U.S. $1.
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ThUs, the Government of Somalia owed the Title I special
 
account as mucn as $8.4 million and at least $1.3 million
 
depending on one's interpretation of the Title I agreements.
 

This situation may not have come about had USAID/Somalia's
 
Controller's Office oeen consulted and given an active role in
 
the preparation of tne Title I agreements, especially in those
 
areas relating to finance. According to responsible Mission
 
officials, tne Controller's office had no role in designing
 
procedures or agreement provisions related to local currency
 
accountability. However, we were unable to determine why no
 
role had been assigned to the Controller's office. Regardless,
 
as much as $7.1 million could be lost to the development
 
program due to inadequate criteria in the Title I agreements
 
for calculating Government of Somalia deposits.
 

Management Comments
 

USAID/Somalia officials did not dispute the findings
 
presented. Tne officials did express reservations about some
 
draft recommendations.
 

Office of Regional Inspector General Comments
 

Some recommendations were modified based on USAID/Somalia
 
comments.
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2. 	 Control Over Title I Deposits Need Improvement
 

USAID/Somalia nad inadequate oversight and control over the
 
deposit of Title I sales proceeds. Such visibility and
 
controls were needed to ensure that the local currency proceeds
 
were properly accounted for and used for agreed to development
 
purposes. Because oversight was limited, the Government of
 
Somalia was aole to use Title I proceeds for unauthorized
 
purposes. While we were unable to determine why adequate

controls were not instituted, we did note that the Controller's
 
office had no role in designing accounting systems for
 
monitoring and controlling local currency proceeds.
 

Recommendation No.2.
 

We recommend that USAID/Somalia:
 

a. 	 require the Controller's office to review Government of
 
Somalia's accounting systems, controls and practices
 
relative to local currency proceeds.
 

b. 	 assign a continuing role to the Controller's office to
 
monitor the collection, deposit and use of local currency
 
proceeds.
 

c. 	 oased on input from the Controller's office, require as a
 
condition to future assistance that agreement provisions
 
ensure adequate provisions for USAID/Somalia oversight
 
and control of local currency proceeds.
 

Discussion
 

Generally, USAID/Somalia nad done much work with some success
 
in encouraging the Government of Somalia to establish control
 
and accountability over the use of local currency proceeds.

With USAID/Somalia input, the Government of Somalia in 1982
 
established a unit within the Ministry of Finance currently

known as tne Domestic Development Department (Development

Department). A major function of that Department was to
 
administer and monitor local currency proceeds used for
 
mutually agreed to development purposes.
 

Two rank accounts, controlled by tne Development Department,
 
were establisied through whicn Commodity Import Program and PI,
 
480 local currency generations flowed. USAID/Somalia had
 
visibility over these accounts which facilitated monitoring
 
disbursements and fund usage.
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USAID/Somalia and Ministry of Finance approvals required
were 

prior to disbursements. Tnis part of the system 
 was
 
functioning reasonably well. However, the audit found that
 
prior to the Title I local currency proceeds flowing into the
 
bank account maintained by the Development Department, the
 
Title I local currency procaeds were deposited into another
 
Government of Somalia oank account over which OSAID/Somalia did
 
not have oversignt or control. As a result, the Government of
 
Somalia was able to direct Title I proceeds to unauthorized
 
purposes prior to the time USAID/Somalia gained oversight of
 
the funds.
 

For example, in December 1985, the Government of Somalia
 
witndrew Somalia Shilling 641 million (aoout $8 million) from a
 
Government of Somalia Dank account, used for accumulating Title
 
I proceeds, to repay debts owed several international
 
development oanks. According to USAID officials, this was only
 
one of several diversions made oy the Government of Somalia.
 
While tne Government of Somalia had reportedly always
 
reimoursed these accounts for diverted amounts, we unable
were 

to verify this oecause Ministry of Finance officials refused us
 
permission to examine the bank statements related to that
 
account. A Ministry of Finance official told us that the
 
account also contained funds belonging to other donors to which
 
we were not entitled access. As a result, we were unable to
 
determine whether all proceeds had been collected and deposited
 
as required.
 

Based on discussions at USAID/Somalia and a review of available
 
files, the audit revealed that USAID/Somalia had no system for
 
tracking the collection and deposit of Title I local currency

proceeds. In addition, no evidence was found to indicate that
 
expenditures were ever reconciled to total generations to
 
determine tne balance of funds 
which should be available for
 
disbursements. Consequently, USAID/Somalia was only able to
 
tell how much was eventually expended.
 

The audit was unable to determine why USAID/Somalia's oversight

system and tne operations of the Government of Somalia's
 
internal controls allowed such a weakness. Various officials
 
responsible for designing and implementing the system were no
 
longer available. The audit did note, however, that
 
USAID/Somalia's Controller's office played no role 
 in
 
designing, reviewing or approving such systems. The Office of
 
the Regional Inspector General believes the participation of
 
the Controller's office in this process could have prevented or
 
detected such internal control weaknesses.
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Management Comments
 

USAID/Somalia officials generally agreed with the finding and
 
commented 'There is no effective environment for control within
 
tiie Mirlistr/ .... Tne DDD Director has on occasion concealed
 
financial activity wnich ne clearly knows is unacceptable to
 
tne USAID."
 

Office of Regional Inspector General Comments
 

Recognizing tne less than cooperative attitude of 
 some
 
Government of Somalia officials and tneir historical practice

of diverting local currency proceeds to unautnorized uses, the
 
recommendations were strengtnened to ensure USAID/Somalia
 
oversight and control of local currency proceeds.
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B. Compliance and Internal Controls
 

Compliance
 

The audit identified Government of Somalia non-compliance with
 
Title I agreement provisions related to the deposit and use of
 
local currency proceeds 
(see finding 2). USAID/Somalia and the
 
Government of Somalia interpreted tne Title I agreements

differently which resulted in millions of Somalia 
Shillings not
 
being deposited into the Domestic Development Department (DDD)

Title I Dank account.
 

Nothing else came 
untested items did 
and agreements. 

to 
not 

our 
con

attention 
form to 

that 
applicable 

would 
laws, 

indicate 
regulat

that 
ions, 

Internal Controls 

Internal controls were not established to account for proceeds

generated from Title I sales (see finding I and 2).

USAID/Somalia had no system for tracking local currency proceeds

from point of sale through ultimate disbursement for agreed to

development purposes. Thus, USAID/Somalia was unable to
 
determine if all Title I sales proceeds were being properly

collected, deposited and used for authorized purposes.
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APP) 	 DIX 1 

I of 3ACTION: AIE- 1 0W: 1 5MinaPae 

VZCZCNA020 	 IAt LI;c 
RE RUEdNR
 

•DE RUEBMG 43023/01 3tt2::56 
-ZNR IUUU ZZB
 
R 2105.'?Z DEC 86
 
I't. AVEfASSY IOGADISRU 
TO RUEHNR/AMIdBASSY NAIROII 7180 
INFO RUHC/SICSTATE WASBDC 4956 
PT
 
UNCLAS SICTION 01 OF 02 rCGADISBU 13033 

AIDAC
 

FOR 	 RIG/A/N - R. THABET; NAIROBI JOR REDSO/ESA 

E.O. 123.56: N/A 
SUBJECT: MISSION RESPCNSI TO DRAFT AUDI' CF LCCAL 
CURREN'wY GINERATED YROM SOMALIA'S COrtdODlTY IMORT AND 
PL 480 PRCGRAPS 

BELOW PLEASi YIND USAID COMrENTS ON TDE SUEJfCT DRAFT 
AUDIT:
 

1) 	RECO VINDATION I.B. (PAGE 6) SEELS TO QUOTE ENSURE 
THAT DEPOSITS ARE PRCMPTLY MADE TO THE TITLE I SPECIAL 
ACCOUNT NO. Et3? WITH THE CENTRAL BANL UNQUOTI.. THIS 

TWCRICOMMENDATION WOULD EIIMINATE THI CURRENT OUCTE 
TIERED UNQUOTI SISTEM OF DEPOSITS (A 'SYSTEF THAT WOR&S 
WILL UNDER CIP) WHICH THE USAID TBINS WOULD 1i'A 
MISTA&L FOR TBRXI REASONS: 

-	 A) TBi DDl IUNCTIONS AS THE STAY)* ARIr 0) THE GSP 
CCMivITTEE, PERYORMING AN ADMINISTRATIVE RATHER THAN A 
DECISICN-,A&ING FUNCIION. EVEN IN ITS ADMINISTRATIVE 
CAPACITY, THE DDE STILL LAC&S THE TECHNICAL AND 
ANALYTICAL SuILLS NECLSSART TO PROPERLT PONITOP AND 
CONTROL TH VOLUrl 0? LOCAL CURRENCT TRANSACTIONS. THE 
DUD 	 RAS NEVER ElYRCISID OVERSIGHT (QUCTI. VISIkILITY 
UNQUCT) RISPCNSISILITY )CR COUNTERPART )UNCS, AS 
SUGGYSTED IN PARAGRAPH 2, PAGL 12. 

- B) THERE IS NO EIIECTIVE LNVIRON tNT i'OR CCNThOl 
VITBIN THE MINISTRY; CULTURAL PRACTICIS ARF DIJFERENT IN 
SOMALIA AND USAID ASSUMPTIONS ABOUT APPRCPRIATI CCNTROLS 
MAY NOT Dl 1ICTIVS. THE DDD DIRECTOR HAS ON OCCASION 
CONCIALED FINANCIAL ACTIVITY VHICl 31 CLIARLY &NCVS IS 
UNACCEPTAILl 10 TOX USAID, B1 OPIRATES UNDID TOn 
DIRECTION C' SENIOR PINISTRY O1ICIAIS AND BAS NOT 
PISPLAYED AN? SENSE Cl INDIEPENDNCt OR OMJICTIVIT! IN 
ROUTINE OPIRATIONS. THIRkFORS, TlX SUCESTION THAT 
BANIING TRANSACmIONS It CCNSOLIDATEID INTO ONE ACCOUNT 
PER PROGRAM WILL NOT ALTEIR INANCIAL OPIRATICNS IN A 
POSITIS tiIR±CTION. ON TOE CONTRARY, IT IS TO SAIS 
ADVANTGI TO It AiLI TO SIGIhOAE ROQTINI; 
PIOJICT-OII1NTID DISIDISEK1?lI TRANSACTIONS )NR OTI 
TRANSACTIONS ElZtLCTING DMOSITS AND TANS1RSS OF LOCAL 

nanaftlil MAI0018 91033) 



UNCLASSI I.%B IXOCAP IShU J321135~ 

3 CRN, !N YN,13
CURR1. C 'YUz N RiIIUNS. IT ALSO SnOUL 

CTdER DCNGR UNDING STRFAMSL2DD ADMINISTERS.THAT TrrE NOW 

TC WBICH Wi BAVF NO ACCFSS. THE E IS LYSS CHANCE OF
 
COMrOINGLING YUtNDING STRzAIl'S UNDhR A T'O-TIER-D APPROACH.
 

- C) AS NEOCATIONS OF PRCGRAM AGRIEMENTS TAXE PLACZ
 
AND SHCUID REMAIN AT A BIGBR LEVEL THAN THE LDD, THE
 
INSTRUVENT WBICE REILECTS THE FIRST S1AGES CF FRCGRAM
 
ACTIVITY, THE BAN& ACCOUNT SHOULD REMAIN IN THE BANLS OF
 
SENIOR OIFICIALS.
 

OUR SUGGSTED WOHDING iOR RhCOMMiNDATION 1.1. WOULD BE
 
QUOTY ENSURE THAT DEEOSITS ARE PROMPTLY AND CC.PLETEIY
 
MADE TO A TITLE I MINISTERIAL ACCOUNT AT THE CENTRAL
 
BAN.x FOR VBICB USAID wOULD R;CEIV) MONTHLY BANh
 
STATEMENTS ANL IROM WdICH TRANSFERS WCULD RECUIRE
 
FORVAL, WRITTiN PERMISSION OF THE USAID r1RECTCR AND THE
 
MINISTER Of IINANCE UNQUOTE.
 

2) SECTION II.A.2. THE REPORT AT PRESENT FOCUSES ON PL 
4J0 TITLE I GINIRATICNS AND DEPOSITS AN' SEIMS TO GLANCE 
OVER PROGRAMMING AND END USE OF FUNDS. WE ASSUME THIS 
MEANS THAT NO PARTICULAR PROBLEMS OR CONCIRNS WER) kOUND 
WITH PROGRAMMING OR END USE. HCWEVER, WE ARE CONCERNED 
THAT A CLEAR LISTINCTION BE MADE BETWEEN GENERATICNS AND 
DEPOSITS ON THE ONE HAND AND PROGRAMMING AND END USE ON 
THE OTHER. AS THE TITLE OF II.A.2 SUGGISTS, THIS 
SICTION FOCUSkS ON TITL, I DEPOSITS AND lhE PRCBLEMS 
TdAT EXIST IN THIS AREA; HOWEVER, THE DISCUSSION IN THIS 
SECTION SEEMS TO IMPLY THAT THERE ARB PRCfLIMS WITO 
PROGRAMMING AND IND USI AS A RtSULT OF PROILiMS WITH 
DEPOSITS. YOR EXAMPLE, ON PAGE 11 WE FIND THE 
STATEMENT: QUCTE USAII/SC ALIA HAI) LIMITID, Ib ANY, 
VISIPILITT OVIR ON., ACCOUNT WHICH ENABLED THE GOVRNIMENT 
OF SOMALIA TO DIRYCT kUNDS TO UNAUTHORIZID USES. AGAIN, 
THE CONTROLLER'S OFFICE HAD NO ROLi IN DkSIGNING CR 
EVALUATING THE ACCOUNTING SYSTEmS RELATEt TO CCNTROILING 
LOCAL CURRiNCI AND ENSURING THEIR US! FOR AGRE1D TO 
PURPOSiS UNQUOTk. TEE kNSUING DISCUSSION CONCERNS THE 

O)CMESTIC DEVEIOPMENT DEPARTMENT (EDD) WHICH DEALS ONLY 
WITH THE PROGRAMMING AND END USE OF LCCAL CURRENCY AND 
NOT *IThi GENERATIONS OR DEPOSITS (SES DISCUSSION OF THE 
DUD'S BCLE IN PARAS lA, It# AND IC ABOVE). IN USAID'S 
VIk-V, THE REPORT WOULD BENEIT 'ROM A CLIARIR 
DISTINCTION 2ETWEIN IHI PROGRESSIVE STAGIS THRCOUGH WHICH 
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APPEDIX 1
 

Page 3 of 3
 

LCCAL CURRkNCY PASSE'S; YH-CM OUR PRSPCTIVh, WITB THIS 
'GREATER OCUS ON GINIRATIONS/1)EPOSITS AS DISTINCT Y'RCM 
"PROGRAe.MING/ENV USE, SCME 0 TH RECC, ENVA'TICNS WObLO 
3kCOMl MORE SPCIYIC/CLEARER. 

3) CF A LESS SUSTAN'TIVE NATURE, WE WOULD RECC.MIN 
SUBSTITUTION Of T t WORD QUOTE OVbRSIGHT UN(UCTNI IOR THf 
REPEATED USf CY QUOTE VISIBILITY UNQUCTE REGARriN, , 
&NOWLEDGE Ci USE OF 1UNDS IN ANY GIVIN AUCCOUNI. WE ALSC 
WOUO RECOMMiND DELETION O' THE EXAMPLE USID AT TBE TOP 
OF FAGE 13 CF TM £RA)T REPORT AS INAPPROPRIATI TC THE 
PARTICULAR POINT BEING MADE. RAWSON 
.T 
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APPENDIX 2
 

List of Report Recipients
 

Mission Director, USAID/Somalia 

AA/AFR 

REDSO/ESA 

AFR/EA 

AFR/EA/KS 

AA/FVA 

FVA/FFP 

AA/M 
LEG 

GC 

AA/XA 

XA/PR 

M/SER/MO 

M/SER/EOMS 

M/SER/CM/SD/SS 

M/FM/ASD 

PPC/CDIE 

SAA/S&T 

IG 
DIG 
TG/PPO 
AIG/LC 
IG/I I 
IG/EMS/C&R 
IG/PSA 
RIG/A/C 
RIG/A/D 
RIG/A/S 
RIG/A/M 
RIG/A/T 
RIG/A/W 
RIG/I I/N 
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