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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE REGIONAL INSPECTOR GENERAL FOR WEST AFRICA

UNITED STATES ADDRESS INTERNATIONAL ADDRESS
RIG/DAKAR RIG/DAKAR

AGENCY FOR INTERNATIONAL C/o AMERICAN EMBASSY
DEVELOPMENT BP. 490 DAKAR SENEGAL

WASHINGTON, DC. 20523 January 14, 1988 WEST AFRICA

MEMORANDUM FOR Bern i A.I.D. Representative, Chad
SV

FROM: /A/Dakar

SUBJECT: Audit of Chad Support to Development
Ministries, Third Tranche, Project No.
677-0052 (Audit Report No. 7-677-88-01-N)

Attached is a copy of the report on subject audit prepared
by Price Waterhouse, Abidjan, Ivorv Coast.

You requested this audit to assess the Government of Chad's,
compliance with the agreement governing the wutilization of
the local currency equivalent of U.S. $1,750,000 repre-
senting the third tranche of the A.I.D. grant. The grant
was designed to help the Government finance its projected
budget deficits by paying salaries and other operating
expenses of civilian ministries.

The audit firm concluded that the Government of Chad
generally complied with the grant agreement, except that (1)
the Government transferred funds remaining under the project
from the project account to a new account without USAID/Chad
authorization, (2) the Government had not performed monthly
reconciliations of the project bank account, and (3) the
Mission had not obtained confirmation from the bank that
salaries paid to project beneficiaries had been received.

The report contains three recommendations which will be
included in the Office of the Inspector General's audit
recommendation follow up system.

Recommendation No. 1

We recommend the A.I.D. Representative, Chad, reach
agreement with the Government of Chad on the use of funds
transferred to the new bank account.

Recommendation No. 2

We recommend that the A.I.D. Representative, Chad, ensure
that the project's bank account is reconciled monthly.



Recommendation No. 3

We recommend that the A.I.D. Representative, Chad, obtain
confirmation from the Banque Tchadienne de Credit et de
Depots that salaries have been paid.

You agreed with the draft report findings and recommenda-
tions. 1In commenting on the recommendations, you stated
that the Government of Chad is Preparing a plan for your
approval to utilize funds transferred to the new account.
You stated that vyou were implementing a system of monthly
bank reconciliations, and that the reconciliation for
December 1987 had been completed. You also stated that
confirmation of salaries paid to project beneficiaries had
been received. Based on actien taken, recommendation No. 1
is considered as resolved and can be closed upon your
providing RIG/A/Dakar with a copy of the plan submitted by
the Government of Chad and arpvoved by you. Recommendations
Nos. 2 and 3 are consicered clnsed as of the date of this
r2port.

Please advise RIG/A/Dakar wit4ain 30 days of any additional
action taken to close recommencdaiion No. 1.

I appreciate the cooperation and courtesy extended to the
audit firm during the audit.
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October 23, 1987

Mr. J.P. Competello

Regional Inspector General's
Office

Dakar

Senegal

Dear Sir,

Following your instructions <contained in the work order
N® 625-0929-0-00~7099-00 dated August 26, 1987, we have
carried out an audit of the expenditures incurred under
the third ctranche (US $ 1,750,000) of the Budgetary
Support to Development Ministries in Chad, project N°

677-0052.
1. BACKGROUND

The grant agreement relating to the budgetary Support to
Development Ministries in Chad was signed on September
22, 1986 between The Republic of Chad and The United
states of America acting through the Agency for
International Development (A.1.D). The purpose of the
granv is to provide the grantee with the equivalent in
CFA francs of US § 7,000,000 in order to help the
Government of Chad finance its projected budget deficits
in 1986 and 1987 by paying salaries and other operating
expenses of civilian ministries. According to the terms
of the agreement, all salaries paid under the grant will
be at the level of at least 60 percent of the pay scale -

of the Government of the Republic of Chad.

Sociéte 3 Responsabilite Limitee
au Capital de 2 000 00U de F CFA
RC 16.987 Abidjan - Cate d'Ivoire
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The grant of US § 7,000,000, will be made available in four
tranches of US $ 1,750,000 each to be fully dishursed over a
three month period. The third tranche of US $ 1,750,000, which
was made available in July 1987, covered the expenditures
incurred during the period April 1987 to June 1987 and was fully
disbursed in August 1987,

2. SCOPE OF THE AUDIT

2.1 Under the terms of our engagement as outlined in the work
order, we were required to perform a compliance audit of the
expenditures incurred under the third tranche of US $ 1,750,000

to include the following audit procedures:

a) Assess the project's compliance with the utilization plan
submitted by the Ministry of Finance and Data Processing and
approved by A.I.D Representative/Chad through the examination of

supporting documentation and physical verification.

b) Assess the accuracy of the interim wutilization reports

submitted by the Government of Chad.

c) Interface with the A.1.D Representative/Chad Financial
Policy Adviser, who is required to inspect selected records and
expenditures on a monthly basis, and determine the frequency and

quality of his reports, and review his findings.
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d) Assess and evaluate the system of internal control observed
in the course of the examination, and suggest improvements to

the extent warranted.

e) Advise any amounts, which, in the opinion of the auditors,
should be disallowed for reimbursement, based wupon the
provisions of the agreements between the Government of the
United States of America and the Government of Chad, and/or

A.1.D regulations and procedures.

£) Prepare an exhibit showing the source and application of

funds covering the life of the third tranche of US § 1,750,000.

2.2 The audit was carried out 1in accordance with generally

accepted international auditing standards and the standards for

financial and compliance audits contained in the General
Accounting Office 'Standards for Audit of Governmental
Organizations, Programs, Activities and Functions' and

accordingly, included such tests of che accounting records and
such other auditing procedures as we considered necessary in the

circumstances.

2.3 An  examinpation made in accordance with generally accepted
international auditing standards 1is subject to the inherent
limitations of the auditing process and will therefore not
necessarily disclose all cases of defalcations or
irregularities, but their disclosure if they exist, may result

from the audit tests we undertake.
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3.1 Our audit of the &expenditures incurred under the third

3. WORK PERFORMED

tranche of US $ 1,750,000 was carried out during the week of
September 7, 1987 and included the following procedures:

- Ascertaining that the conditions precedent to the disbursement
of the third tranche had been met, especially the organisation

of a full census of the Government of Chad employees,

- Evaluation and testing of the system of internal control

pertaining to salaries and other expenses.

- Verification of the salary calculation for a random sample of
50 employees selected from the 18 Ministries involved to ensure

that:

+ the payments made were at least 60 percent of the pay

scale of the Government of Chad;

+ the selected employees are employed by the civilian

ministries as specified in the grant agreement,

= Obtaining direct confirmation from the "Bangque Tchadienne de
Crédit et de Dépots" (BTCD) and the "Banque Internationale
pour 1'Afrique au Tchad" (BIAT) for the bank transfers of the
salaries of 29 employees for the months of April 1987, May 1987
and June 1987,

- Verification of the procedures for the calculation and payment

of salaries in cash for 21 employees.
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= Verification of a sample of payment orders to supporting
documentation to ensure that payments are properly supported by
a detailed list of the beneficiaries and that the payment orders
have been properly approved by the relevant government

officials,

- Verification that the grant was free from any taxation or fees

imposed under laws in effect in Chad.

- Verification of the bank reconciliation at August 20, 1987 for
the special account N° 41-26 at the "Banque des Etats de
1'Afrique Centrale" (Central Bank) 1in N'Djamena and obtaining

direct confirmation of the balance at that date.

- Reconciliation of the total amount expensed and recorded by
budget 1line item to the total amount paid from the special bank

account under the third tranche operations.
- Reconciliation of the total amount expensed as recorded and
reported by the Government of Chad to the total amount paid froun

the special bank account during the life of the three tranches.

3.2 In order to collect the information necessary for the

audit, we met with the following personnel;

A.I1.D Representative/Chad

- Mr B.D. Wilder, AID Representative

- Mrs K. Le Blanc, Controller

- Mr W.B. Stallsmith, Financial Policy Adviser
- Mr P. Libiszowski, Sahel Regional Financial

Management Project



Ministry of Finance and Data Processing

- Mr M.W. Gomon, Director General
- Mr M. Salah, Budget Director

- Mr D.M. Guiagoussou, Central Treasurer

4. FINDINGS

4,1 We examined the accounting records of the project and noted
that they were properly maintained and segregated from other
funds records. We reviewed the utilization plan for the *hird
tranche of the grant covering the period April 1, 1987 to June
30, 1987 which was submitted by the Ministry of Finance and Data
Processing on July 1, 1987. The plan, which is summarised in
Appendix 1 by budget line item, sets out the proposed use of the
third tranche ($ 1,750,000) of local currency equivalent to
F.CFA 525,000,000. The actual disbursement of the third tranche
by A.1.D amounted to F.CFA 535,750,000, the difference of F.CFA
8,750,000 being due to the different exchange rates applied in
the wutilization plan and for the disbursement of the third

tranche.

Actual expenditures for certain budget line items were greater
than the amount "initially budgeted 1in the utilization plan.

These were compensated by other budget line items where the
actual expenditures were less than that initially budgeted. We
present in Appendix 111 a summary of expenditures, by budget
line item, for the utilization plan and the interim utilization

report,
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4,2 The third tranche was credited to special account N° 41-26
at the Banque des Etats de 1'Afrique Centrale on July 20, 1987.
The payments made during the period July 20, 1987 to August 20,

1987 were as follows:

Salaries and Expenses F.CFA
April 1987 242 328 208
May 1987 125 152 997
June 1987 165 878 084
533 359 289

°

The payments were made to account n 41-20 held by the
Government of Chad which originally made the payment of salaries
for the months of April, May and June 1987. We examined the
interim wutilization report for the third tranche submitted by
the Governmeat of Chad and found that the report fairly
reflected actual expenditures and payments, We present in
paragraph 4.3 a statement of the source and application of funds

covering the third tranche.
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4.3 Special grant account n® 41-26 showed a credit balance of
F.CFA 366,689 at August 20, 1987 and the reconciliation of this
amount with the interim wutilization report issued by the

Government of Chad 1is as follows:

F.CFA

AID disbursement of the third tranche 533 750 000
Salary and expenses for the 3 month

period April-June 1987 (533 359 289)
Balance per interim report 390 711
Balance per bank statement and cash book 366 689
Unreconciled difference 24 022
4.4 Because of the difference mentioned above we also prepared

and reviewed the cumulative statement of source and application
of funds covering the three tranches. Our Sstatement was prepared
according to funds received by the Government of Chad under the
first three tranches and according to the interim report

submitted by the Government of Chad for each of those tranches,
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Our review disclosed that balances resulting from the
utilization of the first three tranches of the grant had been
partially transferred from the special grant bank account to
bank account N° 4120 maintained by the Government of Chad with
the '"Banque des Etats de l'Afrique Centrale" at N'Djamena. Total
amounts transferred equal F.CFA 4,189,375 out of a cumulative
grant balance of F.CFA 4,556,484, The amount transferred to the
Government of Chad bank account is not supported by any salaries
and expenses. We did not note any clause in the grant agreement
that authorises the transfer of the unused grant balance at the

end of each tranche to a separate Government Bank account.

Recommendation N° |

We recommend the A.I.D Representative/Chad reach agreement with
the Government of Chad before the end of the life of the grant
as to the final utilisation of the balance remaining at the end

of the fourth tranche,
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45 The cumulative statement of the source aud application of

funds is as follows:

F.CFA

Opening balance on special account 4126 2 940
A.I.D disbursements
First tranche 572 250 000
Second tranche 528 500 000
Third tranche 533 750 000

Total of funds available l 634 502 940
Salaries and expenses
First tranche 571 595 831
Second tranche 524 991 336
Third tranche 533 359 289

Total salaries and expenses 1 629 946 456
Grant balance at the end of the third tranche 4 556 484
Balance per bank statement 366 689

Grant balance transferred to Government of

Chad bank account N° 4120
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4.6 During the course of our review of the Government of Chad's
utilization reports we noted a salary and expense balance of
F.CFA 94,904,101 at August 31, 1987 not presently reimbursed
from the A.I1.D grant, We were advised that this balance will be
reimbursed from grant funds available under the fourth tranche
and noted that the wutilization plan of the fourth tranche
presentéd by the Government of Chad on August 6, 1987 includes
F.CFA 106 million for prior period salary and expenses. The
Government of Chad has requested that the fourth tranche be used
to pay August and September 1987 salaries plus the F.CFA 106

million balance relating to prior period salaries and expenses,

Recommendation N° 2

4,7 Our review of the inspection report on the third tranche
prepared by the A.I.D Representative/Chad Financial Policy
Adviser revealed that direct confirmation of a sample of
beneficiaries requested from BTCD was outstanding and should be

followed up by the Financial Policy Adviser.

5. Our review of the system of internal control covering the
receipt and payment of ©project funds indicated that the
procedures are satisfactory and that they are in compliance with
the terms of the grant agreement. The main req.irement precedent
to the disbursement of funds was the organization of the census
of the Government of Chad employees. In collaboration with the
Financial Policy Adviser, we examined the documentation
supporting the census organised in May 1987 and obtained a copy
of the report on the census 1issued on July 28, 1987 by the
Government of Chad. Based on our discussions with the Financial
Policy Adviser, our observations and the review of the

Government of Chad report, we concluded that this particular
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condition precedent to the disbursement of the third tranche was

satisfactorily met,

6. Our review of the implementation status of our first tranche
audit recommendations revealed that one was still outstanding
(see footnote below), We had recommended bank reconciliations of
the special account 41-26 at the end of each month. These

reconciliations had not been performed.

7. In the course of our audit we did not identify any evidence
of misuse of the project funds. In addition, we did not identify
any amounts, which in our opinion, should be disallowed based
upon the provisions of the agreement between the Government of
the United States of America and the Governmernt of Chad, and/or

A.1.D regulations and procedures.,
8. CONCLUSIONS

The Project must comply with applicable laws and regulations and
the project agreement, We tested transactions and records
relating to the third tranche of the grant and the salary
expenditures for the 3 month period April - June 1987 to
determine compliance. All tested items were found to be in
compliance with applicable laws and regulations and the project
agreement. Furthermore, nothing came to our attention that
caused us to believe grant expenditures not tested, were not in
compliance with laws or regulations so as to have a material

effect on the financial position of the project.

Footnote : Audit Report N° 7-677-87-04-N dated March 31, 1987
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In our opinion, subjectl to A.T1.D Representative/Chad reaching
agreement with the Government of Chad on the use of the grant
balance of F.CFA 4,189,975 (Recommendation N° 1), and the follow
up of outstanding bank confirmation (Recommendation N° 2), the
expenditures incurred wunder the third tranche of US $ 1,750,000
of the Budgetary Support to Development Ministries in Chad are
correctly recorded and agree with the definitions included in
the agreement of the A,I.D. Project N° 677-0052 dated September
22, 1986.

Yours very truly,

i fite \AJQ&Uhousc_
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APPENDIX IV

Page 1 of 2
ACTION: RIG-2 IN¥O: DCM

VZCZCDKO9B1 LOC: 1wl

00 RUERDR 12 DYC 87
VE RUTANT #7646 3521454 CN: 56624
ZNR UUUUU Z2Zd CERG: AID
0 1814547 DEC 87 DIST: RIG

FM AMEMBASSY NDJAMENA

TO RUEHDR /AMEMBASSY DAXAR IMMEDIATE 1216
INFO RUEHC/SECSTATE WASHDC 8600

BT

UNCLAS NDJAMENA (7€46

ATIDAC
DAXAR FOR RIG/A/WA
ATD/W FOR AFR/SWA AND A¥R/PD/SYAP

E.C. 12356: N/A
TAGS: EAID, CD

SUBJECT: NONFEDERAL DRAFT AUTLIT REPORT ON CHAD SUPPORT
- TO DEVELOPMENT MINISTRIES THIRD TRANCYE

- (677-0052)

RFF: COMPETELLO/WILDER MEMORANDUM OF 11/13/87%
NDJ FILE CODE: 677-83652; PIO/T G£5-0929-40@51

1. USATD HAS STUDIED SUBJECT REPORT aAND CONCURS WITH IT
AS IS,

2. USAID AND GOC HAVE TALEN THE FOLLOWING STEDS TO
CLOSE THE THREE AUDIT RECOMMENDATIONS:

- -RECOMMENDATION NO. 1. THE GOC }AS PREPARED A
UTILIZATION REPORT AS OF DECIMBER 1, 1937, S:IQYING AN
UNEXPENDED BALANCE OF 74,329,446 CFA FULANCS.

UTILIZATION REPORT AND A PLAMN FOR THE UTILIZATION OF
THIS BALANCE WILL 3SHORTLY BE SU3MITTED TO TSAID ™07 ITS
APPROVAL. REMAINING FUNDS SHCOULT 3E EXPENTED WITHIN 3¢
DAYS, AND THE GOC WILL SUBMIT A FINAT UTILIZATION RIPOET
AT THAT TIME.

- ~RFCOMMENDATION NO. 2. THE USAID FINANCIAT POLICY
ADVISER HAS OBTAINED THE DIRECT CONFIRMATION OF A SAMPLE
OF BENEFICIAIRIES REQUESTED wPOM THEY BANQUE TCHADI INNE
CE CRETITS ET DE DEPOTS.

- ~RECOMMENDATION NO. 3.
ALVISER HAS WORKED WwITH T{E
PCLICY PROJECT AND GOC TREA
SYSTEM OF MONTHLY BANH RECO
SUBMITTED A BANK RECONCILIA

1987,

T4F USAIO FINANCIAL POLICY
SABEL REGIONAL FINANCIAL

SURY PEPSONNTL TO IMPLENENT A
HCILIATIONS. TillE 50C HAS
TION PERFORMED ON DECLYRBEL 1,

S. PLEASE CONFIRM ACCEPTABILITY OFf STEPS TALEN TG CLNSE
AUDIT RECOMMENDATIONS AND SEND FINAT, COPIES OF AUDIT
REPORT, INCLUDING FRENCH TRANSLATION ¥OE THE GOC, AS

UNCLASSIFIED NDJAMENA (¢C7646 U\“



UNCLASSIFI®ED

SOON AS POSSIBLE. BLANE

BT
#7€46

NNNN

UNCLASSIFIED

NDJAMENA

APPENDIX IV
Page 2 of 2
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APPENDIX V

Report Distribution

No. of
Copies

A.I.D. Representative/Chad
AA/AFR

AA/M

AFR/CONT

AFR/PD

AFR/SWA

AA/XA

LEG

GC

XA /PR

M/FM/ASD

PPC/CDIE

SAA/S&T

I1G

Deputy IG

IG/PPO

IG/ADM 1
IG/LC

IG/PSA

AIG/I

REDSO/WCA
REDSO/WCA/WAAC
USAID/Burkina Faso
USAID/Cameroon
USAID/Cape Verde
USAID/Congo
USAID/Gh na
USAID/Guinea
USAID/Guinea-Bissau
USAID/Liberia
USAID/Mali
USAID/Mauritania
USAID/Morocco
USAID/Niger
USAID/Nigeria
USAID/Senegal
USAID/Sierra Leone
USAID/The Gambia
USAID/Togo
USAID/Tunisia
USAID/Zaire
RIG/I/Dakar
RIG/A/Cairo
RIG/A/Manila
RIG/A/Nairobi
RIG/A/Singapore
RIG/A/Tegucigalpa
RIG/A/Washington
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