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March 25, 1988
 

MEMORANDUM FOR MISSION DIRECT 
 / nSAa , merson Melaven
 

FROM: RIG/A/Nairobi, Richa al _h
 

SUBJECT: Audit of Cash Advances to Projects in Rwanda
 

The Office of the Regional Inspector General for Audit, Nairobi
 
has completed its audit of A.T.D. cash advances to projects in

Rwanda. Five cooies of the audit report are 
enclosed for your

action.
 

The draft reoort was sutmitted to You for formal comments but
 
no response was received 
from you prior :o the release of this
 
report. 'owever, your comments on the written findings 
as
 
presented to you at the exit conference were considered fully

and as a result, we made chances to :he reoort as ippropriate.

Your comments are attached 
to the reoort in their entirety.

The report contains two recommenati'ns. ?oth recommendations
 
are considered resolved but 
require additional action. Please
 
,advise me within days of
30 any additional information relating

to actions planned or taken 
to imolement the recommendations
 
Nos. i and 2.
 

I appreciate the cooperation and courtesy extended to my staff
 

during the audit.
 

Background
 

USAID/Rwanda was one of fourteen A.I.D. missions in eastern
 
Africa serviced by the Regional Financial Management Center
 
(RFMC) located 
 in !airobi, Kenya. The financial services
 
provided by RFMC/Nairobi to client missions depended on the
 
type of financial available at
staff specific missions, At
 
USAID/Rwanda, even though a Controller 
position was recently

established and a Mission Controller assigned, requests for
 
cash advances were sent to RFMC/Nairobi for processing. After

processing and approval, RFMC/Nairobi sent a request the
to

Regional Administration Management Center in Paris, France for
 
a check to be issued. That system was in a state of change, at

the time of audit, since having a Mission Controller enabled

the Mission to assume more responsibility for approving cash
 
advance requests and recuesting cash advance payments from
 
Paris. RFMC/Nairobi processing included voucher examination,

certification of funds availability, and posting to the
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official accounting records. Periodically, RFMC/Nairobi sent
 
financial reports to USAID/Rwanda to reflect the action taken
 
on each voucher. Those reports were 
intended to facilitate
 
OSAID/Rwanda monitoring and reconciliation of its financial
 
transactions.
 

Among the various financial transactions initiated by

OSAID/Rwanda were advancement 
of funds to development projects

funded by 
A.I.D.. These funds were advanced on the basis that
 
the Government of Rwanda could not afford underwrite project
to 

costs and then be reimbursed by A.I.D.. Such advances were
 
made in the form of U.S. dollars or in Rwanda Francs owned by

the U.S. Government. Whether dollars or Francs provided
were 

depended on how the 3dvance would used (e.g., pay costs
be to 

outside Rwanda or local costs in Rwanda).
 

Audit Objectives and Scooe
 

The Office of the Re onal -spe!ctor General for Audit/.,airobi
made an e-,CncT,v and C eiCnI a Ldit of .sh advances to A. .D.funded projects in . a nda. The audit ob:ective was to 
determine if cash advan .c.-Swer e nen-7ana economic and1 Iv 
efficient"I. Srkec fic ec tive ;e to- cb i e (1) determine if
 
project advances 
a .. a rvedd; y :D a/R -n1a off- c-a 1sp-pr weret'.1 -, anGa montor'ng of caish 
advances. 

The audit w-,s m:,de at RFM,/Nrobi -nd at SA:/Rwanca inKigali, Rwanda the .ovember 3 to Nov,,ber 1),during Derio-

1987. 7'Z D/Rwa.--da and R-,c,: a• robi officials 
 we re
interviwe 1, -or!4ect f.i.S anc4 f inancia' roorts we,, r e viewed,
and re= ated internal controls "'ere tested. The ;dI scope
included $1,391,385 of cash advances outstandina to projects as
of September 11, 1957 of wich, $,(02,177 was tested. The
audit was conducted in acc, dance with generally accepted 
,nvernment auditing standards. 

Result3s f lud i t 

The audit identified improvements in USA:D/wanda's management
of cash advances to projects, especially since the
 
establishment of a Controller's Office. However, audit
the 

identified weaknesses that still 
 needed attention. Cash

advances were being provided even though the Governmennt of 
Rwanda had sufficient funds available and the monitor:ng of 
cash advances needed imorovement. 

The weaknesses identified resulted in U.S.-owned funds being 
unnecessar ly provided as cash advances to rcioients
project

and unnecessary costs to the U.S. Government. 
 Therefore, we
recommended that certain tvoes of cash advances be eliminated,
monitorinq be improved and certain outstanding advances be 
recovered. 
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U.S.-Owned Rwanda Francs Cash Advances Can Be Eliminated -

A.I.D. and U.S. Treasury regulations allowed for cash advances
 
when recipients did not have the working capital necessary to
 
underwrite costs. USAID/Rwanda officials continued to make
 
cash advances even though the Government of Rwanda accrued
 
certain funds which could be used to underwrite costs. This
 
happened because USAID/Rwanda officia'.s did not consider using
 
local currency revenues generated from other A.I.D. programs.
 
As a result, unnecessary'use of U.S.-owned funds continued and
 
unnecessary costs accrued.
 

Recommendation No. 1
 

We recommend that the Director, USAID/Rwanda negotiate
 
arrangements with the Government of Rwanda to eliminate using
 
U.S.-cwned Rwanda Francs to make cash advances to projects.
 

Discussion - A.T.D. and U.S. Treasury regulations allowed for 
cash advances wen recipients did not have the working capital 
necessary to underwrite corrs. ?he preferred method of 
underwriting oroject costs was for such costs to be paid by
host governmnents or other conce-rns and the.,, for A.i .D. to 
reimburse for thcse costs - he reimbumethod. -he 
reimb r Sabe method Dro v:(es interest savinas to eU.S. 
GO ver rmenn t . 

USAiD/?wanda made cash advances to projects goino back several 
lears . Accord]ng to UZ/wa.da oz Dis, those advances 
were needed because the Go:;ern!ent of Rwanda did not have 
su ffc:en: work inc ita to project inca L unerwrite costs. 
USA D/?anda s 1936 annual budget :ubmission, the Mission 
expressed an intent to go to the retmbursable method for all 
new projec:s and subsetqde it v had sore success in new 
projects. ?riimary consi era. ion was given to having the 
Goverr.ment of Rwanda seek wo,_.rking caoLtal l.oans from financial 
instit -ions.

-he au. _t noted tha - Juriu '987,, 

he i n t~hn 198, the Government of Rwanda 
began accruinq substantial Rwanda Franc revenues from an A.I.D. 
Commodity 7mport Program. Sased on A .I .D. reports and 
discussions with the Mission Controller, the audit identified 
that the Government of Rwanda had unprogrammed Rwandan Francs 
t ta..lin 3,873,000 fariatle that Accordingly,from procram. 
the auditors suggested that USAID/Rwanda officials consider
 
approaching Government of R-.anda officials with the idea of
 
using those funds r=ther t'han continuinc to use U.S.-bwned
 
funds. The $3,875,000 was more than enough to cover the
 
$1,252,530 of outstanding Rwanda Franc cash advances
 
outstanding at Seotember 1i, !P87. Use of Government of Rwanda
 
owned funds could have saved the U.S. Government about $44,000
 
annually in interest costs.
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Subsequent to the auditors departure, the Mission Controller 
met with Government of Rwanda officials and reportedly obtained 
their agreement to use those funds to make cash advances 
thereby eliminating the need for A.I.D. to fund future advances 
with U.S.-owned resources. Accordingly, upon finalization of 
the procedures to effect that arrangement, the recommendation 
related to this issue will be closed. 

No formal comments on the draft report were received from the
 
Mission prior to the release of this report.
 

Management of Cash Advances Can Be improved - A.I.D. and U.S. 
Treasury regulations required that cash advances be limited to 
immediate disbursing needs (i.e., not more than 30 days) unless 
a longer period is justified. A.I.D. regulations also required
that the use of cash advances be monitored and unused funds 
promptly returned to the U.S. Treasury. jSAID/Rwanda however, 
did not justifv advances beyond 30-lays and did not effect ively
monitor cash advances. Mission officials w:ere unaware of the 
30-day criteria and lid nct ur:derstand their responsibilities 
for monitoring. As a result, funds were unnecessarily advanced 
and not recovered or licuidated for long :eriods of time.
 

Recommendation No. 2
 

We recommend that the Director, USAID/Rwanda:
 

a. 	 limit future cash advances to no more than 90-day cash
 
disbursement needs for the initial advance and to 30-day 
needs for subsequent rep:enisnmnnts, 

b. 	 issue a Mission Order estblishing a system for monitoring 
cash advances to Croj cts and identifying specific
monitoring responsibilities for protect officers and the 
Controller staff,
 

c. 	 initiate action to recover unused funds outs:anding of
 
.140,0 to the. Dr_JchL Relief Project and $1,924 to the
 
Agriculture Education Project,
 

d. 	 obtain an accounting and either recover or liquidate
 
advances of $1,982 to the Fish Culture Project; $3,467 to
 
the Cropping Systems Project; $25,597 to the Human Rights 
Projects; and $50,313 to the Special Self-Help Project,
 

e. 	 deobligate funds totalling $271,047 for the Drought Relief
 
Project.
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Discussion - Consistent with U.S. Treasury requirements, A.I.D. 
Handbook 19, Chapter 1, page lB-8 required that cash advances 
should be provided in minimum amounts required to meet 
recipients' immediate disbursing needs. Immediate disbursing 
need was defined to mean cash requirements of up to 30 days. 
The Handbook also provided that if project implementation would 
be seriously interrupted or impeded by the 30-day rule, then 
advances could be provided to cover up to 90 days; however, 
written justification for any period beyond 30 days had to be 
approved by the appropriate Bureau Assistant Administrator or 
A.I.D. representative. In addition, pace 1B-7 of this Chapter 
required the cash management practices of recipient 
organizations be monitored to ensure that excessive cash 
balances were promptly returned to the U.S. Treasury. The 
intent of those reauirements was to minimize U.S. Treasury 
costs associated with Cash advances. 

USAD/Rwanda was making cash advances which exceeded the 
limitation of 30-day disbursement needs and providing advances 
based on 90-d, disbursement neds . Reqiuired justifications 

1
Nreoar stated 
they tho 9 was allowed and were unaware of the 30-day 
and wa>'ers we-e not . :ssion officials that
 

9,htdays 

reui rement. 

The au it ,etermined that a n.th- orocessina time was 
involved before a cash advance actually cot to Project 

4cP entS.7r exam1le, 7 to days was ued for an 
advance ree to be predared by the recipien , nciuding 
preparation o f e isb:rserent schedule justifying need4 p :h,: 
for te . _n.S . he advan ce r eUe t was t'en :orward to the 
USAID/'Rwand 3roje ct offcer for admnistrative aorovaI which 
took five' to s een d-ys Fore. After USATD,/Rwanda processing, 
the re::u st was forwarded to RFMCi' airobi where processing tookabout 21 to 30 cav . /.. ca l-Mr... a


about~ ~ as ~ ~ ..- i robi processing, a~ :trRM/a22-o3 cable 
was sent to tne Regional Admnistraive Management Center in 

Paris, --rance which issued the check and forwarded it to the 
recicient - another / to 14 davs. On this basis, the 
process:ng timne ranced between 40 to 65 days before the 
recioient .o- t:he funds. 

Because of the lengthy processing time, the audit determined 
that an initial cash aivance to cover 75 co 90 days was 
necessary to ensure that project implementation delays did not 
occur. Sueuent advances however should have been limited to 
the amounts re uired for 30-day d'sbursement needs and vouchers 
should have been submitted on a monthlv basis. 

The audit a!So identified that project officers were unaware of 
the rquiirement to analyze cash advarce requests and monitor 
the use of cash advances. Reliance was almost totally left to 
the Mission Controller to perform these functions, even though 
the Controller did not have the insight into project 

- 5



:.requirements expected of project officers. For example, the
 
audit identified' several cases where project officers 
were
 
unaware that their projects had advances. In one case, the
 
project officer stated that he knew nothing about an advance
 

S	because "it was not on his watch" that .the., advance was.,. given.. 
The Mission had not defined these roles. 

As a result, the audit found that some actions were taken to
 
recover- long .outstanding advances, but the were other cases
 
where nothing had been done. For example, an advance of
 
$10,931 given in July 1983 to the Agriculture Education Project

had an unliquidated balance of $1,924 and no action had been
 
taken to get it liquidated or to obtain a refund (Exhibit 1 
identifies all cash advance related transactions needing

further follow-up). In another case, the Mission Controller
 
had recommended to the project officer that a $271,047

obligation be deobligated in May 1987, however nothing had been
 
done at the time of audit.
 

Overall, unnecessary cash advances resulted in unnecessary
 
interest costs to the U.S. Government. In addition,
 
unnecessary obligations tied up funds which could be used for
 
other A.I.D. purposes and could eventually result in the loss
 
of those funds to A.I.D.. We estimated that unnecessary

interest costs of about $27,300 annually were accruing to the
 
U.S. Government because of unnecessary cash advances provided
 
to projects in Rwanda.
 

No formal comments on the draft report were received from the
 
Mission prior to the release of this report. However,
 
USAID/Rwanda did submit written comments to the "Report of
 
Audit Findings" presented at the exit conference. These
 
comments were considered fully and changes were made to the
 
report as appropriate. USAID/Rwanda's comments are included in
 
their entirety as an appendix to this report.
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EXHIBIT 1
 

CASH ADVANCE TRANSACTIONS NEEDING
 
REFUND, LIQUIDATION OR DEOBLIGATION
 

AS OF NOVEMBER 10, 1987
 

Project Title/Number 


Drought Relief/6960001 


Agriculture Education/6960109 


Fish Culture/6960112 


Cropping System Improvement/6960123 


Human Rights/6989801.96 


Special Self-Help/6989901.96 


Amount 


$140,180 

271,047 


1,924 


1,982 


3,468 


25,597 


50,313 


Required Action
 

Refund
 
Deobligation
 

Liquidation
 

Liquidation
 

Liquidation
 

Liauidation
 

Liquidation
 

http:Self-Help/6989901.96
http:Rights/6989801.96
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Page 2 of 3
ADY NPERFORM EDlINADEQUATELY W TH3
 

OSUGGEST, TITLE' SHOULD READ "'MONITORING '--,
 
k'kJ,,ADVA NCES WAS, INADEQUATE.
 

i. HE STA TUS 07 RECIOMME NDA TION.4S FOLLOWS: 

01. MIS SIO0N IS DRAFTING A MISSION ORDER. 

N300._2: - M I SSIO0N HAS SENT A SECOND LETTER DATED' DECEMBER 
A28 1987'TO TEE GOR REQUESTING A REFUND. THE PROBLEM IS
 

TT 'THE REFUND) CHECK MUST ,BE.YWITTIN ,AGAINST A

CONMVERTIBLE ACCOUNT. THE GOR'DOES NOT HAVE THE U•S.
 

DIOLLARS AND. WE ARE TRYING TO FIND A SOLUTION. MEANWILE)
 
THE MISSION WILL REQUEST THE USDO/PARIS TO ALLOW
 
OUSAID/RWANDA ,TO DEPOSIT A LOCAL CURR.-NCY CEEC.', -IF THE
 
MISSION IS UNSUCCESSFUL TO 0TAIN USDO AUTHORIZATION TO
 
V.ACCEPTA CHECK AGAINST A NON-CONVERTIBLE ACCOUNT, A BILL
 
'FOR COLLECTION WILL BE ISSUED.
 

NO.'3 - MISSION HAS BEEN UNABLE TO LOCATE MR. JUSTUS
 
MUKARAGE AND IS SENDING A MEMORANDUM TO THEi RLA/NAIROBI

R'EQUESTING FURTHER GUIDANCE.
 

NO .4 - THE ACCOUNTING FOR TEE ADVANCES TOTALLING: A.)DOLS 
,982.24 UNDER FISH CULTURE PROJECT A S NOT BEEN DCNE. 

/IT FILL BE COMFLITED -Y FFBRUARY 28, _.)DOLS 3,457.65
UNDER CROPPING SYSTEMS PROJzc" v S BEEN COMPLETED kND ETC 

JWI A LIQUIDATION VOUC.EE CLEAR THE AMOUNT,IL SLYMIT TO 
;'C.)DOLS 25,597.12 UNDER HUMAN RIGHTS PROJECTS EAE _EEN
 
LIQUIDATED AS OF JAN|UAIT 15 AND, D.)tOS 5 .,712.75 U:JDER
 

fSELF-HELP ?ROj3CT HAV2 33EN LIqUIDATED OF JANUJARY 15.
 
!B. RECORD OF AUDIT FINDING NO.2 REMARKS THAT THE MISSION
 
DID NOT REQUIRE V'AIVERS FOR ADVANCE REQUESTS FOR MOR,'
 

:THAN:.30 DAYS DIS-URSING N--EDS. MISSION AGREFS WITE THE
 
SFINDING AnD THE AUDITOR'S STATEMENT AND 'WILL ISSUE
 

iWAIVERS IN TNE FUTURE. A MISSION ORDER IS BFING
 
!DRAFTED. MISSION ACCEPTS THE .IECO::IENDATION.
 

C. THE RECOMMENDATION TO DO_.,IGAT TEET _ALA.C. 0.O 0LS 
' 271,047 UIDE'R DROIJ-HT R.LIFF ?ROJECT. MISSION ACCEPTS 
~THIS RECOMMENDAT ION AJD WILL D'_O32LIG.mTE DOIS 13V',3"A ;7 .2,
 
NOT LLATER TEAN JANUARY 3- AND T117 DIFRENCE AS SOON AS
 
THE GOR PROVIDES THE :IISSION WITH A REFUND CHECK 'OR THE
 
OUTSTANDING ADVANCE FOR DOLS 143,179.76.
 

UNCLASSIYITD KIGALI 0onzv29,/ 
Aw * 

a..* 4.: , .

r? 

- ' .. .' ' . 

I 
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-CLASSIFIED KIG&LI ejZ' 9/n APPENDIX 1 
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2. MISSION WILL CABLE STATUS OF OPEN RECOMMENDATIONS ON 
JANUARY 30. PLEASE CABLE TOUR COMMENTS ASAP. DE WILDS 

BT 
#0329 

UNCLASS'FIED KIGALI 0.329/02
 



APPENDIX 2
 

REPORT DISTRIBUTION
 

Mission Director USAID/Rwanda 
 5
 
AA/AFR 
 1
 
AFR/CCWA/ZRBC 
 1
 
AFR/CONT 1
 
AA/XA 
 2
 
XA/PR 1
 
LEG 
 1
 
GC 
 1
 
AA/M 
 2
 
M/FM/ASD 
 2
 
SAA/S&T 
 1
 
M/SER/MO 
 1
 
PPC/CDIE 3
 
IG 
 1
 
DIG 
 1
 
IG/PPO 
 2
 
IG/LC 
 1
 
IG/ADM/C&R 
 12
 
AIG/I 
 1
 
RIG/I/N 
 1
 
!G/PSA 
 1
 
RIG/A/C 
 1
 
RIG/A/D 
 1
 
RIG/A/M 
 1
 
RIG/A/S 
 1
 
RIG/A/T 
 1
 
RIG/A/W 
 1
 
RFMC/N,4i robi 
 1
 


