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UNITED STATES OF AMERICA

AGENCY FOR INTERNATIONAL DEVELOPMENT
REGIONAL INSPECTOR GENERAL/AUDIT

UNITED STATES POSTAL ADDRESS INTERNATICNAL POSTAL ADDHESS
BOX 232 POST OFFICE BOX 30261
APO N.Y. 09675 NAIROBI, KENYA

March 25, 1988

————— ————

MEMORANDUM FOR MISSION DIRECTO SA w?nziéifmprson Melaven

neld €551

FROM: R1IG/A/Nairobi, Richard C. abe

SUBJECT: Audit of Cash Advances to Projects in Rwanda

The Office of the Regional Insvector General for Audit, Nairobi
has completed its audit of A,7.D. cash advances to projects in
Rwanda. Five copies of the audit report are enclosed for vour
action,

The draft revort was submitted to vou Zor formal comments but
no response was recaived Irom you prior to the release of this
report. However, Vvour comments on kthe written findings as
presented to you at tne exit conference were considered fully
and as a result, we made changes to =he r2o0rt s appropriate,
Your comments are attached :to the report in “he‘r entiraty,
The report contains *wo racommendations. 2oth recommendations
are considered resolved but require zdditicnal action. Flease
,advise me within 30 days of any additional irnformation relating
to actions planned or taken to imdlement the fecommendations

Nos. 1 and 2.

I appreciate the cooperation and courtesy extended to my staff
during the audit,

3ackground

USAID/Rwanda was one of fourteen A.I.D. missions in eastern
Africa serviced by the Regional Financial Management Center
(RFMC) located in Nairobi, Xenya. The financial =services
provided by RFMC/Nairobi +to client missions degended on the
type of financial staff available at specific missions. At
USAID/Rwanda, even though a Controller position was recently
established and a Missicn Controller assic cned, requasts for
cash advances were sent to RFMC/Nairobi for prccessing., After
processing and approval, RFMC/Nairobi sent a reguest to  the
Regional Administration Management Center in Paris, France for
a check to be issued. That svstem was in a state of change, at
the time of audit, since having a Miscion Controlier enabled
the Mission to assume more responsi ili or approaving cash
advance raquests and r« 2SN advance  payments  from
Paris. RFMC/Nairobi wro CGSSlng incliur oucher 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
USAID/Rwanda monitoring and reconciliation of 1its financial
transactions,

Among the various financial transactions initiated by
USAID/Rwanda were advancement of funds to development projects
funded by A.1.D.,. These funds were advanced on the basis that
the Government of Rwanda could not afford to underwrite project
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 were provided
depended on how the advance would be used (e.g., to pay costs
outside Rwanda or local costs in Rwanda).

Audit Objectives and Scope

The Office of the Regicnal Inspector General for Audit/Yairobi
made an econcmy and elficiency audit of o:ish advances to A,T.D.
funded 9projects in Rwanda. Tne audit  obiective was  to
determine if casa aivances were ceine manaced economiczllv and
efficien:lv, Sreciiic obljective:r were to (1) determins if
project advancas agcroved oy USLID/Rwanda  officials were
approrriats, ana (2) evaluate USrID/Awanda menitoriang of cush
advances,

The audit wzs mnade at RFMC/Naironi =nd at 'USAID/Rwanda in
Kigali, Rwanda during the period MNovember 3 to MNovenber 1,
1937. C3AID/2wanda and RETMC Nairobl oificials BT e
interviewed, oro‘ect files and financia’ reports wer: reviawed,
and reliat=d internal controls were teosted. The s.di:z scope
included $1,391,385 of cash asvances outstanding to projects as
of Septemter 11, 1987 of waich $1,202,177 was test=d. The
aucit was conducted in accr~idance with Jenerally accep:ted
Javernment auditing s-andards.

Results 3f Audis

The audit identified improvements in USAID/Rwanda's management
of casn advances to proiects, aspecially since the
establishment of a Controller's oOffice. fowever, rthe audit
identified weaknesses *hat st ill nreeded attention. Cash

advances were being provided even though +the Government of
Rwanda had sufficient funds available and the monitoring of
cash advances needed improvament,

The weaknesses identified result
unnecessarily provided as I
and unnecessary costs to . Government, Thereiore,
recommended that certain types of cash advances be elimina
monitoring be improved and certain outstanding advances
recoveced,

d in U.S.-owned funds
vances to project recin



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 Mo, 1

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

scussion D. and U.S. Treasury regulations allowed for
cash advances when racipients did not have the workinag capital
necessary t0 undéerwrite ¢oste, The preferred method of
anderwriting project costs wis [or such costs to be vaid by
host governments or other concerns and then for A.I.D. to
reimbursze for *thcse costs - the reimbursement methnod. The
reimbursable method orovides interest savings to the .S,
Governmant,
JSAID/Rwznda made caszh advances %o prolects aoing tack several
years, accordin to USiID/Rwarda officialz, those advances
were nseled because the Government of 2wanda did not have
sufficient working capital to underwrite project costs. in
USAID/?wanda's 1986 annual budoer submission, “he Mission
expressoed an intent to go to “he reimbursable method for all
new orojects 4and  subseguently  had  some  success  in new
proiects. °rimary consideracion was given to having the
Goverrment of Rwanda seex working capital loans from financial

institu-ions,

The audit noted that Zuring 1987 nt of Rwanda
pegan accruing substantial Rwanda Pranc ravenues from an A.I.D.
Commodicy Import Program. Based reports and
discussions with the Mission cController, the audit identified
that the Government of Dwa"da had unprogrammed Rwandan Francs
tctalling 63,873,000 availa-le from that crogram. Accordinaly,

the audicors suggested tnat USAID/Rwanda officials consider
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approachning Govearnment ~f R2wanda officials with the idea of
using those funds rather Lthan continu: ng to use U.S.-dbwned
funds. The $3,875,000 was more than enough to cover the
1,252,530 of outstanding Rwanda Franc cas advances
outstanding at Septemher 11, 1937. Use of Government of Rwanda

owned funds could have saved the U.S. Goverament about $44,000
annually in interest costs,


http:UZ/wa.da

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 1.S,
Treasury requlations required that cash advances be limited to
immediate disbursing needs (i.e., not more than 30 days) urnless
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. Treasurv, 1JSAID/Rwanda nowever,
did not justify advances bkeyond 30-days and did not effectively
monitor "Nh dvinres, Miscsion officials were unaware of *the
30-day c¢ri te_La and aid nct urnderstand their responsibilities
for monitoring., As a result, funds were unnececssarilv advanced
and not recovered or liguidated for long periocds =f time.

Recommendat-ion MNo., 2

We recommend that the Director, USAID/Rwanda:

a, limit future caszsh advances to no more than 90-day cash
disburszment needs for tha initial advance and to 30-2dav
necds for subsequer:t replenisanments,

D, issue a Mission Order estatlishing a zystem for monitoring
c&s advances te orojects:  and identifving specific
monitoring responsibilities for proisct officers and the

Controller staff,

C. initiate action to recover unused funds outscanding of
$140,18) -0 the Drough:t R2lief Project and $1,924 to the
Agriculture Zducation Project,

d. obtain an accounting and aither recover or liquidate

advances of $1,982 to the Fish Culture Project; $J,467 ro
the Cropping Systems Project; $25,597 to the Human Rights
Projectes; and $30,3.3 to the Special Self- Help Project,

e. deobligate funds totalling $271,047 for the Drought Relief
Project.



Discussion - Consistent with U.S. Treasury requirements, A.I.D.
Handbook 19, Chapter 1, page 1B-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 3(¢ days.
The Handbosok also precvicded that if project implementation would
be seriously interrupted c¢r impeded by the 30-day rule, then
advances could be provided to cover up to 90 days; however,
written justification for any periond beyond 30 days had to be
approved by the appropriate Bureau Assistant Administrator or
A.I.D., representative. In addition, page 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 o0f those requirements was to minimize U.S. Treasury
costs associated with c¢ash advances,

/Rwanda was making casnh advances which exceeded the
Al

D ;
limitation of 20-day dishursement needs and providing advances
based on 90-cday disbursement needs, Required Jjustifications
and waivers were not prevared. Mission officials stated that
they tthth 97 days was allowed and were unaware of the 30-day
reguiremant,

The audit Jetermined that a lenathy processing time was
invoived before a cazh acdvance actually <ot to project
recipients. “or example, 7 to 14 davs was rsguired for an
advance r=2guest to be prepared by the reciosien:t nciuding
preparation of the Jdisbursement schedule Jus: N
for thes ZIuniz, The z2dvance r2guest wWis then

USAID/Rwandi project cificer £ adminishrati

took fivs' to 3zeven davs wmore, Liter USATD/R:

the reouest was forwarded to REMC/Mairobi where pro

apout 21 to 30 dave. riter RFMC/Mairobl orocessi a

was sent to the Regional Administrative MManagement Center in
Paris, France which 1issued the chrack and forwarded it to the
recigient - 3notner + to 14 <zays. On +=hkis Dbasis, the
processing tinz randed Dbeuwszen 49 to »5 days Dpefore the
recipient dot the funds.

Because of %tne lengthy bprocessing time, the audit deter
ini cash advance to cover 75 c¢o 90 days was

that n initial

necessaryv to enzure that project implementation delays did not
poccur, Subseqguent advances however should have been limited to
the anounts :eqa*r d for 30-cday disbursement needs and vouchers
should have Leen mitted cn a menthly basis.

The audit alszo identified that project officers wer= unaware of
the requirenent to anzlyze casn advarce reguests and nonitor
the use o0of cash =dv,ncas. Reliance was almost totally left to
the Mizsion Controll to perform these furctions, even though
the Controller dlﬂ not have the sight into project
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EXHIBIT 1

CASH ADVANCE TRANSACTIONS NEEDING
REFUND, LIQUIDATION OR DEOBLIGATION
AS OF NOVEMBER 10, 1987

Project Title/Number Amount Required Acticn

Drought Relief/6960001 $140,180 Refund
271,047 Deobligation

Agriculture Education/6960109 1,924 Liquidation
Fish Culture/6960112 1,982 Liquidation
Cropping System Improvement/6960123 3,468 Liquidation
Human Rights/6989801.96 25,597 Liguidation

Special Self-Help/5989901.96 50,313 Liquidation
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2. MISSION WILL CABLE STATUS OF CPEN RECOMMENDATIONS ON
JANUARY 3¢. PLEASE CABLE YOUR COMMENTS ASAP, DE YILDE
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APPENDIX 2

REPORT DISTRIBUTION

Mission Director USAID/Rwanda
AA/AFR
AFR/CCWA/ZRBC
AFR/CONT
AA/XA

XA/PR

LEG

GC

AA/M

M/FM/ASD
SAA/S&T
M/SER/MO
PPC/CDIE

IG

DIG

IG/PPO

IG/LC
IG/ADM/C&R 1
AIG/I

RIG/I/N
IG/PSA
RIG/A/C
RIG/A/D
RIG/A/M
RIG/&/S
RIG/A/T
RIG/A/W
RFMC/Nuirobi
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