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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

OFFICE OF THE REGIONAL INSPECTOR GENERAL FOR WEST AFRICA 

UNITED STATES ADDRESS INTEFNATIGNAL AP4~iSr 
RIG/BAKAR Fi/DAI(Af

AGENCY FOR INTERNATIONAL C/o AMERICAN EMASSY
DEVELOPMENT B.P 49 DAKAR SENEGAL

WASHINGTON, DC 20523 July 19, 1988 WEST AFRICA 

MEMORANDUM FOR 	Director, USAID/Senega
 
Sarah Jane Littlefiel
 

FROM: 	 RIG/A,/Dakar, John P. e. 

SUBJECT: 	 Audit 
 of the Senegal African Economic Policy 
Reform Prcgram, Project No. 685-0291 
(Audi: Report No. 7-685-88-1) 

The Office of 	 the Rwqi, nal Inspector General for Audit,
Dakar, has completed its audit of the Senegal African 
Economic Policy 	Reform Program (SAEPRP). The draft audit 
report was sent- to you for comment and your comments are 
included as 	 Append: 1. The report contains one
recommenation which is considered as closed upon issuance 
of this report. No further Mission action is required. I
approwiao ;Ke cooperation and courtesy extended to my staff 
during o audit. 

Backoreu. 

Authorizoi in 	 1986, the S15 million SAEPRP supported a
series of u.x reforms being un(ertaken by the Government of 
Senegal (GUS). The progam focused on the tax system:
 
customsan tariffs, t:as on, 
inceme and investment, and 
prop,.tv taxes. The SALFPP ensis :er: of a $14 million grant 
to hr i- in tIh,, c: ash p ay ,s afte r t.ax r Foerms and 
ot er ( 111 inn we-, m i t , an G! m il ii on 0 rant for
 
techn:ic al a '.;s 
 cn and studi s t-o suptpor - t '. reform 
pr ram. 

In recei'vin gr;the A. T.DI. (ish gr ant, GUSthe aeedre tia t an
equivaI ntI amount of ]lca l curr-ncy would be used to pay its 
debts to smal an1rd mdi m--i,,d busi nes -s , and to local 
baiks h" I(di nl( ,iO of- a im ,r puk li s-(' to- cOnmi co 

agency, known as a [ra,- tat-a] . Thi, $14 in cash 
paymn-nt.: to the (;U5 wor-e :chdu], and made as fol lows: 

II,
 

http:prop,.tv


.......
(2) A,second .cash payment of,,$5 million was,,mad 1in Octobe r... .
 

(:3)~dbt and 
 ,i
 

(3)Te bia ash pSayen f a $ to be made i
 

~~Audit Ob ectives and Scope:, (,:,:
 

: , The Office :o~f th einlInspector Geea1foAdt
 
,
nakar
 

~adqayof teUAD/eea system for mea'suring .:;' ' 

.... made a program results audit ito i(1) ii.' assess: the i
 

program....... , ~
 
~~mad in accordancwit'e loiah cugencrlyuscco epedgovrnet 

adebtng 'andars 

had achevd desre reuls an (3 ienafsctr
 

incuded review, and loclscrrecyaui, was
exleat 1988 and thes tbevausadito
nalysi of the Program Assistnce3
fecay debtssowe 


Inraddition, as ofduApris1988 


rh torbusineses md alern h
 

implemenation letters, aboutal TheMisiof the so
contracts, ad oher relevant
goiran hadobeessetowr
~~~ocuments.i~~~i ohefortehncam asitane an sstde.
 
T1) aucascovered theof $ d thbeugh
Auns 1986 16ril
 

Offcoegonarslt forAudt,
Heer ofspeormGera
about $is 3 million reinof c en c'nitrolsisedaDinr program uit o time wasn 


madee rnoxesuts assessr the--mit on raised in this T audi
 

adqucyofth UAI/enga sstm ormasrig~prgrm-

(3 TIh 
 inal as psablent of 4 dionae tonbeomide ani
 



project ended. 
 To assess the overall results of the SAEPRP,

the Mission midterm
planned and final program evaluations,
 
and an impact evaluation for 1991.
 

The Mission had also adequately monitored GOS actions to
 
meet the Program Agreement conditions precedent. At the
 
time of audit, the GOS had met the conditions precedent for
 
the release of the first two cash transfer payments.
 

The audit identified a weakness in USAID/Senegal monitoring

of the use of local currency. The Mission relied on
 
listings of payments provided by the GOS without
 
independently verifying that payments had actually been
 
received. The audit recommended additional verification
 
procedures 
to better ensure that local currency was used as
 
intended.
 

Verification cf Local Currency Payments Needed
 

A.I.D. policy required that missions monitor the use of
 
local currency derived from 
 cash transfer programs. While
 
the policy did not define specific monitoring procedures,

the objective was to obtain reasonable assurance that monies
 
had been used as intended. USAID/Senegal relied on a list
 
of payments made to businesses as provided by the Government
 
of Senegal. The Mission believed such reliance 
was
 
reasonable and thus did not independently verify that
 
payments had been received. Audit tests showed that almost
 
$200,000 of the S3.3 million reportedly paid to businesses
 

Octobr cash
from the 1.986 payment could not be verified.
 
As a res.lt, unless additional Mission actions were taken to
 
verify pyments, there was little assurance that local
 
currency ,derived from the final 
cash payment of $4 million
 

h
in 1988 wil1] be received by businesses.
 

Discussi on, - A. I.L. Poelicy i,,trimination No. 5 dated
 
February 1983 is the 
 Aqoncy's ba si c pollicy staLement on 

local( e:;.Missi en m.nitorin of ] curralci or-iginally
appli( ,al. -ol of Pubi c jcommiditius, the 
policy',' ,a t dn; in' 11 4 to ,tr ommedyi import and 
cash tr: n's ' [r '; 'p'ho,T [' ] ( y .<tie t-ul,(:,n t-- (4au'; not 
prescrib- ) rI A I A. I .1). ,; ei ) u' 

to s ,w ,11) 

"Iu r,' ! -r mi n:; t in 
IIOnil-fCYr n] ! opalcU wJrr"',n," us,.; hlow, vu. the] nhi ct!i v,- to
is 
ensu r" t lm/ i us:; h..t n a1r- us, a n o ',s. tl; ind .
 

y nsf I (" U F:i ('1, 

cash qrtii , t0 l, i si 

In moni t~r tip!, o p) 'i1,.1 d u r-i "'t., f rore the 

on r,]I1 1on a lis t Ii q of payees
suppi i , d by t IV! t;AV. Foi ,xaml-] , 1-K (T;h nport'd that the 
local currency rumif-1ein lii ii , $51] illi cash grant made 
in 198{6 was; used to repay (6768 enterpri Ss businesses and 
one bank) . Although the bank was radi ]y identi fiable 
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- -- 

making it easyito verify athat it hadreceived .the payment
noted, there was littlea information ;thebusine ses-----reported- as--haying -beenpa dor, 

'on'

examp' e E 721717767m' 

businesses were identified by'lacronyms,' some 'of which 
neither''the Mission nor the auditors were able to identify. 

a-

In addition, 13 payees were identified by individual names 
only, making it virtually impossible to veL'ify -without
 

additional information, such addresses tephn
as or 

numbers. -- tlehn"aa
 

The Mission believed its reliance on the GOS- listing was
 
- reasonable. The Mission also justified sits belief that~
 

payments were being made as the GOS reported, r on results
 
obtained during testing of GOS payments made under 

-

Economic 
Support Fund V (ESF-V), a similar USAID/Senegal program
having the same reporting procedures as the SAEPRP. In -
December 1987 



*the Mission decided to test all 85 payments

made to businesses under the ESF-V program's . cash
first 

payment. After inquiring* at the GOS and conducting 'its own
research, the Mission found addresses for only 41 of 'the 85
 
payees. The Mission sent letters-to these addresses asking

the payees how much they had received in payment of debts
 
from the GOS. Only eight payees had responded by the end of
 
April 1988. Five responded-that they had been paid-amounts

indicated, one Payee claimed to have received less than the
 
GOS reported, and two indicated that they -had not received
 
payment. For the 33 payees who did not reply, the Mission
 
assumed that no response meant that the payee- had received 
correct payments.
 

The auditors considered the Mission test of ESF-V payments
 
as inconclusive and thus independently tested local currency

payments made to businesses under the -first $5 million cash
transfer made in 1986 under the SAEPRP. 
The auditors tested
 
all local currency payments over $50,000 or a total of about
 
$2.9 million of the $3.3 million paid to businesses. The

audit found that 16 payments totalling $2.7 million out of
 
the 18 payments tested had been paid as reported by the GOS;

two payments amounting to about- $200,000 - could not be

verified (see Exhibit 2). Of these two payments, one payee
did not reply to the confirmation requestt, and the auditors 
could not locate the place of business. The . second - payee 
was, an individual with a common name who could not be 
contacted because the GOS could not provide the address.
 

- • - Without additional information from the GOS, the auditors
could not establish if the payees were.bona fide. - or if-the 

two payments had been received. 

-

The auditors -discussed the need for improved payment
 
-verification
~a-4 with the Mission Controller. The 'Controller 
acknowledged that the current systemi could be improved to
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provide better assurance of payment, and that it could not
 
be assumed that paymei t had been received if the payee did
 
not reply to a request. In his opinion, a better test would
 
be to follow up on those payees who had not replied.

However, since this may require significant staff resources,
 
he believed that a smaller sample of payees should be taken
 
and 	 followed up aggressively. Furthermore, he stated that
 
the adequacy of GOS internal controls over payments should
 
be considered in establishing the size of the sample. The
 
auditors agreed that such an approach would be appropriate. 

Without additional verification the Mission did not have
 
adequate assurance that payments had been made as reported
by the GaS. While the audit uncovered no evidence of 
diversion or unauthorized use of local currency, the 
potential for abuse is increased when there is little 
information to adequately identify payees. 

Recommendation No. I 

We recommend that the Director, USAID/Senegal: 

a. 	 establish a system of sample testing to better ensure 
that local currency funds made available through the 
prcgram's final cash payment cf $4 million are used for 
intended purposes ; and 

b. 	 request that the Government of Senegal provide the 
information necessary to verify that the $198,966 of 
unconfirmed payments in the audit sample receivedwere 
by bona fide payees. 

The Mission state: in reply to the draft report that they
had issued a to Iicy directive detai ling procedures for 
payment of Ioca] currency debts which would establish a 
system of sam) le :;t inq Lo better ensure that funds made 
available thrnucl the ror am's final cash payment will be 
used fo 1*imjd., pEi:I s. Thu Mi sion al so requested that 

0'i c1, 	 tothe CPS (i':fvimai en necessary verify that the 
$198,96o -C unucli r mi n1ymn.nt - i: the aud]i t sample were 
received by L.a fi, pay"'s. 

Based on t hs, act on's, the recommenda ti on will be 
considered as closed upon the issuance of this report. 
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Exhibit 2
 

Audit Sample
 

Confirmation of Payments Over $50,000
 
Paid in Local Currency to Businesses Under
 

the Senegal African Economic Policy Reform Program
 
(as of April 1988)
 

Payee Amounts Reported Amounts Confirmed Amounts Not
 
Number by the GOS by the Audit Confirmed
 

1 $661,150 $661,150
 
2 257,054 257,054
 
3 238,182 238,182
 
4 173,141 173,141
 
5 166,667 166,667
 
6 166,667 166,667
 
7 166,667 166,667
 
8 1.33,667 133,667
 
9 133,667 133,667
 

10 111,777 1.1,777
 
11 106,644 106,644
 
12 100,000 $100,000
 
13 98,966 98,966
 
14 89,998 89,998
 
15 84,985 84,985
 
16 77,893 77,893
 
17 58,128 58,126
 
18 53,362 53,362
 

Total $2,878,61.5 	 $2,679,649 $198,966
 

Note: 	 Local currency (CFA) is calculated at an exchange
 
rate of 300 CFA = $1.00.
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UNITED STATES GOVERNMENT 

July 1, 	 1988 'imemoraincium 
REPL TO.
 

TTEN O George Carne rActing Director, USAID/Senegal
 

5UBJMCW 	 Commerts On Draft Report on Audit of the Senegal African Economic Policy
 

Reform Program
 

TO 

John Competello, RIG/Dakar
 

I appreciated the opportunity afforded by your audit to review the
 

status of the Program. The subject draft report is reasonable and helpful.
 

Actions taken to implement the recommendations follow;
 

aWs,',in Di1 

Directiwvye Wtel NIuo 30, 1988 (copy attached) dcL.I l the,gaudit 

procedures; for piyment of CFAF debt or arrears. These procedures 

estabi ish 1 s;vstem of s:mp le testing to better ensure that local 
' 

1. The USAID/S negal Actn24 rector issued a USAID Policy
1 

abHe program 

transfer i,'m.n,,nt will he used :for intendetd purposes. 
currency fnd; mile iva i, through the s f inal cash 

2. 	The USAIl)/S;noil Mis;sin Director snt a letter to the Government 

of Sene'gal ,,,r-i lr,-niurer on M iv 31, 1988 (copy attached). The 

letter ioludd a to provide Infiormat ion necessary toi request 

verify that to 0 98 ,160o ot unconfirmed payments in the audit 

sample were ti) by b,n fide payees.r,' 	 eI 


I believe that both p;rt i and part b of Recommendation No.1 have been 

implemented and may be cl osed. 

Attachments:
 
(1) 	 Letter RCON:88/2138C dated May 31, L988 from USAID/Senegal Mission
 

Director to Government of Senegal General Treasurer
 

(2) 	 USAID-Daka r Policy UIDP-074 dated June 30, 1988. 

OPTIONAL FORM NO 10 

nr v im, 
GSA "V'MR V (,F" 101,I" 6 

. 

,; 1 : 104. , - ,131- I I 
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. S UrJJ 
FMVCASSY OF THE

UNITED STATESOF AME RICA 
T . Pae2o4 

UPAID/SENEcA1. 
BP 49 n S. 

_ _ _ _ _ _ __ 

4 
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

I 

A Monsieur amadou Lamine LOUM 
Ministrere-de 'Economie et des 
Finances de is Rspubeique du 
Se'n~gal 
Direction G&ne'rale du Trilsor 
Trseaorerie Gn ale 
Dakar, Sineigal 

Dakar, le 31 Mai 1988 
Ref: RCOt4;88/2138C Programme AEPRP n* 685-0291 USAID/Couvernement du Se'ngai 

Monsieur le Tr~sorier G~n~ral, 

L'objet de ia pr~sente lettre eat de demander des informationssuppl~mentares concernant les r•glements des arrir~s du Gouvernement duS~n~gal dans le cadre du programme de i'USAID sus-cit6. Cette demanded'informarions r~sulte.d'un audit r6cemment men6 par 1'Auditeur G n6rai deVATD. 

11) Le montant en Fra CFA g~n~r6 par le d6boursewent, en octobre 1986,de 5 millions de dollars EU etait de 1.647-500.000 Frs CFA. La liste desb~n~ficiaires que vous avez fourrie A IiUSAID indiqualit un total de1.635.283.046 Frs CFA et concernait des r~glements d.arr±;ras effectugs enocobre 1986. Je vous demande de bien vouloir fournir A 1'USAID le nomadresse et numero de compte bancaire d'un ou de p ius.urs autres b.n ficiairesd'un montantL to:a1isant non moins de 12.216.954 Fras CFA. Cette aiste devraitconcerner le ou les reglements effoctu~s en octobre 1986 et qui n'ont pasencore t.6 rembours6s par lUSAID ou par un autre donateur. Au cas oci vousn auriez par dans vos documents comptables un nombre suffisant de r o.glementse.fcctuk en octobre 1986, vous pourriez nous foisrnir I slete d'autresr*glemencs effectuws dans ia priode de douue ,oisavant octobre 1986 et quintont pas encore e rembours s par ,U'SAI ou par un autre donateur. Vou.v.ie diquer sur la liste la ou le dates auxquelles lea rtglements.nt 6t6 effe ttt et que ceux-ci n'ont pas encore 6t6 rembours s par 1USAID(,u par uinititre don~teur. 

~ 

2) 11 est fait ref~rence ' votre lortre du 18 mars 1987, en r ,ponseala lettre de Mr. Lubell du 2 mars 1987, demnandant les adresses decertainse
-be'ne'iclaires- rembourse's sur le montant en Fra CYA gen6r4' per le d~boursementrn rirLoThrv 1986h do 5 millions de dollars LU mantionne6 ci-desaiuss Vous voudrezbieni fournir i 1'USAID 1'adrease de Maissa N'Diaye qui) selon votre liate debe'n4Uciaires, a re~u 29.689.706 Fro CFA. D'autre part, lea auditeura de V.AIDn ot p.g9. pwI lorniter le SIDEXTRI dont 1'adresse, nelon votre lettre du 18mars, eat Pikini. ;cotaf n" 148 et 149. Je vous saurais gS de bien vouhoir -lionnts, 1'o.-dre A tin de vos agents d'accompagner un employ6 de 1VUSAID au sagede .1A S1D.,RJm ro'wr que X'USAIID piutnne confirmer 1e r~glemont do 30,000-000Fri; ('A !nliqtub da-is votre liste de bhikficiaireo. 

. . 

> 
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Sur suggestion des auditeursde lAID, nous deraindons en outre qu'a 
pp u i dee e rdeabLe de -r 'arri re'deVdueres- 

vous indlquiez leno,0- adresse,lenumro du compte bancaire:et le'montant 
paye a chaque be'i~ficiaire. L'USAID se prepare actuellenient a debourser,'dane 7
 
le courant de 1988,4 millions de dollars EU dan le cadre duprogramme AEPiP. 
eous vous informerons de la date de d6boursement proposee au mons trente 
jours A l'avsnce. Conform(.ment aij Xemorandum d'Accord portant sur lee
 
Transferts de liquidits du Fondsde Soutien Economique (AID/PRM 87-69 du 24
 
septembre 1987), nous vous deranderons alors de nous fournir une liste avec
 
les noms, adresses,vlum r dedus
comptes bancaires et montants pays des 
r6glements stir la dete remboursable de lONCAD ou le arriaePrPs du secteur 
privn d'un montant total dont e 'quivalent en Fra CFA n'est pas inferieur a 
4 millions de dollars EU. Cette Iste ne devra inclure que ].es re'glements
effectu~s dans les douze derniers mois avant la date d'6tablissement de la 
liste et vous devrez certifier que ces re'glements n'ont pas encore 6te' 
rembours~s par l'USAID ou par un aurre donateur. 

Je saisis cette occasion pour vous remercier dt l'excellente cooperation 
que votis avez bien voulu accorder aux auditeurs de l'AID lors de leur mission 
sur le terrain. Je suis persuad~e que les objectifs du programme AEPRP 
continueront i 6tre atteint et vous remercie de votre coop6ration alavenir. 

Veuillez agr~er, Monsieur le Tr~sorier C'neral, lassurance dema,
 
consid6ration distingue.
 

Directe ur 
USAID/Sin~gal 
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: ,:. , (AEPRP) Grant;AgreementT - .:t (,
.

*ailcino
4USirA KAo
Teproeue 
 ecic here are meant to nssure tha 'o € ..
ceury funds


mdc &,aibl payen
m; fo ,.O.S o!. deb .eor arerthata-
 th intefnded:
 

::
-:i US .ID willi requireta ist wi[th acades ,bn coutnme -. m

::,_.-.:! acdress r*cquirement: is impor~tant since without addre:sses ,t~l 
 conirmtioni!:i~
tated below annot: be(,~
~~~ceue performed.
 //:ii(
 

->,
:--; san;le of pe ee f r on :rmatio p !|....... I h number ofpa e
 

i~i;)
::"" ' nveeisc,, perit i t ,,e rsampe sie,uh:,ill bie csen rstatistiai i -. 

.................l s reveae led wIl be e ve f o ed up .4t r tita g s y l ~i~~iG-b and/o. 



Appendix 2
 

Report Distribution
 

No. of
 
Copies
 

Director, USAID/Senegal 
 5
 
AA/AFR 
 1
 
AA/M 
 2
 
AFR/CONT 
 5
 
AFR/PD 1
 
AFR/SWA 
 1
 
AA/XA 
 2
 
LEG 
 1
 
GC 
 1
 
XA/PR 
 1
 
M/FM 2 

-
PPC/CDI 3
 
SAAiS&T 
 1
 
IG 
 1
 
Deputy IG 1
 
IG/PPO 
 2
 
IG/ADM 
 12
 
IG/LC 
 1
 
IG/PSA 
 1
 
AIGiI 
 1
 
REDSO/WCA 1
 
REDS O/Ai'WAAC 
 1
 
USAID/1i',-k ,ia Faso 1
 
USA ID/QCa r on 1
 
USAID/(. -, V.rde 1
 
USAID v/",,
USA I!)/L, (-' 
UCS it /1 1 

(iUSB~i E,"L ,a 1
 
USA I a<'<
,.,--B 1 ssau 1
USA VIAT 1) 

US ]I/11) 7 i 1U2. i L/b! a';.,tr t ,a 1
U:S;A I D "I 

USA IP, ;, 
 1
 
USA I i)i"' ., C 1
 
USA I). ' t eone 1 
US A1 /VT~''fUSA [,I i;;,: 1 
IJSA\I V, ':, i a 1 
R ]G ii N 
PlG(/"Ai'Ili ], 
 1
 

PlCR(;/ f' /: 1 1
1[
 

P .I/A 1 1'uci paga 1 
PI(G/'A/,i SIi ngton 1 

/ 


