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MEMORANDUM FOR Charles W. Johnson, Director, USAID/Morocco
 

FROM Paul Armstrong, RIG/A/Dakar'1"-"?iz'<"6"-cl
 

SUBJECT Audit of Morocco Agronomic Institute,
 
Project 608-0160, (Audit 4eport No. 
7-608-89-0 2-N) 

Attached is a copy of the report on subject audit. The 
certified public accounting firm of Price Wterhouse, 
Casablanca, Morocco, prepared the report. 

The purpose of the - di.t was (1) to verify the allowability 
of local currency costs submitted by the contractor from 
project inception to Aptil 1988, (2) to review and evaluate 
the project' s svs tii 01, i tLuial contr oul s, and (3) to 
determine wLet:. he ph-, p.rjeuct was ini comp liance with 
applicable laws aid ,.,i*. lations. 

The auditors muc:ludd tLat the contractor in some instances
 
had no I :ost. claimed and incurred some
support c, 

disallowable ex.'pendit u res.
 

The auditors 1],n unnovered several weaknesses with internal 
ccntro1 p nd i 's: ni foun d that the Contractor was not 
always inii , II in s i th local laws and regulations. 

The repeL<r t i i n: : rcisommendations which we have 
summar i0ed ltu thh.ee, for ease of tracking, implementation 
and w"I i"niL. They will be .insluded in thy office of the 
Inspecto,r e. l, ' audi t recomm-ndation to] I ow-_p system: 

t-RCcOiqllio it 91 1i he i 

We recummoalid thah. lhe Direcitor, USAID/Mc rocco, cuest]ion the 
local aurr cii .. y nq 1ui.vaI iii. of approximately $8,022 for which 
the Centr actor hadl no support and disallow the local 
currency eqiiiiva en' of about $, 724 repiesenting 
unauthor ized e.:po'ndrituiyes. 



Recommendation No. 2 

We recommend that the Director, USAID/Morocco, strengthen 
project internal controls by requiring the contractor to (a) 
segregat- account ing and acdministrative duties; (b) match 
purchaseo rder, rece ving report and invoice before each 
payme.n t; (c) make .l,.,mel It:s on the basis of final rather 
than profni.mn N c, (,1) paymentI.lvoii s ; cancel documents 
ilmlmdia yly , paunLitn (to0 avoid double payments) ; (e) 
undertake pia', srudio; tu uhti n the best prices available; 

if) have .pas. t tho payment/re.imt-ulrsement vouchers to 
avoid d]uuL9 i 'in lit; .p (g) aw "i ut us; perform 
reco,-ili ,ion ,Itw 1ho and inventoryA c a c'ounting physical 
of :nl ,t; io (h) establish checks over
 

,
paymenns to pr,, , m ,loes!or' professional use of their 
personol (' t"vp ons),,; (i) register all project bank 
account s and "it. in h, Uname of the project and not 
individua l; (q) , ibi si a system that combines 
authori ation andtci approval. 

Recommendati H(l "I 

We i000mullend thaL the Director, USAID/Morocco, ensure 
project compliance with Moroccan laws by requiring the 
contractor to: (a) file payroll taxes and social security 
returns for Mo roco ar and resi.denit project employees; (b) 
discontinue the paymnt of value-added-ta:: (TVA), as the 
project: is tax-e:elmpt; (c) regis ter with .ocal. authorities. 

The conteits of tlic report wore discussed with the 

USAID/Morocco Con trole prio issunne,.Ir to 

Please provide written comments within 30 days of any 
information related to actions planned or taken to implement 
the recommendations. 

http:profni.mn
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Section I - Tra.asmittal letter and
 
Executive Summary
 



lPriceItilterh ise 

July 14, 1988
 

Mr. Paul E. Armstrong 
Regional Inspector General for Audit 
U.S. Agency for International Development 
Dakar
 
Senegal
 

Dear Mr. Armstrong, 

This report presentG the results of our audit )f the 
Project No. 608-016C relating to theAgronomic Institute 

contract between the Institut Agronomique et V6t6rinaire 

HassanI , AV) and University of Minnecsota OM) for 

the period frcm W en,' 16, 1980 to April 30, 1988 

A. Background 

In 1980, U'PAI P ard the Government of Morocco ngned an 

for the third phase of the Agronomic Instituteagreement 
Project. The purpo:se of the project is to strengthen 

IAV by training high level teachnrs and scientists to 

help prom ote ,:agrinl nrt.,r in Morocco. 

, , the Govriment ofTo help a'hiev" ir,pL ,'t ptrrpv 

Moroccu t}1:-'!wh !AV signed c , contract withho4;t nuntry 
IAVUOM. Under the contract WON is to prv ide to 

acs is tnce and ,COmMOl i. Mosttraini ng, tech ia 
project activitno will ho completed in April IAPO, Two 

1,w''v,'r, to nl,additional y,.ri wil1 by necessary, 

some part in in a ta to womplet, 1 heir ,roiin:inr thus
 

bringing th,' 'r :i , o plti.,n ,t a, t" 0i, 

A signf i I i.it t ion of the ,xln;,c or,' incurrd 

locally in Mr v.n P irhams . ,rnm June 16, 1980 to 

April NO, 1tp., the project reporto expnd I tirres 

amounting to nd:t 14.5 million Mroccan Dirh}mn or the 
at. the currentequivalent of about Hs$ 1.8 million 

exchaNg" rate 
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B. 	 Audit objective and scope
 

The objective of the audit was
 

(1) 	 to verify thn allowability of local currency costs 
suLoitted by the contractor for the period from 
June 16, 180 to April 30, 1988 ; 

(2) 	 to review and ,vw]uate the project's system of 
internal cutrolo, and 

(3) 	 to detrmin, whether the project has complied with 
appical,. cwt. and regulations. 

The audit wa< condtnted in accordance with generally 
acceptetd U.S. ,-vernmuit audit standards net forth byS a 
the Contr lr ,,, n the , ln,,Ac,,ntinru Officeirain 	 1 

YelloAw !BuWk and the USAID rp t-,, o ,vnra1 
Guidl inns fur Financial and Con n, Audit. of 
AI -firan'ed Aqrvnmr nt. ; and a, c rdir ]' includd nuch 
t -tL; of the acaount.irg records and such otr au diting 
procedures which wv nc ricwh "ry inndurud 	 the
 

crcumutannceC 

Thle 	 reou~clts ,-f narl work are. inlu]ldd in thle following
 

three rpurtu :
 

Report on Stat,.n., to of Expenditure
R-eport on inlternal' Accu,,ntintg Control
 

Report on Cr:4 1.1 anc, w i th Agruement Terms and 
Applicabi] ,awi; and [,rulticos. 

(C. 	 Audit, pr< c;edurt.'t,
 

Our audit pr. ,Ar,.: inaluni] d the following 

i jut: ;dirian i mr i gnV onrne Ivot with,nmil the grant
 
augry,_ -N,, , r,.l.t-d! ,W,,umnr~t bet:lween:i !SAI[) an~d the
! and 

Gvri.mt Vl ,,i ,n ,I ant, )hc trii ;ct between IAV 

,
<vrrrn 	 1.,,U. TA 

ii lill iigr *.n rnnw Nrcncy1",n:c with I<SAI D/Morocco 
"f : mi, , . v I tip , i to obtain th,.irntr,:tr 	 v ,leweand 
td ir.cuon.)l th .ir I" o,r., nlt ;
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iii 	 obtaining summary statements of local currency costs 
incurred by category of expenditure from the 
c,ontractor to test the reasonableness, allowability 
and allocability of expenditure 

iv 	:?rrying out tests to determine i1 funds and or
 
,ommodities are being properly accounted for and used 
az directed by the contract or other applicable 
pr,_gram dccument.; 

v being alert to situations or transactions that could 
be indicative of fraud, abuse and illegal expenditures 
and acts 

vi 	examining the accounting records of the project from 
its inception to the date of the audit to determine if 
expenditures incurred are allowable, reasonable and 
relevant to project activities. The audit scope

included sufficient tests to determine whether the
 
project has adequately documented expenditures
 

vii 	reviewing and evaluating the project's system of
 
internal accounting controls. Performing tests to
 
determine the extent to which established procedure
 
and controls are functioning as intended
 

viii 	determining whether the project "ias complied with
 
applicable laws and regulations, the grant agreement
 
and the contract.
 

For vi, vii and viii above, we bore in mind the results 
ot the pre-audit survey performed by the office of the 
RIG/A/D, identifying the potential problems. 

At this stage, it should be noted that, for the purposes
of this report, all amounts in Moroccan Dirhams have 
been translated into US dollars at the currently
prevailing average exchange rate of UJS$ 1 DH 8. It 
lIJst be pointed out that over the period examined, the 
exchange rate of the Moroccan Dirham against the US 
du]lar hs fluctuated considerably ; consequently, the 

S dollar amounts are approximate equivalents. 
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D. 	 Results of audit
 

I. 	 Statements of Expenditure 

Our audit f thc statement of expenditure for the period
from Ju 1 1'GI, to April 30, 1988 revealed thefol low imr 

(1) 	There wr t; eeral instances where the Project 
couId not produce supporting documentation for 
costs carm.+d 

We reconmmj id that the total of such unsupported
cUs;tB of DHI 64 174 (approximately US$ 8 022) be 
questioned pn,.Iding the provision of the relevant 
docuneritat.ion by the contractor. 

(2 	 The Projct (,,eS n.t ensure strict compliance with
UJAID r,.jula t i nL;, 

We rconmen d a t suchU ex pen se amoun t inrg to 
DH 37 788 (appt, ro.,ximatel]y US$ 4 724) be disallowed. 

The exr itre vuch-"rc were not numbe red counsecutively 
from th,1 t 1 t o'f the pro.j ec t . Fu r thf, 11eCz , thenumber i ,i+r. ,t_ *m w:n<; no t cons is te.:t on a ye.ar t.,- year 
basic. A:, rt.cu i,. s tatist ic-al a I im wa. not
 
feaciblie for th, , di t, ill ive:rl[lf. )amp
it 	 j ud I' -, t.a I ing
techniqIt-s wete ttr .re aiplied 
as tJp' a lie at. -,for
 
the( t'uz tin,I l eIed lr
 

14.,., 
expelu'.el irr,d bet,ween June 16, 1980 and April 30, 
1988 we' per f'" rn)kd )1.r t ; t.s on DH{ 10. 6 mi 1 1on 
apprxr(ii , e $ ml 11ion), i.e. 72k. Our d tai led 

Of te),I 1 114 li.n (a.'pr.,xima,t'1y 1.8 mill ion) 

1t,- 1.3 
find in .;sa ,: pi'-sented in tfhe_- Report or Stat,_mcrlts of 
Expen-d it d iIInT3, o,;s" of reportsection this on pages 

II. 	 I n t,rY a I con t,ro 1s 

0Ou1 1ev ,w an( validation of the project's internal 
ac-ount n ' .r hi1t1 igh tedt, s 	 the fol lowing 

it,
(!) 	The r I,.- .,,luat. segrega ton of accounting and 
a~irn i ,t~ra t y du t ,/res~onsi bill i ns. Review of 
tr,',anet n; by [(U'1 has ncd. been evidenced during 
at lart, ,t.,1 t. 188 ni ;months 

http:expelu'.el
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(2) 	 The Project lacks a system for linking together 
purchase order, receiving report and invoice to 
back up expendi ture; 

(3) 	Checks are often paid to vendors based solely on
 
proforma invoices ; 

(4) 	 Paid suppliers' invoices are not marked as such 

(5) 	 The contractor did not systematically make price 
studios to obtain the best priceo ; 

(6) 	 Expenditurn/reimbursement vouchers are not always 
signed by t he payee ; 

(7) 	 The Pr j, c does not reconcile the physical 
iw/en tory o.f non-expendable property with the 
inven,,ry t tphe accounting records ; 

(8) 	 Controls r,. .casionally not complied with for 
rei mbu sing Pr j ec t employees for use of their 
personal car and 1ong d ift.ance telephone calls made 
for Project pur'pose, 

(9) 	 Two cars belongin t.,o the Project are registered in 
the name of a former employee of the Project. In 
addition, the Project's bank account is in the name 
of the Projct chief of party. 

(10) 	 The Projct ," ief of party is the sole signatory 
requird t, effect releases from the Project bank 
account,. 

III. 	 Compl iance wi th Ag reement and Contract term, and 
a)plicable laws and regulations 

Our study of Q- A y,.mnt. and Con tract terms and 
applicabl, la': id r,,u.y l a Kuions rvaled the following : 

(1) 	The pr j. .t do,, not dt,:t... any salary taxes and 
social .su, ril" t c,,ntribut ion frm the salaries of 
local ,'nmpi y,-S in , thr foreim er; resident in 
Moro, o and, mpl':,Yd by U' P'j" , t. 

(2) 	 The Project does not ,always provide its suppliers
with a value. ,dded tax (TVA) exemption certificate. 
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(3) 	 UOM has never been registered with the Moroccan
 
authorities as a non-profit organization.
 

At the exit conference on July 14, 1988, the contents of 
this report were fully discussed with officials of the 
Contractor in the pre nce of, among others, USAID 
Morocco Chief of Pro j t, Ag]ricul ture Division, Mr. 
Robert Ily , .*jl.'szn Mr. rouICAiD rpQ' tative, Ouma Dia, 
UAI , 'M ,p.uty ,n ol r,Mo.s, Pamela Callan. Then 
Contr t," , n'mm nare ,rp'rat , i. this report.n i 

We wouli . tA totak," tLn: :pportunity to thank the 
Pr ject II i-'- )f P-A rl y ani his staff for the assistance 
ext.endedo uJ ik ,onel ,ti_,1: with our examinatlion. 

SThou ld wi to have:,, adl tional informat ion on the 
con tm tentsof thin ru jort, p lease do not hesitate to 
contact Mr. HAmp ;awnrucian. 

Very 	 t.ruly yu II 0 
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REPRIT' ON SI'ATIMI';NT:; ()' tXPLI:NI)ITURE 

A. AUI) TORS' OPINION 

We hav: examined the statements o f expenditure of the 
( the Project)Agronomic , tL t ooeuoct. No. 608--0)160 

for thu puriod from Jnu 1, 1980 to April 30, 1988. 

Costs claimed, ,cost's questioned and cost, disalowed 
pare report.are summarized orn schudule A on 2E; of tLhi," 

Our exami nation was made in onpurarnc', with the 

Guide1iru for Financ ial and Camp.iane Aundit of AID

financed Agre:mentsL, and th, pvi,, I' shtandards 

for Aud i t of Govermmn ta )rg i at ions, Programs, 
Activities and Funcl i .r (1981 kwv n) promulgat+ed by 

the Comptroller Ge.neral, which , ta in Lo financi l and 

compliaice audit-. 

ofOur examination waL made primarily tor the purpcse 

expressing an opinion on the statement of costs claimed, 
thstLo thesummarized in sce , dti1 A, and included u h t of 

accounting recurd, aInd such othe r auii. Inr procedures 
as we cocnsidere-d n'cessary in the I i',! ta, c. 

The costs claimed wr," t, tU.d a a, ut. th pro.visions of 

the Contract butw,.'I; !AV and U(OM. T eurIf ',, Stchedule A 

is not intunded to presente Uhi. th,, f1,nin , results 

of operations of IAV or the financial position of the 

Project in conformiLty with general y accepted accounting 
princ i pes. 

In our opinion, subject to the r,.s,]lution of the 
questioned costs and except for he disa]lowed costs, 
Schedule A gives a t ruu and fair rp ip,;eS, rit.at.tion of the 
expendi uru ircurred in relation to the Project for the 
period from June 1, 1980 to April 3(, 1988. 

Schedule A shows DIH 64 174 (appxirmately U-$ 8 022) 
of quest i niid c5s"i and DHt 37 788 (approximately 
US$ 4 74) af disal lowed ct L,;. These costs are 
discussed in the folowng "Fi ndi rigs and 
Pecommanidat1ul nii - ;,c tin on pages 10 Lu 12. 

July 14, 198
 
C c, a ] a , :,
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REPORT ON STATEMENTS OF EXPENDITURE
 

B. FINDINGS
 

FIN1ING No. 1 : ,ACK OF SUPPORTING DOCUMENTATION 

Condition :
 

No documnttation was provided to support charges to the 
Project in rwspect of the following 

I. Techn i(cal asnistance
 DRf
 
Travel and transportation resident staff
 
Apr 17, J986 voucher 323 4 239 
Jan 1987 __ 13 300
 
Trave1 and t.ransportation TDY staff 
June 1980 to Sept 1984 5 369 
Other I.irc cuoHto, 
Out 1984 vouchetr 202 1 391 
March 190< v,,.,uchr 249 3 942
 
March 198V ,uhr 253 6 300
 
June 1955 v ,.nh, 289 1 068
 
Dec 198" vw,.-t r 1.10 990
 
March i088 vou c hr 1-06 2-01 

Total tec'hr'l a1 istance 35 201 US$ 4 400 

II. Participant troining 

aDi 
Third cycle participants - tuition fees
 
,June 1980 to Sept 1984 6 615
 

Faculty participants : English language
 
tuition and fees 1983/84 2 078
 

Faculty particiIpan ts : Ma intenance and 
Program cosyc
 
Oct 1985 voucher 217 5 600
 
March 1987 voucher 3-01 I11 15 670
 

Research collaboration
 
Apr 1988 voucher 3-20 _4A61c) 

Total participant training 28 973 US$ 3 622 

Total queclioned co6ts 64 174 US$ 8 022
 
. . . . . .. = --.--- :
 

http:USAIDi.AV
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Criteria 

Only costs necessarily incurred on the Project should be 
charged to it. In order to meet this criteria, the 
contractor should provide supporting documentation for 
all costs claimed. 

Causes
 

Due care is not taken by the contractor to ensure that 
Project personnel support all their expenditure returns 
with appropriate documentation and that such supporting 
documents are properly safeguarded. 

Effect 

There is a potential for excessive billing to USAID
 
because costs claimed may not be substantiated with
 
supporting documents.
 

Recommendat ion 

We recommend that the total unsupported costs of 
DH 64 171 (approximately US$ 8 022) should be quesoioned 
pending the provision by the contractor of adequate 
supporting docflmyntation. 

Contractor comment 

The Coitractor believes that adequate documentation is 
available and that they will furnish them on a timely 
basis to [S7,AID/Morocco 

FINDI[NG No. 2 DISAIIOWAHL: EXPENSES OF IROJECT PERSONNEL 

Cond it ion 

Professional staff have been reimbursed for expenditures 
which are disallowed, as follows : 
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I. Technical assistance
 

Travel and tranrsportation resident staff
 
Aug 1987 double payment of
 
car mainvnran , invoice 10 100
 

Other dirvj ' ,
 
Nov 1, 10 vo3h 327
 
gradqv ti, ;'i tin
, 4 000
 

Dec 12, V. v . 'h,.:r 342 gift
 
to cunvwii 2 214
 

Juily 16' lno vui h'r 4201
 
graidu ti.,1 ,:',;pnin 3 535
 

Nov 1087 vu ,.r 1--01 dinners 2 195
 
Feb Addh vX.l 1-24 lunches 8 000
 
March 1983 voucher 1-46 private
 
telephone billK UAA 27 688 

Total 37 788 US$ 4 7
 

Criteria
 

USAID regulations do not allow expenditure for
 
entertainment or gifts to authorities.
 

Cause
 

The Administrative Officer does not undertake a
 
sufficiently detailed review of expenditures claimed by
 
Project personnel.
 

Effect
 

Disallowable expenditure by Project personnel have been 
claimed by the contractor. 

Recommendati on 

We recummnd that USAID should disallow all the costs
 
detai],nd above amounting to DH 37 788 (approximately
 
US$ 4 724).
 

Contractor comment
 

The Cantractor woulId like to review the ruleo- regarding 
the di'a ll ,wed cosI.t. and will contact USAID/Morocco. The 
Contractor will be attmpting to recover the double 
payment and v',,rt to USA ID/Morocco. 
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REPORT ON INTERNAL 	ACCOUNTING CONTROL 

A. AUDIOIS't)H[ OP[N	 ION
 

finanwil .anid compliance audit of
We hav' ,r-.',r a 

the ,ttn of', tur' of the Agronomic,..d 

Inatit t" r,,ct No. 608-016t0 (the Project) for the 

1, 1980 to April 30, 1988 and w", have
period from June 
issued our report thereon dated July 4, 19-8. A; part of 

we made a tidy and evaluat. ion the 
our examinioUn, 


to the

Project j systm, of interrna.l ,ci,,..,r. t ~i 

y t , e t t th, s,,te an 
extent w. 'n itVIrt d ii4,';tu;< 
requ ire! by' gen'rl l]y acc pted audit n st.,i,]ai'dt and 

nuditrthe Etandard lfr financial ind cmpianc 

in thy U . C: ptr'ol ler j1 n-ita]dardi:contained 

Pr arr, 1 ,for Audi t of ,,vu~rl r ial u g ivt: ia 

.tio - (1981 %v'ill,). T h, 1prpt e
llActivitie s a 


of our .dy arid val at i,,i w to> d t,;n'",ii t,he nature, 
timing and extent of the auiting prcedtr'i nac ary 

A: p' ion on th, fundi accoulntabi1ityfor exprte .i nllt 

:tudy and va:luation wati statenat f the 	project, (r 

would be lceonary to express an 
more liited, than 

opinion on, , yst., f iate al accountingi control of
 

wthe Pr-ojec t: e'.*, ; 	n aa ,:le 

Signi icant .ir,. f iatrnal control tested by 

ourse Iyoe, wern or u :'1ow1 


i. Cash rc it n ind p~aym.nt' 
ii. Parcha-- inrg 

iii. 	Payro1 /P!] .,.rsnel
 
iv, Cutudy ,v''r o;ew/invtorie
 

The Con troc:, .. i'.a repntr ible for establ ishing and 

mainairnin a r'yte, of internal accounting control. In 

i, r'.n;p ibil ty, e timates and judiementc.fulfill i, 
by thy t rk., are re_uird to a-ten; hlie expo ted 

I,G t u ont rol prl' ,tirl' . Thyb.nfir n"!i ->attd 
pruvide tle Ir O"t'tubj,.ctIv-. of A 	 F 1t.fl A' to 

tha. :: ;,t ,. iru, L1fipi:Ird aai ant, loG f ruim 
that tranoncf ot1i

,,' r d i : 
: j rd with 

l,auatho iz,* I " 'i;" ,'on, 	 i 

i 	I ' n 0 w mnagr'tie 'iit" 
art", 0 :".., 'I- f, 

*.d 	 t.c mit the 
aut h,,r in;za t i ', I rv, r:,. p rlp'r ttU 

o tm nt. nliiaccordince withi. financ'ialpre .r, , 


http:p~aym.nt


g.nr r. -:a y ' .v ted accounting pri" iptes.Bcau> of t., 
inhe rent it,n in :ny system of in terna1 a1cTnta 1n1 
ccnt'ol, '':rs ,r it-I(gu"aritics may nevertheless occurQand no e ,ct4,y et.,d Also l;, 'ojact,on ctf eva I uat i on 

of t(e tyt:,Ir periods i 3 subject- to the riskrot.,rC 

that 'r, , .: ,.' .: inad.i tc , c aus,2 of changes 
.n.... cat+ the, d:. . '.'.:1 ompf i iance with the 

01 ''' ' ru 1' t. t h 

ti:'st 
condjt:..~ . ' 

, 
e!.:l 

1 
in 

:ia r 
.ha,' 

1,,''-prt, a 
onilp e'ylr 

,(-x,,p for 
fig ndings I 

the 
to 

10 o, 'ii 'il r pi n i on that the 
Fr'c, ,, - ',a. in0 , t sstea is adequate 

h t i L 1L3 ti4r n Inds of the Project 
_, , ' '-. a' uat th at may be material to 

At , 
Ca.:i,b i ,.. 
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REPORT ON INTERNAIL ACCOUNTING CONTROL 

B. F,I NI) I NG(; 

Finding I 

Cond i ti on 
Thr e in no adequate segregation of accounting and 
administrative duties/responsibilities. Review of 
taranction- by UOM has not been ev ienced during at 
least the past 18 months, The Chief Accountant deals 
with all thu fin:nci ] aplcL.., of the Project starting 

from ' Lf the input data to verification of.pr',ar:ti n 
the outI t and the adminis trator with all the 
admnin rivp as;ects of the Project. 

Criteria
 
Good inte.na I ccun t. ing control would require the 
involvement of at luast one additional person for each 
of thesu nnnc:tinco without necessarily duplicating work 
and would an1 involve a review function of 
transact Ir; 

CauLne 
in, with many projects of similar size andIn commrr 


organ :atio,, the system of internal accounting control 
ic d.punc n t upon the close involvement of the 
Cotractr n "nf of [arty, 

Effect
 
Erroriir,:cu !i:it i,; within the financial and 
admii-r.:ivv. f .hc.tionsmay not be highlighted without 

an .,, t ,.!ug'taIon these tasks and a consistent,o:. oof ....

and th ic:.un, r-viw of t ranscactions. 

Recommnd(JIIa ti (:11 
Thu P. a.c untizl.r cootnj.:t ,:I the effectiveneso of
 
emplo y ing :iA t h." n ,i dv iual for achieving a more 
ad .q at, n:,,. ,, of tackc In addition, UOM 
officials : cii rv'icw ru.'la rly the monthly expence 
reports fr ":c lot*,;cr and accuracy. Evidence of these 
revi:ws , .:, cns,t t the P'rojuct on a regular 
barL t 

ContractCor cumme.l t 
'1}:. ,'',:nna ti . will bu ,onoiderud. 
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Finding 2
 

......... Cond ition- -. . .
.. 

The Project lacks of a system for linking together

purchase order, receiving report and invoice to back up
 
the expenditure.
 
Criteria
 
The Project should adopt such a system to better control
 
its purchases and related expenditure.
 

Cause
 
No such system has been outlined by UOM officials since
 
the start of the Project.
 

Effect
 
Lack of such a system may lead to unauthorized
 
purchases, lack of control over suppliers' prices and
 
unreconciled quantitiis of purchases ordered and
 
received.
 

Recommenda t ion 
We recommend that such a system be adopted and
 
implemented in order to better control all 
 Project
 
expenditure on purchases. 

Contractor comment
 
Agreed.
 

Finding 3
 

Condition
 
Checks are often paid to vendors based solely on
 
proforma invoices.
 

Criteria
 
All invoices should be in their final form before any
 
check can be issued for their settlement.
 

Cause
 
The Project does not follow-up suppliers" final
 
invoices on a timely basis if, for practical reasons, a
 
payment is made on the basis of a proforma invoice
 
pending the receipt of a final invoice.
 



Effect differ from to 
The fi n invo:,ice when received may 

potma invoin and in addition, risk being paid again 
of 

i tne s y.rlin r"n alady boon paid on the bas 

Recommu.nda ti on 
be made onall payments should

Aw ., n. pa.:cti:able, 
thu ha : , -f MA ivoices. When checks are made out on 

h ,invoices, final invoices should be 

Cont rator c mment, 

F in inig 4 

Cond i t i on 
not marked as such.

Paid : tia rs' invoices are 

Cr i t er ia 
should be marked asonce paid,All upplier: invoices , 

since the start of the 
NCa : ,n... "f th" system 

E'I f,-c(t, 

beingk of suppliers' invoiceTher , :y 1,- the rA 
for pqym m t.wice.p -re, ." d 

Iecmm nMrda . i on 
be marked as such. 

.. A!L, : invoices shouldA:! pw 


Contra t,"r ,P mmvnlt 
(ori, ra- , 'r ''naeit 

F ind ingu
 

Cond it ion 
make price studiesnot systematicallyThu contranWr did 

tu, ul.,!<, Lest i rices. 

Cr i Le r i a 
chapter 18A 

A ," ri ' ." . .10r',-gulationo ( Hanl-fook 1, 
than the lowest 

tA- buyr cal] pay no nore()), 
4via prien.:
i 
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Cause
 
The contractor did not ensure that contract provisions were
 
strictly enforced.
 

Effect
 
The Project may not always receive the lowest prices for its
 
purchases. 

Recommendation
The Project should effect its procurement in accordance with 
A.I.D. r IgUlations. 

Contractor comment
 
Aqq r c!re2]. 

Finding 6 

Condition
 
Expendciture/reimbursemenit vouchers are not always signed by the
 
payee,. 

criteria
 
The s;iqnature of the payee serves as an acknowledgement of
 
reimbursement.
 

Cause
 
Due care is not taken by the contractor to ensure that all 
reimbursement vouchers are signed by both parties. 

Effect 
There may be the risk of expenditure being reimbursed twice or
of disputes with payees. 

Recommendation 
All expenditure,/reimbu sement vouchers should be signed by the 
payee. 

Contractor comment
 
Agreed. 

Finding 7 

Condition
 
The Project does not reconcile the physical inventory of non
expendable property with the inventory per the accounting
 
records.
 



U . , 1 ',
 

Criteria accoun
 

A reconciliation of the physical and accounti 
inventory serves as a control for the safeguard of the 

Project's assets. 

Cause
 
The Contractor has not undertaken the necessary 
measures
 

for this task.
 

Effect,
 
The Project may risk losing some of its assets.
 

Recommendation
 
The rccir:i iatioL between the accounting and physical
 
inventry of non-expendable property should be
 
perform .
 

Contractor comment
 
Agree.
 

Find ing 8
 

Condit.ion 
Controls are occasionally not complied with for 
reimbursing Project employees for use of their personal 
car and long distanco telephone calls made for Project 
purpLOse.
 

Criteria 
All expenstfs should be reviewed and controlled in order 

that the Project incurs expenditure related to the 
Project. 

Cause
 
The syst,,m has not been systematically applied. 

Effect,
 
The Fr nct maly risk reimbu rsing expenditure over and 
a bov e theu amnou nt nece ssa ry. 

Recommenda t ion 
We rucmm:nd that all re imbuLrsement to Project employees 

fur cc,:.s ry,1 at i r& to the use of their personal car and 

telI. ,.t',,, f,r Ptrw,1 t pu rposes should be adequately and 
syste yti, I y cuntr9 led. 

Contractor comment.
 
Agr'ud.
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Finding 9 

Condition 
Two cars belonging to the Project are registered in the
 
name of a former employee of the Project. In addition,
 
the Project's bank account is in the name of the Project 
chief of party.
 

Criteria
 
Project properties and accounts should be registered in
 
the Project's name.
 

Cause
 
The contractor has followed the unwise and imprudent
 
practice of having project property and bank account
 
listed under the name of individuals.
 

Effect
 
The transfer of title may prove to be difficult in the
 
event the Proje.-t needs to dispose of the vehicle. In
 
addition, there is a risk of diversion when project
 
funds are kept in the name of individuals,
 

Recommendation 
All bank accounts and property not in the name of the
 
Project should immediately be registered in the
 
Project's name and all forthcoming purchases should be
 
registered in the name of the Project.
 

Contractor comment 

Agreed 

Finding 10 

Condition
 
The Project chief of party is the sole signatory
 
required to effect releases from the Project bank
 
account. 

Criteria 
Good management requires that the Project checks should 
be signed by at least two individuals, or that a system
 
should be established requiring separate authorizations
 
and expenditure approvals.
 

m1-"
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Cause 
anyThecet-rotor aafl~~ een the need,-,.for innt-itu-tin 

bank account,
limitations on the management of the 

leaving it under the sole control of the Project chief
 

of party.
 

Effect 
There is a potential for diversion of Project funds for
 

unauthorized purposes.
 

Recommendation
 
Dual signature for all payments by bank should be
 

introduced or- a system for authorization and expenditure
 
approval should be instituted.
 

* 1 



Section IV - Report on Compliance with Agreement Terms 
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REPORT ON COM1tI, IANCEI WI'T'lH AGREEMENT TERMS AND
 

APPL ICABIJ, 1,AWS AND RI 'CUATI ONS
 

A. AUI) I'I} ; {P I N I ON
 

We hay,'v: " . -ti 
f>", and compliance audit
the btat..m,!I ,r ':'. _ ,idIt., pe 

of 
of the Agronomic Institute
 

Pro i 
 t , -. 1 (i , ,. j,_. .) for the period from
Jui 1 . ' 30,repolx it ,. , l y 1 1i -3G Ie d oul419r :, n ,' inr t made 

and tile U. pt fl rt , ,', ",'nwr ', Audit
 
of Gove-mpn., )1 . i:a 
 f-,- " A(--'r, ':i iti andF u nc2t ins" It, 1 1-tv i-,,io~aIIt w , i-h .2~~i : "Additi 
standald:z :tiw d 
 r f,:1,i t ,1i!-,,:: ,li ' uot, p-,J ia ncew ith A.' u ',r tms 1t1 -1 1 1a ws1 d13 dp , arid 
regu la t, ,:, 

We te. , . tions and reoord tr t}h, 1.:riod fromJune 1 toI, April 30, 1988 whic.h includd cashd Isbu ',_'-, ,, oid epurt lg to det.rrrmin' the Project'scompian11' wi h IMS 0cf the- colntrt ct ,j' twn IAV andUcit. 

The result fou ;!tLuIy inrdic t(d th:,it £or t- itemstested, t, P1 (oject Comp I d theIw t~i trms of t 1eagru:eme-nt arid a,- , d egu l, tmo-u ,.cep. aspiIablaSdescriLud il the a ccnc, yI ( indings No. I tc 3.
Nothing carll to our attenti,on that caused us to b 
 i evethat ute., ted it ems we-e ,-)t rt~hl-rwJIe in compliancew th agre, tm!r t m , ap 1picablu laws and 
gu I a t i D11 . 

July 14, 138 
Casablanca
 



REPORT ON COMPI,JIANCL:, WITH AGREEMENT 'IE:RMS AND
 
APPI, CABLE- LAW,; AN) t{EGULATIONS
 

B. FI N INCS 

Findirq,, 1 

Cond i t ion 
The F'-,:ct does not deduct, any salary taxes and social 
ScU3 C ty coitribution fs om the salaries of local 
emj ,]y~ and ot her f,,reigners resident in Morocco and 
empL'e by the P roj'ct. 

Criteria 
This in ctrave nt ion of both the local tax 
regulations Decree No.i.58.368 article 1) and article 
4.01 )f the cant ract be tween IAV and UOM. 

Cause 
The F -ct has nezver deducted salary taxes and social 

Effect 
The F: c risks incuru ring penalties far non
dec Ia li' o f salary taxes and social security 
can.tr1 , K K. .:114 i to rest charges for late payme; t. 

Recommendation 
Th. Prj cot uJ deduct, the salary taxes and sac ial
 
scur i .y cIn II. u't, ion S from the 0a lar ies oD. local
 
emplay,.s and :ther foreigners res ident in Morocco and
 
ernp loyed by t h.,Froject.
 

Contractor cerument
 
This re ,:n:ezi-, will be studied.
 

Find ing 2 

Cond it, ion 
The ,]jt.,. dacs nat. always prrvide its suppliers with a 
TVA , tx,_irrptiol clrt.ific> te 

Criteria 
Th IAV and .10M cont.ract states that the Project is 
-xenpt from TVA. 



[;'"' ' I 

LAd U 

CaL.me-,e 
The Contractor officials sometimes encountleY 
time-consuming administrative problems in obtaining Such 
certificates. 

Effect 
Although u:.:em pt from TVA, the Project pays TVA on a 
numLer uf its JAI rc- ases Or tests revealed that an 
amount of DH 40 143 (approximately US$ 5 018) was paid 
in re ,ec t cf TVA 

Recommenda ti on 
The ?rj.. cr chould try and obtain a global TVA exemption 
cert if ieati h ich it could us,- e for all its purchases 
in1tead ol r-.-vi to obtain iiiexemption certificate for 
each of I"'_- ur,?':use 

Contractor comnment 
Agred. 

Finding 3 

Cond i t ion 
[1M has never been. registered with the Moroccan 
auth,-ri t.i #2 aE a non-profit foreign association. 

Cri te r ia 
Mor<. con law ([,-,:e No. 0.58.376 article 5) requires 
tue r1 t in with loca1 authorities of all1, foreign 
a s5K .,>at i'ons . 

Cause 

The Contrac tor hat, not been aware of this requirement 
UIder toro(.c.canl law. 

Ef f cet 
The- Frjc iE not, complying with Moroccan law, This 
may liad C:nl]to sauctions. 

[Pecommt:erdo t. i'in
 
UOM th',, re.: is te r-d with the relevant authorities.
 

Cortra(]to (tOrcmIent
 
Tho Conrtractor would like to review further the relevant 
legis li.ion and actual practice in Morocco. 



Schedule A 

A(,IONOMI IC 1OSIT'iUT!: PROJECTAUDIT I_' HI'IE 
No. 608--0160) ELAT ING TO TH1E CONTMACT 
BETIWEENl 1 '(I S I A(1I (RNOMIQUIE ET 

VETEHI NA IIt: 1A,,.AN II AND Til,: JOM 

Total costs Qcestmioed 5isailowed Audited
 

A. TCHNICAL ASSISTAKO 
Project support staff in 
the country 1 650 265 I 650 265 

4l290 27660
FretcL 1angiagt trair.ing¢
AIlo~atctes r ,O'ot"tf

senior 5c, , t 2748248 - 1707 058
 

-4 503junior s'aff 

Travel ani tra:; i, rtato -L 

1658 725 13 300 10 100 1035 447resident 6taff 

Travel at tra:sportation 

407 479 5369 - 258 783
TDY staff 

I i il 1Other cirect casts i_5 LZ ZL 


DE 11LL~i9 3LI_
2li201 L{KAN
aS$ _.It-lCI~ _1it __61_-76UALI1
 

B.PAVICIPAIT THIlING 
Tbird cycle participants 

tuition and fees 171 415 6 615 133 839 
,t-
Faculty part.i .,ip 


207 889
tuiticn and fees 403 321 2 078 

Faculty part ; , ot 

mainte:nnce 'a, crosraa 983 507
cots 15 670 397 367
 

Short terl [articipantc 171 583 - 136 449
 

Invitati,a trave.ere 79 966 85 315
 

DE .L9.3 _
 
US$ -_2H I - 622 - _A _
 

C.COWDITIE5
 
Incountry transportation 670 891 - 599 368
 

Library devezoptent 1 352 419 - 229 313
 

Research team meombers 2 037 403 1 289 45
 
Data etorage/analycis _.-LI_2 - - ALZ
 

DH LHU_5! - 3_A6LIZ 

C.C.iS.P.sk
 
08 _.0.S../SR L32
...... 


Total DE 14 682599 64 174 37 788 10 625 987 

Total US$ 1835 325 8 022 4 724 1 328 249 

http:C.iS.P.sk
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