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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

REGIONAL INSPECTOR GENERAL/AUDIT
 

UNITED STATES POSTAL ADDESS 
BOX 232INTE[4NATfONAL PO5IAL. ADOR~BOX 232 POST OFFICE BOX 3026APO N Y 09b75 NAIROBI, KEN' A 

September 26, 1989
 

MEMOANDUM FOR MISSION DIRECTOR USA!r/SUDA., Frederick E. Gilbert 

FROM: Richard C. Thabet, RIG/A/Nairobi 

SUBJECT: Audit of the P.L. 
480 Title II Food Program in Sudan
 

The Office of the Pecional inspector Gene2ral for Audit, Nairobi
has co e..e.. alhit the P.L. !Iits of 480 Title Food Program in
Sudan. Fivo cor*es 
of the audit report are enclosed for your
 
act ior,. 

The dra-t auidit report was submitted to you for com,ment and yourcomment, are attached to the report. The report 
contains one
 
recomnrr-endation. Reco;-.mendation No. l(a) is considered closed.

Recommendation No. 1(b) resolved
is but will not be closed until
completion of planned or promised action. Please advise me
 
within 30 days of any additional actions taken to implement

recommendation No. l(b).
 

I appreciate the cooperation and courtesy extended to my staff
 
durinn the audit.
 

Backq round
 

The Agricultural Trade Development and 
Assistance Act of 1954,
Public Law 480, as amended, is the statutory basis for the Food
for Peace Program. In enacting the legislation, the Congress

declared it to be the Policy of the United States to use its
agricultural productivity to combat hunger and malnutrition,encou racer ccono,- arow•r. th,l arid.. c a ondoe Ion, ~qan and markets for
 
both ,
U.S. a]ricu ltral cormodit ie. and local foodstuffs produced
in developing nations. 

Title 'I of . . 4t0 a uthorizes the doraition of food for 
( i ' "I',tY> :-. ,J d ,n:ot or e ,raorc n-vPt]~•~ ~ -]( ~ 7 rt''." r ... eIr relief" ~ ~ ,Oj (, t- rr e i n? o r ceCn oth)e r 

d evoopF( nra and nutritiona! act. ires and are to be conducted
within a (.'o of .ocal
fr a:'o rk 
 increasing participation in
 
management and funciJ rig. 
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In fiscal years 1988 and 1989, the U.S. Government provided

approximately 118,000 metric 
tons of food for emergency relief
 
which were administered by USAID/Sudan. Of this amount, 75,000

metric tons were made available to the relief program under two
 
trarnsfer- authorizations-commonly-referred -to-as-SWAP agreements.
 

The first agreement signed by USAID and the Government of Sudan
 
(GOS) in March 1988 authorized the delivery of up to 20,000

metric tons of U.S. hard red winter wheat in exchange for up to

25,000 metric tons of Sudanese sorghum. Under the second
 
agreement signed in June 1989 up to 30,000 metric tons of U.S.
 
wheat was to be exchanged for up to 50,000 metric tons of
 
Sudanese sorghum. The wheat was to be taken into GOS inventories

and the 75,000 metric tons of sorghum wa3 to be used for the
 
relief program in Sudan.
 

Audit Objectives and Scope
 

The staff of the Regional Inspector General for Audit/Nairobi,

made a performance and financial audit of the fiscal years 1988
 
and 1989 food relief program in Sudan during July and August

1989. The original audit objectives were to determine whether
 
adequate accountability and controls 
existed over the receipt,

inspection, storage and distribution of commodities, and whether
 
the overall program goals were being met.
 

However, the objectives and scope of the audit were redefined
 
from the outset of the review because travel for diplomatic

personnel to areas outside Khartoum was 
suspended by the new

military Government. Travel to the port, Government, A.I.D. and
 
private warehouses and distribution points in country 
 was
 
essential in order to physically inspect and document the
 
accounting system and controls in place.
 

As a result the scope covered an audit of two SWAP Agreements for

75,000 metric tons of sorghum, the cost of which was not to

exceed $11.3 million. The objective was to determine whether the
 
SWAP agreements were being implemented as agreed. The audit
 
included a review of relevant documentation and discussions with
 
responsible officials of USAID/Sudan, the Agricultural Bank of
 
Sudan and prlvate voluntary organizations in Khartoum. The
 
reviews of internal controls and compliance were limited to the
 
finding presented in this report. The audit was made in
 
accordance with generally accepted government auditing standards.
 

Results Of Audit
 

The audit found that the SWAP agreements between USAID/Sudan and

the GOS were generally being implemented as agreed. However,

1,468 metric tons of sorghum at a calculated cost of $234,880 was

due to USAID under Transfer Authorization No. 650-XXX-000-8607
 
(SWAP I) and 
up to 1,500 metric tons of sorghum calculated at
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$219e600 would be due after the delivery 
of U.S. wheat is
completed under second
the Transfer Authorization No.
 
650-XXX-000-9611 
 (SWAP II). The report recommends that
 
USAID/Sudan immediately claim the quantity of sorghum due under
 
.. ,.and that-procedures- be- established to
SWAP 
 claim amounts-due
 

under SWAP II and 
any other subsequent agreements within 30 days

after delivery and final accounting of U.S. wheat received.
 

USAID/Sudan Needed to Claim Undelivered Sorahum - The GOS signed
two transfer authorizations for delivery of sorghum to the U.S.
 
Government for distribution in Sudan under the Title II relief
 
program. However, 1,468 metric 
tons of sorghum from the first

exchange agreement at a calculated cost of $234,880 had not been
 
delivered to USAID/Sudan because 
the Mission had no. performed a

reconciliation 
of the amount due urder that agreement. As a
 
result, the relief program in 
Sudan did not benefit from this

quantity of sorghum. Receipt of up to aiother 1,500 metric tons
 
of sorghum calculated at $219,600 would 
also be delayed if the
 
reconciliation and claim were not made in 
a timely manner.
 

Discussion - The SWAP I Transfer Authorization was signed in 
March 1988 by USAID/Sudan, on behalf of the U.S. Government, and
the COS. It authorized delivery of up to 20,000 metric tons of 
U.S. hard red winter wheat in exchange for up to 25,000 metric
 
tons of Sudanese sorghum. A total of 23,750 metric tons of
 
sorghum was to be delivered by the GOS before it requested

delivery of the wheat. The remaining 1,250 metric tons of

sorghum was to be retained by the GOS to make up for any

shortfalls in the wheat shipments. After the wheat was
delivered, inspected and weighed, the GOS 
was to deliver the
 
remaining 1,250 metric tons of sorghum or, the case
in of a wheat

shortfall, an appropriate amount based on a 1:1.25 ratio of wheat
 
to sorghum.
 

The last quantity of wheat under SWAP I was off-loaded, inspected

and weighed at Port Sudan on October 26, 
1988. A total of 19,920

metric tons of wheat was accepted by the GOS, which was to be

exchanged for 24,900 metric tons 
of sorghum. The GOS provided

23,432 metric tons of sorghum, thus a balance of 1,468 metric
 
tons was to be made available to USAID or its authorized agent.


August this been
As of 2, 1989 amount had not received because

the Mission had not performed a reconciliation to determine the
 
quantity of sorghum due to USAID from the portion retained by the
 
GOS. A USAID official informed us that the reconciliation was a
 
recognized pending action that had not 
been performed because the

Mission became involved in other tasks, specifically the second
 
SWAP agreement covered under Transfer Authorization Nlo.

650-XXX-000-9611. The Mission had 
not established procedures for
 
ensuring that reconciliations were made In a timely manner after
 
deliveries of commodities were completed. Thus at the conclusion
 
of our fieldwork in August 1989, more 
than nine nonths had passed
 

-4



since 19,920 metric tons of wheat covered under SWAP I was
accepted by the GOS. However, USAID had 
not received the balance
 
of 1,468 metric tons of Sudanese sorghum costing $234,880,

calculated at $160 per metric toni".
 

The SWAP-I1-Transfer Authorization,.signed-inJune 
1989,- cvered 
a second exchange of up 
to 30,000 metric tons of U.S. wheat for 


up to 50,000 metric tons of Sudanese sorghum. An initialquantity of 25,000 metric tons of sorghum was 
to be delivered to

USAID by the GOS prior to June 30, 1989 followed by a second

quantity of 23,500 metric tons at 
a date to be determined by both

parties prior to delivery of the wheat. The remaining 1,500

metric tons of sorghum was to be retained to make up any amount

due after the wheat was delivered, inspected and weighed.
 

At the 
time of our review in August 1989, we were informed by
USAID and Agricultural Bank of Sudan officials that of the
initial total of 25,000 metric tons of sorghum, 15,000 metric
tons had been transferred to A.I.D. storage and 10,000 metric
 
tons remained in Agricultural Bank of Sudan warehouses awaiting

inspection by AID. The wheat had been shipped since all
not 
 the
 
required sorghum was not delivered by the GOS.
 

Until USAID performs the necessary reconciliation and claims any

amount due from the GOS under SWAP II, as much as 1,500 metric
tons of sorghum costing $219,600 (calculated at $146.40 per
metric toni/) would not be realized. The auditors were

concerned that a claim for the residual amount due under SWAP II

could also be delayed due to the fact that the SWAP I

reconciliation and claim was not made for more 
than nine months.

Also, at the time of 
the audit the Mission had been experiencing

on going problems, and given additional tasks, which affected its

workload in implementing the emergency relief program in Sudan.

Problems included restrictions on travel and the uninhibited
 movement of USAID and implementing agency personnel, and

incidents affecting the safety and security of 
the commodities
and people involved in the food distribution process. In

addition, the Mission was involved in the implementation of phase

down activities required under the Brooke wind-up plan 
 and

Section 513 of the Fiscal Year 1989 Appropriations Act.
 

Recommendation No. 1
 

We recommend that the Director, USAID/Sudan:
 

a. immediately request from the Government of Sudan delivery of

1,468 metric tons of sorghum at a calculated cost of $234,880

under Transfer Authorization No. 650-XXX-000-8607; and
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b 	 establish procedures to request from the Government of Sudan

delivery of 'the retained amount of 1,5^0 metric tons of

sorghum (calculated at $219,600), 
or portion thereof, within

30 days after the final accounting and delivery of all wheat

is made.-.to....the-7Government -under- Transfer -Authorization-,No.
 
650-XXX-000-9611, and any subsequent agreements.
 

USAID/Sudan 
 agreed with the finding and recommendation and
requested the Government of Sudan to deliver the 
quantity of
sorghum due to USAID's agent to complete its part of the SWAP I
agreement. The Mission requested RIG/A/N to revise 
the 	reported

amounts in part (a) of the recommendation to reflect the
quantities of sorghum that were actually claimed, 
and that part

(b) be rephrased to recommend that procedures be established to
claim for sorghum due under any subsequent agreements, in

addition to SWAP II. The amounts and wording in the report were
 
revised accordingly.
 

Recommendation l(a) is considered closed upon issuance of 
 the
report since the Mission requested the sorghum due from the
 
Government of Sudan by letter dated 
 August 24, 1989.
Recommendation 1(b) will be 
closed upon evidence received by this
office that procedures had been established by the Mission to
claim for the retained portion of sorghum due within 
30 days of
final accounting under SWAP II and any subsequent agreements.
 

1/ 	Cost per 
metric ton was based on the maximum cost of wheat

($4 million for SWAP I and $7.3 million for SWAP II)

exchanged for the quantities of sorghum under each agreement.
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UNITED STATES GOVERNMENT 

OATh: Sep)tembe r 19, 1989 	 n eor(and u mn 
REPLY TO. 	 Gil-e 

ATINOr; Frederick E. Gilbert Director, USAID/Sudan 

SUDJECT: lission Comn;icnts - Draft Audit Report of the P.L. 480 Title II Food Program in 
Su :1an 

TO: Mr. 	 Richard C. Thabet, Regional Inspector General for Audit, Nairobi 

REF: 	 (A) Thaet/Gilbert M,:no, 9/7/89, w/Att. Subject Draft Audit Report 
(B Khartoum 09415, 1/25/89 

The Mission has reviecwed the draft audit report and offers the following 
conents. 

1. 	On page 2, first p,:ra. , last sentence, the draft aodit report reads, "The 
wheat was to he, tan . . and .. sorhum was to be used .... . 

This :, en se o; v appli es to SWAP I; the- SW.\ II wheat has not arrived 
in coun trv (inaitial I]I.,000 NF' scheJuled to arrive Port Sudan September 25, 
1989). We requst that. the lacuace of th' report be modi ied along the 
lines r:fl, aing t hr pant t ese of S'AP I and the future tense of SWAP II. 

2. 	 On pap ! t0, VAJ . r, port stat-,s 19),929.6 9 i of what was deli vered to 
the .6. An. inotI in cop i: of correspot ci,(rice previously provided to 
PG/A/N, th, corrct amount is 19,920 fr" ef wheat. The GOS delivered 
23,432 Nfl' of . og t i:; to t Ie Nission' s agent. Total SWAP I sorghum that 
should lmv. been deliv\ered, at a ratio of 1:1.,. of wheat to sorghum, 
should ,, 21,900 Nf, reulting in a balance clue of 1,468 MT due fromn the 
GOS.
 

As furt]heTr not,! irn tip- crrc ,ncce, the GOS./Agricultural Bank of Sudan 
reported drliv. rF (f 23, 515 MY of sorghu:i to U'-,,'s agent. Tle GOS has 
been akw.d io r.s ,]ve t i, diffference in deliver"d (SAP) sorghum of 81 MT; 
i.e., the 23,513 9Y report ed by th (... versus the 23,432 MT reported by 
USAII)'s an'nt. (See Attacimnjet A) 

The 	Mission Ftv'nqLts that RIG/A/N revise the reported amounts, and other 

relatted firuien, on iF 5 of the draft audit report. 

3. 	 'Peeon' ,at io . 

"lWe 	 reLo.oU:,,, tih:it tie," Director, USAI)/Sulan • 

"a. 	immediately request from the COS delivery of the 1,162 metric tons of 
sorghum at a calculated cost of $185,920 under Transfer Authorization 
No. 650-XXX-000-8607; and 

OPTIONAL. rORM 140. 10 

(nirv. 1.80) 
G SA r') 	 ] (41i i - i-I0 I I , l 

' N 	 : 19W, 0 - 490-491) 
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2.
 

b. 	request from the GOS delivery of the retained amount of 1,500 
metric tons of sorghum (calculated at $219,600), or portion 
thereof, within 30 days after the final accounting and delivery 
of all wheat in made to the (OS under Transfer Authorization 
No. 650-XV-000-9611." 

Re, 	 part a. , the ission has requested that the GOS deliver the 
(corrected) quantity of 1,387 NMT" of sorghu, to USAID's agent to 
complete its part of the S'AP I ag reement, plus a potential 
additional amount of 83 NIT (total 1,468 NIT) of sorihu:-, pending 
resolution of the amount of sorghUu delivered by the GOS 
betwnVen that reported in Ag ricultural Bank of Sudan (ABS) 
delivery orders and that reported in the USAI) agent's receipts 
(23,5,1-3 '.fT 23,432ver;us f'). 

Accordingly, we requecst that recov'urndation no. I.a. be closed 
With is:uar:ce of the final audit reprt.
 

Re, part b. , inas:much as the' 30,000 Kf of wheat has yet to be 
deli jered to the (A5, and the initial shipment of 15,000 9F is 
not sca i],, to arrive in Fort SuJan until Septembe r 25, 1989, 
at the earliest, we find the recom.(ndation inappropriate as 
written, tintil such time as all the wheat has arrived in Port 
Sudan; has been inspected, weighed, and the final quantity 
detcimiincd; anl delivery to, ain] acceptance by, the GOS of the 
final determined and agreed-to quantity, it is impossible to 
requeSt Gf)- delivery of the retained amount , let alone 
det eiini ne thu final retained amoulit to be deli v'red-.to USAID. 

We believe that te intent of the audtit rcco,:mudation can be 
better anhieeVd by rephIrasing the recon,-,nd ation towards the 
establis .ant of Mission procedures to provide for the orderly 
and 	 tim.ly acc(c:ntin!g of wheat dn' iveries and correponding GOS 
delivery of SWA!P c(m(,:diti(s, suc h th t the delays efncountered 
undeI the A' I agrec;y ,at aIre niot eacouitercd inder the SWAP 
]] ai! any subscqu:ent ''crents. 

Accordinl', w- requ-,t that recovx::,,idat ioen no. I .X,be 
modif il in Ow, final rt i t ,,cI that it addritss, th' 
perceived needs for more timely act (iI by Mision ,Hrnor,'.l, 
and 	 permit, Missii, to pond tcc s 1the 	 to defficiec ,,ie 

performance (.riteria, and thus I,:nit nor: t imely closure of (a 
revised) rccoonii at n IINoi. I b. , lrtla i titi i h il iia qtleSt 
to the (192 for (eli very of ,A1 co i:dities against 
non-exi stelit del , ties of U.S. wheat (a non-auli talle event), 
along with i 2jdrasing of other RIG/A/N co ments in the report
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3. 

that clearly indicates the prospcctive nature of problems that
 
could arise undcr the S1','AP II agreement if adequate systems and 
procedures are not in place, given ti>,Mission's performancc 
with the 1908 SWAP I agreement (Transfer Authorization No. 
650-XU-000-c007). 

Att: Attachmcnt A 

cc: Mr. hty Yimq' , AYYt/CNT, AID/h' (w/Att. and Draft Audit Report Copy) 

DIST: O/1)I1
 

JJG1,T 



pag 4 -of 5 

oC~~~I,. Comegrc, oo,,,to 

and Supply' 
k,')arlt.oop, Sudan 

Dear ii. Undorsccretary, 

1xchonroc Si'jncd March lst 1930. 

You: attention ia 	drawn to Section 6, parageraphs 13. Declivery ot Wheat,,and C.Dolivery or Sor'hum, of .-he zubject arcemn. Spr, icly lteLh' 
dc.ils with finalizing the cechan~je reqJui ronnrt.; -ind. reconcil inij the balance of 
zorghurm to be dclivarcd to IJSAID b-Ijcd upon Lh: wh-eat received by MCC. 

Aecocdinrj to in indcpen.-lent di. chartjo :;urvcy po.rlorm~edl for the U.S. 
Govarnment'-, NCCS has rccci:vccl at Port ';tdani the followint1 qjuantities o i:whaL 
wnder thi-' agreemenL: 

AC riVil]. 	 Actuai Quant I~y 

A. 	 Who.1t in Bap.j 
Lesl ie o'11k u V)' .)11 1 9u 1'U;,24J 

Shibussi ~ c 	 14,Iw'! 

,cocdjkfl~j ',; imlfermat ion jpruvidt~d by L.m A'ir ilcuir..- Boan. orf ',Adan1	 (All.,;) the
followiil~ q%1i)itU Or :2'7 ,2oc 4I2 rvryciLoVSA 

0ri6070 K ;L 

7 41' 00 056 07 7 2, 111) t:,u 6,400

7 July 00 056077 21,422uarf F1 1,

7 July 00 0$6079 	 107 79H' E~1 GCriuf .2.7,nfl2 

23 June CIO 	 6J,01)0 ni5,0 

* ,~j2115-3 
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ju 00.1 of 0oOl IX rcc C VeC! b.1 USA'ID ArJvnL, Abdz]: FP.hmacn I.!mal 

C~~I~u.1tt it F.. va eI t 
.
-T ,-. Fr- t uu ,nc a i n:q±nri Nio = 

TI : tiqa : sept 8Ko.; 

13 Oct. 08 1),Thf; trI1,G1: 611 

P :" i, .. 1 U JIU .... J 
. eT [............. 16 0 3 4 3. . .......................... 23,1432
 

Oil fcrncc beLwoen ABS delivery orL'er. and U;AID': A.J !L'; CCO i[pt: 

81 MT (23,513 MT Ien 23,432 iT)
 

-.
aonil iaI ion: 

Wheat delivered by USAID t.CC ........... 9,920 MT Wheat 
Equivalent GoVJhuin at ratio 1: .". ... . 2.1,9100 MT Lojhiumif 

Sorijhur per AMi delivu.y odCU:; ............. ?3,513 MT o11,'ghOJ11 

Balance due USAID jxQV . Ajroeim'nt. .] ],37Abjct.. . .Or..h 30 

Ptegarding the difference ofE 1 MT ;%).fwjn between AM; dclivery ordeV a11d 
USAID's Agent, USAID req'iesL; AB1S to review it; aetuil dc.ivo-cy ducumoonts at 

Ko:;ti and E1 Gedaref which rf:vc.Ul actual WJAI) ' A-jcnt 't receipt OC the totl 

261,250 90 kg bags (eqtlivalent to 23,4.32 MT). it there i.; no jut;tiriable 

cxplanation to dispute USAID 'o AgCnt ' claim,-; oC reci,,Jpl, an additional 01 MT 

rghrqhum should be added to the 1,387 '.;T :;or'huLwi obove. 

USAID requests your a3Si:;tance in notiyij AMg:; o tlhe balance to be made 

availa,)la to USAID. receipt A133 a furUpon or 4i;;;iia, C of dtliVory ordur 

1,307 MT (15,411 bags) :or'giirf at Ko: tl, UJAJI) wil arranjc 1o h1ve" on 
reccivCindependent inspector certify the lot and USAID' Agjnt notiied to 

'lie quantities free along side (FA.S) ADS', w;Lt:flo:;c 

"RoLadingj the 01 MT 00031utm in d.inputt,, U;:;AID io p.,;ed to di cu. this with 

ASi:; at their Carlict coliv,:nj.ClIC,. 

.'.;J.n~1'/ yoll o, 

Vrecler ick :*iIciaC 
Acting .li....) Dirccto 

iinC .',a;.1Oun eCdan1, CAC l,Mii l lOci;nic ia nf ig " 

http:rf:vc.Ul
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REPORT DISTRIBUTION
 

American Ambassador to 

Mission Director 
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