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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE REGIONAL INSPECTOR GENERAL fOR WEST AFRICA

UNITED STATES ADDRESS INTERNATIONAL ADDES:
RIG/DAKAR RIG/DAKAR
AGENCY FOR INTERNATIONAL C/0 AMERICAN EMBASS)

DEVELOPMENT BP. 49 DAKAR SENEGA!
WASHINGTON, D.C. 20523 March 19, 1990 WEST AFRICA

MEMORANDUM FOR  Bernarl D. Wilder, Representative USAID/Chad

e 'fél& 54 4éé“
FROM: 2 ~Pall E. oxg,/ﬁjgﬁh/Dakar
v ‘
SUBJECT : Non-Federal Audit of Budgetary Support to
Development Ministries in Chad, Project No.
' 677-0052. Audit Report No.7-677-90-02-N

Alttached is the subject report prepared by Price Waterhouse,
Abidjan, Ivory Coast.

On  September 22, 1986 A.I.D. signed a grant agreement with
the Govermment of Chad (GOC) to provide $7 million for
financing the payroll and other operating expenses of the
civilian ministries in Chad. Payments were made by A.I.D.
in four installments of $1,750,000 each to cover project
expenditures from October 1, 1986 to September 30, 1987.
This assistance is a continuation of A.I.D.’s budgetary
support program to Chad that commenced in 1984.

The audit objectives were to determine whether: (i) A.I.D.
funds were disbursed by the GOC in accordance with the terms
of the grant agreement; (ii) GOC internal controls relating
to receipts and disbursement of A.I.D. funds were adequate;
and  (iii) the project was in compliance with applicable laws
and requlations.

Price Waterhouse reported that GOC internal controls were

deficient in handling of project bank accounts and payroll
processing. In matters relating to compliance, the auditors
concluded that GOC substantially complied with applicable

laws and regulations.

This is the third audit report issued by Price Waterhouse on
A.I.D.’s budgetary support program in Chad. The two prior
reports issued in March, 1987 and January, 1988 also
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identified the same deficiencies described above and made
recommendations for corrective actions. However, the
current audit demonstrates that GOC did not effectively
implement the recommendations.

We therefore believe that prompt and effective corrective
action must be taken by USAID/Chad to obtain Government of
Chad compliance with project requirements. This report
makes one recommendation which will be included in the
Office of the 1Inspector General’s audit recommendation
follow-up system.

Raccmmaondation No. 1

HWe raecommend that the A.I.D. Representative, Chad, not
release subsequent tranches of funds under the program until
it is satisfied that the Government of Chad is:

a. preparing monthly reconciliations of the bank accounts
degsignated for deposits and disbursements of A, T.D.
funds;

b. maintaining and updating a ragister to account for
employea payroll identification documents (census

cards); and

c. computing employees’ earnings on tlie basis of number of
days worked as evidenced by attendance records.

Please advise within 30 days of actions taken by the Mission
to implement the above recommendation. I appreciate the
cooperation and courtesy extended to Price Waterhouse during
the audit.
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Dear Mr. Armstrong,

1.
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INTRODUCTION

In accordance with your instructions contained in your
letter of June 1, 1989 and the work order attached to it,
we have audited the expenditure of an amount of

US$ 7,000,000 provided in four tranches under the
Budgetary Support to Development Ministries (S5DM) in Chad,
project n” 677-0052.

BACKGROURD

The grant agreement relating to the Budgetary Support to
Development Ministries in Chad was signed on September 22,
1986 between The Government of Chad (GOC) and The United
States of America acting through the United States Agency
for International Development (USAID). This is a
continuation of a Ludget support program that started in
1984 and is made up of four tranches of US 3 1,750,000
each j.e. a total of U3} 7,000,000, with the objective of
premoting the economic and rolitical stability of Chad by
ensuring that salary and necessary supporting equipment of
the civilian ministries were covered. According to the
terms of the grant agreement, all salaries paid under the
grant will be at the level of at least 60 percent of the
pay scale of the GOC.

The first tranche of U3 $ 1,750,000 covered expenditure
for the months from October 1, to December 31, 1936. The
gecond tranche of U5 % 1,750,000, made available in
February 1987, ccovered expenditure incurred during the
pericod from January 1, 1937 te March 31, 1987. The third
and fourth tranches covering expenditure incurred from
April 1 to June 30, 1987 and from July 1 to September 30
1987 were made available in July and September 1937
recpectively,

Suoitle & Responcalihls fimiée
au Capital de 2000000 de § CIA
AC 16987 Atudjan - CMte o ivoire
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Under the grant agreement, GOC is required to submit to
USAID a “utilization plan" describing the nature of
expenditures the GOC intends to fund from the grant. When
the USAID funds are made available to GOC and are
disbursed, GOC is required to submit to USAID an
expenditure statement for a specific period. This
statement is referred to as an “interim utilization
report”.

The tranches are mainly utilized to pay the monthly
salaries of GOC employees. In order to ensure that
salaries are made to bona fide employees, the most
reliable evidence is the census card of the employees. The
census cards are sequentially numbered and provide
summarized personal data of an employee. These cards are
also part of the internal control structure of GOC’'s
payroll systen.

AUDIT OBJECTIVES AND SCOPE

The audit objectives were to determine whether the grants
were disbursed

(a) according to the utilization Plans submitted by the
GOC;

(L) under adequate financial controls; and

(c) in compliance with the grant agreement terms.

The audit was conducted in accordance with generally
accepted U5 auditing standards and Government Auditing
Standards issued by the Comptroller General in the United
States. Those standards require that we plan and perform
the audit to olbtain reasonable assurance about whether, in
this case, the interim utilization repcrts are free of
material misstatement.

The results of our audit are presented in the follewing
three sections of this report

(a) Report on slatements of experditure

(b) Report on internal control structure



US AID/Chad
Project No. 677-0062
Page 4

<

(c) Report on compliance with agreament terms and
applicable laws and regulations.

AUDIT PROCEDURES
Our audit procedures included but were not limited to

reviewing the grant agreement and related documents
between USAID and the GOC;

examining the statements of utilization plans submitted by
the Ministry of Finance and appreved by USAID and the
interim utilization vreports submitted by the GOC, and
testing the reasonableness, allowability and propriety of
project expenditure from January 1, 1987 to March 31, 1987
for the second tranche and July 1, 1987 to September 30,
1987 for the fourth tranche;

determining the GOC’'s compliance with utilization plans

submitted by the Ministry of Finance and approved by
USAID;

reviewing and reconciling the GOC’sg disbursement accounts
with BIAT (Banque Internationale pour 1°Afriaue av Tchad)
and the Central Bank of Chad;

determining whether salaries Wwere actually paid to
government employees within the Development Ministries and
that equipment ypurchased were delivered;

determining whether the project has complied with
applicable laws and regulations, the grant agreement terms
and being alert to situations or transactions that could
Le indicative of fraud, abuse and illegal expenditures;

RESULTS OF AUDIT
Interim Utilization Reports

We examined the 1nterim utilization reports for the four
tranches amounting to US$ 7 million submitted by GUC and
concluded that the reports fairly reflected actual
expenditure and pavments fron January 1, 13237 Lo March 31,
1987 for the second tranche and July 1, 1937 to September
30, 1987 for the fourth tranche,
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Internal control structure “

Qur review and evaluation of the internal control

structure for the disbursement of the grant funds revealed
the following:

(a) Two census cards out of a selected sample of 37 for
testing could not be located. Census cards are a key
element in identifying employees ; this situation is
likely to improve when the payroll is automated.

(b) The GOC’s Treasury was not reconciling both the
disbursement account and the special bank account on
a monthly basis.

(c) The GOC-submitted monthly payroll statements do not
indicate the actual number of days worked by each
employee. This omission has already been reported
previously.

Compliance with grant agreement and applicable laws and
regulations

(a) Our study of applicable laws and regulations and the
grant agreement terms did not reveal any case of non
compliance.

(b) We tested transactions and records relating to the
four tranches, and all tested items were found to be
in compliance with applicable laws and regnlations
and grant agreement terms.

Exit conference

At the exit conference on July 15, 1989, the audit
findings and recommendations were discuseed with GOC
Treasury officials and thereafter with U3SAID
officials,whose comments were taken into consideraticn in
preparing this report.

ok ok ok

We would like to thank the USAID and GOC officials for
their assistance extended to members of our staff in
connection with our examination.

Should you need further informaticon or explanat ione,
Fleaze contact Mr. H. Ghazarcssian or Me, A, Dizvasate of
our of fice,

Very truly yours,

/QM'U. ottt gonir
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REPORT ON THE FOUR INTERIM UTILIZATION STATEMENTS,
SUMMARIZED AND PRESENTED AS SCHEDULE A

AUDITORS® OPINION

We have audited the fear interim utilization reports, covering
the year from October 1, 1986 to Septembar 30, 1987, summarized
and preserted as Schedule A, of the expenditure incurred under
the Budgetary Support to Development Ministries in Chad,
Project No 677-0052, in connection with a grant of

US ¢ 7,000,000. These reports are the responsibility of the
GOC’s Treasury. Our responsibility is to express an opinion on
these reports bLased on our audit.

We conducted our audit in accordance with generally accepted US
audilting standards and Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable
assurance about whether the interim utilization reports are
free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures
in the reports. 1In this specific case, it included testing
costs claimed against the grant agreement terms. We believe
that our audit provides a reasonable basis for our opinion.

Schedule A is not intended to present elther the financial
results of cperations of the project or ite financial position
in conformity with generally accepted accounting principles.

The first and the third tranches of the grant amounting to

US & 3.5 million were first audited and two separate reporte
were issued on February 18, 1937 (audit report No 7-677-87-04-
H) and on Octcber 23, 1987 (audit report No 7-677-88-01-N)
respectively., Each of the reports indicated that the interim
utilization reports examined were fairly stated. The current
audit assigument was performed during the period from June 26
to July 10, 1939 and covered the expenditure incurved ander the
second and fourth tranches amounting to US & 3.5 million. fer
the periods from January 1 to March 31, 1987 feor the second
tranche and July 1 te September 30, 1387 for the fourth
tranche,

In our opinicn, the interim utilization reperts of the four
tranches presented on Schedule A and covering the year from
October 1, 19R6€ to Septemler 30, 1937 pregent fairly., in all

material respects, Lhe expenditure incurred under the grant

agreement,
i Cabidaunn

Sociéld a Respansalilts Limiie
an Capntal de 2000000 de F CIA
REGOAT Abdgan - CAle o lvone

July 15, 1989
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Section 111 - Report on Internal Control Structure
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REPORT ON INTERNAL CONTROL STRUCTURE

1.

AUDITORS® OPINION

We have audited the four interim utilization reports
covering the year from OUctober 1, 1986 to September 30,
1987, summarized and presented as Schedule A, of the
expenditure incurred under the Budgetary Support to
Development Ministries in Chad, Project No. 677-0052, in
connection with a grant of U§ $ 7,000,000 and have issued
our report thereon dated July 15, 1989.

We conducted our audit in accordance with generally
accepted US auditing standards and Government Auditing
Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the
interim utilization reports are free of material
misstatement .

In planning and performing our audit of the interim
utilization reports of GOC’s Treasury for the vear from
October 1, 1986 to September 30, 1987, we considered its
internal control structure in order to determine our
auditing procedures for the purpose of expressing our
opinion on the interim utilization reports and not to
provide assurance on the internal concirol structure.

- The management of GOC’s Treasury is responsible for

establishing and maintaining an internal control
structure. 1In fulfilling this responsibility, estimates
and judgments hy management are required to assegs the
expected Lenefits and related ccsts of internal control
structure policies and procedures.  The objectives of an
internal control structure are to provide management with
reasonable, but not absolute, assurance that assets are
safeguarded against loss from unauthoriszed use or
disposition, and that transacticns are executed in
accordance with management s authorization and recorded
bproperly to permit the Preparation of reports in
accordance with generally accepted accounting principles.
Becauge of inherent limitations in any internal control

structure, crrarg op irregularities may nevertheless occeur

and not be detected .,

Societé a Respanzatubte Lntee;
au Camtal de 2000000 de F CIA
RC 16 487 Aludgan - Gote d tvaine
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Also, projection of any evaluation of the structure to
future periods is subject to the risk that procedures may
become inadequate because of changes in conditions or that
the effectiveness of the design and operation of policies
and procedures may deteriorate.

For the purpose of this report, the significant areas of
internal control structure are the following:

a) Cash receipts and payments, and

b) Payroll/personnel.

For both of the internal control structure categories
listed above, we obtained an understanding of the deeign
of relevant policies and procedures and whether they have
been placed in operation, and we assessed control risk.

We noted certain matters involving the internal control
structure and its operation that we consider to be
reportable conditions under standards established by the
American Institute of Certifjied Public Accountants.
Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the
design or operation of the internal control structure
that, in our judgment, could adversely affect the entity’s
ability to record, brocess, summarize, and report
financial data consistent with the assertions of
management in the interim utilization reports.

The reportable conditions are described in the
accompanying findings 1 to 3 presented on pages 11 to 13.

A material weakness is a reportable condition in which the
design or operation of the specific internal control
structure elements does not reduce to a relatively low
level the risk that errors or irregularities in amounts
that would be material in relation to the financial
statements being audited may occur and not be detected
within a timely period by employees in the normal course
of performing their assigned functions.

Our consideration of the internal control structure would
not necessarily disclose all matters in the internal
control structure that might be reportable conditions and,
accordingly, wonld not necessarily disclose all reportable
conditions that are aleo censidered Lo Le material
weaknesses as defined above.  However, we helieve none of
the reportable conditions described above is a materiai

weakness,
/vduo 64¢AL1:AJL4400L

July 154, 1989
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REPORT ON INTERNAL CONTROL STRUCTURE “
2. REPORTABLE CONDITIONS

Finding 1
Payroll documents

CONDITION

Two census cards (employee identification cards) out of a
selected sample of 37 employees could not be located.

CRITERIA
Census cards, the main documents providing evidence that a

person is a genuine government employee, should be adequately
safeguarded and filed.

CAUSE

The current payroll system is manual. Consequently, payroll
documents are handled by several individuals at the end of each
month. The risk of misplacing census cards is high.

KFFECT
Census cards may be lost or temporarily misplaced.

RECOMMENDATION

We recommend that a register should be kept to identify the
rersons who take census cards in the course of performing their
duties. The return of the cards should also be noted, thus
ensuring a proper follow up of all census cards.

MANAGEMENT COMMENT
GOC's officials agreed with the finding and stated that this

condition will be resolved when the payroll system becomes
fully automated.

AUDITORS” COMMENT

In the case of the two employees whose census cards could not
be located, we established through enquiries that they were
genuine employees of the GOC.

W
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Finding 2 ﬁ»
Bank reconciliations

CONDITION

The bank balances at BIAT and the Central Bank of Chad were not
being reconciled with statements received from the banks, as
recommended in the previous non-Federal audit reports.

CRITERIA
A bank reconciliation statement should be prepared, reviewed
and approved on a monthly basis by the GOC's Treasury.

CAUSE

The GOC has not undertaken the hecessary measures to implement
pPrevious audit recommendations.

EFFECT

Unauthorized bank transactions may remain undetected, and
commingling of project funds with other government funds could
remain undetected and unrectified. In the absence of bank
reconciliations, we tested all payments above FCFA 10 million.
Our tests did not reveal any case of unauthorized transactions.

RECOMMENDATION

He recommend that, on a monthly baeis, & bank reconciliation
statement should be prepared, reviewed and approved by a GOC
official for each of the two bank accounts.

HANAGEMENT COMMENT

GOC’'s Treasurer concurred with the [inding and will prepare &
reconciliation statement for eacl bank account on a moenthly
basis.
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Finding 3
Attendance records q»

CONDITIONS
The payroll statements submitted by the Ministries for the

payment of salaries do not include information on the number of
days worked by the employees.

CRITERIA

The number of days worked by each employee should be included
in the payroll statements, in order to ensure that salary
computations take account of relevant data.

CAUSE

The GOC has not undertaken the necessary measures to implement
the previous non-Federal audit recommendation.

EFFECT

In the absence of adequate information for control purposes,
errors in computation of salarijes may result.

RECOMMENDAT ION

We recommend that the monthly payroll statements, prepared Ly
Development Ministries for payment of salaries, should include
the actual number of days worked and that the computation of
salaries should be made accordingly.

MANAGEMENT COMMENTS

The Gevernment of Chad disagreed with the audit finding and
noted that it is GOC practice that salaries are paid to
governmenl employees without any consideration of office
attendance records.

AUDITORS® COMMENTS

GOC should take appropriate measures to monitor employees
attendance in order to pay salaries on the basis of effective
presence of enmployees and thus avoid overpayment of calaries.
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Section 1V - Report on Compliance with Applicable Laws and
Regulations and with Agreemenl terms
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REPORT ON COMPLIANCE WITH APPLICABLE LAWS AND REGULATIONS AND
WITH AGREEMENT TERMS

AUDITORS® OPINION

We have andited the four interim utilization reports covering
the yvear from Octeober 1, 1986 to September 30, 1987, summarized
and presented as Scheduie A, of the expenditure incurred under
the Budgetary Support to Development Ministries in Chad,
Project No. 677-0052, in connection with a grant of

US $ 7,000,000 and have issued our report thereon dated July
16, 1989,

We conducted our audit in accordance with generally accepted US
auditing standards and Government Auditing Standards, issued by
the Comptroller General of the Uniled States. Those standards
require that we plan and perform the audil jin order to obtlain
reascnable assurance about whether the interim utilization
reports are free from material misstatement .

Compliance with lawe, regulations, contracts and grants is the
responsilbility of the management of GOC g Treasury. Ase part of
obtaining reasonable assurance about whether the interim
utilization reports are free of malterial migotatement,, we
performed teste of the GOC Treasury ' s compliance with certain
provisions of laws, regulations, contracts, and grants.
However, our objective was not Lo provide an opinion on overall
compliance with such provisions.

The results of our tesis indicate that, with respect to the
items tested, Gooog Treasary complied, in all material
respects, with the provicions referred to in Lhe preceding
Paragraph.  With respect Lo items pol fes Led, nothing came Lo
our attention that cauvsed uc Lo believe that GO g Treasury had
not complied, in all material respects, Wwith thooe provisions.,

//\)AMWM

July 15, 1989
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SCHEDULE A ﬂ’

SUMMARIZED STATEMENT OF SOURCE AND
APPLICATION OF FUNDS

BUDGETARY SUPPORT TO DEVELOPMENT MINISTRIES
PROJECT No. 677-0052

FOR THE YEAR ENDED DECEMBER 31, 1987

FUNDS PROVIDED Amounts _in F.CFA

Fund provided, 1st quarter 1
Fund provided, 2nd quarter 1
Fund provided, 3rd quarter 1 708 000 533 750 000
Fund provided, 4th quarter 1

TOTAL FURDS PROVIDED FOR 7 000 000 2 181 281 881

FUNDS APPLIED

Salary disburced, 1st quarter 597 438 240
Salary disbursed, 2nd quarter 5563 619 508
Salary disbursed, 3rd quarter 530 999 083
Salary disburced, 4th quarter 448 752 1798
TOTAL FUNDS APPLIKD 2 130 359 £29
Fund balance at December 31, 1987 422 252
Bank account balances at December 31,1987 422 252

Discrepancies 0

e s ws em e e e e me
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Appendix 1

Report Distribution

No. of
Copies

A.1.D Representative, Chad
Ambassador, U.S. Embassy, Chad
DA/PFM

PFM/I'M

PFM/FM/FP

AA/DFR

AFR/CONT

AFR/PD

AFR/SWA

AN/ XN

XA/PR

LG

GC

PPC/CDIE

SAN/S&Y

LG

Deputy 1G

1G/PPO

1G/RM

1G/LC

1G/PsAa

ALG/1

REDS0O/WCA
REDSO/WCA/WAAC
USAID/Burkina Faso
USALD/Cameroon
USAID/Cape Verde
USAID/Congo
USAID/The Gambia
USALD/Ghana
USALD/Guinean
USAID/Guinea-Bissau
USAID/Liberia
USAID/Mali
USALD/Mauritania
USALD/Morocco
USAID/Niger:
USALD/Nigeria
ULSAID/Seneqgall
NSRID/Togo
USATD/Tunisia
USALID/Zaire
RIG/1/Dakar
RIG/A/Cairo
RIG/N/Manila
RIG/AN/MNairobit
RIG/N/Singapore
RIG/N/Tegucigalpa
RiG/A/Washington
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