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MEMORANDUM
 

TO: 	 Dennis J. Brennan, USAID/Mali Dire tor2 / 

FROM: 	 Paul E. Armstrong, RIG/A/lDakar (er' 

SUBJECT: 	 Audit of A.ID.'s Grant to the Pro ram CoordinatingUnit Under 
USAID/Mali's Economic Policy Reform Program No. 688-0240, 
September 17, 1985 to September 30, 1990 

The attached report, prepared by the non-Federal audit firm Price Waterhouse, 
presents the results of a financial audit of the Program Coordinating Unit's (PCU) 
costs charged to USAID/Mali's Economic Policy Reform Program. 

In August 1985, A.I.D. approved the Economic Policy Reform Program in Mali with 
the purpose of promoting economic development through tax reform and budget
restructuring programs. Under this program, PCU--a unit established within the 
Government of Mali's (GRM) Ministry of Finance to facilitate program
implementation--received $302,581 during the period September 17, 1985 to 
September 30, 1990 to cover expenditures related to its operating costs which 
included thie technical assistant's'salary, allowances and per diem for the staff, and 
equipment and materials. 

Price Waterhouse performed a financial audit of the $302,581 expended by PCU in 
accordance with U.S. Government Auditing Standards to determine whether the 
statement of operating costs for the period September 17, 1985 to September 30, 1990 
was presented fairly and whether PCU complied with laws and regulations for 
transactions that may have a material effect on the statement of operating costs. In 
carrying out this financial audit, the non-Federal auditors obtained an understanding 
of PCU's internal control structure to plan the audit and to determine the nature, 
timing, and extent of tests to be performed. 

Price Waterhouse found that PCU's statement of operating costs presents fairly the 
financial activities under the Program for the period audited. The audit did, however, 
identify $8,670 in unallowable and unsupported costs billed to USAID/Mali. These 
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questioned costs consist of ineligible payments of '77,176 for tax on gasoline
purchases, unauthorized payments of $571 for long distance telephone charges,
unsupported payments of $488 for miscellaneous purchases, and ineligible payments
of $435 for overtime salary paid to a GRM official. In obtaining an understanding
of the internal control structure, Price Waterhouse noted certain reportable conditions.
These conditions, which included the need to improve documentation and supervisory
review of accounting procedures and disbursements and the need to improve controls 
over petty cash and fuel consumption, were not considered to be material weaknesses. 
Finally, Price Waterhouse reported that PCU complied in all material respects with
applicable agreements, laws and regulations except for the payment of $8,670 in 
unallowable and unsupported expenditures described above.' 

In its response to the draft audit report, USAID/Mali stated that it would follow-up 
on the unallowable telephone charges and the unsupported miscellaneous costs to
insure that amounts are recovered or properly supported. As for the reportable
conditions related to the internal control structure, USAID/Mali stated that it would
verify that suggested improvements are implemented. However, USAID/Mali did not 
agree that the questioned costs related to unallowable expenditures for gasoline tax
and overtime salary should be sustained. USAID/Mali stated that it was very difficult 
to obtain tax exempt status for the purchase of gasoline and, although this exemption
was implemented in February 1990, USAID/Mali stated that it does not believe a 
recovery of the payments for gasoline tax prior to February 1990 is reasonable. As 
for the questioned cost related to the overtime salary paid to a GRM official,
USAID/Mali stated that the GRM official was engaged while on vacation taken from
his GRM job and that the work performed was urgently needed and permitted under
the terms of the grant agreement, Malian law and U.S. Agency policies. 

We do not agree with the positions taken by USAID/Mali on the gasoline tax and
overtime salary costs. The program grant agreement which stated that all payments
made by the PCU should be exempt from taxation was clearly applicable to the period
before the exemption was implemented. As to the overtime salary, the program grant
agreement states that the GRM will designate a project supervisor, two full-time
professionals, and one to PCU; there issecretary no provision for the payment of
salaries outside of these positions to any other GRM officials. 

The following recommendations are included in the Office of the Inspector General's 
recommendation follow-up system. 

'Although it was outside the audit scope, Price Waterhouse also fbund that two vehicles financed by
A.I.D. in addition to the $302,581 of expenditures audited were disposed of without prior notification andapproval of USAID/Mali. USAID/Mali 3tated that it has already issued a missiod order addressing this
issue and that the PCU has been in compliance since that time. 



Recommendation No. 1: We recommend that USAID/Mali resolve the 
questioned costs of $8,670 ($488 unsupported). 

Recommendation No. 1 is considered unresolved until we are advised of 
USAID/Mali's determination regarding the unallowable and unsupported questioned
costs. This recommendation will be resolved when we receive USAID/Mali's written 
determination as to the amounts sustained or not sustained. It will be closed when 
USAID/Mali issues a bill of collection to PCU for any amounts determined to be 
owed to A.I.D. 

Recommendation No. 2: We recommend that USAID/Mali work with the 
management of the Program Coordinating Unit to establish written 
policies to improve internal controls over (a) the documentation and 
supervisory review of accounting procedures and disbursements, (b) petty
cash procedures, and (c) fuel consumption. 

Recommendation No. 2 is considered resolved as USAID/Mali has stated that it will 
take follow-up actions to ensure that problems are corrected. It will be closed upon 
issuance of the required written policies. 

Please advise RIG/A/Dakar within 30 days of receipt of this report of any actions 
planned or taken to close the rqcommendations. Thank you for the courtesy and 
cooperation extended to the staff of Price Waterhouse and to our office during the 
course of this audit. 
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Price Waterhouse PART I 

EXECUTIVE SUMMARY 

BACKGROUND
 

The Government of the Republic of Mali (GRM) undertook an Economic 
Policy Reform Program (EPRP) with the support of the United States of 
America acting through the Agency for !nternational Development
(A.I.D.). 

Two Program Support Agreements were signed on September 17, 1985: 

a Principal Grant Agreement providing approximately $16.7 
million to promote economic development in Mali through tax 
reform and budget restructuring programs. 

a Complementary Grant Agreement providing $1.3 million. The 
purpose of the complementary program is to support the 
implementation of EPRP-assisted policy reforms in the area of 
taxation and budget management through: the installation of 
computer systems in various ministries and government agencies;
training of personnel in the use and maintenance of these 
systems; on-the-spot technical assistance in the management of
these systems in the start-up years; and the continuous monitoring
and evaluation of progress in policy reform-related activity. 

These original Grant Agreements had been amended three times as of 
September 30, 1990. Amendment Number 1 dated August 15, 1988,
extended the total A.I.D contribution for the program from the original
amount of $18 million to $24.5 million. The program completion date 
was also modified bit'his first amendment from December 31, 1988, to 
December 31, 1990. Amendment Number 2 dated August 30, 1989, set 
the total A.I.D contribution for the Program at $25.5 million. 

With Amendment Number 3, dated August 28, 1990, the total A.I.D 
contribution was set at $25.7 million and the program completion date 
was extended again to December 31, 1991. 

FINANCIAL AUDIT OF A.I.1).'S (;RANT TO ICU 
UNI)'R TilE MALI ECONOMIC POL'Y RI.FORM IRO(;RAM 
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Headquartered in the Ministry of Finance, the Program Coordinating Unit 
(PCU) was established to: 

supervise the procurement of goods and services provided by
A.I.D. under the Complementary Program Agreement; 

monitor GRM progress in fulfilling the conditions precedent of the 
EPRP in a timely manner; 

coordinate inter-ministerial and joint GRM-USAID/Mali reviews 
and evaluation of the policy reform program. 

Funding is provided by A.I.D. to cover the operating costs of the PCU as
stated in the Complementary Program Agreement. As of September 30,
1990, A.I.D.'s grant to PCU under the EPRP was authorized at $382,000
of which $302,581 had been expended. 

An organization chart of the PCU is included in Exhibit I 
(See page 22). 

1.2 AUDIT OBJECTIVES AND SCOPE 

We performed a financial audit of the operating costs of the Program
Coordinating Unit (PCU) for the Mali Economic Policy Reform Program
(EPRP) (Program No. 688-0240). 

The objectives of this financial and compliance audit were to: 

determine the reasonableness, propriety and allowability of the 
PCU operating costs from inception to September 30, 1990, 

evaluate the project's internal controls and operating procedures, 

determine whether the project complied with applicable GRM and 
A.I.D. laws, regulations and agreements. 

The September 17, 1985, Grant Agreements, the Manual of procedures
approved by the Project Implementation Letter (PIL) No. 6 of September
5, 1989, and the various implementation letters issued by USAID/Mali
were used as criteria in the determination of allowable operating costs. 

As defined in the statement of work and additional instructions from
RIG/A/D to USAID/Maii, the scope of our work consisted of a review of 
expenditures in the budget category of operating costs. 

FINANCIAL AUI)IT OF A.J.I).'S GRANT TO PCU 
UNI)"R THE .IALI ECONO,MIC POLICY i'F:OlR,\I PROGRAM 
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1.3 RESULTS OF OUR AUDIT 

1.3.1 STATEMENT OF OPERATING COSTS 

We performed a financial audit of A.I.D.'s operating cost grant to PCUunder the EPRP Grant Agreements, for the period of September 17,1985, to September 30, 1990. 

We identified certain transactions described in Note 2 to the Statement ofOperating Costs, that, in our opinion, are questionable costs. Theamounts involved do not represent a material discrepancy, relative to theoverall Gchedule of expenditures. 

Our opinion is that PCU's Statement of Operating Costs presents fairly inall material respects the operating costs incurred by PCU fromSeptember 17, 1985, to September 30, 1990. 
1.3.2 INTERNAL ACCOUNTING CONTROLS 

We made a study and evaluatiorn of the system of internal control to theextent we considered necessary to evaluate the system as required bygenerally accepted auditing standards and generally accepted
government auditing standards. 

Our study and evaluation was to determine the nature, timing and extentof auditing procedures necessary for expressing an opinion on PCU'sStatement of Operating Costs. Our study and evaluation disclosed nocondition that we believe to be a material weakness. 

1.3.3 COMPLIANCE 

We performed a review of PCU's compliance with applicable PRM and 
A.I.D. laws, regulations,and agreements. 
Our testing of selected transactions and records disclosed instances ofnon-compliance with those laws and regulations. These instances arefully described in Part IV of this report. Of particular importance amongthem was that gasoline purchases included taxes, which was in noncompliance with the tax exemption provision of the principal programGrant Agreement, resulting in a questioned cost of $7,176. 

These instances of non-compliance, however, do not materially affect the
Statement of Operating Costs. 

FINANCIAL AUDIT OF A.I.).'S GRA.T TO ITCUUNDER TilE NALI ECONO.MilC POLICY REIFORM PROGRA.I 
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1,4 MANAGEMENT COMMENTS 

In response to the draft report of this audit, USAID/Mali indicated thatcertain corrective actions have been taken and additional procedures willbe implemented to address the internal accounting control andcompliance issues. The mission also noted that, during the period thatwas audited, PCU had operated under administrative and financialprocedures that had been mutually agreed upon by PCU and
USAID/Mail, and that PCU had underwent regular examination by AID
staff and received certification under Section 121(D) every six months.
 
The auditee did not agree with the questioned cost related to the salarypaid to a GRM official, stating that "the work done was permitted andpayable under Malian law and U.S. agency policies." We did not changethe finding because in our interpretation of the Grant Agreement,payment of salaries to GRM officials is not permitted. 
Inthe draft report, we referred to salary-related tax returns not filed on a
timely basis. The mission responded that the late filings occurred in
1986-1988 because delayed reimbursements from the mission resulted
in a shortage of funds. We agree that the tax filings since then have beentimely; therefore, we deleted the finding from this report. I 

The mission also stated that beginning in February 1990, PCU enteredinto agreements with the GRM Ministry of Finance and certain vendors toensure tax exemptions on bulk purchases of gasoline. Because themission is satisfied with the steps taken and because recovery ofamounts from the numerous independent dealers would be difficult, themission does not believe recovery of the questioned cost is reasonable. 
A complete copy of the response from USAID/Mali is included in theAppendix. 

FINANCIAL AUI)IT OF A.I.I).'S (RANT TO PCUUNI)ER TIlE MALI ICONO.\|IC POLICY REFO1.1 I'IPOGRAM 
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Price Waterhouse 

PART II 

INDEPENDENT AUDITOR'S REPORT ON THE 
STATEMENT OF OPERATING COSTS 

We have audited PCU's statement of operating costs incurred under its grant

from A.I.D.'s Economic Policy Reform Program in Mali for the period September

17, 1985, (Program inception) to September 30, 1990. This statement of

operating costs is the responsibility of PCU's management. Our responsibility is
 
to express an opinion on this statement of operating costs based on our audit.
 

We conducted our audit in accordance with generally accepted auditing
standards and the standards for financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States. 
These standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures inthe financial statements. An audit
also includes assessing the accounting principles used and signifiqant
estimates made by the management, as well as evaluating the overall 
presentation of the statement of operating expenses. We believe our audit 
provides a reasonable basis for our opinion. 

Inour opinion, the statement of operating costs referred to above is fairly
presented in all material respects in conformity with generally accepted
accounting principles. 

June 14, 1991 

Societd 6 Responsabilile Limitue 
au Capital do 2 000 000 FCFAFINANCIAL AUDIT OF A.I.D.'S GRANT TOCJ03 /B

UNDER TilE MALI ECONOMIC POLICY REFORM PROGRAM 
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PCU STATEMENT OF OPERATING COSTS UNDER A.I.D.'S

ECONOMIC POLICY REFORM PROGRAM IN MALI FOR THE PERIOD


SEPTEMBER 17, 1985, TO SEPTEMBER 30, 1990
 

Account Account 
Number Description Amount 

1132-6051 Computer Supplies $ 345.91 

1132-6100 Wages and Salaries 61,746.10 

1132-6130 Allowance and Perdiem to 
GRM Official Assigned to PCU 41,766.41 

11B2-6180 Social Security 17,834.41 

11B2-6311 Vehicle Repairs and Maintenance 18,203.61 

1132-6312 Office Equipment and Maintenance 15,998.41 

1132-6340 Gasoline 30,721.62 

ID -63732 Overhead 32,133.30 

1132-6380 Insurance 4,777.37 

1132-6610 Travel Expenses (PCU) 9,159.61 

1132-6620 Office Supplies 27,362.74 

IIB2-6630 Publications and Subscriptions 5,582.86 

1132-6640 Postal Charges 5,052.91 

1132-6680 Publicity on Early Retirement Program 362.64 

103-6631 Training 19,981.70 

Financial Charges 879.88 

1132-6311 Office Maintenance 10,671.53 

TOTAL $ 302,581.01 

The accompanying notes are an integral part of this financial statement. 

FINANCIAL AUDIT 'OF A.I.D.'S GRANT TO PCU
 
UNDER TlE MALI ECONOMIC POLICY REFORM PROGRAM
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NOTES TO THE STATEMENT OF OPERATING COSTS 

NOTE 1. ACCOUNTING POLICIES 

1.1 ENVIRONMENT 

PCU accounting policies are governed by a manual of financial andadministrative procedures approved by USAID/Mali through the Project
Implementation Letter No. 6 of September 5, 1986. 

The overall responsibility for the accounting and financial monitoring
resides with PCU's accountant under the supervision of the program
coordinator. 

The responsibility for signing checks resides with the Minister of Finance 
or his designated representative. 

PCU submits monthly vouchers to USAID/Mali. USAID approval of thesevouchers is required for further cash disbursements by USAID. 

1.2 EXCHANGE RATES 

PCU disburses funds to its suppliers in the local currency F CFA, reports
the amounts to USAID in F CFA, and receives cash advance' from 
USAID in F CFA. 

For each cash advance voucher, USAID/Mali determines the US Dollar
equivalent of the reported F CFA amounts and indicates the exchange 
rate used. 

PCU records in F CFA are converted into dollars using the USAID/Mali
indicated exchange rates. 

For estimating the financial impact of findings and questioned costs in
this report, we used an average exchange rate computed as follows: 

- Total expenditures in F CFA 
amount according to PCU: F CFA 91,935,913 

- Total expenditures in dollar 
amount according to PCU: $ 302,581 

- Average exchange rate for the
period audited (91,953,913 : 302,581): 303.89 

- Exchange rate: $1 = F CFA 304 

FINANCIAL AUDIT OF A.I.D.'S GRANT TO PCU
UNDER THE MALI ECONOMIC POLICY REFORM PROGRAM 
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NOTE 2. QUESTIONED COSTS 

Following is the summary of costs which, in our opinion, are questioned costs.The questioned costs are described further inthe internal control and
compliance findings. 

F CFA $ 

Tax payments on
gasoline purchases 2,181,456 7,176 

Gasoline purchases
included tax payments 
even though all PCU purchases
should have been tax 
exempted (See 4.1) 

2. Phone bill including
international calls not 
necessarily related to
PCU activity (See 3.2d) 173,460 571 

3. Transactions for which PCU 
did not provide supporting
documentation such as 
invoices or receipts
(See 3.2c) 148,300 488 

4. Overtime salary paid to a
GRM official (See 4.2) 132,245 435 

Total questioned costs 2,635,461 $ 8,670 

FINANCIAL AUDIT OF A..I).'S (;RANT TO IPCU 
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Price Waterhouse 
PART III 

INDEPENDENT AUDITOR'S REPORT ON 
INTERNAL ACCOUNTING 

I CONTROL 

We have performed a financial audit of the EPRP/PCU operating costs for theperiod from September 17, 1985, to September 30, 1990. 
We conducted our audit in accordance with generally accepted auditingstandards and the standards for financial audits contained in GovernmentAuditing Standards issued by the Comptroller General of the United States.Those Standards require that we plan and perform the audit to obtainreasonable assurance about whether the statement of operating costs is free ofmaterial misstatement. 

In planning and performing our audit of PCU's operating costs, we consideredits internal control structure in order to determine our auditing procedures for thepurpose of expressing our opinion on the statement of operating costs and notto provide assurance on the internal control structure. 
The management of PCU is responsible for establishing and maintaining aninternal control structure. In fulfilling this responsibility, estimates andjudgments by management are required to assess the expected benefits andrelated costs of internal control structure policies and procedures. Theobjectives of an internal control structure are to provide management withreasonable, but not absolute, assurance that the assets are safeguardedagainst loss from unauthorized use or disposition, and that transactions areexecuted in accordance with management's authorization and recordedproperly to permit the preparation of statements of operating costs in
accordance with generally accepted accounting principles. Because of
inherent limitations in any internal control structure, errors or irregularities may
nevertheless occur and not be detected. Also, projection of any evaluation ofthe structure to future periods is subject to the risk that procedures may becomeinadequate because of changes in conditions or that the effectiveness of thedesign and operation of policies and procedures may deteriorate. 

For the purpose of this report, we have classified the significant internal control 
structure policies and procedures in the following categories: 

- Accounting procedures 

- Expenditures 

- Petty cash and bank accounts 

- Fuel consumption management 

Soci616 6 Responsabiht6 Limilie 
FINANCIAL ou Capilol de 2000 000 F CFAAUDIT OF A.I.D.'S GRANT TO: PtJ/8UNDER THE MALI ECONOMIC POLICY REFORM PROGRAM 
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For all the control categories listed above, we obtained an understanding of thedesign of relevant policies and procedures and whether they have been placedin operation, and we assessed the 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 Certified Public Accountants.
Reportable conditions involve matters coming to our attention relating tosignificant deficiencies in the design or operation of the internal control structurethat, in our judgement, could adversely affect the organization's ability to record,process, summarize, and report financial data consistent with the assertions ofmanagement in the statement of operating costs. 

These reportable conditions include the need to improve documentation andsupervisory reviews of accounting records and expenditures and the need toincrease controls over cash and fuel consumption. 

A material weakness is a condition in which the design or operation of thespecific internal control structure elements does not reduce to a relatively lowlevel, the risk that errors or irregularities in amounts that would be material inrelation 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 function.
 
Our consideration of the internal control structure would not necessarilydisclose all matters in the internal control structure that might be reportableconditions, and accordingly, would not necessarily disclose all reportableconditions that are also considered to be material weaknesses as definedabove. However, we believe none of the reportable conditions described
above is a material weakness.
 

Although, our study and evaluation disclosed no condition that we believe to be
a material weakness, we have noted some deficiencies in the internal control
structure which need to be addressed by the management. Our findings and
recommendations are presented on the following pages. 
This report is intended for the information of the audit committee, management,
and others within the organization and A.I.D. 
 The restriction is not intended tolimit the distribution of this report which is a matter of public record. 

June 14, 1991 

FINANCIAL AUDIT OF A.I.D.'S GRANT TO PCUUNDER THE MALI ECONOMIC POLICY REFORM PROGRAM 
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INTERNAL ACCOUNTING CONTROL FINDINGS ANDRECOMENDATIONS 

Accounting Procedures: Documentation and Supervisor Rview ofAccounti-ng Procedures atPCU Need Improvement 
PCU's documentation and supervisory review of accounting proceduresneed to be improved as evidenced by the following conditions: 
a) 	 Journal postings were not clearly and properly labeled to allowprompt and easy identification of the nature of the underlying

transactions. 

b) 	 The summary of individual journal postings to the subsidiaryledgers was not documented. 

c) 	 Supervisory review of the accountant's work was not evidenced. 
The specific standards for internal control systems prescribed by the U.S.Comptroller General require internal accounting control systems to beclearly 	documented and this documentation to be readily available forexamination. Furthermore, the objectives of an internal control systemare to be ensured through qualified and continuous supervision. 
The following discussion sets forth the details of the conditions described
above. 

a) 	 Journal postings were not clearly labeled. 
Daily transactions recorded in the journal were not clearly labeledto allow prompt and easy identification of their nature. Manytransactions were simply labeled "Payment to suppliers" withoutany indication ofthe goods purchased or services received. 

b) Summary of individual journal posting to the subsidiary ledgerswas not documented. 

Each 	month, individual transactions under the same accountnumber were added up and their total postedSummary". 	 to the "BankThe detail of the transactions that were included in this"Summary process" were not documented. 
c) Supervisory review of the accountant's work was not evidenced. 

The coordinator did not regularly review the accountant's work
and document the review.' 

FINANCIAL AUDIT OF A.I.I).'S GRANT TO PCUUNDER TilE MALI ECONOMIC POLICY REFORM PROGRAM 
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These 	internal control weaknesses may lead to the following effects: 

a) 	 Without specific descriptions, transactions that are not related to 
PCU activities as defined in the grant agreement cannot be 
identified during a review of the journal. The journal provides a 
space for clear description of the nature of the transactions to be 
recorded. 

b) 	 Although our review revealed no arithmetic errors in the individual 
transactions summary process, lack of documentation of these 
computations may lead to PCU reporting erroneous amounts to 
USAID/Mali. 

c) 	 Although our review revealed no such instance, lack of 
supervisory review of the accountant's work may lead to 
undetected clerical errors of irregularities. 

We recommend the following: 

a) 	 The nature of each transaction should be clearly described in the 
journal space provided for the purpose. 

b) 	 The computation of the amounts posted in the Bank Summary
from the individual daily transactions recorded in the journal 
should be adequately documented. 

c) 	 The accountant's records and worksheet should be regularly
reviewed by the coordinator and this review should be clearly
documented '(signature and date). 

3.2 	 Expenditures: Internal Accounting Controls over Expenditures 
Need to be Strengthened 

The PCU's internal accounting controls over the payment of goods and 
services need improvement as evidenced by the following conditions: 

a) Invoices were not stamped when paid. Our review revealed that 
PCU's accountant did not cancel invoices upon payment. 

b) 	 Invoices were not reviewed for arithmetic accuracy. 

FINANCIAL AUDIT OF A.I.D.'S GRANT TO PCU
 
UNDER THE MALI ECONOMIC POLICY REFORM PROGRAM
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c) 	 Supporting documents were inadequate. In our review of 123
transactions representing 35% of total expenditures during the
audit period, we noted that six transactions, totaling F CFA 
148,300 ($ 488) did not have adequate supporting documents
(invoice or receipts). Thbse transactions are listed below. (See
"Questioned Costs" Item 3 in Note 2 to the Statement of Operating
Costs.) 

DOLLAR 

DATE DESCRIPTION 
CFA 

AMOUNTS 
AMOUNTS 

(CFA 304 = $1) 

06 25 88 Servicing Vehicle 17,500 58 

03 12 87 Postage 75,000 247 

08 06 87 Train ticket 15,000 49 

08 06 87 Train ticket 15,000 49 

08 06 87 Train ticket 15,000 49 

08 06 87 Gasoline purchase 10,800 36 
TOTAL 148,300 488 

d) 	 Questionable telephone cost 

Our review revealed a telephone bill of F CFA 373,185 which
included international calls, totaling F CFA 173,460 ($571), that 
were not related to PCP activities. 

In our opinion this amount represents a questionable cost. (See
"Questioned Costs" Item 2 in Note 2 to the Statement of Operating
Costs.) 

The Federal Manager's Financial Integrity Act of 1982 states that internal
control systems are to provide reasonable assurance that expenditures
are recorded and accounted for properly so that accountability of assets 
may be maintained. 

FINANCIAL AUDIT OF A.I.D.'S GRANT TO PCU
UNDER THE MALI ECONOMIC POLICY REFORM PROGRAM 
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Because PCU had not established specific policies and procedures for 
the payment of goods and services, the invoices were not reviewed for 
accuracy and reasonableness and were not canceled upon payment. 

Adequate supporting documents were not retained in the beginning
period of the project due to the PCU's unfamiliarity with the requirements.
However, a prior A.I.D. review identified the deficiency and corrective 
actions were taken. 

While we did not note any such instances, failure to review, verify, and 
cancel invoices may result in payments of incorrect amounts or duplicate 
payments. 

Also, the lack of specific guidelines and procedures for reviewing

invoices resulted in the payment of services (international telephone
 
calls) that were not related to PCU activities.
 

We recommend that the PCU establish specific procedures for reviewing 
and paying invoices, including the following: 

a) 	 Invoices should be canceled upon payment. 

b) 	 Invoices should be reviewed for mathematical accuracy. 

c) 	 Invoices should be reviewed for reasonableness and propriety of 
the expenditure, according to A.I.D. regulations and terms of the 
grant agreement. 

d) 	 All supporting documentation should be retained and filed 
properly. 

We also recommend that USAID/Mali recover from PCU the amount of 
F CFA 173,460 ($571) due to questioned telephone costs and the 
amount of F CFA ($488) due to inadequately supported costs. 

FINANCIAL AUDIT OF A.I.D.'S GRAINT TO PCU
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3.3 	 Cash: The Procedures for the Recording and Ensuring Accountability of 

Cash Need Strengthening 

PCU needs to improve their procedures for recording cash transactions 
and events and for monitoring petty cash funds, as evidenced by the 
following conditions: 

a) 	 Petty cash book maintenance 

The petty cash book was not properly maintained. The amounts 
requested monthly for petty cash replenishment were posted as 
receipts before their physical receipt. 

b) 	 Physical inspection of cash 

Surprise cash counts of the petty cash were not performed. 

c) 	 Late closing of an inactive bank account 

Our review revealed that a PCU bank account opened at the 
"Banque de D6veloppement du Mali" (BDM) was inactive since 
February 1988. (The last bank statement available shows a 
balance of F CFA 67,326,($221) as of February 1988.) 

The account was closed by a letter dated April 24,1989, from the 
Minister of Finance. PCU provided us with no document showing
the closing balance of the account and its settlement. According to
PCU, bank charges used up the last credit balance of F CFA 
67,326 and neither PCU nor the bank claimed any remaining
balance. 

The answer we received from BDM following our request for 
confirmation contained no mention of that bank account. 

The U.S. Comptroller General prescribes the specific standards for 
internal control, including the following: 

Transactions and other significant events are to be promptly
recorded and properly classified. 

Accountability for the custody and use of resources is to be 
assigned and maintained. Periodic comparison shall be made of 
the resources with the recorded accountability to determine 
whether the two agree. The frequency of the comparison shall be 
a function of the vulnerability of the asset. 

FINANCIAL AUDIT OF A.I.D.'S GRANT TO PCU
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16
 

Because of the lack of specific guidelines and procedures for recordingand monitoring petty cash and bank accounts, the PCU did not record orcommunicate transactions and events promptly after occurrence and didnot perform surprise cash counts. 
The inaccurate or untimely recording and communicating of transactions.and events affecting cash may result in differences between cashphysically at hand and the cash balance recorded inthe book. Also,without surprise cash counts, the unauthorized use of petty cash funds 
may not be detected. 

We recommend that the PCU establish procedures to ensure that cashtransactions and events are accurately and promptly recorded,monitored, and reconciled. Specifically, we recommend the following: 
a) Posting to the petty cash book should always correspond to thephysical cash movements. 

b) Surprise cash counts should .be performed by a PCU staff member
other than the petty cashier. 

c) 	 The PCU should promptly communicate its decision to close
inactive bank accounts. 

3.4 	 Fuel Consumption Management: The Management of Fuel
Consumption Needs Improvement 

The review, approval, and monitoring procedures for fuel consumptionneed strengthening. Our review revealed that requests for fuel ticketswere not written. The procedure only required that the person receivingthe tickets sign the "Fuel Request Sheet". Inaddition, we noted that theweekly reports on vehicle use from drivers were not properly reviewed.Between April 6, 1987, and March 13, 1989, the weekly reports were notsigned by a PCU authority. 

The specific standards for internal control prescribed by the U.S.Comptroller General require that transactions are to be properlyauthorized and that key duties and responsibilities for authorizing,processing, recording,and reviewing transactions should be separated
among individuals. 

Because the PCU did not require written vehicle requests for fuel ticketsand signed approval of the vehicle use weekly reports, properauthorizations were not obtained and adequate monitoring of vehicle use was not performed. 

FINANCIAL AUDIT OF A.I.D.'S GRANT TO PCUUNDER THE MALI ECONOMIC POLICY REFORM PROGRAM 
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The lack of proper authorizations and reviews of fuel ticket requests and
vehicle usage reports may result in unauthorized use of the fuel tickets or 
project vehicles. 

We recommend that fuel tickets requests be made by writing and 
approved by the project coordinator and that weekly reports issued by
the drivers be regularly reviewed and signed by PCU authorities. 

FINANCIAL AUDIT OF A.I.D.'S GRANT TO PCU
 
UNDER THE MALI ECONOMIC POLICY REFORM PROGRAM
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INDEPENDENT AUDITOR'S REPORT
 
ON COMPLIANCE WITH A.I.D.AND GRM LAWS AND
 

REGULATIONS.
 

We have performed a financial audit of PCU's operating costs for the period of 
September 17, 1985, to September 30, 1990. Our examination was made in
 
accordance with generally accepted auditing standards and the standards for
 
financial audits contained in 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 statement of operating costs is free of
 
material misstatements.
 

Compliance with laws, regulations, grant agreements, and binding policies and
 
procedures applicable to PCU is the responsibility of PCU's management. As
 
part of our audit, we performed tests of PCU's compliance with certain
 
provisions of the September 17, 1985, Grant Agreements, the Manual of
 
procedures approved by the Project Implementation Letter (PIL) No. 6 of
 
September 5, 1989, and the various implementation letters issued by USAID.
 
However, it should be noted that we performed those tests of compliance as
 
part of obtaining reasonable assurance about whether the statement of
 
operating costs is free of material misstatement; our objective was not to provide
 
an opinion on compliance with such provisions.
 

Our testing of transactions and records selected disclosed instances of non
compliance with those laws and regulations. All instances of non-compliance

with applicable GRM and USAID laws and regulations that we found are
 
identified in the findings and the schedule of questioned costs (Note 2 to the
 
statement of operating costs).
 

The results of our tests indicate, with respect to the items tested, that PCU 
complied in all material respects with applicable GRM and USAID provisions.
With respect to items not tested, nothing came to our attention that caused us to 
believe that the PCU had not complied, in all material respects, with those 
provisions. 

This report is intended for the information of the audit committee, management,
and others within PCU and A.I.D. This restriction is not intended to limit the 
distribution of this report which is a matter of public record. 

June 14, 1991 

SocodI6 a Responsubilil Lmitut 
ou Copilal de 2 000 000 1C A 
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COMPLIANCE FINDINGS AND RECOMMENDATIONS 

4.1 GASOLINE PURCHASES INCLUDED TAX PAYMENTS 

The invoices for gasoline purchases that we reviewed did not specifically
exclude tax amounts. Gasoline prices include taxes unless specificallydeducted. Different taxes are applied to each type of fuel and are based on a tax structure established by the government. Therefore, the exactamount of taxes must be determined according to the established taxstructure and the fuel purchased. The following schedule presents anestimation of the tax payments on gasoline purchases, totaling F CFA2,181,756 ($7176). (See "Questioned Costs" Item 1 in Note 2 to the
Statement of Operating Costs.) 

PERIOD FULL TAX REFUNDABLE 
AMOUNT 

CFA 
FREE 

AMOUNT 
AMOUNT 

CFA 
CFA 

1986 546,000 402,893 143,104 

1987 1 851,000 1,365,853 485,147 

1988 2,421,000 1,786,456 634,544 

1989 2,768,000 2,042,507 725,493 

10/89 180,000 132,822 47,178 

11/89 197,000 145,366 51,634 

12/89 180,000 132,822 47,178 

01/90 180,000 132,822 47,178 

TOTAL 8,323,000 6,141,541 2,181,456 = $ 7,176 

The grant agreement states that all payments made by PCU should be
exempt from taxation, duties or fees imposed under laws in effect in the
Republic of Mali. 

FINANCIAL AUDIT OF A.I.D.'S GRANT TO PCU
UNDER THE MALI ECONOMIC POLICY REFORM PROGRAM 
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We recommend that USAID/Mali recover the amount of the gasoline
related tax payments from PCU. We also recommend that PCU provide
all suppliers with tax exemption documentation and ensure that all 
supplies are tax-exempt. 

4.2 	 SALARY PAID TO A GRM OFFICIAL 

Our review of the salary payments revealed an overtime salary of F CFA 
132,245 ($435) paid to a GRM official. The beneficiary was on vacation 
leave from GRM and devoted part of his time to the PCU activities. (See
"Questioned Costs" Item 4 in Note 2 to the Statement of Operating Costs.) 

The Grant Agreement states that "the GRM will undertake as part of the 
Program Agreement, to designate a project supervisor and to assign two 
full-time professionals and one secretary to the PCU. The allowances 
and perdiems for the supervisor and the two staff members will be 
covered by the Program". The Grant Agreement does not allow for the 
payment of salaries to GRM officials. 

We recommend that USAID/Mali recover the amount of F CFA 132,245 
($435) due to the questioned salary. We also recommend that no salary
be paid to a GRM official. 

4.3 	 OFFICE EQUIPMENT NOT MARKED AS A.I.D.-FUNDED GOODS 

Our physical inspection of office equipment revealed that they were not 
marked as goods financed by A.I.D. 

The Grant Agreement states that "the grantee... will mark goods financed 
by A.I.D. as described..n.Program Implementation Letters". 

We recommend that PCU mark goods financed by A.I.D. under this 
program. 

4.4 	 VEHICLES DISPOSED OF WITHOUT PROPER APPROVAL AND 
NOTIFICATION 

Although this was beyond our audit scope, our physical identification of 
PCU vehicles revealed that two A.l.D.-financed vehicles were disposed
of without prior notification and approval of USAID/Mali. In 1987, A.I.D. 
had written off the two vehicles and had given them as a gift to PCU. In 
1990, 	PCU, through the Ministry of Finance, disposed of the vehicles. 
The Ministry of Transportation received the proceeds. 

FINANCIAL AUDIT OF A.I.I).'S GRANT TO PCU
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The Complementary Program Agreement states in Annex C, Section G,10
that disposal of A.l.D.-funded property requires prior notification and 
approval of USAID/Mali. 

We recommend that PCU inform and obtain approval from USAID for any
disposal of A.I.D.-funded commodities. 

FINANCIAL AUDIT OF A.I.D.'S GRANT TO PCU
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VZCZCDK0253 
RR RUEHDK 
DE RUTABM #0015/01 0021305 
ZNR UUTUU ZZR 
R 021304Z JAN 92 
IM AMEMBASSY BAMAKO 

LOC: 200 
02 JAN 92 
CN: 21528 
C.lFG: RIG 
DIST: RIG 

795 
1327 

TO AMEMBASSY DAKAR 9852 
ET 
UNCLAS SECTION 01 OF 02 BAMAKO 00015 

ALM AID 

FOR: RIG/A/DAKAR 

1.0. 12356:N/A
SUBJECT: USAID/MALI RESPONSE TO FINANCIAL AUDIT OF AID'
 
GRANT TO PCU UNDER THE MALI ECONOMIC POLICY REFORM
 
PROGRAM BY CAPINET MAYORO WADV
 

PART I. EXECUTIVE SUMMARY
 

ITEMo4.3. FINDING TEAT PCU DID NOT FILE SALARY-RELATED
 
TAX RETURNS IN TIMELY MANNER. 

THESE LATE FILINGS OCCURRED IN 1986-1988. DOCUMENTATION
TROM THAT PERIOD SHOWS THAT REQUESTS FOR ADVANCES OF AID
 
FUNDS SUBMITTED BY THE PCU FOR THE MONTHS OF AUG'JST,
SEPTEMBER AND OCTOBER WERE ON TWO OCCASIONS APPROVED PY
THE MISSION IN DECEMBER AND ON ONE OCCASION IN NOVEM1BER.USAID IS SATISFIED T.AT THE LATE FILINGS OCCURRED BECAUSE 
OF THE RESULTING SHORTAGES OF FUNDS, AND THAT FILINGS 
SINCE THAT TIME HAVE PEEN TIMELY. 

PART III. AUDITOR'S REPORT ON INTERNAL ACCOUNTING 
CONTROL. 

ITEM 3.1. A, B AND C NEED TO IMPROVE DOCUMENTATION ANDSUPERVISORY REVIEW OF ACCOUNTING PROCEDURES. 
DURING THE PERIOD UNDER AUDIT PCU ACCOUNTING OPERATIONS 
UNDERWENT REGULAR EXAMINATIONS BY AID STAFF AND RECEIVEr. 
CERTIFICATION UNDER SECTION 121 (D) EACH SIX MONTHS.

ALSO DURING THAT PERIOD THE PCU OPERATED UNDER A QUOTE

CARlER DR PROCDURES ADMINISTRATIVES ET FINANCIERES
 
UNQUOTE WHICH HAD BEEN AGREED UPON BETWEEN THE PCU AND

THE AID MISSION. REGARDING SUGGESTIONS FOR IMPROVEMENT
 
MADE BY THE AUDITORS, AID-MISSION WILL VERIFY THAT THESP
 
ARE IMPLEMENTED. 

ITEM 3.2 A-t NEED TO STRENGTHE:O INTERNAL ACCOUNTING 
CONTROLS OVER EXPENDITURES AND RECOMMENDATION TO RECOVET'
FCFA 173,460, DOLS. 571, FROM QUESTIONED T2ELEPHONE COSTS
AND FCFA 148,300, DOLS. 438, FROM OTFER QUESTIONED COSTS 

THE QUESTIONEr TELEPHONE COSTS RESULTED APPARENTLY FROM
CONFUSION OVER THE PROPER CHARGING OF CALLS MADE DUPING 
THE PERIOD BY SUPERVISOR OF TRE PCU WHO WAS ALSO
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QUIStION-ED CH.ARGES MAY' SUBSTQUYNTLY HAVE BEEN RFCOV :PSE
BY TRANSFER OF OTHE. SUBSEQUENT TELEPHONE CHARGPS TO T.Y 
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MINISTRY Of FINANCt. 

OTHER COSTS QUESTIONEr IN TFE PEPORT DO NOT APPEAR
 
IMPROPER BUT INADEQUATELY DOCUMENTYD ACCORDING TO THE

rANDARLS OF THE AUDITOR. DOCUMENTATION OF THESE COSTS 
IS ACCORDING TO THE CAJIER DE PROCEDUREJS ALMINISTRATIV. 
ET .INANCIERES. 

,'MIS.61ON WILL CONYIRM -THAT THESE AMOUNTS HAVE ALREADY DlEN
RECOVERED AND THAT THE OTHER PAYMENTS WERE IN ACCORDANCE 
WITH AGREED PROCEDURES AT THE TIME OV'TFF ORIGINAL
 
I;ISBURSEMYNTS . 

ITEM 3.3 A, B AND C NEED TO STRYNGTHEN PROCEDURTES EOR 
RECORDING AND ACCOUNTABIT,ITY O CASH, ANE T0 PROMPTLY 
CLOSE INACTIVE BANK ACCOUNTS.
 

FAILURE TO CLOSE PROMPTLY INACTIVE BANK ACCOUNTS OCCURRFD 
BECAUSE THE BANQUE DU DEVELOPPEMENT DU MALI, (Br%), WAS 
UNDERGOING A REHABILYTATION AT THE TIME, ANL CERTAIN OF 
.1T7AACCOUNTS WERE TROZEN FOR CERTAIN PERIODS. PROCEDURES 
EAVBE" EN INSTALLED TO IMPROVE THE ACCOUNTABILITY OFPRTTt.-CASH OPERATIONS SINCE THE PERIOD UNDER AUDIT. 
MISSION WILL CON"ARM TFE CUR7O3 LOGY WITH BTM FROZEN
ACCOUNT PROBLEty-,AU, G ,, 0R N .QUF,.O AND Tnh 
INSTALLATION OF REISED PETTY CASH.' PROCEDURES. 

ITIM 3.4. NEED TO IMPROVE MANAGEMENT' Of FUEL CONSUMPTION. 

STEPS HAVE!"EFEN TAKEN TO IMPLEMENT THE RFCOMMENDED 
IMPROVEMENTS SINCE THE PERIOPS UNDER AUDIT, AND MISSIQN

.W. IVF.RIFY THE IMPLEMENTATION O7 THE'IMPROVEMENTS.
 

;.?IV. ,%AUMITOR'S REPORT ON COMPLIANCE WITH AID ANT .RM
rL.AVS .AND RtEGULATIONS. 

ITEM 5.1YINDING THAT GASOLINE PURCHASES BY PCU 
IMPROPERLY INCLUDED PAYMENT OF TAXES FOR THE PERIOD 
JANUARY I, 1986 THROUGH JANUARY.31, 1990 IN THE TOTAL
AMOUNT FCFA 2,1-81,456, DOLS 7,1769, ANrD RECOMMENDAT1O0, T(.;
RECOVER THIS AMOUNT. 
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THE 'OBTAINING OF EXEMPTIONS FROM TAXES ON GASOLINE (page 3 of 3)

PURCHASES WAS AN EXTREMELY DIFFICULT PPOILEM AT T!FAr 
TIME
 
]ECAOSE MANY SMALL PURCHASES FROM MANY INrEPNDENT
 
LEALERS WERE INVOLVED, AND IT WAS DIFFICULT TO OBTAIN

19 ,R COOPZRATION. 
 THESE DEALERS WFRE PASSING ON TO THE.
 
fltNAL CONSUMER TIE COST OF TAXES THEY HAL ALREADY PAID,

AND WERE NOT CERTAIN THAT THEY WOULD PFE APLE TO OBTAIN
 
RE3BATE FROM THE GOVERNMENT OF MALI OF ANY EXEMPTIONS
 
WHICH THEY ALLOWED TO THEIR PURCHASERS. AFTER
 
NEGOTIATIONS AND BEGINNING IN FEBRUARY, 1990, THE PCU
 
INTERED INTO A SERIES OF AGREEMENTS WITH THE GRM MINISTRY
 
OF FINANCE AND 
CERTAIN VENDORS TO ENSURE EXEMPTIONS FROM
 
TAXES ON BULK PURCHASES OF GASOLINE.
 

EFFORTS TO RESOLVE THIS PROBLEM WERE OF PSNEFIT NOT ONLY
 
TO THE MALIAN ECONOMIC POLICY REFORM PROGRAM BUT TO OT3FR
 
USAID-FINANCEL PROGRAIS AN PROJECTS AS 
WELL.
 

MISSION IS SATISFIED WITH THE STEPS TAKFN 
TO ADDRESS T-IS
 
PROBLEM. AND UNDER THIS CIRCUMSTANCES LO.'ES NOT PFLEIVE
 
IT IS REASONABLE TO RECOMMEND RECOVERY OF THESE AMOUNT.
 

ITEM 5.4. FINDING TEAT SALARY PAID TO A GRM OFFICIAL VA.
 
IMPROPER ANr RECOMMENDATION TO RECOVER [lIHRELATE[; AM!OUNT
 
FCFA 132,245, DOLS. 455.
 
THE GRM OFFICIAL WAS .iNGAGED FOR CERTAIN 0ORK THAT
 
URGENTLY NEDEFD TO BF LONE AND. WAS ALLOWABLE UNDER THE
 
TERMS 07 THE PROGRAM AGRE.EMENT'. - TR, OF[FTCI-AL WAS O
 
VACATION FROM HIS MALIAN GOVERNMENT JOB AT THE TIME AND

THE WORK DONE',WAS PERMITTED AND PAYABLE UNDER MALIAN LAi
 
ANI; U.S. AGENCY POLICIES.
 

iTEIM 5.3. FINDING THAT OFFICE EQUIPMENT WAS NOT MARKET) 1S 
1EQUIRED AS AIr-FUNDEr GOOS. 

APPROPRIATF MEASURES WILL BE TAKEN 
TO ACHIFVI COMPLIANCV
 
IN THE FUTURE, AND THSE WILL B, VERIFIED BY THE MISSIDi
 

ITEM 5.4. FINDING TYAT TWO AID-FINANCFE VETICLES WEPY
 
DISPOSED OF BY PCU WITHOUT PRIOR NOTIFICATION AND
 
APPROVAL OF USAID/MALI.
 

THIS REQUIREMENT HAr NOT BEEN INCLUDED IN THE CAqIER D
 
PROCEDURES ALMINISTRATIVES ET FINANCIERES AGRIEED UPON
 
BETWEEN USAID/MALI AND THE CPU.
 

A MISSION ORDER ADDRESSING THIS REQUIREMFNT HAS SINCE. 
BEEN ISSUED AND PCU RAS SINCE BEEN IN COMPLIANCE WITH T E 
REQUIREMET.
 
GELPE
 

ET
 

#0015 

NFNNN
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Re!)ort Distribtilio 

Director, USAID/Mali 
Ambassador, U.S. Embassy/Bamako 
PFM/FM/FS 
AA/AFR 
AFR/CONT 
AFR/PD 
AFR/SWA 
AA/XA 
XA/PR 
LEG 

GC 
AA/MS 
MS/IRM 
FA/MCS 
PPC/CDIE 
SAA/S&T 
IG/A 
AIG/A 
IG/PPO 
D/AIG/A 
IG/A/RM 
IG/RM/GS 

IG/A/LC 
IG/A/PSA 
AIG/I 
IG/A/FA 
REDSO/WCA 
REDSO/WCA/WAAC 
USAID/Benin 
USAID/Burkina Faso 
USAID/Cameroon 
USAID/Cape Verde 
USAID/Chad 
USAID/Congo 
USAID/The Gambia 
USAID/Ghana 
USAID/Guinea 
USA ID/Guinea-flissau 
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Report Distribution 

No. of 
Copies 

USAID/Morocco 1 
USAID/Niger 
USAID/Nigeria 1 
USAID/Senegal 1 
USAID/Togo 
USAID/Tunisia 1 
USAID/Zaire I' 
RIG/I/Dakar 1 
RIG/A/Cairo 1 
RIG/A/Manila 1 
RIG/A/Nairobi 
RIG/A/Singapore 1 
RIG/A/Tegucigalpa 1 
RIG/A/EUR/Washington 1 
RIG/A/Vienna 


