
Regional Inspector General for Audit
 
Dakar
 

AUDIT OF USAID'S GRANT TO THE GOVERNMENT
 
OF COTE D'IVOIRE UNDER THE ECONOMIC
 

SUPPORT FUND PROGRAM (NO. 681-0510)
 
FROM SEPTEMBER 1990 THROUGH SEPTEMBER 1993
 

Audit Report No. 7-681-94-013-N
 
September 19, 1994
 

Washington 

S1,b
Tg , . Daka tiManila 

. , ' Na~irobi Sngp0'0 

CfA



UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

OFFICE OF THE REGIONAL INSPECTOR GENERAL FOR WEST AFRICA 

UNITED STATES ADDRESS 
RIG / DAKAR 

AGENCY FOR INTERNATIONAL 
DEVELOPMENT 

INTERNATIONAL ADDRESS 
RIG / DAKAR 

C/o AMERICAN EMBASSY 
B.P. 49 DAKAR SENEGAL 

WASHINGTON. D.C. 20521- 2130 WEST AFRICA 
September 19, 1994 

MEMORANDUM 

To: 	 Willard Pearson, Director, REDSO/WCA 

From: 	 Thomas B. Anklewich, RIG/A/Dakar 

Subject: 	 Audit of USAID's Grant to the Government of C6te d'Ivoire under the 
Economic Support Fund Program (No. 681-0002) from September 1990 
through September 1993 (Audit Report No. 7-681-94-013-N) 

The attached report, prepared by the non-Federal audit firm, Deloitte and Touche of 
Abidjan, presents the results of a financial audit of USAID's Grant to the Government 
of C6te d'Ivoire under the Economic Support Fund Program (No. 681-0002) from 
September, 1990 through September, 1993. 

In September 1990, USAID signed a grant agreement with the Government of C6te 
d'Ivoire (GOCI) with the purpose of providing cash grants to the GOCI to meet its 
external debt obligations, thereby supporting the GOCI's mid-term economic reform and 
stabilization program. The program was managed by Caisse Autonome d'Amortissement 
(CAA), a GOCI agency responsible for managing public debt. CAA was to identify 
eligible GOCI debts, and with the concurrence of USAID, disburse funds from a separate 
U S dollar account in Citibank, New York, for repayment of the debts. Four cash 
transfers totalling $15,545,000 were authorized by USAID and totally expended as of 
September, 1993. 

Deloitte and Touche performed the financial audit in accordance with U.S. Government 
Auditing Standards. The audit covered $15,545,000 in expenditures during the period 
September, 1990 through September, 1993 to determine whether the CAA's Fund 
Accountability Statement was fairly presented and whether CAA complied with applicablc 
laws ,egulations. and agreements that may have had a material effect on the Fund 
Accountability Statement. In carrying out this financial audit, the non-Federal auditor 
obtained an understanding of CAA's internal accounting controls over the USAID funds 
to plan the audit and to determine the nature, timing and extent of tests to be performed. 



Deloitte and Touche found that the Fund Accountability Statement fairly presents the 
disbursements made by CAA from the USAID grant. The audit did however identify 
questioned costs of $7,000 which consisted of estimated interest not credited by Citibank 
to U.S dollar account. Regarding the internal control structure, the auditor identified no 
reportable weaknesses. Finally, in testing for compliance with applicable laws, 
regulations, and agreements, the auditor stated that CAA complied in all material 
respects. 

In its response to the draft audit report, REDSO/WCA generally agreed with the 
auditor's findings and recommendations. Regarding the questioned costs, REDSO/WCA 
resolved them as sustained. 

The non-Federal audit report contains three findings and three recommendations which 
should be implemented by CAA. The following recommendation has been included in 
the Office of the Inspector General's recommendation follow-up system. 

Recommendation No. 1: We recommend that REDSO/WCA resolve the 
questioned costs of $7,000 in interest not credited to the separate account and 
ensure that all interest due on the separate account is recovered. 

Recommendation No. 1 is considered resolved since REDSO/WCA sustained the 
questioned amount and agrees to take action to ensure that the amount questioned is 
recovered. This recommendation will be closed when such questioned costs are 
recovered and the evidence thereof is provided to RIG/A/Dakar. Such evidence may 
include a copy of a bill for collection or a document showing reimbursement. 

Please advise RIG/A/Dakar within 30 days of receipt of this report of any actions 
planned or taken to close the recommendation. 

ii
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PART I: TRANSMITTAL LETTER AND SUMMARY 

Mr. Thomas B. Anklewich 
Regional Inspector General for Audit 
USAID/Dakar 
Senegal
 

Dear Mr. Anklewich, 

This report presents the results of our audit of the Fund Accountability Statement of the 
United States Agency for International Development (USAID) grant to the Government of 
C6te d'Ivoire under the Economic Support Fund Program from September 1990 through 
Setemher 1993. 

A. Background 

On September 28, 1990, USAID signed a Grant agreement with the Government of C6te 
d'Ivoire (GOCI) in order to support its mid-term economic reform and stabilization program. 
Specifically, the program Grant agreement was to provide cash transfers needed by the 
GOCI in order to meet its external debt obligations. The program was to be managed by an 
organization known as the Caisse Autonome d'Amortissement (CAA) - the GOCI Agency is 
responsible for managing public debt. 

Under this grant, CAA was to identify and submit to USAID. a list of debt service payments 
to be paid with grant funds. After USAID.'s acceptance of the eligible debts to be paid, 
CAA was to give an order to CITIBANK, New York to debit the special U.S. dollar 
account which was opened for the purpose of disbursing the grant. Four cash transfers 
totalling $15,545,000 were authorized and obligated by USAID. during the period, and all 
four cash transfers were disbursed as of September, 1993. All of these disbursements were 
used to repay various GOCI debts to the African Development Bank (ADB). The debts 
repaid were denominated in various foreign currencies which were converted to dollars at an 
exchange rate negotiated by CITIBANK. 
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B. Audit Objectives and Scope 

We performed a financial audit of the Economic Support Fund Program for the Government 
of Crte d'Ivoire (GOCI) in accordance with generally accepted auditing standards, US 
Government Audit Standard as set forth in the Comptroller General's Government Auditing 
Standards, and guidelines contaired in the Office of the Inspector General's Guide for 
Financial Audits Contracted by the Agency for International Development except that we 
did not have an external quality review by an unaffiliated audit organization as required by 
paragraph 46 of chapter 3 of Government Auditing Standards since no such quality review 
program is offered by professional auditing organizations in C6te dIvoire. We believe that 
the effect of this departure from financial audit requirement of Government Auditing 
Standards is not material because we participate in the Deloitte Touche Tohmatsu 
International internal quality control program which requires Deloitte & Touche in C6te 
dIvoire to undergo a periodic quality control review by partners and managers from other 
Deloitte & Touche offices. In addition we did not fully meet the continuing education 
auditing standards. During the last two years we have not maintained sufficient 
documentation evidence of meeting the minimum 80 hours of continuing education 
requirement or the requirement to have 24 hours in subjects related to the Government 
environment. However, we do not believe that this departure from Government Auditing 
Standards has any impact on the results of this audit and we are taking appropriate steps to 
implement a continuing education program that fully satisfies the requirement. 

The audit objectives are threefold

1) determine the reasonableness, propriety and allowability of operating costs incurred by 
CAA during the period from September 1990 through September 1993 and then 
express an opinion on whether the Fund Accountability Statement is fairly presented in 
all material respects in conformity with generally accepted accounting principles. 

2) review and evaluate the internal control structure of CAA related to the management of 
the Economic Support Fund Program to determine the nature, timing, and extent of 
tests to be performed in order to form an opinion on the fund accountability statement 

3) perform tests of CAA's compliance with applicable laws, regulations, binding policies 
and procedures, and the grant agreement and report on the results of compliance 
testing. 

Audit Report 



The major audit procedures performed during our work consisted of: 

a) 	 reviewing the grant agreement and project implementation letters between USAID and 
the CAA 

b) 	 studying and evaluation CAA's internal control structure relative to USAID's grant in 
order to assess the control risks and to determine our audit procedures. 

c) 	 examining supporting documentation for all receipts and disbursements incurred and
performing tests for reasonableness, allowability and propriety in compliance with the 
terms of the Grant Agreement, applicable laws and regulations 

d) 	 reviewing bank statements, reconciliations and reporting procedures; obtaining bank 
confirmation 

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

C 	 Summary ofaudit results 

We summarize below our key conclusions which are fully detailed in the relevant sections of 
the present audit report. 

1. 	 Finanicial 

We 	found that the fund accountability statement was presented fairly, however we 	 are 
questioning $ 7,000 which represents interest not credited to the Separate Account. In
addition, we have made adjustments amounting to $109,129.69 in the fund accountability
statement because CAA deposited non-USAID funds in the Separate Account. 

2. 	 itternalcontrol 

Our 	 review and evaluation of the internal control system did not disclose any major
weaknesses. 

Audit Report 
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3. Compliance 

Our testing of transactions and records selected disclosed three instances of non compliance 
which we do not consider material: 

a) As described above, CAA mingled funds into the Separate Account. 

b) No bank interest was credited to the Citibank account during the period. 
agreement terms stated that the bank account should be interest bearing. 

Grant 

c) CAA failed to comply with agreed reporting requirements. 

D. Synopsis of managetnent comments 

USAID/C6te d'Ivoire generally agreed with the audit findings in the draft audit report. As 
for bank interest not credited by Citibank, REDSO/WCA agrees to contact Citibank and 
investigate the matter. The mission argues that the matter and recommendation be closed 

.when the CAA is advised of the audit finding and Citibank's response, in light of the close
out of the bilateral program in C6te d'Ivoire. 
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U. FINANCIAL SECTION 

A. Independent auditor's report 

We have audited the accompanying Fund Accountability Statement for the USAID Grant to 
the GOCI under the Economic Support Fund Program for the period September 1990 
through September 1993. This Fund Accountability Statement is the responsibility of CAA's 
management. Our responsibility is to express an opinion on this Fund Accountability 
Statement based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards and
 
Government Auditing Standards, issued by the Comptroller General of the United States,
 
except that we did not have an external quality control review by an unaffiliated organization
 
nor did our audit staff complete the minimum continuing education as required by Sections
 
3.46 and 3.6 respectively of the aforementioned standards. Those standards require that we
 
plan and perform the audit to obtain reasonable assurance on whether the financial
 
statements are free of material misstatement. An audit includes examining, on a test basis.
 
evidence supporting the amounts and disclosures in the financial statements. An audit also
 
includes assessing the accounting principles used and sig"ificant estimates made by the
 
management, as well as evaluating the overall Fund Accountability Statement presentation

We believe our audit provides a reasonable basis for our opinion.
 

As described in the notes to the accounts, the Fund Accountability Statement was prepared 
on a cash basis, which is a comprehensive basis of accounting other than generally accepted 
accounting principles. 

In our opinion, the Fund Accountability Statement referred to above presents fairly, in all 
material respects CAA's receipts and disbursements under the Economic Support Fund 
Program for the period September 1990 through September 1993 in conformity with the 
basis of accounting described in Note 1 to the Fund Accountability Statement 

Deloitte & Touche 
November 30, 1993 
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B. FundAccountabiliq Statement, 

September 1990 through September 1993
 
(Expressed in US$)
 

Balances as at Audit Adjustitncs Adjusted Questioned
09/30/1993 (Note 2) Balances Cost 

(Note 3) 

1. RECEIPTS 

USAID cash transfers 15,545,000.00 15,545,000 7,000
CAA cash transfers 109,129.69 (109,129 69) -

TOTAL 15,654,129.69 (109,129.69) 15,545,000 

2. DISBURSEMENTS
 

Disbursement I 7,037,408. 1i (37,408. II) 
 7,000,000
Disbursement 2 3,044,230.62 (44,230.62) 3,000,000

Disbursement 3 3,000,000.00 
 3,000,000
Disbursement 4 2,572,490.96 (27,490 96) 2,545,000 

TOTAL 15,654,129.69 (109,129.69) 15,545,000
 
Ousainding balance -


C. Notes to Fund Accountability Statement 

Note i:Accounting Principles 

The Fund Accountability Statement is prepared on the basis of cash receipts and 
disbursements. 

Disbursements N°I, 2 and 3 were made to the African Development Biank in different
currencies. Exchange rates used were those prevailing at the time of payment
Disbursement N°4 was made to USAID. 
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Note 2: Audit Adjusntents 

Adjustments indicate funds transferred by CAA to the Separate Account during the period
under review. As described in Finding N°I, the Program Grant Agreement states that funds 
maintained in the Separate Account should not be mingled with funds from any other source. 

Note 3: QuestionedCost 

The Questioned cost represents interest not received on the Separate Account. 

Audit Report 



II. INTERNAL CONTROL STRUCTURE 

Independent auditor'sreport 

We have audited the CAA's Fund Accountability Statement for USAID's Grant to the GOCI 
under the Economic Support Fund Program (ESFP) in C6te d'Ivoire for the period 
September 1990 through September 1993. 

We conducted our audit in accordance with generally accepted auditing standards and the 
Government Auditing Standards issued by the Comptroller General of the United States, 
except that we did not have an external quality control review by an unaffiliated organization 
nor did our audit staff complete the minimum continuing education as required by section 
3.4.6 and 3.6 respectively of the aforementioned standards. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the Fund 
Accountability Statement is free of material misstatement. 

In planning and performing our audit of the CAA's Fund Accountability Statement for the 
ESFP for the period from September 1990 through September 1993, we considered its 
internal control structure in order to determine our auditing procedures for the purpose of 
expressing our opinion on the Fund Accountability Statement and not to provide assurance 
on the internal control structure. 

The management of the CAA is responsible for establishing and maintaining an internal 
control structure. In fulfilling this responsibility, estimates and judgments by management 
are required to assess the expected benefits and related costs 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 unauthorized use or disposition, and that transactions are executed in accordance 
with management's authorization and recorded properly to permit the preparation of a Fund 
Accountability Statement 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 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. 

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

- Reporting procedures
 
- Disbursement system
 
- Bank procedures
 

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

Our consideration of the internal control structure would not necessarily disclose all matters 
in the internal control structure that might be material weaknesses under standards 
established by the American Institute of Certified Public Accountants. A material weakness 
is a reportable condition in which the design or operation of one or more 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 fund 
accountability statement being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. We noted no 
matters involving the internal control structure and its operation that we consider to be 
material weaknesses as defined above 

This report is intended for the information of the management of CAA and USAID. The 
restriction is not intended to limit the distribution of this report which is a matter of public 
record.
 

oV4
 

Deloitte & Touche 
November 30, 1993 
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IV. 	 COMPLIANCE WITH AGREEMENT TERMS AND
 
APPLICABLE LAWS
 

A. 	 Independent auditor's report 

We have audited the CAA's Fund Accountability Statement for USAID's Grant to the GOCI 
under the Economic Support Fund Program (ESFP) in C6te dIvoire for the period
September 199C through September 1993. and have issued our report thereon dated 
November 30, 1993. 

We conducted our audit in accordance with generally accepted auditing standards and 
Government Auditing Standards issued by the comptroller General of the United States, 
except hat we did not have an external quality control review by an unaffiliated organization 
nor did our audit staff complete the minimum continuing education as required by section 
3.4.6 respectively of the aforementioned standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the Fund Accountability 
Statement is free of material misstatements. 

Compliance with laws, regulations contracts and grants applicable to CAA is the 
responsibility of CAA's management. As part of obtaining reasonable assurance about 
whether the Fund Accountability Statement is free of material misstatement, we performed 
tests of CAA's compliance with certain provisions of laws, regulations, contracts and grants.
However, our objective was not to provide an opinion on overall compliance with such 
provisions. 

The results of our tests indicate that with respect to the items tested, the CAA complied in 
all material respects with the provisions referred to in the preceding paragraph. With respect 
to items not tested, nothing came to our attention that caused us to believe that the CAA 
had not complied, in all material respects, with those provisions. 

This report is intended for the information of the management of CAA and USAID. This 
restriction is not intended to limit the distribution of this report which is a matter of public 
record. 

Deloitte & Touche 
November 30, 1993 
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B. Findings 

1. AID's funds are min2led with funds from the CAA 

Condition 

The Fund Accountability Statement includes CANs contributions transferred to the Separate 
Account. 

Examination of bank vouchers revealed that in addition to finds received from USAID, 
other funds totalling US$109,129.69 representing cash transfers made by CAA, were 
deposited in the Separate Account during the period under review. 

However REDSO/WCA has emphasized that this commingling was a one-time occurrence 
which facilitated the expeditious payment of GOCI debts in accordance with program 
objectives. 

Criteria 

Section 4. I of the Program Grant Agreement states that funds maintained in the Separate 
Account should not be mingled with funds from any other source. 

Cause 

According to the Project Management, cash transfers made by CAA were aimed at 
completing USAID's funds to round up debt service payments. 

Risk/Effect 

Non-compliance with Agreement terms. 

Recommendation 

CAA should obtain authorization from USAID before making cash transfers to the Separate 
Account. 

The Fund Accountability Statement should be adjusted to US$ 109,129.69 representing total 
transfers made by CAA during the period under review. 

REDSO/WCA 's comment 

Audit Report 
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2. Maintenance of an interest bearing account 

Condition 

The Fund Accountability Statement as of September 1993 does not show any bank interest 
amount earned by CAA, notwithstanding notification received from Citibank dated 11 July
1990 stating that the Separate Account would be remunerated by investing each US$ 
100,000 in excess of US$ 150,000 on the monetary market on a daily basis. 

In addition, the confirmation reply sent by Citibank at our request confirmed that no interest 
has ever been earned on the Separate Account. 

The estimate of interest not earned was calculated using the number of days that amounts in 
excess of $ 150,000 were left idle in Separate Account. Interest rates on the monetary
market were situated between 1,5% and 2% during the period. We have used an average of 
1,75%. 

Amount transferred Transfer da,.e Average number Estimate of 
(US$) from USAID of days in account lost interest 

$ 

7,000,000 12/28/90 11 3,663 
3,000,000 05/15/92 10,5 1,455 
3,000,000 09/01/92 8 1,108 
2,545,000 09/24/93 6 698 

$6,924 

We have rounded off the estimate of$ 6,924 to $7,000 representing interest not earned. 

Criteria 

According to the Grant Agreement, funds from USAID should be kept in a Separate Bank 
account and should be interest bearing. 

Cause 

CAA did not monitor Citibank's commitment to pay interest on the Separate Account. 

Audit Report 



Effect 

CAA was deprived of approximately US$ 7,000 of interest. 

Recommendation 

We suggest that CAA, in liaison with USAID, proceed with the necessary inquiries with 
Citibank officials to clarify the matter. We recommend that USAID resolve the questioned 
costs of $ 7,000 in interest not paid. 

3. Incomplete reportin2 

Condition 

CAA did not submit monthly reports to USAID on payments and on the bank reconciliation. 

Criteria 

In compliance with the agreed upon reporting requirements, CAA should submit on a 
monthly basis a statement of payments made and a bank reconciliation to USAID. 

Cause 

The limited number of transactions that occured over the three year period could easily be 
identified. 

Risk/Effect 

Errors or irregularities may occur without being detected timely. 

Recommendation 

A statement of payments made and a bank reconciliation must be prepared and submitted to 
USAID in compliance with the agreed upon reporting requirements. 

Audit Report 
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USAM) UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENTREGONAL ECONOMIC DEVELOPMENT SERVICES OFFiCE ANDWEST CENTRAL AFRICA 

VNITEDSTATES ADDRESS 
INTERNATIONAL ADORES$ABIDJAN (REDSO) 

R-EDSO/WCA


DEPARTMENT OF STATE REDSO/ CA
WASHIJNOTON. D. C.20 21.2010 
C/O AMEREAN EMASSY01 B.p. 1712 ABD.1j 01 
COTE DIVOIRE 

Data: July 12, 
1994
 

Front Willard J* _So ,/Dire or, REDSO/WCA
 

Tot 
 Thomas Anklewich, Regional Inspector General,
 
USAID/Dakar
 

SubJeQt; Comments on Draft 
Audit of USAID's Grant 
to the Government of Cfte d'ivoire 
(GOCI) under the Economic Support

Fund Program (No, 681-0002)
 

Following are REDSO/WCA's comments on 
the audit of USAID's Grant
to the Government of C6te d'Ivoire Under the Economic Support
Fund P'oram (No. 681-0002) from September 28, 
1990 to September

30. 1993.
 

Lx, LAID'sZdIn _ funds are mingled with funds from the CAA
 
We concur 
with the finding that CAA mingled GOCI 
funds with AID
funds in the separate account. 
 However, we 
would emphasize that
this commingling was a one-time occurrence which facilitated the
expeditious raymAnt. of GOCI debts in accordance with program
objectives. 
 We agree that in any future situations the grantee
should obtain written authorization prior to transferring non-
USAID funds into a separate account. 
 We also agree with the
adjustment to the Fund Accountability Statement, though we
believe it 
to be insiqnificant to USAID sinc. thp prngram hag

terminated,
 

F in dir!q__ Maintenance of interest bearing account
 
We concur with the 
 finding of the auditors that roughly $7,000 ininterest should beenhave oredited
REDSO will an 

to CAA's accoun" at Citibank.obtain explanation for the failure to credit theaccournt 
to CAA'a favor.
 

We concur with the finding that CAA did not report payments incompliance with the terms of the agreement. REDSO verified that
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payMAIent wero made throu h o~her means lcfore e±fec.:Ling diburse. 
ment of sub~equcnt tranc?6a undu, the agreemenc. In future such programs managed by REDSO, reporting requirements wl be adhered 
to more closely. 

Recommendation Noli 
Wo recommend that the REDSO/WCA ensure that
$7,000 in interest is orodited to the GOCX's separato aoount
;mnagd by the CAA, and applied towards the program objectivvv,
 

We agree that Citibank should have creditcd the CAA accounL ill
the amount of approximately $7,000. 
 REL)SQ will cont.act Citibank
 
to advise them of the amount due the CAA account. However, in
light of the clove-out of the bilateral program in C~te d'Ivoire,
REDSO does not bhlieve it would be a prudont use 
of our timu and
 resources to program and monitor the use of the $7,000 if andwhen the GOCI recovers the funds from Citibank. We suggest thatthe matter and recommendation be closed when the CAA is advi.sedof tne audit finding and Citibank's response. The matter shouldthen be left to be resolved hAtween Citibank and the CoCl. 
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