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DEVELOPMENT B P 49 DAKAR SENEGAL
WASHINGTON D C 20621 -2130 WEST AFRICA

August 13, 1999

Memorandum

To James Hradsky, Director, USAID/Mali

From Henry L Barrett, RIG/Dakar HQ7 @“%
Subject Audit of USAID/Mali's Operating Expenses,

Audit Report No 7-688-99-004-P

This memorandum 1s our final report on the subject audit We have considered your comments
on our draft report and have made changes as appropnate Your comments are included 1n their
entirety in Appendix II

This report contains five recommendations, three recommendations concern the management of
funds available for operating expenses, one recommendation concerns vehicle maintenance, and
one recommendation addresses the management of nonexpendable property From the
documentation that you submitted 1n response to the draft report, we consider that the Mission
has made a management decision on all five recommendations In addition, we consider that
final action has also been taken on Recommendation Nos 21,42, and 43 For the remaiming
recommendations awaiting final action, the USAID Management Bureau's Office of Management
Planning and Innovation will be responsible for deciding when final action has taken place

I appreciate the cooperation and courtesy extended to my staff during the audit
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EXECUTIVE SUMMARY

Backgtound

The United States Agency for International Development (USAID) receives a separate
appropriation to cover its annual operating expenses (OE) Operating expenses represent salaries,
benefits and support costs of all US and foreign national personnel Support costs include
allowances, travel, transportation, housing, and office expenses For fiscal years ending 1997 and
1998, USAID/Mal1 had total annual authorized levels of $2,953,100 and $3,815,670 respectively
in operating expense funds

Section 1311 of the Supplemental Appropriations Act of 1955, as amended, requires a periodic
review of unliquidated obligations to determine whether obligations continue to remain vahd
If obligations do not continue to remain valid, the funds should be deobligated in a timely
manner USAID has established policies to this effect which are used as criteria i this report
for auditing the unliquidated obligations of the Mission’s operating expenses

USAID/Mali’s nonexpendable property (NXP) inventory 1s managed and warehoused by the U S
Embassy General Services Officer (GSO) under the International Cooperative Administrative
Support Services (ICASS) system This 1s an arrangement whereby USAID/Mali pays a share
ot the U S Mission support costs and this system was initiated at USAID 1 1998

To maintain and service the Mission vehicle fleet, USAID/Mahi contracted with a local vehicle
dealership The arrangement required the contractor to provide a broad range of maintenance,
warehousing, accounting, control and delivery of vehicle maintenance services to the USAID
Mission 1n Bamako (See page 1)

Summary of Audit Findings and Recommendations

The audit found that USAID/Mali did not effectively manage 1ts funds available for operating
expenses 1n accordance with USAID regulations The Mission should take specific action to

correct problems related to the management of its unliquidated obligations control over the
recording of 1ts obligations and forward funding of its service contracts

Regarding vehicle maintenance the audit found that USAID/Mal effectively managed their
vehicle maintenance contract in accordance with the terms of the agreement except for prohibited
payments made for duties and taxes which were considered unallowable costs  Additionally
USAID/Mali effectively managed their receipt and disposition of nonexpendable property in
accordance with regulations except for the need to develop some written procedures jointly with
the US Embassy



USAID/Malt did not 1dentify and deobligate, in a timely manner unneeded unliquidated
obligations funded for operating expenses as required by federal law and USAID procedures
This occurred because USAID/Mali did not (1) perform adequate unliquidated obligation
reviews, (2) provide for sufficient coordination between the controller s office and the executive
otfice and (3) post expenditures correctly Consequently unliquidated obligations were not
managed according to requirements, and those that were no longer needed were not 1dentified and
made available for other purposes The audit recommends (1) deobligating $187 892 which was
determined to be no longer needed, and (2) establishing procedures to assure compliance with
laws and guidance related to obligation reviews (See page 3)

USAID/Mali recorded an operating expense obligation which did not meet the requirements 1n
USAID guidance and federal regulations that are necessary before an obligation can be recorded
USAID/Mali officials stated that this may have occurred because prior Mission officials may have
attempted to avoid losing any available funding and may not have been aware of the legal
requirements for obligations As a result, funds were not available for obligations for legitimate
needs The audit recommends deobligating the remaining obhigation of $22,701 and establishing
procedures to ensure compliance with federal laws and USAID guidance (See page 7)

The audit found eleven obligations with unliquidated balances for various types of services
totalling $130,353, for which the associated services were primarily received in the following
fiscal years and not 1n the years for which the funds were appropriated USAID/Mal: officials
stated that this may have occurred because prior Mission officials may have tried to avoid losing
any available funding due to decreasing budgetary support Also, they may have been concerned
about ensuring the continuity of services across the end of the fiscal year, and may not have been
aware of the requirements for forward funding service contracts As a result, operating expense
funds intended to be used in one fiscal year were used to supplement succeeding fiscal year
operating expense funds contrary to appropriations law  Additionally, the Mission’s reported

annual operating expenses were not accurately stated The audit recommends establishing
procedures to prevent recurrence (See page 9)

The US Government discourages the payment of duties and taxes from funding intended for
development activities Such costs are considered as unallowable under the Mission vehicle
maintenance contract However, USAID/Mali paid duties and taxes estimated at $25,852 from
operating expense funds, 1n addition to implementing partners who paid an undetermined amount
Some unallowable charges were incurred with Mission cogmizance, while some were paid without
Mission cognizance, because the contract payments were not closely monitored for allowability
The audit recommends (1) developing an arrangement with the contractor for USAID/Mali to
recetve credit or an offset for duties/taxes unknowingly paid by the Mission (2) notitying
USAID/Mali whenever duttes and taxes need to be incurred to purchase vehicle spare parts and

(3) submitting a wntten advisory to the implementing partners to inform them of applicable
regulations regarding duties and taxes (See page 12)

USAID/Mali did effectively manage their receipt and disposition of nonexpendable property in
accordance with regulations except for the need to develop some written procedures jointly with



the US Embassy Such procedures would improve internal control and reduce the opportunity
for nuscommunication between the Mission and the U S Embassy General Services Officer who
manages and maintains USAID/Mali nonexpendable property under an ICASS agreement The
audit found that some Mission inventory items were not included in the mventory data base
Although the executive officer had requested that these items be included in the inventory data
base, they were not because of inconsistent nonexpendable property regulations between State
Department and USAID Applicable regulations for USAID inventory require that inventory
records be kept on all accountable property and USAID/Mali's executive officer had determined
that accountability for cellular phones and radios should be included 1n the inventory data base
In addition, the lack of a joimnt written policy has caused minor misunderstandings concerning the
receipt of property 1n two different receiving areas The audit recommends that internal controls
over inventory be improved (See page 16)

Manacement Comments and Qur Evaluation

USAID/Mali generally agreed with the findings in the report and has begun to respond to the
recommendations  As of the date of this report, USAID/Mali has already submitted
documentation demonstrating that they have designed and partially implemented plans to address
all of the recommendations 1n the report We, therefore, consider that the Mission has made
management decisions on all of the five recommendations

In addition, USAID/Mali has also completed the planned actions for one subpart of the
recommendation concerning the recording of obligations and two subparts of recommendation
addressing the management of the vehicle maimntenance contract We, therefore, consider that
USAID/Mal1 has taken final action at this time on these three recommendation subparts

e of e Lorspeetes Aernra 0

Office of the Inspector General
August 13, 1999
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INTRODUCTION

Background

The United States Agency for International Development (USAID) receives a separate
appropriation to cover 1ts annual operating expenses (OE) Operating expenses represent salaries,
benefits, and support costs of all US and foreign national personnel Support costs mnclude
allowances, travel, transportation, housing, and office expenses

In recent years, OE annual appropnations have come under intense scrutiny as part of
congressional and administration efforts to reduce federal costs As a result of recent lower
funding levels, USAID decided to close various overseas mussions and offices Consequently,
USAID/Mal1 had recently assumed accounting responsibilities for other USAID activities, along
with recerving increased funding from 1997 to 1998 to accompany increased responsibilities
Additional activities include Chad, Niger, Burkino Faso, and Cote d'Ivoire For fiscal years
ending 1997 and 1998, USAID/Mali had total annual authorized levels of $2,953,100 and
$3,815,670, respectively, in operating expense funds

The usage and availability of annual operating expenses are governed by Section 1311 of the
Supplemental Appropriations Act of 1955, as amended, and are also covered in more detail by
USAID guidance This guidance requires a periodic review of unliquidated obligations to
determine whether obligations continue to remain valid If obligations do not continue to remain
valid, the funds should be deobligated in a timely manner To accomplish this, USAID has
established policy requiring (1) continuous and year-end reviews of unliquidated obligations for
both current and prior year funds, (2) an examination of the obligation and liquidation records
by financial staff in coordination with the program officers, and (3) maintenance of a set of
workpapers to document the reviews

As part of 1ts operating expenses, USAID/Mali's nonexpendable property (NXP) inventory 1s
managed and warehoused by the Embassy General Services Officer (GSO) under the International
Cooperative Administrative Support Services (ICASS) system Initiated at USAID 1n 1998, the
system requires USAID/Mali to pay a share of the U S Mission support costs thereby replacing
the previous Foreign Assistance Administrative Support (FAAS) system It establishes locally
empowered councils to manage and evaluate services and moves funding of local costs and
potential savings to post as an incentive to develop cost initiatives

USAID/Mali was contracting with a local vehicle dealership to mamtain and service the Mission
vehicle fleet The arrangement required the contractor to provide a broad range of maintenance,
warehousing, accounting, control and delivery of vehicle maintenance services, as well as



periodic reporting on the inventory of duty-free parts Periodically, USAID/Mali knowingly

incurred costs for duties and taxes to specially order needed spare parts through the contractor
in order to keep all vehicles in running order

Audit Objectives

As a result of decisions made by OIG/Washington, RIG/Dakar needed to adjust its annual audit
plan and a mutual decision was made to perform an audit of USAID/Mali's Operating Expenses

Accordingly, the Office of Regional Inspector General/Dakar audited USAID/Mali to answer the
following questtons

Did USAID/Mali effectively manage funds available for operating expenses in accordance
with USAID regulations?

Did USAID/Mal effectively manage the vehicle mamtenance contract in accordance with
the terms of the agreement?

Did USAID/Mal effectively manage the receipt and disposition of nonexpendable property
i accordance with USAID regulations?

Appendix I describes the audit's scope and methodology




REPORT OF
AUDIT FINDINGS

Did USAID/Malr etiectively manage funds available for operating expenses
i accordance with USAID regulations?

USAID/Mali did not effectively manage 1ts funds available for operating expenses 1n accordance
with USAID regulations The audit found that USAID/Mal1 should take specific action to correct
problems related to the management of unliquidated obligations, control over the recording of
obligations, and forward funding of service contracts These issues are discussed 1n detail below

USAID/Mali needs to improve its
management of unhiquidated oblhigations

USAID/Mali did not 1dentify and deobligate, 1n a timely manner, unneeded operating expense
unhquidated obligations Federal law and USAID procedures require periodic reviews of
unliquidated obligations to 1dentify funds which need to be deobligated This occurred because
USAID/Mali did not (1) perform adequate unliquidated obligation reviews, (2) provide for
sufficient coordination between the controller's office and the executive office, and (3) post
expenditures correctly Consequently, unliquidated obligations were not managed as required,
and those that were no longer needed were not 1dentified and made available for other purposes

Recommendation No 1 We recommend that USAID/Mah

11 deobligate the $187,892 1n operating expense unhquidated oblgations
1dentified 1n this report,

12  obtam adequate documentation, or deobligate as appropriate, the $29,148 n
operating expense unliquidated obligations identified 1n this report for which
we could not find adequate support,

13 establish procedures to ensure that (a) Section 1311 reviews are performed
in accordance with federal law and USAID guidance, (b) there 1s effective
coordmation between, and follow-up by, the Controller's Office and the
Executive Office regarding the status of unlhiquidated obligations, and (c)
expenditures are recorded against the appropriate obligations, and



14 review Incorrectly posted expenditures identified in this report and make

appropriate adjusting entries to both the expenditures and the related
unhquidated obligations

USAID/Mali did not 1dentify and deobligate, in a timely manner, unliquidated obhigations for
operating expenses which were no longer needed for the purposes for which the obligations were
onginally made We found that $187,892 of unliquidated obligations were no longer needed and
should be deobligated and made available for other uses In addition, we found $29,148 of
unliquidated obligations for which we could not determine the current status due to insufficient
documentation to support the obligations These obligations need to be further analyzed to
determine their propriety and deobligated 1f they are no longer needed The results of our sample
are set forth 1n the table below Individual unliquidated obligation documents recommended for
additional analysis and recommended for deobligation can be found in Appendix III

Fiscal Yeur Unhiquid ated Unliquidated Recommunded for Recommended for
of Obligations at Obligations Audited | Additionl Anlysts Dobligation
Obligation February 1999
1994 $ 54597 $ 54,597 0 $ 54,597
1995 0 0 0 0
1996 181 043 34,495 5,183 6611
1997 236234 82434 17,738 57 971
1998 871 598 181,264 6227 68,713
1999 1,349,332 0 0 0
Total $2,692 804 $352,790 $29 148 $187,892

Federal law and USAID procedures require that unhquidated obligations be reviewed periodically
to 1dentify funds which need to be deobligated Section 1311 of the Supplemental Appropriations

Act of 1955, as amended (Title 31 US Code Sections 1108, 1501, 1502), describes the federal
requirements for the reviews

USAID guidance 1s contained in Financial Management Bulletin, Part II, No 14A entitled
"Obligation Reviews at Missions " This bulletin requires that Section 1311 reviews be
documented and that an "audit trail" be maintained to evidence the steps taken to verify the
validity of obligations This activity must be fully documented as evidence that the review was
conducted and as evidence for audit purposes The documentation consists of a complete set of
work papers for each individual obligation A reviewer of these work papers should be able to
conclude that a thorough review of each unliquidated obligation or commitment was conducted
Supporting documentation and work papers from previous reviews can form the basis for the
subsequent reviews for accounts that continue to remain open with unliquidated balances



The Section 1311 review 1s a jont exercise, involving the mussion controller, operating expense
accountants and financial analysts, project/program officers, executive officers and the responsible
contracting officers At the time of partial liquidation, the assigned accountant must ascertain
from the designated project or other admimistrative officer that the remaining unhquidated
obligation balance remains valid Prior to fiscal-year end, an intensive review of all unliquidated
obligations must be done for both the open year appropriation, as well as closed years

We found three primary causes leading to the retention of unneeded unliquidated obligations
(1) madequate Section 1311 reviews, (2) lack of coordination between the controller's office and
the executive office, and (3) incorrectly posted expenditures

Section 1311 Reviews USAID/Mali did perform some Section 1311 reviews which
supported the certification of its September 30, 1998 balances and resulted in subsequent
deobligations, however, these reviews did not meet USAID requirements in two respects (1)
these Section 1311 reviews were not documented with work papers and, (2) they were not
performed with the required frequency and thoroughness

For fiscal years 1994 to 1998, we found no work papers or audit trail evidencing the steps taken
to verify the validity of unliquidated obligations For the obligations we audited, there were no
work papers either supporting the obligations or evidencing the fact that they had previously been
researched We had to gather the evidence during our field work to research each obligation to
determine whether 1t was still needed

Since September 1998, one Section 1311 review had been done Completed in February 1999,
this review was limited to obligations made 1n fiscal year 1999 only and covered no prior years
In September 1998, some deobligations for fiscal years 1997 and 1998 were reviewed, but no
other prior years were done Also, work papers were not retamned to support the remaining
unliquidated obligations

The unliquidated obligations that we found to no longer be necessary could have been i1dentified
and deobligated much earlier had USAID/Mali conducted 1ts reviews in accordance with USAID
guidance and federal law USAID/Mali should establish controls to ensure that Section 1311
reviews are done with the required frequency and documentation

Controller's Office and Executive Office Coordination We found a lack of
coordination between the executive office and the controller's office 1n the management of certain
purchase orders and contracts Our sample contained several cases in which the original orders
for goods or services were either cancelled or substantially changed In one case, in which an
order was cancelled, the executive office prepared a memo notifying the controller's office of the
cancellation', but the controller's office did not follow up on the cancellation and deobligate the

*Document no PO-688-0 00-98 00143 was obligated for $2 678 to purchase and wnstall shelving for the
USAID office butlding



balance In another case, we could not find correspondence from the executive office to the
controller's office notifying the accounting staft of changes to the original obligation®

An additional problem occurred when final payments were made that were less than the
remaining unliquidated obligation We found several examples of this problem which left
remaning unliquidated balances that were no longer needed’ In order to properly manage
unhiquidated obligations, USAID/Mali needs to establish better controls for coordination between
the executive and controller's office The executive office should ensure that the accounting staff
15 notified when a final payment or change 1n the onginal order 1s made The controller's office,
in turn, must also ensure that these notifications are processed 1n a timely manner

Incorrectly Posted Expenditures We noted several unliquidated obligations against
which transactions were recorded that were not related to the obligations These transactions
consisted of both expenditures related to other obligations, as well as collections for
disbursements that had previously been paid and recorded against other obligations For example,
1n the guard services contract®, there were numerous expenditures that were recorded for such
things as filing boxes, magazine subscriptions, computer repairs, and petty cash expenditures
Although there was a petty cash obligation that had been made for this type of expenditure, these
expenditures were still recorded against the guard services obligation

Additionally, we found another type of incorrectly posted expenditure in the form of collections
Collections represent a negative obligation and result i an increase i the unliquidated balance
For an obligation entitled admun supplies’, $6,805 was originally obligated, but no expenditures
were recorded against it However, two reimbursements for a total of $1,119 were subsequently

processed against 1t, leaving an unliquidated balance of $7,924, which s larger than the original
obligation

Another obligation, entitled petty cash®, had several unrelated collections processed aganst 1t
The cumulative obligations totalled $12,703 and the total expenditures were a negative $1,607,
resulting 1n an unliquidated balance of $14,310, which 1s larger than the orniginally obligated

2Document no 688-0-00 98-00142 01 was obligated for $2 716 to provide warehouse space But after $785
of expenditures was recorded the space was no longer used and the balance on the document was no longer needed

3For example document nos CO-688 0000-C 00-7147-01 PO-688 0 00-98 00055-00 and PO 688-0-00-98-

00086 00 were final payments that left residual balances that were no longer needed after the final payments were
mnde

4Document no RO 98 WORKSHEET was a journal voucher used to allocate USAID s portion of the guard
services contract which provided service to the entire U S Mission to Mali

>R0O-98 WORKSHEET was the document no of the journal voucher which recorded the obligation

®This obligation was recorded by a series of several journal vouchers with document no RO-98
WORKSHEET



amount The net expenditures were negative because more collections were processed than
expenditures For example, three cancelled salary checks were recorded against this document
for $10,201, which should have been recorded against the original salary account Another
collection 1dentified as a double payment to GTSI (a U S -based computer equipment vendor) for
$15,420 was also recorded, which should have been charged to the original purchase order

By incorrectly hiquidating obligations recorded for other vahd purposes, these misposted
expenditures make 1t more difficult to determine accurately the required unliquidated obligation
balances during Section 1311 reviews The musposted expenditures artificially reduce the
obligation agamst which they were incorrectly recorded If the obligation that should have been
charged were accurately estimated, then that obligation would have had an unliquidated balance
that would remain unliquidated and unavailable for other uses In the case of collections,
misposted expenditures artificially inflate unlhiquidated obligations thereby creating a portion of
the unliquidated obligation that 1s invalid and that does not have a bona fide’ need These
incorrectly posted expenditures, as well as the associated obligations, should be researched to
determine whether adjusting entries are necessary and whether the remaining unhquidated
balances are still needed

As a result of the above, unneeded unliquidated obligations for operating expenses were not
identified and deobligated in a timely manner Additional unliquidated obligations were
inadequately supported and may also be no longer needed Other unliquidated obligations were
left with inaccurate and unsupported balances due to incorrectly posted transactions
Consequently, unliquidated obligations were not managed according to requirements, and those
that were no longer needed were not identified and made available for other purposes

USAID/Mal: needs better mternal
control over recording obligations

USAID/Mali recorded an operating expense obligation for which there was no bona fide need
USAID guidance and federal regulations require that documentary evidence be maintained that
a liability exists which meets certain criteria 1n order for an obligation to have a bona fide need
and be recorded against an appropriation USAID/Mali officials stated that this may have
occurred because prior Mission officials may have attempted to avoid losing any available
funding Additionally, they stated that staff may not have been aware of the legal requirements
for obligations As a result, funds were not available for obligations for legitimate needs

Recommendation No 2 We recommend that USAID/Mal

21 deobligate $22,701 n operating expense unliquidated obligations 1dentified by
this audit as not meeting legal requirements, and

"See the next problem area for a discussion of bona fide need
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22 establish procedures to ensure that oblhigations and deobhigations are recorded
in accordance with federal law and USAID guidance

USAID/Mal: recorded an obligation for $52,250 for which there was no bona fide need The
Mission had deobligated several residual unliquidated obligations for that amount that were no
longer needed 1n 1ts fiscal year 1996 operating expense appropriation Instead of allowing the
funds to remain available for other valid purposes, USAID/Mali reobligated this amount using
a journal voucher under document No CO-688-0000-C-4283 This document, however, was for
a residential furmture order from fiscal year 1994, not fiscal year 1996 After reductions from

several subsequent expenditures and deobligations, the unliquidated obligation was reduced to a
current balance of $22,701

The original residential furniture document and its corresponding obligation were, however, left
on the books 1n fiscal year 1994 The resulting fiscal year 1996 obligation, therefore, represented
both (1) an obligation that was recorded against a fiscal year in which the legal hability was not
incurred, and (2) a double obligation that was created for the same legal Liability and recorded
simultaneously against two fiscal year appropriations

The Supplemental Appropriations Act of 1955, as amended, and USAID Financial Management
Bulletin, Part II, No 14A, "Obligation Reviews at Missions" require that documentary evidence
be maintained that a hability exists which meets one of nine criteria 1n order for an obligation
to be recorded against an appropriation These criteria are (1) a written contract, (2)
documentary evidence of loan agreement, (3) an order required by law placed with a federal
agency, (4) an order 1ssued under a law authorizing purchases without advertising meeting certain
conditions, (5) for federal assistance program funds, documentary evidence of grant or subsidy
payable, (6) Liability from pending litigation payable, (7) documentary evidence 1n support of
employment or services of persons or expenses of travel, (8) documentary evidence of services
provided by public utilities, and (9) documentary evidence of any other hability of the U S

Government  Federal regulations also require that the obligation be recorded against the
appropriation in the same fiscal year in which 1t occurred

Since the original order was a written contract, the obligation would normally fall under the first
criterion above However, because the obligation in question already existed under the same
document number 1n a different year, the obligation was a duplicate obligation and, therefore, did
not meet any of the above criteria  Also, the obligation 1n question was recorded agamnst a
different fiscal year than the fiscal year in which the hability was incurred, contrary to
regulations Therefore this obligation did not meet any of the critena that are necessary 1n order
to record an obligation, and consequently did not have a bona fide need

For prior-year funds, USAID procedures require that deobligated amounts from unhiquidated
obligations be returned to USAID/Washington However, there 1s one exception allowing
missions to retain deobligated funds State Cable 343168 dated November 11, 1993, subject
"Upward Adjustments--Prior Year Obligations” which amended USAID Handbook 19, Chapter
7 (or applicable financial bulletin), allows mussions to deobligate unneeded unliquidated



obligations and make an upward adjustment on a valid existing obhigation This can be
accomplished within the same prior-year budget allowance (budget plan code) as the obligation
account requiring upward adjustment The deobligations of the unneeded amounts and the
corresponding upward adjustment must occur within the same reporting month  Therefore,
USAID/Mali could have used the deobligations in fiscal year 1996 for other upward adjustments
on other valid documents Instead, the Mission set up an invalid obligation 1nitially arising mn
a different year to avoid returning the deobligated funds to USAID/Washington

USAID/Mali officials stated that the reason for the recording of the invalid obligation was that
the prior Mission officials may not have wanted to lose any available funding due to shrinking
budgetary support Additionally, Mission officials stated that controller staff may not have been
aware of the legal requirements for obligations at the time when the obligation was recorded

Consequently, an obligation was recorded by a journal voucher agamst an operating expense
appropriation which did not meet legal requirements, resulting 1n funds not being available for
obligations for legitimate needs

USAID/Mali needs better internal control
over forward funding of service contracts

We found eleven obligations with unliquidated balances for various types of services totalling
$130,353 for which the associated services were primarily received in the following fiscal years
and not 1n the years for which the funds were appropriated USAID/Mali officials stated that
mappropriate forward funding may have occurred because prior Mission officials may have tried
to avoid losing any available funding due to decreasing budgetary support Also, they may have
been concerned about ensuring the continuity of services across the end of the fiscal year, and
unaware of the requirements for forward funding service contracts As a result, operating
expense funds intended to be used 1n one fiscal year were used to supplement succeeding fiscal
year operating expense funds contrary to appropriations law Additionally, the Mission's reported
annual operating expenses were not accurately stated

Recommendation No 3 We recommend that USAID/Mali establish procedures to ensure
that its operating expense appropriations are funded in accordance with USAID guidance
and not used to forward fund operating expense service contracts into the following fiscal
years

USAID/Mali did not follow USAID procedures and federal law 1n forward funding operating
expense service contracts We found eleven unliquidated obligations with balances for various
types of services totalling $130,353 for which the associated services were primarily received 1n
the following fiscal years and not in the years for which the funds were appropriated The
following table summarizes our findings



Description Document No Fiscal Contract Period Contract Amount
Yerr
Burotic Services PO-688 0000-0-00-6163 96 7/1/96 to 6/30/97 $ 12880
West African Dist C0-688-000-C 00 4332 97 9/30/97 to 8/30/98 35000
S Lanabi CO-688 0000-C-00 7120 97 8/21/97 to 8/21/98 7200
EFICA CO 688 0000-C 00 7147 97 9/29/97 to 9/28/98 45 648
Prodeso PO-688 0000-E 00 7134 97 9/14/97 to 9/14/98 7 855
M Gillet PO 688 0000 0-00 7045 97 1/4/97 to 12/31/98 5,760
Tata Group CO-688 0-00-98-C-00071 98 3/1/98 to 2/28/99 2877
K Diakite CO MGT-INT 98 05 98 9/14/98 to 3/26/99 1071
DHL Services PO-688 0 00-98 00174 98 6/1/98 to 4/30/99 5455
D Sylla PO-688-E-00 98-00099 98 5/10/98 to 5/10/99 6 000
Boston Services PO-688-0-00 98 00178 98 7/20/98 to 7/19/99 607
Total $130353

As indicated above, USAID/Mali funded operating service contracts for periods mto the
succeeding fiscal years ranging from six months to 15 months Typical services included vehicle

maintenance, electrical and air conditioning maintenance on the USAID office building, language
instruction, translation services, and delivery services

The longest forward funded obligation, purchase order no 7045, actually went three months into
the second fiscal year beyond the year in which 1t was funded The fiscal year 1997 original
purchase order, which was for French mstruction for USAID employees, was mtially written
with a period of performance from January 1997 to January 1998, four months imnto the
succeeding fiscal year However, an amendment was later added which extended the purchase
order to December 31, 1998, which was three months nto the second succeeding fiscal year

Although still early 1n the fiscal year, in reviewing fiscal year 1999 operating expense funds, we

noted that no current service contracts have been forward funded by more than three months into
the next fiscal year

Federal law and USAID procedures require that contracts for recurring services be funded from
the same fiscal year's appropriation i which the services are received USAID Handbook 19,
Chapter 2 entitled "Obligation Procedures " par 2 E 2 states that funding of obligations under
operating expense funds beyond the end of the current fiscal year may be made However, they
are subject to review for bona fide needs The US General Accounting Office (GAO)
publication "Principles of Federal Appropriations Law" defines the bona fide needs rule "A
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fiscal year appropriation may be obligated only to meet a legitimate, or bona fide, need arising
in, Or In some cases arising prior to but continuing to exist in, the fiscal year for which the
appropriation was made " It further states that an appropriation may not be used for the needs
of some time period subsequent to the expiration of its period of availability In summary, an
appropriation for a given fiscal year 1s not available for the needs of a future fiscal year

Specifically regarding service contracts, the GAO states that services are generally viewed as
chargeable to the appropriation current at the time the services are rendered It states that, for
services that are continuing and recurring in nature, the services must be charged to the fiscal
year appropriation 1n which they were recerved

In addition to USAID Handbook 19, USAID/Washington has issued informal guidance on
forward funding service contracts under operating expense appropriations The guidance states
that missions may fund these types of contracts up to three months into the next fiscal year
USAID officials in Washington stated that they plan to 1ssue formal guidance n the near future

USAID/Mali believes the forward funding 1ssue may have occurred in the past because prior
Misston officials may have attempted to avoid the potential loss of any available funding due to
decreasing budgetary support Also, they may have been concerned about ensuring the continuity
of services across the end of the fiscal year Mission officials added that the problem may also
have been a result of the lack of understanding on the part of the Mission staff at the time
regarding the requirements for forward funding service contracts

The result of the above was that operating expense funds mtended under appropriations law to
be used 1n one fiscal year were used to supplement succeeding fiscal year operating expense
funds Consequently, USAID/Mali's operating expense appropriations have not been used in
accordance with appropriations law  Additionally, the Mission's reported annual operating
expenses were not accurately stated

Manacsement Comments and Our Evaluation

USAID/Mali concurred with Recommendation Nos 1, 2, and 3 The Mission stated that 1t had
already posted deobligations for three of the fiscal years in question and 1s planning to post
deobligations for the remaiming fiscal year in July for those unliqudated obligations in
Recommendation No 11 It has also begun to review the unhquidated obligations that needed
additional analysis in Recommendation No 12 For the internal control weaknesses discussed
in Recommendation No 1 3, the Mission has drafted the recommended procedures which 1t hopes
to finalize within the month Regarding Recommendation No 1 4, the Mission agreed to review
incorrectly posted expenditures during its Section 1311 review prior to September 30, 1999

For Recommendation No 2 1, USAID/Mali has deobligated the recommended unhquidated
obligation To address the internal control weaknesses discussed in Recommendation No 2 2,
USAID/Mali has drafted procedures which they hope to finalize soon

Concerning Recommendation No 3, USAID/Mali has drafted the recommended guidance but has
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not yet 1ssued 1t in final

We believe that USAID/Mali's documentation submitted with its response to the draft report
indicates that a firm management plan has been developed and partially implemented to address
the conditions discussed in Recommendation Nos 1, 2, and 3 We, therefore, consider a
management decision to have been made at this time for these three recommendations

In addition, the Mission has already deobligated the remaining unhiquidated obligation discussed

in Recommendation No 21 Consequently, we consider that final action has also taken place
at this time for Recommendation No 21

Did USAID/Mali effectively manage their vehicle maintenance contract in
accordance with the terms of the contract?

USAID/Mali did effectively manage their vehicle maintenance contract in accordance with the

terms of the agreement, except for prohibited payments made for duties and taxes which
constituted unallowable costs This 1ssue 1s further discussed 1n detail below

USAID/Mal should take measures fo minimize
pavment of duties/taxes on vehicle spare parts

The US Government discourages the payment of duties and taxes for USG-funded resources
used on development activities  Although not allowable under the Mission vehicle maintenance
contract, USAID/Mal1 paid duties and taxes amounting to an estimated $25,852 from operating
expense funds for vehicle spare parts The Mission's implementing partners using the same
vehicle maintenance contractor also paid duties/taxes of an undeterminable amount These
unallowable charges were incurred, some with Mission cogmzance, and payments made because
the Mission needed to obtain urgently needed spare parts to prevent excessive vehicle downtime
However, payments were also made which included duties/taxes, without Mission cognizance,
because the contract payments were not closely monitored for allowability As a consequence,
some USAID/Mali operating expense resources were not used as intended

Recommendation No 4 We recommend that USAID/Mah

41 develop an arrangement with the vehicle maintenance contractor to receive

a refund, or credit for the inappropnately charged duties/taxes which can be
used as an offset against future duties/taxes which may be incurred for
ordering urgently needed vehicle spare parts,

42 include a clause 1 the vehicle maintenance contract requiring the contractor
to notify USAID/Mali 1n advance n each case whereby duties/taxes are being

incurred and provide a separate accounting of duties/taxes paid for which the
charges are being passed on to the Mission, and
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43  submut a wnitten advisory to USAID/Mali implementing partners who are also
using the same vehicle mamtenance contractor to inform them of applicable
regulations and policies regarding the payment of duties/taxes

Following USAID policy to "buy America," the Mission purchased Chrysler Jeeps for the vehicle
fleet Subsequently, in 1992, USAID/Mali executed an annually renewable maintenance contract
with Chrysler-Jeep, a local vendor, and has been using the same contractor since contract
inception At that time, the Mission had twelve vehicles 1n their fleet, which increased to 14 at
the start of our audit Chrysler-Jeep 1s the only American Jeep dealership in Bamako and the
Mission vehicle fleet has consisted primarily of Jeeps due to the harsh environment and difficult
desert terrain 1n Mali

In contravention of the terms of the vehicle maintenance contract, USAID/Mali paid duties/taxes
of approximately $25,852 to the vehicle maintenance contractor (Chrysler-Jeep) during the period
1992 through 1998 The implementing partners (NGOs) also used the same vehicle maintenance
contractor and, under a similar maintenance and inventory usage arrangement, they also incurred
the payment of duties/taxes

These payments were made for two reasons First, USAID/Mali needed to obtain urgently
needed parts to prevent excessive vehicle downtime and thus, knowingly incurred duties/taxes
Secondly, USAID/Mal:i did not closely monitor payments made under this contract to assure that
all expenses were allowable and thus, unknowingly incurred additional duties/taxes

The 1nventory arrangement required the contractor to maintain, store, and provide a periodic
reporting on the inventory of duty-free parts which came with the vehicles at the time of
purchase However, other additional needed parts, not kept by the contractor for the Mission
inventory, had to be ordered by the contractor via courier service and any duties/taxes paid by
the contractor were passed on to the Mission In these cases where the parts had to be ordered,
USAID/Mali was aware of the duties/taxes being paid and accepted this situation in order to keep
Mission vehicles operating and avoid excessive vehicle downtime

However, the Mission was not aware of each circumstance in which the contractor billings
included duties/taxes, because the contractor frequently (about one fourth of the time according
to the contractor) used spare parts from his company inventory when these parts were not
available as part of the USAID vehicle inventory The contractor did not advise USAID/Malt
of these cases where they charged duties/taxes for spare parts which were extracted from the
contractor's own mnventory

We discussed the propriety of the issuance of a bill for collection to attempt to recover the
unallowable cost with the Regional Legal Advisor (RLA) The RLA's opinion was that 1t 1s not
"1llegal” to pay duties or taxes as there are those rare extenuating circumstances for doing so, but
rather 1t could be a violation of an agreement or contract such as may be the situation in our



case® The Mission vehicle maintenance agreement contains the following clause "Any tax or
duty from which the U S Government 1s exempt by agreement with the Government of Mali, or
from which the Contractor or any subcontractor under this contract is exempt under the laws of
Mals, shall not constitute an allowable cost under this contract” We discussed this contract
clause with the RLA who feels that this clause may not be applicable because, in her opinion,
the then existing bilateral agreement did not extend the exemption for duties/taxes to cover
operating expense procurement The RLA didn't think that the vehicle maintenance contract
clause was sufficient to use as criteria for the 1ssuance of a bill of collection’®

QOur discussion with the RLA was advisory and did not represent a formal opinion on which we
based our conclusions However, due to the relatively low amount of duties/taxes 1n question,
we believe that to pursue a tormal opwnion on the subject may not be feasible and would
probably exceed any benefits derived  Therefore, we are making recommendations for
USAID/Mal to address this 1ssue prospectively, and by a credit or offset arrangement with the
contractor for duties and taxes that were unknowingly paid by the Mission

We requested documentary evidence from the contractor as to the amount of duties/taxes that
they pard However, we were advised by the contractor (Chrysler-Jeep) that 1t would be very
difficult to reconstruct the amount paid from the current records and he pointed out that some
payments had been made to the Government of Mal1 (GOM) in cash We requested to review
the records ourselves to determine whether we could reconstruct the amount of duties/taxes paid
The contractor explained that they didn't really have anything that we could look at to make such
a determuination Accordingly, the audit disclosed no evidence that any duties or taxes were ever
paid to the GOM for the vehicle spare parts although USAID/Mali did reimburse the contractor
for an estimated $25,852 1n such charges during the period We decided not to request this
information from the GOM on the belief that such request either would not be accommodated
or the condition of any available records would be mnsufficient Therefore, we don't believe that
we should recommend the 1ssuance of a bill of collection to the GOM since there 1s no evidence
that they ever collected any duties or taxes for the Mission vehicle spare parts

Since the implementing partners (NGOs'®) are using the same vehicle maintenance contractor they
should be made aware of applicable regulations and policies on the issue of duties/taxes In
addition, the NGOs should take such precautions as requiring notification from the vehicle
maintenance contractor of any vehicle parts for which they will incur expenses for duties/taxes
and the NGOs should be provided with a periodic accounting of any duties/ taxes incurred and
charged The audit did not determine to what extent the NGOs incurred and paid duties/taxes

8 The bilateral agreement was signed 1 1961 and was outdated The RLA from USAID/Senegal was
vistting USAID/Mali for the specific purpose of updating this agreement

® However the RLA believes that any applicable criteria would be 1n the Vienna Convention Agreement
and one could argue that USAID 1s a part of the Embassy There also has to be the assumption that Malian law has
incorporated the Vienna Convention which the RLA believes to be the case

1% The implementing partners are Non governmental Organizations and are commonly referred to as NGOs
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for vehicle spare parts because this was outside the scope of the audit Nonetheless, this did
occur and our recommendation also addresses this situation

On another related 1ssue, the vehicle maintenance contractor was charging the Mission more (per
vehicle per year) to mamtain Mission vehicles than they were charging the NGOs The
contractor was charging the Mission some $2,708 per vehicle per year while charging the NGOs
only about $893 per vehicle per year During the audit, we inquired about the different rates
Chrysler-Jeep stated the higher per vehicle maintenance cost charged to USAID/Mali was based
on a number of factors including (1) performing more maintenance on Mission vehicles because
they were used more than the NGO vehicles and carried a higher maintenance cost, (2)
performing pre-trip and after-trip inspections which was not being done on NGO vehicles, (3)
maintaining and storing extra USAID vehicle parts which were purchased by the Mission (duty-
free) as part of a new vehicle package, (4) taking extra measures on the Mission vehicles such
as remnforcement of suspensions, etc, and (5) mamntaining an inventory system and submitting
periodic iventory status reports to USAID/Mali The Mission was unable to locate a description
of the oniginal justification for the per vehicle maintenance charge (since the annually renewable
contract was 1mtially executed mn 1992) Therefore, we think 1t 1s important to document the
justification for the vehicle maintenance charge currently being negotiated

Consequently, approximately $25,852 m Mission operating expense resources were
mappropriately and inefficiently used as a result of unallowable costs paid for duties/taxes on
vehicle spare parts Furthermore, the impact of this 1ssue extends to the NGOs that are assisting
USAID/Mali 1n the implementation of their programs who are also using the same vehicle
contractor and are also nappropriately incurring unallowable expenses for duties and taxes At
the time of the audit, the Mission was 1n the process of renegotiating 1ts contract for vehicle
maintenance and needs to spectfically document their justification for agreeing with the contractor
on an annual per vehicle charge for maintenance

Management Comments and Our Evaluation

USAID/Mali concurred with Recommendation No 4 Concerning Recommendation No 4 1, the
Mission stated that they are currently discussing with the contractor the amount of the
recommended credit or offset relating to previously paid duties and taxes For Recommendation
No 42, USAID/Mal:i has included 1n the new vehicle maintenance contract the recommended
clause concerning company inventory to be provided at a duty-free and tax-free price In
response to Recommendation No 43, the Mission has 1ssued a written advisory to the

implementing partners concerning the payment of duties and taxes under their vehicle
maintenance contracts as recommended

In summary, we consider that the documentation submutted by USAID/Mali 1n response to the
draft report indicates that the Mission has adopted an adequate plan to address Recommendation
Nos 41, 42, and 43 Therefore, we consider USAID/Mali to have made a management
decision on these three subparts of Recommendation No 4 Furthermore, we consider the action
already taken by USAID/Mal1 with respect to Recommendation Nos 4 2 and 4 3 to constitute
final action at this time
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Did USAID/Mali eftectively manage the receipt and disposition of
nonexpendable property i accordance with USAID regulations?

USAID/Mal:i did effectively manage their receipt and disposition of nonexpendable property in
accordance with regulations except for the need to develop some written procedures Such
procedures would improve internal control and reduce the opportunity for miscommunication
between the Mission and the U S Embassy General Services Officer who manages and maintains

USAID/Mali nonexpendable property under an ICASS agreement Thus 1ssue 1s discussed further
below

USAID/Mal needs to develop written procedures
to enhance control over non-expendable property

We found that some Mission nventory items were not included in the inventory data base
maintained by the Embassy General Services Officer Although the Mission executive officer
had requested that these items be included 1n the inventory data base, they were not because of
inconsistent nonexpendable property regulations between State Department and USAID

Inventory regulations for USAID requure that mventory records be kept on all accountable
property and USAID/Mali's executive officer had determined that accountability for cellular
phones and radios should be included 1n the inventory data base In addition, the lack of a joint
written policy has caused misunderstandings concerning the receipt of property in two different
receving areas As a result, USAID/Mal nternal controls over inventory need to be improved

Recommendation No § We recommend that USAID/Mali coordinate with the Embassy
General Services Officer to develop a joint administrative notice on USAID nonexpendable

property to improve coordination and ensure that all USAID property 1s inventoried as
agreed

USAID/Mali's nonexpendable property (NXP) inventory 1s managed and warchoused by the
Embassy General Services Officer (GSO) under an ICASS'' arrangement whereby USAID/Mali
pays a share of the costs The Embassy GSO proposed and removed USAID cellular phones and
radios from the non-expendable property application (NEPA) data base One of the reasons why
the NXP was removed against the wishes of the USAID GSO 1s the inconsistent inventory
requirements between State and USAID The Embassy GSO follows State Department's NXP
regulations which do not require mventorying of cellular phones and radio equipment In a
memo to the USAID executive officer, the Embassy GSO 1n Bamako stated, "the Embassy GSO
does not NEPA, track or 1ssue radio equipment for any other Agency and GSO does not receive,
1ssue, repair or replace the USAID radios This 1s handled by USAID " The Embassy GSO
further stated in the same memo to the USAID executive officer that, "This 15 a special

11 The International Cooperative Administrative Support Services (ICASS) system was wmitiated at USAID
in 1998 It replaces the Foreign Assistance Administrative Support (FAAS) system by establishing locally
empowered councils at post to manage and evaluate services Funding of local costs will be moved to post and local
mangers will retain savings as an incentive to develop cost nitiatives
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requirement which GSO will not be able to provide to USAID We are proposing to remove
these 1tems from our NEPA records effective with this year's inventory The total number of
items 15 42" The audit testing revealed that some of these particular inventory items had already
been removed at the time of our audit

According to 6 FAM 224 1-1, inventory records must be kept on all accountable property and
all capitalized property whenever such property 1s titled with or 1s 1n the custody of USAID
Further, according to 6 FAM 2237 on Warehousing and Storing Property, the property
management officer (PMO) shall establish conditions to provide for an efficient, secure, and
economical warehousing operation Where 1t 1s necessary to store and warehouse property at the
establishment abroad, the PMO shall implement an efficient and economical warehousing
program with written procedures for handling and storing property

At the time of our audit, the Mission had not developed written procedures concerning its
nonexpendable property Since the Mission NXP 1s managed by the Embassy GSO under an
ICASS arrangement, we believe 1t 1s appropriate for the two parties to jointly develop some type
of joint administrative notice or guidance that will identify which USAID NXP will be subject
to the NEPA 1nventory process and which will not Such guidance should also specify any other
pertinent and necessary coordinating procedures between the USAID executive officer and the
Embassy GSO to be followed 1n the process of receiving, transferring, or disposing of USAID
NXP

On another related control 1ssue, the USAID NXP reception area was not fully centralized at the
Embassy GSO recerving site, and some USAID NXP items such as office computers, were
received at a separate receiving area at the USAID Mission According to 6 FAM 223 2 on,
"Receiving Areas," the receiving activities of each establishment abroad shall be centralized
However, the PMO’s designation of a central recerving area does not preclude receiving and
inspection at other areas When sub-recerving areas are designated, written operating procedures
shall include a method of informing the central receiving area of all receipts The audit did not
disclose any written procedures to this effect and under the present ICASS arrangement, such
procedures should be developed and formalized jointly between the Embassy GSO and the
Mission

USAID/Mali has 1ssued Mission Notice No 91-051 dated June 26, 1991 on "New Policy on Non-
Expendable Property Transfer" which relates to the physical movement of NXP This Notice
should be considered 1n the development of any new policies on NXP

Management Comments and Qur Evaluation

USAID/Mal1 concurred with Recommendation No 5 The Mission has requested the Embassy
GSO to develop a joint administrative notice on handling nonexpendable property The
documentation submutted by USAID/Mali indicates that the Mission has developed a plan to
address the recommendtion  Consequently, we consider USAID/Mali to have made a
management decision at this time on Recommendation No 5
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SCOPE AND
METHODOLOGY

Scope

We audited USAID/Mali's management of funds available for operating expenses 1n accordance

with generally accepted government auditing standards We conducted the audit from February
23, 1999 to March 19, 1999 at USAID/Mali's office in Bamako, Mali

For unhiquidated obligations, we audited a judgmental sample of 52 transactions as of February
1999 for fiscal years 1994, 1996, 1997, and 1998 There were no remaining unliquidated
obligations prior to fiscal year 1994 and none i fiscal year 1995 We selected nothing 1n fiscal
year 1999 because we believed that it was too early 1n the year for a review to be of value
Unhquidated obligations reviewed totaled $352,790 $54,597 from fiscal year 1994, $34,495
from fiscal year 1996, $82,434 from fiscal year 1997, and $181,264 from fiscal year 1998 This
sample represented 13 percent of the total dollar value of all remaining unliquidated obhigations
1n fiscal years 1994 through 1999 at the time of our fieldwork The sample error rate, those
recommended for deobligation, represented 53 percent of the sample dollar value

We limited our conclusions to the items tested, we did not project the results of our tests to the
umiverse of all unliqudated obligations, or nonexpendable property receipts and dispositions
Since our sample of unliquidated obligations was judgmental and designed to select only those
documents that had unliquidated obligations that appeared to be unneeded or 1nvalid, we believe
that the sample error rate 1s higher than the population error rate For this reason, we determined
that the error rate in the sample should be at least 25 percent of the sample before determining
that USAID/Mal1 did not manage 1ts unhquidated obligations adequately Since the sample error

rate was more than 25 percent, we concluded that the Mission did not manage 1ts unliquidated
obligations according to requrements

On a judgmental sample basis, we tested 55 transactions from 13 receiving reports relating to the
receipt of nonexpendable property items that occurred during fiscal years 1997 and 1998 We
established a 10 percent error rate threshold and from our test results, we concluded that

USAID/Mali did effectively manage 1ts receipt of nonexpendable property with the exception of
the internal control weakness described 1n this report

On a judgmental sample basis, we tested the authorizing documentation for 61 of the 127 lots
of nonexpendable property disposed during fiscal years 1997 and 1998 We established a 10
percent threshold and from our test results, we concluded that USAID/Mali did effectively
manage 1ts disposition of nonexpendable property



Appendix 1
Page 2 of 2

For the vehicle maintenance contract, we reviewed the requirements and accomplishments of the
contract and estimated the amount of duties and taxes that were paid for the entire period of the
contract which was executed 1n October 1992 until September 1998 We did not test the contract
on a sample basis and thus no sampling threshold was established As described 1n detail in this
report, we concluded that USAID/Mali did effectively manage 1ts vehicle maintenance contract
with the exception of the payment of duties and taxes

We did not attempt to verify (1) the overall reliability of the computer generated data in
USAID/Mali's Mission Accounting and Control System which was used to 1dentify unliquidated
obligations as well as the transactions affecting these obligations, or (2) the overall rehiability of
the GSO Embassy data base which maintains the nonexpendable property transactions for
USAID/Mal

Methodology

To accomplish our audit objectives, we (1) interviewed cognizant officials, (2) reviewed
applicable policies and procedures, and (3) assessed internal controls and the risk exposures
relating to the effective management of operating expenses for unliquidated obligations, the
vehicle maintenance contract, and the receipt and disposition of nonexpendable property

The audit included an analysis of the Section 1311 review sheets as well as obligating documents,
contracts, purchase orders, vouchers, and mnvoices to determine whether unliquidated balances
were valid, funds could be deobligated or decommutted, and if data in the MACS reports were
accurate and updated

To determine the validity of unliquidated obligations for operating expenses, we obtained
computer generated reports from USAID/Mali's Mission Accounting and Control System For
each unliquidated obligation reviewed, we compared amounts in summary reports to detailed
transaction information 1n hiquidation reports For unliquidated obligations with partial payments
against them, we traced the selected transaction information in the liquidation reports to the
obligating documents to determune if the amounts paid were authorized by the obligating
document In some cases, we traced the transactions back to the payment files or the
procurement files to verify the accuracy of the hiqudation transactions When necessary, we
determined whether services or items ordered were received, whether the transaction was
complete, and whether any further charges might be expected Based on these analyses, we
concluded that either the unliquidated obligations were needed, or recommended full or partial
deobligation

In addition we obtained a management representation letter from cognizant Mission officials
contamning essential assertions relating to our audit objectives

)9



Appendix II

Page 1 of 3
19 d 6 CESECT CIT <1 T 6651-37-
USAID
XXX
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Muors Maly o Aud

Sulv 15 1999

fo Mr Henry llarrert, RIG/Dakar
I rom  1'aul Tuchner Acting Mission Dirvetor

Qubject Draft Audit of USAID/Mal: s Operating Lapenses

We have vompleted our review of the drafl audit report prepared by your statt ot USAID‘M1h < Operating,
Expenses  This memorindum s the Mission s management response to the drall report

Recommendation Number T We recommend USALD Mah

1 1 deohhyate the $197 892 in aperating expense unhiqudated obligtions identiticd an this
report

17 ohtan wdequate documentation or deobligate us appropriate the 29 148 m operating

Lxpenses unliquidated obligations identifizd i this repart for which we could not find
adequate suppaort

establish procedures to ensure that (2} Scetion 1311 reviews are performed in accordance with
Iederal law pnd USALD gwidance (b) there 1s effective conrdination butween and tollow up
by the Controller s Office und the Executive Office regarding the stirus of unhiqmdnted
ubligations and (c)expenditures are recoided agamst the appiopnate abligations snd

review mncorrectly posted expenditures wdentificd m this report and moke approprinte adjusting,
atries to both the expenditures and the related unliquidated abhipations

A journal voucher has been prepared and posted to MACS to deabligate Y 93 +Y 96 and 1 Y %7 unounts
recommended for deobhgation in the audit report. Fiscal Year 98 amounts recommended for deobluy, 1tion
will be dewbligated n July  This action has been delayed pending piyment of retroactive salarnies o FSN
based on a revision to the FSN compensation plan - A copy of the IV for the deobligations posted to dare 15
rtached for your file In additon the Missian has reviewed those unhiquidated balanwes in 1Y 96 1Y 97
and FY 98 wher additional analysis was recommended and has taken action to deabhipate those balances
no longer required  Remamming bulances will be reviewed agaun prior to Septemyber 30 1999 and
deobligations mde as appropriate Once the FY 98 balancus have beun reviewed and deoblipated the
Missiun will request elosure of recommendations § 1 and | 2

The musston has drafted procedures to ensure a comprehensive 1311 Review 1s conducted at least annulty
A copy of this draft procedure s attached for your file  The drafl procudure requires coordination butween
OFM and EXO personnet  Further the procedure requires ench payment file to be reviewed and
recanciled ta MACS at ime of deobhigation  Thas proccdure will b Linaficed this month Onee final

provedure has heen 1scued a copy will be provided and the Missian will request closure ol recummend taen
[ BB}

pEST AVAILABLE COPY
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The mission agrees to review incorrectly posted expenditures dentified 1n the draft report and make adjustments as
required  This review has not taken place but will be completed as part of the FY 99 1311 Review Adjustments wilt
be posted to MACS prior to September 30 1999 Mission will provide copies of journal vouchers to support
adjustments and request closure at that tume

Accordingly Mission requests RIG/Dakar consider recommendation number | resolved
Recommendation Number 2 We recommend that USAID/Mali

21 deobligate $22 701 in operating expenses unliquidated obligations 1dentified by this audit as not
meeting legal requirement and

22 establish procedures to ensure that obligations and deobligations are recorded 1n accordance with
federal law and USAID gudance

An amount of $22 701 37 was deobligated by USAID/Mali m Apnil 1999 A copy of the journal voucher 1s attached
for your file Accordingly the Mission requests RIG/Dakar close recommendation number 3 1

Draft 1311 gwidance has been prepared as discussed above to address the concemns raised in recommendation number
22 The Mission requests RIG/Dakar consider recommendation number 2 2 resolved The Mission will request closure
upon 1ssuance of this guidance in final

Recommendation Number 3 We recommend that USAID/Maly establish procedures to ensure that its operating
expense appropriations are funded in accordance with USAID guidance and not used to forward fund operating expense
service contracts nto the tollowing fiscal year

The Misston has dratted guidance for forward funding of operating expense obligations A copy of the guidance 1s
attached for your file The Mission requests RIG/Dakar consider recommendation number 3 resolved Closure will
be requested upon 1ssuance of guidance 1n final

Recommendation Number 4 We recommend that USAID/Mali

41 develop an arrangement with the vehicle maintenance contractor to recetve a refund or credit for
the mappropriately charged duties/taxes which can be used as an offset against future duties/taxes
which may be mcurred for ordering urgently needed vehicle spare parts

42 include a clause in the vehicle maintenance contract requiring the contractor to notify USAID/Mali
tn advance in each case whereby duties/taxes are being incurred and provide a separate accounting
of duties/taxes paid for which the charges are being passed on to the Mission and

43 submit a wnitten advisory to USAID/Mali implementing partners who are also using the same
vehicle maintenance contractor to inform them of applicable regulations and policies regarding the
payment of duties/taxes

The Mission has discussed with the local Chrysler Jeep dealer the issue of crediting USAID for duties/taxes charged
The vendor and USAID have not come to agreement on the actual amount of credit or otfset due the Mission We are
continumg to work with the vendor to reach an agreement Accordingly the Mission requests RIG/Dakar consider
recommendation number 4 1 resolved Closure will he requested once final agreement 1s reached with the vendor

The new contract with Chrysler-Jeep mncludes a provision for all spare parts to be provided trom company ventory

as the duty-free tax free price  The Mission will on an annual basis tssue the exoneration documentation required by
the vendor to replace the parts provided [n emergencies where parts will be brought in by courter the contractor will
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notity USAID of anv duties to be paid and will account for these separately The new contract 1s effective June 1
1999 Bases on this action the Misston requests RIG/Dakar close recommendation number 4 2

The Misston has discussed with the local Chrysler Jeep dealer the issue of crediting USAID for duties/taxes charged
The vendor and USAID have not come to agreement on the actual amount of credit or offset due the Mission We are
continuing to work with the vendor to reach an agreement Accordingly the Mission requests RIG/Dakar consider
recommendation number 4 1 resolved Closure will he requested once final agreement 1s reached with the vendor

The new contract with Chrysler Jeep includes a provision for all spare parts to be provided from company-inventory
as the duty free tax tree price The Misston will on an annual basis issue the exoneration documentation required by
the vendor to replace the parts provided In emergencies where parts will be brought in by courier the contractor will
notity USAID of any duties to be paid and will account for these separately The new contract 1s etfective June 1
1999 Bases on this action the Mission requests RIG/Dakar close recommendation number 4 2

A written advisory regarding payment of duties and taxes has been 1ssued to Misston implementing partners using the

local Chrysler-Jeep dealer for service A copy of this advisory 1s attached Based on this action the Mission requests
R1G/Dakar close recommendation number 4 3

Recommendation Number 5 We recommend USAID/Mali coordinate with the Embassy General Services Officer

to develop a joint administrative notice on USAID nonexpendable property to improve coordination and ensure that
all USAID property 15 inventoried as agreed

USAID has requested the Embassy GSO develop a joint administrative notice on handling ot USAID/NXP The
Mission has assured the GSO our full cooperation in both developing and enforcing this notice A copy of the
memorandum from the Mission EXO to the GSO requesting this notice be developed 1s attached for your file

Accordingly the Misston requests RIG/Dakar consider this recommendation resolved Closure will be requested upon
1ssuance ot the joint admunistrative notice

[ would like to take this opportunity to thank you for the collaborative style in which your staff approached this audit
assignment By working closely with Misston personnel and maintaining regular communtcation regarding findings
the audit has provided Mission Management with a usetul report and constructive recommendations 1mplementation
of which will result 1n more ctfuctive management of our limited Operating Expense resources
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Schedule of Unhqndated Obligations

Recommended for Deobligation

Document No Fisel Year Amount Not Needed
CO 688 0000 C 00-4283 94 $ 5459719
JV 688 96 318 96 138671
PO-688 0000 O 00 6163 96 1535 60
TA 688 96 013 96 368821t
CO 688 0000 C 00 7044 97 1954 31
CO 688 0000 C 00 7120 97 657736
CO 688 0000 C 00 7147 97 615634
PO 688 0000 E 00 708> 97 190555
PO 688 0000 E 00 7149 97 2065599
PO 688 0000 O 00 7045 97 327344
PO 688 0000 O 00 7072 97 1294335
PO 688 0000 O 00 7135 97 655 36
RO 97 Worksheet 97 2054275
TA 688 97 107 97 105775
TA INDO 97 089 97 24918
688 O 00 98 00142 01 98 193080
CO 688 0000 C 00 7147 98 1537023
CO 688 C 00 98 00216 98 46422
LE 95 007 98 218100
LE 98 007 98 354500
PO 688 E 00 98 00259 98 278553
PO-688 O 00 98 00055 98 193116
PO 688 O 00 98 00086 98 6036 56
PO 688 O 00 98 00090 98 83351
PO 6388 O 00 98 00143 98 267800
RO 98 Worksheet 98 41816
RO 98 Worksheet 98 792432
RO 98 Worksheet 98 1431044
TA 688 98 095 98 791892
TA 688 98 132 98 38503
Total 518789200
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Schedule of Unhquidated Obligations
Recommended for Additional Analysis

Document No Fiscal Year Unhquidated Amount
PO 688 0000 O 00 6161 96 598300
TA 651 6300 96 420000
PO 688 0000 O 00 7012 97 29500
PO 688 0000 O 00 7106 97 550140
PO 688 0000 O 00-7110 97 1085 00
TA 688 97 014 97 306300
TA 688 97 07> 97 502829
TA-688 97 111 97 108029
TA 688 97 102 97 168500
PO-688 O 00 98 00017 98 2148 00
PO 688 O 00 98 00288 98 119100
TA-688 98 082 98 288759
Total $29 148 00

Appendix III
Page 2 of 2



