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UNITED STATES OF AMERICA 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

OFFICE OF THE REGIONAL INSPECTOR GENERAL FOR WEST AFRICA 

UNITED STATES ADDRESS 
RIG I DAKAR 

AGENCY FOR INTERNATIONAL 
DEVELOPMENT 

WASHINGTON DC 20521 - 2130 

Memorandum 

August 13, 1999 

To James Hradsky, DIrector, USAIDlMah 

From 

Subject 

Henry L Barrett, RlGlDakar Pi *~ 
Audit of USAIDlMah's Operatmg Expenses, 
Audit Report No 7-688-99-004-P 

INTERNATIONAL ADDRESS 
RIG/ DAKAR 

cr AMERICAN EMBASSY 
B P 49 DAKAR SENEGAL 

WEST AFRICA 

ThIS memorandum IS 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 mcluded m theIr 
entIrety m AppendIx II 

ThIS report contams five recommendatIOns, three recommendatIOns concern the management of 
funds avaIlable for operatmg expenses, one recommendatIOn concerns vehIcle mamtenance, and 
one recommendatIOn addresses the management of nonexpendable property From the 
documentatIOn that you submItted m 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 2 1, 42, and 4 3 For the remammg 
recommendatIOns aWaItmg final actlOn, the USAID Management Bureau's Office of Management 
Planmng and InnovatIOn wIll be responsIble for decIdmg when final actIon has taken place 

I appreciate the cooperatIOn and courtesy extended to my staff dunng the audIt 
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II EXECUTIVE SUMMARY 
II 

Backglouod 

The UnIted States Agency for InternatlOnal Development (USAID) receIves a separate 
appropnatlOn to cover Its annual operating e'<penses (OE) Operatmg e'<penses represent salanes, 
benefits and support costs of all U S and foreIgn national personnel Support costs mclude 
allowances, travel, transportatlOn, housmg, and office expenses For fiscal years endmg 1997 and 
1998, USAIDllVIali had total annual authonzed levels of$2,953,100 and $3,815,670 respectIvely 
In operatIng expense funds 

SectIon 1311 of the Supplemental AppropnatlOns Act of 1955, as amended, reqUlres a penodlc 
reVIew of unitquldated obitgatlOns to determine whether obltgatlOns continue to remam valId 
If obitgatlOns do not contmue to remain valtd, the funds should be deobhgated In a tImely 
manner USAID has estabhshed poitcles to thIS effect which are used as cntena In thIS report 
for auditing the unliqUidated obhgatlOns of the NhsslOn's operatmg expenses 

USA.IDlrvlah's nonexpendable property (NXP) Inventory IS managed and warehoused by the U S 
Embassy General Services Officer (GSO) under the International CooperatIve AdmInistrative 
Support ServIces (ICASS) system ThiS IS an arrangement whereby USAIDlMah pays a share 
ot the U S MlsslOn support costs and thiS system was initiated at USAID In 1998 

To maIntam and servIce the MISSion vehIcle fleet, USAIDllVIah contracted wIth a local vehicle 
dealershIp The arrangement reqUIred the contractor to proVide a broad range of mamtenance, 
warehousmg, accountmg, control and dehvery of vehIcle maintenance services to the USAID 
MISSion In Bamako (See page 1) 

Summary of Audit Fmdmgs and RecommendatIOns 

The audIt tound that USAIDllVIah dId not effectively manage ItS funds avaIlable for operating 
expenses m accordance WIth USAID regulatIons The MISSion should take speCIfic action to 
correct problems related to the management of ItS unliqUidated obligatIOns control over the 
recordmg of Its obltgatlOns and forward fundmg of Its servIce contracts 

Regardmg vehIcle mamtenance the audIt found that USAIDlMah effectIvely managed their 
vehicle mamtenance contract m accordance With the terms of the agreement except for prohibIted 
pay ments made for duties and ta'(es whIch were conSIdered unallowable costs AdditIOnally 
USAID/Mall effectively managed their receipt and dlsposltlOn of nonexpendable property In 
accordance With regulatlOns e'(cept for the need to develop some wntten procedures Jomtly With 
the U S Embassy 



USAID/Malt did not Identify and deoblIgate, In a timely manner unneeded unlIqUIdated 
oblIgatIOns funded for operating expenses as reqUIred by federal law and USAID procedures 
This occurred because USAIDlMah 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 obltgatlOns were not 
managed according to reqLllfements, and those that were no longer needed were not IdentIfied and 
made availab Ie for other purposes The audit recommends (I) deob ligatIng $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) 

USAIDlMah recorded an operatIng expense obligatIOn whIch did not meet the reqUIrements 10 
USAID gUidance and federal regulatIOns that are necessary before an oblIgatIOn can be recorded 
USAIDll'vfalI offiCials stated that thIS may have occurred because pnor MISSion offiCials may have 
attempted to avoid losmg any available fund10g and may not have been aware of the legal 
requirements for obligatIOns As a result, funds were not available for obltgatlOns for legitimate 
needs The audit recommends deobhgatlng the remaining obligatIOn ot $22,701 and establish10g 
procedures to ensure compliance With federal laws and USAID gUidance (See page 7) 

The audit found eleven oblIgations With unliqUidated balances for vanous types of services 
totalling $130,353, for which the associated servIces were pnmanly received 10 the follOWing 
fiscal years and not 10 the years for which the funds were appropnated USAIDlMaII offiCials 
stated that thIS may have occurred because pnor MISSion offiCials may have tned to aVOid 10s1Og 
any available fund10g due to decreas10g budgetary support Also, they may have been concerned 
about ensunng 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, operat1Og expense 
fund::. Intended to be used In one fiscal year were used to supplement succeed10g fiscal year 
operat1Og expense funds contrary to appropnatlOns law AdditIOnally, the l'vlIsslOn's reported 
annual operat1Og expenses were not accurately stated The audit recommends establIsh10g 
procedures to prevent recurrence (See page 9) 

The U S Government discourages the payment of duties and taxes from fund10g Intended for 
development actiVities Such costs are conSidered as unallowable under the MIssIon vehIcle 
ma10tenance contract However, USAIDlMah paid dutIes and taxes estimated at $25,852 from 
operat1Og expense funds, 10 addition to Implementing partners who paId an undeterm10ed amount 
Some unallowable charges were 10curred With MIssIon cognIzance, whde some were paid Without 
MISSIon cognIzance, because the contract payments were not closely mOnItored for allowablhty 
The audit recommends (1) develop1Og an arrangement With the contractor for USAIDlMali to 
receive credit or an offset for duties/taxes unknow1Ogly paid by the MISSIOn (2) notIfY1Og 
USAID/Mah whenever duties and taxes need to be 10curred to purchase vehicle spare parts and 
(3) submltt10g a wntten adVisory to the ImplementIng partners to Inform them of applIcable 
regulations regardIng duties and taxes (See page 12) 

us i\IDll'vfah did effectively manage their receIpt and diSpOSItIOn of nonexpendable property In 

accordance With regulations except for the need to develop some wntten procedures Jo1Otly WIth 
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the U S Embassy Such procedures would Improve mternal control and reduce the opportumty 
for nllscommumcatiOn between the MIssIon and the U S Embassy General ServIces Officer who 
manages and mamtams USAID/MalI nonexpendable property under an ICASS agreement The 
audIt found that some MIssiOn mventory Items were not mcluded m the mventory data base 
Although the e'\.ecutive 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 reqUlre that mventory 
records be k.ept on all accountable property and USAID/Mah's executIve officer had determmed 
that accountabIlIty for cellular phones and radiOs should be Included In the Inventory data base 
In addItiOn, the lack of a JOint wrItten polIcy has caused minor mIslmderstandmgs concernmg the 
receIpt of property m two dIfferent receIvmg areas The audit recommends that mternal controls 
over mventory be Improved (See page 16) 

Management Comments and Our EvaluatIOn 

USAID/Mah generally agreed WIth the findmgs m the report and has begun to respond to the 
recommendatiOns As of the date of thiS report, USAID/Mah has already submItted 
documentatiOn demonstratmg that they have desIgned and partIally Implemented plans to address 
all of the recommendatiOns m the report We, therefore, consIder that the MISSIOn has made 
management decIsIOns on all of the five recommendatIOns 

In addition, USAID/Mah has also completed the planned actIOns for one subpart of the 
recommendatiOn concermng the recordmg of obhgatIOns and two subparts of recommendatIOn 
addressmg the management of the vehIcle mamtenance contract We, therefore, consIder that 
USAID/Mah has taken final actIOn at thIS time on these three recommendatIOn subparts Or -/4.e~~ ~~~ 
Office of the Inspector General 
August 13, 1999 
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II 
INTRODUCTION 

II 

Background 

The Umted States Agency for InternatIOnal Development (USAID) receIves a separate 
appropnatIOn to cover Its annual operatIng expenses (OE) Operating expenses represent salanes, 
benefits, and support costs of all U S and foreIgn natIonal personnel Support costs Include 
allowances, travel, transportatIOn, hOUSing, and office expenses 

In recent years, OE annual appropnatIons have come under mtense 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 mISSIOns and offices Consequently, 
USAID/MalI had recently assumed accountIng responSIbIlItIes for other USAID actIVItIes, along 
WIth reCeiVing Increased fundIng from 1997 to 1998 to accompany Increased responsIbIhties 
AddItIOnal actIVItIes Include Chad, NIger, BurkIno Faso, and Cote d'IvOlre For fiscal years 
ending 1997 and 1998, USAID/Mah had total annual authonzed 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 Appropnations Act of 1955, as amended, and are also covered In more detaIl by 
USAID gmdance ThIS gmdance reqUIres a penodic reVIeW of unlIqmdated obhgatIOns to 
determme whether oblIgatIOns continue to remaIn valId If oblIgatIOns do not continue to remain 
vahd, the funds should be deobhgated In a tImely manner To accomplIsh thIS, USAID has 
establIshed polIcy requmng (1) continUOUS and year-end reVIews ofunhqmdated obhgatIOns for 
both current and pnor 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 ItS operatIng expenses, USAIDlMalI's nonexpendable property (NXP) Inventory IS 
managed and warehoused by the Embassy General ServIces Officer (GSO) under the InternatIOnal 
CooperatIve AdmimstratIve Support ServIces (ICASS) system Imtmted at US AID In 1998, the 
system reqUIres USAID/Mah to pay a share of the U S MISSIOn support costs thereby replaCIng 
the prevIOUS ForeIgn ASSIstance AdmInIstratIve Support (F AAS) system It establIshes locally 
empowered councIls to manage and evaluate servIces and moves fundIng of local costs and 
potentml savIngs to post as an InCentIve to develop cost ImtIatives 

USAID/Mah was contracting WIth a local vehIcle dealershIp to maintain and servIce the MISSIOn 
vehIcle fleet The arrangement reqUIred the contractor to prOVIde a broad range of mamtenance, 
warehOUSIng, accountIng, control and dehvery of vehIcle maIntenance servIces, as well as 



penodlc reportmg on the Inventory of duty-free parts PenodIcally, USAID/Mah knowIngly 
mcurred costs for duties and taxes to specIally order needed spare parts through the contractor 
m order to keep all vehiCles In runmng order 

Audit Objectives 

As a result of decIsIOns made by OIG/Washmgton, RIG/Dakar needed to adjust ItS annual audIt 
plan and a mutual decIsIOn was made to perform an audIt of USAID/Mah's OperatIng Expenses 
AccordIngly, the Office of RegIOnal Inspector General/Dakar audIted USAID/Mah to answer the 
folloWIng questIOns 

Did USAIDlMah effectIvely manage funds aVaIlable for operat1Og expenses 10 accordance 
wIth USAID regulatIOns? 

Did USAIDlMah effectIvely manage the vehIcle ma10tenance contract 10 accordance wIth 
the terms of the agreement? 

Did USAIDlMah effectIvely manage the receIpt and dIsposItIon of nonexpendable property 
10 accordance wIth USAID regulatIOns? 

AppendIx I descnbes the audIt's scope and methodology 
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REPORT OF 
AUDIT FINDINGS 

Did USAIDINlali effectively manage funds available for operating expenses 
III accordance wIth USAID regulatIOns? 

USAID/Mah dId not effectIvely manage Its funds avarlable for operatIng expenses In accordance 
WIth USAID regulatIOns The audIt found that USAID/Mah should take specIfic actIOn to correct 
problems related to the management of unlIqUIdated oblIgatIOns, control over the recordIng of 
obhgatIOns, and forward fundIng of serVIce contracts These Issues are dIscussed In detarl below 

USAIDlMah needs to Improve Its 
management of unhqUIdated oblIgatIOns 

USAIDlMah dId not Identlfy and deoblIgate, In a timely manner, unneeded operatIng expense 
unlIqUIdated oblIgations Federal law and USAID procedures reqUIre penodic reVIews of 
unlIqUIdated oblIgatIOns to IdentIfy funds whIch need to be deobligated ThIS occurred because 
USAIDlMalI dId not (l) 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 IdentIfied and made avarlable for other purposes 

Recommendation No 1 We recommend that USAIDlMalI 

1 1 

12 

13 

deobhgate the $187,892 m operatmg e'(pense unhqUIdated oblIgations 
IdentIfied m thiS report, 

obtam adequate documentation, or deobhgate as appropnate, the $29,148 m 
operatmg expense unhqUIdated oblIgatIOns Identified III thiS report for whIch 
we could not find adequate support, 

establIsh procedures to ensure that (a) SectIOn 1311 reviews are performed 
III accordance wIth federal law and USAID gUIdance, (b) there IS effectIve 
coordmatlOn between, and follow-up by, the Controller's Office and the 
EucutIve Office regardmg the status of unlIqUIdated oblIgatIOns, and (c) 
expendItures are recorded agamst the appropriate obhgatIons, and 
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1 4 revIew Incorrectly posted expendItures IdentIfied In this report and make 
appropriate adjustIng entrIes to both tht.. expenditures and the related 
unliqUidated obhgatlons 

USAID/Mah dId not IdentIfy and deobhgate, In a timely manner, unliqUidated oblIgatlOns for 
operatIng e'Cpenses whIch were no longer needed for the purposes for whIch the oblIgations were 
OrIgInally made We found that $187,892 of unlIqUldated obhgatlOns 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 
documentatlOn to support the oblIgatlOns These obhgatlOns need to be further analyzed to 
determIne theIr propnety and deoblIgated If they are no longer needed The results of our sample 
are set forth In the table below IndIvIdual unhqUIdated obhgatlOn documents recommended for 
additlOnal analYSIS and recommended for deobhgatlOn can be found 10 AppendIX III 

FISC II Ye Ir Unhqun)lted llnhqUld'ited Recommlndld for Recommended for 
of Obhg'ltlOns at Obhgatlons Audited AdditIOn II An IIYSIS DlObhg'ltlOn 

ObligatIOn Febru'lry 1999 

1994 $ 54597 $ 54,597 0 $ 54,597 

1995 0 0 0 0 

1996 181043 34,495 5,183 6611 

1997 236234 82434 17,738 57971 

1998 871 598 181,264 6227 68,713 

1999 1,349,332 0 0 0 

Total $2,692804 $352,790 $29 148 $187,892 

Federal law and USAID procedures reqUlre that unhqUldated obhgatlOns be revIewed penodically 
to IdentIfy funds whIch need to be de oblIgated SectIon 1311 of the Supplemental AppropnatIOns 
Act of 1955, as amended (TItle 31 US Code SectlOns 1108, 1501, 1502), descnbes the federal 
reqUIrements for the reVIews 

USAID gUldance IS contaIned 10 FInanCIal Management BulletIn, Part II, No 14A entItled 
"OblIgatIon ReVIews at MisslOns" ThIS bullet10 reqUlres that SectlOn 1311 reVIews be 
documented and that an "audIt traIl" be mamtamed to eVIdence the steps taken to venfy the 
vahdity 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 oblIgatlOn A reVIewer of these work papers should be able to 
conclude that a thorough reVIew of each unhqUldated oblIgation or commItment was conducted 
SupportIng documentatIOn and work papers from prevlOus reVIews can form the baSIS for the 
subsequent reVIews for accounts that contInue to remam open wIth unlIqUIdated balances 
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The SectlOn 1311 review IS a JOInt e'(erClse, ImolvIng the miSSlOn controller, operatIng e'(pense 
accountants and finanCIal analysts, project/program officers, e'(ecutIve officers and the responsIble 
contractIng officers At the time of partIal hqUldatlOn, the aSSigned accountant must ascertaIn 
from the designated project or other admInistrative officer that the remaInIng unlIqUIdated 
obltgatlOn balance remaInS valId Pnor to fiscal-year end, an Intensive review of all unlIqUIdated 
oblIgatIons must be done for both the open year appropnatlOn, as well as closed years 

We found three pnmary causes leadmg to the retentlOn of unneeded unhqUldated oblIgatlOns 
(1) Inadequate SectlOn 1311 reViews, (2) lack of coOrdInatlOn between the controller's office and 
the e'(ecutlve office, and (3) mcorrectly posted expendItures 

Section 1311 RevIew", USAID/Mah did perform some SectlOn 1311 reVIews WhIch 
supported the certIficatIon of Its September 30, 1998 balances and resulted In subsequent 
deobhgatlOns, however, these reVIews dId not meet USAID reqUIrements In two respects (1) 
these SectlOn 1311 reVIews were not documented WIth work papers and, (2) they were not 
performed With the reqmred frequency and thoroughness 

For fiscal years 1994 to 1998, we found no work papers or audIt trat! eVIdenCIng the steps taken 
to venfy the validIty of unhqmdated obhgatIOns For the obhgations 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 dunng our field work to research each oblIgatlOn to 
determIne whether It was stlll needed 

Smce September 1998, one SectIon 1311 reVIew had been done Completed In February 1999, 
thIS reVIew was lImIted to obhgattons made In fiscal year 1999 only and covered no pnor years 
In September 1998, some deobhgatIOns for fiscal years 1997 and 1998 were reVIewed, but no 
other pnor years were done Also, work papers were not retaIned to support the remaInIng 
unhqmdated oblIgatIOns 

The unlIqmdated oblIgatIOns that we found to no longer be necessary could have been IdentIfied 
and deoblIgated much earher had USAID/Mah conducted ItS reVIews In accordance WIth USAID 
gmdance and federal law USAID/Mah should establish controls to ensure that SectIOn 1311 
reviews are done WIth the reqmred frequency and documentatIOn 

Controller's Office and Executive Office CoordmatIOn We found a lack of 
coordInatIon between the executIve office and the controller's office In the management of certaIn 
purchase orders and contracts Our sample contaIned several cases In whIch the ongmal orders 
for goods or serVIces were eIther cancelled or substantially changed In one case, m whIch an 
order was cancelled, the executIve office prepared a memo notlfymg the controller's office of the 
cancellatIOn I, but the controller's office dId not follow up on the cancellatIOn and deobhgate the 

IDocument no PO-688-0 00-98 00143 was oblIgated for $2 678 to purchase and Install shelVing for the 
USAID office building 
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balance In another case, we could not find correspondence from the executIve office to the 
controller's office notlfymg the accounting staft of changes to the ongmal oblIgatIon2 

An addItional problem occurred when final payments were made that were less than the 
remmmng unlIqUIdated oblIgatIOn We found several examples of thIs problem whIch left 
remmmng unhqUIdated balances that were no longer needed] In order to properly manage 
unlIquIdated obhgatIOns, USAID/MalI needs to establIsh better controls for coordmatIOn between 
the executIve and controller's office The executIve office should ensure that the accountmg staff 
IS notIfied when a final payment or change m the ongmal order IS made The controller's office, 
m tum, must also ensure that these notIficatIOns are processed m a tImely manner 

Incorrectly Posted ExpendItures We noted several unhqUIdated obhgatIOns agamst 
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 agmnst other oblIgations For example, 
m the guard serVIces contract4

, there were numerous expendItures that were recorded for such 
thmgs as filmg boxes, magazme subscnptIOns, computer repmrs, and petty cash expendItures 
Although there was a petty cash obhgatIOn that had been made for thIs type of e'Cpenditure, these 
expendItures were stIll recorded agamst the guard serVIces oblIgatIOn 

AddItIOnally, we found another type of mcorrectly posted expendIture m the form of collectIOns 
CollectIOns represent a negatIve obhgatIOn and result m an mcrease m the unlIqUIdated balance 
For an oblIgatIon entItled admm supphes5

, $6,805 was ongmally oblIgated, but no expendItures 
were recorded agamst It However, two reImbursements for a total of $1,119 were subsequently 
processed agamst It, leavmg an unhqUIdated balance of $7,924, whIch IS larger than the ongmal 
obhgatIOn 

Another oblIgatIOn, entItled petty cash6
, had several unrelated collectIOns processed agamst It 

The cumulative obligatIOns totalled $12,703 and the total expendItures were a negatIve $1,607, 
resultmg m an unlIqUIdated balance of $14,310, whIch IS larger than the ongmally oblIgated 

200cument no 688-0-0098-0014201 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 OOOO-C 00-7147-01 PO-688 0 00-98 00055-00 'lnd PO 688-0-00-98-
00086 00 were final payments that left reSidual balances that were no longer needed after the final payments were 
m'lde 

400cument no RO 98 WORKSHEET was a Journal voucher used to allocate USAlO s portion of the guard 
servIces contract whIch provIded servIce to the entire US MISSIon to Mall 

SRO-98 WORKSHEET was the document no of the Journal voucher whIch recorded the oblIgatIon 

6Thls oblIgatIOn was recorded bv a senes of several Journal vouchers WIth document no RO-98 
WORf<..SHEET 
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amount The net e'(pendltures were negative because more collectIOns were processed than 
e'<pendltures For e'(ample, three cancelled salary checks were recorded agamst thIS document 
for $10,201, WhICh should have been recorded agamst the ongmal salary account Another 
collection Identified as a double payment to GTSI (a US-based computer eqUIpment vendor) for 
$15,420 was also recorded, which should have been charged to the ongmal purchase order 

By mcorrectly hqUIdatmg oblIgatlOns recorded for other valId purposes, these mlsposted 
e\.pendltures make It more dIfficult to determme accurately the reqUIred unlIqUIdated oblIgation 
balances dunng SectIOn 1311 reVIews The misposted e'(pendltures artIfiCIally reduce the 
obligation agamst whIch they ""ere mcorrectly recorded If the obligatIOn that should have been 
charged were accurately estImated, then that obhgatlOn would have had an unhqUIdated balance 
that would remam unlIqUIdated and unavaIlable for other uses In the case of collectIOns, 
mlsposted expendItures artIfiCIally mflate unhqmdated oblIgatIOns thereby creatmg a portIOn of 
the unlIqmdated oblIgatIOn that IS mvalId and that does not have a bona fide7 need These 
mcorrectly posted e'(penditures, as well as the associated obligatIOns, should be researched to 
deterrmne whether adJustmg entnes are necessary and whether the remammg unlIqUIdated 
balances are still needed 

As a result of the above, unneeded unlIqmdated obhgatIOns for operatmg expenses were not 
IdentIfied and deoblIgated m a timely manner AdditlOnal unlIqUIdated oblIgations were 
madequately supported and may also be no longer needed Other unlIqUIdated obhgatlOns were 
left WIth mac curate and unsupported balances due to mcorrectly posted transactlOns 
Consequently, unlIqUIdated oblIgatlOns were not managed accordmg to reqUIrements, and those 
that were no longer needed were not Identified and made avaIlable for other purposes 

USAIDlMah needs better mternal 
control over recordmg oblIgatIOns 

USAIDlMah recorded an operatmg expense oblIgatIOn for whIch there was no bona fide need 
USAID gUIdance and federal regulatlOns reqmre that documentary eVIdence be mamtamed that 
a liabilIty eXIsts Which meets certam cntena m order for an oblIgatIon to have a bona fide need 
and be recorded agamst an appropnatlOn USAID/MalI offiCIals stated that thiS may have 
occurred because pnor MISSIon offiCIals may have attempted to aVOId losmg any avaIlable 
fundmg 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 USAIDlMah 

2 1 deobhgate $22,70110 operatmg e"pense unlIqUIdated obligatIOns Identified by 
thiS audit as not meetmg legal reqUIrements, and 

7 See the next problem area for a diSCUSSion of bOlla fide need 
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2 2 establIsh procedures to ensure that oblIgations and deobhgatlOns are recorded 
In accordance wIth federal law and USAID gUIdance 

USAID/Mall recorded an oblIgatlOn for $52,250 for WhICh there was no bona fide need The 
MISSIon had deobhgated several reSIdual unllqUIdated obllgatIons for that amount that were no 
longer needed m ItS fiscal year 1996 operatmg e'(pense appropnatIon Instead of allowmg the 
funds to remam avmlable for other valld purposes, USAID/Mah reobhgated thIS amount usmg 
a Journal voucher under document No CO-688-0000-C-4283 ThIS document, however, was for 
a reSIdential furnIture order from fiscal year 1994, not fiscal year 1996 After reductlOns from 
several subsequent expendItures and deobltgatlOns, the unltqUIdated obltgatIOn was reduced to a 
current balance of $22,701 

The ongmal reSIdentIal furmture document and ItS correspondmg obltgatIOn were, however, left 
on the books m fiscal year 1994 The resultmg fiscal year 1996 oblIgatlOn, therefore, represented 
both (1) an obltgatlOn that was recorded agamst a fiscal year m whIch the legal ItabIltty was not 
mcurred, and (2) a double oblIgatIOn that was created for the same legal habilIty and recorded 
SImultaneously agamst two fiscal year appropnatlOns 

The Supplemental AppropnatIOns Act of 1955, as amended, and USAID FmancIaI Management 
Bulletm, Part II, No 14A, "OblIgatlOn ReVIews at MISSIons" reqUire that documentary eVIdence 
be mamtamed that a lIabIhty eXIsts WhIch meets one of mne cntena m order for an oblIgation 
to be recorded agmnst an appropnatIOn These cntena are (1) a wntten contract, (2) 
documentary eVIdence of loan agreement, (3) an order reqUIred by law placed WIth a federal 
agency, (4) an order Issued under a law authonzmg purchases WIthout advertIsmg meetmg certam 
condItIons, (5) for federal aSSIstance program funds, documentary eVidence of grant or subSIdy 
payable, (6) habilIty from pendmg iltIgahon payable, (7) documentary eVidence m 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 lIabilIty of the U S 
Government Federal regulatlOns also reqmre that the obltgatlOn be recorded agamst the 
appropnatlOn m the same fiscal year m which It occurred 

Smce the ongmal order was a written contract, the oblIgatlOn would normally fall under the first 
cntenon above However, because the oblIgatlOn m questIon already e,(Isted under the same 
document number m a dIfferent year, the obltgatlOn was a dupltcate obhgatlOn and, therefore, dId 
not meet any of the above cntena Also, the oblIgatlOn m questlOn was recorded agamst a 
different fiscal year than the fiscal year m whIch the lIabIlIty was mcurred, contrary to 
regulations Therefore thIS obhgatlOn dId not meet any of the cntena that are necessary m order 
to record an oblIgatlOn, and consequently dId not have a bona fide need 

For pnor-year funds, USAID procedures reqUire that deoblIgated amounts from unlIqUidated 
oblIgations be returned to USAID/Washmgton However, there IS one e'(ceptlOn allowmg 
misSlOns to retam deobhgated funds State Cable 343168 dated November 11, 1993, subject 
"Upward AdJustments--Pnor Year OblIgatIons" WhICh amended USAID Handbook 19, Chapter 
7 (or applIcable finanCial bulletm), allows misSlOns to deobhgate unneeded unlIqmdated 
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oblIgations and make an upward adjustment on a valId e,{lstmg oblIgatIOn This can be 
accomplished withIn the same pnor-year budget allowance (budget plan code) as the oblIgatIOn 
account requmng upward adjustment The deobhgatlOns of the unneeded amounts and the 
correspondmg upward adjustment must occur wlthm the same reportmg month Therefore, 
USAID/Mah could have used the deobhgatlOns m fiscal year 1996 for other upward adjustments 
on other valId documents Instead, the MIssIOn set up an mvahd obhgation ImtIally ansmg In 
a different year to aVOid returnmg the de obligated funds to USAID/Washmgton 

USAID/Mah offiCIals stated that the reason for the recordmg of the mvahd obligatIOn was that 
the pnor MIssIOn offiCials may not have wanted to lose any aVailable fundmg due to shrmkmg 
budgetary support AdditIOnally, MIssion offiCials stated that controller staff may not have been 
aware of the legal reqUIrements for obhgatlOns at the time when the obhgatlOn was recorded 

Consequently, an oblIgatIOn was recorded by a Journal voucher agamst an operatmg expense 
appropnatlOn which did not meet legal reqUIrements, resultmg m funds not bemg aVailable for 
obhgatlOns for legitimate needs 

USAIDlMah needs better mternal control 
0" er fonvard fundmg of servIce contracts 

We found eleven oblIgatIOns With unhqUidated balances for vanous types of services totallmg 
$130,353 for which the assocmted services were pnmanly received m the followmg fiscal years 
and not m the years for wluch the funds were appropnated USAID/Mah offiCials stated that 
Inappropnate forward fundmg may have occurred because pnor MISSIOn offiCials may have tned 
to aVOld losmg any available fundmg due to decreasmg budgetary support Also, they may have 
been concerned about ensunng the contmUIty of services across the end of the fiscal year, and 
unaware of the reqUirements for forward fundmg servIce contracts As a result, operatmg 
e'{pense funds mtended to be used m one fiscal year were used to supplement succeedmg fiscal 
year operatmg expense funds contrary to appropnatlOns law AdditIOnally, the MISSIOn's reported 
annual operatmg expenses were not accurately stated 

RecommendatIOn No 3 We recommend that USAIDlMah estabhsh procedures to ensure 
that (ts operatmg expense approprIations are funded m accordance WIth USAID gUIdance 
and not used to forward fund operatmg expense service contracts mto the followmg fiscal 
years 

USAID/Mah dId not follow USAID procedures and federal law m forward fundmg operatmg 
e'l(pense service contracts We found eleven unlIqUIdated oblIgatIons With balances for vanous 
types of services totallmg $130,353 for which the aSSOCiated services were pnmanly received m 
the followmg fiscal years and not m the years for whIch the funds were appropnated The 
followmg table surnmanzes our findmgs 
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DescriptIOn Document No FIsc'll Contr'lct PerIOd Contr'lct Amount 
Yelr 

Burottc Services PO-688 0000-0-00-6163 96 7/ I /96 to 6/30/97 $ 12880 

West African Dlst CO-688-000-C 00 4332 97 9/30/97 to 8/30/98 35000 

S Lanabl CO-688 OOOO-C-OO 7120 97 8/21/97 to 8/21/98 7200 

EFICA CO 688 OOOO-C 00 7147 97 9/29/97 to 9/28/98 45648 

Prodeso PO-688 OOOO-E 00 7134 97 9114/97 to 9/14/98 7855 

M Gd1et 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 98 311 /98 to 2/28/99 2877 

K Dmklte CO MGT-INT 9805 98 9/14/98 to 3/26/99 1071 

DHL Services PO-688 0 00-98 00174 98 611/98 to 4/30/99 5455 

D Sylla PO-688-E-00 98-00099 98 511 0/98 to 5/ I 0/99 6000 

Boston Services PO-688-0-00 98 00178 98 7/20/98 to 7/19/99 607 

Total $130353 

As indIcated above, USAID/Mah funded operating serVIce contracts for penods Into the 
succeeding fiscal years ranging from SIX months to 15 months TYPIcal serVIces mcluded vehIcle 
maintenance, electncal and aIr conditlOmng mamtenance 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 mto 
the second fiscal year beyond the year m whIch It was funded The fiscal year 1997 ongmal 
purchase order, whIch was for French mstructIOn for USAID employees, was mitIally wntten 
wIth a penod of performance from January 1997 to January 1998, four months mto the 
succeedmg fiscal year However, an amendment was later added whIch extended the purchase 
order to December 31, 1998, WhICh was three months mto the second succeedmg fiscal year 

Although stIll early m the fiscal year, III reVIeWing fiscal year 1999 operating e'{pense funds, we 
noted that no current serVIce contracts have been forward funded by more than three months mto 
the next fiscal year 

Federal law and USAID procedures reqUIre that contracts for recumng serVIces be funded from 
the same fiscal year's appropnatIOn III 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 U S General Accounting Office (GAO) 
publIcatIOn "Pnncipies of Federal AppropnatIOns Law" defines the bona fide needs rule itA 
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fiscal year appropnatIOn may be obhgated only to meet a legitimate, or bona fide, need anSIng 
In, or m some cases ansIng pnor to but contInuIng to eXIst In, the fiscal year for whIch the 
appropnatIOn was made" It further states that an appropnatIOn may not be used for the needs 
of some tIme penod subsequent to the eXpIratIOn of Its penod of avallablhty In summary, an 
appropnatIOn for a gIVen fiscal year IS 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 appropnatIOn current at the tIme the services are rendered It states that, for 
services that are contmumg and recurrmg m nature, the services must be charged to the fiscal 
year appropnatIOn In whIch they were receIved 

In additIOn to USAID Handbook. 19, USAID/Washmgton has Issued mformal gUIdance on 
forward fundIng service contracts under operatIng expense appropnatIOns The gUIdance states 
that mISSions may fund these types of contracts up to three months mto the next fiscal year 
USAID offictals In Washmgton stated that they plan to Issue formal gUIdance m the near future 

USAID/Mah belIeves the forward fundmg Issue may have occurred m the past because pnor 
MISSIOn offiCials may have attempted to aVOId the potenttalloss of any aVailable fundmg due to 
decreasmg budgetary support Also, they may have been concerned about ensunng the contmUIty 
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 understandmg 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 operatmg expense funds Intended under appropnatIOns law to 
be used m one fiscal year were used to supplement succeedIng fiscal year operatmg expense 
funds Consequently, USAID/Mah's operatIng expense appropnatIOns have not been used m 
accordance With appropnatIOns law AddItIOnally, the MISSIOn's reported annual operatmg 
expenses were not accurately stated 

Management Comments and Our EvaluatIOn 

USAID/Mah concurred With RecommendatIOn Nos 1, 2, and 3 The MISSIOn stated that It had 
already posted deobhgations for three of the fiscal years m questron and IS plannIng to post 
deobhgatIOns for the remammg fiscal year In July for those unlrqUIdated oblrgatIOns m 
RecommendatIOn No 1 1 It has also begun to reVIew the unlIqUIdated oblIgatIOns that needed 
additIOnal analYSIS In RecommendatIon No 1 2 For the Internal control weaknesses discussed 
In RecommendatlOn No 1 3, the MISSlOn has drafted the recommended procedures whIch It hopes 
to finalIze WIthIn the month RegardIng RecommendatlOn No 1 4, the MISSlOn agreed to reVIew 
Incorrectly posted expendItures dunng Its SectlOn 1311 reVIew pnor to September 30, 1999 

F or RecommendatIOn No 2 1, USAID/Mah has deoblrgated the recommended unlIqUIdated 
oblIgatIOn To address the Internal control weaknesses dIscussed m RecommendatIon No 22, 
USAID/Mah has drafted procedures whIch they hope to finalIze soon 

Concermng RecommendatIOn No 3, USAID/MalI has drafted the recommended gUIdance but has 
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not yet Issued It In final 

We beheve that USAIDlMah's documentatlOn 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 RecommendatlOn Nos 1, 2, and 3 We, therefore, conSIder a 
management declslOn to have been made at thIS tIme for these three recommendatlOns 

In additlOn, the MISSlOn has already deoblIgated the remamIng unlIqmdated obhgatlOn dIscussed 
In RecommendatIon No 2 1 Consequently, we conSIder that final actlOn has also taken place 
at thIS tIme for RecommendatlOn No 2 1 

Did USAID/Maii eflectively manage their vehicle maintenance contract in 
accordance wIth the terms of the contract? 

USAID/Mah dId effectIvely manage theIr vehIcle maintenance contract m accordance WIth the 
terms of the agreement, except for prohIbIted payments made for dutIes and ta'{es WhICh 
constItuted unallowable costs ThIS Issue IS further dIscussed m detaIl below 

USAIDlMah should take measures to mmImlZe 
payment of dutIes/taxes on vehIcle spare parts 

The U S Government dIscourages the payment of dutIes and ta'{es for USG-funded resources 
used on development actIVItIes Although not allowable under the MISSIOn vehIcle mamtenance 
contract, USAID/Mah paId dutIes and taxes amountmg to an estImated $25,852 from operating 
expense funds for vehIcle spare parts The MisslOn's Implementing partners USing the same 
vehIcle maintenance contractor also patd 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 cogmzance, 
because the contract payments were not closely momtored for allowabIhty As a consequence, 
some USAIDlMah operating e'{pense resources were not used as mtended 

RecommendatIon No 4 We recommend that USAIDlMah 

4 1 develop an arrangement WIth the vehIcle mamtenance contractor to receIve 
a refund, or credit for the mapproprIately charged dutIes/taxes whIch can be 
used as an offset agamst future dutIes/taxes whIch may be mcurred for 
orderIng urgently needed vehIcle spare parts, 

4 2 mclude a clause m the vehIcle mamtenance contract reqUlrmg the contractor 
to notIfy USAIDlMah m advance m each case whereby dutIes/ta~es are bemg 
mcurred and prOVIde a separate accountmg of dutIes/taxes patd for whIch the 
charges are bemg passed on to the MISSIOn, and 
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43 submit a wntten advIsory to USAID/Mah Implementmg partners who are also 
usmg the same vehicle mamtenance contractor to mform them of apphcable 
regulatIOns and pohcles regardmg the payment of duties/taxes 

Followmg USAID polIcy to "buy Amenca," the MISSIOn purchased Chrysler Jeeps for the vehIcle 
fleet Subsequently, In 1992, US AID/Mall 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 In theIr fleet, which Increased to 14 at 
the start of our audIt Chrysler-Jeep IS the only Amencan Jeep dealershIp In Bamako and the 
MISSIOn vehIcle fleet has consIsted pnmanly of Jeeps due to the harsh enVIronment and dIfficult 
desert terrain In Mall 

In contraventIon of the terms of the vehIcle maintenance contract, USAIDlMalI paid duties/taxes 
ofappro,(Imately $25,852 to the vehIcle maintenance contractor (Chrysler-Jeep) dunng the penod 
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/Mall needed to obtain urgently 
needed parts to prevent e'(ceSSIve vehIcle downtime and thus, knOWingly Incurred dutIes/ta'(es 
Secondly, USAIDlMah dId not closely momtor payments made under thIS contract to assure that 
all e'(penses were allowable and thus, unknOWingly Incurred addItIonal dutIes/taxes 

The Inventory arrangement reqmred the contractor to maintain, store, and provIde a penodlc 
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 
mventory, had to be ordered by the contractor Via couner 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/Mall was aware of the dutIesltaxes 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 
mcluded 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/Mah 
of these cases where they charged dutIes/taxes for spare parts whIch were extracted from the 
contractor's own Inventory 

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 It IS not 
"Illegal" to pay dutIes or ta'(es as there are those rare e'(tenuatmg CIrcumstances for domg so, but 
rather It could be a VIOlatIOn of an agreement or contract such as may be the SItuatIOn m our 
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caseS The MIssIon vehIcle mamtenance agreement contams the followmg clause "Any ta'( or 
duty from whIch the U S Government IS e'(empt by agreement wIth the Government of Mall, or 
from whIch the Contractor or any subcontractor under thIs contract IS exempt under the laws of 
MalI, 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/ta'(es to cover 
operatIng expense procurement The RLA dIdn't thInk that the vehIcle maIntenance contract 
clause was sufficIent to use as cntena for the Issuance of a bIll of collectIOn9 

Our 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 In questIOn, 
we belIeve that to pursue a formal OpInIOn on the subject may not be feasIble and would 
probably e'(ceed any benefits denved Therefore, we are makIng recommendatIOns for 
US AID/MalI to address thIS Issue prospectIvely, and by a credIt or offset arrangement With the 
contractor for dutIes and taxes that were unknOWIngly pard by the MISSIOn 

We requested documentary eVidence from the contractor as to the amount of dutIes/taxes that 
they paId However, we were adVIsed by the contractor (Chrysler-Jeep) that It 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 Mall (GOM) In cash We requested to reVIew 
the records ourselves to determIne whether we could reconstruct the amount of dUtles/taxes paId 
The contractor e'<plaIned that they dIdn't really have anythIng that we could look at to make such 
a determInation AccordIngly, the audIt dIsclosed no eVIdence that any dutIes or ta'(es were ever 
pard to the GOM for the vehIcle spare parts although USAID/MalI dId reImburse the contractor 
for an estImated $25,852 In such charges dunng the penod 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 InSUfficIent Therefore, we don't belIeve that 
we should recommend the Issuance of a bIll of collectIOn to the GOM SInce there IS no eVIdence 
that they ever collected any dutIes or taxes for the MISSIOn vehIcle spare parts 

SInce the ImplementIng partners (NGOs 10
) 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 requmng notIficatIOn from the vehIcle 
mamtenance contractor of any vehIcle parts for whIch they WIll Incur e'(penses for dutIes/taxes 
and the NGOs should be provIded WIth a penodic accountIng of any duties/ ta'(es Incurred and 
charged The audIt dId not determIne to what extent the NGOs mcurred and pard dutIes/taxes 

8 The bIlateral agreement was signed m 1961 and was outdated The RLA from USAlD/Senegal was 

vlsltmg USAlD/Mall for the specific purpose of updating thiS agreement 

9 However the RLA believes that any applicable cntena would be In the Vienna ConventIOn Agreement 
and one could argue that USAlD IS a part of the Embassy There also has to be the assumptIOn th'lt Malian law has 
Incorporated the Vienna ConventIOn which the RLA believes to be the case 

10 The Implementing partners are Non governmental OrganizatIOns and are commonly referred to as NOOs 
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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 Issue, the vehIcle mamtenance contractor was chargmg the MIssIon more (per 
vehIcle per year) to mamtam MISSIOn vehIcles than they were chargmg the NGOs The 
contractor was chargmg the MISSlOn some $2,708 per vehIcle per year whIle chargmg the NGOs 
only about $893 per vehIcle per year Dunng the audIt, we mqUIred about the dIfferent rates 
Chrysler-Jeep stated the hIgher per vehIcle mamtenance cost charged to USAIDlMah was based 
on a number of factors mcludmg (1) performmg more mamtenance on MISSIOn vehIcles because 
they were used more than the NGO vehIcles and carned a hIgher mamtenance cost, (2) 
performmg pre-tnp and after-trIp mspectIOns whIch was not bemg done on NGO vehIcles, (3) 
mamtammg and storIng extra USAID vehIcle parts whIch were purchased by the MISSIOn (duty­
free) as part of a new vehIcle package, (4) takmg extra measures on the MISSIOn vehIcles such 
as remforcement of suspenSIOns, etc, and (5) mamtammg an mventory system and submIttmg 
penodic Inventory status reports to USAIO/Mah The MISSIOn was unable to locate a deSCrIptIOn 
of the ongmal JustIficatIOn for the per vehIcle mamtenance charge (smce the annually renewable 
contract was InItIally executed m 1992) Therefore, we thmk It IS Important to document the 
JustIficatIon for the vehIcle mamtenance charge currently bemg negotIated 

Consequently, approxImately $25,852 m MISSIOn operatIng expense resources were 
mappropnately and mefficlently used as a result of unallowable costs patd for dutIes/taxes on 
vehIcle spare parts Furthermore, the Impact of thIS Issue extends to the NGOs that are aSSIstIng 
USAID/Mah m the ImplementatIOn of theIr programs who are also USIng the same vehIcle 
contractor and are also mappropnately Incurrmg unallowable expenses for dutIes and taxes At 
the tIme of the audIt, the MISSIOn was m the process of renegotiatIng ItS contract for vehIcle 
mamtenance and needs to speCIfically document theIr JustIficatIOn for agreeIng WIth the contractor 
on an annual per vehIcle charge for mamtenance 

Management Comments and Our EvaluatIOn 

USAIDlMah concurred WIth RecommendatIOn No 4 Concernmg RecommendatIOn No 4 1, the 
MISSIOn stated that they are currently discussmg WIth the contractor the amount of the 
recommended credIt or offset relatmg to prevIOusly patd dutIes and taxes For RecommendatIOn 
No 42, USAID/Mah has mcluded In the new vehIcle maIntenance contract the recommended 
clause concernmg company mventory to be proVIded at a duty-free and tax-free prIce In 
response to RecommendatIOn No 43, the MISSIon has Issued a wntten adVISOry to the 
ImplementIng partners concernmg the payment of dutIes and taxes under theIr vehIcle 
maIntenance contracts as recommended 

In summary, we conSIder that the documentatIOn submItted by USAID/Mah In response to the 
draft report mdicates that the MISSIon has adopted an adequate plan to address RecommendatIOn 
Nos 4 1, 42, and 4 3 Therefore, we conSIder USAID/Mah to have made a management 
deCISIon on these three subparts of RecommendatIon No 4 Furthermore, we conSIder the actIOn 
already taken by USAID/Mah WIth respect to RecommendatIOn Nos 42 and 43 to constItute 
final actIOn at thIS tIme 
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Did USAIDINlali effectively manage the receipt and disposition of 
non expendable property III accordance with USAID regulatIons? 

USAID/Mah dId effectIvely manage theIr receIpt and dISposItIOn of none'{pendable property m 
accordance wIth regulations except for the need to develop some wntten procedures Such 
procedures would Improve mternal control and reduce the opportumty for miscommumcatIOn 
between the MISSIOn and the U S Embassy General ServIces Officer who manages and maintainS 
USAID/Mah nonexpendable property under an ICASS agreement ThIs Issue IS dIscussed further 
below 

USAIDlMah needs to develop WrItten procedures 
to enhance control over non-e"(pendable property 

We found that some MISSIOn mventory Items were not mcluded m the mventory data base 
mamtamed by the Embassy General SerVIces Officer Although the MIsSIOn executIve officer 
had requested that these Items be mcluded In the mventory data base, they were not because of 
mconsistent nonexpendable property regulations between State Department and USAID 
Inventory regulatIOns for USAID reqUire that mventory records be kept on all accountable 
property and USAID/MalI's e'{ecutive officer had determmed that accountabIlIty for cellular 
phones and radIOS should be mcluded m the mventory data base In addItIOn, the lack of a Jomt 
wrItten polIcy has caused misunderstandmgs concernmg the receIpt of property m two dIfferent 
recelvmg areas As a result, USAIDlMalI mternal controls over mventory need to be Improved 

RecommendatIOn No 5 We recommend that USAIDlMah coordmate WIth the Embassy 
General Services Officer to develop a Jomt admInIstrative notIce on USAID nonexpendable 
property to Improve coordmatIon and ensure that all USAID property IS mventorIed as 
agreed 

USAID/Mah's nonexpendable property (NXP) mventory IS managed and warehoused by the 
Embassy General SerVIces Officer (GSO) under an ICASS lI arrangement whereby USAID/Mah 
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 agamst the WIshes of the USAID GSO IS the inCOnSIstent mventory 
reqUIrements between State and USAID The Embassy GSO follows State Department's NXP 
regulatIOns whIch do not reqUire mventorymg of cellular phones and radIO eqUipment In a 
memo to the USAID executive officer, the Embassy GSO m Bamako stated, "the Embassy GSO 
does not NEP A, track or Issue radIO eqUipment for any other Agency and GSO does not receIve, 
Issue, repatr or replace the USAID radIOS ThIS IS handled by USAID" The Embassy GSO 
further stated m the same memo to the USAID executIve officer that, "ThIS IS a speCIal 

11 The InternatIOnal Cooperative AdminIstrative Support Services (ICASS) system was initiated at USAID 
In 1998 It replaces the Foreign ASSistance Administrative Support (F AAS) system by estabhshlng locally 
empowered counctls at post to manage and evaluate services Funding of local costs Will be moved to post and local 

mangers wIll retain sWings as an incentive to develop cost InItiatives 
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reqmrement which GSO will not be able to provide to USAID We are proposing to remove 
these Items from our NEPA records effective with this year's Inventory The total number of 
Items IS 42" The audIt testmg revealed that some of these partIcular mventory Items had already 
been removed at the tIme of our audIt 

According to 6 F AM 224 1-1, Inventory records must be kept on all accountable property and 
all capitalIzed property whenever such property IS titled with or IS In the custody of USAID 
Further, accordmg to 6 FAM 2237 on Warehousing and Stonng Property, the property 
management officer (PMO) shall establIsh condItIons to provide for an effiCIent, secure, and 
economIcal warehousmg operatIOn Where It IS necessary to store and warehouse property at the 
establIshment abroad, the PMO shall Implement an effiCient and economical warehousing 
program With wntten procedures for handlmg and stonng property 

At the tlme of our audit, the MISSIOn had not developed written procedures concernmg ItS 
nonexpendable property Smce the MISSIOn NXP IS managed by the Embassy GSO under an 
ICASS arrangement, we belIeve It IS appropnate for the two partIes to JOintly develop some type 
of Jomt admmIstratlve notIce or gmdance that WlllidentIfy whIch USAID NXP WIll be subject 
to the NEP A mventory process and whIch WIll not Such gmdance should also specIfy any other 
pertment and necessary coordmatmg procedures between the USAID executIve officer and the 
Embassy GSO to be followed In the process of reCeIVing, transfernng, or dISPOSing of USAID 
NXP 

On another related control Issue, the USAID NXP receptIOn area was not fully centralIzed at the 
Embassy GSO recelvmg Site, and some USAID NXP Items such as office computers, were 
received at a separate recelvmg area at the USAID MISSIOn According to 6 F AM 223 2 on, 
"ReCeIVIng Areas," the reCeIVIng actiVities of each establIshment abroad shall be centralIzed 
However, the PMO's deSIgnatIOn of a central receIvmg area does not preclude reCeIVing and 
mspectlOn at other areas When sub-recelvmg 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 

USAIDlMah has Issued 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 Notlce 
should be conSidered In the development of any new pohcles on NXP 

Man'lgement Comments and Our EvaluatIon 

USAID/Mah concurred WIth RecommendatIOn No 5 The MISSIOn has requested the Embassy 
GSO to develop a JOint admInIstratIve notIce on handling nonexpendable property The 
documentatIOn submItted by USAID/MalI indicates that the MISSIOn has developed a plan to 
address the recommendtlOn Consequently, we conSIder USAID/Mah to have made a 
management deCISIOn at thIS tIme on RecommendatIOn No 5 
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We audIted USAIDlMah's management of funds avaIlable for operatmg expenses m accordance 
wIth generally accepted government audltmg standards We conducted the audIt from February 
23, 1999 to March 19, 1999 at USAID/Mah's office In Bamako, Mall 

For unlIqUIdated oblIgatIOns, we audIted a Judgmental sample of 52 transactIOns as of February 
1999 for fiscal years 1994, 1996, 1997, and 1998 There were no remaInmg unlIqUIdated 
oblIgatIOns pnor to fiscal year 1994 and none In fiscal year 1995 We selected nothmg m fiscal 
year 1999 because we belIeved that It was too early In the year for a reVIew to be of value 
UnlIqUIdated 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 oblIgatIOns 
In 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 
UnIverse of all unlIqUidated oblIgatIons, or none'<pendable 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 mvalId, we belIeve 
that the sample error rate IS hIgher than the populatIOn error rate For thIS reason, we determmed 
that the error rate In the sample should be at least 25 percent of the sample before determmmg 
that USAID/Mah dId not manage ItS unhqUIdated oblIgatIOns adequately Smce the sample error 
rate was more than 25 percent, we concluded that the MISSIOn dId not manage ItS unlIqUidated 
oblIgatIOns accordIng to reqUIrements 

On a Judgmental sample basIs, we tested 55 transactIOns from 13 reCeIVIng reports relatIng to the 
receIpt of nonexpendable property Items that occurred dunng fiscal years 1997 and 1998 We 
establIshed a 10 percent error rate threshold and from our test results, we concluded that 
USAID/Mah dId effectIvely manage ItS receIpt of nonexpendable property wIth the e'<ceptron of 
the Internal control weakness descnbed m thIS report 

On a Judgmental sample basIs, we tested the authorIzmg documentatIOn for 61 of the 127 lots 
of none'<pendable property dIsposed dunng fisLal years 1997 and 1998 We establIshed a 10 
percent threshold and from our test results, we concluded that USAID/MalI dId effectIvely 
manage ItS dISposItIOn of none'\pendable property 
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For the vehIcle mamtenance contract, we revIewed the reqUIrements and accomphshments of the 
contract and estImated the amount of dutIes and taxes that were paId for the entrre penod of the 
contract whIch was executed m October 1992 untIl September 1998 We dId not test the contract 
on a sample basIs and thus no samplmg threshold was establIshed As descnbed m detaIl m thIS 
report, we concluded that USAID/MalI dId effectIvely manage Its vehIcle mamtenance contract 
wIth the exceptIon of the payment of dutIes and taxes 

We did not attempt to venfy (1) the overall relIabIlIty of the computer generated data m 
USAID/MalI's MISSIOn Accountmg and Control System which was used to Identify unlIqUIdated 
oblIgatIons as well as the transactions affectmg these oblIgatIOns, or (2) the overall relIabllrty of 
the GSO Embassy data base whIch mamtams the nonexpendable property transactions for 
USAID/Malr 

Methodology 

To accomplIsh our audit obJectives, we (1) mtervIewed cogmzant officials, (2) revIewed 
apphcable pohcles and procedures, and (3) assessed mternal controls and the nsk exposures 
relatmg to the effectIve management of operatmg expenses for unhqUIdated oblIgatIOns, the 
vehIcle maintenance contract, and the receIpt and dISpositIOn of nonexpendable property 

The audIt mcluded an analYSIS of the SectIon 1311 reVIew sheets as well as obhgatmg documents, 
contracts, purchase orders, vouchers, and mVOIces to determme whether unhqUIdated balances 
were vahd, funds could be deoblIgated or decommitted, and If data m the MACS reports were 
accurate and updated 

To determme the valIdity of unlIqUIdated oblIgatIOns for operatmg expenses, we obtamed 
computer generated reports from USAID/Mah's MISSIon Accountmg and Control System For 
each unlrqUIdated oblrgatIOn reviewed, we compared amounts m summary reports to detaIled 
transaction mformatIon m lIqUIdation reports For unlIqUIdated oblIgatIOns wIth partial payments 
agamst them, we traced the selected transactIOn mformatIOn m the lIqUIdatIOn reports to the 
oblIgatmg documents to determme If the amounts paid were authonzed by the oblIgatmg 
document In some cases, we traced the transactIOns back to the payment files or the 
procurement files to venfy the accuracy of the lIqUidatIOn transactIOns When necessary, we 
determmed whether servIces or Items ordered were receIved, whether the transactIOn was 
complete, and whether any further charges might be e'(pected Based on these analyses, we 
concluded that either the unhqUldated obhgatIOns were needed, or recommended full or partial 
deobhgation 

In addItIOn we obtained a management representatIon letter from cogmzant MISSIOn offiCials 
contammg essentIal assertIons relatmg to our audit ObjectIves 
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The miSSIOn agrees to review Incorrectly posted expenditures Identified In tht. 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 pnor to September 30 1999 MIssIOn will provide copies of Journal vouchers to support 
adjustments and request closure at that time 

Accordingly MIssIOn requests RIGlDakar consider recommendatIOn number I resolved 

RecommendatIOn Number 2 We recommend that US AID/Mall 

21 deobllgate $22701 In operating expenses unliqUIdated obligations Identified by this audit as not 
meeting legal reqUirement and 

2 2 establish procedures to ensure that obhgattons and deobligattons are recorded m accordance With 
federal law and USAID gUIdance 

An amount of$22 70137 was deobhgated by USAID/Mah m AprIl 1999 A copy of the Journal voucher IS attached 
for your file Accordingly the MIssIOn requests RIGlDakar close recommendatIOn number 3 1 

Draft 1311 gUidance has been prepared as discussed above to address the concerns ratsed In recommendatIOn number 
2 2 The MISSIon requests RIGlDakar conSIder recommendatIOn number 2 2 resolved The MIssIOn WIll request closure 
upon Issuance of thIS gUidance In final 

RecommendatIOn Number 3 We recommend that USAID/Mall estabhsh procedures to ensure that ItS operatmg 
expense appropriatIOns are funded In accordance With USAID gUIdance and not used to forward fund operatmg expense 
servIce contracts mto the iollowmg fiscal year 

The MISSIOn has draited gUIdance for forward fundmg of operating expense obligatIOns A copy of the gUIdance IS 
attached for your file The MISSIOn requests RIGlDakar conSider recommendatIOn number 3 resolved Closure Will 
be requested upon Issuance of gUidance m final 

RecommendatIOn Number 4 We recommend that USAID/Mall 

41 

42 

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 agamst future duties/taxes 
which may be Incurred for ordering urgently needed vehicle spare parts 

mclude a clause In the vehicle mamtenance contract requmng the contractor to notlty USAID/Mall 
10 advance m each case whereby duties/taxes are bemg mcurred and proVide a separate accountmg 
ot duties/taxes paid for which the charges are bemg passed on to the MISSion and 

4 3 submIt a wntten adVISOry to USAID/Mah Implementmg partners who are also usmg the same 
vehicle mamtenance contractor to Inform them of apphcable regulatIOns and pohcles regardmg the 
payment of dutles/ta'(es 

The MISSIOn has discussed with the local Chrysler Jeep dealer the Issue of credltmg USAID for duties/taxes charged 
The vendor and USAID have not come to agreement on the actual amount ot credit or otfset due the MISSion We are 
contlnumg to work WIth the vendor to reach an agreement Accordmgly the MISSIOn requests RIG/Dakar conSIder 
recommendatIOn number 4 I resolved Closure will he requested once final agreement IS reached With the vendor 

The new contract With Chrysler-Jeep mcludes a provIsion for all spare parts to be proVided irom company Inventory 
as the duty-free tax free pnce The MI~slOn Will on an annual basiS Issue the exoneratIOn documentation reqUIred bi 
the vendor to replace the parts proVided In emergencIes where parts WIll be brought 10 by COUrIer the contractor WIll 
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notlty USAID of anv duties to be patd and will account for these separately The new contract IS effective June 
1999 Bases on thiS actIOn the MIssion requests RIGlDakar close recommendatIOn number 4 2 

The MIssion has discussed with the local Chrysler Jeep dealer the Issue of credltmg USAID for dutles/ta'Xes charged 
The vendor and USAID have not come to agreement on the actual amount ot credit or offset due the MIssIOn We are 
contmumg to work with the vendor to reach an agreement Accordmgly the MIssIOn requests RIG/Dakar consider 
recommendatIOn number 4 I resolved Closure will he requested once final agreement IS reached with the vendor 

The new contract with Chrysler Jeep mcludes a provIsIOn for all spare parts to be provided from company-mventory 
as the duty free ta'X tree pnce The MIssIOn will on an annual basis Issue the e'XoneratlOn documentatIOn reqUIred by 
the vendor to replace the parts provided In emergencies where parts will be brought 10 by couner the contractor will 
notlty USAID of any duties to be patd and will account for these separately The new contract IS effective June 1 
1999 Bases on thiS action the MISSion requests RIG/Dakar close recommendatIOn number 4 2 

A wntten adVISOry regardmg payment of duties and ta'Xes has been Issued to MISSIOn Implementmg partners usmg the 
local Chrysler-Jeep dealer for service A copy of thiS adVISOry IS attached Based on thiS actIOn the MISSIOn requests 
RIGlDakar close recommendatIOn number 4 3 

Recommend'ltIon Number 5 We recommend USAID/Ma!t coord mate with the Embassy General Services Officer 
to develop a Jomt adminIstrative notice on USAID none'Xpendable property to Improve coordmatlOn and ensure that 
all USAID property IS Inventoned as agreed 

USAID has requested the Embassy GSa develop a JOInt admmlstratlve notice on hand!tng ot USAIDINXP Th(.. 
tvhsslOn has assured the GSO our full cooperatIOn 10 both develop 109 and enlorcmg thiS notice A copy of the 
memorandum from the MISSion EXa to the GSO requestmg thiS notice be developed IS attached for your file 
Accordmgly the MISSIOn requests RIG/Dakar consider thiS recommendatIOn resolved Closure Will be requested upon 
Is~uance ot the JOInt adminIstrative notice 

I would l1ke to take thiS opportUnIty to thank you for the collaborative style 10 which your staff approached thiS audit 
assignment By workIng closely With Mls~lOn personnel and maIntalOtng regular communlcatlon regard 109 findIngs 
th(.. audit has provided MISSion Management With a usetul report and constructive recommendatIOns ImplementatIOn 
ut which Will result In more df(..(,(lve management of our !tmlted OperatIng Expense resources 
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Schedule of UnhqUidated ObhgatIons 
Recommended for DeobhgatIon 

Document No Flsc,1 Year Amount Not Needed 

CO 688 0000 C 00-4283 94 S 5459719 

]V 688 96 118 96 138671 

P0-688 0000 0 00 6163 96 153560 

TA 688 96 013 96 368821 

CO 688 0000 C 00 7044 97 195431 

CO 688 0000 C 00 7120 97 6577 36 

CO 688 0000 COO 7147 97 615634 

PO 688 0000 E 00 708) 97 190555 

PO 688 0000 E 00 7149 97 265599 

PO 688 0000 0 00 7045 97 327344 

PO 688 0000 0 00 7072 97 12 94335 

PO 688 0000 0 00 7135 97 65536 

RO 97 Worl,sheet 97 2054275 

TA 688 97 107 97 I 05775 

T A INDO 97 089 97 24918 

688000 98 00142 01 98 193080 

CO 688 0000 COO 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 98 278) 53 

P0-688 0 00 98 00055 98 193116 

PO 688 0 00 98 00086 98 603656 

PO 688 0 00 98 00090 98 83351 

PO 688 0 00 98 00143 98 267800 

RO 98 Worksheet 98 41816 

RO 98 Worksheet 98 792432 

RO 98 WorJ..sheet 98 1431044 

TA 688 98 095 98 791892 

TA 688 98 132 98 385 03 

Total SI87 892 00 
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Schedule of Unliquidated Obligations 
Recommended for AdditIOnal AnalysIs 

Document No FIsC'll Ye'lr UnhqUld'ltcd Amount 

PO 688 0000 0 00 6161 96 $ 983 00 

TA 651 6300 96 420000 

PO 688 0000 0 00 7012 97 29500 

PO 688 0000 0 00 7106 97 550140 

PO 688 0000 0 00-7110 97 I 08500 

TA 688 97 014 97 306300 

TA 688 97 07~ 97 502829 

T A-688 97 111 97 108029 

TA 68897 102 97 1 68~ 00 

P0-688 0 00 98 00017 98 214800 

PO 688 0 00 98 00288 98 119100 

T A-688 98 082 98 288759 

Total $29 14800 
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