
Nv
~Qg . .)..)..3 ~0G.2.-6
r+~b~tA..-- ..

•

f'1:D>"-'Ac€?>U.."3~'2--
<" ..-<\. ,. 1:18:1 ! i

~­

~

'rIAI.i;
Auditor General

REPORT ON EXAMINATION OF AID PROGRAMS

ADMINISTERED AT THE

REGIONAL DE.VELOPMENT OFFICEjmAMEY

..

Audit Report Number

Issue Date

3-683-77-21

April 28. 1977

Area Auditor General Africa
Agency for International Developmen~

jharold
Rectangle

jharold
Rectangle



NG
309.22356626
A265a

. ' nFF-SITE 'V
Agency for International Deve 1opment.

Office of the Auditor General.
Report on Examination of AID Programs

Administered at the Regional Development
Office/Niamey. Apr. 1977.

17 p.

1. A.I.D. - Program - Niger. 2. Auditing ­
program - NG. 3. Program management - NG.
II. Regional Development ~ffice/Niamey.

A.J.D.
1. Title.

)



•

•

REPORT ON EXAMINATION OF THE AID PROGRAMS ADMINISTERED
!\T THE REGIONAL DEVELOPMENT OFFICE/NIAMEY

Table of Contents

I. INTRODUCTION

II. SUMMARY

III. STATEMENT OF FINDINGS AND RECOMMENDATIONS

A. M!l.l1agement and Direction of Mission
&xpport Activities

B. GON Development Strategy

C. Program Planning, Implementation and
Monitoring

IV. Bl\.CKGROUNIi AND SCOPE

Background

Scope

EXHIBIT A - Program Financial Status as of
September 30, 1976

EXHIBIT B - List of Recommendations

Distribution of Report

1

1

2

2

11

13

16

17



I. INTRODUCTION

AID-financed programming i~ the countries of Niger, Benin and Togo
are administered from a Regional Deve~opment Office located in Niamey,
Niger. AS shown in Exhibit A, we reviewed eleven projects and/or loans,
plus support activities of the Mission, to determine if the programs were
effectivelY managed and to identify any problem areas requiring management
attention. Most of our audit efforts were concentrated on programs and
support operations conducted in Niger because AID activities in the other
two countries are relatively limited. Only ~imited inquiries were made on
Entente Fund activities because of a recent review by the Inspector Gener8~

of Foreign Assistance. Our audit covered AID expenditures totalling about
$19,6~9,OOO made since the time of our previous audit and the period through
September 30, ~976. We covered program activities from dates of previous
audits through December 31, 1976.

II. SUMMARY

Our review of RDO/Niamey controller operations revealed a need for
improved supervisory 'direction and improvement in practices and procedures.
We noted problems ,~xperienced in control over allotments, lack of documenta­
tion for Section 1311 reviews, inadequa.te property records,poorly maintained
miscellaneous obligation files, and lack of follOW-Up on airline ticket refunds.
Financial control over housing allowances, advance rental payments, TCN
employee benefits, and contract housing costs should also be improved. In a
number of instances, the controller has taken corrective action.

Management eontrol over basic Executive Office responsibilities should
be improved. We found that previous and current staffing plans have not been
adequately supported by AIDjw. An Executive Officer was not assigned to post
until July 1976 and prompt action is needed to replace a retiring General
Services Officer. At the time of our audit, adequate redelegatinns of authority
and written polici,)s ond procedures to control procurement, staff housing,
property accountabllity and vehicle management were not available. Progress
is being made but 1re noted problems in the areas of property and vehicle
accountability, laek of vehicle ~~t:tl..e ~.""weak procurement practiees,
and questionable contractlng authority. Section III of the report includes

'details of our findings and seven recommendati",ns for corrective action.

AID and GON development strategies were found to be comp.-i1ble but AID
has not considered major policy decisinns of the GON relating to land tenure.
We recommended a. re!view of GON agricultural land policies to determine the
impact, if any, they will have on future AID programming.
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Section III C, Program Planning Implementation and Monitoring, includes
details concerning a $35,000 advance of funds authorized for use to procure
personal vehicles for contract employees, non-utilization of $51,276 of AID
grant financed equi.pment, and a discussion of GON failure to comply with
agreements relating to reporting, accounting and use of local currency proceeds
under a Title II grain stabilization and drought emergency program. Three
recommendations for corrective action are included.

The draft copy of this report was reviewed by the Regional Development
Officer/Niamey and his comments are reflected herein.

III. STATEMENT OF FINDINGS AND RECOMMENDATIONS

A. Management and Direction of Mission SUpport Acti_vities

During our review of the RDO/Niamey support operations we found a
variety of management problems ranging from minor discrepancies to a more
significant lack of records, procedures, and control mechanisms. Viewed
individually, the management slippage in anyone given area cannot be construed
as a major breakdown of routine AID management practices but, f.o:a a collective
standpoint, we view the overall situation as a serious lack of managenent control
which has resulted in Disuse of Governnent funds, poor accounting, procurenent
violations, inadequate planning and a lack of progran direction. Details of
our findings to support these conclusions follow.

Controller Operations

OUr review of the practices and procedures followed by the Regional
Controller's Office indicates that adequate control was not exercised over
dollar funds allotted to RDO/Niamey. A detailed description of some of the
deficiencies follows:

1) The Controller and Regional Development Officer have failed to
maintain the integrity of AID's allotment control systen. As a
resul"t, AID funds have been used for purposes not specified in
the aLlotnent advice. In May 1976 RDO/Nianey requested $94,000
to finance pre-project costs for personnel and cOLElodities for
the planned Niger Range and Livestock Project. On June 17, 1976
AID/W allotted the $94,000 and specifically provided in the
allotnent advice that the funds were provided solely for pre­
proje,~t costs as requested. On June 30, 1976 RDO/Nianey obligated
the entire allotment, but not for the purposes specified. A total
of $37,326 was obligated and expended for leas$ costs on a ne~T

offic,~ building, another $37,500 was obligated for extension of an
exist:lng contract, and the "ther $19,174 was used for various
purchases.

In answer to our draft rep"rt, the RDO disagreed with the above conclusion
and advised that "The allotnent was received near the end of the fiscal year for
pre-project costs. A major part of these were envisioned to be foreign-oade
vehicles. The necellsary waiver for their purchase pronised by AFR/SFWA was not
forthcoming ('espite cable and telephonic follow-up. FinallY, we were told by the
Niger desk officer, if it was possible, to obligate the funds for other project
purposes. I told the audit team during the exit interview that this was a
management decision, that we felt it had the support of the bureau and the
officer who drafted the -4dvice of Allotment, and we have received no subsequent



objection to it on their part."

We believe the' RDO' s explanation reveals a lack o:f understanding o:f the
restrictive nature o:f AID's allotment control system by all parties concerned.
Allotted :funds cannot be used :for purposes other than that specified in the
allotment advice rold rolY deviation must be properly authorized by the Controller's
O:ffice o:f Financial Management. Arry consistent practice to do otherwise could
eventually completelY disrupt AID's system o:f control.

2) We :found no evidence that paragraph 8c o:f HandboOk 19 relating to
the Election 1311 review required by the Elupplemental Apprapria'·
tion Act o:f 1955 had been complied with. There were no ~Torksheets

indicating that the review had been per:formed nor was there My
indication that the RDO had either participated in or required that
the review, be per:formed. We were in:formed by the Controller and
the Regional Development O:fficer that worksheets had been prepared
but they were lost during a move to new o:f:fice :facilities. However,
our testcheck o:f 24 unliquidated obligations over six months old
indicated that the Validity o:f all o:f them was questionable.
In some cases there clearly was no dOUbt that the obligations 'iTere
invalid thus 'placing in question the controller's end certi:fication
o:f th,=ir Validity. The RDO has since advised that deobligation o:f
these prior year :funds was initially de:ferred and then overlooked
but that corrective action has now been taken.

3) Adequate :financial records o:f non-expendable property were not
maintcdned. We were told that the property ledgers were not
established because there were no property records in the Ex:ecutive
O:f:fice :from which the controller could ascertain a beginning balance.
However, we :found no evidence that rolY e:f:fort was made to establish
or post current documents to a property ledger. We were in:fo=ed
that the controller ha.s advised and o:f:fered to help the GBO in
establishing non-expendable property records but we believe more
e:f:fort is needed in this area.

4) Preparation and upkeep o:f Miscellaneous Obligation (MOD's) :files
needs improvement. For example, during our test-checks o:f obliga­
tion files we :found twelve files which did not contain I"UPporting
documentation. Another five files were noted that required upward
adjustment prior to the GiOld o:f the transitional quarter but as o:f
December 10, 1976 the controller had not made the necessary adjust­
ments. We :found one other instance where disbursements o:f $9,000
under a current contra.ct were trans:ferred to an expired contract in
which there wall an unliquidated balance. The controller corrected
the Ilituation after the auditors discussed it with hin. In genernJ.,
we :found the MOD :files were IlOmewhat disorganized and not neatly
maintained.
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5) Controller follow-up and file maintenance relating to redemption
of unused airline tickets has also been inadequate. We found
that the redemption file contained a total of 73 claims including
39 issued between March 1, 1975 and June 30, 1975 but there is no
indication for most of them of Whether or not refunds have been
collected. From review of 27 of the more recent claims, we could
trace only nine instances where refunds had been obtained. There
is a need for the Controller to follow-up and determine which
claims have been paid and where further collection effort is,
neces,sary•

6) During our review, we also found that housing allowances paid to
contract employees were paid in the maximum amount allowed under
the contracts but the employees were not required to submit
supporting receipts. The Controller has already teKen action to
corre(~t this situation and is now requiring documentation to
support future requests for po;y:ment.

7) Finally, in several other cases we found additional indication
where financial control needed strengthening. For instance, annual
advance rental po;y:ments have been made to fund landlord construction
progrwlls fr.lr buildings the RDO had leased subject to completion.
The RDO indicated that "Advance rental payments to landlords have
been authorized by the Admim.strative Officer and/or Executive
Office,r a~ necessary J.n order to secure adequate housing to support
our program. Lease terms do not begin to run until acceptance of '
the building. 1,1 ' "

Contra,ry to regulations, one third country national employee has also
been granted what amounts to a Rest and Rehabilitation (R&R) allowance.
The Mislilion feels thilil is ju~tified in that "Payment of costs of
periedic travel hl'lllle for TCNs il'\ in accordance with host countJ;'y
practice." However, pertinent AID Hand~ks do not provide for, this
type of benefit. ' "

Last, we neted that the accounting for housing costs provided for a
project contract team were incerrectly Charged to operating funds
instead of project funds. The Mission took the position that "vIe do
not believe it has been determined to be incorrect to charge
contractor llUPpert costs to operating expense. It was done so at
AID/W direction since fundll were not provided in the project agreement.
If your contention ill upheld and additional project funds are - '
allott'ed~ we will transfer SUCh eharges." '
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As the foregoing indicates, there is a need for the Controller to
improve office proeedures and practices. Work performance of his subordinate
staff should be closely reviewed on a daily basis, at least until most of the
problem areas reported herein ar0 corrected. At present, the Controller's
staff consists of five American direct hire employees including an
International Development Intern and one American direct hire who recently
arrived in Ouagadougou. In addition, one Third Country National (TCN) from
another African c~ll1try and three local employees are on board. The Concroller's
Office in Niamey is responsible for the financial management of RDO/Nianey
and CDO/Ouagadougou. Present staff should be adequate to accomplish that
purpose even though local employees are still at the training stage. Althoelgh
there are areas where the TCN employee can be used productively, he is not being
fully utilized. Thus, a review of his duties should be made to ensure that
he is occupied full-tine.

:Recommendation No.1

'rhe Regional Developnent Office/Niamey should ensure
that action is taken by the Controller to complete
corrective action for those deficiencies noted in
';,' . one through seven above.

Executive Office Operations

Overall, the Executive Office in Niamey cannot be considered an effective
smooth running organization. ~mnagement control over the basic responsibilities
of the office is limited. This condition has existed for at least three years
in spite of the fact that sm/MO, AID/W has provided TDY assistance on several
occasions to help with provision of services and development of an adequde
management systen.

During calendar years 1975-76 there was 0. large increase in Mission
personnel. This was done without adequate planning and without ensuring that
adequate Executive Office persoilinel were on board. Senior AID/W officials made
several trips to Niamey and discussed the increase of personnel ~1ith RDO and
Embassy staff but, in spite of thib they did not assign sufficient Executive
Office staff to RDO/Niamey at the critical period needed. During this period,
five or six General Service Officers (GSa) were sent to Niamey on TDY to wor!,
with the Embassy I s first tour GSa but this turned out to be merely 0. stop-gap
measure that had no real long-term effect on system development nor was the're
any plan to ensure' that ,fork done by these persons was continued after they
departed. Responsible personnel in AID/W were aware of the general lack of
management cont:rols and the need for strong GSO personnel in order to correct the
situation. Howevc,r, when action 1vas finally taken to assign GSO personnel to
RDO/Niamey, an employee who had only one year before mandatory retirement was
assigned. He will retire in May 1977, and as of April 5, 1977 no repJ.ace::lent
has been nominated.
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An Executive Officer was assigned to the Mission in July 1976 and
charged with the responsibilities of providing program support activities
for AID and supervision of General Service Office (GSO) operations for the
entire Mission including the US Embassy. This arrangement has not been
covered by a writtE~ agreement. In January 1976 the El:lbassy was requested
to draft an interagency agreement but at the time of our audit there was no
such agreement available at post. l:ence, GSO operations have been conducted
more or less on an informal basis. The Executive Officer has identified many
problem areas and has taken action to improve the situation but further
assistance is still needed.

From our observation of the work to be performed and the personnel
assigned to this task we do not believe that the GSO operations will be
operating on a nornlal basis within a reasonable period of time. For example,
local hire personnel clearly are not capable of carrying out GSO activities
Without additional training and em inordinate amount of superyici.on. ThiJ in
turn has required that the two American GSO employees work in excess of a
normal 40 hour work week, both in the evening and week ends, in trying to keep
up with the day to day operations, making changes to the warehouse facilities
and trying to devote some time to those areas which have been neglected.
However, we observed that much of their time was spent in physical work rather
than supervision Which we believe has tended to perpetuate the problem.
The Executive Officer indicated that he was requesting TDY assistance to help
correct the situation. We strongly support that request and suggest that the
following discussion of problem areas noted during the audit be used as a guide
in determining the extent amd type of TDY assistance needed by the Mission.

Attention should also be given to providing on a timely 1.;",s16 a replace­
ment for the GSO assigned to RDO/Niamey on a one year tour.

Recommendation No. 2

SER/MO should give priority consideration to the needs
of RDO/Niamey and promptly assign a replacement for the
retiring General Services Officer for a full two year
assignment.

In our review of the Executive Office function we found several other
problem areas requiring priority attention. For eXaJ:IPle, at the time of our
audit the Mission ,.o.s still operating virtually without ,my written redeleca­
tions of authority from the Regional Development Officer. The Executive Officer
planned to develop at least 16 Mission Orders detailing policy amd procedures to
control procurement, staff housing, property accountability, vehicle monagenent
and redelegations of authority but only three of these were completed. We were
told that eight were in process of being drafted and have since been advised
that these are n01v going through the clearance process.
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Some of the Mission Orders planned, but not initiated, related to sone
of the more difficult problem areas the Executive Office is confronted with.
For instance, procedures concerning procurement, property control, contracting
and vehicle use/mai.ntenance had not been started. In view of the deficiencies
we noted in these areas, priority attention should be directed to completing .
the Mission's eireotive system as soon as possible.

Rec:ommendation No. 3

The Regional DeVelopment Officer, NiameY, should
re,Luire cocrpletion of the planned Mission Orders
(and other Mission Orders as deemed necessary) on
a I>riority basis.

The Mission has not naintained adequate control over either expendable
or non-expendable I>roperty. There are no non-expendable property records
therefore there is no way to determine if all property is accounted for or its
value. A physical inventory was taken in October 1976 but there are no prior
records to compare the inventory results to and we found no evidence that any
such records were ever established. The situation with expendable property
accountability is (,bout the same. No stock records have been maintained,
ownership between agencies is unknown, and storage practices were inadequate.
The GSO is currently trying to record expendable property on stock cards and
plans to construct a section within the warehouse to provide protection for the
stock. However, priority attention should be given to establishing an adequate
property control system, including verification or reconciliation of the non··
expendable property inventory.

Recommendation No.4

The Regional Development Officer, Niamey should
require preparation of adequate property records.

We also found that Mission property accountability and maintenance recOrds
for vehicles were inadequate. Vehicle maintenance records have not been
maintained and we were unable to determine from available records, and cOnverSa··
tion with responsible officials, the number and type of vehicles the Mission W(1S
authorized. There were 18 vehicles in the general motor pool, and we were told
that replacement vEmicles were being ordered. We also found th(1t adequate
attention was not given to dispOSal of vehicles for which replacements ,lere
reCeived. For instance, the Regional Development Officer's car, for which a
replacement was purchased locally in 1975, along with other vehiCles for which
replacements have been received are still in the motor pooL
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A Peugeot Sooan was purchased locally for use by the Regional Develop­
ment Officer but, from our observation of conditions in Niamey, it did not
appear that there ~~s any reason or basis fo~ purchasing a non-American vehicle
for the Regional DevE)1opment Officer. We also found that 5 Toyota Sedans were
purchased by AID fo:~ the use of American staff working on the Niger Cereals
hoduction Project :In Niamey. Although AIDjw authorized a waiver to purchase
the vehicles, we found no need for the procurement of foreign J:lD.de vehicles
particularly when the primary use is for city driving. Overall, from our
observations of the use of vehicles in the general motor pool, we question
whether there is jUfltification for procuring most of the nine non-American
vehicles presently in the motor pool.

Recommendation No.5

AFR/SFWA shOuld review and determine the number and
types of vehicles authorized for RDO/Niamey use and
require that all excess vehicles be disposed of,and
all future replacement vehicles be of US manufacture
unless the Mission can clearly justify a need for
foreign made vehicles.

Management Comment: "Although this recommendation is directed to
AYR/SFWA, W" feel that we should comment on it. While we welcorJe the
comments of AFR/SFWA, we believe that the Mission is in the best
position to determine its vehicular needs and is capable of doing so.
We have alr"ady placed an order for a new fleet, all of them being of
U.S. manufacture. Our order was placed on the basis of a review of
our present and projected requirements and in accordance with our
approved standardization plan. We plan to dispose of our excess vehicles,
but we have proceeded slowly with this plan because of the condition of
our :fleet. We have disposed of some Vehicles and will dispose of others,
but such diflposition will take place only when we are reasonably certain
that we will. be 1'.ble to continue to meet the needs of the Mission.

The f'ive Toyota sedans were procured under an appropriate ;Taiver
in order to not delay implementation of the project. They represented
a minor part of the total number of vehicles to be procured under the
project, the large majority of which are American-made vehicles. Procure­
ment of these vehicles was of necessity for early delivery and not
because of terrain or local conditions as implied by the auditors ...• "

The.absence of a clear written Mission policy and procedures for control of
pncurement activities has contributed to the development of several improper
practices. For example, in some cases user offices place verbal orders ;dth local
vendors and then request purchase orders after the fact. In effect, procurement
action was taken without proper authorization and without a certification of fU.11ds
availability. In other' cases, the use of 'purchase orders to hire personnel
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(mostly American dependents) to carry out regular work assignments was at one
time widespread in the Mission. Recently efforts were made to stop this
practice, however it still continues to some degree and is contrary to US
procurement regulations. Section 1-3-600 of the Federal Regulations provides
that purchase order :procedures apply only to the procurement of supplies and
non-personal services from commercial sources. Where an employee/employer
relationship exists the services purchased cannot be considered non-personal
or eligible for proc~rement via the purchase order route.

RDO/Niamey has also pro~red used property from organizations and
individuals who were normally not in the business of selling these itCLlS~

For example, office furniture and a truck were purchased from a company that
closed its oper!J,tions in Niamey. Two vehicles were purchased from a foreign
Embassy in Niamey and one landrover was purchased from a Foreign Service Officer
assigned to the U.S. Embassy in Niamey. In another case, a statistical typewriter
was purchased from another donor organization in Niw:ley for about $800.
The typewriter receives c.nly limited use and we were told that it was procured
'primarily on the basis of an AID employee 1 s verbal commitment that would have
caused embarrassment if the purchase had not been made.

In answer to our draft report the Mission advised that they ''have reduced
significantly the number of purchases that have been made without proper
Purchase Order documentation. A written procedure is required and will be
prepared." They also indicated that "should My future procurement of used
property be contemplated, the files will reflect all required justification
Md/or approval required. The auditor's observations concerning "used property"
should be placed in context. For example, the used office furniture was, in
fact, nearly brand new having just arrived in .country about one month before it
was procured. The Mission was growing and delivery from the U. S. would have
taken on the order of 6 - 10 months. Not only did the procurement result in
cost-savings (purchase was at 75 percent of cost excluding transportation) but
allowed our most important project to become operational. The vehicles Md
typewriter fall in the 'same category as above. The auditors, by the way, were
misinfo:ned regarding the latter. It was procured because we knew there wouJ.d
be a need for it Md procurement at that time was advantageous."

Recommendation No.6

The Reg;'onal Development Officer, Niamey should prepare
and circulate a staff notice specifying that (a) future
U.S. Government procurement activity is to be committed
only on the basis of a valid purchase order prepared by
the authorized Procurement Officer, (b) personal services
are not to be. procured except und.OI- personal services con­
tracts emd (c) used property of My kind is not to be
pro~red ualess the files are documented with adequate
justification for such procurement.
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The Regional. Development Office, Niamey is also procuring large amounts
of support services from the American Recreation ASsci. a.ntion under what is
termed a Non-Personal Services Contract. The contract was initially signed in
June 1975 by the Elribassy Administrative Officer, the Acting Regional Develop~

ment Officer and the American Recreation Association Contracting Officer.
Basically, the initial contract proV'i.ded for ttocurement of guard, cleaning
and gardener services and ,covered a six month period. The contract has since
been renewed on an annuM basis and presently covers the period October 1, 1976
through September 30, 1977 however, AID has not been a signatory party to the
contract after the first period and the contract is now idontified as an American
Embassy contract.

In view of the above, we consider AID procurement under the contract to
be somewhat questionable. In the first place, since AID is not a signatory
party to the contra.ct, we question whether there is a. valid, binding agreement
under which the RDO has authority to obligate and expend U.S. Government funds.
If the contract is a valid basis for procurement of AID services, then AID/W
approval of the contract is necessary since AID's share of its value is far in
excess of the contracting wount delegated to the RDO. Based on the American
Recreation ASsociation billing for the month of October 1976, the contract
will require annual AID expenditures of about $170,000. At the present time the
RDO's delegation of' authority for such contract procurement is limited to only
$25,000.

We l;U'e also concerned over two other aspects of AID's procurement under
this contract. The October 1976 billing amounted to $14,120 and covered the
services of 66 guards, 2 drivers and 5 persons for a secretary pool and warehouse
staff. In addition, AID paid 54% of the cost of the maintenance crew and 49%
of the cost of contract a.clministrative staff. Although the contract is identified
as a non~:personal services contract, many of these persons are under the direct
control and supervision of AID personnel. Thus, to some degree an employee/
employer relationship exists. It should also be noted that the contract provides
for fairly strict control by the U.S. Government over the contractor's employee
salaries and benef'i ts. Any disputes under the contract are settled solely by the
U.S. Government contracting officer except that appeals are allowed to the
Ambas8ador whose decision is final and binding. In view of this, it does not
appear the contractor has any independence what-so-ever in determining his
operational activities or staffing and thus, to a large degree, the contract can
be considered as merely an extension of routine U.S. Government activities normally
conducted by local hire employees.

Finally, the contract is Jllaced with an organization cOIl\Posed of and
organized solely for the benefit of U.S. Government employees. In effect, we have
U.S. Government employees negotiating and directing a contract with their own
6Il\Ployee organization. In view of the possibility that such an arrangeme.'1t could
raise questions of conflict of interest, we believe AID's procurement under the
contract should be cleared by the General Counsel's Office.
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The Regional Development Officer, Niamey should obtain a
legal opinion from the Office of the General Counsel to
determine (a) if AID has a legal basis for obtaining
services under the present :Embassy contract with the
American Recreation Association, (b) whether the contract
must be approved by AID/W because AID's share exceeds the
contracting authority delegated to the RDO, (c) whether
the contract substance is essentially for procurement of
non-personal services and (d) if any conflict of interest
problems are evident due to the relationship of the
contract parties.

Management Comment: "We believe that the Recreation Association is a
proper vehicle for the employment of certain kinds of personnel. AID
has encouraged the use of contractors to provide such things as guard
service, drivers, maintenance service, etc. Through the use of the
Recreation Association, we have saved the U.S. Government the profit
that such contractors would properly realize. It has also given us a
flexibility that we would not enjoy with independent contractors.
Under the independent contractor approach, while the contractor is
theoretically thesuperviaor of his employees, in practice these people
are often supervised by Mission direct-hire personnel, either U.S. or
local. We will include this question for a legal opinion with the other
question referred to in Recommendation No.7".

B. GON Development Strategy

OUr r:::view of the Government of Niger's (GON) three year development plo.n
for the 1976-19'78 period showed that the country's development goals are
generally compatible with AID interests except in the area of land tenureship.
The Government's goals are (a) to free Niger's economy from the influence of
natural factors, (b) to establish a developing society and (c) to seek economic
independence. The percentages of total budget funds (including foreign donors)
allocated by category for these purposes are:

Infrastructure, Public Works and
Water Resources 46.8%

Ru.ral Production 33.6%

Human Resources .. 15.3%

In.dustry, Mining and Commerce 4.3%

The GON has placed a high priority on the development of irrigation
facilities in order to reach its goal in agriculture production while AID's
assistance in agric.'Ulture is mainly directed toward rainfed agriculture. In the
livestock area, the GON is committed to replacing the number of animals
destroyed by the drought and the first phase of a proposed AID froject is aimed
at improving range lands. The second phase of the AID financed program will be
devoted to increasing livestock production. Thus, there is a compatibility of
goals but AID has not considered major policy decisions of the GON relating to
land tenure.

It is the policy of the GON to claim all agriculture land as the
property of the State as evidenced by the following statements extracted from
the GON's January 1976 three year plan:
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"The legislation relative to irrigation projects will be updated. The
principle is that lands developed for irrigation by the state are the
property of the State, and that traditional rights will be terminated.
The users will be treated on the basis of equal rights. The new criteria
for ·'.istributing the land plot? are:

effective capacity to directly farm the land.

the commitment to personally farm the land and
to respect the conditions of use established by
tl~ supervising (state) agency.

"Based on olel laws, a project of regulations has been prepared (.for the
agrarian reform). The spirit of the regulations aims at asserting the
just principle that all agricultural land be property of the State, and
that all users have an area proportional to their needs and to their
working capacity."

We found no evidence that AID considered this policy in planning an
expansion of the AID program in Niger. In fact, our discussion with principal
AID and U.S. Embass:y personnel in Niger revealed that they were not avmre of the
GON's position on agriculture land. Since a policy of this nature could have a
significant effect on AID's interests and emphasis, a thorough analysis of the
GON position should be undertaken to determine the impact on AID programming.
As necessary, the DENelopment Assistance Program document should be amended to
reflect the impact this Government policy is expected to have.

RecommEmdation No. 8

The Regional Development Officer, Niamey should (a) make
a full scale review and analysis of the GON's agriculture
land policy to determine what effect, if any, it may have
on AID assistance and (b) aLlend the Development Assistance
Program Document to reflect the GON policy and the impact
it is expected to have on AID l'rogramming

Management Comment: "We have no problem with this recommendation, and
plan to inclt~de a review of GON agricultural land policy as part of an
agricultural sector policy assessment which we plan to carry out with
the Niger Government this year. Moreover, we plan a similar survey of
land tenure as it relates to rangelands in the pastoral zone, as part of
the rangelanel and livestock project. Having said this, I would not want
to subscribe to what I believe was a firm (and mistaken) conclusion of
yOl,lr auditon: _.. namely, that the country's development goals are inCOl:lpa..
tible with AID's interests. Virtually, all farm land in Niger is farr.led
by small farmers. There are no large holdings. While in theory the land
may belong to the State, in practice farmers appear to be able to pass
on their farming rights to their children, and even to be able to buy and
sell farming rights."
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C. Program Planning, Implementation and Monitoring

In our review of the eleven RDO/Niamey programs listed in Exhibit A we
found several instemces requiring corrective action and improved monitoring.
For example, in one case we found where a Contracting Officer authorized an
improper $35,000 advance of funds for the procurement of personal automobiles
for the contractor's employees. Under the Recovery and Rehabilitation (R&R)
programs we found instances of poor planning, accounting errors and a lack of
compliance with reporting requirements. We also noted that reports, deposits,
and utilization of local currency generated under the Drought Emergency Food
Program has been inadequate. Specific details of our findings follow.

The Niger Cereals Production Project is being liuplemented through use
of a contract with the Consortium for International Development (CID). The
contract was signed on May 25, 1976 on the basis of a sole source procurement
waiver authoriZed by AID/W due to the consideration that CID had the
predominant capability in this area. On the lOame day, the Contracting Officer
from REDSO/WA also signed a side a<;reement with CID authorizing the use of
contract advance fwlds to buy six non-American personal automobiles. The text
of the Agreement is:.

"In our dIscussions leading to the execution of subject contract,
it was a<;reed that CID would purchase vehicles in Niger for the
personal use of the field staff, to be provided under the Niger
Cereals Pro~iect and that such vehicles will be sold at the end of
the contract. Purchase ·price of the vehicle.s is estimated to be
approximately $35,000. CID is authorized to use funds from the
advance ·payment authorized in Article III of contract for the
purchase of the vehicles. Howev~, CID remains responsible for the
complete re:payment of the advance pursuant to the terms of the
contract. ~he authorization is in the express return for CID's
agreement not to ship personal vehicles to or from Niger at contract
expenSE.

In the event that at the end of the contract, CID can clearly shoVT
that they have suffered a loss by providing their personnel with
private transportation, AID hereby authorize CID to include a maxi!Jlill
of $7,000 of the loss in the general administrative cost pool. In the
event CID generates income in excess of the purchase price of the
vehicles, such income shall be entered as a credit under the cost
accounting for this contract.

It is agreed that CID aSl>UmeS complete responsibility and liability
for the purcJlase of the vehicles, their operation and maintenance in
Niger, and their subsequent dirrposition. The United states Governoent
assumes no responsibility or liability for the vehicles in any manner
whatsoever."
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In our draft; audit report we recommended that the Regional Contracting
Officer, REDSO/WA repudiate the side agreement and require the contractor to
redeposit all advance funds expended for the personal automobiles. Both
RnO/Niamey and REDSO/WA disagreed with our position. REDSO indicated they
felt the use of advance funds for procurement of persona]. automobiles Vas
appropriate because it was more beneficial to the interest of the GoverllLlent
than any other method of financing. Their justification vas that this method
would result in a maximum of $7,000 cost to the U.S.G. whereas, if the
contractors employees Shipped their own personal automobiles, the cost would
approximate $70,000. In light of this, the contracting officer concluded th[\t
financing the POV's through the advance mechanism was more beneficial to the
USG than available alternatives and that Federal Procurement Regulations (FPR)
did provide for administrative determinations of this nature.

We do not agree with REDSO' s analysis of this situation for a number
of reasons. First, we do not believe the intent of the FPR's concerning
advance payments was to allow the use of advance funds for the personal
purposes of employe,'ls if such was determined administratively to be financially
advantageous to the USG. Conversely, we believe such a decision would be
precedent setting wld that if the USG finrulces personal auto's for contractor
personnel on an interest free basis, plus agrees to absorb perAOIlal losses of up
to 20 percent of their cost, this would pave the way for the mrulY thousands of
direct hire employees to request similar treatment rather than ship their own
personal vehicles. In effect, we do not accept that such a reault would be
advantageous to the USG.

Secondly, we do not agree with REDSO 1 S above determinations of cost to the
USG. For instance, we estimate the cost to ship the five POV's in question
(one-way) at about $10,000; not $70,000 as indicated by REDSO. The interest
cost to the USG for the use of $35,000 of advance funds over the four-year life
of the contract must also be considered. Interest cost alone, at 8%, would
amount to a cost of about $11,200 even if the contract is not extended. This,
combined with the possible loss cost of up to $7,000 indicates that the cost
to the USG is likely to be excessive. In view of this, we are retaining our
recommendation for corrective action.

Recommendation No.9

The Contracting Officer, REDSO/WA, should (a) obtain a
legal opinion from the General Counsal's Office supporting
his position or (b) repudiate the above cited side
agreement and require CIn to redeposit all advance funds
expended for personal automobiles to the apecial bank
account required under the contract terms. If a deposit
is m~ie, the Contracting Officer should also collect an
appropriate interest charge for the use of these funds
through the time of redeposit.
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Of the 15 Recovery and R~abilitation ProgJ:'ain projects in Niger, eight
were satisfaqtorily completed, one W/,\s discontihued, and progreSs in the
remaining six has generally been slow. The planning for one project was
especially poor. Based on a request from the GON, AID agreed to finance the
services of a crop spraying aircraft from the United states to spray 145;000
hectares of farm land, crop spraying equipment to be used by the GaN on its
own aircraft, and training for GON personnel in the. use of the equipment.
The aircraft left the United States on August 7, 1975. It was not until
August 21, 1975, two days after the aircraft (j,rrived in Niamey that RDO/Nis"':ley
stllff delivered the Activity Implementation Letter to the GON. The GON was
not prepared to implement the project; The contract with the U.S. fim and
the GON was not signed until September l~, 1975 and work started on Septenber 14,
1975•. The cost to the U.S. GOvernment for non utilization of the aircraft
from August 20 through. September 13, 1975 was over $86,000 and only about 12%
of the planned area was spra,yed at a totaJ,cost of $238,5i3. Furthermore,.
the crop spraying equipment for the GON, procured at. a cost of $51,276 arrived
on the crop spraying aircraft but has never been used.

Recommendation No; 10

lIDO/Ni.amey should require prompt utilization Of the crop
sprayi.ng eqUipment by the GON or make the equipment
available for sale or use in AID financed projects in
other areas.

In a~cdrdance with the agreements betw~~n the USG and GON for the transfer
of Title II grains under the grain stabilization and drought emergency programs,
t~e GON.establiShed two counterpart acqountsas repositories for local currency
proceeds from sales of grains not required for free distribution to the need:y.
The proceeds we!'e. to be used to pay local handling and. transportation costs of
commodities distributed directly to the need:y OT for relief projects which would
assist in alleviation of the effects of the drought.and in increasing food
s11:Pplies within Niger. The Niger Cereals Office (OPVN) was responsible for
grain sales. The status of counterpart :funds as of September 30, 1976 is as
follows:

Grain Stab.
Account

Emergency
Account Total

(In thousands of CFA)

571.;227391,3241.79,903Cash in Niger Development Bank
(BDRN)

Countel'part ]Jepos:Lts out~tandi~ 267,746 267,746

g/ 179,903 659,070 838,973
Committed: " (31,801) (42,632) (74;433)

'. '. e,,_, ""'" ';'~'If/.'·.": ,

tv~il.bJ.. ~:>r Pi'~ng 148;102 616,438 764,540

Potential Generati~ns21 250/300,000 250/300,000

(ExChange Rate: CFA 250 = $1)

Y Net .pro~eeds from sales made during the period October 1974/September 1975,
according to OPVN.

g/ Committed for four individUal activities jointly agreed upon by lIDO/Niamey
and.. GON between November 1975 and August 1976. The GON had not yet withdrawn
these :funds from the special accounts;

1/ Audito!'s' estimate of net proceeds from Sales OPVN made during the period
October 1975/December 1976.
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The transfer agreements provide for the GON to submit to RDO/Niruney
by November 30, of each year, 0. report accounting for Title II groin receipts,
losses, distribution, sale proceeds, distribution costs and net proceeds to
be deposited in the special accounts, for the year ended on the preceding
September 30. At the close of our review (late December 1976), the GON had
not yet submitteci the reports for the years ended September 30, 1975 and 1976.

Recommendation No. 11

The Regional Development Officer, NiOJlley, should
require the GON (a) to submit the overdue annual
reports required under the agreements between the
USG and the Republic of Niger for the transfer of
Title II grains; and (b) to deposit into the
Counterpart ~ecial Account any net sales proceeds
due thereto,· within 30 days of RDO/NiOJlley' s approval
of the reports.

We noted that the GON will conttibute CFA 12 million to each of the two
current AlP Projects from Title II counterpart funds. Because Of the
substantial OJlloun.t of local costs involved in the present AID prograLl in Niger,
we reco];JIllended in our draft audit report that RDO/Niamey attem;pt to arrange 0.

significant increase in GON local currency contributions for support of prograus
in which AID is making 0. substantial contribution. We were informed by
RDO/Niamey that the balance in the Title II counterpart funds was earmarked for
GON contributions to various AID supported programs in Niger and therefore are
not repeating our recommendation.

IV. BACKGROUND AND SCOPE

Background

The AID Regional Development Office in NiaLley, Niger is responsible for
tpe administration of AID.finunced bilateral programs in Niger, Benin (fomerly
Dahom<;y), and Togo. Noninal AID assistan.ce to these countries was started in
1961 under the auspices of un AID Affairs Officer located in Abidjan, Ivory
Coai'lt. :J$e office was later moved to NiaLley and established as a Regional
Development Office in 1967.

In the recent past, AID has provided massive levels of grant ass:i.stance,
primarily food grains, to alleviate hunger in Niger. AID' sassistancein Niger
continued under the Recovery und Rehabilitation Program amd the Accelerated
Impact Program. In September 1975 the Niger Cereals Production Project started .
in Niamey. Thic :project is the first of AID's efforts to significantly increo.se
its assistance to Niger. This $5.9 million project is directed toward increasing
food p:t:'oduct:i.on crops. AID is also. providing a Transportation EconoDist to the
Niger River Commission to assist in the preparation of a plan for the develop­
ment of the water and related resources of the Niger River Basin. Additional
assistance is planned for Niger..
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AID's bilateral assistance in Benin consisted. of two lOans and Catholic
Relief Services (CRS) activity. The Parakou-Malanville Road (Loan No. 625-H­
002 and 625-W-0013) which was signed on July 213, 1972 provides $12 million to
assist in the reeonstruction and upgrading of a two lane road connecting the
northern railhead of the Benin railroad at Parakou to the Benin/Niger border.
The road is expeeted to be completed in January 1977. The Cotonou Bridge and
Dam (Loan No. 62~)-W-009) was signed on Se:ptember 12, 1974 and provides $10.9
million to assist in the construction of a new bridge aeross the Cotonou lagoon.
Implementation was delayed at the request of AID because of the Government of
Benin f s take over of U. S. companies, however, this problem has since been
resolved.

There are presently no bilateral AID programs in Togo. RDO/NiaLley was
responsible for AID assistance to the Entente Fund but REDSO/WA now has this
rosponsibility.

Scope

We have examined the AID program administered by RDO/NiaLley to (a)
determine whethel~ the Mission I s programs ha.ve been nanaged effectively and
efficiently, (b) learn the extent of compliance with applicable laws and P.eency
policies and regulations, and (c) identify problem areas which require
management I S attention. Particular attention was given to the overall
management of RDO/Niamey I S prograLl and support operations including the
Controller 's funetions.

We reviewed RDO/Niamey's current activities including the I:lana.geI:lent
in Niger of the Drought Emergency Food Relief, R&R and AIP. We reviewed
appropriate records at the RDO/Niamey Office in Niamey and Cotonou and BEDSO/WA.
l"e made only limited inquiries on Entente Fund activities because the
Inspector General for Foreign Assistance had recently completed a review of
these activities. Individual activities reviewed. during this audit are shown
in Exhibit A. ~lr audit covered the period from the cut-off dates of prior
audits and/or inl~eption of the project through December 31, 1976 and covered
AID expenditures totaling about $19,619,000.
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EllliIBIT A

REPORT ON EXAMINATION OF AID PRCGRAMS ADMINISTERED AT THE
REGIONAL DEVELOPMENT OFFICE/NIAMEY

Program Financial Status As of' September. 30, 1976

(Thousands of Dollars)

Project/Activity

Niger Cereals Production
683-11-130-201

Parakou Malanvile Road
Loan No. 625-H-002
Loan No.· 625-W-008

Cotonou Bridge and Dam
Loan No. 625-W-009

Support to Regional Organizations
(Niger River Commission)

625-11-755-506

Drought Emergency Food

Recovery and Rehabilitation

Accelerated Impact Program

Administrative Management (EXO)

Financial Management (CON)

Surveyed

Malanville-G~Bridge/Port
Loan No. 6:25-H-005

Fada N'Gourma Road
625-12-310-'706

Niger River Devel~pment

683-11-755-915

Accra-Lome Tele'~om Link
625-12-225-172
Total

Obligations

$ 5,976

8,000
4,000

10,900

145

13,000

2,500

350

525

169

75

Expenditures

$ 234

4,155
645

18

114

13,000

2,295

99

40

$20,769

Audit Covera&_~

Current Prior---....,..

$ 234 $ -

4,155
645

18

114

13,000

1,145 1,150

99

40 ---
$19,619 $1,150
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IDrnIBIT B
Page 1 of 2

REPORT ON EXAMINATION OF AID PROGRAMS ADMINISTERED AT THE
REGIONAL DFNELOPMENT OFFICE/NIAMEY

List of Recommendations

Page No.

Recommendation No. 1

The Regional Dllvelopment Officer/Niamey should ensure that
action is taken by the Controller to complete corrective
adion for thoBe deficiencies noted in items one through
seven above.

Recommendation No.2

SER!MO should give priority consideration to the needs of
RDO!Niamey and promptly assign a replacement for the
retiring General Services Officer for a full two year
assignment.

Recommendation No.3

5

6

The Regional Development Officer, Niamey, should require
completion of the planned Mission Orders (and other Mission
Orders as deeme'd necessary) on a priority basis. 7

Recommendation No. 4

The Regional Development Officer, Niamey should require
preparation of adequate property records.

Recollll:lendation No. 5

AFR/SFWA should review and determine the number and types
of vehicles authorized for RDO/Niamey use and require that
all excess vehicles be dispo~ed of and all future replace­
ment vehicles be of US manufacture unless the Mission can
clearly justify a need for foreign made vehicles.

Recommendation No. 6

7

8

The Regional ~velopment Officer, Niamey should prepare
and circulate a staff notice s-pecifying that (a) future
U.S. Government procurement activity is to be committed
only on the basis of a valid purchase order prepared by the
authorized Procurement Officer, (b) personal services are
not to be procured except under personal services contracts
and (c) used property of any kind is not to be procured
unless the files are documented with adequate justifica-
tion for such procurement. 9
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l'tecommenqation No. 7

The Regional Development Officer, Niamey should obtain a
legal opinion fl~om the Office of the General Counsel to.
determine (e.) if AID has a legal basis for obtaining
services under the present Embassy contract with the
American Recreation Association, (b) whether the contract
must be approvecl by AID/W because AID's share exceeds the
contracting authority delegated to the RDO, (c) whether
the contract substance is essentially for procurement of
non-personal services and (d) if any conflict of interest
problems are ev:ldent due to the relationship of the
contract partiell.

Recommendation No. 8

The Regional Development Officer, Niamey should (a) make
_ a full scale review and analysis of the GON's agriculture

land policy to determine what effect, if any, it may have
on AID assistan,~e and (b) amend the Development Assistance
Program Document to reflect the GON policy and the impact
it is expected to have on AID programming.

Recommendation l~

The Contracting Officer, REDSOjwA, should (a) obtain a
legal opinion frOm the General Counsel's Office supporting
his Ilosition or (b) repUdiate the above cited side
agreement and r,equire CID to redeposit all advance funas
expended fOr pe:rsonal autoI:lObiles to the special bank
account require,i tiSlder the contract teI'ms. If a deposit
is made, the Contracting 6fficer should also collect an
appropriate interest charge for the use of these funds
through the tim,e of redeposit.

Recommenciation No. 1$

EXHIBIT U
Page 2 of 2

Page No.

11

14

ROO/Niamey shOuld require prompt utilization of the crop
spraying equipment by the GON or make the eqUipment
availa.ble for sale or use in AID financed projects in other
areas. 15

Recommendation No. 11

The Regional DeyeloIll:lent Officer, Niamey, should require
the GON (a) to submit the overdue annual reports required
under the agreem.ents between the USG and the Republic of
Niger for the transfer of Title II srains; and (b) to deposit
into the Counterpart Special Account any net sales llrOGeeds
due thereto, within 30 days of RDO/Niamey's approval of the
reports. 16



, I

RE)?ORT ON EXAMINATION OF AID PROGRAMS JIDl.ITNISTERED AT THE
REGIONAL DEVELOPMENT OFFICE/NIAMEY

DiStribution of Report
No,. of
CoPies

RDO/Niallley

REDSO/WA

AAjAFR

AFR/EMS

AFR/SFWA

AFR/DP

SERjHO

SEE/CON't'

Nige:r De,!Jk

IGA

AG/GAO/IGA

AG/IIS/r>,e.b/J,t

AG/OAS

AAG/W

AG/OC/PE

AG/OC/PP

MG/AFR/Nai1'Q\)i

AilG/AFR/A¢¢re.

5

1

1

1

1

1

1

1

1

1

1

1

1

8

1

1

5

5


