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Memorandum 

To: 

From: 

Subject: Non-Federal Audit of the South Coast Agricultural 
Development Project in Guinea Bissau, Audit 
Report No. 7-657-91-03-N 

Attached is the subject audit report prepared by KPMG Peat 
Marwick Mitchell & Co., Banjul, The Gambia. The audit was 
performed at the request of the Office of the A.I.D. 
Representative in Guinea Bissau. 

On August 29, 1983, USAID and the Government of Guinea 
Bissau signed a grant agreement to implement the South Coast 
Agricultural Development Project. The project originally 
scheduled to end in March 1990, has been extended to May 
1991. The project purpose is to strengthen the 
institutional capability of the Department of Agricultural 
Hydraulics and Soils of the Ministry of Rural Development. 
This included establishing a Regional Center in southern 
Guinea Bissau ' with administrative offices, repair and 
maintenance facilities, and housing. 

A.I.D. was responsible for project monitoring and contracted 
with an expert to train technicians to maintain and use the 
project's tools, vehicles and equipment. His duties 
included: (i) advising at the Regional Center on the 
maintenance and repair of project vehicles and heavy 
equipment; (ii) organizing and training personnel in spare 
parts procurement, inventory and storage; and (iii) 
procuring additional tools and equipment. 

The audit objectives were to determine whether (i) commodity 
expenditures were proper, allowable and reasonable; (ii) 
internal controls were adequate to safeguard and account for 



project commodities and (iii) whether commodities were used 
in compliance with A.I.D. rules and regulations and terms of 
the project agreement. 

Audit work was performed in two segments: in Guinea Bissau 
in February 1990 and subsequently in Ivory Coast in October 
1990. Since the A.I.D. Office in Abidjan serves as the 
official accounting station for Guinea Bissau, audit work 
had to be expanded to review numerous documents held in 
Abidjan. However, the opinion on the statement' of 
expenditures is qualified because the auditors were unable 
to obtain adequate documentation either in Abidjan or in 
Bissau to support $44,074 in disbursements. Auditors were 
told that this documentation was held instead by USA1D/Dakar 
as the result of Dakar having served as the accounting 
station for Guinea Bissau early in the project life. Work 
was not expanded to review these documents. 

Despite this scope limitation, the auditors concluded that 
apart from several nonmaterial weaknesses, the project 
i n t e rna l  cont ro l  s t r uc tu r e  was adequate f a r  recording, 
processing, and summarizing expenditures on commodities and 
equipment. The auditors also determined that the project 
was in all material respects in compliance with applicable 
laws, regulations and agreement terms. 

The auditors made several recommendations, most of which 
relate to project controls over commodities. At the time of 
the Mission's review of the draft audit report, the Mission 
agreed with these recommendations and indicated that it was 
taking action to address the internal control deficiencies 
cited in the draft. We therefore consider these 
recommendations to be resolved. However, as two of the 
three internal control deficiencies noted by the auditors, 
were also found in a concurrent non-Federal audit of another 
Mission project (the Food Crop Protection I11 Project), we 
are making the following general recommendation. 

Recommendation No. 1: We recommend that re c guinea Bissau 
provide written instruction to ~ission/~roject personnel: 

1.1 to require that receiving reports (whether they be 
internal Mission reports or "goods received notes" 
prepared by field personnel or independent agents 
contracted by the Mission) be promptly filled out, 
signed by authorized personnel, and reconciled to 
invoiced commodities prior to disbursing funds; 

1.2 to maintain vehicle logbooks ,in sufficient detail 
to monitor project vehicle movement and usage; and 



1.3 to fully document in procurement files the 
solicitation of price information from multiple 
sources prior to authorizing commodity purchases. 

Please advise within 30 days of actions planned or taken'by 
the Mission to implement the above recommendation. I 
appreciate the cooperation and courtesy extended to the 
non-Federal auditors. 



Peat Marwick Mitchell & Co 
Chartered Accountants 

PO Box 431 Telephone 281 40 
2nd Floor or 26173 
Wellington Offices Cables VERITATEM Banjul 
34 Wellington Street 
Banjul 
The Gambia Our ref: 

Your ref: 

pmb/let/usaid/gb 

30th November, 1990. 

Mr. Paul E. Armstrong, 
Regional Inspector General for Audit, 
U.S. Agency for International Development, 
C/o The American Embassy 
B.P. 49, 
DAKAR, 
Senegal, 
West Africa. 

Dear Mr. Armstrong, 

NON - FED 

This report presents the results of the nonfederal financial and compliance 
audit of the South Coast Agricultural Development Project (SCADP) for the 
period 29th August, 1983 to 31st July, 1989. 

The background, audit objectives and scope, and the summary of results of the 
audit are combined in Sections 2 and 3 of this report. Sections 4, 5 and 6 
include audit opinions on commodities and equipment expenditure, on internal 
controls and on compliance with laws and regulations. The related findings 
and recommendations are combined in Section 7 as supported by Appendices 
A and B. 

The comments from USAID/Guinea Bissau are summarised under each finding and 
recommendation in Section 7. 

Yours sincerely, 

hp- 
B.A. ILHELM, 
for; PEAT MARWICK MITCHELL & CO. 
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NON FEDERAL FINANCIAL AND COMPLIANCE AUDIT 
FOR THE PERIOD 29TH AUGUST, 1 9 8 3  TO 31ST JULY, 1989  

1. ACRONYMS 

AID 

USAID/GB 

SCADP 

GOGB 

DAH S 

The Agency f o r  I n t e r n a t i o n a l  Deve lopment  

The  U n i t e d  S t a t e s  Aqency f o r  I n t e r n a t i o n a l  
Development  Ior G u i n e a  B i s s a u  

R e g i o n a l  Economic Deve lopment  S e r v i c e s  O f f i c e  

S o u t h  C o a s t  A g r i c u l t u r a l  Deve lopment  P r o j e c t  

T h e  Government  of G u i n e a  B i s s a u  

T h e  U n i t e d  S t a t e s  o f  Amer ica  

D e p a r t m e n t  o f  A g r i c u l t u r e  H y d r a u l i c s  a n d  S o i l s  



SOUTH COAST AGRICULTURAL DEVELOPMENT PROJECT, GUINEA BISSAU 

NON FEDERAL FINANCIAL AND COMPLIANCE AUDIT 
FOR THE PERIOD 29TH AUGUST, 1983 TO 31ST JULY, 1989 

2. 'INTRODUCTION 

2.1 Backsround 

The South Coast Agricultural Development Project's (SCADP's) goal 
is to expand rice production in southern Guinea-Bissau. The project 
aims to strengthen the Department of Agricultural Hydraulics and 
Soils, (DAHS) which is part of the Ministry of Rural Development. 
The project includes the development of a regional centre in Catio 
in southern Guinea-Bissau, consisting of administrative offices, 
repair and maintenance facilities and housing. 

The project grant agreement between USAIB/BB and $kg O6VB~f lm@ll t  of 
Guinea-Bissau was signed on 29th August, 1983. As of 31st July, 
1989 AID had disbursed $2.1 million of which $387,952 had been 
spent on the procurement of project commodities. 

USAID/GB contracted with a technical specialist to train a team of 
technicians to maintain and operate the project's tools, vehicles 
and equipment. His responsibilities include advising DAHS's 
regional centre on maintenance and repair of project vehicles and 
heavy equipment; organising and training personnel in parts 
procurement, inventory and storage; and procuring additional tools 
and equipment as required. 



SOUTH COAST AGRICULTURAL DEVELOPMENT PROJECT, G U I N E A  BISSAU 

NON FEDERAL FINANCIAL AND COMPLIANCE AUDIT 
FOR THE PERIOD 29TH AUGUST, 1983 TO 31ST JULY, 1989 

2 . 2  Audi t  o b i e c t i v e s  and scope 

The o b j e c t i v e s  of  t h e  a u d i t  were t o :  

v e r i f y  t h e  reasonab leness ,  p r o p r i e t y  and a l l o w a b i l i t y  of commodities 
e x p e n d i t u r e ,  amounting t o  $387,952,  charged to t h e  p r o j e c t  f r o m  29th  
August, 1983 t o  3 1 s t  J u l y ,  1989,  (See Appendix A) ; 

review and e v a l u a t e  t h e  p r o j e c t ' s  system of i n t e r n a l  c o n t r o l s  and 
o p e r a t i n g  p rocedures  i n  s o  f a r  a s  t h e y  r e l a t e  t o  t h e  sa feguard ing  and 
accoun t ing  f o r  p r o j e c t  equipment and commodities; 

de te rmine  whether t h e s e  commodities and equipment were used f o r  

~ i o j @ c t  purpoaea and i n  ~oinpliacce with epglisabl@ n!es and 
r e g u l a t i o n s  and terms of t h e  p r o j e c t  agreement.  

Our a u d i t  p rocedures  i n c l u d e d ,  b u t  were n o t  l i m i t e d  t o :  

reviewing t h e  p r o j e c t  paper  and g r a n t  agreement between USAID/GB and 
GOGB r e l a t i n g  t o  SCADP; 

examining e x p e n d i t u r e  r e p o r t s  and r e l a t e d  accoun t ing  r e c o r d s  of SCADP 
to de te rmine  whether c o s t s  were p r o p e r ,  a l l o w a b l e  and r e a s o n a b l e  t o  
t h e  p r o j e c t  ' s a c t i v i t i e s ;  

c a r r y i n g  o u t  tests t o  de te rmine  whether equipment and commodities 
e x p e n d i t u r e s  were b e i n g  p r o p e r l y  accounted f o r  and i n c u r r e d  i n  
accordance wi th  A I D  r e g u l a t i o n s ;  

i n s p e c t i n g  commodities and equipment f o r  p roper  usage and 
maintenance;  

making f i e l d  t r i p s  to  i n s p e c t  p r o j e c t  v e h i c l e s  and equipment; 

c a r r y i n g  o u t  s u f f i c i e n t  tests to de te rmine  whether t h e s e  expenses  
w e r e  adequa te ly  documented, whether t h e  e x p e n d i t u r e  was p r o p e r l y  
suppor ted  and t h a t  equipment v e h i c l e s  and commodities p rocured  
through p r o j e c t  funds  w e r e  n o t  used f o r  p e r s o n a l  purposes ;  

reviewing and e v a l u a t i n g  t h e  system of i n t e r n a l  c o n t r o l s  i n  o r d e r  t o  
de te rmine  t h e  e x t e n t  t o  which e s t a b l i s h e d  p rocedures  were f u n c t i o n i n g  
a s  i n t e n d e d ;  and 

de te rmin ing  compliance wi th  a p p l i c a b l e  laws and r e g u l a t i o n s  and t h e  
terms of t h e  p r o j e c t  g r a n t  agreement. 

BEST AVAILABLE COPY 



SOUTH COAST AGRICULTURAL DEVELOPMENT PROJECT, GUINEA BISSAU 

NON FEDERAL FINANCIAL AND COMPLIANCE AUDIT 
FOR THE PERIOD 29TH AUGUST, 1983 TO 31ST JULY, 1989 

3 .  SUKHARY OF RESULTS 

3 . 1  Recordins  of  d i sbursements  

We found t h a t  f o r  t h e  SCADP t h e r e  was f u l l  and a c c u r a t e  r e c o r d i n g  
of  commodity d i sbursements  by REDSO, Abidjan f o r  t h e  p e r i o d ,  e x c e p t  
t h r e e  d i sbursements  t o t a l l i n g  $44,074 which were n o t  a v a i l a b l e  f o r  
o u r  i n s p e c t i o n .  The s u p p o r t i n g  documentation f o r  t h e s e  
d i sbursements  cou ld  n o t  b e  found because  t h e y  remained i n  Dakar 
when REDSO Abidjan took o v e r  USAID/GB accoun t ing  r e s p o n s i b i l i t i e s  
from USAID/Senegal. 

We found r e p o r t a b l e ,  b u t  n o t  m a t e r i a l ,  d e f i c i e n c i e s  i n  t h e  i n t e r n a l  
c o n t r o l  s t r u c t u r e  of  t h e  p r o j e c t .  These r e l a t e  to: 

inadequa te  i d e n t i f i c a t i o n  and r e c o r d i n g  of  s h o r t  l anded  
commodities, c r e a t i n g  t h e  r i s k  o f  improper d i sbursements  b e i n g  
made on t h e  f u l l  v a l u e  of  t h e  r e l a t e d  i n v o i c e .  

= inadequa te  v e r i f i c a t i o n  of  r e c e i p t  of  SCADP commodities i n t o  t h e  
coun t ry  and t h e  p r o j e c t  s i t e ,  which i n c r e a s e s  t h e  r i s k  of  
improper and /o r  de layed  d i sbursements .  

inadequa te  c o n t r o l  o v e r  p r o j e c t  v e h i c l e  usage,  movement and 
maintenance,  i n c r e a s i n g  t h e  r i s k  of m i s a p p r o p r i a t i o n  and 
worsening p r o j e c t  e f f i c i e n c y .  

inadequa te  v e r i f i c a t i o n  of  t e n d e r i n g  f o r  SCADP commodities by 
USAID/GB. 

The r e s p o n s i b i l i t y  f o r  t h e  above weaknesses i s  n o t  f u l l y  c l e a r  
due to t h e  l a c k  of t h e i r  i d e n t i f i c a t i o n  and communication i n  
r e l a t i o n  to t h e  SCADP. However, i t  must rest w i t h  t h e  Republ ic  
o f  Guinea Bissau ,  through SCADP management, and USAID/GB. These 
p a r t i e s  a r e  r e s p o n s i b l e  f o r  t h e  e f f e c t i v e  o p e r a t i o n  and 
implementation of  t h e  p r o j e c t .  

3 . 3  Compliance wi th  a ~ ~ l i c a b l e  laws and r e s u l a t i o n s  

W e  found t h a t  SCADP complied wi th  a p p l i c a b l e  laws and r e g u l a t i o n s  
and t h e  terms of t h e  p r o j e c t  g r a n t  agreement.  



SOUTH COAST AGRICULTURAL DEVELOPMENT PROJECT, GUINEA BISSAU 

NON FEDERAL FINANCIAL AND COMPLIANCE AUDIT 
FOR THE PERIOD 29TH AUGUST, 1983 TO 31ST JULY, 1989 

4. AUDITORS' OPINION ON COMMODITIES EXPENDITURE 

We have audited the disbursements on commodities made under the South 
Cost Agricultural Development Project (SCADP) amounting to $387,352 from 
29th August, 1983 to 31st July, 1989. 

We conducted our audit in accordance with generally accepted US 
Government auditing standards. These standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the 
accounting for these disbursements i a  free from material misstatement. 
An audit includes examining on a test basis, evidence supporting the 
items and disclosures comprising the amount subjected to audit. We 
believe that our audit provides a reasonable basis for our opinion. 

We were unable to obtain adequate supporting documentation for 
disbursements amounting to $44,074 (11% of total disbursements) as set 
out in Appendix 8.1. 

In our opinion, except for the matter referred to in the preceding 
paragraph, the stated total disbursements on commodities of the SCADP 
amounting to $ 387,952 from 29th August, 1983 to 31st July, 1989 give a 
proper, allowable and reasonable presentation of the amounts expended on 
the project for this period. 

This report is intended for the sole use of USAID/GB. This restriction 
is not intended to limit the distribution of this report which is a 
matter of public record. 

PC& I J \ ~ \ ) . ~ & & ~ A \  bpf, 
PEAT, MARWICK, MITCHELL & CO. 
CHARTERED ACCOUNTANTS, 
BANJUL. 



SOUTH COAST AGRICULTURAL DEVELOPMENT PROJECT, GUINEA BISSAU 

NON FEDERAL FINANCIAL AND COMPLIANCE AUDIT 
FOR THE PERIOD 29TH AUGUST, 1983 TO 31ST JULY, 1989 

5 .  AUDITORS' O P I N I O N  ON INTERNAL CONTROLS 

We have a u d i t e d  t h e  d i sbursements  on commodities made under t h e  South 
Coast  A g r i c u l t u r a l  Development P r o j e c t  (SCADP) amounting t o  $38'7.952 from 
29th  August, 1983 to 3 1 s t  J u l y ,  1989. 

W e  conducted o u r  a u d i t  i n  accordance w i t h  g e n e r a l l y  accep ted  Us 
Government s t a n d a r d s .  These s t a n d a r d s  r e q u i r e  t h a t  w e  p l a n  t o  per torm t h e  
a u d i t  to o b t a i n  r e a s o n a b l e  a s s u r a n c e  abou t  whether t h e  accoun t ing  f o r  
t h e s e  d isbursements  i s  tree of  m a t e r i a l  miss ta tement .  

Ifi planning end prfsrmlng sur ~ Q S ~ F  sf the@. d?$bux$ementa w e  cons ide red  

t h e  m i s s i o n ' s  and t h e  p r o j e c t ' s  i n t e r n a l  control structure i n  order LO 
de te rmine  our a u d i t i n g  p rocedures  f o r  t h e  purpose  o t  e x p r e s s i n g  an 
op in ion  on t h e  d i sbursements  and n o t  to  p r o v i d e  a s s u r a n c e  on t h e  i n t e r n a l  
c o n t r o l  s t r u c t u r e .  Our c o n s i d e r a t i o n  was l i m i t e d  t o  procurement 
p rocedures  and c o n t r o l s  o v e r  t h e  use  and sa feguard  of  commodities and 
equipment. 

The management of  USAID/GB and SCADP a r e  r e s p o n s i b l e  f o r  e s t a b l i s h i n g  and 
main ta in ing  an i n t e r n a l  c o n t r o l  s t r u c t u r e .  I n  f u l f i l l i n g  t h i s  
r e s p o n s i b i l i t y ,  e s t i m a t e s  and judgments by management a r e  r e q u i r e d  t o  
a s s e s s  t h e  expected b e n e f i t s  and r e l a t e d  c o s t s  of i n t e r n a l  c o n t r o l  
s t r u c t u r e  p o l i c i e s  and p rocedures .  The o b j e c t i v e s  of  an i n t e r n a l  c o n t r o l  
s t r u c t u r e  a r e  to p r o v i d e  management wi th  r e a s o n a b l e ,  b u t  n o t  a b s o l u t e ,  
a s s u r a n c e  t h a t  assets a r e  sa feguarded  a g a i n s t  loss from unau thor i sed  u s e  
or d i s p o s i t i o n  and t h a t  t r a n s a c t i o n s  a r e  execu ted  i n  accordance w i t h  
g e n e r a l l y  accep ted  accoun t ing  p r i n c i p l e s .  Because of i n h e r e n t  l i m i t a t i o n s  
i n  any c o n t r o l  s t r u c t u r e ,  errors or i r r e g u l a r i t i e s  may n e v e r t h e l e s s  occur  
and n o t  b e  d e t e c t e d .  A l s o  p r o j e c t i o n  of  any e v a l u a t i o n  to  f u t u r e  p e r i o d s  
i s  s u b j e c t  to  t h e  r i s k  t h a t  p rocedures  may become i n a d e q u a t e  because  of  
changes i n  c o n d i t i o n s  or t h a t  t h e  e f f e c t i v e n e s s  of t h e  d e s i g n  and 
o p e r a t i o n  of  p o l i c i e s  may d e t e r i o r a t e .  

For t h e  purpose  of t h i s  r e p o r t ,  w e  have c l a s s i f i e d  t h e  r e l e v a n t  
s i g n i f i c a n t  i n t e r n a l  c o n t r o l  s t r u c t u r e  p o l i c i e s  and p rocedures  i n t o  t h e  
fo l lowing  c a t e g o r i e s :  

r e c e i v i n g ,  u t i l i s i n g  and sa feguard ing  commodities and equipment: 

accoun t ing  and o r d e r i n g .  

For each of  t h e  i n t e r n a l  c o n t r o l  s t r u c t u r e  c a t e g o r i e s  l i s t e d  above,  w e  
o b t a i n e d  an unders tand ing  of  t h e  r e l e v a n t  p o l i c i e s  and p rocedures  and 
whether t h e y  have been p l a c e d  i n  o p e r a t i o n ,  and w e  a s s e s s e d  c o n t r o l  r i s k .  



We noted certain matters involving the internal control structures and 
their operations which we consider to be reportable conditions. These are 
set out in the accompanying findings. 

Reportable conditions involve matters coming to our attention relating to 
significant deficiencies in the design or operation of the internal 
control structure that, in our judgment, could adversely affect the 
USAID/GB1s and the SCADP's ability to record, process, summarise and 
report financial data. 

Our consideration of the internal control structures would not 
necessarily disclose all matters in the internal control structures that 
might be reportable conditions and, accordingly, would not necessarily 
disclose all reportable conditions that are also considered to be 
material weaknesses as defined above. 

We believe that,the reportable conditions described do not constitute 
material weaknesses in the internal control structure, which we consider 
is adequate for recording, processing, summarising and reporting SCADP 
csmmeditiaa and equipment expendffure. 

This report is intended for the sole use of USAID/GB. This restriction 
is not intended to limit the distribution of this report which is a 
matter of public record. 

&&- & ~ ~ d x  & k D ~ l  A 
PEAT, MARWICK, MITCHELL & CO. 
CHARTERED ACCOUNTANTS 
BANJUL . 



SOUTH COAST AGRICULTURAL DEVELOPMENT PROJECT, GUINEA BISSAU 

NON FEDERAL FINANCIAL AND COMPLIANCE AUDIT 
FOR THE PERIOD 29TH AUGUST, 1983 TO 31ST JULY, 1989 

5. AUDITORS' OPINION ON COMPLIANCE WITH LAWS AND REGULATIONS 

We have a u d i t e d  t h e  d i sbursements  on commodities e x p e n d i t u r e  amounting t o  
$387,952 made under t h e  South Coast  A g r i c u l t u r a l  Development P r o j e c t  
(SCADP) from 29th  August, 1983 to 3 1 s t  J u l y ,  1989. 

W e  conducted o u r  a u d i t  i n  accordance wi th  g e n e r a l l y  accep ted  US 
Government a u d i t i n g  s t a n d a r d s .  Those s t a n d a r d s  r e q u i r e  t h a t  w e  p l a n  and 
perform t h e  a u d i t  t o  o b t a i n  r e a s o n a b l e  a s s u r a n c e  abou t  whether t h e  
accounting for these diaburaements  i s  free of material miss ta tement .  

Compliance w i t h  laws,  r e g u l a t i o n s ,  c o n t r a c t s ,  and g r a n t s  a p p l i c a b l e  to 
t h e  p r o j e c t  i s  t h e  r e s p o n s i b i l i t y  of t h e  USAID/GB1s and t h e  SCADP's 
management. A s  p a r t  of  o b t a i n i n g  reasonab le  a s s u r a n c e  about  whether t h i s  
amount i s  f r e e  of m a t e r i a l  miss ta tement ,  w e  performed tests of t h e  
m i s s i o n ' s  and t h e  p r o j e c t ' s  compliance w i t h  a p p l i c a b l e  p r o v i s i o n s  of law, 
r e g u l a t i o n s ,  c o n t r a c t s  and g r a n t s .  These tests were l i m i t e d  to  m a t t e r s  
r e l a t e d  to t h e  procurement,  u t i l i s a t i o n  and sa feguard  of  p r o j e c t  
commodities and equipment. 

The r e s u l t s  of our  tests i n d i c a t ~  t h a t ,  wi th  r e s p e c t  t o  t h e  i t e m s  t e s t e d ,  
USAID/GB and SCADP management complied,  i n  a l l  m a t e r i a l  r e s p e c t s ,  w i t h  
t h e  p r o v i s i o n s  r e f e r r e d  to  i n  t h e  p reced ing  paragraph.  wi th  r e s p e c t  to  
items n o t  t e s t e d ,  no th ing  came to  o u r  a t t e n t i o n  t h a t  caused u s  t o  b e l i e v e  
t h a t  USAID/GB and SCADP management had n o t  complied,  i n  a l l  m a t e r i a l  
r e s p e c t s ,  wi th  t h o s e  p r o v i s i o n s .  

T h i s  r e p o r t  i s  in tended  f o r  t h e  s o l e  u s e  of USAID/GB. T h i s  r e s t r i c t i o n  i s  
n o t  in tended  t o  l i m i t  t h e  d i s t r i b u t i o n  of  t h i s  r e p o r t  which i s  a matter 
of  p u b l i c  r ecord .  

PEAT, MARWICK, . MITCHELL & CO . 
CHARTERED ACCOUNTANTS, 
BANJUL . 
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7. FINDINGS AND RECOMMENDATIONS 

7.1 Short landed qoods 

During the detailed testing we noted that, on three occasions, . 
disbursements were made for the full invoice amount but a number or 
items on the corresponding invoice had not actually been received. 
The total value of these short landed items was $1,600. These 
items were not investigated by USAID/GB or SCADP officials. 

In addition, we found in respect of one invoice that the actual 
value of commodities received was inflated so that the receiving 
and inspection report value agreed to the PIO/C value which was 
subsequently disbursed, The additional amount of $500 was detailed 
ao "o~ntlngoncy ~ t c ,  " 

The above creates the risk that disbursements made do not represent 
proper, allowable and reasonable expenditure. This is due to the 
disbursement being completed on the basis of the invoice value 
without reference to the actual commodities received per the 
receiving and inspection report. 

Project efficiency may also fall due to the missing commodities. 

Recommendation No.1 

Before disbursements are made USAID/GB should ensure that the 
invoiced commodities agree to those stated on the receiving and 
inspection report. 

The receiving and inspection report should detail the actual 
commodities received and their value, irrespective ot the quantity 
and value =hewn on the PIO/C. 

We also suggest that all short landings be investigated by USAID/GB 
to ensure project efficiency is not impaired, or further impaired, 
due to the missing commodities. 

Manaqement Comments 

USAID Mission staff accept our findings and efforts will be made to 
implement the recommendations in full. 



SOUTH COAST AGRICULTURAL DEVELOPMENT PROJECT, GUINEA BISSAU 

NON FEDERAL FINANCIAL AND COMPLIANCE AUDIT 
FOR THE PERIOD 29TH AUGUST, 1983 TO 31ST JULY, 1989 

7 . 2  P e c e i ~ t s  of commodities 

W e  found dur ing  ou r  d e t a i l e d  t e s t i n g  t h a t ,  f o r  disbursements  made 
wi th  a  t o t a l  va lue  of $20 ,245 ,  t h e  corresponding r ece iv ing  and 
i n s p e c t i o n  r e p o r t s  w e r e  n o t  a v a i l a b l e  f o r  o u r  i n s p e c t i o n .  A s  such,  
w e  were unable  t o  v e r i f y  r e c e i p t  of  t h e  r e l a t e d  commodities i n t o  
Guinea Bissau o r  t h e  p r o j e c t  site. 

The r e s p o n s i b i l i t y  t o  complete t h e  r e c e i v i n g  and i n s p e c t i o n  r e p o r t  
i s  held  by t h e  USAID/GB on r e c e i p t  of t h e  commodities a t  t h e  p o r t  
o r  a t  t h e  p r o j e c t  s i t e .  See Appendix B. f o r  d e t a i l s .  

Completion of  t h i s  r e p o r t  i s  n o t  always p o s s i b l e  due a  number of 
c i rcumstances ,  i nc l ud ing :  

a .  t h e  USAID/GB may n o t  be  informed of  a r r i v a l  a t  t h e  p o r t  o r  
p r o j e c t  s i te .  

b .  t h e  t i m e  and l o c a t i o n  of r e c e i p t  of t h e  commodity may n o t  b e  
known wi th  c e r t a i n t y .  

c .  i t  may no t  be  p r a c t i c a l  t o  a t t e n d  t h e  e n t i r e  unloading a t  t h e  
p o r t ,  o r  a t t e n d  r e c e i p t  a t  a  remote p r o j e c t  s i te.  

This  i n c r e a s e s  t h e  r i s k  of i n a c c u r a t e  o r  incomplete  r e p o r t s  
l e ad ing  t o  improper disbursements ,  or delayed disbursements  
causing t h e  p r o j e c t  e f f i c i e n c y  t o  b e  a f f e c t e d .  

we a l s o  found t h a t  some r e c e i v i n g  and i n s p e c t i o n  r e p o r t s  s t a t e d  
t h a t  t h e r e  had been s h o r t  landed commodities b u t  f a i l e d  t o  
q u a n t i f y ,  d e t a i l  o r  va lue  them. 

L a s t l y  w e  noted t h a t  t h e  r e c e i v i n g  and i n s p e c t i o n  r e p o r t  i s  n o t  
v e r i f i e d  a s  to a u t h o r i s a t i o n  be fo r e  t h e  corresponding 
disbursement  i s  made. Th i s  c r e a t e s  t h e  r i s k  of improper 

- disbursements  due to i n a c c u r a t e  and/or  unau thor i sed  r e c e i v i n g  
and i n s p e c t i o n  r e p o r t s .  

Recommendation No.2 

W e  recommend t h a t  a  Goods Received Note (GRN) should b e  completed and 
s igned  by a  p r o j e c t  o f f i c i a l  au tho r i s ed  by USAID/GB i f  t h e  commodity i s  
rece ived  a t  t h e  p r o j e c t  s i te.  

For commodities rece ived  a t  t h e  p o r t ,  a  GRN should b e  completed and 
s igned  by t h e  independent surveyor  o r  s i m i l a r  r e p r e s e n t a t i v e  c o n t r a c t e d  
by USAID/GB t o  observe  and record  t h e  q u a n t i t y  and cond i t i on  of  goods 
unloaded. 



A copy of  t h e  GRN i s  t h e n  submi t t ed  to  USAID/GB a s  a b a s i s  f o r  t h e  
complet ion o f  t h e  r e c e i v i n g  and i n s p e c t i o n  r e p o r t .  

The r e c e i v i n g  and i n s p e c t i o n  r e p o r t  shou ld  d e t a i l  t h e  type ,  q u a n t i t y  and 
v a l u e  of  a l l  s h o r t  landed commodities. 

REDSO, Abidjan should  e s t a b l i s h  a u t h o r i s e d  s i g n a t o r i e s  a t  USAID/GB to  
e n a u r e  t h e  r e c e i v i n g  and i n a p e c t i o n  r e p o r t  i s  a u t h o r i s e d  as p r o p e r  and 
a c c u r a t e .  

aemen t Comments 

E f f o r t s  a r e  be ing  made to  remedy t h e  s i t u a t i o n  b u t  more p e r s o n n e l  a r e  
r e q u i r e d  to cope wi th  t h e  work l o a d .  
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7 . 3  Veh ic le  and maintenance l o q  books 

No v e h i c l e  l o g  books a r e  used t o  moni tor  p r o j e c t  v e h i c l e  movement and 
usage.  

The p r o j e c t  a l s o  h a s  no maintenance l o g s  t o  e n s u r e  e f f e c t i v e  and 
e f f i c i e n t  u s e  of equipment. 

Again t h i s  c r e a t e s  t h e  r i s k  t h a t  p r o j e c t  commodities and equipment 
a r e  n o t  devoted f o r  t h e  purposes  of t h e  p r o j e c t  p e r  t h e  g r a n t  
agreement.  

Th i s  also i n c r e a s e s  the risk of p i s a p p r o p r l a t i o n  thraugh i n a d e q u a t e  

moni tor ing and a u t h o r i s a t i o n  of v e h i c l e  usage.  

L a s t l y ,  t h e r e  is a r i s k  of  inadequa te  maintenance l e a d i n g  t o  a 
worsening of p r o j e c t  e f f e c t i v e n e s s .  

Recommendation No. 3 

We sugges t  t h a t  l o g  books b e  i n t r o d u c e d  f o r  a l l  p r o j e c t  v e h i c l e s  and 
equipment t o  d e t a i l  and a u t h o r i s e  movements and e n s u r e  maintenance i s  
performed a s  a p p r o p r i a t e .  

Manaaement Comments 

The u s e  of v e h i c l e  and maintenance log books w i l l  b e  recommended t o  
t h e  p r o j e c t  v i a  t h e  ga rage  s p e c i a l i s t .  W e  n o t e  t h e  e f f o r t s  o f  t h i s  
pe r son  i n  i n s t i t u t i n g  t h e  i n t r o d u c t i o n  of  t h i s  system. 
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7 . 4  Tender inq 

A I D  t ender ing  procedures  r e q u i r e  t h a t  f o r  i t e m s  p u r c h a s e d , n o t  
i n  excess  of $25,000, t h r e e  phone c a l l s  must be  made and t h e  lowest  
p r i c e  i s  then s e l e c t e d .  

W e  found no ev idence  o r  v e r i f i c a t i o n  of t h i s  procedure  f o r  such 
p r o j e c t  expendi tu re  from ou r  d e t a i l e d  t e s t i n g .  

Th i s  c r e a t e s  t h e  r i s k  t h a t  f o r  such purchases:  

t h e  b e s t  va lue  goods a r e  no t  s e l e c t e d  

connected persons  a r e  used t o  supply inadequa te  commodities 

non bona f i d e  o r  i n a c c u r a t e  i nvo i ce s  are ob ta ined .  

One, o r  a combination,  of t h e s e  f a c t o r s  cou ld  cause  improper 
disbursements  t o  b e  made. 

pecommendation No. 4 

USAID/GB should ensu re  t h a t  A I D  t ende r ing  procedures  a r e  be ing  
adhered t o  v i a  p e r i o d i c  review. 

Banasement Comments 

USAID/Bissau acknowledged t h e  shortcomings i n  t h e  procurement p roce s s  
and i s  t ak ing  a c t i o n  t o  ensure  t h a t  procedures  a r e  complied wi th .  
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7.5 Project Disbursements 

We were unable to verify that disbursements totally $44,071 were 
proper, allowable and reasonable as the vouchers and supporting 
documentation were unavailable for our inspection. See Appendix 8. 
for details. 

We understand from REDSO, Abidjan that this is due to the 
disbursements being made from Dakar before the transfer of this 
function to Abidjan and that the relevant documentation was not then 
transferred. 

Thus, this expenditure may not be able to be verified in the ease of 
dispute. 

Recommendation No 5 

Full records should be held at REDSO, Abidjan to ensure verification 
of project disbursements. 

Manasement Comments 

We will ensure that the necessary documentation is obtained from 
Dakar in order to complete our records. 
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APPENDIX A 

RY OF DISBURSEMENTS FOR THE PERIOD 

Landrover and truck parts 
Daf trunk parts 
Caterpillar spare parts 
Household furniture 
Appliances 
Company equipment/work clothes 
Construction materials 
Caterpillar spares 
Transportation of caterpiller parts 
Liquidated commitments FY 84 

9/15/88 657080510 10 motor cycles and helmets 22,943 
9/14/88 657080538 Transportation and customs 

duty on 10 motor bikes 1.106 
24.049 

Caterpiller spares 
Caterpiller spares 
Catepiller spares 
16 tyres and tubes 
Vegetable seeds 
~ucket; and watering cans 
Office furniture and equipment 
2 Toyota land cruisers 

Pick-up trucks spare parts 
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APPENDIX B 

EXCEPTIONS 

d i n s ~ e c t i o n  reDorts 1. B c e i v i n a  an be ina  unava i l ab l e  

Where no rece iv ing  and in spec t ion  r e p o r t  was a v a i l a b l e  f o r  our  inspec t ion  
w e  were unable t o  v e r i f y  r e c e i p t  of t h e  commodities i n t o  t h e  country o r  a t  
t h e  p r o j e c t  s i te.  This  r e l a t e s  t o  t h e  fol lowing except ions:  

RaQ2 Reference 

) 16 t y r e s  and tubes  
8.11.86 715066) 

1 200 e a r  p r o t e c t o r s  

Amount 
!JsA 

9.27.88 715605 144 p a i r s  of work boots  1.580 

2. Vouchers beina unava i l ab l e  

The fol lowing except ions  r ep re sen t  disbursements  f o r  which t h e  
corresponding vouchers and support ing documentation were no t  a v a i l a b l e  f o r  
ou r  i n spec t ion .  A s  such, w e  w e r e  unable t o  v e r i f y  t h a t  t he se  expendi tures  
were proper ,  a l lowable and reasonable:  

3.31.86 Summary of disbursements 

2.31.86 Summary of  disbursements 

Amount 
usis 

9.30.85 Summary of disbursements 2.743 
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Re~ort Distribution 

No. of 
Copies 

OAR/Representative, Guinea Bissau 
Ambassador, U.S. ~mbassy/Guinea Bissau 
AA/AFR 
AFR/CONT 
AFR/PD 
AFR/CCWA 
AA/m 
XA/PR 
LEG 
GC 
AA/PFM 
PFM/FM 
PFM/FM/FP 
PPC/CDIE 
SAA/S&T 
IG 
AIG/A 
IG/PPO 
D/AIG/A 
IG/RM 
IG/LC 
IG/PSA 
AIG/I 
REDSO/WCA 
REDSO/WCA/WAAC 
USAID/Burkina Faso 
USAID/Cameroon 
USAID/Cape Verde 
USAID/Chad 
uSAID/Congo 
USAID/T~~ Gambia 
uSAID/Ghana 
USAID/Guinea 
~~AID/Liberia 
uSAID/Mali 
USAID/Mauritania 
USAID/Morocco 
USAID/Niger 
USAID/Nigeria 
~SAID/Senegal 
USAID/TO~O 
USAID/Tunisia 
~1G/1/Dakar 
~1~/A/Cairo 
RIG/A/Manila 
RIG/A/~airobi 
RIG/A/Singapore 
RIG/A/Tegucigalpa 
RIG/A/Washington 




