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This report represents the results of audit of the
 
accountability for local currency in Africa. The objectives of
 
this audit were to evaluate A.I.D. Missions' and recipient
 
governments' (1) systems established to account for and control
 
local currency proceeds and (2) agreements governing local
 
currency accruing from A.I.D. sponsored activities.
 

The audit showed that A.I.D. Missions and recipient governments
 
had not established adequate accounting systems and internal
 
controls over local currency proceeds in 9 of 10 countries
 
reviewed by the audit. As a result, the local currency
 
equivalent to $107 million had not been properly accounted for,
 
delays occurred in collecting local currency valued at $113.4
 
million, and A.I.D. forfeited the use ot the local currency
 
equivalent to $9.4 million. In addition, the audit disclosed
 
that millions of dollars of development impact could be lost
 
because some PL 480 agreement provisions were inadequate for
 
determining the amount of local currency proceeds to be applied
 
to development activities and/or did not contain provisions for
 
interest bearing accounts.
 

The report contains a recommendation for A.I.D. Mission
 
controller personnel to play a greater role in evaluating and
 
establishing local currency accounting and internal control
 
systems. A recommendation is also made for A.I.D. to improve

both PL 480 agreement provisions for determining the amount of
 
local currency proceeds and financial management over these
 
proceeds.
 

Excerpts from the A.I.D. management comments re :eived are
 
included at the end of each findings section along with Office
 
of Inspector General comments. Appendices 1 thru 4 present the
 
full text of comments received from A.I.D. management officials.
 



Please advise us within 30 days of any additional information
 
relating to corrective actions planned or taken which we should
 
consider in resolving or closing the report's recommendation
 
number one. We appreciate the cooperation and courtesy

extended to our staff oy all African Missions' and A.I.D.
 
Bureaus' officials during the audit.
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EXECUTIVE SUMMARY
 

In Africa, an estimated $1 billion of local currency accrued 
annually through various A.I.D. programs. These proceeds

resulted from non-project assistance programs, 
such as Public
 
Law 480 (PL 
480) title I sales agreements; PI, 480 Title II
 
Section 206 and Emergency Food grant agreements; PL 480 Title
 
III agreements; Economic Support Funo 
Commodity Import Programs

and Cash Transfer g ants. Most l-cal currency proceeds

resulted when the recipient sold
governments O.S.-provided

commodities (e.g. machinery,
wheat, fertilizer, etc.) or
 
dollars to private sector businesses within the receiving

coafntries. 
 Such proceeds were actually owned by the recipient
 
governments; however, 
 Federal law, A.I.D. regulations, and
 
written agreements between A.I.D and the recipient 
governments

required thaL the proceeds be used to fund mutually agreed 
upon
 
development initiatives.
 

The implementation and day to day operations of 
each of the
 
local currency programs differed from country to country and
 
specific legislative and 
 A.I.D. regulatory requirements
 
differed among programs. However, 'the programs had two major
 
areas in common. First, the programs accrued local currency

proceeds to be used for development activities agreed upon

between A.I.D. and the 
recipient governments. Second, A.I.D.
 
had responsibility for ensuring 
the local currency proceeds
 
were used for agreed to purposes.
 

The audit covered 
several African countries and reviewed A.I.D.
 
Missions' and recipient governments' accounting and internal
 
controls over local 
currency proceeds accruing through various
 
A.I.D. programs. The specific objectives were to evaluate
 
A.I.D. Missions' and recipient governments' (1) accounting and
 
internal control systems for local currency 
proceeds :nd (2)
 
agreement provisions requiring local currency deposits.
 

The audit disclosed that A.I.D. Missions 
 and recipient
 
governments could improve accounting and internal controls for
 
local currency in 9 of 10 countries covered by this audit. 
 The
 
audit identified that 
 (1) local currency equivalent of
 
$i07 million had not been accounted for, (2) significant delays

had occurred in collecting local currency valued at
 
$113.4 million, 
and (3) A.I.D. had forfeited the use of the
 
local currency equivalent 
 to $9.4 million. In addition,

millions of dollars of development impact may have been lost
 
because some PL 480 agreement provisions were not clear as 
to
 
the exact amount of 
local currency proceeds to be deposited for
 
development activities and/or did 
not contain provisions for
 
interest bearing accounts.
 



To correct these problems, the report contains a recommendation
 
for A.I.D. Mission controller personnel to play a greater role
 
in evaluating and establishing local currency accounting and
 
internal control systems. A recommendation is also made for
 
A.I.D. to improve both PL 480 agreement provisions for
 
determining the amount of local currency proceeds and financial
 
management over these proceeds.
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AUDIT OF
 
THE ACCOUNTABILITY FOR LOCAL CURRENCY
 

IN AFRICA
 

PART I - INTRODUCTION
 

A. Background
 

In Africa an estimated $1 billion of local currency was accrued
 
annually through various A.I.D. programs. These proceeds
 

- normally resulted from non-project assistance programs, such as 
Public Law 480 (PL 480) Title I sales agreements; PL 480 Title 
II Section 206 grant agreements; PL 480 Title III agreements;
Economic Support Fund Commodity Import Programs and Cash 
Transfer grants. Local currency proceeds were generally
defined by A.I.D. as those monies which accrued to developing 
countries receiving A.I.D. assistance from the sale of 
commodities or dollars loaned or given to those countries. 
Such proceeds were actually owned by the recipient governments;
 
however, legislation, A.I.D. regulations, and written
 
agreements between A.I.D. and the recipient governments
 
required that the proceeds be used to fund mutually agreed to
 
development initiatives.
 

PL 480 Title I commodity sales was the primary source of local
 
currency proceeds in Africa. Under Title I agreements,

recipient governments bought U.S. commodities (e.g. wheat,
 
wheat flour, vegetable oil, etc.) on highly concessional credit
 
terms. Such agreements provided two major benefits to the
 
recipient governments. First, recipients were able to "buy now
 
and pay later"; and second, the governments received local
 
currency proceeds when the commodities were sold within the
 
country. The resulting local currency proceeds were then
 
available for the recipient governments to finance development
 
related activities agreed to by the recipient governments and
 
A.I.D.
 

PL 480 Title II Section 206 and PL 480 Title II Emergency Food
 
Assistance programs constituted a relatively small percentage
 
of local currency proceeds. Section 206 food A.I.D. was
 
normally provided to chronic, food-deficient countries, many of
 
which may have been receiving Emergency Food A.I.D. 
for several
 
years. In contrast, Emergency Food A.I.D. was provided in
 
emergency situations. Under both programs, food commodities
 
were provided free to the recipient governments. Local
 
currency proceeds from Section 206 were available to pay local
 
transportation, distribution and handling costs associated with
 
the food A.I.D. or to support activities designed to alleviate
 
the causes of the need for assistance. Emergency Food A.I.D.
 
local currency proceeds were normally limited to paying local
 
transpoztation, distribution and handling costs.
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PL 480 Title III loan programs were relatively few in number.
 
Initially, agreements were signed similar to the Title sales I
 
agreement, and local currency 
proceeds accrued the
in same
 
manner. Use of the local currency proceeds for agreed

development purposes however, 
resulted in forgiveness of loan
 
repayments to the U.S. government.
 

The Commodity Import Program, a grant program, constituted the
 
second largest source of 
local currency proceeds. Under this
 
program, recipient governments made dollars available to
 
importers in 
exchange for local currency. Importers then used

the dollars to import items such as machinery, equipment, spare
 
parts, raw materials, etc. Such items were sold to
usually

private sector businessmen for local currency. The local
 
currency that accrued 
to the recipient governments was to be
 
used for agreed to economic development purposes.
 

Cash transfer grants usually were provided 
to those governments

which needed 
foreign exchange to import essential commodities
 
such as oil. These grants resulted in the actual transfer of
 
U.S. dollars to recipient governments. Local currency accrued
 
because the recipient governments were required to make

available an equivalent amount of local currency. These local
 
currencies had to be used for 
agreed to economic development
 
activities.
 

The implementation 
and day to day operations of each local
 
currency differed country country
from to 
 and specific

legislative and A.I.D. regulatory requirements varied among

programs. However, programs two
the had areas in common.
 
First, the programs accrued local 
currency proceeds which were
 
to be used for development activities 
agreed to between A.I.D.
 
and the recipient governments. Second, A.I.D. 
 had
 
respoiisibility for ensuring 
the local currency proceeds were
 
used for agreed upon purposes.
 

Audit Objectives and Scope
 

This audit was made in several African countries and examined
 
A.I.D. Missions' and recipient 
governments' administration of
 
local currency proceeds from PL 480 Title I 
sales, PL 480

Section 206 and Emergency Food grants, PL 480 Title III loans,

Economic Support Fund Commodity Import Programs and 
 Cash
 
Transfer grants. The specific 
objectives were to evaluate
 
A.I.D. Missions' and recipient governments' (1) accounting 
and
 
internal controls 
systems for local currency proceeds, and (2)

agreement provisions for accruing local 
currency. The audit
 
reviewed local 
currency proceeds generated under 47 PL 480 
sales and grant agreements, Commodity Import Program grants and
cash transfe: grants totalling over $1 billion (See Exhibit 1)
during the 4 iscal years 1979-1986. Because of the extensive 

- 2 ­



time that would have been required, the audit did not not
 
attempt to evaluate 
the systems in hundreds of individual
 
projects; but rather 
was limited to evaluating the systems from
 
the point local currencies were accrued to 
the point funds were
 
disbursed to individual projects.
 

Audit field work 
was done at A.I.D. Missions in Gambia, Kenya,

Mauritania, Somalia, and Zaire. 
 In addition, Office of

Inspector General audit reports 
issued from January 1983 thru
 
January 1987 and related to local 
currency issues in African
 
countries were reviewed and analyzed 
 (See Appendix 5).

Discussions were held with responsible A.I.D. officials 
at the
 
A.I.D. Missions 
visited; at the Regional Financial Management

Center in Nairobi, Kenya; 
 and at A.I.D. Headquarters in
 
Washington, D.C.. Discussions were also 
held with responsible

recipient government officials and 
private sector officials.
 
The audit was made in ac.-ordance with generally accepted
 
governmcnt auditing standards.
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AUDIT OF
 
THE ACCOUNTABILITY FOR LOCAL CURRENCY
 

IN AFRICA
 

PART II - RESULTS OF AUDIT
 

The audit disclosed that A.I.D. Missions and/or recipient
 
governments did not have adequate accounting and internal
 
controls for local currency proceeds in 9 of 10 countries
 
covered by this audit. As a result, the local currency
 
equivalent to $107 million could not be accounted for, delays
 
occurred in collecting the local currency equivalent to
 
$113.4 million, and A.I.D. forfeited the use of the local
 
currency equivalent to $9.4 million. In additiun, the audit
 
disclosed that millions of dollars of development impact could
 
be forfeited because some PL 480 agreement provisions were
 
inadequate for determining the amount of local currency to be
 
applied to development activities and/or did not contain
 
provisions for interest tearing accounts.
 

To correct these problems, the report contains a recommendation
 
for A.I.D. Mission controller personnel to play a greater role
 
in evaluating and establishing local currency accounting and
 
internal control systems. A recommendation is also made for
 
A.I.D. to improve both PL 480 agreement provisions for
 
determining the amount of local currency proceeds and financial
 
management over these proceeds.
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A. 	 Findings and Recommendations
 

1. A.I.D. Needs to Improve Local Currency Accounting and
 
Internal Controls
 

Legislation and A.I.D. regulations required that local currency
 
proceeds be used for agreed to purposes and that A.I.D. ensure
 
such usage. Generally, neither A.I.D. Missions nor recipient
 
governments had adequate accounting and/or internal control
 
systems to ensure local currency proceeds were used for agreed
 
to purposes. There was a correlation between the involvement
 
of A.I.D. Missions' controller personnel and the adequacy of
 
accounting and internal control systems. Because of inadequate
 
accounting and/or internal controls, A.I.D. Missions and
 
recipient governments could riot account for the local currency
 
equivalent of $107 million, delays occurred in collecting the
 
local currency equivalent to $113. 4 million, and A.I.D. 
forfeited the use of the local currency equivalent to 
$9.4 million. 

Recommendation No. 1
 

The Assistant Administrator for the Africa Bureau should:
 

a. 	 require A.I.D. Mission controllers to review and evaluate
 
recipient governments' and A.I.D. Missions' accounting and
 
internal control systems for each A.I.D. program accruing
 
local currency proceeds, and
 

b. 	 require A.I.D. Mission controllers to attest to the
 
adequacy of local currency accounting and internal control
 
systems before programs are implemented.
 

Discussion
 

Legislation and A.I.D. regulations required that the local
 
currency proceeds resulting from PL 480 Title I sales, PL 480
 
Title II Section 206 and Emergency Food grants, PL 480 Title
 
III loans, Economic Support Fund Commodity Import Programs and
 
Cash Transfer grants be used for economic development purposes
 
and that A.I.D. monitor such usage.
 

Section 3.06(b)(1) of the Agricultural Trade Development and
 
Assistance Act of 1954 (Public Law 480) stated that Title I
 
sales agreements for agricultural commodities "... shall
 
include provisions to assure that the proceeds from the sale of
 
the commodities in the recipient country are used for such
 
economic development purposes as are agreed upon in the sale
 
agreement or any amendment thereto." Section 109(d)(3) of
 
Public Law 480 also stated "The President shall take all
 
appropriate steps to determine whether the economic development
 
and self-help provisions of each agreement entered into under
 
this title, and of each amendment to such an agreement, are
 
being fully carried out."
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Commodity Import Programs and Cash 
 Transfer grants were
 
governed 
 in part by the Foreign Assistance Act of 1961.

Section 531 of that Act required that to the maximum extent
 
feasible, funds made available for commodities would be used 
to
 
generate local currencies to 
 support economic development

activities such as, food production and nutrition; rural
 
development and generation of gainful 
employment; population

planning 
and health and education; development administration
 
and human resources development. Section 609 of the Act also
 
required that 
the local currency proceeds from Commodity Import

Program grants be deposited into special 
accounts to facilitate
 
A.I.D. monitoring of proceeds usage. As of 
February 1, 1987,

the special account provision also applied to cash transfer
 
grants of more than $5 million.
 

A.I.D. regulations related to local currency proceeds generated

by PL 480 agreements, Commodity Import Programs and cash
 
trcisfer 
grants normally reiterated the legislative provisions

and set forth the methods A.I.D. officials were to use in
 
meeting legislative requirements. The regulations generally

encouraged that the specific 
local currency uses be identified
 

written
in each agreement. The regulations also encouraged

A.I.D. officials to impose actual accounting for the use of
 
local 
currency proceeds on recipient governments to the extent
 
feasible, thus relieving A.I.D. 
of much of the accounting

burden. However, the regulations stressed the need 
 for
 
recipient governments to be 
 able to satisfy the records
 
maintenance and reporting requirements to enable A.I.D. 
to
 
assure that the agreements, including local currency use
 
provisions, were being adhered to. For 
 example, A.I.D.

Handbook 4 specified that the general covenants relative to
 
Commodity Import Programs and cash transfer 
grants require

recipient governments 
to "maintain or cause to be maintained,

in accordance with generally accepted accounting principles and
 
practices consistently applied, such books 
and records relating

to this grant as may be prescribed in Implementation Letters.
 
Such books and records may be inspected by A.I.D. or any of its
 
authorized representatives at all times 
 as A.I.D. may

reasonably require ...."
 

In most countries, neither 
 the A.I.D. Missions nor the
 
recipient governments had not established adequate accounting

and internal control systems for local 
currency proceeds.
 

In Kenya, cash transfer 
grant local currency proceeds

totalling $28 million could be
not accounted for since an
 
accounting system 
had not been established to account for
 
actual use.
 

In Sudan, local currency totaling $39.9 million from
 
Commodity Import Program grants and $36.0 million 
from
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cash transfer grants were unaccounted for due to
 
inadequate accounting and internal controls systems. In
 
addition, local currency proceeds equaling $68.4 
million
 
had not been deposited and were delinquent.
 

In Liberia, currency to $7.4 was
local equal million 

uncollectible due to weak sales and credit policies. In
 
addition, another $7.0 dollars worth was delinquent.
 

In Mauritania, $3.2 million was delinquent due to
 
inadequate accounting and internal control systems.
 

(NOTE: Exhibit 2 contains a listing of the local currency
 
pro.eeds unaccounted for, delinquent or forfeited by country

and type of program.)
 

Generally, there was 
a correlation between the involvement of
 
A.I.D. Mission controller personnel and the adequacy of
 
accounting and 
internal control systems. In countries where
 
controller personnel were involved, the systems better
were 

than in those countries where controller personnel were not
 
involved. For example, the Zaire Mission able to account
was 

for the collection and disbursement of local currency

proceeds. There, the Controller's staff was actively engaged

in evaluating the recipient government's systems and in
 
designing additional Mission systems/reporting requirements
 
necessary to augment those systems. Working primarily a
with 

foreign employee service national and a contract employee, both
 
under the Controller, the Zaire Mission had effective system
an 

in place and operating. The only problem noted 
in that audit
 
was that local currency proceeds had not been deposited in
 
interest bearing accounts. The use of such an account could
 
have generated additional local currency proceeds (through

interest income) could been to
which have applied development
 
initiatives.
 

In the Congo, a Controller was not authorized and thus not
 
available to oversee the accounting and internal controls.
 
There, the amount of proceeds due had been neither calculated
 
nor deposited. In other countries there was 
limited inpuLf from
 
Controller 
 type personnel which effected accounting and
 
internal control systems. In Somalia, a contract employee, who
 
was also a Certified Public Accountant, served as a technical
 
advisor on the Government of Somalia l'cal currency

disbursements accounting system. Accordingly, a system existed
 
whereby local currency disbursements could be accounted for.
 
Conversely, the Mission was to
unable determine how much local
 
currency had 
actually been generated and collected. On the
 
collection side of the system, there was no Controller type
 
personnel oversight.
 

The Sudan Mission had a similar situation. Controller personnel
 
were involved in accounting for local currency generations from
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some programs but nct in others. In 
 those programs where
 
controller personnel were involved, accountability was better
 
than in the programs where there was no involvement. As it
 
was, an integrated accounuing system did not exist.
 

Discussions with responsible 
 A.I.D. officials indicated a
 
reluctance by many to involve the Controller's offices in the
 
process of accounting for local currency proceeds, 
even though

Mission officials agreed that Controller staffs possessed the
 
skills appropriate for evaluating and designing accounting 
and
 
internal control systems. Various reasons were given for the
 
limited involvement or non-involvement of Controller
 
personnel. Some officials felt Controllers already had enough
 
to -*do. Others felt Controller involvement had not been
 
necessary and that other Missions personnel 
could handled to
 
matter. In some cases, especially small Missions, there were
 
no full-time Controllers assigned, but rather the Missions were
 
serviced by Regioihal Controller personnel during shurt visits.
 
Some A.I.D. officials also cited A.I.D. guidance which
 
encouraged placing as much of the accounting burden as 
possible
 
on the recipient government. Regardless of the reason, it was
 
evident that A.I.D.'s technical experts for evaluating

accounting and internal control systems often had no role in
 
these matters.
 

Because of inadequate accounting and internal control systems,

A.I.D. Missions and recipient governments were unable to
 
account for local currency proceeds equivalent to about
 
$107 million, 
proceeds equal to $110.2 were delinquent and

proceeds equal to $9.4 had been forfeited. These amounts
 
included 
the proceeds from Title I sales agreements, Title II
 
Section 206 and 
 Emergency Food grants programs, Commodity
 
Import Program grants and cash transfer grants.
 

Beyond the 
 inability to account for proceeds, the
 
delinquencies, and the forfeited proceeds was the real or
 
potential neqative impact on development in the countries
 
involved. Where 
local currency proceeds were unaccounted for,
 
a determination could not be made as to how the 
funds had been
 
used. In those cases, the proceeds may have been used to fund
 
development projects and programs; or they may have been
 
diverted to unauthorized uses.
 

Delinquent proceeds ran the risk 
of not being collected at
 
all. In addition, the fact the funds were delinquent delayed

implementation of the development projects they were intended
 
to fund. 
 For example, in Liberia, project activities had
 
consequently been reduced 
 and their future operation was
 
uncertain. Forfeited proceeds, as discussed in 
this report,
 
resulted in no development impact. Since the funds were 
never
 
available, 
 no benefit could be gained. Overall, the real
 
and/or potential loss amounted to hundreds of millions of
 
dollars.
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Management Comment - A.I.D. Headquarters officials generally

agreed with the overall substance of the finding. They

expressed concern however 
 that the finding had potential

resource implicritions which the Agency might 
find difficult to
 
meet.
 

Office of Inspector General Comment 
- We agree that implementing
the recommendations 
could have resource implications. Such a
 
determination however 
would have to be made on a Mission by
Mission basis after examining the 
specific A.I.D. Mission's and
 
recipient government's accounting 
ystems and internal controls.

It was not within the scope of this audit to do 
an analysis of
 
the resource requirements.
 

Management Comment - Since audit reports dating back to 1983
 
were used the for some of
as basis the problems cited in this
 
report, A.I.D. Headquarter's officials 
 commented that some
problems had already been cor,..cted. They also commented that
in other cases, action is being taken to correct the problems.
 

Office of Inspector General Comment - In many cases, A.I.D.Missions had already taken action to correct problems cited in
 
this report. In other instances, A.I.D. officials 
are working
 
on noted problems. A basic reason this audit 
was done was due
to fact that Office of the Inspector General audits had
 
consistently reported inadequate
on accounting and internal
 
controls relative 
to 
 local currency generating programs in

Africa. Those reports made
audit then 
 recommendations 
 to
 
correct specific system 
design problems at individual A.I.D.

Missions. Since Office of 
Inspector General officials believed
 
there was a deeper problem than the one's identified in
 
individual audit reports, this audit was 
then developed on an

Africa-wide basis 
to determine why local currency generating
 
programs consistently had related problems, 
and what needed to
 
be done on a systems-wide basis.
 

Management Comment 
- A.I.D. Headquarter's officials commented 
on the recommendation for the Administrator to (a) require

Mission controllers to review and evaluate local currency

accounting and internal control systems and 
(b) require Mission
 
controllers 
to attest to the adequacy of those systems before
 
programs are implemented (Recommendation No. 
1). They stated
this recommencation 
was not needed since a revised directive
 
concerning the Office of Management 
and Budget Circular A-123

addressed the concerns forth the report. This
set in 

directive, according to those 
officials, would be
soon issued
worldwide . They also commented that "Even though agreewe 

that involvement of a Controller... is highly desirable.., the

audit report and its recommendations should recognize that the

ultimate responsibility for this 
 rests with thR" Mission
 
Director or A.I.D. Representative."
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Office of Inspector General Comment - Once the revised 
directive is issued, we will review it to determine if the
 
recommendation's objective has been met. Until that time, the
 
recommendation stands. Similarly, 
 we agree that ultimate
 
responsibility for ensuring the adequacy of accounting 
and
 
internal control systems rests with Mission Directors and
 
A.I.D. Representatives for which controllers work. However, we
 
see no need to incorporate this into the recommendation.
 

Management Comment - A.I.D. Headquarter's officials commented 
that the implication was that host country owned Title I local 
currency should not be commingled with other host country
 
funds. They also noted that there is no policy restriction in
 
effect to require special accounts for Title I local currency
 
and that a new local currency policy paper now under review
 
will provide quidance on this issue.
 

Office of Inspector General Comment 
- We agree that there is no
 
current policy in effect requiring Title I local currency
 
proceeds to be deposited in special accounts. In addition,
 
legislation does not require the use of a special account for
 
these funds, even though special accounts - which would 
preclude commingling - can facilitate monitoring and accounting 
for unds. 
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2. 	 P 480 Agreement Provisions Need Strengthening
 

Some PL 430 agreements had inadequate provisions for
 
determining how much local currency proceeds should be
 
generated for development use. As a result, host country
 
officials disputed deposit requirements, deposits were delayed,
 
interest earnings were forfeited, development projects were
 
cancelled or delayed, and millionis of dollar-s worth of
 
development impact was delayed or lost. inadequate A.I.D. 
guidance relative to varied country conditions contributed to 
this situation. 

Recommendation No. 2
 

The Acting Assistant Administrator for the Bureau for Food for
 
Peace and Voluntary Assistance should:
 

a. 	 develop specific criteria and guidelines for calculating
 
the amount of PL 480 local currency to be generated and
 
used for agreed to or required development purposes,
 

b. 	 design standardized agreement provisions relative to dates
 
deposits are required and the exchange rate to be applied,
 

c. 	 issue criteria requiring that local currency proceeds be
 
deposited into interest bearing accounts, unless A.I.D.
 
Missions can justify not using interest bearing accounts,
 

d. 	 develop a checklist of financial provisions for use by
 
A.I.D. Missions to ensure essential financial elements are
 
included in PL 480 agreements, and
 

e. 	 require that the financial provisions in PL 480 agreements
 
be reviewed by the Mission controllers for adequacy.
 

Discussion
 

Five of ten A.I.D. Missions had inadequate provisions in PL 480
 
Title I, Title II and/or Title III agreements for generating
 
local currency proceeds. Such agreements did not specify the
 
timing for local currencies to be deposited in special
 
accounts; or had inadequate criteria relative to the exchange
 
rate to be used; and one agreement provided for an amount equal
 
to the U.S. government's cost (the minimum required) rather
 
than the total local currency proceeds generated.
 

Because the agreements were not explicit, the recipient
 
governments and responsible A.I.D. Missions sometimes disagreed
 
on the amounts to be deposited and used for development
 
activities. For example, in Somalia, the Government of Somalia
 
maintained the position that it owed the equivalent of
 
$1.3 million in delinquent payments on two PL 480 Title I
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Agreements. Somalia officials based their calculation on an
 

exchange rate a- the time the commodities arrived in country.
 
A.I.D. Mission officials contended, however, that the Government
 
of Somalia owed $8.4 million based on an exchange rate at a
 
later date. The Title I agreement did not specify the exchange
 
rate co be used or the specific date the exchange rate was to
 
be calculated. Thus, the availability of $7.1 million for
 
funding development activities was in question.
 

In Sudan, Title III agreements only required the Government of
 
Sudan to deposit an amount equal to the U.S. Government's cost
 

of the commodities. The Government of Sudan actually received
 
more than this minimum amount when it sold the commodities.
 
The-difference between the amount required by legislation and
 

the amount received from commodity sales totalled the local
 
currency equivalent of $71 million.
 

in three counLries, considerable delays in making deposits
 

occurred because the agreements did not specify when deposits
 
should be made. In Mauritania, the program lost $300,000 of
 

interest to the special account because deposits were
 

inordinately delayed. In the Gambia, unnecessary costs of
 

$95,000 resulted because the government delayed making deposits.
 

In Madagascar, only $2.3 million of about $4.5 million
 
generated had been deposited.
 

Overall, the actual and potential effect of inadequate
 
agreement provisions amounted to millions of dollars through
 

delays or failure to collect sufficient proceeds and lost
 

interest earnings. Failure to collect proceeds deprived the
 

program of their use. Delays in collecting resulted in
 

deferring the development impact and caused addition costs,
 

project slipgages and sometimes project cancellations.
 

Mission officials often stated that weakness in these agreement
 

provisions should be referred to the Bureau for Food for Peace
 

and Voluntary Assistance. These officials stated the Bureau
 

had ultimate responsibility for designing the agreements and
 

reviewing and approving agreements provisions - especially
 

Title I and Title III agreements. In addition, not all
 

Missions had trained Food for Peace Officers who would be more
 

familiar with the mechanics of how the programs should work.
 

Similarly, Mission Controller personnel often played no role in
 

reviewing the agreement provisions. While this in itself would
 

not ensure all agreement provisions were adequate, it could
 

provide another perspective. Country conditions can sometimes
 

dictate the necessity for specificity in agreement provisions.
 

For example, in Somalia where inflation is high *and the
 

exchange rate rises steadily, provisions to ensure full value
 

for the commodity are more important than in a country such as
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Liberia where the exchange rate is not a factor. Thus, the
 
perspective of personnel familiar with local conditions and
 
possessing a financial background could contribute to enhanced
 
agreement provisions to address specific country problems.
 

It is A.I.D. policy is to maximize the resources available for
 
development. Legislation and A.I.D. regulations sometimes
 
defined the minimum amount of local currency to be generated by
 
agreements and applied to development. For example, PL 480
 
legislation requires that the "proceeds" generated by the sale
 
of commodities be applied to agreed to development purposes.
 
To ensure that development resources are maximized and
 
legislative requirements are met, PL 480 agreements must
 
include explicit and appropriate language for determining the
 
amounts of local currency to be generated and applied to
 
development activities.
 

Management Comment - A.I.D. Headquarter's officials questioned
 
whether local currency proceeds which exceeded U.S. Government
 
costs had to be deposited in special accounts. The officials
 
stated "It could be argued that, as long as the government
 
[recipient government] deposits the local currency equivalent
 
of the USG (U.S. Government] cost, we should be satisfied.
 

Office of Inspector General Comment - In the report, we cited 
the example where the Government of Sudan had not deposited the 
total local currency proceeds generated from commodities 
provided under a Title III agreement. Rather, only an amount 
equal to the U.S. Governments cost of the commodities was 
deposited. Accordingly, local currency proceeds totalling 
$71 million had not been deposited which should have been. 

This issue was identified in an Inspector General report
 
entitled, "The PL 480 Title I and Title III programs in Sudan
 
Are in Need of Management At:ention, Audit Report No.
 
3--650-84-14," dated July 23, 1984. That report recommended
 
that A.I.D. seek a legal counsel ruling regarding the deposit
 
of local currency proceeds which exceed U.S. Government costs.
 
Subsequently, the recommendation was closed on the basis of
 
A.I.D. Headquaiter's officials response that "If the proceeds
 
of sale are "reater than the equivalent of the CCC Ispecified
 
U.S. Government costs] disbursement, the greater amount will be
 
deposited .... A similar pattern will be followed in future
 
agreements."
 

During the audit, this issue was also discussed with responsible
 
officials in A.I.D.'s Bureau for Food for Peace and Voluntary
 
Assistance. Those officials told us that local currency
 
proceeds with exceeded U.S. Government costs in Title . programs
 
were also required to be deposited.
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Manaqement Comment - Regarding recommendation number 2 of this 
report, A.I.D. Headquarter's officials agreed with the findinc 
that A.I.D. Missions require improved 3uidance to help in the 
drafting of PL 430 agreements. The commented that they had 
been aware of that need for some time and had contracted with a 
private firm to completely redraft guidance on food A.I.D. 
Based on our recommendation they now intend to instruct the
 
private firm to include additional guidance based On the report
 
findings.
 

Office of inspector General Comment 
- The steps being taken are 
commendable and should lead to earlier resolution of the report 
recommendations. 
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3. COmo Iance and internal Controls
 

Yoi ance
 

The audic Identi:ied weaknesses in A.I.D. s failure to ensure
 
accountabiiy over and reporting on the use of local currency
 
prcceeds as discussed in Finding No. 1.
 

Nothing else came to our attention, based on the items tested,
 
that would indicated that untested items did not conform to
 
applicable laws, regulations, and agreements.
 

Lnernal Controls
 

The majorLty of the problems noted in this report were due to 
poor internal controls which did not enable A.I.D. Missions or 
recipient governments to account for local currency proceeds.
 
When corrected, the conditions cited will improve programs
 
operations.
 



V:,T OF
 
THE ACC-UFTAIL:TY FOR LOCAL URI-v 

:,T AFRICA
 

PART III - EXHIBITS AND APPENDICES
 



EXHI3IT 1 

Dollar Value Of Audited 
Currency Programs 

(in millions) 

Local 

PL 480 
Title I 

PL 430 
Title II 

PL 480 
Title III 

Commodity
import 
Programs 

Cash Transfer 
Grants 

Burkino Faso 

Congo 

Sambia 

Kenya 

Liberia 

-

$2.0 

-

65.0 

$2.6 

-

4.4 

-

-

-

$40.7 

Mauricania 

Madagascar 

Somalia 

Sudan 

Zaire 

-

13.0 

56.3 

50.0 

55.0 

$241. 3 

13.7 

8.8 

-

-

$29.5 

-

-

$80.0 

_ 

$80.0 

$61.5 

358.8 

20.0 

$440. 3 

-

38.0 

-

S78.7 



EXHIBIT 2 

Tabulation of Unaccountanle, Delinquent
 
and/or Forfeited Local Currency Proceeds
 

Country 


Burkino jaso 


Sudan 


Kenya 


Kenya 


Sudan 


Congo 


Sudan 


Liberia 


Gambia 


Burkino Faso 


Mauritania 


Sudan 


Liberia 


Somalia 


Zaire 


Type of 

Program 


Title II Sec. 206 


Commodity import Program 


Cash Transfer Grant 


Cash Transfer Grant 


Cash Transfer Grant 


Title I 


Title I 


Title I 


Title II Emergency 


Title I, Sec. 206 


itle 11, Sec. 206 


Commodity import Program 


Title I 


Commodity iport Program 


Commodity import Program 


Program 

Year(s) 


(Fiscal Year) 


See Note 


1979 thru 1986 


1982 


1983 


1979 thru 1986 


1982 


1980 thru 1983 


1980 thru 1984 


1984, 1985 


1979 thru 1986 


1980 thru 1984 


1982, 1983, 1985 


1984, 1985 


Unaccountable,
 
Amount Delinquent
 

(Millions) or Forfeited
 

2.6 Unaccountable
 

39.9 Unaccountable
 

.5 Unaccountable
 

28.0 Unaccountable
 

36.0 Unaccountable
 

$ 2.0 Delinquent
 

31.0 Delinquent
 

7.0 Delinquent
 

.8 Delinquent
 

1.1 Delinquent
 

3.2 Delinquent
 

68.3 Delinquent
 

S1137
 

7.4 Forfeited
 

1.6 Forfeited
 

.4 Forfeited
 

S9.4
 

Note: 
 The audit report did not identify nhe specific year for this program.
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C FG: AI D~DE RUZHC $1SG_/01 0850443 
DIsCl: AID
~ZNR IUUUUJ -ZZH D:
?P260215Z MAR 87 

~FM SECSTATE WASIIDC 
3132
-TO AMEMBASSY NAIROBI PRIORITY 

SBT 
UNCIJAS SECTION 01 OF 02 STATE 389198 

FOR RICEARD C. THABET, RIV/A/NAIROBISAIDAC 


FE.00 12356: N/A
 

SSUBJEi CT: AUDIT OF TFE ACCOUNTABILITY FOR LOCAL CUP.RE-'CY
 
IN AFRICA: AA/PPC COMMENTS
 

13, l9a?
>RF: (A) THADET/1)AcATA MEMORkNDOM OF JANUARY 

(B) STAT, 13562ZSq (C) STATE' e65979 

I APPR FtATE TH1I.'j OPPOPTUNITT TO COMMENT ON TEZ DRAFT 
TFF IfiRUS! OFiAJUDIT R7PORT. ALTROUQR PPC CONCURS WIIT7 

R7,PCRT SECULDPCCMllFNDATIO?!,c, BELIEVE 
yTAaE INTO CCNSIDLBRAhTION THE FOLLOWING POINTS.~TEE TWOR I TEE 

NOT 'ACCURATi!LY1. POLICY.. THE DRAFT REPORT DOES 
INPOLICY LOCA.L CUPRIECY'P.RO3D.ArlNlG~R~iSLECT AGENCY ON 

15 AND 19) . T3Z PK't.ICY OFAT Ll'AST T71?.E PLACES (PP. 9, 
TED AGENCY IS. TO ,LNCOUFA3E AN OVERALLFECST 'COUN'TRY
 
~iBUDGT T RFPRESENTS A SOUND. ZZ9NTO.E?
 

FSPLC
ALOCA'TION OF IIDFAYRESOUR.CES. 

RESTATSD IN TRESTATED (P.011'OJECTIVE IS IN PD-5 4), 

~DRAFT PD TH~AT WILL SUERCEDE PD-50 ANJD SEOULD, WF 
R-10-OP.T. PD-5 IS:BELIIEVE, BE REFLECTED IN THE AUDIT 

lf- -A I-N .--

'WAS CONSISTFKNT FOR") ALL AIr-DMNIrERP.D PRO3RA;IS 
9)
G"N.~RATING LOCAL CUR.-EC TOED P 

REPORT CITES A FIGURE of, 'DOLSi72,.,. TPE ,DA17A. THE'DRAYT 
TSAT cANNOr- :BE ACCOUNTED30(;.9 MILLION. OF LO'CAL CURRENCY 

HAAVE, hI~E 'HA IN TH RIPORT:ANV C A NNO0 aFOh. WE 

~H~TAT FIGURE WAS DERIVED., WE :SUGGES?~
TRACKO 

H P0RT±INCLUDE A TA.PULArION,-OF 4TE DATA ADISAv"JREGA1'FI)
AND ~s~

B1,-SOURCE OF LOCAL CURREN%'oT INCLUDINi" THE :COUNTRY 


TH :YEAR ANDA FORM OF ASITNE
 

WOULD BEUEFLT INCLUDE, IN I E,A ONG THSE LINSV," IT 
TEX"CUTIVE SUMMART.,AND-ON P.- I'.Ai-F"I'aS7 PRG.P HO 

tjMAkt OF':l EE'INFORMATION C0VER ED, BY TEE AUDII.' r~s
US 
1 Y _BR ING IN." THE I NFORMAT ION ON P.


COUTj!,DZiE DONE, I1lw"PARl 

-TO-T~H EGINNNGOF'THE RJ:POR?,T
 

)0R:D AKOF,MET 10NN, 'rFPJEPCR.T'FYTE 




u~c~3sYIDSATE ~ 

UKC0L S ITPDOORTTEA D SrRAYhKN 

aPR0;LlS rISCU~SS7D IN T"l AUDITS THAT. W"R EIWDI~i ARI LISTED IN 
PREPARING THIS REPO-RT. WE1ILF, TESE 'AUDITS 

SOMTNOT THATIFAPltRS Wi;OULD REALIZE
~THEAPNII MOST 

GO, BACK AS FAR. AS 1983 AND COVER PROGRAMS
~aaAUDITS 

BEF OR zirEN. FEW READERS WILL ECOGNIz 
. INITIATED I.ELL 


SO: TL' SAME RTPORTS XCKNOWLEDE THAT
STHAT IN ,-AE 

BESI SOLVED (OR TASUTATIALHAVETHEPRORL~mSa 

IN FSTABLISHINGADEO'JATEFAS AIIADY BiN MADE 
j.PROGRESS 
 IN ALL OTHFR CASES,
~KLOCAL CURRENCY CONTROLS) AND THAT, 

THEWCIR WHEN
CORRECTIO,'-S 'A3E ACTIVIOLY KY1lIl,'G ED ON. 

BY PPC 'TO COMMENT INFORMALLY ON
AFRICA BURTAU '.AS kS!.-:D 

OUT THAT SJBSTANTIAL VORK
THE SUBJEFC? Ri;PORT', IT POINTED 

SHAS ALRimkY KBEEN' D0Ui; 1-O SATISFY YOUR FIRST SET OF 
;Of FACTOCR 'YOU MAT.WANT TO

RECOtIINTA T10N S. 
IS GIVEN IN REF ?, WHEREIN FIMSTATES THAT 

aCONSmD:R, MI~1 IS OTRQIRD EEXPECT THAT
RECOAMENDAIION 

KE FORWARDING INFORMATION ON ACTIONS
 
AFRICA BUREAU WILL 


IN KENYA AND SOMALIA.UNDF.RTAKEN 

SINCE MOROCCO IS.,OUTSIDE OF
 4. SCOPE OF REPORT. 
1 REqUFST THAT MOROCCO B
 SA.I.D.'SAl'ICA "URIAU 


EXCLUDED IRCM TEREPOR~T SO AS 70 FACILI.TATFE RBSPONDING
 

i0OUTSIDE INQUIRIFS.a
 

IN A SINGLE COUNTRT--THETITLE I. A SINGLE PROGRAM'5. 
Pi~460 TITL-E, I PROGRAMl IN MOROCCO--ACCOUN4TS FOR MOST OF 

FOR: DOLS 193.3 
2 THE LOCAL C'JRR"_rjlCTY THAT IS UNACCOUNTEtD 

MILLION. ~THE RYASON ITMlLTIO;qJ O0? OF Thi' OLS 3089.9 
THE LOCAL CUKRENCYCANNOT E ACCOUNW'!D FOR. IS THAT 

WITH OTHERTHAT. PRO31'AM VAS "COMMINGLED"GENERCATED UNDER 
P.1 N 1,A
 

a RESOURCES. IN THE GOVERNMENT'S BUDGET 
TEE IMPLICATION IS THAT
 -W*AS DOLS 10.7 MILMC101 IN LENYA. 

I LOCAL CURRENCT SI4OULD NOT BEa 
HOST, COUN.TRYONJED1) PTLE 

> COMMINGLPID WITH OTHER FOS'T COUNTRY~FUNDS."EHO'!FV "LR, 
TO 

a' 

THERE, IS NO POLICY -:ESrRICT ION CURRENTLY IN EFFECT 

RIQUIRL THAT SPDCIAL ACCOUNTS BE ESTABLISHFD 
FOR TITLE I 

ThIS SFOULD BE RECOGNIZED IN THE REPORT. LOCAL CUTR CY. REVIEW WILL 
~aANEW LOCAL CURRENC POIY AE'NW UNDER 

ViIS 'ISSUE-'
PROVIDL CUIDANCE ON 


SICT ION 206. EMERGENCY FOOD AID IS
 6.TITLE I, 

'PROVIDED IN EmillGrUCY SITUATIONS. IN CONTRAST9,SECTION 

2061 FOOD AID NS01MALLY PROVIDED TO CHRONIC, 
MAY HAVE BEENMIhNT OFLVHILCHYOOD IDI)SICIT COUNTRIES,

FOOD AID FOR, SEVERAL YEARS. THUS 
aJRECEIVINJG,'EMERGENCY 

J NOTTH '~SA AS EMz'RGFNCYaT I$ESEO1IIL00-FOOAIia 

THIS SHOULD BE, CLARIFaIED, IN THE, REPOT~.2.
AID AND, 

TWO USES 

'1~?jaaa~aa-PERaMITS' USFORa LOCALaaOIJRREN'ILY, PMISaacTEE LEGI SLATI ON SECT ION 206 PRO3"RAM;S4 THE
>~GRR3NT GNRAEDUUD 

CURRENCY.....................................................................
 

STATE 689I-101 
4 aaaa'"a UNCL.ASSIFIED 

a 
a
J ,"' ' ' "' " 

ag 2 of 4 
9 

a a 

a a' 

a a 
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~ 
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AT-D STATE 06912,/2UNC LAS 


FIRST USE NOTED IN THE REPORT--TO PAY LOCAL
 

lRANSPOGTATION, DISTRIBUTION AND HANDLING COSTS
 

ASSOCIATID WIT3 THE FOOD AID--IS PERMITTED UNDIR THE
 

,EVR, trie SECOND USE NOTED III TRE
LEGISLATION. 

REPORT--TO SUPPORT "PROJECT ACTIVITIES DIRECTLY R9LArED
 

TO EMERGENCY RELIEF OR REHkBILITArION"--IS Nor
 

EXPLICIlLY Pr MITTED IN THE LEGISLATION (P. 2). RATER,
 
LOCAL CURRENCY MAY
IN4 'hHICE SECTION 2C= 
TH- SECOND *A-T 

BE USED, ACCORDING To THE LEGISLATION, IS TO SUPPORt 

ACT-VITIES rESIGNED TO "ALLEVIATE THE CAUSES 
OF THE NVD 

IT IS NOT CLEAR FROM THE REPORT IF
FOR THE.4SSISTANCE." 
LOCAL CURR_(iLCY O'NZRAT!D UNDER SECTION 206 HAS BEEN USED
 

ACCORDING 10 LEGISLATIVE INTENT OR NOT.
 

OF THE DOLS 309.9 MILLION OF LOCAL CURRENCY 
TNAT THE 

REPORT SAYS COULD NOT bE ACCOUNTED FOR, NONE WAS FRO., A 

SECTION 2C6 PROGRAM OR A TITLE III 
IT
PROGRAM (P. 13). 


FOR EXAMPLE, IT
 MAY BE WORTH EMIPHASIZING THIS POINT. 


AL CURRENCY GENERATED IN
 

THE GAII.1A AND IN MAURITANIA WAS 0NACCOUNTED 
FOR, SI CE
 

SECTION 26 WAS THE ONLY PROGRAM IN THESE COUNTRIES 79PT
 

GENEATID EOST COUNTRY-OWNED LOCAL CURRENCY.
 

TITLI III PROGRAIS ARE NEGOTIATD AS
 7. TITLI; III. 

IF CERTAIN
 

LOANS--NOT AS GRANTS-TEAT CAN BE FORGIVEN 


COt DIIOiS ARE FULFILLED (PP. 1, 4
 

AND 8). IN ADDITIONt THE "USE OF LOCAL CURREtNCY
 

PROCEEDS FOR DEVELOPMENT ASSISTANCE" IS NOT 
THE WaY TO
 

IT IS THE USE OF
LOAN FORGIVENESS.
STATE LZAT TRIGGERS 
LOCfAL CURRENCY PF.OCSEDS FOR AGRFED DEVELOPMENT POPPOSrS."
 

SECTION 69. UN'DER SECTION 609 OF THE FAA, THE
 8. 

SPECIAL ACCOUET PROVISION APPLIES TO GRANT-FUNDED 

CIPS 

THE ESF PROGRAM. AS OF FEBRUARY 
THAT ARE POVID'D UNDER 

.!THSPICIAL ACCOUNT PROVISION ALSO APPLINS 
TO
 

1, 197, 5 MILLION. THESE 
CASH TRANSFEHS OF MORE THAN DOLS 

IN T2E.ESF 
lEGAL POINTS SHOULDI BE INCLUDEDSPLC.IFIC 

ON P. 9, AS THE PPESENT T7XT MAY LEAD THE 
DISCUSSION REQUIRED IN
 

TO BELIEVE THAT A SPECIAL ACCOUNT IS
READER 
ALL CASES.
 

(A) THE REFERENCE
 
OTHER POINTS OF CLARIFICATION.
9. 


(P. 11) IS AMBIGUOUS

TO "WHOSE FUNDS WERE BEING USED" 
 TO THE U.S. ALL 

MAY IMPLY THAT THE FUNDS BLON3AND 
LOCAL CURRENCY TEAT WAS AUDITEb 

IN THE REPORT IS HOST
 

COUNTRt-OWNED LOCAL CURRENCY, NOT U.S.-OWNED LOCAL
 

CURREN CY.
 

(B) THE CONCEPT OF "FORFEITED DEVELOPMENT 
IMPACT" IS
 

IN
ITFOUT SOME ELABORATION.
DIFFICULT T0 GRASP 

ADDITION, IT IS NOT CLEAR HOV THE 

FIGURE "HUNDREDS OF
 
Ii, 6, AND 18).


MILLIONS OF DOLLARS" WAS DERIVED (PP. 

IS TO BE RETAINED, PIRHAPS SOME
 II TiIIS CCNICIPT 


DFFI ITION SHOULD BE PROVIDED.
rTPT.ANATIcMJ OR 
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UNCLASSIFIED STANr 089198/02 
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: ....,(C) 2 (PP. 15-16) CO CERNS PL 48FRECOMMENDATION N 

CASH TRAN'SFER AGREEMENTc. TUISAGREEMITNTSt NOT 'CIP OR 
SUGGESTS rHAT T9E.AUDIT DETERMIINED THAT C1P~AND CASq 
TRANS'EP "AGREEMENTS W$ERE RESPONSI VE TO THE FIVE SPECIFIC 
POINTS IN.CLUDED UNDER THIS RECOMMENDATION. IF THIS IS 

THE CASoE, THE IMPLICATION MAY THAT E SHOULD USEFIBE W 

TIESE CIP AND CASE TRANSFER AGREEMENTS AS A MODEL FOR PL
 

480 AGREEMFNTS.. IN ANY. EVENT,. IT WOULD BE HELPFUL IF
 

REPORTSTATED EXPLICITLY THAT RECOMMENDATION 2. DOPS
 .THE. 
 E

NOT APPLY TO CIP AND CASH TRANS'ER AGREEMENTS ZCA U SE p 

THEY WERE TOUND TO BE ADEQUATE. 

(D 'TYAUDIT SUOZGESTS THAT YHEN RECIPIENT COUNTRTS'. 

FOR MORE THAN THE USG COST,SELL FOOD AID COM;1ODITIPES 
TPAEY SHOULD DEPCSIT IHE INCREMENTAL LOCAL CURRENCY (THAT

-1W IS NICEE HE AMOUNT THAT WOULD BE
 

... .... . ... FEICT
........ . T OFP MAK IN'
 .... . .. ..
GENERATED AT HEB-USG COST LEVEL) INTO TEE SPECIAL
 
~ACGOUT (P 1'. THIS W'OULD HAVE THE EFFCOFMIN
 

AVAILABLE FOR
4ADDITIONALLOCAL CURRENCY 
DEVELOPMENT-ORIENE ACTIVITIES. HOWEVER, THIS MI-RT BE 

IN THE PAST,?IE~ASPENALIZING RECIPIENTr COUNTRIES. 
1W'SOMYTIt U.S j1XOT,~ Z"TjSHE OPITEIB~lh 4: FR T IS'fxPNRIF'FD 

4sOME: REC IIINT LGOVF1Ntdi*NJIS RAVE WANTE TO ELFO I 
COST SUBSIDIZE UilBAMAr LfSSTlAN USG IN ORDFR TO 

0.4~~i S11ZI -Ei GOVERNMENTcONSUERS.IN-ThESi CASTS, THE "AD TO SS 

,UDGETARY~ REVINUES TO SAIISFY TE'E SPECIAL ACCOUNT 
BE ARGUED TFr , AS, LONGREQUI.EMENT... (IF ANT). I' COULD 

AS G MENT DEPOSITS THE LOCL CURRENCYAL 
01, THUSG COSTWSO BE SATISFIED. 

Mr COMivENT ON 14 SHOULD Byt ExPANrDD(X..TEE MAt.*AGEMENT P. 
OYLCLAR IFY TAT IMPLEMENTING THE FIRST RECOMMENDATION 

HAS:POlENTIAL RESOURCE IMPLICATIONS IN OF BOTD 
EXPENSE BJD3ETS. IT WOULD ALSO:STAF:FINGL"AND OPERATINlG 

LIUSEIUL. TO POINT OUT rHATSEVERAL MISSIONS I14 AFRICAZ. 
HAVEUSED PRIVATE ACCOUNTING FIRMS 

IQ05 TO WORK ON STRENGTIIENIN' )
(G UNYA) 


UNDFR' THE REDSO.
SAVAILABLE 

HOS COUNTRY LOCAL CURRENCY ACCOUNTING SYSTEMS. SHULTZ
 

~II'NNNN 
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-R';061426Z, MAR 8? 
~FM S)ECSTATE W.ASHDC 

_T AMEMBASSY NAIROBI 263? 
BT 

~U KCLAS STATE 065979 

$07 AI. .. 149 
CN: 01191 
CHRG AID 
DIST: AA 

4AIDAC FOR AAG/RIG/N THABET FROM AA/FVA BOLLINGER 

T 0 2356: N/A 
~TAGS: N/A­
aSUBJECT* DRAFT AUDIT 

.- CURRENCY IN AFRICA 
0OF THE ACCOUNTABILITY FOR LOCAL ; 

1.YOU HAVE 
COMMENTS~YO 

4 CONCURREDO 

REC9jIVEDt OR 4ILL SHORTLY RECEIVE CA12LED 
PPC AND FROM M/FM/CONT WITH WHICH YVA EAS pa' 

S2. ADr,,ITIONAL COMMENTARY FROM FVA CONTAVIED HIREIn 
~7DELSSPECIFICALLY WITH RECOMMINAI~N~2C 
STRENJGTHENING TFF PROVISIONLS OF PL 4.90 AGXEEME!JTS. 

t3". PTA AGREES WITH THE FINDING IN THE DRAFT: AUDIT THAT 
ISION REUIRE IMPROVED GUIDANCE TO 3ELPLIN THY 

"!DRAFTI NG OF4 Pt'400 AkGPFE~M.NTS WE. H!AVYL PEEN A1YARE.!OF 
~THATNEED FOR SOME'TIME AND HAD CONTRACTED VWITH TH IRlM 

, 

, 

RDRAFT ,AID'.HA.NDBOOK ' WHICH PROVIDES GUIDANCE ON'j FOOD 

~AID*:TE IS DRAFT OF TCR*S EFFORT: ISPRESENTLY 'BEING 

~REV;IEVED,, ,BY EVA AND. 1ASED UPON Y1OUR DPAFT 
RECOMMENDATION NO* 2, WE NOW INTEND TO INSTRUCT TCR, TON. 

~INC LUDE'-IN THE SECOND, DRAFT~ OF EB 9 GUIDANCE TO MISSIONS 
WHICH WOULD EELPTEEM TO: 

A. -DETERMINE THE AMOUNT OF LOCAL CURRENCY THAT :SHOULD 

NORMAL LY ,4E EXPECTEDTO0 BE 'GENEFATED, FROM TITLEI :A:ND 
SECT1ON 206 (100 'PERCENTMONETIZATION) PROGRAMS; 

a 

... 

:w 

~3~DETERMINE APPROPRIATE TIMING FOR DEPOSIT 07 
SCURRENCB 

IOCALI 
-a*a7a 

,~ NEGO TIATS -WHEREVER POSSIPLEt FOR 4EOST- COUNTRY 
"CONCURRENCE IN.TEEN USE Of ,'INTEREST-BEAR! KGACOUNTS 

-Y~jLOCAL.VCURRENCY;' a a~a~a'~J' 

FOR > 

DO, FOLLOW44MORE CARhFULLT~ TEE INTENTOI0 FTHE LEGISLATION-.'I 

WITEREGARD TO.DET'ERMINING;T~r, APPLICABLE EXCHANGrLRATE,
i6~ 0Cum~y~GNERATON 'NDERPL" 480 TITLE' Ia~a 

OG0RAMS, AS~CONTAINED IS SECT IC NH10'3 (11 OF LL4809 

a, r'-a." 

'~ 

-

E~ 'sDTEEMIETB ? 
DEE I N rTH APLCAL 

7 T LTIE I, wINEIATIvr.a 

L~A 

N lal 
EXCEANG!rAT 

T 

- a a' 

O.PlS~7 
'PO'SES 

"a ~ a- a ~ 4, 
' ' -
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9 IS STXLL SEVERAL4. 	 SINCE COMPLETION OF THE NE' HS 
WILL PRERARE FOR CONCURRENCE BY THEMONTHS AWAY, FVA 

WORKING GROUP OF THE FOOD AID SUBCOMMITTEE OF THE DCC 
AND SUPSEQUENT TRANSMISSION TO ISSIONS, INTERIM 

AND RELATED ISSUES. WHITEHEADGUIDANCE ON THESE 
BT
 
#5979 
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VZCZCNAO632 
 04-MAR-67 TOR: 22:07
 
PP RUEHNR 
 CN: 65333

DE RUEHC #1819 0622144 
 CFRG: AID
 
ZNR UUUUU ZZH 
 DIST: AA
 
P 032142Z MAR 8?
 
FM SECSTATE iASHDC
 
TO AMEMBASSY NAIROBI PRIORITT 2486
 
BT
 
UNCLAS STATE 061819
 

AIDAC RIG/A
 

E.O. 1235: N/A
 

SUBJECT: COMMENTS OF DRAFT AUDIT REPORT
 

REF: NAIROBI 06541
 

1. AFR/CONT COMMENTS INCLUDED IN M/PM RESPONSr.
 

2. AFR RAS NO OTHER COMMENTS. WHITEHEAD
 
BT
 
#1819
 

NNNN
 

UNCLASSIFIED STATE 061819
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VZC ZC..A35 : :.}

? AU,;1. 
 C .: '. 

iLU.Di h C #&2 38 C5 - 3 C'-.'F: IZ
 
ZNR JUUUU ZZH 
 DISr: AA
 
P Z'E406Z YEE 87
 
YFm sZCrATF WASMDC
 
TO ALMASSY NAIROBI PRICRITY 2359
 

UNCLAS sTAri o82,3e
 

ALUM AID FOR PIG/A/I', TKABET FROM CHRISTENSEN 

E.O. 12355: N/A 
TA"S! N/A
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AID INSPEC'TOR GENERAL
 
AUDIT REPORTS REVIEWED
 

1. 	 PL 480 Proceeds And Usages Needs Closer Monitoring In
 
Madagascar
 
Audit Report No. 3-687-83-8 Dated 2/28/83
 

2. 	 An Assessment Of USAID/Somalia Commodity Import Program
 
Audit Report No. 3-649-84-5 Dated 1/31/84
 

3. 	 Tne Government Of The Peoples Repuolic Of Tne Congo Had Not
 
Complied Witn The Terms And Conditions of its PL 480 Title I
 
Pr ogr am.
 
Audit Report No. 3-679-84-6 Dated 1/31/84
 

4. 	 Tne PL 480 Title I and Title III Programs in Sudan Are In
 
Need Of Management Attention
 
Audit Report No. 3-650-84-14 Dated 7/23/84
 

5. 	 Kenya Program Grant Could Have Been More Effective
 
Audit Report No. 3-615-85-1 Dated 10/2/84
 

6. 	 Structural Adjustment In Kenya Needs To Be Evaluated
 
Audit Report No. 3-615-85-8 Dated 2/15/85
 

7. 	 Audit Of Sudan's Rural Health Support Project
 
Audit Report No. 3-650-85-11 Dated 4/4/85
 

8. 	 Audit of Tne PL 480 Title I Program To Liberia
 
Audit Report No. 7-669-85-8 Dated 5/24/85
 

9. 	 Memorandum Report On Government of Burkino Faso Compliance
 
Witn PL 480 Title II Agreements
 
Audit Report No. 7-686-86-2 Dated 10/9/85
 

10. 	 Audit of tne P.L. 480 Title !I Section 206 Program -

Mauritania 
Audit Report No. 7-682-87-2 Dated 11/7/86 

11. 	 Audit of P.L. 480 Title II Programs - The Gambia
 
Audit Report No. 7-635-87-3 Dated 11/21/86
 

12. 	 Audit of the P.L. 480 Title I Program in Morocco
 
Audit Report No. 3-611-87-1 Dated 11/21/86
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13. 	 Audit of Local Currency Controls in Zaire
 
Audit Report No. 3-660-87-3 Dated 12/3/86
 

14. 	 Audit of Local Currency Generations of Sudan's Commodity
 

Import Programs and Cash Transfer Grants
 
Audit Report No. 3-650-87-4 Dated 12/8/86
 

15. 	 Audit of Local Currency Generated From Somalia's Commodity
 
Import and PL 480 Programs
 
Audit Report No. 3-649-87-7 Dated 1/26/87
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