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The Inspector General's Office of Programs and Systems Audits has
 
completed the subject audit. A draft report was provided to the
 
Office of Financial Management for review and comments. A copy
 
of the comments are attached to the report as Appendix 1. Five
 
copies of the report are attached for your action. The report
 
contains 3 recommendations which are considered reso-ved. Please
 
provide to the Office of Programs and Systems Audits within 30
 
days the actions planned or taken to implement the
 
recommendations.
 

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



EXECUTIVE SUMMARY
 

The Administration and Congress have been 
very sensitive to the
impact that cash management of Federal funds has had on the
national debt. U.S. Government agencies have been urged 
to
 carry out to the
steps improve management of cash advances
provided for 
Federal programs. Inefficiency in cash management
costs the taxpayers millions of dollars 
 every year and
contributes to the increase in Federal debt. 
 Federal policy
endorses extending advances in reasonable amounts to nonprofit
educational 
 or research institutions for experimental,
developmental or research work. 
 A.I.D. extends this policy to
all nonprofit organizations, including and
U.S. internatioral

private voluntary organizations, 
U.S. educational institutions
and U.S. 
and international research institutions. This policy
ensures that nonprofit organizations will 
not have to use their
 own working capital or earmarked funds to finance 
work carried
out under A.I.D. agreements. Department of the Treasury policy
requires 
A.I.D. to monitor the cash management practices of
these institutions to ensure 
that Federal cash is not maintained

in excess of that required for their immediate needs.
 

The audit covered A.I.D./Washington 
cash advances to nonprofit
organizations and funds advanced to personal service 
and other
contractors. 
 It did not cover 
Letter of Credit advances. The
audit universe included outstanding cash advances 
 for 268
rantees and 
 contractors 
 amounting to approximately

54.1 million as of September 30, 1987. The audit work was
conducted during the period October 1987 through May 1988.
 

This audit was 
 limited to cash advances made to nonprofit

organizations and contractors. 
 The specific objectives were to
determine: (i) the 
adequacy of management controls over cash

advances; (2) whether the required 
method of financing advances
 was being used; 
 and (3) whether advances were being put in
interest bearing accounts and 
interest remitted as required by

Federal regulations.
 

The audit disclosed serious weaknesses in the Office of
Financial Management's administration 
 of cash advances to
 
grantees and contractors. 
 A.I.D. officials were not effectively
monitoring the 
 use of cash advances, related
and internal
controls were not properly implemented. The appropriate method
of financing 
advances was not necessarily used. Office 
of
Management and Budget requirements regarding the deposit of cash
advances in interest bearing 
accounts and subsequent remittances
 
of interest earned were 
not enforced.
 

Cash advaiice procedures are incorporated in appropriate A.I.D.
Handbooks. Also, A.I.D./Washington had converted 
 its manual
payment system to an automated pro'ess as part of the new
accounting system, 
 the Financial Accounting and Control System.
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This new system when fully implemented will include many

controls which should improve the Office of Financial Management

administration of cash advances.
 

The review showed that controls were lacking over cash
 
advances. Advances were 
not limited to the immediate cash needs
 
of recipients; recoveries of cash 
advances were not made in a

timely manner; and 
advance records were poorly maintained. The

letter-of-credit method of financing advances 
was not used where
 
required by U.S. Treasury regulations, thereby reducing the time

lag between the receipt of Federal 
funds from Treasury and

disbursement by the recipient organization. Also, advances 
were
 
not always put in interest bearing accounts nor was interest

remitted as required by Office of Management and Budget Circular
 

the U.S. Treasury. 


A-110. 

A.I.D. and Treasury regulations require that cash advances be 
limited to immediate disbursing
days) unless a longer period 
regulations require that unused 

needs (i.e., not more than 30 
is justified. Also, A.I.D. 
funds be promptly returned to 

This review disclosed that cash advance

balances were not minimized. Advances 
were not limited to the
 
immediate cash needs of the recipients; recoveries of rash

advances were not made 
in a timely manner; and advance records
 
were poorly maintained. Because of major deficiencies in the

Agency's accounting records, the auditors were 
 not able to

determine the magnitude of unrecovered advances and the

resulting effect. The amount 
could be substantial because t15.0
 
million of outstanding advances had been
not liquidated for at

least a year, t2.2 million of duplicate payments were made, and

there was t12.3 million of advances in excess of reported

expenditures. In addition, there were a number 
of erroneous

recordings of accounting transactions resulting in an

over-or-understatement 
 of advance balances. The effect was
 
increased Federal borrowing and associated interest costs. This

resulted because Financial Management personnel were not
 
adequately managing 
cash advances to grantees and contractors,

the Financial Accounting Control System after almost ten 
years

of effort had not been fully implemented, and A.I.D. advance

regulations and procedures were contained in numerous 
handbooks

making it difficult for voucher examiners to be totally

cognizant of all cash advance regulations and procedures. We

recommended that steps 
be taken to develop appropriate reports

using the Financial Accounting Control System; detailed internal

instructions be developed to voucher
assist examiners in

processing cash advances; 
 and the performance of voucher

examiners and their supervisors be evaluated to enaure that they

adhere to U.S. Treasury and A.I.D. cash 
advance regulations and
 
procedures.
 

U.S. Treasury and A.I.D. regulations require that the Letter of

Credit method of financing be used for 
a recipient organization

when a continuing relationship for at least one year is expected
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and annual advances will aggregate at least $120,000. This
 
reduces the time lag between the receipt of Federal funds from
 
the Treasury and disbursement by the recipient organization.
 
Accordingly, recipient organizations need only maintain small
 
balances of Federal cash, thus reducing the need for Federal
 
borrowings and resulting interest expense. The review disclosed
 
that as of September 30, 1987 at least 55 grants with advances
 
totaling over $30 million should have been financed under
 
Letters of Credit. This resulted primarily because of
 
unfamiliarity with the requirement as well as disregarding the
 
U.S. Treasury and A.I.D. regulations. We recommended that
 
action be taken to comply with U.S. Treasury and A.I.D. 
regulations requiring use of the letter-of-credit method of 
financing advances. 

A February i0, 1987 revision to Office of Management and Budget
 
Circular A-110 requires that recipients maintain advances of
 
Federal funds in interest bearing accounts and that interest
 
earned on those advances be promptly remitted to the Federal
 
agency providing the funds. A.I.D., one year later, had not
 
sent instructions to its recipients, implementing the A-l10
 
provisions. The audit disclosed that, in general, interest on
 
advances was not being earned and remitted and that, at any
 
point in time, there were substantial unliquidated cash advance
 
balances in recipient bank accounts that should have been
 
earning interest. Consequently, mil'ions of dollars in
 
potential earnings to the U.S. Treasury have been lost, and will
 
continue to be lob: until A.I.D. notifies its recipients of
 
their responsibilities regarding interest on advances.
 
Additionally, A.I.D. had not been monitoring or tracking those
 
recipients that were earning interest. This resulted in
 
interest not being remitted. We recommended that action be
 
taken to expedite revision of A.I.D. policy and guidance
 
regarding the placement of cash advances into interest bearing
 
accounts and to establish controls that ensure the tracking and
 
collection of interest.
 

The Office of Financial Management is in agreement %'th the
 
findirqs and recommendations contained in this report. See
 
Appendix 1 for a copy of their response.
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AUDIT OF CASH ADVANCES
 

TO GRANTEES AND CONTRACTORS
 

PART I - INTRODUCTION
 

A. Background
 

The Administration and the 
Congress have been 
very sensitive to
the impact that cash management of Federal funds has had 
on the
national debt. 
 U.S. Government agencies have 
been urged to
carry 
out steps to improve the management of cash advances
provided for Federal programs. Inefficiency in cash management
costs the taxpayers millions 
 of dollars every year and
contributes to the increase in Federal 
debt. On October 22,
1982, the Office of Management and Budget issued Bulletin 
 No.
83-6 
which required each agency to designate a cash management

officer with responsibility 
and authority for cash management.
A.I.D. designated the Controller 
 as its cash management

officer. The work of the cash 
management officer to
is ensure
t.ie achievement 
of three major objectives: (1) expediting the
tilling, collecting, processing, and depositing of monies due to
the U.S. Government, (2) better 
scheduling and control over
disbursements, and 
(3) reducing excess idle
or casl' balances in

the hands of recipients.
 

Federal policy endorseF extending advances in reasonable amounts
 
to nonprofit educational 
 or research institutions

experimental, developmental 

for
 
or research work. A.I.D. 
extends
this 
policy to all nonprofit organizations, including U.S. and
international private 
voluntary organizations, U.S. educational
institutions 
and U.S. and international 
research institutions.
This policy ensures that nonprofit organizations will not have
to use their own working capital or earmarked fund:, finance
to
work carried out under agreement with A.I.D. 
 Department of the
Treasury policy requires A.I.D. 
 to monitor cash management


practices of these institutions to that
ensure Federal cash
balances are in of
not excess that 
required for their immediate
 
needs.
 

Two methods of financing A.I.D. activities with nonprofit

recipients, in order of declining priority, are:
 

Letter of Credit 
(LOC) - A LOC is an instrument certified byan authorized official of A.I.D. that allows a recipient to
draw funds when needed from the Treasury through the
 
recipient's commeicial bank.
 

Cash Advance - cashA mdvance 
is a payment made by Treasury

check or wire transfer to a recipient upon request before
outlays are made by 
 the recipient, or by of
use 

predetermined payment schedules.
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B. Audit Objectives And Scope
 

This was an audit of cash advances. The specific objectives
 
were to determine: (1) the adequacy of management controls over
 
cash advances; (2) whether the required method of financing

advances was being used; and (3) whether advances were being put

in interest bearing accounts and interest remitted as required
 
by Federal regulations.
 

The audit covered A.I.D./Washington cash advances to nonprofit

organizations and funds advanced to personal service and other
 
contractors. 
 It did not cover Letter of Credit advances. The
 
audit universe included outstanding cash advances for 268 grants

and contracts amounting to approximately $54.1 million as of
 
September 30, 1987. The audit was performed primarily at the
 
A.I.D. Office of Financial Management, Program Accounting and
 
Finance Division. The number of advances selected for 
testing

depended upon the specific purpose of the audit step.

availability and reliability of relevant data, and the dollar
 
value. (See exhibits for amounts tested.)
 

The audit included (1) reviewing practices for issuing and
 
monitoring advances; (2) comparing subsequent expenditures

reported by advancees with the cash advanced; (3) verifying the
 
accuracy of records; (4) ascertaining whether advances vcre
 
outstanding for unreasonable periods and (5) determining that
 
the advances were made in accordance with applicable regulations

and procedures. Questionnaires were sent to recipient
 
organizations to determine whether advances were being put in
 
interest bearing accounts and subsequent interest reported to
 
A.I.D. Discussions were held with project officers, Office 
of
 
Financial Management and Directorate for Program and Management
 
Services officials.
 

The audit was conducted from October 1987 through May 1988 and
 
was performed in accordance with generally accepted government
 
auditing standards. The review of internal controls 
 tested
 
methods, procedures and records established to administer and
 
account for cash advances as discussed in this report.
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AUDIT OF CASH ADVANCES
 

TO GRANTEES AND CONTRACTORS
 

PART II - RESULTS OF AUDIT
 

The audit disclosed serious weaknesses in the Office of Financial
 
Management's (FM) administration of cash advances to grantees
 
and contractors. A.I.D. officials 
 were not effectively
 
monitoring the use of cash advances, related
and internal
 
controls were not effectively implemented. The appropriate
 
method of financing advances was not necessarily used. The
 
Office of Management and Budget (OMB) requirements regarding the
 
deposit of cash 
advances in interest bearing accounts and
 
subsequent remittances of interest earned 
were not enforced.
 

Cash advance procedures were developed and incorporated in
 
appropriate A.I.D. Handbooks. Also, 
 A.I.D./Washington had
 
converted its manual payment 
process to an automated process as
 
part of the new accounting system, the rinancial Accounting and
 
Control System. This new systehu when fully implemented will
 
include many controls which should improve FM's administration
 
of cash advances.
 

The review showed that controls were lacking over cash advances.
 
Advances 
 were not limited to the immediate cash needs of
 
recipients; recoveries of cash advances were not made in a
 
timely 
manner; and advance records were poorly maintained. The
 
letter-of-credit method of financing advances was not used where
 
required by U.S. Treasury regulations, which would reduce the
 
time lag between 
the receipt cf Federal funds from the Treasury
 
and disbursement by the recipient organization. Also, advances
 
were not put into interest bearing accounts nor was interest
 
remitted as required by OMB Circul:r A-liU.
 

To i1mprove FM's control over cash dvances, we recommj-nded that
 
(1) steps be taken to accelerate tull implementation of the
 
FinancialI Accounting Control Syscem to inclurle 
 appropriate
 
reports to control cash Ldvances; (2) detailed internal
 
instructioas be developed to assist voucher 
 examiners in
 
processing cash advances; and (3) the performance of voucher
 
examiners and their evaluated ensure they
supervisors be to 
 that 

adhere to U.S. 
Treasury and A.I.D. cash advance regulations and
 
procedures. We also recommended that action be taken to comply
 
with U.S. Treasury and A.I.D. regulations relating to the use of
 
the letter-of-credit method of financing advances. In addition,
 
we recommended that action be 
 taken to expedite revision of
 
A.I.D. policy and guidance regarding the placement of cash
 
advances into interest bearing accounts and to establish
 
controls that ensure the tracking and collection of interest.
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A. 	Findings and Recommendations
 

1. 	Controls Were Lacking Over Cash Advances
 

A.I.D. and Treasury regulations require that cash advances be
 
limited to immediate disbursing needs (i.e., not more than 30
 
days) unless a longer period is justified. Also, A.I.D.
 
regulations require that unneeded funds be promptly returned to
 
the U.S. Treasury. This review disclosed that cash advance
 
balances were not minimized. Advances were not limited to the
 
immediate cash needs of the recipients; recoveries of cash
 
advances were not made in a timely manner; and advance records
 
were poorly maintained. Because of major deficiencies in the
 
Agency's accounting records, the auditors were not able to
 
determine the magnitude of unrecovered adAncer and the
 
resulting effect. The amount could be substantial because $15.0
 
million of outstanding advances had not been liquidated for at
 
least a year, 2.2 million of duplicate payments were made, and
 
there was t12.3 million of advances in excess of reported
 
expenditures. The effect was increased Federal borrowing and
 
associated interest costs. This resulted because FM personnel
 
were not adequately managing cash advances to grantees and
 
contractors; the Financial Accounting Control System (FACS)
 
after almost ten years cf effort had not been fully implemented;
 
and 	A.I.D. advance regulations and procedures were contained in
 
numerous handbooks thereby making it difficult for voucher 
examiners to be totally cognizant of all cash advance 
regulations and procedures. 

Recommendation No. 1
 

We recommend that the Office of Financial Management:
 

a. 	 supplement U.S. Treasury and A.I.D. cash advance regulations
 
and procedures with detailed instructions to be used by
 
voucher examiners;
 

b. 	 review the capability of voucher examiners and their
 
supervisors to ensure that qualified staff have been
 
rrovided and that effective supervision is being performed;
 
and
 

c. 	 develop appropriate reports using the Financial Accounting
 
Control System that will ensure compliance with U.S.
 
Treasury and A.1.D. cash advance regulations and procedures.
 

Di scussion 

OMD Bulletin No. 83-6 dited October 22, 1982 requires each major 
Federal Iagency to institute an aggressive program for 
strengtherning its cash management process. OMI, zlcng with the 
U.S. Department of the Treasury (Treasury) promoted a policy to 
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improve control over disbursements and minimize the need for
 
cash balances in the Treasury, thereby reducing Federal
 
borrowing and concurrent interest expense. OMB prescribed that
 
an Agency should ensure that cash advance functions such as
 
accounting, reporting, collecting, 
 and disbursing are
 
accomplished expeditiously, effectively, and in accordance with
 
regulations to reduce excess 
or idle cash balances in the hands
 
of recipients. Treasury also prescribed amounts 
 and time
 
limitations for cash advances.
 

The Agency's Cash Management Policy Guidelines require that
 
A.I.D.'s cash management techniques be consistent wik.h Executive
 
Branch objectives, Treasury Department regulations and Agency
 
policy guidelines. Several 
A.I.D. Handbooks establish policies,

regulations, and procedures containing essentially all 
of the
 
Treasury provisions.
 

The review disclosed that FM was not adequately managing cash
 
advances to grantees and contractors. Excess and/or idle cash
 
balances in the hands of recipients were not being minimized.
 
Specifically, 
(1) advances were not limited to the immediate
 
cash needs of the recipients; (2) recoveries of cash advances
 
were noL made in a timely manner; and (3) advance records were
 
poorly maintained. Because of major deficiencies in the
 
Agency's accounting records, the auditors were unable to
 
determine the precise amount of excess advances and the
 
resulting effect on Federal borrowing and interest costs.
 

Advances Were Not Limited to Immediate Cash Needs - A.I.D. 's 
Financial Management Handbook stipulates that advances may be 
made to recipients fo up to 30 days of expenditures. As an
 
exception to this ruie, the period of an advance under the
 
Treasury check method of disbursement may be extended for up 
to
 
90 days when the Assistant Administrator, USAID Director or
 
Office head has determined in writing that implementation will
 
be seriously interrupted or impeded by applying the 30 day rule.
 

A.I.D. Handbook 1, Supplement B, Chapter 15, dated May 3, 1984,
 
sets forth the A.I.D. policy on advance payments for Grants and
 
Cooperative Agreements to all nonprofit organizations:
 

a. . . . Department of the Treasury policy, however, 
requires AID to monitor the cash management

practices of these institutions to insure that
 
Federal cash is not maintained in excess of that
 
required for their immediate disbursement needs."
 

"b. 	Advance payments should be based upon an analysis

of the working capital (e.g., cash) required
 
under the grant or cooperative agreement taking
 
into consideration the reimbursement cycle.
 
Advances to a nonprofit organization shall be 
limited to the minimum amounts needed at any 
given time . 

-5



The Financial Management Handbook requires that requests for
 
advances be approved by project officers. It stresses that the
 
involvement of the project officer in the 
payment process

strengthens the Agency's management system. Since post voucher
 
audits do not include a 100 percent review of each transaction,
 
a primary control in the financial review process is validation
 
by project officers of the advance payment and the processing of
 
"NO-PAY" vouchers to recover advances.
 

The Financial Management Handbook requires that following the
 
project officer's approval, a fiscal review is to be performed

by the certifying officer to permit him 
to certify the payment.

Federal law places ultimate personal financial responsibility on
 
U.S. Government (USG) certifying officers for ascertaining the
 
validity and correctness of USG payments. The Financial
 
Management Handbook emphasizes that the project officer's
 
approval does not relieve the certifying officer of his
 
responsibility, but only serves to strengthen 
the internal
 
control process. Before approval and certification, voucher
 
examiners when processing the payments, are required 
 to
 
determine if (1) funds are sufficient, (2) the reporting
 
requirements have been met, and (3) the amount requested appears
 
to be reasonable.
 

The examinatLion of FM 
grant files for six grantees disclosel
 
that 46 cash advances were made for over 30 days of expenditures

and for as many as 180 days. The auditors tound no evidence
 
that a written determination had been made to justify exceeding
 
the 30 day limit. Two project officers who were responsible for
 
approving 90-day periodic advances, were with
not familiar the
 
requirement. For example, one project 
officer presumed that his
 
predecessors had obtained the proper authority, but could not
 
find the authorizing document. Furthermore, in all of the
 
files examined, the auditors found no instances where the
 
voucher examiner had questioned the need for advances exceeding
 
30 days.
 

Although A.I.D. regulations specify that advances by Treasury

check are to be based on an analysis of the working capital
 
(e.g. cash) requirements of the recipient, the auditors found no
 
evidence that was done. Some project were
this being officers 

not aware of the requirement; one contract officer, who was
 
familiar with the requirement, told the auditors that he was not
 
sure that such financial analyses were documented.
 

The review of FM's cash advance control records disclosed cash
 
advances for 
50 or more days ranging from t27,000 to t3,500,000.
 
Several of these advances were provided even though the grantees

had outstanding advances of over tl million. One grantee had
 
between t5 million and t6.4 million in outstanding advances from
 
March to June 1986. An analysis of adv.-nces made to 14 grantees
 
as shown in Exhibit I showed that over t12 million in excess
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advances had been made to the grantees. While U.S. Treasury

policy requires A.I.D. to monitor the cash management practices

of recipient organizations to insure that cash is not maintained
 
in excess of that required for their immediate needs, this was
 
not being done.
 

Reviews of advances are to be made periodically but not less
 
frequently than each calendar quarter. There various
are 

reporting requirements which recipients of cash advances are to
 
adhere to which could be used by FM to carry out 
it's monitoring
 
functicn. These include the following:
 

- the Federal Cash Transactions Report (W-272) which requires 
recipients to forecast Federal cash requirements in the 
remarks section of the report. This includes the amount of 
cash advances in excess of three days' requirements in the 
hands of U.S. subrecipients and the amount of cash advances 
in excess of 30 days requirements in the hands of non-U.S. 
subrecipients. The report is to be submitted to FM within 
15 working days following the end of each quarter!
 

- the Federal Cash Advance Status Report (W-245) which is 
required to be submitted by non-U.S., non-Governmental 
grantees. This report requires the recipient provideto 

data on cash advances and interest earned; and
 

- the Standardized Financial Status Report (SF-269) which is 
required to be submitted by schools, hospitals and other 
nonprofit organizations under grants and cooperative 
agreements. This report requires the status of cash
 
advanced and expenditures for all non-construction
 
programs. American Schools and Hospitals Abroad 
(ASHA) and
 
foreign government grantees are exempt from the reporting

requirement. The report is to be submitted later than 30
no 

days after the end of each specified reporting period for
 
quarterly reports 
and 90 days for final reports. Extensions
 
to reporting due dates may be granted upon the request of
 
recipients. 
A.I.D. has followed a policy that the specified
 
report period, at the recipient's election, may be either
 
its fiscal year, the Government's fiscal year, or the yearly

period commencing and ending on the last day of the month of
 
the grant's anniversary.
 

In addition to the reporting requirements, A.I.D.'s standard
 
provisions for U.S. non-governmental or international
 
organization grantees except grants the
under ASHA program and
 
Section 301 of the Foreign Assistance Act (FAA) states that the
 
A.I.D. Controller should advise the grant officer if he
 
determines that a recipient has demonstrated an unwillingness or
 
inability to timely report cash disbursements and balances as
 
required by the terms of the grant. review of
The FM's advance
 
control records disclosed that several grantees were not
 
submitting the required reports on time, but were, nevertheless,
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continuously 
given advances. The advance records 
showed that
periods covered by the reports 
varied from one to 
six months.
FM, in many cases, 
continued to authorizf! advances 
even though
the grantee had 
failed to account for relatively large existing
advance balances. Accordingly, large amounts 
of cash advances
 were left in the hands of recipients for lengthy periods of 
time.
 

In response to a previous IG audit 1/ on the same 
subject, FM
 
stated that they
 

... will provide written 
 instructions, 
 to those
 
employees responsible for monitoring cash 
advances,

outlining the procedures to be followed to ensure that
maximum 
control is exerercised 
 (sic) over advances
 
made to recipients."
 

Clearly, monitoring of cash 
advances was still 
lacking. The
prior audit found 
that follow-up, to some degree was made, but
that it could only be categorized as occasional, i.e., when time
permitted. This 
audit disclosed a 
similar ad hoc follow-up
 
system.
 

Other factors contributing to 
excess advances were that (1)
requests for advances 
were not always sent 
by FM to project
offices for approval; (2) certifying officers, due to 
heavy
workload approved only schedules of payment without 
the benefit
of seeing supporting documents; 
(3) certifying officers 
were not
assuring themselves that 
all A.I.D. requirements were considercd
by the voucher examiners; 
and (4) A.I.D. advance regulations and
procedures 
 were contained 
 in numerous handbooks making it
difficult for voucher 
examiners to be 
totally cognizant of all
cash advance reoulations and procedures.
 

Cash Advances Were 
Not Being Liquidated 
In A Timely Manner -When closing out a grant or 
cooperative agreement, 
the recipient
is required to immediately refund 
any balance of unobligated
cash that A.I.D. has advanced 
or paid that was not authorized to
be retained by the recipient for 
 use in other grants or
cooperative 
agreements. For U.S. non-governmental grantees,
is required that the grantee shall within 30 
it
 

calendar days after
the effective termination date 
 repay all unexpended funds
applicable to the grant. A.I.D. shall 
obtain from the recipient
within 90 calendar days after 
the date of completion of the
grant or cooperative 
agreement all financial, performance, and

other reports required as a condition of the agreement.
 

SpecificrIly, the 
 Financial Management Handbook requires that:
 

- if the final voucher has not been received within 
30 days
 
before the expiration of the specified period (usually 90
 

1/ Controls Over Cash Advances 
to Grantees and Contractors
 
Are Lax, Audit Report No. 0-000-82-68, dated April 30,

1982.
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days after grant/contract expiry date), FM should by letter
 
remind the recipient of the expiration date for submission of
 
the final voucher, requesting repayment of the advance,
 
advising that failure to submit by that date will res-ilt in
 
issuance of a Bill for Collection and imposing of late
 
payment and penalty charges on the outstanding advance; and
 

if the final voucher is received within the specified period,
 
the voucher examiner will audit the voucher in the usual
 
manner to determine the amount of advance outstanding after
 
applying the approved expenditures as verified by the audit.
 

An analysis of the advance control cards of FM disclosed that as
 
of September 30, 1987, 110 grants and contracts with advance
 
balances aggregating over t14 million showed no advance
 
recoveries for at least a year and some for over 10 years as
 
shown in Exhibit 2. Further, 131 out of the 268 grants and
 
contracts with cash advances outstanding as of September 30,
 
1987, amounting to over t28.3 million, had expired at least 100
 
days prior to this date. Finally, FM records show that eleven
 
advances were made after the expiration of the agreements.
 

FM did not have an adequate system to recover excess as well as
 
unused advances. For example, some of the files for expired
 
grants or contracts which had outstanding advances could not be
 
located and may have already been sent to storage. A listing of
 
these items was provided to FM for follow-up. Inadequate staff
 
was repeatedly mentioned as the reason FM was not executing its
 
responsibilities. Another factor contributing to the problem
 
was the delay in implementing the new FACS. When FACS is fully
 
on line, it will provide aged advance reports that will assist
 
in identifying old outstanding advances that should be
 
liquidated.
 

Advance Records Poorly Maintained - Pursuant to Federal policies 
for accounting for financial operations of Federal agencies set 
forth in the Budget and Accounting Procedures Act of 1950, 
A.I.D.'s accounting system is to provide for effective control 
and accountability over all A.I.D. funds, property and other 
assets. 

Accordingly, A.I.D. Handbook 19, Chapter 1 prescrib-. standards
 
for internal control which require:
 

- an accounting system that provides a coiplete and reliable 
record of A.I.D.'s resources and operations; 

- all transactions to be supported by adequate documentation 
and recorded so that they may be readily traced by auditors 
or others from the originating documents to summary records 
and to the financial repcrts; and 
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accounting and physical control safeguards to be established
 
for all funds, property and other resources of the Agency.
 

FM's advance control records did not comply with the three
 
prescribed financial management standards. The accounting
 
system did not provide complete and reliable data, transactions
 
were not adequately documented and in some cases could not be
 
located and there was a lack of accounting and physical
 
safeguards.
 

As part of the review, the auditors compared cash advance
 
balances as of September 30, 1987, recorded by FM in the
 
automated financial data base FACS, the manual accounting

records which included the advance cards and the Financial
 
Management Control Sheets maintained with the grant and contract
 
files. The results disclosed that several advance balances were
 
not recorded in the FACS data base; and one or more of the
 
control documents disagreed on the amount of advance outstanding
 
for 23 of 47 grants. The differences ranged from $735 to $1.3
 
million (see Exhibit 3).
 

In addition, FM's treatment of like transactions was not always
 
consistent. For example:
 

- advances were recorded as reimbursement of expenditures and 
vice versa. Ten advances to three grantees aggregating over
 
t8 million v,,ere recorded as reimbursements not advances and
 
three reimbursements of expenditures to two grantees
 
aggreqating over t2.3 million were recorded as advances not
 
reimbursements; and
 

payments of cier t200 thousand which should have been
 
applied to outstanding advances were treated as
 
reimbursements of expenditures. This in combination with
 
previous advances resulted in excess cash in the hands of
 
the recipient of over $1.4 million.
 

Further, there were transactions that were not recorded,
 
understated, overstated, or did not have supporting documents.
 
For instance:
 

- advances to one grantee of over t3.5 million were not 
recorded; 

- liquidations were 
recorded resulting 

not 
in 

recorded or were 
an overitatement 

just partially 
of unliquidated 

advances to three grantees by over $6.8 million; 

- liquidations recorded in excess of the amount advanced 
resulting in an understatement of unliquidated advances to 
three grantees by over $1 million; and 

- liquidations recorded for over t5 million did not have 
supporting expenditure reports and over t3 million of this 
amount were liquidations previously recorded. 
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As a result of the manner in which transactions were being
 
handled, four duplicate cash advances were made totalling
 
$2.2 million as shown in Exhibit 4.
 

The audit showed that practices recognized by FM as necessary
 
were not being consistently followed. FM officials responsible
 
for control of advances indicated that the General Ledger
 
advance account should be reconciled once a month. However, as
 
of January, 1988, the General Ledger had not been reconciled
 
against the subsidiary accounts for over nine months. Also,
 
because of a lack of personnel, the advance cards had not always
 
been updated and properly reconciled.
 

When reviewing FM's records, the auditors were unable to locate
 
several control records for several grants, i.e., the advance
 
cards and the grant/contract folders with their financial
 
management control sheets. A list of 40 missing project
 
folders, was submitted to FM prior to December 10, 1987, but had
 
not been located by the conclusion -f our audit in May 1988.
 

The auditors found that no controls were established to
 
safeguard cash advance control records. The grant/contract
 
files were often out of the file drawers for several days at a
 
time, were frequently misfiled, or were bunched at a front desk
 
waiting for processing. The advance cards were placed where
 
they were accessible to anyone. No checkout system had been
 
developed for advance control records. The auditors were also
 
told that many documents had been lost in transit to and from
 
offices.
 

Consequently, the auditors were unable to examine all documents
 
selected for testing. In response to the previous IG audit in
 
1982, FM stated that it had required all users to sign out
 
folders taken from the files and would continue this practice.
 
The auditors did not observe this to be the case during this
 
review.
 

In conclusion, FM had not effectively implemented cash advance
 
controls which has resulted in excess cash advances augmenting
 
Federal borrowings and interest payments.
 

The Chief of PFM/FM/PAFD stated that FACS, when fully
 
operational, will automatically reconcile the advance account,
 
will maintain advance balances for each grantee and project,
 
will determine advance needs for each project, and will age the
 
advances. However, FACS will only be as reliable as the
 
information entered which is where the current problem lies. It
 
is doubtful that FACS will make much difference unless controls
 
are established that will result in proper data entry.
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2. 	 Letter of Credit Method of Financing Advances Was Not Being
 
Used Where Required by U.S. Treasury Regulations
 

U.S. Treasury and A.I.D. regulations require that the Letter of
 
Credit (LOC) method of financing be used with a recipient
 
organization when a continuing relationship for at least one
 
ear is expected and annual advances will aggregate at least
 
120,000. This reduces the time lag between the receipt of
 

Federal funds from the Treasury and disbursement by the
 
recipient organization. Accordingly, recipient organizations

need only maintain small balances of Federal cash, thus reducing
 
the need for Federal borrowings and resulting interest expense.

The audit disclosed that as of September 30, 1987 at least 55
 
grants with advances totaling over 30 million should have been
 
financed under LOCs. This resulted primarily from unfamiliarity
 
with the requirement as well as disregarding the U.S. rreasury
 
and A.I.D. regulations.
 

Recommendation No. 2
 

We recommend that the Office of Financial Management in
 
consultation with the Directorate 
for Program and Management
 
Services initiate action to comply 
 with U.S. Treasury
 
regulations on use of Letters of Credit.
 

Discussion
 

The Treasury Financial Manual Ltates in Part 6, Chapter 2000,
 
that a Federal program agency shall use the LOC financing method
 
with a recipient organization, such as an educational
 
institution, international organization, or any other public or
 
private organization, when a continuing relationship for at
 
least one year iA expected with such recipient and annual 
advances will aggregate at least t120,000. A.I.D.'s
 
implementing procedures for grants for this Treasury requirement
 
are 	stated in Handbook 13, Chaptar 1, Part 0.
 

According to the Treasury, the LOC enables recipient
 
organizations to withdraw cash from the Treasury concurrently

with disbursements and as frequently as such disbursements are
 
made by the recipient organization. The Treasury ensured that
 
with the letter of credit method, there would not be any time
 
lag between the receipt of Federal funds from the Treasury and
 
disbursement by the recipient organization; therefore, recipient
 
otganizations need only to maintain smi'll balances of Federal
 
cash,
 

Advances by Treasury checks were provided to grantees with whom
 
A.I.D. had a continuing grant or contract arrangement for at
 
least a year and amounted annually to at least $120,000.
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Examples as of September 30, 1987, were as follows:
 

Number of Grants 
 Advance
 
And Contracts Outstanding
 

33 $ 120,000 - $ 300,000 
12 over 300,000 - 600,000
 
1 over 600,000 - 1,000,000
 
q over 1,000,000 - 3,020,000
 

All these grants and contracts had 
terms of 1 to over 5 years.

The amount of advances outstanding for these recipients were
 
over $30 million.
 

Several current 
A.I.D. practices contributed to the lack of
 
noncompliance with Treasury regulations. Whereas, handbooks for
 
financial manageinent, grants, and contracts 
 contained the
 
subject Treasury provisions, grant officers responsible for
 
determining the method of financing with the 
concurrence of
 
FM/PAFD approved periodic advance provisions for several grants

without 
regard to the U.S. Treasury and A.I.D. regulations.

Some officers believed 
that the Foreign Assistance Act (FAA)
 
gave them some flexibility, while others 
did not know that the
 
Treasury regulations were applicable to the contracts and 
grants

they negotiated. FM essentiaily concurred with such practice by

processing the payments. One project 
officer responsible for 
many grants explained that the advance procedures they followed 
were necessary to allow for the slow payment processing at FM. 

U.S. Treasury regulations state that international programs

should consider, whenever possible, each participating country
 
or international organization's fiscal needs and policy

considerations for funding these programs 
provided the U.S.
 
Government's cash management policies 
 are not compromised.
 
Treasury policies regarding advance financing of Federal
 
programs were established to minimize the 
 impact of such
 
payments on the level of the public 
debt and related financing
 
costs.
 

Requests 
 for waiver s to specific provisions of Treasury
 
regulations will be considered by Treasury if presented in
 
writing to the Director, Special Financing Staff, Financial
 
Mcnagement Service. A.I.D.'s requests for waivers 
are to be
 
submitted through FM.
 

However, without 
a wai '-r, the Agency prescribed the following

policy for grants (Handbook 13) which is not consistent with the
 
use of LOCs as required by Treasury regulations:
 

"The letter of credit -
Treasury Financial Communication
 
System (LOC-TFCS) method 
of financing in not authorized 
for use with non-US organizations organized, located, 
and operated outside the United States." 
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This policy does not comply with Treasury requirements,
 
therefore, a waiver should have been requested from Treasury if
 
compliance is not feasible. However, in our opinion, the LOC
 
procedures should be used whenever possible negating the need
 
for a blanket waiver.
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3. 	 A.I.D. Did Not Require Advances To Be Put Into Interest
 
Bearing Accounts
 

A February 10, 1987, revision to Office of Management %.nd Budget

(OMB) Circular A-110 requires that recipients maintain advances
 
of Federal funds in interest bearing accounts and that interest
 
earned on those advances be promptly remitted to the Federal
 
agency providing the funds. A.I.D., one year later, had not 
yet
 
sent instructions to its recipients, implementing 
the A-110
 
provisions. The audit disclosed that, in general, interest 
on
 
advances was not being earned and remitted and that, at any
 
point in time, there were substantial unliquidated cash advance
 
balances in recipient bank accounts that should have been
 
earning interest. Consequently, millions of dollars in
 
potential earnings to the U.S. Treasury have been lost, anJ will
 
continue to be lost until A.I.D. 
notifies its recipientcs of 
their responsibilities regarding interest on advances. 
Additionally, A.I .D. had not been monitoring or tracking those 
reciplents that were earning interest. This resulted in 
interest. no benot remi tted. 

Recommern a'. : ,o. 3t o 

We recor:7 i that the Office of Financial Management in 
cons '.tat ,n with the Directorate for Program and Management
Serv ices : 

a. 	 iL ,o -itelv' sen.] Instruct ions to al advance recipients to 
ensure compl iance wi t, OMB requ 1rement s 

b. 	 establi st. prrl. 'ir. (en (.r that advance, future 
s arrIepert [,I o' I Ie- I nst ruct1. ions regarding OMB 

Ie(uir eneMnn! c it!', I iv Iric s anI l nterest prior to their 
receip[t -) a, , :r, -

C. 	 notify x 0cisi t, w ,I,ex 1st n advance to refund interest 
alrea ] , , srn! 

d. 	 estal" Q;", a siyste to moni tor/track i nterest being earned 
and t ) ensure that it is being periodically refunded as
reqi 	r,,,d
 

D i sc ul s I nri 

The Fedler,il Heieister, on February 10, 19117, provided notice that 
OMB Cire-ular A-11O, "Uniform Requirements for Grants and 
Agree-ment withi Inst itut ion; of Higher Educnt ion, Hospitals, and 
Other Nonprrif i t Organi zat ions" war; being revised "effective 
imm-l 	lat,.I y. Tfi, rev it;ion p)rovided that 
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"recipients shall maintain advances 
of Federal funds
 
in interest bearing accounts. Interest earned on
 
Federal advances deposited in such accounts shall be
 
remitted promptly to the Federal agencies that
 
provided the funds."
 

OMB Circular A-I10 had previously provided that Federal cash
 
made available to recipients of grants would be timed to
 
coincide with their cash needs. This revision does not change
 
that policy nor does it encourage grantees to maintain
 
unnecessary balances of Federal funds. The revision merely
 
recognizes that all Federal cash will not always be disbursed
 
immediately upon receipt. Therefore, when cash is available it
 
should be deposited in interest bearing accounts.
 

The revision wa3 based on a recommendation made by the Inspector 
General, Department of Health and Human Services (IG/HHS). The 
IG/HHS made an audit to determine what percentage of grantees 
were using interest bearing accounts for deposits of Federal 
funds. They reviewe] abouit 4,000 nonprofit grantees of the 
Office of Human Development Services and the Public Health 
Service. The review disclosed that 80 percent of the grantees 
did not earn interest on Federal funds kept in banks, 16 percent 
camel interest bu! did not report or return any of it to the 
Federal Government and only 4 percent earned and returned 
int erest. From a limite,] test, the IG/BIiS estimated that the 
Federal ,c.er:imnt lost a !)u t $ mi I ion in potential interest 

A. I .D. I]i 1 n-,t im[-!emert the February 10, 1987 revision to OMB 
Circular A- I10. ()ne year ha!; passed since A .I. D. was put on 
not ice t h, * it, m.;t reqgtri re plaicemeo-t of cash advances into 
interes t hepar ing ccu)jnt!s it!; recipients. However,- by A.I .D. 
ha] not y- sr,ert implemionting instructions to their numerous 
rec ipi ent 1). the same time sister agency, theI)r i rig a U.S. 
Informat i: Agec'y, ai, already sent letters of instruction to 
its rec lpient.s )y March 1l, 1987, or approximately one month 
ater t h ) rev ,ion appear in the Federal Register. 

Wi thin the It ureau for Management, a Procurement Policy, Planning 
and Evaliiat ion ( PH) staff had sent the foilowing memorandum to 
Financial mar jagement, (FM) n I ]y 27, 19H7. 

"At tached are d raft changes, to Handbook 13 to implement 
the revision )f OMB Circular A-110 that requires 
recipient ,; to mai ntain advfancen in interest bearing 
account s. I wou Hd appreciate your comments and 
clearance . 

There are two areas in part icular that. I have questions 
about . On(e concerns the Refunds clause. Since 

-16



interest earned is 
 now required to be refunded
 
quarterly, is it appropriate to specify in the clause
 
how to make refund, or should this bR covered in the
 
grant schedule, or some other way. What do we need to
 
say?
 

Secondly, you will note tha" I have not made any

changes to the Letter of Credit. (LOCI payment clause.
 
I assume that the LOC terms and conditions will specify
 
that advances must be maintained in interest bearing
 
accounts. 
 If that is not the case, please let me know.
 

Also, let me know if any other changes need to be made
 
in the payment/financing provisions."
 

FM did not respond.
 

Another note was sent to FM at 
the end of December 1987, which 
stated that if a response was not forthcoming by January 19,
198F8 the changes to Handbook 13 would be published as drafted. 

Again, there was no response and the draft changes were sent to 
the Office of Information Resources Manigement for publication.
PPE personnel estimated it would take one to two months before 
the charigos wo u I]I appe a r in the HIand book and had no idea when 
the revi si on would )o implemente,]. The new requirement was 
finally ncorporated i ni,Hndbook 13 effective January 4, 1988. 

When ask ;-About how they would actually implement this 
guidance, ITE per.sonne I st e, ,hey hiad thought only about a 
prospect i ve approach; .e.,* th t new grant agreements would 

conttain the abc (7 laise re(lijiri:n recipi ernts to deposit cash 
advanc . Int. o i nt 0eres,it, bear rag ac(counir ts; . SpecifIcally, they
said intructios hdi, not been given to current recipients.
They b, 1 evve, th;it the OMB revision did not apply to those 
grants inr! 'f fet I i ,r to) the date0 of the rev i si1 on. The 
aud itor! ,iisag r e . 

Wliil,, ho- Aqency ha!; been slow in impleMent ring th, revision, the 
I8 of fire has takenil the initiative to include the new 
requ irfmvnt a ; piart of itsn A-I I 0 audit procx est. This Includes a 
profor ia letter which i; sent to granteer. informing them of the 
requirement,; 
 of )MH Circular A-I 10 including paragraph B.a. 
relative to maintaining advance of Federal funds in interest 
bear inq accountn. 

Since tie ef fect iv, dat. of the OMH revvision, the Federal 
Government has lost mi , ioni; of dol lars of int erest income 
because, agencien, like A. I .)., have taken far too long in 
impl ement ing t he new requirement s (as noted in the previous
sect ion) . PRadi ly avai lab)le records showed that during 1986 and
1987, A.1 .1). 'n un 1iquidnt.ed cash advance balance; averaged over
t50 mill ion. Therefor,, ',vera at a nominal rate, a considerable 
amount of interent may have alIready been lout. 
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There is documented evidence that some recipients have already

earned interest on A.I.D. advances. However, A.I.D. has no idea
 
which recipients these are, except for the few that occasionally

refund, to A.I.D., the interest they received. Based on 68
 
responses to a questionnaire sent to recipients with outstanding
 
(unliquidated) cash advances as of September 
30, 1987, the
 
auditors found 
that 49 had not, while 14 had put their advance
 
in an interest bearing account. Five recipients did not
 
indicate in their response whether they had or 
had not put their
 
advance in an interest bearing account.
 

The 14 cash advances that were placed in interest bearing
 
accounts were reported by 12 recipients; i.e., 2 recipients had
 
2 advances each. Of these 12 recipients, only 3 stated that
 
they had refunded some interest to A.I.D. The 
remaining 9 were
 
contacted and stated 
they, had not refunded any interest. One
 
recipient (Grant No. HS1! 1372G00603400) stated that the A.I.D. 
Project/Grant Officer told them they could "keep it." The 
auditors informed the recipient that even if the Project Officer 
had to]-l them to keep the interest it would still require a 
written amendment authorizing such action. In addition, the 
Project Officer denied having given the recipient permission to 
keep the inlerest. The recipient acquiesced and on January 28, 
I980, refun ,ed the t9,006 in interest to A.I.D. 

Another recipient was holding over $26,000. A finance officer 
for that or,ini zat i-r stated that they were waiting for an audit 
to) tell them wlhat to do with the accumulated interest. Included 
ii this amount was over t15,000 which had been earned on 
advanc e!; issu i a- carly as September 1983 on two grants which 
ha] Xj) ir, ,! nn Jtu e, 30, 1984, and December 31, 1985. In all,
theo, ab(-v( I,2 recipients were holding approximately t50,000 in 
accumw ] a~d~ ~nt ertr;t which had not yet been refunded as of the 
date o)f th audit questionnaire. 

AcIor r; lIy, act iors; are needed to require the placement of cash 
advan ,es 2nt interes;t bearing accounts by all recipients and to 
estahlli;), the- intornal controls necessary to ensure the tracking 
and collect ion of that interest. 

Manajomnt and Office of Inspector General Comments 

FM stated it wil l implement Recommendations 3a through 3d, but 
i s not sure how to address 3e. FM suggests an audit as a 
possible solution to 3e to insure interest earned on cash 
advanc,s is paid. Audit is a good verification factor, but 
should not subsit i tute for management control because an audit 
may never be made. We suggest several solutions. One is to 
record a rec,.ivable with no value establishing the need to 
monitor th,- collect ion of interest. Another may be to contact 
Treasury to) see if they have a recommended solution for 
Governmenit aq,,ncies which A. I. D. might adopt. Another might be
 
to mo)ni to)r interest earned by using the W245 report that 
requires, th. recipient to provide data on cash advances and 
interesit ooed18 



B. Compliance and Internal Control
 

Compliance
 

The audit showed that the Office of Financial Management was not
 
in compliance with A.I.D. cash advance regulations requiring
 
that qualified and continuous supervision be provided to ensure
 
that: (a) advances were limited to the minimum amounts needed
 
for immediate disbursing needs; (b) excess cash balances were
 
promptly returned to the Agency; and (3) advance control records
 
complied with A.I.D.'s financial management standards. Also,
 
the LOC method of financing advances was not being used when
 
required by U.S. Treasury regulations. In addition, advances
 
were 
not being put in interest bearing accounts nor was interest
 
being remitted as required by OMB Circular A-110. These
 
conditions are discussed in the appropriate sections of this
 
report. The compliance tests were limited to compliance issues
 
related to cash advances. Because of the numerous instances of
 
noncompliance, no assurance relative to compliance can be given
 
for the items not tested.
 

Internal Control
 

Noncompliance issuies included in this report resulted from
 
weaknesses ii, internal controls. 7he auditors found that
 
controls ha] not been integ3rated into the new Financial
 
Accounting Control System to ensu,.e compliance with U.S.
 
Treasury and A.I.D. cash management regulations and procedures.
 
Voucher examiners were not provided with detailed internal
 
instructions on performance of their duties nor they
were 

receiving adequate supervision. The review of internal controls
 
was limited to the methods, procedures and records related to
 
the cash advance function.
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C. Other Pertinent Matters
 

The lack of controls was not disclosed to A.I.D. management as
 
stipulated by the Federal Managers' Financial Integrity Act
 
(FMFIA). Through the FMFIA process, Financial Management (FM)
 
should have surfaced the need for management assistance to
 
resolve the weaknesses in the cash advance system. FM did not
 
make good use of the process. Instead, in 1987, FM reported in
 
its internal control assessment report that satisfactory (1)
 
review procedures had been established to ensure that advances
 
were made only for the immediate disbursing needs of the
 
recipient organizations, (2) written procedures had been
 
established to control and monitor 
 advances made to
 
organizations, and (3) procedures had been implemented to ensure
 
that unauthorized advances were not made to profit making
 
organizations. The report submitted by A.I.D. was inaccurate.
 

As required by the FMFIA, heads of each agency are required to
 
submit annual statements on the status of their internal control
 
systems. Bv December 31 of each year, the head of an agency
 
shall submit a statement to the President and to Congress
 
indicating amonq others, whether the evaluation 
of internal
 
controls was conducted in accordance with OMB Circular A-i23,
 
the material weaknesses were identified, and that a plan for
 
correcting material weaknesses on a timely basis was developed.

The evaluations and the annual reports serve as the primary
 
mechanisms for ensuring the financial integrity of Federal
 
programs. Heads of each agency component are responsible for
 
establishing controls to ensure the accuracy of reports to the
 
agency head.
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EXH!BIT 2 
Page 1 of 3 

AUDIT CF CASH ADVANCES TO GRANTEES AND ONTRACIORS 
SC I.,E OF ADVANCES UNLQIDATED) FOR AT LEAST A YEAR PER ADVANCE CARDS 

(AS 	 OF SEPTEMBER 30, 1987) 

OBLIGATION LAST VUCHER DATE OF [ATE LK]LIQUIVATED 
NA4E OF GRANTEE OR CONTRACTOR NUMBER 1/ NUMBER LAST EIR ECPIRED ADVANCE 

1) AA Bolivia Flood not available 
2) AA Bolivia Drought not available 
3) Abdulaziz Asakkfaff not available 
4) Afghanaid AS0290G00513000 
5) American Agriculture Assn. not available 
6) Amer Consor for Intl Pub Ad DAN1096GSS307900 
7) Amer Ccnsor for Intl Pub Ad PDO092GSS616400 
8) Amer Enterprise Inst OTR)86GSS445800 
9) Amer Friends of Maru A Pula HSH1323GSS303000 

10) Amer Hospital Supply Corp not available 
11) Amer Israeli Civil Liber Cltn NEB02OGO0519000 
12) Amer Plywood Assn not available 
13) Amer School of Oriental Res HSH1313GSS308800 
14) Amer University Ti P 7425043 

51100003 
51100030 

279069 
6400829 
3600079 
6403584 
6405377 
6401593 
7401565 
6600310 
6404980 
6600287 
6403147 
3600030 

01-May-84 
01-May-84 
23-Jul-84 
18-Nov-85 
01-Jan-83 
01-Jun-86 
09-Sep-86 
10-Jan-86 
06-Dec-86 
29-Aug-86 
08-Aug-86 
12-Aug-86 
18-Apr-86 
02-Nov-82 

9/30/87 

9/30/85 
9/7/87 

12/31/85 
6/30/86 

6/30/88 

12/31/86 

$ 24,160 
6,745 
1,500 

120,000 
22,000 
5,000 

45,000 
74, 269 
89,575 
40,000 
68,765 
25,000 
27,000 
12,102 

15) Americares Foundation not available 6401780 06-Feb-86 779 
16) Asian Institute of Technology 
17) Atchison, Joseph E. 
18) Atelier d'Architecture 
19) Baier, Kraig G. 
20) BDT (Bank of Chad) 
21) Beirut University College 
22) Bethlehem Tech Foundation 
23) Beauchamp, George 

not available 
not available 
not available 
OTR-2139 
6770388G14PIL1 
IIB02OOG00301200 
not available 
ASH 5180 

493076 
6600307 

681000020 
5270038 
677005 

26800002 
391065 
520002 

01-Nug-85 
27-Aug-86 
01-Mar-84 
01-Apr-a3 
01-Jan-79 
01-Jun-84 
01-Sep-86 
01-Nov-85 

7/28/85 

19,500 
15, COO 
1,267 

15,101 
33,000 
90,000 
1,250 

759 
24) BLJ( Group Inc. 
25) BIZ Group Inc. 
26) Bonwer Afghanistan Kamitee 
27) Booker Washington Foundation 
28) Boomqard, James 

AFRC11992 
AFRI199W35 
ANE0290G00603700 
PDXC3230GO0413700 
not available 

7551612 
7353077 
6404890 
5403408 
497-057 

05-Oct-76 
23-Feb-77 
07-Aug-86 
01-Apr-85 
01-Jun-84 

9/30/87 
9/30/87 

6,558 
4,000 

250,000 
17,455 

320 
29) Boulos Kefageh not available 278-004 01-Dec-84 500 
30) Cafrad 698-0397 861003 31-Jul-86 1,413 
31) Care 
32) Caribbean Conservation kssoc 
33) Caribbean Council 
34) Charles R Drew Postgraduate 
35) Charles R Drew Postgraduate 
36) Commerce, Department of 

663-5702 
MD5651365 
LAC-1014 
IAN5053GSS507600 
DAN5057GSS509100 
BST581PCT217500 

6439605 
538377 

3404269 
6402919 
6403184 

831106 

01-Apr-86 
01-Sep-85 
17-Nov-82 
O-Mar-86 
18-Apr-86 
16-Aug-83 

11/15/85 

8/31/86 
9/30/86 
9/30/86 

161,000 
9,000 

14,976 
53,751 
59,407 
31,760 

1/	Advance cards did not always provide an obligation number. In those instances,
 

"not available" is indicated.
 

/ 



EXHIBIT
 
(2 of 3)
 

AUDIT OF CASH ADVANCES TO GRANTEES AND CONTRACTORS
 
SCHEDULE OF ADVANCES UNLIQJIDATED FOR AT LEAST A YEAR PER ADVANCE CARDS
 

(AS OF SEPTEMBER 30, 1987)
 

37) Devoy, Robert S. 
 493-0284 493000027 01-May-83 500

38) Dias, James AFR929S00203800 2405163 12-Apr-82 2,800

39) Ebasco Service Inc. TPG7425053 98830339 01-Mar-83 125,000

40) Energy, Department of not available 3600205 23-Aug-83 
 10,000

41) Florida Asmn Voluntary 1AC0630GSS304700 6405134 18-Sep-86 9/30/86 74,712

42) Food and Agriculture Org CTROOOOGSS612900 6405192 22-Aug-86 12/31/86 770,000
43) Food and Agriculture Org O00GSS613600 6405265 01-Aug-86 12/31/86 494,000

44) Food and Agriculture Org AFR0135G00107000 6402383 01-Apr-86 9/30/85 1,352

45) Food and Agriculture Org MYOT000GIC612200 6405302 05-Sep-86 12/31/86 906,000

46) Food and Agriculture Org OfRO000G00611200 6404905 01-Jul-86 3/15/87 75,000

47) Gomez, Armando AL1525406T 2403464 01-Mar-82 
 2,356

48) Hampden Intl. Ltd. not available 6600039 01-Dec-85 20,000

49) Hendopranoto Suselo 
 497-4040 4970054 01-Jun-84 1,418

50) Inter Amer Can of Women Org LAO)600G00901100 6400161 21-Nov-85 9/30/85 79,656
51) Inter Amer Inst of Human Rts LAC0591GO0206100 6405108 20-Sep-86 12/30/85 95
52) Inter Amer Inst of Human Rts LAC0591GSS306800 6405240 04-Sep-86 12/31/87 133,268

53) Intl Center for Agri Res DAN-3022 6404168 ll-Aug-86 11,337

54) Intl Human Rights Law Grp OTR0086GSS348700 4404502 07-May-84 3/31/84 38,331

55) Intl Human Rights Law Grp MOT086GSS508300 not avail 20-Jan-87 12/31/85 12,650

56) Intl Inst for Energy Conser DP0000G00608000 6600100 01-Jan-86 12/31/86 50,000
57) Intl Inst of Trop Agri DAN1406,00502400 5404482 05-Jun-85 6/30/85 36,000

58) Int'l Maize & Wheat Imprvmt DAN1406G00505300 5401175 11-Sep-85 11/30/85 75,000

59) Int'l Maize & Wheat Imprvmt DAN1406G00507300 5406174 12-Sep-85 5/31/86 30,000

60) Jordan Family Planning Prot MD6237014 27800015 01-Jun-83 4/20/83 2,000

61) Kenton, Jeffery not available 641014 01-Sep-86 4,190
62) Kojan, Eugene Dr. OFDO000C0305200 527000063 01-Jul-83 9/30/83 300 
63) Labor, Department of IID0249PDL220300 497070 01-Sep-84 9/30/82 741
64) Landis, Maurice not available 386000057 01-Aug-83 3,186
65) League of Red Cross Societies OTRG000IN349900 6401862 04-Feb-86 12/31/84 130,696
66) League of Red Cross Societies 01TR00 04500 6402109 10-Feb-86 12/31/86 2,588,292

67) Lerner, Eugene 
 AFR-1157 730107 13-Oct-82 500

68) Louisiana State University LA(AJ) 75-65-A-8 4538566 04-Dec-73 3,197

69) McC-oan, Francis Edward AFR-C-1476 9424810 01-Feb-79 2,300

70) Medical Benevolence Foundatn HSHI324GSS303200 5405562 05-Aug-85 6/30/86 9,927

71) Montana State University DAN1406G00509700 6402392 07-Mar-86 8/31/86 12,000

72) Montana State University DAN-5097 6402392 07-Mar-86 
 8/31/86 63,000

73) National American Red Cross AOOOOG0051 &0 5405458 01-Aug-85 02/28/85 33,625

74) Natl Council for Res in Agrof DAN-2076 622036 01-Nov-85 38,736

75) Natl Governors Assoc PDC0230GO0413200 6405249 05-Sep-86 7/31/86 10,523

76) Natl Republican Inst for Intl OTRO251GSSE&03400 6401950 03-Feb-86 6/30/86 49,527

77) Nyagabana Women's Agri School 930-0100 
 62200022 01-Feb-85 19,465

78) Org of American States PDC0003GO0038300 125973 01-May-86 4/30/83 13,347

79) Parsons Brenherboff Intl Inc TDP5713100 5600123 01-Mar-85 
 140,000

80) People to People Health Found HSH1346GSS308500 6402048 06-Feb-86 2/28/86 125,000

81) Phelps Stokes Fund PDC023000314700 7002981 01-Dec-86 7/31/86 25,233
 



EXHIBIT 2 

Page 3 of 3 

SCHEIJLE 
AUDIT OF CASH ADVANCES TO GRANTEES AND CQNTRACIORS 

OF ADVANCES UNLIQUIJDATED FOR AT LEAST A YEAR PER ADVANCE CARDS 

(AS OF SEPTEMBER 30, 1987)
 

82) Policy Sciences Ctr Inc 
83) PRA Research Inc 
84) PRA Research Inc 
85) Renewable Energy Inst 
86) Science Educ Prog Africa 
87) Society for Adv of Contracep 
88) Stovall, Spradlin, Armstrong 
89) Sufran Tell 
90) TAMS 
91) IMI 
92) Tunisia Government 
93) Unitd Brd fr Christn Highr Ed 
94) tN Children's Fund 
95) UN Children's Fund (UNICEF) 
96) UN Chldren's Fund 
97) UNDP 
98) UNIDO 
99) UNDRD 

100) UNDRO 
101) UNDBO 
102) Univ del Valle de Guatemala 

103) Univ of the Americas 
104) World Bank 
105) World Bank 
106) World Bank 
107) World Bank 
108) World Education Inc 
109) World Food Program 
10) World Food Program 

DAN1406GO0508300 
AFR-C-1297-WOD1 
not available 
not available 
not available 
ANEOO48GSS605600 
not available 
not available 
7445570 
not available 
not available 
HSH1316GSS30080O 
ASB00OOGSS509300 
ASBOOOOGSS418700 
PDCOOO0OGIN211900 
not available 
not available 
07rIO00GIC612600 
ASBOO17GSS505800 
OTIfX00)GO0601200 
936-4075 

HSH0333GO0305500 
not available 
AFRO510GO0502200 
DA41406GSS503100 
PDC1002GIC606300 
TABI02OC)0145500 
ASBOGSS510100 
ASBOOOOGSS516700 

6403985 02-Jun-86 3/30/87 2,876 
8421650 14-Jan-78 3,500 

514000062 01-Mar-83 560 
4600169 01-Jun-84 6,000 
6770049 16-Feb-84 6,883 

124053 08-May-87 9/30/91 55,300 
WFC-86-724 01-Jul-86 43,100 

278-004 01-Dec-84 500 
5600173 13-May-85 124,400 
6600283 08-Aug-86 29,000 

138000004 21-Jun-82 7,901 
6402736 01-Mar-86 6/30/84 25,000 
6404774 01-Aug-86 5/13/86 271,603 
4406929 01-Oct-84 9/30/86 1,000,000 
4403941 15-Mar-84 6/30/84 188,744 
4600015 01-Oct-83 150,000 
5600243 01-Aug-85 102,033 
7401766 08-Dec-86 12/31/87 185,000 
7401765 08-Dec-86 12/31/86 133,598 
6401254 13-Dec-85 12/31/86 1,999,100 
520117 01-Dec-84 57,637 
5404101 16-May-85 12/31/85 4,594 
6600261 01-Jul-86 9,000 
6403926 27-May-86 11/30/86 300,000 
5405876 21-Aug-85 4/26/85 10,000 
6405642 06-Oct-86 12/3/86 10,160 
1402104 12-Dec-80 5/31/81 2,895 
5405860 19-Aug-85 12/31/86 2,250,000 
6403023 01-Apr-86 4/14/86 400,000 

TOTAL LIQUI1AE ADVANCES $ 14,952,556
 

/° 



EXHiIBIT 3 

AUDIT OF CASH ADVANCES TO GRANTEES AND CONTRACTORS
 

COMPARISON OF FM'S FINANCIAL RECORDS ON CERTAIN GRANTEES AND CONTRACTORS
 

UNUDOUIDATEDASOF9t30167 CWHARIECW3 RECOD ADVANCES 	 DFTHENP.AE ORCONTRACTORGRANT t'S CONTROLOFCRANTEE N CONTRACT J,AVAIDVANCE CONTROL SKEET VS. HET ADVANCECAFDFACS COITROL 
(GRANTORCONTRACT HUMIER SHEET ADVANCE VS., FACSNO.) . CARO 	 CARD *, VS. FACS 

1i ici NSMI133SS63000 	 127,000.00 30.00
) lAsr Scho~)i ofOrimntal Research 127,000.00 	 10.00.127,000.00
t Ce	
$0.00
er 
2)InL to lotT7f:lcal A;ticlturt. DAMO84SIN02000 11,205,0O.00 11,205,000,00 11,205,000.00 
 10,00 10.00 10,00;


3) I!titer.fr Diarthl Dileas Rtsrch R0PEWIAO0400200 11,1711,150-00 11,607,50 11,174,3150.00 1996,342.50 10.00 (1Y91,342,501
)~ n717,tlls~ 	 5030,001704)	1t11 imotofleoqicAi ~o~ ~ ~ ~~ 100,000et,~~+ :1+Wlt 
l L (cR oD0 540,300.00 .1540,300,00 . 1540,300.00 1540,300,00 10.00 (3) 

Apicultur,' DANO11OISN13021110.12,717,500.00' .l10,58,750-001 11,358,750-00) 10100 (2)4<11,350,750,00 12,717,500,00 


stsiny Ii HSH135060030Y500
0)jti.eu;t Mtslon Bureau 14120,959.79.i.120,1,79 02,151,79 10.00 30.00 10100
7)+imelt 1r11ary Imissl uu HSH13456511641100 1205,062,14 '1295,062.14. 1215,06213 10.00 10.01 10.0
6)i)t!Ctcpi Reslh Init Atid Tropi¢ 13,115,000,00 11 10,00 11,000,000.00. 1,00,000.00 l4)Sali DA3072611302100.: 13,11S,000.00 2,5,000.00

9) ieylvollncl Founlatlio HIHi3SYIOIOYOIOO 1100,453.78s1
) - 1"0,453,73 $1)0,453.70 10.00 10.00 10:00 ,
!01Aician+ nivrlity ofLeiCiyis NSH1372600403400 1547,1137.00 1547,10700 13570,444.00 10.00 1132,257.001
11)AoirCtcn-Thi.iFoundation lotEcjtion r111H|OS0003000 1324,900,00 1524,900.00 1.+524,to0.o010.00 10..0..0.00 ' 

I,')(iC:tli Agricola Paiatoercind HS111330100307000 1166,1t.21 $152,I662.42 152041.2 113,516.5f 113,514.591 10.00 (61
13)Fe:1te to Ptcple Hlth Toundailon, In. H01335600306700' 11,743,234.0 12,1i0,460.00 13,05,549,0 (11047122600011 11,1252,335.00)11201,10t,0117


H3H1332600100500...*'. 1650,000,00
1iUmit Shacl of Ateritci, LACO140CO0601300 O2,495,172.451647,741.50 1,441,50,111 

4)Fcjr+c+1 FraciLsco Mirto; j in 	 1450,000,00 150,000.00 . !0,00 10.00 , 10.00l
Inc. 111,307.00 


10 FPoun.14 of LoUiv 1291,533,45 12tv,53|;45 1175,4.. 10,00 1124,1233
of Vlley of6wittlie)lISHI34SSG601500 ' 13 1I240123.32 11
17)Asertpin Friends of Mato APua School ,SH13236S303000 . 55,351,40 19,575.00. "111,57300 1134,223301 (134,223,0 10.00 (101
!')1'itty (or Contlaceptn 6405W00155,300.00 151,507,10 13,72,9Advnesnilt of 0E00486 m 175,300.00 1120,000.001 123,792.90 '(11
19 1 Chrittiv Cole . . 225,000,00 10.00 1127,20.0D 1127,200.00 (121eI tlct i tical ha.rdNHS131055SS01100 1225,000.00 ' 197,100.00 


i .0TR00010500140 +'.
W lTof'o A;fculture Oflanilitbon t 11,051,517,00 1494,000,00 17)5,172.00 3544,507.00 3343,415.00 1221,112.00I113)

21)Intl Centie DA93-.300302700 . 1500,00000 . 10.00 10.00
hauOl 6AH *OOooO1500,000.00 10100

4.21, O O 1234,040,00 1234,040,00 30.00
A1145 Institute oftechnololy . AS000050051500 1234,040,00 $0.0 10.00
*31C:oo:r forIntCoo; i Hlihet Cloca+i W0230100414000' 127,32732 0.00 111001011.0311141
 
64 heiferPillit Inc *+-AS0000590517400 34,i41.0 	 $110,000,00 30.00 (11t, 3h,00) 111101311.00115).l t : 149,41,0 

icttstasitute 1246,S21.52 1133,716.1425)In. ulit il 0PE3021100403400 .321.52 1l72,i05.3 135.00 . 11t21911l 4)'wW4)Ve11 Chrsotlen Magical Colt;t H5H1310 	
44

9000 10.00 30.00 2 319,3114,00 to,00 (123944001 (12I9,394.001all

:7)Vel1stit 033 14.Die;o Lactation hol DANIOIOOOSIIO122,1642 10.00 	 (132,435.7011100 1:55,112.32 3223,494.42 '155112m)(1)1

fi)140n POC 001 2100 $115,000.00 1)200000.00,. 112O0000 15100.00) mo 00.001 10,0;0
Ag'rmcatuft Orga 0T40000600112002flTood In.g itton 175,000,00 175,00000 175,000,00 1000 14.00 1060


10TctInd Altieltuff ofogaoiualoa 9l1ilooo7" 1221,410.00 204,747,0 
 12l2,10.00 23,343.00 0.00 $343.00)(20
 
3172odan Alelculture orgsn'ilatio 01R00005004moo0 1200,000.00,, 1111,535.00 *' 200,000,00 1N1415.00 10.00 : 111140)11
Ct.1ldteal, POC00010021190LIN ung 	 9)33,743.72 $113,743,72 61111j3:I3724.00 '10.00, 000 

i lcin of 0110elliflm PDC0At0I9'Motm040710003 14,294.00 14,29%,0 0 112110,0. . so100- (13,530) .(IS$91*

.41 Clizs' Nt-tof (orEconolic Security 'PDCO2301100110400 1)35,547.9? 3100,547.9? 430.00 135,090000 $3,;SOO,"0 (231'11541 


4~4IS
I~e~e~canCemsin fMss LAC0400611590O1100179,454,15 179,451 	 10,00 400 vto.00.s79,45415 	 to ,.
''t fiiseof't11hftAHo~slm LAPO39)553104300. 033267,90, 	 30,00 64:0011hil 11331267,13 1313267,9 , 1,0

,171 fof LAC0405SS394700 K 174,711.52~ 174t711,2< 774,711.52 1014,00 1400
Fla Atio Ysolt Apic Cer~bb Acto 6~0000 

ill;7)Aaq,1can litielt Civ) Wabrts Coilitioo 130201A005119000. 14,4931444 140,U11,11 6010' , 10 10,004"~'
644 	 1431114M." 
:1 1,1 Itheole Health rousfillon Inv 'HH1111413450O 1125,00.00 11230000.00 '0125,00,00 ', 1000 0.400 $0.00~ ''j

7'40 Alit Intl DAN1094551307100-noorttg. for Pub Again
44444 4 4 O4 4 15,000.00 ' 151000,m0 1100.00 4100 10,00 10100 
1.,1AltColotrtgul fopIntlpub Again P000092015144400 $,45,0000~ ,.1400, 4 ,000.00 10004 " 10.00 ,10.00444444444444 4
 

444444444444 4 4 4O
(Iunites IfdlotChiMI NightfEat toAwI 1181111141300300 412$1000.00" 125,000f00 12$1000.00 10'.300 100 '-4'10,00'.4Av444O 4i44 
. Affe1'so 0111146i3400,~ 	 14t,121084NeihalflI~aloft bat for4 ' Intl 4 ~ l 4 '' 149,527.0*' 14 W,527,00 	 60100 10.00 101'0044<''4';441 	 ! '' " 4 

'''o 
4I4 4O4 4Atfitjl tttelpofmIot ' '0t0l6S400 4 174,290> 71,4.04 In0,0* 	 10,l40,00 71,&.0 	 4 

1.10li 6sjn lpm Lik &few; 0?ROOOO1141100 131:$31.00 	 41, ' 10,0044N 1t 	 411331,000 31.00 10.00 10.00 
4.4,444.!4444i4.4lidNeilopit 	 l"'I)iIttl116-(v4444 

4444
Al~topllt

4~4.~ 
a FoCiN0231C4043* ja 110,14.0 l310,iSO,0 10100 	 10 ~' 4~~160,00 	 10100 ''~100


~471Itll.1illif~ofthe Aid Cto,i 	 ~4444444m4*lO 
tl4~444!o~i12,511,292.00 11122.00 	 1004'"'OtAoWlOOO 4,4o<4 32,133,2119 	 10S3~?,00 10.00 f4 

4414 ~ ~$~<~A ~ .,~,44 ~ 44 ~j~47 ;'Ai$1t ~ 'tl4.4 

http:11122.00
http:12,511,292.00
http:131:$31.00
http:2$1000.00
http:412$1000.00
http:15,000.00
http:11230000.00
http:1125,00.00
http:774,711.52
http:174,711.52
http:14,294.00
http:I3724.00
http:9)33,743.72
http:1N1415.00
http:1111,535.00
http:1200,000.00
http:23,343.00
http:12l2,10.00
http:1221,410.00
http:15100.00
http:1)200000.00
http:115,000.00
http:3223,494.42
http:1:55,112.32
http:1133,716.14
http:1246,S21.52
http:1500,000.00
http:3343,415.00
http:3544,507.00
http:17)5,172.00
http:197,100.00
http:1225,000.00
http:1127,200.00
http:1127,20.0D
http:123,792.90
http:175,300.00
http:155,300.00
http:19,575.00
http:1I240123.32
http:111,307.00
http:150,000.00
http:1647,741.50
http:O2,495,172.45
http:12,1i0,460.00
http:113,516.5f
http:152,I662.42
http:1166,1t.21
http:1.+524,to0.o0
http:1524,900.00
http:13570,444.00
http:1547,1137.00
http:1)0,453.70
http:2,5,000.00
http:13,11S,000.00
http:1,00,000.00
http:11,000,000.00
http:1295,062.14
http:1540,300.00
http:40,300.00
http:1996,342.50
http:11,174,3150.00
http:I!titer.fr
http:11,205,000.00
http:11,205,0O.00
http:127,000.00
http:127,000.00


EXHIBIT 4
 

AUDIT OF CASH ADVANCES TO GRANTEES AND CONTRACTORS
 

SCHEDULE OF bUP!LICATE PAYMENTS
 

RWOFO DATE 
WAE 01 CONTRACT RECORDEDDATERECOVEREDCf. 6ANTEE C1CCNTRACT1CR P~ANT 0O PATENT 

1; Aftfica" u~~si'ty of WeCaves HSHSPU6040400 12111,45300 05*Jam-17 notvch23, 1W3
 
IlIti. C1rps Retarch 1est,o hiesArd Tropics DA0O7281502100 *400,000.0 21-,Ay~I1a4col *tooeiLovery. 

oi let. lestirc isitse DAM01IOII$3OIOL700 3151,920.0 3S-Laoratory for . An-usal I3 no recod ofrechvery 
43 Ptepli to people Health reg~gAtIon, lot, H1135100144?0 $1,047.00. 10.Aq.I7 recovey ost mecie 

iTAL DUPL.ICATE 12,244,591.00PAYAW6I 

.! :: :; : : :[ : : iI n 

[: i : :t::]}i: :: <: :1 

::; : :***;4'44>444 

http:12,244,591.00
http:10.Aq.I7
http:1,047.00


AGENCY FOR INTERNATIONAL DEVELOPMENT APPENDIX 
WASHINGTON D C 20523 Pae I of 

August 2b, 19bb
 

MEMORANDUM FOR IG/PSA, MERVIN F. BOYER, JR.
 

FRON: 	 PFM/FN/C, Michae. Usnick o//j-'./"
 

SUBJECT: 	 Draft Inspector General epo t: Audit of Lash
 
Advances to Grantee,,; anu Contractors
 

REF: 	 Your Memorandum to Mr. halligan Dated July 7, 1966
 

I apologize tor tile delay in responding to tte recommenuations 
contained in tile subject draft. I want to assure you that wL 
take these recorri;endations seriously an We wil taKe tle 
appropriate action to correct ,nv aeiciency in our operations. 

Vne are in agreement wit h the linu in; rn(i recommenuations 
contained in the draft report. With respect to thle specific 
recoi-:-encations we have the iollowing comments. 

Recommendation No. 

a. 	 %e will oevelop desk top proceaures to be useU by
 
vouch, r (xaminers.
 

b. 	 We thave comp;leted an internal review of FN . baseci on 
this revie. anG other factors we are changing te 
organi zatianiil structure of our pa yilehlt units. As part
of thi, restructing, we will locu,, on strff ari 
supervis(,rv per turllarice , 

c. 	 We will develop the appropriate FACS reports. however, 
because ol the lengtty oevelopmcnt process for FACS 
reports, it will take several months to put them in 
place .
 

Recommendation 1,4o. 2
 

We will initiate discussions with M/SER on this recommendation.
 
We will advine you on action taken once the discussions are
 
conc luded. 

Recommenoat foil No. 3 

We wil I undertak( Implementation ot Recommendations 3a through 
3d in coniiultntion with M/SER. We will advise you on actions 
taker once the ditcussions are concluded. 

I,',
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We are not sure how to address Recommendation 3e. Since the
 
amount of interest earned is unknown, we can not establish a
 
system to monitor/track these earnings. The only way to insure
 
compliance is for the IG to include this requirement in its
 
audits. The only other step would be to send periodic reminders
 
to advance recipients. Your additional guidance in this area
 
would be welcomed.
 

Sandy Owens is the responsible FN official tor implementing
 
these recommendations. You may reach him on X32104, if you have
 
any questions.
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Recommendation No. 1 
 4
 

We recommend that the Office of Financial Management:
 

a. 	 supplement U.S. Treasury and A.I.D. cash advance
 
regulations and procedures with detailed
 
instructions to be used by voucher examiners,
 

b. 	 review the capability of voucher examiners and
 
their supervisors to ensure that qualified staff
 
have been proviled and that effective supervision 
is beiing performed, arid 

c. 	 develop appropriate reports using the Financial
 
Accounting Control System that will ensure
 
compliance with U.S. Treasury and A.I.D. cash
 
advance regulations and procedures.
 

Recommendation No. 
2 	 12
 

We recommend that the Office of Financial Management
 
in consultation with the Directorate of Program and 
Management .;ervices initiate action to comply with
 
U.S. 	 Trea!;l:ry reguitions on use of Letters of Credit. 

RPecommer. lat ioni' . 3 15
 

We recommoni that the Office of Financial Management 
in consiultation with the Directorate for Program and 
Management S er vi2ces: 

a. 	 immedi at,Ply send instructions to all advance 
recipients to ensure compliance with OMB
 
requirements5; 

b. 	 establish procedure to ensure that future advance 
recipients are provided instructions regarding 
OMB reqni rementr; on cash advances and interest 
prior to their receipt of an advance; 

C. 	 not i fy recipient.; with exinting advances to 
reftund tir,,;t ,l ready earned; and 

d. estp.b] i sh a 'Iyst m to monitor/track interest 
being earner and to ensure that it is being 
periodically refunded as required. 

. // 
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REPORT DISTRIBUTION
 

No. of
 
Copies
 

Assistant to the Administrator for Personnel and 
Financial Management (AA/PFM) 5 

Assistant Administrator, Bureau for Africa (AA/AFR) 1 
Assistant Administrator, Bureau for Asia and Near East (AA/ANE) 1 
Assistant Administrator, Bureau for Food for Peace and 

Voluntary Assistance (AA/FVA) 1 
Assistant Administrator, Bureau for Latin America and 

the Caribbean (AA/LAC) 1 
Assistant Administrator, Bureau for Private Enterprise (AA./PRE) 1 
Assistant Administrdtor, Bureau for Program and Policy 

Coordination (AA/PPC) 1 
Senior Assistant Administrator, Bureau for Science and 

Technology (SAA/S&T) 1 
Assistant Administrator, Bureau for External Affairs (AA/XA) 1 
Office of Press Relations (XA/PR) 1 
Office of Financial Management (M/FM) 2 
Office of Legislative Affairs (LEG) 1 
Office of the General Counsel (GC) 1 
PPC/ PC IE 3 
IG 1 
D/I G 
RIG/A/ha i robi 1 
PIG/A/Mani la 
PIj/A/Ca i ro 1 
PIG/A/Dakar 1 
P IG/A/Tegiici galpa 1 
P IG/A/S i ngapore I 
PIG1 A,/W 1 
I G/PPO 2 
IG/LC 1 
AIG/I I 
IG/ADM/C&R 16 


