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UNITED STATES OF AMERICA
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WASHINGTON, D.C. 20523 October 3, 1988 WEST AFRICA

MEMORANDUM FOR AIPJ%,\;;/ Director, USAlD/Cameroon

FROM: m trong /N/Dakar

SUBJECT: Nonfederal Audit of the Cameroon National
Cereals Rescarch  and  Extension Project as
Implcmented by  the International Institute
of Tropical Agriculture

Attached is a copy of subject report. The certificed public
accounting firm Pricce Waterhousce, Lagos, Nigeria, prepared
the report.

The report presents the results of a nonfederal financial
¢

and compliance audit requested by vyour Mission of the
Cameroon National Cerecals Rescarch and Extension Project.
The Intcernational  Institute of Tropical Agriculture, in

Ibadan, Nigeria, is the project's implementing  organization
through a USAID/Cancrcon contract.

The purposc  of  the audit was to determine whether the
contractor <ubmitted valid and proper cxpenditures, complied
with ALT.UD. requlationsg and maintainecd adequate
administrative and accounting controls.

The auditors concluded that, although generally in
compliance with A.I.D. requlations, the contractor claimed
some  invalid  cxpenditures, and nceded to strengthen internal
controls over physical asscts and project funds.

We consolidated the report  recommendations for ecase of
tracking, implementation and resolution.

Recommendation No. 1

We rccommend  chat  the Director, USAID/Cameroon, disallow
$70,289 as outlined in schedule A of the report,



Recommendation No. 2

We recommend that the Director, USAID/Cameroon, require that
the International Institute of Tropical Agriculture/Nigeria:

a. establish a program to wupdate the physical assets log
and periodically inventory project assets; and

b. establish responsibility for the accuracy of coding
expenditures and provide sufficient information to
permit field officers to verify expenditure coding.

Recommendation No. 3

We recommend that the Director, USAID/Cameroon, require that
the International Institute of Tropical Agriculture/Nigeria
comply with the requirement to open a special bank account.

Recommendation No. 4

We recommend that the Director, USAID/Cameroon, require that
the International Institute of Tropical Agriculture/Nigeria
establish controls to effectively monitor budget overruns.

The report Recommendation No. 1 has been revised to take
into consideration your comments to the draft report. Also
the recommendation dealing with prior mission approval to
exceed annual budget line items by 15 % has been dropped
following your explanations. Recommendation Nos. 2, 3, and
4 are considered resolved and will be closed when adequate
actions have been taken to implement them.

I would appreciate receiving a report within thirty days of
actions planncd or already taken to close the
reccmmendations.,

I appreciate the cooperation and courtesy extended to the
audit firm during their review.
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AUDIT OF CONTRACT NO.631-0052-C-00-5099-00
JANUARY 1, 1986 TO DECEMBER 31, 1987

EXECUTIVE SUMMARY

We performed a financial and compliance audit of the costs
claimed by wne International Institute of Tropical Agriculture
(IITA) 1N respect oi coentrace No. 631-0052-C-00-5099-00 for the
pericva  January 1, 1986 to December 21, 1987. The contract, to
assist  the Government of  the Republic  of  Cameroon  in its
Natiunal Cereals RKaesearcon o gy an, was  entered  anto 1n July
1985. [t has as 114 oL jectlves the developnent of high yi1elding
seed varieties aod productyon processas, and the dissemination
o such developmentys to the {oqmoera.

Our audi t wbyectives  were  to determine  the validity and
propriety ot expenditures  cubmitieg by IITA and the latter’s
caompliance with coentract  and  AlLD regulationg., We were alsco
required Lo detoermine that administrative and accounting

contralys were adequate. We conciuded as fol lows:

Ca) that TETA  had  made claims on USAID/Camercon for SOMeE
expenditures that were tovalid.

(b) that TIiTA’s  expense  coding  procedures  and physical
control over project assets requires strengthening.

(c) that L1iTA compirted with most but not all of the
relevant ALlD regulaliyonw and

(d) that there 15 not aie eifectlve reparting/monitoring
systum  Ter eapenditurcs on the project between IITA

aind JOAID S Caiier o .
Our FINDINGS AlD iCCUMAENDATIONS ar o summar 1sed bel ows

1. Expenses 1ncurrca prior to the commencement of the project
on January 1, 1'yii, bad been charged to the contract.

We  recommend that these conty, Ltotalling 441,585 be allowed
because  bhney woere  valid  contract crpenditures.  However,
IITA  siveuld a0 future  cosur e pruper cul-oft 1n accounting
for eapenditares oo di fterent projects or dirfferent phases
of Lhe same project.
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AUDIT OF CONTRACT NO.631-0052-C-00-5099-00
JANUARY 1, 1986 TO DECEMBER 31, 1987

There were several 1nstances where IITA could not produce
supporting documentation for costs claimed.

We recommend  that the toutal of such unsupported costs of

$358, 534 be Jdiwsal 1owed.

IITA  does noet  wmaantain  a  separate bank account for the
progect. IilA’s  recourds shaow that as at 31 December 1987,
1t had  spent 450,518 more on the praject  than 1t had
recelved fram UbhalD.

We  recommend  that [LiA marntain o separate bank account for
the pirogect Lo cabhance  conteol over progoect funds.  USAILD
could  guarantuee  advaieles et the  account to  accommodate
delays o 1by parl 1o funding the acoount.

LITA  dovs mot cosur e Stract compliance by or wJect staff with
1te persennel policics. For dostance, Amer1can bapress Jarvd
membershitp tees were chiarged Lo the Frogect.,

We  recommend tivatl tnese  and other such charges as well as
the associatod overhead tovalling 67,7910 be disallowed.

Salary 1ovreases  between 186G and 1yd7 for Froject staff
excecded the D4 Ll Specitled 1n Uae Sonbract.

We roecommend  ticat the amount of 20,004 beiny the excess of
salary LT CdLes  over tne LZ cerling and  the related

averhcad charges ve digal lowed.

There L very  hoghe racardence of errars 10 the coding of

expoendr tur v, wuch mraciasorfrcations arirae mostly because
all technacaid avuistance  pergonnel are  requlired  to code
therr L eapendl bar e wil thout adequato Jgulrdance,

Mioscodings render buadgoetary control 1neffective.

We  recomnend Lhat coding of cexpendioures be centralised with
the Aunitlstrative Uiticer.

Fhysical  conbior oven Fro)ect assets 1o 1nadequate. No
ready  and conprehensive record of Frojoect assets exists and
there  aa no program tor pueriodle physical verification of
the avucte.,

Wi recommend L establishment  of  a comprehenstve Log of
Fraoguect anoety. The  Log should be constantiy updated and
thuere  ohould be periodic physical verification of the assets
listed. :
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AUDIT OF CONTRACT NO.631-0052-C-00-50399-00
JANUARY 1, 1986 TO DECEMBER 31, 1987

BACKGROUND

In July 1385 tne United States Agency for International
Devel apment (USAILD: entereaed into contract No.
631 -0052-0-00-5099%-G0 wlth the International Institute of
Tropilcal Agracul tur e CIITAD to provide  support for the

Goevernment ot The Kepublaic  of  Cameroon (GRC) 1 1ts National
Cereals KFesearch Froagram. The objectives of the pragram are to:

1. develap high  yieluing  sced  variteties  of  mal L, sorghum,
rice, anllet  and other cereals, surtable for multiplication
and diustributaron.

2. develop aaproved  productiron techniques which are adapted to
drsvincel aGroe-ciimai i Jones L Damer ooy .

3. train  estensiron personnel Lo 1ncurpoarate the results inta

eabtension pragr airs for farinir .

USAID  contracted o provide B, 505, 2000 Budgettled espenditure
for the twe years Lo Deceabes o1, 1287 195 44,765,800, The
Frojgect 1% Currently yenerally runni1ng below budgetted
expenditure  Toevelo. Toval ewpenditure to December 21, 1987 1s
83,630,006, o whaohe 20,464, 788 hao been reirmbur sed by ULAID.

The 1Tida, a nun-protat organtsation established on July 27, 13967
19 lto provide technical aand dogrstical support to the Institute

of  Agruonomic  Fesoarch (il y  Lameroon who have the mandate to
conduct  the National Cuercals Fescarch Fy Cyram. The phase 11 of
the project 15 scheduled to last U yoars froam | Januwary 1386 ta
3i  Deceaibeor L'yyo., The TREA will wloo benefit from the resevarch
dune L TLIAT S Core and extracure acbivitice ' whitch  are
Suppurted by many 1oternat conai agencios and o Aan Lal Lang.,

Additional Supporl ws requared 1o alua avarlabile from any ot Lhe

TITAY O renvarciy Stabiaong i 16 Afr o ot by e,

Frice wWat erbrouse wath  Chgaguetd Lo per furm a tinidncral dnd
compl i e audi i oo ALl Coiibraec b Hos L0004 0 0 GO L0 y-00 for
the  1nteram pecsiod  January 1, 1436 Lo Decembor 51, a7/, The
audit  wao al L cequest ot USATD/Caner aon and will Lo the firat
financial  and  compliance audit of Lthe contract.  USAID/Camer oon
have however indicated  that  toey do not have  any specific
concerns for the audit.

\\
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AUDIT OF CONTTACT NO.631-0052-C-00-5099-00
JANUARY 1, 1986 TO DECEMBER 3i, 1987

Due to the nature of accounting records available on  the
Frogect, statistical sampling was not feasible for the audit
univer se. Judgement sampling techniques were therefore applied
as the aitevrnative Jor the testing of contract costs. On this
basis we gelected and tested transactions totalling 42,541,547
representing appr oexalmately 73% wof  the $3,484,788  «lready
reimbur sed by USAID and 767 oi Lhe 3,650,306 claimed by 1ITA.

Our audit  was cerrled owd 1o o acwordance with generally accepted
government  duditing  standards. Accordingly, 1t 1ncluded all
such  tests  of the records and toternal contr ol procedures as we

considered nedusuary Liv L Carcumslanc s,
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AUDIT OF CONTRACT NO.631-0052-C-00-5099-00
JANUARY 1, 1986 TO DECEMBER 3i, 1987

VALIDITY OF EArELDITURES

AUDITORS! OFINION

We have esxamined the nterim statement of costs claimed for
the International Institute of Tropical Agriculture (IITAY,
contract NoO.GLL--0002-C-00-5099-00  Camaer on National Cereals

Researciv  and Extension e agraim - covering the peri1od January
1, 108G (Lhe  date o commencement  of  the contract) to
December Siy, 1587. e contract was awarded for the amount
af bld, 200, 700 ettecitive  danuary 1, 1386, The  total
obligated  awount  under tive  contract has subsequently been

rairsed tu $Hi, 500, 00,
Fer the temises  annual budgets for the five year bLenar of
the contract, Lotal  buadgetced expenditures to December 21 ’

1987 was 4, 7635, g0,

Coste <larmed Wi couste disallowed are  summarized on
schedule A wn page 19 ol thao repurt.

Our  examinabiuvi  was  made 16 accordance with the gurdelines

for financial  and Compilrance nudits of  AID - Fimnanced
Agrecimeiats,  and the provisions of the standards for Audit of
Quever ficint al Urganicatrang, Programs, Aclivities and

Functarwis  C1u81 evisiond promulgated by the Comptroller
Geoer al, whisch pos tain Lo faaancial and Complran e audi b,

Our Cadinliib ton was made peamaraly  tor o the  purpose of
Bapressing  wie o oplidan wa bthe stateoent of costs clarmed,
Sumiar Loued 1o schedule 6, and  ancluaded such tests aof the
accuounting  records, and Luch other auditing procedures as we

consitdor ed neveastary an Lhe circumstancos.

< S
,«CL' ey QL)(S?&Z ’ ‘(i‘f))}?h
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AUDIT OF CONTRACT NG.631-0052-C-00-5099-00
JANUARY 1, 1986 TO DECEMEBER 31, 1987

The cousts claimed were tested against the provisions af the
Award/Contract and the applicable sections of the Federal
Acquisition Requlation made part of the contract. Therefore
Schedule A is not intended to present elther the financial
resuits of operations of the International Institute of
Trapical Agraiculture or financiral position In confarmity
with generally acceplted accaounting principles.

In  aur PN O, sub jeod o the dilgallowed costs for 1tems
tested, Sunedule A dives a true and falr reprosentabion of
the'  expoenditures incurred 16 relation to the project {or the
periad v am Janikary i, 2UBG to Devenmber 31, 1987. In
add1lti oo, Lased o procedures per formed 1n accardance wi th
generally  avcepted  governmental auditing slandards, nothing
came Lo our attention that  caused us Lo believe  that
untested 1hens were not vaild eapendl tur es.

Schedule A Shwows 276,000 @i disal lowed costs. These costs
ar e dlecusued 1n the following "Findings and
Recommendatione"  swction. USAID  wi1ll determine whether

thnese  costs are allowable under the contract. This report
1 antended 7o use 10 coanection with the contract to which
1t refers and should nat be used for any osther purpose.
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AUDIT OF CONTRACT NUO.E631-0052~C-00-5099-00
JANUARY {, 1986 TO DECEMBER 31, 1987
FINDING NG. l: FRE-PROJECT EXPENSES
Conditian:

The following QApPENses 1ncurred prior to the Project
commencement date have been charged thereto:

$
International Travel 6,975
Rent/Uti1litles/Matntenance 3,717
Local Stafi Saiaies % Allowances 3,674
Office Supplies & Geacral Expenses 843
Frincipal Staff Costy 21,459
Assoclated uverhead chiarges 9,270

Cause:

IITA took advantage of the fact that USAID was financing bath
phases 1 and 11 ai the Project. Therefore it did not make a
conscilous erffort, i spite  of the reascnable time allowed, to
ensure  that @il phase 1 costs had been accounted for before
C10s1ng the account for poase .

Effect:

The NCRLC project phase II has  been charged with costs that
relate to phase i of the Project. This may result in budget
overruns  on the phase Il.  However, the costs had not previously
been charged to Phase 1.

Criteria:

There s ¢ separate budget fur phase II of the Fraject against
witich  dctual  eapenditures will be measured. It is therefore
Lapor tant to heep the accounting for each phase distinct.
Recommendat ions:

We recommend that LiiA  should ensure proper cut-off in
accountling  for  eapenditures on different pruojects or different

hases of the same project.
J

We  do not recommend that these costs be disallcowed because they
represent valild cuitract eapenditures, albeit for phase I.
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AUDIT OF CONTRACYT NG.&LI1-0052-C~00-5039-00
JANUARY 1, 1586 T0 DECEMBER 3i, 1507
FINDING NO. 2Z:  LALCH OF SUPFGRTING DOCUMENTATION
Condirtion:
In  varicus anstances  cocumentalion  to support charges to the

Fiogect  could noet be provided. Such 1nstances are summarised as
follows:

3

internalional Travel Geel) 8, 449
Fents i Malhitcoonee 17,365
Local stalil Salar.ey 2,088
Fraincaipal <taii couta 7, 44
Avsowuclated wvernvad —oats

Cig. 4% ! lnternataonal travel and principal

staff et 2,388

A detalled analysis of these costs is shown on Schedule E.

Lause:

due care 14 not taken by the contractor to ensure that Froject
personnel  back  all  thelrr eapenditure returns with appropriate
documentation  and  Li,at  such Luppor ting documents ar e properly
safeguar ded.

Effuct:
There 1w a potential tor excessive billing Lo USAID because

COSTs «laymad ceula ot be  aubstantiated with supporting
ducument &,

Criteria:

Only cocts necessarily iocurced on Lhe Froject are chen geable to

iv. Te  ensure tnat  such 19 the Case, the contractor should
provide suppodrting documentation for all costs ¢ almed.

o Came i at s i g

We  recommend  that  the total  uesupportled costs of %38, 334 be
disal l owed.



AUDIT OF CONTRACT NO.631-0052-C-00-5099~-00
JANUARY 1, 1986 TG0 DECEMBER 3., 19587

FINDING NG. 3: Diuali OWABLE EXPENGES OF FRUJECT PERSONNECL

Condi tian:

Frofessionai staff  liave been reiaburvsed for expenditures which
al e e Lhie ol dliowed o oare 1o eacess of the permitted limits

under tne Cconiract as fol liwos:

——t
Emplg - newmber ship fee of American
Society of Agy oiamy 68
r.ClkU = Alida. forer 1o IAYYERED el C,‘-‘)r ess
XD ara a6 o 19875 1350
Kikafunda-twine - eicess Laggage olaim aver the
ot loani 396
Janakarim = Hoae traver (arltlercotial
between business and
ELONOMmYy  Caain ) o, 085
= B oiment oo Tor AMEX card (1982) &0
= Ahnuas tee tour AMGX card
CaDBL/LGLSLGIGT 260
Dangi = oAnGaGal e for AnEX card 80
Fao - Slorage wil pedrsonal effects at
airport 239
= AMCX card (ces:
Aivnual Cuel ) 40
Enrolment and annual (wife) 160
6, 558
Associated overhead charges (16.6%) 1,233
7,791

Cause;

The Administrative Cificer does nol  undertake a sufficiently
detarled roview of  eapenditures  claimed Ly Froject porsonnel

and/c 14 unawar e ol the Laimitalaons 1mposed by thue cunti actor,

Effect:

Disallowabice  expenditures by Projedct personnel have been ¢laimed

by the countractor.
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AUDIT OF CONTRACT NO.631-0052-C-00-5099-00
JANUARY 1, 1986 TO DECEMBER 3i, 1987

FINDING NO. 5: ANNUAL SALARY IRCREASE OVER FIVE FPERCENT

Condition:

The annual salary increases for professicnal staff between 1986
and 1387 exceeded the 5% limit in the contract as follows:

Excess of 1ncrease
over 974

ataff ——— b
Atayl 5,310
Al ny 1,400
Dangli 5G0
Everett 2,612
Jatiakar 1 2,775
Fihafunda-twine 125
McHugh 1,550
Fla 600
Foy 3,325
Talleyrand 425
Weeloh 600
Falu 1,700
Empig 1,25
20,172

Associated overhead
charges (18.8%) 3,792

Cause:

II7TA treats  all itz praincipal  staff in the same manner,
regardless ol the project/location on which a staff member is
wor hking. Hence 1t congiders 1t anequitable to limit annual

salary 1ncreases for the Projest personnel to 54%.
Effoect:
The  Progect has beoen overcharged by o tatal of 420,904 berng the

exceus ol annual Loy eanes  over U7 (320,172) and the relateoed
overhead charges (b3, 290,
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AUDIT OF CONTRACT NG-.E631-G052-C-00-5099-00
JANUARY 1, 1586 TO DECEMBER 3i, 1587

FINDING NBO.G : CODING ERFORS

Condition:

There 15 a significant number of coding errors,

Causes:

Too wmany people are 1nvolved i coeding of eapenditure and there
appedr o Lo be  svnodequate  review by the respunsible wificials
Pr 1or Lo pousting Lo tie General Ledger . Sumetimes infourmation
provided a0 the taprest/subb-imprest returns 1y lnadequate ta
Chodre thal Uhie copoenditar e have Leen properly coded.

Effect:

The  cenulative  vapeaditures oo various line tlens are msstated
as  showin o Sohedule A Fhwere 14 aluo o potential that line
ltems will unwitbingly eacced bLihe budygel.

Criterias

Miscodingn  aftect  tiwe validity  of eapenditure reports made to
AID and bamper offectlive badgetlary contral.

Fecommendaly one, s

1) We recommend tiat one person, preferably the Administrative
Officuer, be ande wolely reuponoible for coding eaxpenditures.

i) We  alae recommead that freld officery should always provide
suffircrent thiformation Lo peraat 1ndependent vers freation o f
the proprioely of therns eapenditur o Coding.
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AUDIT OF CONTRACT NO,&31-0052-0-00-5099-00
JANUARY 1, 1386 TO DECEMBER 31, 1987

PRICE WATEKHOUSE, LAGOS

SCHEDULE A

i Costs  icoding Errors

i Clavmed DR R

' ] D3 $ '
Prof, Staff Salary/ i ' ' :
Benefit/Allovance 1 1,880,480 1 30,162 ! i
Shart Term Advisors | 34,497 1 : §
Internaticngl Travell  £9,872 | I,056 0 12,9130
Conferences : . : '
la-sarvice traiaiag o 1 : i
at 1174 J 3,020 ' '
--------------------- LT e e
In-servize tratiing | ' i
other centres : 4,183 1 ' 1
-------------------- e R e
Equipaent ;urchased | ' ' !
by 1174 : 19,266 | ! ]
-------------------- e i AECE LT LTV PR PR R
General sunplier ‘ : : :
and services ' 49,182 | i :
-------------------- et BRI LT LTI PSSR
HTA central : | : '
SBIVICES Costs V392,846 ) 1 '
Kental Housing ‘ : : H
and sarntenance v 346,358 ) 827 1 (31,519

t ] 1 )

4 ] ] 1

Ad justed
Clains

78,015

1
t
[l
|

Disallowed
fosts

Audited
Casts






AUDIT OF CONTRACT NO. 631-0092-C-00-5093~00
JANUARY I, 1986 TO DECEMBER 31, 1987

SCHEDULE B:

ANALYSIS OF UNSUPFORTED COSTS

22

Jan 86
Feb 86
Nar 86
Apr 86
July 86
Aug 86
Dec 86

Dec 86

Jan 85

Feb 86
Oct 86
Apr 87
Sept 87
Oct 87
Oct 87

Dec 87

Eapig: ticket refund
Principal staff costs
Sinnadurai: ticket refund LOS/LON

Principal staff costs

Enplg

Rents end Maintenance

Feceveur de PTT: Atayi's phone bill
May/June 85

Foy : Curtalns

C.AD: Atayi's rent

Alay: Day and night quards' salaries
Flavien ¢ Rao's rent

5 Lyonga : Woldetatios' rent
Honogai: Alay's rent

5 Lyonga: Woldetatios' rent

1083

2311

3213

4966

aB44

440

441

3833

1493

4705

4703

3767

103,911

148, 110
1,741,566
133,000
1,380,000
£60, 000
600,000

£60, 000

(132.78)
2,424,00

(177.80)
2,424,00
,193.89
£9.00

(2,424.00)

5,072,50

274,45

417.47
5,443,07
107,29
1,721.98
2,161.45
[,964.95

2,174,494
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SCHEDULE B CONT'D
ANALYSIS OF UNSUPPORTED COSTS

July 86 Welch: Casual labourers' salary not 2868 24,300 68,89
signea for

Dec 86 Roy/Janakiras: Novesser & Deceaber 1493 83,739 236,30
86 saiariez for qardners and quards

Jan 87 Tax authorities: Taxes on M Atagana’ 1506 264,415 881.18
January €7 salary

feb 87 Tax authorities: Taves and social 2041 48,398 179.33
SECUrlty fagaest for Jipuary 87

Har 87 ax authorities: Taxes on January 87 2437 113,851 367,77
salartes

Aug 87 Tax authorities: Taxes on August & 4705 101,976 333.96
Septesber [907 salaries  ceeeeeil Ll

Professional staff costs

Dec 86 Espig - educational expenses 9334 2,444,435
Oct 87 Cavilam - french lanugage course 9-4410 5,000,00
for Woldetaries .


http:7,444.45
http:5,000.00
http:2,444.45
http:2,087.63
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Appendix 2

Report Discribution

No. of
Copies

Director, USAID/Cameroon
AA/AFR

AA/M

M/FM

AFR/CONT

AFR/PD

AFR/CCWA

AN/ XN

XA/PE

LEG

GC

PpPC/CDIE

SAA/S&T

1G

Deputy 1IG

I1IG/PPO

1G/HLDM

iG/LC

1G/PSh

h1G/1

REDSO/WCA
REDSO/WCh /WALC
USAID/Burkina Faso
UsShll/Cape Verde
USAID/Chad
UShlD/Congo

Ushl I)/ The (;dlh})ia
USATL/Ghana
USATL/Gul nea
Usiilb/Guinea-Bissav
USATD/ Tt eria
Usallbsrala
USHTL/Mauritania
UShlb/torocco
UbATlL, lilger
USATL/Nigeria
USATD/Seneqgal
USAIDL/S1erra Leone
ULSATE/ Toqgo
USKIDL/Tunt cia
USEIL/ Zadt e
RIG/L/Cair
RIG/Lh/Mand la
RIG/L/Viair ol
RIG/h/Syngapar o
)IG/L/Tequeigalpa
RIG/h/Washiington

—
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