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UNITED STATES OF AMERICA 
AGENCY FOR INTERNA T10NAl DEVELOPMENT 
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UNITED STJ,TES ADDRESS 
AIG/L'flKA A 

AGENCY FOA (NTERNATIONAl 
DEVELOPMENT 

WA S~iNGTON. D.C. 2052:1 

MEMORANDUM FOR 

SUB.:r;;:CT : 

June 6 , 1 9 89 

Sarah ,..r an I':! Lit tlefield , 
USl4.ID/Senegal ---- /' /" ~.,.---

, d'q.,v ( G-/tf, te- ~ 
au r E.j Armstro!i~?'!G/ .;/ :) . -

N n - Fed~ ra l A~dit of t he 

INTER NATION AL ADDf\fOO 

RIG / DAKAR 
C/ o AMER I CA N EM8ASSY 
B.P 19 DAKAR SENEGAL 

WEST AFRICA 

Di =ector, 

Coop~rat i V'e 
Ag:;(~'em-=n t aetw~en USAID and T tl €: New 
T ran sc ~ ntury 2o undation Und e r t he 
Communl. t y and Entt:!r-prise D.;ve1opment 
Pcojec t 1/0 . 685 - 0260 

This repo r~ pr~sents ~he r esults o f the 3ub j 9ct financial 
cnd complid nc e dudi t . Th"= accounting f~rm of Price 
WatertolJse per:o rmed the aud it ar:.d iss :ied their ::eport on 
;\pdt 2 4 , 1989 . 

The aud.:.t obj~cti '/e 9 ' .... erf: to: (i) 'Jeri::! t.he al. lo·,o(abi lil:.Y of 
the l ocal cur r ency e xp~njitucA5 total i ng eFA 1 , 3 69 , 5 71,90 1 
($4,5 65 , 240) re imbu r s '?d by .\.! . D. t o The New T.ca n3century 

FO :.l ndati r.m Irom \JLt ly 1, 198 5 through D~c.::mr,~r 31, 1988 under 
a Coop~=a':ive ;'.gr~ -s-m ::n t , .... i t.hin t he A.!.D .-funded Co:rununi ty 
and Enter9ci38 OJ?; '1e l opmen t Project; (ii ) rev i e:',o( and ~:!'/a luate 
the Proj t'H:t's s Y3teLl of in terna l c c-ntrols: a nd (ii i) 
determine ',;hether t he Project ccmp l ':ed with appl i Cable laws 
and reg~la~ions . 

As a r esult of their review of l ocal currency exp'3ndi t ures, 
Pr ice Wate rhOU3~ r'3por ted : ( i) q uestioned c osts t o taling CFA 
14, 358,751 ($47 , 863) : ( ii ) financial i rr'9gularitie !.; a nd 
embezzleme nt c)f f unds totaling CF.l\. 7 ,352 , 669 ($24 ,509) 
perpet ra ted by ~mployees of thG New Trans c entu ry Fou ndation 
o f whi ch CFA 202 , 450 ($675) ~,a9 subs equent. ly restituted; anti 
(iii) an unexplained differ~ nce of CFA 1, 308,779 ($5,029) 
be tween loca l c rrency e:<p~ndit.ur'S3 reported and funds 
rece ived by The New Tran ~ .:entl.lry Fou ndation from Washington 
to finance Project acti~,itie3. In. a ddition, interest income 
of CFA 366,843 ($1,223) earned o n Project funds was not 
remitted to A.I.D. by The Ne'''' Transcentury Foundation as 
required by the Cooperative Agreement . 
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Price Waterhouse also reported that the management of The 
New Trans:::en t ury F')unda t i.)n jec 1 ined to provide the audi tor.s 
a r~ore3entati0n letter attesting to the f31rness of the 
cost.:; ,:::L)im~~d. ~':-':>"':'111y (l,:::r::er=ted duditinq standards 

ACC·:.)lnt.'!C:::'::; U?1'Ji.r>~ ~IF::ll1d:.tocs t.o 
Ref'~-'=.:ll j~," :·t1d:L"';·::lll'~:i·:. :~0 furnish 
con.3"_.i. t oj r:. ,c:~, 3 .:. :.m-'- t: j +: ~_'n ':)!l t.he 
examina", :":'fl ~;1jffj::: i,on t, t(y preclud.:! 
the fin·E.'i:ll sr:.::I~ement:.'3 ludlt,~d. 

vIr itt ,:;11 

se()~'e ()f 

r:- e r=re3entat.i.ons 
the auditur's 

8eea'l"O':; ',": T~':;s' i,'-'ned ~()st:,:;, 'Jn3.'1t:sf3ct·.Jry a(::,countiLl'~ of 
Pre j ,.:.ct f:1:L!:J ) :--:,1 TLe N'~(J T rdl1 S cen t U cl Founda 'c ion's !."e fusal 
to r.r '::..i"::-::I ::'?['re:·::-nta.r:.i·~n li~tt::er, Pr-i':::e l"la l:erh0use 
dis(:::l.al::1e,l a.n )?er·:ill opln,i.)[. ,)n the statement of local 
curr .. ?n'~~' 'C2:q>.::-::Jitures r":';8op>~d to A.I.D. by the New 
Transcent_'.lry F:'.Jndati,:n. 

The aud.:..tors' study and ~?·.·al.l1ati(:)n)f +::.h':! Proj .. -:,::t' 53 internal 
aCcot1nti,:-;,J cor.::rols 3h,Y ...... e'j sf'!'leral Si(]Ll~fi":dnt::. ·...,eaknesses. 
In par~i~ular, p~Gces3ing of loan contract3, monitoring of 
loan ,,:t><'.:it::.ic·ns a:ld acc,:nlnting fr)r lC'd!1 reljdyment.':3 under the 
Small 3cale Enterpci3es component of the Project were 
seriously deflcient, contributing to financial 
irrEgul"l.rities and mis::tpt=,r;:)priation of PrOlRct funds by 
employees of The New Tr~ns~entu~y Foundation. Based on 
these :!~!'j, ('th.er '",c::ak:1e3SeS, Price ~·laterhouse:,:o:1cluded that 
the Pr_je~t3' i:lternal accounting control system was 
inadel~3~e to safeguard ~he assets and funds from 
i~regu~.~rities ~:1 amounts th~t may be material to the 
Proje,-::t. 

In th~~~ review of compliance issues, Price Waterhouse 
reported r:.hat the Project's accounting and reporting system 
for cr~i~t revolving funds was not in accordance with the 
Coopera~~~e Agreement. No other significant compliance 
issues w~~e reported. 

The New Transcentury Foundation (NTF) did not concur with 
some of the findings, conclusions and recommendations made 
by Price Waterhouse. NTF declined to accept accountability 
for frauds and embezzlements perpetrated by its employees, 
and stated that corrective actions had been initiated or 
planned during and after the audit which would address the 
deficienc~es identified in the audit report. A full text of 
the writ- ,-:.en comments issued by The New Transcentury 
Foundation is included in Appendix 1 to this report. 
USAID/Senegal has indicated that they have taken the 
problems disclosed by this and a prior audit seriously, and 
has already moved qu·ickly to improve its oversigilt. A 
number of actions taken and planned, as well as comments on 
the audit report, are included as Appendix 2 to this report. 
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An exit conferedce was held on May 24, 1989 attended by 
Price Waterhouse, RIG/A/Dakar and A.I.D. officials. Written 
comments provi·jed bj' The New Transc~ntury Foundat.ion as well 
as comment.:: of l'< •• I.D. officials on the d-:aft audit report 
were ~lS~U~3oct wl~h ~he audit0rs. The attached final audit 
report was issued by Price Waterhouse after their re~lew of 
tho sec: c' mrn e n t: 3 • 

Recorrunenda +:: i)!l :1<:. 1 

We rescnnen1 tha~: 

a. USAID'3ene<]al require the New Transcentury F':)undation to 
pstablish wi~hin ninety days from lS3uance of this 
rep0rt an in terna 1 accoLin t ing ·:on t rol 3 y 3 +::.em · .... hi ch 
provides rea30nable assurance that aS3ets and funds of 
the Proiect are safegu~rded againsc 103S from 
unauthorlzed use 0r di3pOSltio~ and that eha pr~ject's 

1 0 cal c u l:T e ,"I:' :/ a c ': .:, I.W ti n 9 s Y ::' 1:, em perm i ts pre p a .c.- ,3, t-:. .:. 'J n 0 f 
accuratt~ ;:3.TId reliabl,~ f:na!1,:ial r'?p'Jrt:.,s; 

b. the USAID/Senegal Cnntroller certify that such a system 
has been established by the New TrlTI3Century Foundation; 

(' 

c. if the USAID/Sene'j'll C,:mtrl)llGt' is unable to provide 
such certifi r 3tion wi~hin ninety days from issuance of 
thi s repo rt, f)SAID;' Senegcd suspend further pro j ect 
funding to the New Transcentury Foundatlon under the 
Cocperative Agreement until appropriate corrective 
action has b~en taken. 

Hecommendation No. 2 

We recommend that USAID/Senegal require The New Transcentury 
Foundation to justify questioned costs totaling CFA 
14,358,751 ($4',863), summarized in Schedule B of the 
attached audit report. 

Recommendation No.3 

We recomrne~d that USAID/Senegal require The New Transcentury 
Foundation to: 

a. remit to A.I.D. interest income of CFA 366,843 ($1,223) 
earned on Project funds; 

b. Ieimbur3e 
revolving 
repA.yments 

from its own funds to the project 
fund account CFA 1,475,901 ($4,057) fc~ 
by borrowers not deposited in the bank; 

-~ -

loan 
loan 



c. recover and res tit,~ te to t~e pro j ect funds tota 1 ing 
5,785,918 ($19,286) em~ezzled by its employees, 
failing this, pay fr·m its awn funds for the amounts 
recovered; dnd 

CFA 
or 

not 

d. account for pettj cash shortages cotaling CFA 90,850 
($366) or failin'j thi,s; reimbl .. L:.\? to ,;'.l.D. from its own 
funds ':fle petty cash flWds not a:counted for. 

ReCOmIllenj:l. t i)[1. N). 4 

We r":":>:Jmm,C!nd '~hat fJSAID/3eneqal. require The ~e'", Transcentury 
Foundation to ~rovi.j~ a written explana.r.tion for the 
discrepan'~j· of :FA~,; :18, :79 ($5,029) bEoth'een local currency 
8:{pend i. t I: re s repcr+:e,j aCid f'lnds recei 'Jed L:-r)m Wa sh i nqtcn to 
~inance project activities under the Cooperative Agreement. 

c: 
.J 

W,= reccrruw:~nd that f)SAID!3enegal require that a financial and 
compliance audit of The New Tran3century Foundation's local 
currency e;{pendit 1lre r",;()rts be t=erformed annually by an 
independent firm of publi~ accountants, as a pre-requisite 
for continued Project funding. 

Please advise within 30 days of the actions planned or taken 
to implement the above recorrunenda t ion 3 • I apprec ia te the 
cooperation and courtesy extended to the non-Federal 
auditors during the audit. 
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AUDIT OF THE COOPERATIVE AGREEMENT 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION 

UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT 
N° 685-0260 

.~CRONYMS 

USAID UNITED STATES AGENCY FOR INTERNATIONAL 
DEVELOPMENT 

NTF NEW TRANSSENTURY FOUNDATION 

MSI MANAGEMENT SYSTEMS INTEnNATIONAL 

PVO PROJECT VILLAGE ORGANIZATION 

SSE SMALL SCALE ENTERPRISES 

MU MANAGEMENT UNIT 

TVA VALUE ADDED TAX 

TPS SERVICE TA.X 

IGR INCOME TAXES 

ABACED ASSOCIATION DES BACHELIERS CHOMEURS POUR 
L'EMPLOI ET LE DEVELOPPEMENT 

SBA SMALL BUSINESS ADVISOR 

NPC NATIONAL PROJECT COMMIITEE 

GOS GOVERNMENT OF SENEGAL 

AUDIT OF THE COOPERATIVE AGREEME.."I! 
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SECTiON I 

REPORT ON STATEMENT OF ~,(PENDITUHES 

AUDrT m: THE Cf'J!')pr.:.'.ATI\':: .V:R.EE.\fE'·i"7" 
BETV,r"sE~.,r L'S':·ZI .";rJ ':1,:' :-':EW T!\.'.~ECS ~ ii,V H .. '_ ~r_~.\:-r)~ (~·rrF) 
I.JNDER DiE COi,<\.iA·ITY A.\l) E;-::':::y~::':: D:::·IE.LOi~\if.NT PROJELi 

W 60SS ·!i~i.-'J 
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REPORT ON STATEMENT OF EXPENDITURES 

A. AUDITOR'S OPINION 

1. \fIe h:1ve eXclriinecJ thg statement of expenditures of the cooperative agreement 
between USAID ,~~'d :ne ~i21! Transcentury Founcation '..Jrde r ~18 Commurdy and 
Enterpns,] De'.,'e~cpm.:3r,t Pr'~Jo-?ct nJ 635-C=':;) for tne period rrYTi .july 1, 1935 to 
December]1, 1 :~'-3J CC':~3 ci3:med, ccst:; <~,~estl:Jn8d ana CO~Jts accepted me 
SUmrTIari.:,~(j on SC;'r::\~:,~,= 3 

Our exa8, ~ .Jt:on was rr:2d~ ; n acce r~ 3.:l(::tl witli the Gu:dei: r. '?s fer FI n;-~ncial and 
Comp!i~nC(3 ;\L..;cits of .t..iD-;'-,anced ,A.;J:~'j:~e;;:.J, 3'1d :~I:? p(G;i:,;(~ns cf the star,dards 
for AGdit ef GOV8(;Hil8;itai O~gar,izaw~'is, Pr:.>;;rarr,s, ;'\cti'/ities ar.c rU-lct;ons (1981 
Revision) oromu!ga!ed by :he COrTIpt~c;ie( Ger12~Ji, 'hh:ch per:~Jfl to,:flclnCi21 and 
compliance 2ud,ts. 

Our exar~ir-3t:Qn 'N2,S rl12C'3 primarily for the p'.Hpose of 8xpmss:ng o.l.n opiri'Jn on the 
statement of ccsts rj2:ne(j .J.S summ2rz,~d in scnedL.!e 8, and ir.c!L.;c~()d such tests of 
the accOGnting records and :1S such oth'Sr 2uditing p,Qcedures a.J we consijered 
necessarj in the circljn~st;}:lcGs. 

2. The st2~ent3llt of '3;:~<:::lci:tures in Sc:~?c'J:e A ircludes bot~ co~,~s inCUired in 
Washington (L:S Co:' :3.(S) 2S '.vell as jl:C3: c....::rGr~c/ costs. TIle supPGr~ing invoices and 
docun;entstic;', Of pic,ied ~;:;Jenditur0s ;Il US Do!',~rs ';vere not oYd!;c.J.ble at the 
Managerr.er,~ Ur::t in f<22i::::c:':. Ther870re OL.;r tests we(e limited to costs incurred in 
local cu;'rer.cy sumr:iariz~d in scheduid 8. 

3. Costs in local·~urr(;r:'=y, ciain:ed frOfli July 1,1935 to Oecerrber 31,1938 
(SchedlJ!8 8), tot2ilir-g CFA 1 .369571 901, c=tcc9d to CaSll ta'afce of CF.A, i 4,644,670 
at Decer:ber .31, 1933 e:<ceedec tota: Cr.1Sil rsu-:ipts 2rnou,l:ing to CFA 1 382 707 792 
transferred from the ~le"'v' Tr2nscentury Foundat:on Head Offica in \Nashington, The 
difference of CFA 1 soa 779 could not b'.3 e.x;::iaired b; the :\1an2geri~.:Jnt Unit. Due to 
weaknesses i.l control procedures we ',vere unab!a to identify the SOUice of the excess 
funds. 

4. Our examina1ien id9n~i:ied questioned costs totaling CFA 14 358 751 (US$ 
47 863) which are discussed in Findings Nos 1, 4 and 5. In addition, interest income 
totaling CFA 366 843(USS 1 223) were not ismitted by NTF to USAID as required by 
the Cooperative Agreement. 

5, The Management Unit of NTF declined to furr:rh us a management 
ropresen~ation letler attesting to the fairness of the costs claimed. 

AL'DIT OF THE C()()PERA TIYc AGR EEME.~'T 
BET'NEEN USAID A."'U THE NEW TRA .. 'iSCENTURY FOU~T'ATION (NTF) 
UNDER THE CO\L\IUNlTY AND ENfERPRl5E DEVELOPMfl\.i PROJECf 

W 685·0260 
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6. Because our examination icJert:;iacJ sir]tlificart qUAs:ionfj co::t~; 2nd mat8rial 
defic!gncies in &ccounting for e/p~~n .. jlttl;·(:}5, '.\.;) co noi ex i.Jr3 S:', an op-:lcn on the 
st,'::}:T.ant of expenditures for :,''3 ~',f;"i;Jd f:O:li \.Iu;y 1, 1 ~",-:~, to :~'f;>-Jr:lt'~r :11 , '9r~c3 
s~ .. c,··larized on schedule B unc:(:( t'~s Cco;>;rat;vi3 ;~grEI:O;--'~1n~ ~::"'v8};j 'j::.3r\I'J ar.d 
the ;19W Transcentury Founc,3'.:on. 

Ar(1 24,1989 
D,Jr-... H Senegal 

AllDr; OF THE CCO!,~?.l,:'VE .\GREF.~'~:vr 
BET\VSEN' US,\D A.'in fE=': '~:W I ;{A'i:i:~-::::-,':"l~Y m~J~,D/I.T:()N ,:~"';F) 
tfl',1)ER THE CCi~t!.l L-iIT\' .\.'iu 2.'TERN;Si DE ·,II::L. ;P~lE:~T i)~W1ECT 

N' 6d5 .. 0260 

http:Lu>-,r.qr
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REPORT ON STATEMENT OF EXPENDITURES 

B. FINDINGS 

FINDING NJO 1 • NAU11lORIZED LOCAL CURRfNCY EJ(PENDITUR'ES 

Cond illon 

NTF succo trzcted with a U.S. Consul!illg firm , Management Systems Inte rnat ional 
(MSI) , to QrolfiCle man2gemnnt ',er- Ices for t h~ SSf- prcgram. According to the 
su:;ccntract, the hOU3€ r~l'\t and secuiity SSrvIC(iS of the MSI employee, resident in 
SQnGgal, were to t/;) oald by M3 1. Howover, tM" 3udit showed that those costs, totaling 
CFA 13 045 000 (US$ 43 ,\85). -NBre paid by NTF out of project funds. NTF officials 
ware unabl . to rC'tide ooc\,;mantary Qvider,ca wnethsr tvlSI subst3quently reimbu rsed 
NTF for these ccsts. 

C" Criter ia 

On ly expenditures 9xp:essl'l 2.uthoriZ9d in tha Cooperative Ag reement between 
USAID and the New T(an~cer,~url l= c\.. ndat;c n should be paId out of project funds. 

Cause 

Oua care we.s not talt.8n by NTF to ensure that only expenditures authorized by the 
Cooparativo agrGement, erg incl1rrsd and paid for. 

Effeci 

Unauthorizsd Pro;sct experditure5 were incurred fo r CFA F 13 045 000, thereby 
reducing available resources lor Projae: func!ing. 

Recommenda ti on 

We recommend that N'I F reimburse the Project for unauthorized expenditures of CFA 
13 045000. 

Management Comments 

N-F disagreed with th is finding. They stated that the expenses were authorized by the 
Cooperative Agreement and, iherefore, allowable. Also, MSI had reimbursed NTF the . 
above costs. 

AUDIT OF7HE COOPERATIVE AGREEMENT 
BE1WEEN USA1D A.~THE NEW rRANSCE~mJR '( FOUNDATION (NTF) 
UNDER THE COMMUNITY AND Ei\TERP RlSE OEVELOPME.NT PROJECT 

N' 685..ouO 
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Ctiliditlon 

Cr:t~ ria 

NTF c;id not comply with ag~eament terms reiat:ng to accounting for intorest income. 

Eifect 

USAID lost the use cf CFA 366 343 (US$ 1 223) of income genero.:,=,d iJy the prJject. 

Recommendation 

We rpcomrnend that the to:::l of lnterest incomn of CFA 366 843 (US$ 1 223) be 
traj"1s:erre(l ;C) USA!D by N ;F. 

NTF concurrad and agned to remit a c;lec~'( to USAID for the amount of interest due. 

Aur;r~ OF:HE COOPERA:IVE AGI1EEME'iT 
BETWEEN USAID A~'D THE ."EW TV ~ '~CE.N'TI".':R Y FOl:NDA nON (};TF) 
UNDER THE COi\i:-,WNlTi A.'iD ESTEki,ciiSi.: DEVELO!'ME'-rr FR01ECf 

N° 6.'.jj-D:CiJ 

http:bor~~:,.Ta
http:acco-.nt
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NON p\LLO\'VA8lE BONUSES 

COr';Jitlon 

T:;n '~~co,c>~r2~;\lO f),C;r'J~Hije;:t between ";SA!D and NTF doss n,)t au:hori,:J payment of 
bor,I"';:;J8S to Si:,3i! JU3ine::;") advisof'.s. 

Th8 Mar,agorTier~ Unit ;.;-~;d bcnus"~1s although these p2~. T~E1n~s W8:3 net a.uthorlzed by 
the Cooporative AgitJ81T:8;"1t. 

EfieGt 
EX~"3nditures not autrlo(j:~ed by ~he Cooperative A~r-?sm;;r.t were c.aid by tMa Project 
Man2'gerne,lt Unit, recucing funds a"~i:able fol' prc;:.:ct uSf-J. 

RecommendatIon 

'We t'?com,l1encl \:hat 1'JTF ,"eimbursa USAJD total amCl;r~t ;)f bonuses paid :Jut of project 
funds. 

NTF disagrEed. T':ay s~ste{j that payrrent of bonus:?': W'd~ 2oiJroved by 
USF,:OISanegal and lh8 ~jatiGnal Proj8Ct COflimlTtea. ThGreiore, til9 costs were 
allowable. 

AUDIT OF THE COOPERA TI'IE ACREE~.1EYr 
BE'lWEEN USAID A.ND THE NEW TR.·\N.sCENT'~IRY F-oU:,DATION (N'T'F) 
UNDER THE COjl,L\1UNITY AND ENTERPRl.5E DEVELOP~IENT PROIECI' 

~"O 68.S-Cr160 

http:Jm;-i.er
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Condition 

TVA 8r.d TF'S two local taXt3S, from whi::h the prDject I,VrtS 9xempted, werA paid by the 
M3r,:ger.;ent L'rit. The funds disbu~sGd 3mo~ .... teCl ~o eFA 652 473 (US~ 2 175). 

Crito:ia 

Pro/let ir7lp
'
er:entation !3t~?r (PiL) n° 02t~:J-02 !SSL9d f)y USA.IO C" J'Jrli? ':'.7, 19J13 

statc~d tbat 3i1 Q0(',Js an; :=:e'-jic~~s fir2n~;"j'~; ;,.irK:'~( t:':9 (~oop..;:r2:iv>b Ag(l'oment vvili be 
free from any taxation cr f,36S I~POS')(J uii1jer(he L::~l.<j in e118c...1 in Sar,~1~·;';'1. 

Cause 

An eXGmpt In letter f,:)m [no !\/ljnlstrv of r:i;lanr,) pUitj,"O into force the Cocperative 
Agreem8nt v'/3S not cbraint;d bj 1'·:Tf'. 

Effect 

Project reSIJ~;C8S W8i8 reduced because of unnecessary payment of taxes. 

Recomrn:;:nci:3tlon 

We reco:ril:1grj tInt rJTF reco'/sr fr('lm t:e COIJ8rnment of S8rl0gal ttJe payn:ent of 
taxes tota:in~J CfA c52 473 from which !h~ prOject '.N;.;: ~ exempted. 

NTF concurred with t;;is fincing. Th ~y puinted out th~t ex1er.sive e~for1s \vere m8.de by 
them to roc:)ver the taxes from GOS authcrities. De:,pite Jack of success, this ef;ort is 
continuing. 

AUDIT OF THE COOPERATIVE AGREE.\1EJVf 
BETWEEN USAID AND THE NEW TRANSCENTLIR Y FOUNDATION (NTf) 
U1'c'DER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT 

N° 685-0260 
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Con ::.Jition 

NTt=: 'rlcurred e ,:"9"lSi::JrI3~; t'Jt2i;ng G!=A nso 770, ($ 2 202), which v/ere not adequat( 
S'I", '" Jnod by ar,·,-r'l-,.-i -'Po .rJ O'-· 'J ""'I·-"(1t"ry e'!,"lC"C' or I"err> n~i P~"'I·r.-t r""='t'='d Th.cse ...... ,_. _ . ...., ~:-·'\,Jr .. ' I .d...,l ~. """'~ I, C a IJ '-,-;;11 -1, 0 t,,\. Iv.r::'L C'1':1 ...... 

Cu.::, are itemiz6d DU:·:NI. 

DESlGN":.TiON 

Non·Project ExpGndi:ums 

• Legal feb:'; ~2d for sArvkes rendered 
to SSE ClitH~IS 

AMOU~!TS IN 
Cj:A 

200 000 

144 000 

344 000 

TraV '11 expense relmbursl.:mGnts In e:(cs-ss of expenditures 
r6:::Qited 52 773 

Trav==Ji expenses relmbu.'sed wit;,cut supporting documen-
tatiOn 264 000 

TOT AL non allowable expenditures CFA 650 773 
---.-..--- ._---­_._---------

US$ 2202 
-_._----- -.. -----.---------

AUDIT OF THE COOPERA nVE AGP.EEME."ti' 
BE1WEEN USAID AND THi NEW TR.A.':S("E~ .. Tt:~.Y RJUNllATION (~ 
UNDER THE COMMUNITY AND E:-r:·E.~F~~l~E DEVELOPMS"''' PROJECf 

N° 685-('':50 
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Criteria 

In orner to be allowable, project expenditures shou1d be project related and supported 
by d~;)iopriate documer,Iation. 

0:"';0 ,;are was not taken OJ NTF to ensure that all 8xf)er:ditu!"8S wor8 sup:::o~sd by 
appr'~,J,'iat9 documenta::cn anc: al/ eXi}3nditures repo1~d were prc;ect f2lated. ' 

Effoct 

NTi- ·::iaimed and was re,rl:Lx~rsed CFA 660 773 of i1cn (}lIowable costs. 

Rec,; :Ilmer,dation 

We rl:cornn~end that :r;,? :'':'31 r~on al!owab!e t:cs~s of CFA 660 778 (USS 2~202) be 
qL':;s,cned per.ding L~i-? p;c'/is;':Jn bj NTF of aa.JqU<.ltd jU3tificatio(]. 

Man2gement Comme;l ts 

NTC disputed this findii'9, Thc}1 sta!ed t;,at adaqua~G jus~:~i(:atir.n and dc.'cumentation 
W6(G :3.vailabie to SUPi=0rt the 2.Jove ccs~s, which 'Ndre, tnersfore, allowable. 

AUDIT OF THE COOPERA TIVc AGRH}viE.'iT 
BETV<'EE~ USAlD ASD TH::' ~;cw n,A.V:CHiTL'RY,-<)l::-';DATIO~ (NiF') 
UNDER T:-1E CO,\.1..\IUNITY A."lD E~:1~?R1SE DcVELOP~.IE.;'rT PIWJECr 

NO 685 "Y':w 
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Condition 

The r·,tU. in !<ao!ack is funded th'olJgh ('ash transfers made by NTF from Washingtor 
In c.,r~:'?r to t~slJbljsh the c8sh posit'rYl of the Prcject ircrr. ,July 1,19:35 to D(~C8(i~J8r 3 
19Eb,d8 pre;,a:c;d :;l. :~tat9r~.af1t of tt. ... nd.s sh8w;nr.J 2:;uaw:',.w·; rF.lcC)iv·~d from NT:= 
W2~r:,";gtor: I'js:~ !(ical CU(ri3nc~/ fJ";p ·J'~.3.:!S r~)p..::rted. 8y coing so, 'N8 JJLif~(j an eXC9:: 
of e,~~)g(i:)e~> O\I\~i cash r8csipts of ((7' A 1 51.')f.> 779. NTF officials W{;i'9 Linable tc exp! 
the 2~cess. 

Transfers from NTF Washington 

Cash receipts & adlustment5 

Expenses in local currency per Schedu!9 B 

Cash on Hand - D~c. 31, 1988 

Unexplained difference 

Criteria 

Am'')w~t in 
Ci:':J:\ 

1 349 198 459 

33 509 333 

1 382 707 792 

(1 369 571 901) 

(14 644 670) 
---_. __ . 

(1 384 2 : ;: >5-11) 

(1 508 779) 
-_._-------_._--

Since 8xper:38s incurred by the M.U. are fully f:nanced by NTF Was~1ing~on, there 
should not be an excess of expens8S over n~\'ej~ts. 

ALTDrr OF Tt.l>: COIJPER.\T!VE ,\GREEM~T 
BETWEE.'l USA1~ A2-p') Thi:: :-~w TF"':'J>';SI.'E.,,",:'LR Y FOiJ}''DA nON (;-..!TFi 
LiNDER THE CQlYl\1liNITY AND E""~l~~PPJSE GEVELOP~tENT PR01£Cf 

~ 6E5·0'260 
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Cause 

Weaknesses in the NTF accounting procedures resulted in inadequate record keeping 
and consequent discrepancies between funds received and e.(penditures reported. 

Effect 

There is no assurance whetr,8r local currency expendituros reported by NTF to USAID 
are reasonably stated and reliable. 

Recommondation 

We recommend tha~ ~/1.U. inv9stiqat€1 the difiarArce of CFA 1 508 779, redify the 
expenditure repcrts a(;cordingly and irr.plf'~r;ent contrai prCC8(~:~r8S to iinprove 
accuracy of project CCS( reporting. . 

NTF acknowledged the Gifferef~ca of CFA 1 508 779. Base.d en 'their investigations, 
they conclr.:d:jd t:lat the ~1mount repre.;':)ii!ed repaymA.nts of SSE !Jans that we~e not 
deposited t:J the bank account. NTF 5Lited that thGY had t3.kE!n Gc'Lion to prevent 
differences of this nature in the future. 

AUDIT OF THE COOPERATIVE AGREEMENT 
BE1WEEN USAlD AND THE NEW TRANSCENTUR Y f()UNDA nON (NTF) 
UNDER THE COMMUNITY AND S"ITERPRISE DEVELOPMENT PROJEer 

N" 68~-0260 
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SECTION II 

REPORT ON FRAUDS j.\~JD EM8FZ7lEMENTS 

AUDIT OF THE COOPERATIVE AG REEM8I4'T 
BETWEEN USAID A..'ID THE NEW TRA.NSCE.,'-.TURY FOV1'<'DATION (NTf) 
UNDER THE COM..\HJNITY AND E."ITERPRlSE DEVEWPMENf PROIECr 

~ 68.5 .. 0260 
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REPORT ON FRAUDS AND EMBEZZLEMENTS 

We I~~VC) erl~~'r'crl !h Cl C'+"~c""'ent of -:-.vne·~'d'+'.Jr·"\s of t!-e co'"'o-')-ative agrr:;le""'ent I . I . '-.. _. "" r ... It; I t _ \.... '. I .... "'-~ ll.. ~ ~' ! 1 ,i ~" ,") I! II I r. ~: ! U. "" I .. • ...... I I : 

belween USA I D and ti'e t law T 12fls':.:e'-I:U ry :-ClLlr;dation under lilt; Community and 
Enter'pris.j [~-j\/e~ocn8r:t Pro;ect nJ 6S:)-C2fO for the pericd from July 1, 1985 to 
December 31, 1938, 

Our exarnir'a.tion ',vas rr::~je in ;](~r::<rj2nc8 wi ~~ th8 Gui(~u:ir)f3S for F:n . .Jilcial and 
Compliance JI. ..... dits o~ .AID-finar\>;d f\;rds:"'1ants, 21:d U:8 P"O\I;S:C:r'!s oi the stJ.'ldards 
for Audit of GO\lernme nt21 Or~:i"L:?t:rJns, r::'rOr;i::m::~, ,t.,-f ,it '35 ~lr,d Fu~ct,ons (1981 
R8vision) proi;jL1r\~a:~d by the CO(iiptro:ie( Gener2l, wh:ch i:'':ii"~.lin toii!~ancial and 
compl 'la"" 'l ::l! ,,"',t ~ , I.",J ':.. (.,..., '-"41..... ~:;,. 

Althouoh no oP"'gr e\/i(~er1(:e of f'o'Ad or ern':Jl~zzjem8nt C3;~9 to OLii attention, our 
examirla::on sl;,),ved St~('JwS W>O,~.,-<:.npSS8S in NTF's 2CCJUI,ti1Q systems and internal 
controls, Vve ::ire thetti7Cre l,.;:!3.'JiEl to piovide assuraiic.9 wh8:~!er the instances of fraud 
and emb'3zz!8rnent cf fWlds rei2(Jr:ad by us were isclated cases. 

/1 

! / t 
\ / ~ L.<::... ~ \.J -'(_ .... ,.t" .... _, \).. C~L . 

April 24, 1939 
Dakar, Serif?gal 

AUDIT OFTHE COOPERATIVE AGREE\1E..\o1 
BETnt-EN US.-\lD AND THE NEW TRA..'1SCE,'ITURY r-oU~DATION (NTF) 
UNDER THE CO~L\1U~TTY AND E"'HERPRC~ DEVELOP~1ENl PROIECr 

W 68~i·02;'o 

http:68.;-02'.3O
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B. FINDINGS 

Condition 

In the course of an ear:ier audit we conducted for NTF relating to the SSE component, 
a compcll'jscn of the IOZ1n reirl jl,,;rsement registsr \,ii~h the bZlnk deposit slips showed 
the fol~c\Vi ng i rr2Gu larities : 

The Prc' ..:>rt ~"'(~r.1 'r·ti~1"1 .J'::""'''1 rtm en t '''-'5 . ''''1 "1blA to prol,;dA tho det~'lls .~}_~LC\""'''-'·..)'''~:;'~1l ..... ,...c •• ,.I.-, \,'v'-~, .....,1:_ "" j' ""~IV \,.4 

of certain ban:'. C:2~CS;t sii~s tc~a:; ng CF,A. 27 106 696 

We isc!c.~ed t~8 rspay~;3n:s of c!ier:ts ri3corc~3d during t~le periud 
concerned wl~,ch was eFA 29 572 516, tlius indicating a discrepancy 
of CFA 2 46tJ 020. 

We then noted S~G~S paid by clients for wh~ch we were unable 
to find 2ny 1,3':;e on the bank statements which totalled CF A 4 641 833 

We were also una8:e to find the 3rnount of CFA 1 126 518 in 
the ba:-:k s:21eriient althoL,;gh it featured in the preparatory listing of 
cash paJmon~s. 

Thus, a total afT1(Junt of CFA 8 234 171, apparently paid by clients but not banked by 
NTF INas ider,tified. 

After a d8~ai:ed investigation condu ted by the ~,,1U, the above discrepancy was 
reduced tJ CFA 1 475901 (USS 4857). 

Criteria 

All cash receipts should be pron:ptly deposited to the Reimbursement bank account. 

Cause 

Control procedures regarding loan repayment are not reliable enough to detect errors, 
omissions or irregularities. 

AUDIT OF THE COOPERATIVE AGREEME.Vf 
BETWEEN USAID .o\.~D THE NEW TRANS CDillJR Y FOUNDATION (NTF) 
UNDER THE COM;\1UN1TY AND E..\lTERPRlSE DEVELOPMENT PROJECf 

N° 685-0160 
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Effect 

This situation resulted in fraud and misuse of SSE loan reimbursements made by 
borrowers. 

Recommendation 

NTFshould mimburse the Project the loan repayments totaling CFA 1 475 901 which 
'.vere not deposited into the bank. 

Management CO'lilments 

~~TF acknow!ecqed t~e d:scre;:;ancy of CFA 1 475 901 but stated th3t it was an 
accounting error and nJt an ambezzlement. They turt~8r stated that the M3nagement 
Unit's accounting and reporting systems were revised to prevent such discrepancies in 
the future. 

AUDIT OF THE COOPERATIVE AGREEMENT 
BE1WEE..'1 USAID A..:"ID THE NEW T~'1SCENnJ~ Y R'WNDA.TION (NTF) 
UNDER THE COMMUNITY AND ENTERPRISE DEVEL.iPMENT PROJECT 

W68.5-D260 
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FJND1NG N° 2 - EMBEZZLEMENTS IN SATEl~JTES 

Condition 

Several embezzlements totalling CFA 5 785 918 ($ 19 286) had 
been perpetrated by the Small Eusiness Advisors from the inception 
of the Project to December 31, 1 ~38, which are itemized below. 

The advisor of SOKONE had received lean repaymer.ts totaling CFA 
267 905 ( $ 893 ) frorn three borrowers wr:ch were not remitted to the M.U. 
He paid back t~f3 above amount and resigned. 

The adv;sor of ;'~:l.,JLACK NO~~D co!!ectI3d CFA 504 206 ($ 1 680) from 
five bcrrowers bl...j[ Gid not rer~;t ti18 amount to the M.U. He subsequently 
returned CF,'\ 2C2 ~~50 (S 67S) to t'NO of the above borrowers. The remain­
ing amount of CF,'\ 301 ,lSG (3 1,0,,:5) was not accountnd for. 

The FATICI( ac'vi ,,;or had mi.s2pprspriaU:Jd reirrbursements 
received from clients for eFA 8 4':35 230 ($ 28 317). Of this amount 
CFA 4017318 '.,V3S restituted Ths b.3.iance of CFA -1477 917 
(US$ 14 926) remains unpdid. 

The iormer advisor of KAOLACK Centrr:3 had misappropriated 
CFA 803 795 (US$ 2 679). 

Criteria 

The use of project funds for unauthorized purposes is a fraudulent conduct. 

Cause 

Due care was not taken by NTF to institute proper and effective loan collection 
procedures and safeguard project assets. 

AUDIT OF THE COOPERATIVE AGREEMENT 
BE1WEEN VSAID A.~U THE NEW TRANSCENTURY FOUNDATION (NTF) 
UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMEJljj PROJEcr 

N° 685-D260 
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Effect 

Project funds were misappropriated and the effectiveness of SSE program was 
adversely affected. 

Recommendation 

We recommend that efforts be undertaken to recover the embezzled funds of 
CFA 5,785,918 fa:iin(J which, NTF should be held accountable. Furthermore, control 
procedures sr.ouid bo impiem8nted to prevent future embezzlement of SSE loan 
repayments. 

We were informed by NTF That lawsuits were being conducted by NTF against the 
dishcnest employees and that new internal control procedures were being 
implemented. 

Management Comments 

NTF acknowledged the embezzlements but pointGd out that they initiated an audit in 
1988 upon becoming aV'.'ar t3 of the above irregu!arities. They stated that of thif 
amounts embezzled, CFA 4 477 917 ($ 14 926) remains unpaid and efforts were being 
made to recover the funds. NTF declined to c'.ccept accountabiity for its employees' 
embezzlements, stating that implementing this large project had bRen a "natural 
learning and maturing process". 

AUDIT OF THE COOPERATIVE AGREEMENT 
BE1WEEN USAID AND THE NEW TRANSCENruR Y FOUNDA nON (NTF) 
UNDER THE COMMUNITY AND ENTERPRlSE DEVELOPMENT PROJECI' 

N°68.~-mM 
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FJND1NG N° 3 - PETTY CASH DJSCREPM1Ca:S 

Condition 

The surprise cash counts performed at project sites revealed the fo"owin~1 unexplained 
discrepancies: 

Petty cash shortages 

FATICK 
KAFFRI~JE 
SOKONE 
KOUNGHEUL 
KAOLACK SOUTH AND CENTER 

Total Shortage 

Petty Cash overage In Head Office 

M.U. 

Criteria 

Amount In 
CFA 

3465 
6 725 

31 000 
40 650 

9 000 

90 850 
------------

31 870 
----------

Cash count results should always be reconciled to the cash journal balances. 

Cause 

Due care was not taken by NTF to establish effective petty cash disbursement 
procedures. The weaknesses of the controls over cash funds resulted in the above 
discrepancies. 

Effect 

Project funds totaling CFA 90 850 were misappropriated. 

Recommendation 

We recommend that above petty cash fund differences be investigated and resolved. 
Furthermore M.U. should reVi(3W petty cash control procedures and make nacessary 
improvements. Should M.U. fail to solve the difference, NTF should be held 
accountable for cash shortages. 

AUDIT OF THE COOPERATIVE AGREEMENT 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION (!'ITF) 
UNDER THE COMMUNITY AND ENTERPRlSE DEVELOPMENT PROJECf 

N° 685-0260 
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Management Comments 

NTF acknowlecged the above irregularities and stated that the s~or1ages were 
resolved by November 1988. Revised petty cash procedures had been instituted to 
strengthen internal controls. 

AUDIT OF THE COOP ERA TIYE AGREE!\o'fENT 
BETWEEN USAID AND THE NEW TRANSCENTUR Y FOUNDA nON (NTF) 
UNDER THE COMMUNITY AND ENTERPRlSE DEVELOPMENT PROJECT 

W 685-0260 
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SECTION III 

REPORT ON INTERNAL ACCOUNTING CONTROL 

AUDIT OF THE COOPERATIVE AGREEMENT 
BETWEEN USAID AAU THE NEW TRA..T>,JSCENTURY FOUNDATION (NTF) 
UNDER TIiE COMMUNITY AND ENTERPRlSE DEVELOPMENT PROJECf 

N° 685-0260 
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REPORT ON INTERNAL ACCOUNTING CONTROL 

A. AUDITORS' OPINION 

We have perfc:rmed a financial and compliance aGdit of the Cooperative Ag,eement 
between USAID and the New Transcentury Foundation (NTF) under the Community 
and Enterprise Development Project n° 685-0260 for the period from July 1, 1985 to 
Decemb8r 31, 1988 and we have issued our report thgreon dated April 24, 1989. 

As part of our examinaticn, we made a study and evaluation of the Project's system of 
internal accounting control to the extent 'Ne considered necessary to evaluate the 
system as required by gene(21ly accepted auditing standards and the standards for 
financial and complia(ice :::udits for Audit of Governmental Organizations, Programs, 
Activities and Functions (1981 Revision). The purpose of our study and evaluation was 
to determine the nature, timing and extent of the auditing procedures necessary for 
expressing an opinion on the fund accountability statement of the project. Our study 
and evaluation was more limited than would bo necessary to express an opinion on 
tne syst9m of internal accounting control of the Pro]8ct taken as a whole. 

N.T.F. is responsible for establishing and maintaining a system of internal accounting 
canto!. In fulfilling this resronsibility, estimates and judgements by the contractor are 
required to assess the expected benefits and related costs of control procedures. The 
objectives of a control system are to provide the mana.gement with reasonable but not 
absolute assurance that assets are safeguarded against loss from unauthorized use or 
disposition, and that transactions are executed in accordance with management's 
authorization and recorded properly to permit the prepp.ration of fir.-.lnciai statements in 
accordance w~th generally accepted accounting principles. Because of the in! \f:;rent 
limitation in any system of internal accounting control, errors or irregularities may 
nevertheless occur and not be detected. Also projection of any evaluation of the 
system to future preriods is subject to the risk that procedures may become inadequate 
because of changes in conditions or that the degree of compliance with the procedures 
may deteriorate. 

Basec1 on our study and the criteria r9ferred to in the first paragraph of this report and 
taking into consideration the material weaknesses in internal controls as described in 
the accompanying findings, it is our opinion that the project's internal accounting 
control system is inadequate for safeguarding the assets and funds of the project from 
irregularities in amounts that may be material to the Project. 

AUDIT OF THE COOPERATIVE AGREEMENT 
BETWEEN USAID AND THE 'lEW TRANS CENnJ R Y FOUNDA nON (NTF) 
L'NDER THE COMMUNITY AND ENTERPRlSE DEVELOPMENT PROJECT 

W 685-0260 
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Subsequent to the completion of our field work, NTF prepared an internal control 
procedllres manual in response to our audi findings. We were informed that the new 
procedures will address the problems identified by this audit and will be implemented 
shortly. 

;1 

/ ~. (L.. \,-~ P"'-~ ~ l6U->j.. 
April 24, 1989 
Dakar, Senegal 

AUDIT C!= THE (OOPERA TIVE AGR EEMENf 
BE1WEEN USAID AND THE NEW TRA."lSCENTliR Y FOUNDATION (NTF) 
UNDER THE COM.\fUNITY A."lD ENl !:.KPRlSE DE'/ELOPMENT PROIECf 

N° 685-0260 
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B. FINDINGS 

F1ND~NG r'llJo 1 ~ DATA PRCC,ESS~NG SYSTEM FOR MO~HTOA~lN1G SSE 
LOAN OPERAT10iNS lS lNADeaUATE 

Condition 

NTF uses a computer program to monitor the SSE loan operations. A review of the 
system showed the following deficiencies: 

The system did not provide the necessary 
management information for a proper follow-up 
of the loans, such as a report on delinquent loans 
at a giv3n date. 

The time period requirgd for data entry, processing 
and pr.lting of infornption was ex1remely long. 

No editing of the data entered in the system was perio­
dically carried out, such as, a comparison betvveen the 
computer listing and the loan receipts, or reconciliation 
between the accounting records and the computer listings. 
Hence, there was no reconciliation between the accounting 
records and the reports produced by the computer system. 

Criteria 

The data processing system to monitor loan activities should provide timely and 
reliable reports which should be reconciled periodically to the accounting records. 

Cause 

The software utilized for the computer program was not designed to provide the 
required information on a timely basis. 

Effect 

NTF officials were unable to ob'tain the financial information on a timely basis. This 
weakness contributed to the embezzlement of loan proceeds by lower-level 
employees. 

AUDIT OF THE COOPERATIVE AGREE.\iENT 
BE'TWE E.."i USAlD AND THE NEW TRANSCEN11J R Y FOUNDA nON (NTF) 
UNDER THE COMMUNTlY AND ENTERPRISE DEVELOPMENT PROJECT 

N° 685-0'260 
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Recommendation 

We recommend that a system be established so that loan operations and credit 
management information are integrated with the accounting records. 

Management Comments 

NTF concurred with this finding. They stated that a new computerized data processing 
and loan tracking system was introduced in Apr:I, 1989 which will provide the required 
information on a timely basis. 

AUDIT OF THE COOPERATIVE AGREEMENT 
BElWEEN USAID AND THE NEW TR.A..l'-1SCEN11JRY FOUNDATION (NTF) 
UNDER THE COMMUNITY AND E}jTERPR1SE DEVELOPMENT PROJECf 

N° 685-0260 
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F1NDJNG N° 2 - SSE LCAlJ\] AGREE:vr:=NTS DO NOT CLEP..RL Y 
STATE THE -rER~;}S A.""'-lD CO~,iDrr:O:\~s OF LOA.;'lS 

Condition 

Loan agreemerts between NTF and its c!ients were not e:x:plicit regarding the 
repayments Df :cans. The amount of each pay;nen~. number of installments to be paid 
and dates of pajrneilts Wf::?~e not specif:c:d In these agreements. 

Criteria 

Loan agresi1lents should be unambiguous and facilitate efficient collection and follow­
up by NTF. 

Cause 

In order tc simplify loan contracts and make them easily undarstandabie to SSE 
clients, NTF did not design an elaborate and comprehensive loan agreement. 

Effect 

Borrowers were sometimes unable to make correct and timely repayments of the loans 
and were frequently misinformed by the loan advisors. 

Recommendation 

The NTF shou!d amend the loan contracts and include repayment schedules to be 
followed b'Jth by borrowers and the loan collectors. 

Managem8nt Comments 

NTF concurred with this fiiicing. They stated that beginning November 1988, loan 
agreement documents were redesigned to include loan repayment schedules. 

AUDIT OF THE COOPERATIVE AGREEME.'cT 
BETWEEN USAID A.~'D THE NEW TR.-\.."rSCE~TURY FOUNDATION (NTF) 
UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMThT PROJECT 

N° 685-0250 
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FJND1NG N° 3 - Po. COt~lPR:EHENJSjVE OPERAT1NG MANUAL S:-]OULD 
"""' ... -S~,.'~' ' .... ·l~D ~I:: 1:' J}'w;;;>\"J.::::rH: 

Condition 

There was no written manual on the administrative and financial procedures. Although 
there vl:~;e SOr:l8 written guidelines defining the relations betl,' .. een advisers and 
clients, these dccum8nt:;) were not comprehensive. 

Criteria 

A manual of procedures on the SSE operations and the accc',lnting system is 
necessary for effecti "e project management. 

Cause 

Due care was not taken by NTF to establish adequate written procedures before 
initiating the project activities. 

Effect 

The project management system was inadequate in several areas thereby resulting in 
inefficiencies, waste and abuse of project funds. 

Becommendation 

We recommend that NTF undertake a review of project activities, and establish a 
comprehen si 'Ie operating mar.t.,;al. 

Management Comments 

NTF stated that a comprehensive manual incorporating new control procedures was 
completed in February, 1989. 

AUDIT OF THE COOPER.~ nVE AGREEMENT 
BE1WEEN USAID AND THE NEW TRA."lSCE!'. TU R Y roUNDA nON (NTF) 
UNDER THE COMMUNITY AND ENTERPRlSE DEVELOPMENT PROIECf 

N° 685-D260 
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COLLATEFU~\LS OFFERED BY BORROWERS ON SSE 
I. ::.~ •• 'S .~,;;::~ ~i(.q' 1 --::n,¢\1 ·'Y :':~:r~O;;')I"'!::~;:;':l ~ ..... ~~~ .. /~Jl_J;'Vl ___ ... tI~ ..... J. 11v-..J-~'-' 

Condition 

Collaterals offered as security on the SSE loans were not properly recorded and 
registered with the authorities in accordance with GOS regulations. 

Criteria 

Collaterals on loans must be registered in order to be legally enforceable. 

Cause 

The legal procedures mgarding mortgages and other securities were not fully 
investigated by NTF before granting the loans to SSE clients. 

Effect 

Loans secured by unregistered and unrecorded mortgages are not enforceable. 
Therefore, the pro,ect I-las no recourse in the event of defaults by borrowers. 

Recommendation 

We recommer,d that the !egal requirements with regard to collaterals be complied with 
and mOGgages be registered and recorded by NTF in compliance with applicable laws. 

Management Comments 

NTF disputed this fir:cing. They stated that SSE credit policies were designed to serve 
small clients who had no 2ccess to loans offered by the organized banking sector. 
Therefore, less en;p~as;s was given by NTF on borrowers' collaterals and more on 
cash-flow analyses. 

AUDIT OF THE COOPERATIVE AGREE.\IE..Vf 
BE1WEE.~ USAID A.. \'n THE ~EW TRA "fSCENTTJR Y FOU~DA TION (NTF) 
UNDER THE COM.\lL!'o'ITY A.."D E~'TERPR1SE DEVELOPME.!'-I'T PROJECf 

W 685.0260 
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FJNDijNG N° 5 - LOANS ARE GRAA'T'ED AND D1SBURSED SEFORE 
COM?LET}ON OF T}-IE SCREEfIIIJNG ?ROC~SS 

Condition 

Occasionally, loans were disbursed before the screening of loan applications were 
completed. 

Criteria 

Loan approval process must be completed before amounts are advanced to 
borrowers. 

Cause 

The above practice resulted from over enthusiasm on part of SSE officials to grant 
loans rapidly. 

EHect 

This practice exposes the pmject to the nsk of financing borrowers who may not qualify 
financially for the loans. 

Recommendation 

We recommend that amounts be advanced to borrowers only when all conditions of 
the loan cor:tract are met and loan processing is complete. 

Management Comments 

NTF stated that only 4 out of 380 loanst/ere processed without adequate screening of 
loan appiicants. These were isolated cases during the initial phase of the project 
activity. 

AUDIT OF THE COOPERATIVE AGREEME..lI.IT 
BE1"NEEN USAlD ASD THE SEW TRA.'-i5('[!'<Tl..'RY FOUNDATION (NTF) 
UNDER THE CO~l"'lc!'<'"rrY ASD H.-rERPR15E DEVELOP~IE!'<'T PROJECT 

N° 6115 -v260 
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-F]IND]NI NVIS APY1-1O1PRATE ~ FFNTCNSNTHE 
M 4~]AaJdI]ET A1TVT',LOA~ SHOULD 3E ESTA-

Con dii on 

The du'~of~h mcU B jsnos Advisor- lrvnted at tha~,F Sa pllitg off*es include
prelim-iriary .r'/ n2 of Ic.v.-n app~cicun, aflvice 1:) clien'-, cILcA of :,c:anr

nstfle~reL.{jr~ u~and rernitting, thoe amount's to toNT Fofice in Kaclack. 

Criteria 

A sound of :nternal control ireFeqn apprn-priate segregation of duties and 
respons;;mm :o prevent m-isuse a o~ c funds arl io stur assets. 

Cause 

NTF did !-ict -:u a dVisi-)n -f dLuIis, ker:.,heJ~loan r;an;-qernr~nt and 
advisori : :cinsrm tho loan co~iaeuini~~ 

CEffe Ct 

of loan r 
Cocet~-nid~a i oe r V:dulccr~hue 

pym-trccaeds by the S.*,;alI 
tow~ ad -mi~apropriation 
-ui~sAviscrsat thti ':S fi-31d offt~es. 

Recomrond -.0ion 

We ecm,71iht NJTF- recrganiz9- tne io.m a2dvisory, manaqement and oilsiotion
functions --u-as Lo ,Dct a :ropjr segreaanun of dLutlies and responsibili-kes. 

ManagemenitCciet 

NTF disrut:j ,z& C-dq.~ecause of limnited --taff r--sources, thoy did not seo-rite the
loan advisory and &~co~functictis in the :E:3F offices. NTF int:ciouciv;a newprocedur-s -nMar,-on 1939, winich stren-c;Thenea in-o.,mal controls r3 atin Ola 
collections. 

AUDIT OFTHE COOPERANTIVE ACREEMENT
 
BETWIEEN IISAID AND THiE EW TFaNSCE.NTIURY F-';-NDATION (IN77)

UNDER THE CONLvIUNITY AND ENrF )R:SZ LEVELOPMENT PROJECT
 

No 685-6CZO
 



FiND1j No 7 - D0C -'Eu\7A3Y~ CONMCLS CVT-ij LOANIREPAYMEN1TS 

Condition 

A review of the controls over accounting for loan instaltment repayments sho'Ned the 
following deficiencies : 

-Rece omnumbered but there was no sequential control ofit-s were 

those dccumenrits,
 

When payments were made by bocrrowers, the receipt forms were not 
coun*,rsKned by the Oorrower altesting to the uorre(:t,:;ess of the 
amounts. 

Other pe r'ent infcrmn-ation, such -s the loan ide1 tificcltion numbers 
or the instalhncnt period to which the paymn.nts eiate, were !,ot irdcated. 

Criteria 

The recept form is a vital control document which should irclude a!l pertinent 
inforrnation to ensure satisfactory accounting for loan repayments. 

Cause 

Due care was not taken by NTF to establish proper controls over loan repayments. 

Effect 

Lack of adequate controls contributed to embezzlements and fraud in the SSE loan 
operations. 

Recominendation 

W3 recommend that the loan repayment receipt format be improved and controls over 
accounting for receipts be strengthened by instituting the following procedures: 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION (NTF)

UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT
 

NO 685-0260 
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Form and content of receipts 

Receipts should show the signature of the borrower 
as well as that of the loan collector so that the 
amounts shown as paid cannot be disputed. 

Loan ider,tification number should be indicated on each 
receipt form. 

The dat .s on which the installments were due must be indicated. 

Follow-up of receipts 

Blank receipts must be in the custody of a responsible official 
who is independent of the collection funct',on. 

Receipts must be prenumberod and printed for each 
satellito oid'ice. 

Accounting for numerical sequence must be carried out by 
a responsible official who is independent of the collection 
function. 

Management Comments 

NTF concurred with this finding. New procedures were implemented in 
March, 1939 incorporating the auditors' recommendations. 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION (NTF)
 
UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT
 

No 685-0260
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FI ',N1No 8 - CONTrR"LS OVER GAS$ CUFOLN$ NEED [M,,7ROVEM ENT 

CondItion 

A review c,' the usi7, of ,as coupons showed that coupons purchassd were not a!ways
recorded inl the flKnt-7, rjs;ser and. cou.,pons utilized to purchase gasoline were not 
always posted in tt) v Iog-bcoks.loc 

Criteria 

Ino, er i r,nsure controls over fuel consurption costs, use of gas coupons must be 
corrcctfly recorded and cor.*rolled. 

Ca us 
NTF Cd not es!ablish a sound control system vhich would faclitate an adequate 
monitcrin- cvar us: ol gas coup.)ns. 

Effect 

Lack .f c-"e, '1ve contrcIs do not provide adequate assurance about proper ut'lization of 
gascline coupons. 

Rec'mrrK rnd .on 

We reomn~end thlat 

All .q,s coupons used be recrroed in the kiel cn:-:mton register
wil-i, sHoul ir,.a- the r,.,e of the user and pvpose of 
the trip. 

Loc.hocks be peri,-ical'y updated and amount of Cas coupons used be 
reeic,,To the ciance trave ,"'d. 
Unused cou.;on; be reriodic-Jiy inventoried and reconciled to the 
qu~ntzt;s ipf..r t ine nor y re..ister. 

Man ,gernLm.Int Co.";ts 

NTF state,.d that only fr.r ou' of the several hundred gs: coupons were misused over 
the life of the prc:',t. The, did not believe thzzt ohere were any major problems. 

IECO )PIi \-VE A ., 5i i 

BEWEEN US.:7 DAND T-I WTf..\N - 1 Tf ,N',,DATION (NTF)

UNDER THE COMMUNITY, AND F.N'1 E.i:iPISE iAEVLO.PMENT PROJECT
 

N 6,65-0Z6.,
 

\ "Dfr OF I .. T r: T'T 
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FDING No 9 - 721:, A10CCCUM 	 S W.[AE LECCSA.NI 	 RCCNCLA' 

Condition 

A rev;ew of NTF's bank account reconcil:,-tiors showed the following 

7h- n- items were not .maty reviewed and 
foic.o,:d up. 

K.s re....rS 	 several rnon,,s itzr these 

* ast.: recn n f~l;:i,£'-.:met \'e,- rot pr. cet on a lim lv bc .-:".. For 

1 C 	 IrlC ,, .. 
th At. 5 f- ) L ".r :-*cccurt ,, ;., rcti'.' nc;.&J tor ,: mCr'.;. 

* 	 anI: rrcrv c: ;i.n ,ere nct revi'prd nd a.;:p:ovecJ by a resonsible 
olf ia:. 

Criteria 

B anlk r ior,F:4a eamCitOr shcuLf !)o 	 j ,.,reconcJng itemsinv t _CJt"invbtY~1 ? prcmptL. 

Cause 

Due care wvv,, n: t&[krn by NTF to port:rm tnme'y recoriciliations and resolve 
outsfarndirin itnis. 

Effect 

Errors c q :,!-r rieo on bank accoLunts may remain uncetece-d ar d bank accounts 
may b e v i., SU.s . 

Recomrner ia c,i 

We recommend that sta'en,cnt: of reconcji be prepared for a!l b--:nk arv ounts on 
a timely basis and ail reconciling items be porP!.!j in\vesigatcd and resolved. 

AUDIT OF THE COOPERATIVE AGREE.MENT
 
BETWEEN USAID AND THE NEW TRANSCETLrR Y FOUNDATION (NTF)

UNDER THE COMM UNITY A^, D ENTER PR1SE DEVELOPMENT IPROJECT
 

N"bS5-0260
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Management Comments
 

NTF concurred with this finding. 
 However, they pointed out that delays in reconciling
the bank accounts were largely caused by the unusually long time taken by banks to 
mail monthly statements to NTF. 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAII) AND THE NEW TRANSCENFUR Y FOUNDATION (NTF)

UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT
 

N' 685-02oO
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FNMNG No 10 PAYROLL ACCOUNTG AND RELATED PERSONNEL 
PROCEDURES NELED IMPROVEMENT 

Condition 

Our review of payroll records and related documentation showed that 

In one case, an employee was underpaid by CFA 10 000. 

Payroll sheeis were not initialed or otherwise approved by a res­
pons'ble official.
 

Employee personnel files were incomp!ete.
 

Salary advances or loans were given to employees although such
 
payments are not authorized by the Cooperative Agreement. 

Statements of "d~claration annuelle des salaires" (yearly tax withholding
information statement of each employee) were notfiransmitted to 
tax authorities. 

Criteria 

Salaries paid to employees should be supported by employment contracts in the
personnel file. Payroll sheets should be approved by a responsible official. The
"declaration annuelle des salaires" should be forwarded to tax authorities no later than 
January 31, of the following year. 

Cause 

Due care was not taken by NTF to ensure that proper payroll procedures were 
instituted and statutory requirements were complied with. 

Effect 

Failure by NTF to submit statutory payroll withholding information could result in 
assessment of penalties. Also, lack of proper controls over payroll processing could 
result in unauthorized salary payments. 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNF-rATION (NTF)

UNDER THE COMMUNITY AND ENTERPRISE DEVELOPML:.JT PROJECT
 

No 685-0260
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Fiecommendatlon 

We recommend that employee personnel files be periodically reviewed and updated.
Payroll tax withholding information should be submitted to tax authorities on a timely
basis. The Project Chief should approve payroll summary sheeis prior to payment of 
salaries. 

Managoment Comments 

NTF did not concur with this finding. They stated that :all employees have contracts;
time sheets are approved by supervisors ; salaries are paid on basis of approved time
sheets ; and salary advances were made only in case of extreme need. NTF stated
that there was only one case of a late submission of annual tax declaration statement 
to GOS authorities. 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION (NTF)

UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT
 

No 685-0260 
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FINDING No 11 CHECK SIGNATORIES 

Condition 

The NTF chief of party is the sole check signatory for all Project bank accounts. 

Criteria 

Sound financial management requires that the checks be signed by at least two 
individuals, or that a system be established requiring separate authorization and 
expenditure approvals. 

Cause 

NTF did not consider it nece;sary to have two or more check signatories. 

Effect 

There is a potential for diversion of Project funds for unauthorized purposes, and the 
absence of the sole check signatory creates difficulties in processing payments timely 
and efficiently. 

Recommendation 

Dual signatures for al check payments should be introduced and a system of 
authorization and expenditure approvals should be instituted. 

Management Comrnents 

It was NTF's corporate policy to have only one check signatory. This policy did not 
cause any problems in project management and did not result in any diversion of 
project funds. NTF considered its current system of payment authorizations and 
expenditure approvals adequate to meet the needs of the project. 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION (NTF)
 
UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT
 

No 685-0260
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SECTION IV 

REPORT ON COMPLIANCE WITH AGREEMENT TERMS AND
 
APPLICABLE LAWS AND REGULATIONS
 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID ANu THE NEW TRANSCENTURY FOUNDATION (NTF)
 
UNDER THE COMML.!,KITY AND ENTERPRISE DEVELOPMENT PROJECT
 

No 685-0260 
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REPORT ON COMPLIANCE WITH AGREEMENT TERf."3 AND APPLICABLE LAWS 
AND REGULATIONS 

A. AUDITORS' OPINION 

We have performed a Financial and Compliance audit of the statement of expenditure
of the Cooperative Agreement between USA!D and the New Transcentury Foundation
under the Community and Enterpris- Deveolopment Project n0 685-0260 for the period
from July 1, 1905 to December 31, 1988, and we have issued our report dated April 24,
1989. 

Our examination was made in accordance with genorally accepted auditing standards
and the U.S. Comptroller General's "Standards for Audit of Governmental
Organizations, Programs, Activities, and Functions (1981 Reviion), which includes
additional standards and requirements for tne review of compliance with agreement
terms and applicablu laws and re,,;ulations. 

We tested transadcons and records for the perrod from July 1, 1085 to December 31,
1988 which inciude,-d cash di-bursnmants and ie&)oalng to determine the Project's
compliance with :pplicabie laws, reguI',tions and terms of the Cooperative Agreement
between USAID and NTF. 

The results of our study indicated that for the itoms tasted, the Projectcomplied with 
agreement terms and appicable laws :1nd regulat!ons, -cept as described in the
accompanying findirl,.ls N0 1to 3. Othaen9e, nothig carne to our attenton that caused 
us to believe that untested items were not in compliance with agreement terms and 
applicable laws and regulations. 

April 24, 1989 
Dakar, Snegal 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION (NTF)

UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT
 

N° 685-0260 
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REPORT ON COMPLIANCE WITH AGREEMENT TERN-3 AND APPLICABLE LAWS 
AND REGULATIONS 

B. FIND NCS 

,A'C 1©O &:)if.,§ 'N?,"-1 T' :+LY'.S OF "h.F COOP F.RxT ,vE 

Condition 

The acccun:n ,rcvdres imc,.eented and the accounting records used by theManagemni -%,. t- no; tmq Credit Re'oMvrg Funds, as we!; as the summary
statem-ient ,f cu:'.s claimed were rot in accordance with areement terms. For 
exarnp, e, a eryt *=cccuntK system was not set up ar.d ri, project financial 
reports did not in.ude a balance sineet and income statemem. 

Criteria 

The Cooperative Agreement between USAID and NTF stated that a double entry
bookkeepi-ng --yften rust be util:izad and financial s:,Rte' ents should include a
balance sheet, a statement of profit and icss, a statement of cash flow and an aged trial 
balance. 

,Cause 

NTF did not comply with the accounting and reporting requirements set forth in the 
CooperVtve Agreement between USAID and NTF. Instead, NTF chose to implement a 
simplitied accounting system. 

Effect 

The accounting and reporting procedures implemented by the M.U. proved inadequate
and inappropriate to fully account for project transactions. F ,',hermorethe cntrol
procedures adopted were unre!iable to prevent and detet irreguLarities and errors. 

Recommandation 

We recommend that the M.U. establish an accounting system in accordance with the
requirements set for!h by the Cooperative Agreement. 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AN'D THE NEW TRANSCENThRY FOL:NDATION (NTF)

UNDER THE COMLMUNITY AND EFTERPRISE DEVELOPMENT PROJECT
 

No 685-0260 
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Management Comments 

NTF a: ro, ,,,,, , " . C-"p.rtv" Arep-7ert required a dcube-en:ry 
.. .., r, t ~ .. ,r,.s, NTF ch:ose not to irnpement the 

requ r: d ac.co r- .:.tem. .ans were LnJervay to instal a double-enty accountings'~elby lhe , (f12i&*. 

AUDIT OF THE CCOPERATIVE AGREEMENT
 
BETA'EEN USAID A.ND THE NEW T!--\.'SCE.NTL;R Y FOUNDATION (,NTF)

UNDER THE COMMUNITY AND E.NTERPRISE DEVELOPMENT PROJELT
 

N"685-0260 
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FNI N G N° 2 - NON COPL NCE ON STATUTORY REORT]NG 

OF SALRES 

Condition 

The project did not submit on the due date the annual employee salary tax declaration 
as required by GOS regulations. 

Criteria 

GOS tax regulations require that salary taxes for the year be summarized in a 
statement and filed by January 31 each year. 

Cause 

The project aid not comply with statutory requirements by not filing the annual payroll
tax withholding statements of 1988 on the due date with the GOS authorities. 

Effect 

The M.U. is iable to penalties as a result of this non-compliance. 

Recommendation 

The project shojld comply with the local salary tax regulation and file the deiinquent 
tax statements without further delay. 

Management Comments 

NTF stated that over the life of the project, only one deliquent tax declaration was filed. 
No penalty was assessed by the tax authorities as a result of this late filing. 

AUDIT OF THE COOPERATIVE AGREEMENT 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION (NTF)
UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT 

No 685-0260 
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FINDING No 3 - THE ANNUAL PROJECT REVIEWS DD NOT INVOLVE
 
PVOs AND VILLAGE ORGANIZATIONS AIND ENTRE-

PRENEURS
 

Condition 

Project Village Organization (PVC), Village Organisations, and Entrepreneurs did not
participate in the Project Review Assemblies held each year as required by the 
Cooperative Agreement. 

Criteria 

Annual project Review should involve representatives of the National Project
Committee, USAID, Regional and Local authorities, PVOs, Village Organizations and 
Entrepreneurs. 

Cause 

Due to their large numbers, the Management Unit for practical reasons excluded 
PVOs, VOs and Entrepreneurs from annual project review assemblies. 

Effect 

Because the PVOs, VOs and Entrepreneurs did not fully participate in project progress
review discussions, the expected degree of involvement and awareness was not 
achieved. 

Recommendation 

We recommend that future annual Project Reviewp include PVOs, VOs, and 
Entrepreneurs, or their representatives. 

Management Comments 

NTF stated that this issue was beyond the scope of a financial and compliance audit.
They therefore believed that the above finding should be deleted from the report. 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AND T'E NEW TRANSCENTURY FOUNDATION (NTF)

UNDER THE COMMUNITY ANI) ENTERPRISE DEVELOPMENT PROJECT
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SCHEDULES
 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION (NTF)

UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT
 

No 685-0260
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SCHEDULE A 

NEW TRANSCENTURY FOUNDATION 

STATEMENT OF EXPENDITURES 
FROM JULY 1,1985 TO DECEMBER 31,1988 

BUDGET 
$ 

EXPENDITURES 
$ 

I. Field Staff Salaries 
II.Home Office Salaries 
III Local Hire Salaries 
IV. Field Staff Fringe at 30% 
V. Home Office Fringe at 30% 

340,933 
73,057 

681,866 
102,280 

21,917 

296,560.98 
72,901.89 

668,350.52 
88,968.32 
21,870.61 

VI. Subtoral (Ithru V) 1,220,053 1 148 652.32 

VII Field Staff Overhead 
ad30% 
Field Staff Overhead 

141,206 115,658.77 

at 31.1 % (FY85) 325.82 
Field Staf Overhead 
at 32.7 % (FY86) 
Field Staff Overhead at 33.6 % (FY87)

VIII. Hcrne Overhead at 60% 
Home Office Overhead at 62.2% (FY85) 
Home ('fice Overheat at 65.5% (FY86) 
Home (Ciffice Overhead at 
67.2% (FY87) 

60,127 

3,006.05 
3,920.78 

56,863.51 
187.22 

1,236.48 

2,192.38 

IX.Subtotal (VII thru VIII) 201,333 183,391.01 

X. Consultants 
XI. Travel & Transportation 
XII Per Diem 
XlII Allowances 
XIV Equipment 
XV. Other Direct Costs 
XVI Subcontract 
XVII Subgrants & credits funds 

165,596 
136,373 
194,819 
238,653 
170,000 
511,866 

1,052022 
3,604,148 

220,858.04 
120,960.64 
145,427.96 
185,049.17 
169,879.13 
540,552.68 
949,452.91 

2,692,761.07 

XVIII Subtotal 6,073,477 5,024,941.60 

XIX Total direct costs plus
Overhead 

XX. G& Aal 11.8 % 
G & A at 11.8% (FY85)
G & A at 13.6/6 (FY86)
G & A at 13.8 /o(FY87) 

7,494,863 
905,137 

6,356,984.93 
748,841.71 

60.54 
18,177.49 
45,341.61 

8,, 90,000 7,169,406.28
 

AUDIT OF THE COOPERATIVE AGREEMENT
 
BETWEEN USAID AND THE NEW TRANSCENTURY FOUNDATION (NTF)

UNDER THE COMMUNITY AND ENTERPRISE DEVELOPMENT PROJECT
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NEW TRANSCENT1JRY FOUNDATION 
STATEMENT OF EXPENDiTURE IN LOCAL CJRRENCY 
FROM JULY 1, 1985 TO DECEMiBER 31, 1988 

COSTSDESCRIPTION REPORTED 
COSTS 

QUEFT1OIED 

SCHEDULE B 

COSTS 
ACCEPTED 

AIRLINE T.C',E T 
AIL fCJSSULTANT 
AUT,-MlOIBILE RYN;TAL 
BUS t'M.-EA'.'E 
D!RECT '3RSCN'EL COSTS 
EDUCA 711ON ALL&YV'AN'-E 
;RECHT 
GASO.', iE 
HOUSE-iOLD :2 
INTF:'NATIONAL CC( 2 SERIC" 
MEE ';N'.4GAND GC'-I,NF-RE.':, COSTS 
MICR, C0MPUTE; 
MISCE LLANEC1 iS 
OFFICE EQUIP ....V , 
OFFICE EQUIPy>., 4v?"T 
OFFICE EQIF.,,- F Ih TA7,L
OFFICE! FURNiRU-P 
OFFICE SUPPLY 
PER O!:-VM 
PERSO. I EL FR!NCE 3ENEITS 
PHOTOCOPY E.,:-,SE 
POST.:OE CHA.-. 
FRIIN4.7;G 
RENT ,JDREP,AJRS 
SUBG,CI!;ED.FUNIP ,O)
SUBGC3;ED.FUNDS,-SE, 

SUE~cE.....,.,..291 
TELEFHQ'"NE Co'STS 
TRANSLATION COSTS 
TRANSPORTAT;GN 
UTILITiaS 
VEHICULE INSURANCE 
VEHIC!LE MAIN IENANCE 
VEHIC LES 
RECORDED WITHOUT LINE iTEM NUMBER 

TOTAL CFA 

TOTAL US $ 

8 667 144 
31 988 911 

89 500 
74.3 701 

203 88a , 0 
O.3 000 

7 922 81I 
18 41,P 5-6 
17-1 9255 2 

1 338 6&6 
22 i.9:57 
18 077 267 
10 266 338 
17 507 ). 5 

1 609 938 
112 ", 

15 372 ?05 
10 86,3 ;332 
33 315 987 
18 696 236 

7 867 619 
6. -

3 843 0 
59 9739 1 

2r,3 240 Ej4. 
21,) 006 4!-2 

-­7 
27 417 216 
3 8034 Oco 
3 615 956 

22 917 201 
2 729 801 
6 111 013 
9 248 538 

1369 571 01 

4 565 2-0 

344 000 

7 780 500 

40473 

229 128 

5 877000 

87 650 

4-8 751 

47363 

8 667144 
31 644911 

P9 500 
743 701 

196 107 580 
1 093 000 
7 882338 

18 413 586 
17 925 928 
1 338 666 

22 169 9,57 
18 077 267 
10266 938 
17507945 
1 609 938 
112 000 

15372905 
10 863 132 
36 0S6 "53 
18 696 356 

7 867619 
644 561 

3 843 660 
54 10: 121 

268 240 .94 
219 C06 492 
291 046 387 

27417216 
3 83,14 C00 
3 61- 956 

22 917201 
2 729 001 
6 111 013 
9 24.8 538 

1 155 213 150 

4.517 377 

SUMMARY OF QUEST;ONED COSTS 

FINDING No 1 
FiNDING No 4 
F:NDING N 5 

CFA 

13 045 500 
652 473 
660 778 

14 358 751 

US $ 

43485 
2 175 
2 203 

47363 

AUDIT OF THE C")XPE.ATVE AGRE EMFNT"
BETWEEN USAID AND THE ,'-WTRA:,SCE.NTLRY F')A'NDATION (NTF)
UNDER THE COMMUNITY .kNDE,",-rERP!ISE DEVELOPMFNT PROJECT 

No 685-0260 
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NFWT1Mj"fMT12Y 5C8IINn6TIA I
 

1724 KloraniA Road, N.W.
 

1'Yaihinglun, D.C. 20009-2624
 

XMNT. AICIY 

may 11, 1989
 

Mr. Denaix Meyers 
Project Develcpuent Officer
 
USAID/Senegal
 
B? 49
 
Dakar, Senegal
 

Re: Draft Audit Report of 4-24-89
 
USAID/NTP Cooperative Agreement
 
Projact No, 685-0260
 

Dear Mr. Meyero:
 

We want to provide our refaons- and management comnents to the oubject
 
audit report. We will appreciate your including our regpoaae in the
 
appropriate placei of the final report.
 

We believe It imrportnnt to give some general oo ervattons with regard to 
the content of the ai:it rport, prior to communting on 9F.ecific findings of 
the report. In the firt pliacf!, with renpect to pag;e 6 of the executive 
au=Ary, we do noc b-. Leve the amount of the questioned contn are 
lsignificant," nor are there "materLal defici'ncles in accounting for 

expendituren." O, Loned cog La reporLed of S47,863 are IZ of total local 
currency costs incu'rred during the life of the prodect hardly significant nor 
erV nri q1 rJYrt m Icr c~rtQr iAl. X" F9; -r, 
below, the malority of thelw noted cot3 ($43,485) are legitimate and 
allowable expens-s unier the copeorative agreemeon. 

Secoud, the audit repo-t'o utie of the terws "extetnsive fraud and 
embezzlemenL of fund;" in th4 SSE component of the project in, we be.ieve, 
miAleading and not supported by ('he rteport. The six caeas reported totaled 
$19,286, which in 1.3% of total SS, lending volume. Furthermore, we believe 
that the report ah..uld ind iactn clearly that the subject findin8o resulted 
from the Manageent Unit',i own discovery .f tLefts in two as'ean, aa examined 
by the auditors in a flash audit at our request earlier in tho year. The 
resulting report, dated February 14, 1989, refers to some "issppropriations," 
"some troublesome uncertaint ieo," nod "anomolies of every kir:d," all of which
 
we followed up and took action on at the time.
 

Third, the audit report does not quantify any of the supporting data for
 

the conclusion that NTF's system of internal control was inadequate. Nor does
 

the report distinguish between internal controls and systems it place at
 

earlier stages of the project and those currently in place, Consequently, we 
believe it ia unfair and unfoundea for the auditore to predict irregularities 

that may be material to the project.
 

l[AMIN IIfgntM£!Tiliill 
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Mr. Depsix Miyerj; 
may 11, 1989
 
page 2 

L a9 y, the reporL rereri to nur part.cilnion in the exit conferenceheld on Mnrc'. 17, 1939, nd h. Onr Cownr,0 1n were ta'en into accoutl in)prepAring the replt IN fact, o,11 cfor;.fenftq were not 1imfle a pirrrep irt , aa n ct..d o t j,by ,:n Ab.,e nl:e of dat a in t-he " z, e e ~ c u;e t H~ : t~ i 

each of the rccr-e nng-. tei 

Our forT,2 1 ri,,:,f to hedr Rf rVp Q~§~j19 1 Er ~InL
 
the reporrt, .;:d I -ut,;m c et ou conr, La will bp coio 
deriddbutooe a a c t 

to a balanced f'i-1,. 'It
 

Very truly yours,
 

.4 

D L' : 
Cont rail : 

Inc 1oa ure
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Response to Audit Findings
 
Draft Audit Report


USAID/NTF Cooperative Agreement
 
Project No. 685-0260
 

Section LT 
 Finding No. I - The report's reference to MultiServices International should be to 
 Management Systems

Internaticnal, our subcontractor on 
the project.
 

Further, the report states 
that $43,485 of project expenses for
MSI employees were paid by NTF. 
 In fact, the subject expenses

were paid by the Management Unit 
(MU), the office established by
NTF in Kaolack to administer local curr2ncy 
project expenses
incurred in assisting village producer gcoups and in housing the
staff needed to assist SSEs in providing goods and services 
 for
 
development.
 

The $43,485 paid 
 by the MU was for house xent, utilities,
household furnishings and security services for 
 MSI employees
working on the project. Thes'e expenses were 
authorized by the
USAID/NTF Cooperative Agreement, 
 which includes budgets for both
NTF and MSI costs incurred in carrying out 
 the project.
Consequently, the subject costs are 
allowable, reasonable 
 and
relevant to project activities. The noted payment thereof does
not reduce available resources 
for project funding, as suggested

in the report.
 

MSI did reimburse these costs: 
 From November 1985 through
January 1987, payments went tc MU, 
 from February 1987 to April
1988 payments went to NTF/Washington; 
 and from May 1988 forward,

payments are going to the MU.
 

Section II J Findinc 
 N1o. - We agree that the $1,692 ofinterest earned on project funds should be paid to AID. 
 The MU
office will forward a check to the USAID in 
that amount, made
payable to the Treasurer of the United States.
 

We should note that this interest had been paid to us in
increments over several veais . We had been retaining it for

eventual payment to ATD 
in one lurp sum. 

Section IIL Findina JL3 
 - The report does not 
provide information
 
names, dates and amounts with respect to
on the noted bonuses
paid to the small business advisors. Nevertheless, the subject
of bonuses were authorised as allowable project expenses.


Details follow:
 

Payment of bonuses 
 to business agents loan
for payments
(riettea against 
a deduction for loan defaults), was an integral
part of the Small Enterprise Component's strategy, and was
specifically 
 approved by USAID/Senegal and the National 
 Project
Committee. 
 The bonus system was singled out by the 1987
evaluation, and acknowledged by USAID/Senegal, as a factor in the

emerging success 
of the SSE Component.
 

1
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Response to Audit Findings
 
Draft Audit Report


USAID/NTF Cooperative Agreement
 
Project No. 685-0260
 

Section 
 II Finding No. I - The report's reference to Multi
Services International should 
 be to Management Systems

International, our subcontractor on the project.
 

Further, the report states 
that $43,435 of project expenses for
MSI employees were paid by NTF. 
 In fact, the subject expenses
were -aid by the Management Unit (HU), 
 the office established by
NTF in IKaolack to administer local currency 
 project expenses
incurred in assisting village producer groups and in housing the
staff needed to assist SSE , in providing goods and services for
 
development.
 

The $43,485 
paid by the MU was for house rent, utilities,

household furnishings and security services for 
 MSI employees
working on 
the project. These expenses were authorized by the
USAID/NTF Cooperative Agreement, 
 which includes budgets for both
NTF and MSI costs incurred in carrying out the 
 project.

Consequently, the subject costs are 
allowable, reasonable 
 aRnd

relevant to project activities. 
 The noted payment thereof does
not reduce available resources 
for project funding, as suggested

in the report.
 

MSI did reimburse these costs: 
 From November 1985 through

January 1987, payments went to MU, from February 1987 to April
1988 payments went to NTF/Washington; and from May 1988 forward,
 
payment.- are going to the MU.
 

Section II Findina 
No. 2 - We agree that the $1,692 of
interest earned on project funds should be paid 
to AID. The MU
office will forward a check to the USAID in that 
 amount, made
payable to the Treasurer of the United States.
 

We should note that this interest had been paid to us in
increments over several years. 
 We had been retaining it for

eventual payment to AID in lump sum.
one 


Section TI 
 Finding #3 - The report does not provide information
 
on names, dates and amounts with respect to th. noted 
bonuses
paid to the 
small business advisors. Nevertheless, the subject

of bonuses were authorised as allowable project 
 expenses.

Details follow:
 

Payment of bonuses to business agents for loan payments
(netted 
against a deduction for loan defaults), was an integral

part of the Small Enterprise Component's strategy, and was
specifically approved by USAID/Senegal and the National 
 Project
Committee. 
 The bonus system was singled out by the 
 1987

evaluation, and acknowledged by USAID/Senegal, as a factor in.the
 
emerging 
success of the SSE Component.
 

I
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Pursuant to NTF's Work Plan for FY 
 1986, NTF prepared four

operational strategies for project implementation. One of these
operational strategies was 
entitled "Details of 
a Strategy for
Small Fnterprise Component c.. the Project", dated February 1986.This paper specifical!y .... , the terms of bonus payments to 
business j, n 

The StallI Ip ise stretagy document was anproved by the AIDProject Ccci-e on ;lIarch 20 196 (e NTF Cu-rterlv Project
Report 2, Mari 31, 1 , .p.3) The sLat c;y doc 3.ment wasthereaf:i atoproved by the Na--o nal Proj;-t Commit tee .4t. USAIDparticiot.. April 1'on 2 .. -e Annual ?"eport for 1936,p.3, and r'eference to NP rcv. in AID PIL 62n)5--2 0, ditedOctober C, 6 r), George Car nor USAD) to Abdourahman Sow (GOS) 

USAID/Senc-gal's Evaluation Summary for this project, a-proved byUSAID Project O -1cer Wiliam Ha-.ink, C-cr r !, 1987,
describeslessonbs he "SE comionent as "ia-,c-.:- c-e, and 1- then,e,d Wn a ..< s amongbo ulessons learned w.:th respect to that success thatwas "a bonus
plan can be an ex.ceilent in>±n' iv. 

Consequenti ased on the aporoved work plan and subsequentproject evaluation, we consider that the bonuses said to business 
agents were fully allowable as expenses of adinistering thecomponent project. paymentsof the Such have not reduced 

SSE 
funds

available fo- project use. 

Section iiN'o.--- 4 - The report refers to $2,175 of localtaxes pa id by the MU, in contravention of USA ID's ProjectImplementarion Letter of June 27, 1986, No. 0260-02. We do notagree with tle st atement that due care was not taken by NTFinsure that -invo Ices wz-r. aid net of 
to 

taxes. (Please see

attachments l.a tLhru.gh l.i) 

The report s-hould note that 85 percent of the taxes w,,ere forutility bills. The utilities (SEN2ZEC, SOJNEES, S.N[TEL)and haveinsisted, under 
the.at of serv ce termination, that we pay thetaxes and obtain reimbursement for Impot and Domaines. 

The other 15 percent of the taxes were incurred and paid duringthe initial vear o6 the projec:, July 1, 1935 t"rough June 30,1986, while 1'45 was getting mobilized and buying necessaryequipment and 
 supplies in Senegal, prior to issuance of thereferenced PIL. 
 1,uring that time, suppliers refused to abate thetaxes without government authorization to do so. We attempted to
obtain such a letter from USAID, 
 and finally succeeded with the
 
June 27, 1986, PIL.
 

We have continued 
to attempt to recover the taxes prom the

Government of Senegal. 
 We will appreciate USAID's suggestions

and assistance in the procedures to be employed in recovering the
taxes, considering 
the bilateral relationship between the 
 U.S
Government 
 and the GOS. 
 It should be noted that the referenced

PIL is 
a letter Zrom USAID Mission Director Littlefield to the
Ministry of Finance, invoking the 
tax exoneration provisions of
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the January 4, 1984, Project Agreement between the GOS and USAID.
Section 
 Ii, Finding No.

certain 5 - The report provides detailsnon-allowatle of
expo-.nditures totalling
(although the correct total a.s 

CFA 660,778
CFA 650,773, or USS211;9)noted 113nTIr Jt Theexpenditures" can be justified as allowablecosts, as e< 'id o 

The "-s n:. paid by the MU for?VO" t services rendercd(200 
-

to a". CF,. d's an erroncwIs citation
200,000 CLeck 1281207 forFA ,a ' iet Io r>,-.ter onDeceml 

a c tehalf of SOS-Sahel on 
f inancc 

:... r1 for a project­-. -i' -. ;v'ra tyt T:he PVO reijnm.I"s4d this amount onJanuary 11, C.
 

The 

paid n. , 

p:..... r serv es rendered to SSE clients"- connection - wee s w:itn securinga.n the col"L !teral forSSE cIi-.. 0usmane 
was then ... d in 

M,ave (Dossier .vK('.94) The amounthis loan. (The amount was 130,000 CFA andnot 134,oc0 CFA; . 

The repk: t pr....id. marv . foravelin exnense reimbursementsexcejs of expendi ttres report t-d" andreimbur-Q3 "Travel expenseswi'~hout supportiri., documentation"CFA, or totalling 316,778$I,05 . Both cases involve only two situationswhere suppor;ti docuents each,were lostAdminist:-tj e O.fficer will 
or mis- iied. Thetake the necessery steps to find the
mis-filed documents. The lost documents will be replacd.
 

We believe that adeq uate documentation
availabl1e and justification isto 2urport all of tne note,, costs and will be pleasedto provid e such support to the aud-: tors.
 
Section -T 
 _i-l No. 6 - ThJ

excEss inling concludes that therean isof a:p s.s over receipzs, totaling $5,029.another Statedway, t.-iere is an cashexcess of availablecurrency for localexpenses, over and aove the
transferred amount of: funds which NTF
t o the MU cdring the life of the project.is .0 -..7rcen,_: The excess(one tenth of one percent) of total local currencyexpenditures. 

Because 
of the relatively small amunt involved, webelieve 
 the report's ccnclu,_-:on do not
is proper thatassurance whther "there is nolocal currency expenditures reported by NTFUSAID are reassnably to

stated and reliable." 
Nevertheless, 
 we have investigazed the difference.
concluded We have
that the amount represents payments
borrowers made by SSEon their loa:., but not deposited to the bank.to following Section IIEI. 

(Refer

Findinq No.1 for details). 

We have also 
taken a-tion to segregate the repayment of SSE loan
funds from 
 the MU to avoid differences of this nature in the
future.
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Scction III, Finding No.1 
- As noted earlier, we do not 
 agree
with the report's 
use of the terms "embezzlement" and 
"fraud and
nisuse" of SSE loan reimbursements. 
 The report finding does not
Fupport these charges, but rather leads 
to a conclusion that the
$4,857 discrepancy was 
due to accounting error at the MU.
 

In fact, tne amount reported is only $712 different from the
excess of 
(-ash available for local currency expenses, 
as reported
in Section Finding No_
7T 6 (see above). e have reviewed the
details of loan collections and have concluded that 
the $4,857 of
payments made by 
clients but not deposited in the bank was
instead to pay local currency costs of the project. 
used 

Consequently, the net 
shortage of $172 
is being investigated by

us to determine its cause.
 

In addition, 
 the MU has revised its accounting and reporting
systems to 
 preclude a recurrence 
of these types of accounting

errors in the 
future.
 

Section , Finding No. 2 - The report should note that 
 the
information contained therein resulted from the MU's discovery of
the noted conditions, and that the auditors were requested by NTFto follow up with an examination and report, which they did in
November 1938. we
As a result, 
 took several immediate actions
rectify the situation. to
 
The report should also be 
 changed to
clarify the point that the noted conditions did not emanate
the project's inception. This project began in July 1985, 

from
 
the
first SSE loans 
 were made in September 1986, 
 and the first
diverted funds were discovered in April 1988.
 

The current status of 
the reported conditions follows:
 

Sokone ­ the advisor returned the funds and resigne1.
 

Kaolack North 
- When the auditor 
found that the advisor had
cheated clients, we suspended the advisor from his duties

pending our review of 
the situation.
 
When our project staff contacted the affected clients to
determine t-he 
extent of claims against the advisor, the
clients signed statements to the
the effect that neither
advisor nor the project owes 
them any money. (Please see
attachments 2a 
- 2f). We nevertheless terminated the

advisor's employment for poor work.
 

Fatick - A balance of 
$14,926 remains unpaid by the advisor.
A police warrant (No.10RMA) has been issued for 
 his arrest,
and we will continue to follow up on 
the status.
 

Kaolack Center 
 - The advisor has paid CFA 
650,000 of the
amount outstanding, leaving 
 a balance of CFA 153,795 ($513)
The advisor is to 
 appear in court on June 
 6 to pay the
remairing amount, 
 at which point we will sue her to 
 recover
legal fees and interest. 
 In the meantime, 
she has spent
several ',eeks in jail as 
part of our collection process.
 

AI 
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The net result is an unpaid amount of 
$14,926 which is 
 somewhat
in doubt of collection. We will continue to pursue this matter
with the local authorities, and attempt to bring it to a
conclusion.
 

As noted elsewhere, we have installed new internal control,
accounting 
 and loan repayment procedures 
 for the SSE loan
activity. We are confident 
that these sbystems will function in 
a
manner to preclu-s'e a recurrence of 
this condition.
 

Because of the nature of this pilot project, and the cc,-nco-itantrisk involved in-e.-i;g ac-.ivi t ies for new c' ,Ior es ofcli ent , :e do n-.ot believe hat NTF s> uld It h.Id account ablefor resutring on oflcsses s.,me those lcans, ro,nicn, wehave us ed cur best efforts in :*-inistr:. this very lar;eactivi ty, an desiarn na ar nn,-n:arequired aocountsna and control prccedures t, r,:a;age -herehas been a natjral Iea rn4nc an-d matu r-n 
4r 

-'!-I iJe rent in theactivity, and havewe adapted to the chn-c.ing needs of theproject, including firm rigorousand act1 on i ista.ces whereabuses hav-= been uncovered[. We should not be male to theassu.-erisks involved in creating, administering and manacing a cut ting­edge .rogram assuch this. We believe the project has beensuccess, and problems encountered should 
a 

be asure: rn thelarger context of what has been att at.accomplished, t e an2 wat has 

Section I!, Finding No. 
 3 - We investigated the rep,orted petty
cash shortages in the project sites 
totaling $202. 
 We deterninedthat the condition was caused by a c .nat on theof advisorsnot ccmpleting monthly repor:s until they visited the MU, and
personal advances taken by the res-ective busness advisors. 

The rr.i ssing amounts were correctly accounted for the ofat endNovember 1988. Furthermore, under new internal controlprocedures initiated by the MU, 
 the business agents now come tothe MU at tne end of 
each week, petty cash is accounted forweekly, and the amount of each petty cash 
fund has been reducedfrom 
 CFA 35,000 to CFA 10,000, thus reducing total ex pssure of

funds .
 

"" 
Section !V Findin No. I - We agree with the thrust of this

findi ng and reccrmenjation. 

The 
 staff of NTF and the MU designed and put in place a new 
 and
efficient computerazed data processing and 
loan tracking system,
as of 
 April 1, 1989. This syste. responads to all of the SSE
program's 
 lenc in need4s, and, we believe, will provLde thenecessary data nanaoe-.ent
and infor-ation needed on timelybasis. Overall SSE activities should function 
a 

in a more
expeditious and 
 reliable manner in 
 the future. (Flease see

attachent ) . 
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Secti,.nir' .. 2 - We agree with this finding and 
recm: -,n-!ation 
Beginni-:g in N '.Ler .19 ....loan ,-eu-aym. t schedulel have been
attacheI to eich ->zw an-I existing :oan agr&e.e-et. 

sect an 11Q Fin r-i -• Our respcns, to this finding and 
rec Q.:nct±on -.- o £ s 

aThere is ccmnpr eensive c procedure-s for loan
analI:4-sis (Yn sn8ie 1Q87)lq' '".a fip-d a-i.nt'b manual (inuse - !Il , -. c h, dd-d . 1 "n 1vm '',.I ,i of 

Corj):i.i in a.l.,Yeb::ary 1-0 4 ,. ofthe nr 
, 'ls - cu, rQin-essary r,-1isJ wheCe to 

concur. -'.,ith th,,, naw -:1ternzilcerls 

Please see attach-ent 4 for a c,-,-y of this document.i n 7 "e7- .-1- I- t .-. en 
Section v_ F;- _ ,:."-., - rso:,e to0.:, this finding and
recmYen2 con follows: 

Referen~ce here t. GOS reg lations is mislpading. No G(S lawrequiws csc! : ra, dgagu. ost loa1;. It re.u iGOS 'Ltions
stipu . -e how ,o make collateral legally sec1tr enou.h so as
to en-tlie sel ure it needed . " I--". e,- of u ri-.-* y of a 
guar ....._- is a -inage,:firt der-. :.n a S,.., on an nS t'. it i- ' S
cred. .ii,-. This is a pilot :-,rojecth, is tth1a .irdels
and :s successfully :n an arma a.iiid wh.'.re the
banks and gov,.rnn:ent leadcrin. pr.>-Trams have nt been entiey
succ(,it Our credit po1i-.e3 are rot lie .. .
large Di'-i . ,-i. 3n thk. I lon"!c-I S 'to :-g) g 1 ' 1 ' i 

the 
ar-b.... ,nks .. ' bu:;in.sses.s s e s .

Our ci i ornteie .:ss 's cf s... -usin,- *s unreachsie. b2 , and 
unat , ttvetX. tnv;te.-. ban':in-!cot i na[ eCr'4 ,*'' are
seeki.r t0 i,i i e ,Ioan :ffort; , to gin sprca-J effect, andto ;:n rize costs and 1z3 Jes in oLd er -'o primote
susta.r.- fi1-ty beyrond the proje:t. 

A mad,,.- desisn question since the beginning o this project
has wh=at .n hcu_.d be used atdeqre oll-t-a-
all in this pr,-.,, under what conditicns, at ihat cost, etc.
We have been, :n effect, bzsirn credit de 'isions more on cash
flow analysis rather thazi to:ay on collateral. 

The audit report ni';ht note that, in wr-ighing the
desireability of more str 'iigent collateral requir ,-r~s, nolending institution exists in Senegal with a reirDursement 
rate higher than this project. 

We recently contracted a lIwyer (Maitre BountaDialjlo) for

further review of 
collateral registrati.on -rocedures relevant
 
to a lending activity of this type, based on our accumulated 
experience and! our project objectives. His report was
concluded and submitted in April and is being studied by MU
for its policy and procedurai implications. We will consult
with USAID on any decision with regard to this issue.
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Sec-, 
 .....
there - The reportwtre four in'tancs findinq should note that(of over; of la 380 loan decisions)applications wherewas theincor.p 
e.e. These solated 
cacprocessed in the initial stirt-up phaseFurr- uf the e,:nding(no. , e eachin rv3'" ta".seg: z::tt( +' o of these colle.ively,~loan!7 has been he.- ~contriJa learri. . . . . w .te e the.... e : toi e nc e 

nd-w;..- onSectProcssihich eathh . 
1; 0on f u!'Y ill placee':, ..... . .. 1... Wethe do ntjF rS . noragree toha-cWtri the effect of 

rat d 
I L. On aloanrepani entWe. efuncr:.n .... drcs:;.i .n~ o sth- rt the2iz':uted- staff~weacvisoryOff ,-'C..: ]have inand loanFi,' n:, the co)lectionfa,-, S3¢S.elit°ff:s. rin fac:, ncl Lutie snil i e sIusaness f o'If ,'elnvo ,i i n loan J :i. t S.3F satellite - ....- 4age (- -et Sa rot 

Has 
 tle ne ern'."a1n dhasr e i x,!-)~e t , cont-ol system-n-si, which1.y tijhtened '4e began'Lties on Marchcentered o l c io.. loan nColleztions
oi m =_nf- [__ 7 -"e agree with the thrust and intent 

Part 
 cf our na; 1nter-,lforms controlWhich s:rstemwere -t inc.des
listed i i Ma--.h 198* ne; r1r t oere- All ofr~end.-os were the Procedu.sincludedand a in the design,erte-t of th usee re eip s." 

........ 
 r_ .. h-n> _-, U_.suFort- foo 8_ - The report doesthis Z:,c-ng. no-. qua.tif yClearned £~sed thehat our owntht cou:i-n oc ks r'ie:,leof a in q"i- %_'1-niltot-iCons e : of se':-_.c I, I.Te hn-n'-re 1 tore-e, V%-t Iv! Lnf-2-re..
AduiS _n Rh Ina.oCOtU 1-LSL g- i.. t.l..e t dt t : eAdn.i 4.. .,ie. b-',ltUEATD rr eupc-t. Pc-s r he, a ohe- najorof UA L;'our cotjrol revfsysten, a:proveda.-d we believe i4t .s soundNever 'e. 
 we pre review-n gaccountiii our procedures
for gas used incoupOns thein the future. 

Section '-
the bank rec'onciia,. . - We *gree withon- shojl the reccmnationWe shoull be Performed thatnote, on ae, :j.Telyoccurred that no errors nr 

basis.in our bank accounts. irreguia:-:ties
Also, all havereconcilingbeen resolved itmTson a regular basis. have 

The actuail condition is that bank statementsbank between 45 and 90 days are submitted by the
takes after theweeks to enlresolve recnciling items, 
of each month. Itsupporting records then
since sta':ements
are prepared in Dakar instead of 


and
 
at the 
 local
branch bank office in Kaolack.
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Because the E2NDS bankstatements, are 
has been lax inwe forwarding


aother bn. 
in the process monthlyof transferrinWe wil ctnue to our accountsmonitor toc in order and fc].low upto maintain on bankthem s cu:rcnt as possible.
.........
£eon. -: - .
IV ... 
~ , IC), - We 

this ining. 
do not agree with the content ofOur comment follow:
 

211 enployees do have contracts. 

-. ets are Al 
aproved by a supervisor and by the Chief 

All s larieF are paid 'aninst signed timesheets.
Salary arlv.:ces are given on7.y inbe :ue;ted in writingT, cases of extree,nd must be need, mustthan the rei.;bursedeni oi: inthe month. full no laterProjc-ct funds are not used for these 

, e 0e thait some personnel files lacked memos
Y supportingCVar.Ly Saj ,7increa e s 

haveE:%cep - for, :ne,annuals instance sincet; wixthholdin--the becginn-Lng of' . (This staterments L4e oroject wea-t 
subject is o t...e toaddressed taxin a -ater sectionr e t ) of the 

pc. 
 rW Frdin _ No. IT
in r.,:ionl - do not
.... *greeof this fincing. wi1h the effect and 
It is NT?'s c,-:rporate policy to
ex! a ttrite em.oyees. limit check signatories
Since to NTF
there
e - asigned has beento ore 


vr, the p.0c'-, such 
thera h.s this has limitei
no our options
di an,, diver'sioncuitt'es i!i making p.on 't 

Ef[,nds nor
'c.s 
 a resu:
We beliee 

as . 
any
 

p.endi -' t our presen, systemex t7Lur e
project. a v l i 
 e of paymrnt a
t -horzation
,leUa -an and
to meet 
 the needs of the 
t-­ ......... 
 1 -'e do nottgreeeffect ith thean2d reportedreco' -Cn:7ie , x11 o 

It is correct that the Cooperativeentry accounti Agreement called, system, and for for a doubleinclude a balance sheet, the financial statements
stat:ement of to
of cash flow, and 
profit and loss, statement
an aged tria'Il balance. 

However, because of the nature
to get the lending activitie-; 
of this pilot project


of the MU underway, and the rushoffice, the staffing limitations
elected and the need to
to not set certaininitiate such priorities,an accounting wein the field. and reporting systema result of this decision. 

We do not believe that the project has suffered as
(NTF, of course, does have a double
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entry accounting system at its home office in Washington.)
 
In our opinion, a formal double entry accounting system in the MU
has not 
been needed on this project. Nor have
reports 	 the various
as a part of the financial statements,
Such 	 as noted above.
reports (with the exception of 
an aged trial balance)
normally considered 	 are
components
statements, not 	

of annual audited financial
necessarily 
a part of
reporting, especially 	 periodic management
within 
 the context of 
a
project. 	 pilot start-up
We have learned that prompt, accurate,
monthly financial 	 and complete
 
important 	

reporting of field transactions is the 
 most
link between field offices and the home 
 office. 
 The
result is then prompt and accurate reporting to AID.
 
As 
a result of the natural growth and maturity of the SSE lending
activity, and 
with a view to turning the program over to
control 
 in the future, 	 local
 
required 	 we have plans to design and install the
accounting and reporting system 	before the end of 1989.
Eventually, 
as the activity

financially supporting itself, 	

becomes independent and begins
then the accounting and reporting
system will be the responsibility of new local management.
 
gection V__ 
 n
indinq No. 2 - The report did not quantify the basis
for the noted condition.
 

In fact, during the life of 
the project, the employee salary tax
declaration for 1938 wis the only such document filed
then late,
by only one month. 	 and
The respective tax 
 authorities
aware of our delayed filing, 	 were
 
would 	 and had informred us
be due. We so 	 that no penalty
informed the auditors during the period oftheir field work. 
Section V Findj No. 3 - We do not agree with the conclusion ofthe auditors 
on this finding.
 

In our opinion,

designed 

the scope of a 	financial compliance audit is not
to include a comment on whether
have 	 project beneficiaries
achieved "the expected degree of involvement and awareness-"
simply because 
 they did not participate in 
an annual
There is no quantitative data with respect to 
meeting.
 

beneficiaries interviewed, 	 the number of
their attitude,
on 	 the resulting effect
lending activities, 
 or other criteria to support a 
negative
condition requiring any substantial procedural changes.
 
We suggest that this finding be 	eliminated from the final report.
 

i 
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Embassy of the United States of America 

USAID/Senegal
 
BP 49
 
Dakar, Senegal
 

June 5, 1989
 

Mr. Paul E. Armstrong
 
Regional Inspector General, Dakar
 
RIG/A/D
 

SUBJECT: Non-Federal Audit of the Cooperative Agreement between USAID

and the New Transcentury Foundation under the Community and Enterprise
 
Development Project (685-0260)
 

Dear Hr. Armstrong:
 

This letter provides the USAID/Senegal response to your draft cover 
letter

dated May 31, 1989 and to the non-federal financial coxpliance audit dated

April 24, 1989, of the Cooperative Agreement between USAID and the New

Transcentury Foundation (NTF) under the Community and Enterprise Development

project (685-0260). 
As discussed, we ask that these comments be incorporated

into the final audit report issued by RIG.
 

Responding first to your recommendations, I would like to 
state our intention
 
to move swiftly to close them as 
soon as possible. In fact, concerning

reconmendation no. 
3, USAID assures RIG that we will organize annual financial

and compliance audits of the NTF local currency expenditure reports by an

independent firm of public accountants. We hope that this will close
 
recommendation no. 3.
 

Recognizing the seriousness of tho auditor's comment that UTF declined to

provide the auditors a representation letter, we have discussed the matter

with NTF and with Price Waterhouso. The letter originally submitted to NTF
 was a nandwritten rough draft. 
UTF has stated that they are willing to review
 
the letter with the intention of signing.
 

Referring to the audit report itself, we draw a distinction between the two

local currency control systems covered by the audit. 
The NTF management unit

operated two fundementally separate internal control and accounting systems:

one for reimbursements of project-provided credit under the small scale

enterprise (SSE) credit program; 
a second for expenditures of USAID project
funds. A flash audit ordered by M? and carried out by Price Waterhouso'in
November 1988 identified and documented significant internal control problems

within the SSE credit program. Those problems wero restated in the current
 
audit, and 13 of the 23 findings in the current audit relate to the control
 
system of the SSE component.
 

USAID has taken these problems oeriously. In November 1988, even before the

results of the flash audit were issued formally, USAID and NTF moved to change
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procedures, tighten management oversight and install appropriate and adequate

internal control and accounting systems for the SSE credit component. When
 
the flash audit was issued in March 1989, USAID instructed NTF to withhold all
 
new SSE loans until the new internal control system was operational ard until
 
this audit wtas issued. lew loans have not started again. As mentioned in the
 
management ccuzeents, NTF designed and installed 
a completely revised internal
 
control and accounting system for the SSE credit reimbursements. NTF put the
 
new -,ystem into ust as of April 1, 1989. The USAID/Senegal Controller has
 
visiLed Kaola,;k (his staff has taken five trips to Kaolack since March 1989),

revl,-wed the r'.vised internal control system and procedures manual and 
certified that the r'evised system is fully adequate to safeguard and account 
for the credit vehnburrmoents. USAID will hire a local accounting firin before 
the end of September 1989 to conduct an internal control review to. assure that 
the control systen is functioning properly. In summary, NTF and USAID have
 
moved to bring the internal control system of the small enterprise credit 
component into conformance with the reconumendations presented in this 
non--federal audit.
 

Referring to the internal control and accounting system for e~cpenditures of
 
USAID project funds, however, it is our view that tfr' audit has not provided
sufficient documentation to warrant the conclusion that this system lacks 
adequate controls and accounting for "safeguarding the assets and funds of the 
project furm irregularities in that b material toamounts may the project" 
(p. 23). The findings presented by the auditor concerning the accounting 
system for project oxpendihures deal mainly with management issues;
expenditures not adequately supported by documentation (Section I, finding no. 
5) represent a small percentage of total UTF local currency expenditures.
Although the audit did find a discrepancy between the funds received from 
NTF/Washington and the local currency funds disbursed (Section findLngI, no. 
6), there ij no discussion of systemic problems that would justify the
 
conclusion.
 

Perhaps more importantly, omissions and inaccuracies detract from the overall
 
substance of the audit report. For example, the current audit fails to note
 
changes in the internal control system of the small enterprise credit
 
component which had occured prior to 
this audit and of Which the auditor was
 
aware, In at least two cases, Section II finding no. 
3, and Section III
 
findifig no. 2, NTF states that the recommendations were actually carried out
 
in Nlovember 1988 and that the stated conditions no longer existed as of
 
December 31, 1988--within the timeframe of the audit. 
The auditor does not
 
verify or justify the stated findings in light of management comments.
 
Moreover, the discrepancy between management comments and the auditor's
 
findings was pointed out to the auditor during the meeting on May 24, 1989,

but no corrections or explanations were offered in the final audit report.
 

We make the following comments on specific findings in the audit report:
 

Section I, Finding No. 1: The Condition states: "NTF officials were unable
 
to provide documentary evidence whether HSI subsequently reimbursed NTF for
 

IL
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these costs." NTF claims that aU.1 local-currency costs of ISI employees paid
by NTF were ,imbursed, 4nd at the meeting on May 24, 1989, NTF officials

produced ,.u... .t on iv.ailable to the auditor :nt the tWme of the audit in
 
Kaolack h.. i. ,, ;it
v of The N'F ,penditur" s made on behalf of MEL were
 
reimbucsod .nt tho Ma.
aa ent Wit's [Loc; I .ut'.',-.ocy account. "1" :huditor
 
refused to ,'* . *>fe thiq luc:mt a
.- , , on, nor -W dccu,-entut. ion existed at
 
the time o 0: , i t. and .i!; ,' ? ,ce:e -sib!-a.
 

In any :(-i: ,, wnijFor M31,, inP i:sta& Kao.ack 'are clearly au:ithcri.zA' project
expenditu,";, Cie ipor.at,,e aqre-n author--L: s, under" I 1'eL At ffo.t 
(Section V, A. p. o et ,..",'ru,.ttv'es for the traini; specialist and
small o irn; s;e W,,i t (ie two S'. IIn,-t.nm ,mployees in KaoLaclc) for
 
24 ]nd 51 r. 23 L,'n c v y. eThec .' e r ti v agr cenLt does not
 
speci f ic ,[y state y. ch eperd 
.o ir',tn o ,onLFb i i-y of NTT' and which 

.>i2£
 
refer to ,."iL , :ures as "u"",u,-,oriz :d prcj tct expeni turV.
 

are for MS,. '" . 'it-er]a, f . : .. :;:;:er, i.Len i: ,;in. t ; 

Finding N'.,: The ,-op.ca:ive aorne:m:-nt authov.-;,; NTF to hire "a number of
 
Business 
 :.: Rxrsi,, !'r'u" (ps .0, hL IE) part of theQ I OenCr. Ps 

SSE compo'it ;tacrt SZE.. ,wnen t stcategy', appro.'d by WifAID and the
 
National Projnut Cc nittieelin 
a i.eorrandum dated March 2, 1986, distinguished
payment of bon,.es :.s an important Lncenti,-a which is pa.t of the total 
remuneation ,-haa. For the advi..,rs. Paymant of boiicen was apo'oved by
IJSAID and is not a:n unauLhorized expense in the c e.e.'atuL X. reea' .t. 

Section I1: Ei.ndi To. 1: This finding is entitled "Embezzlements i.n head 
office" aithouZh th:.'n r:irw paragraph rundar (.njitin .er tions " r.jularities"
and the la2L p.r ah rntions ' z any • ,s not been proven aoc 
even claimed in the di.3cussion that the irro;ularitisks oc the discr'epancies 
are in fact ombezziements. It wo:,id be :more a,'' aata to title he fineins 
"irregula-it i.-s in che ho,,ad office". 

Finding No.2: The conK:.: -on 'statomentt concerning th Advisor at .'-oolaak Nrd 
implies t his cn. in mui.ar co t:he o Mhers,n'sn. Ly '-bmzzlement, W; : t! a
project itWae. This "3ve should he more ,:cu'atuly tei'cd sincn Lh.s advisor 
repaid the project the correct aount but chavgrc the .]ien, s more onan lie 
should have, th-us (ihating the cLiint'. 

In addition, tha yo:n.?'.inn: , ccrreo ct.y states tha, Cue ,'.eradvi':3- of KaoLack 
centre misap-''rpriatea G'A 803,795 in r-im-u-svionk; it Calls tO mOdtO 
that the foroir advisor of Kaolrn :& Ca.tre by thk tit, of the .audt hbi! already
paid back a total of X.'A 650,000 to the revolvi.g r.dit fund, Wavi.ng an
outstanding' balLnce of CFA 153,795. As a '.suit, the t.tal 6utstay_-ain, amount 
of embezzled funds as shown in the reocammentiation is inaccurate. 

In addition, under the management coinrients section, the audit report
inaccurately states that NTF "stated chat of tho amounto embezzled, CVA
4,477,917 ($14,926) remains unpaid" wher,as NTY .A-ctually stated that "The not
result is an unpaid amount of $14,926 which is somewhat in doubt of 

http:IIn,-t.nm
http:au:ithcri.zA
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collection." (page 7 of Appen:1ix 1) On page 6 of ;nppendix 1, NTF ackncwledge.;

that total unpald amount ;., the $14,.926 vr-11aining to bo paid lby the famer
 
advis-1or in ':,aticY ind the (-','A 153,79~5 (T'IT2) o paid by thri
Learihe 


foae dvii ou in Kao! t ck ciitre. The :~~ic tr.~usFrm N"VVS
 
'?xpct<3tian ht tho ~t arn ::w V.!iolackc ent-.-e wi 1repay fol lowing the
 

-Aaking t_.10 nUi~i ii3 r ji! id al.:- fL :cb r ',1,1W3 f r cpiving 

wihn the' ti,Pftr2!ne o. _iae aidi~. .i'lovvld cid not t;o bark to i yNF,Ia s
 
stat aer nrt
,.vt 1A;&Ckarb%thkjd*jCL t.1d i f mdis 

Sect ion TJ r Pimlldin 'I) An m ~.1 ~ in Unc w gmet" le (p. 27),

NTF adv isres ht Hii 
 ''n :; c ""' I Ly irvp 1r.-' -nt -d as *Nuvtmtber 

a ?19 88 as ramu t of i.,i n i LA I -!:; "ii 'C[ :11, L . 'he h s ion 
L'Opt'rsen tat Ive Pv'oviwo 1'ro -a1~ a i;Y oF one,L oan ag cec-!-ont at e
 
Novi -,Lenr 9313 
 ak- tho ,1i._: 1, 1 I e ~ - h! toh inc lude2 t? lal>5 i
 

ceY~t~dby th l i tf . :lowvieLL', 1ho aiudi.to th is
Lo'x:(pt

f ind in- in tht--.u-'t i-
 ~ h tho coy Ii. t- sut i.l1. prci s ted 
ci r~htrl;h he: 611~ p at ca~o-o r';at the cairtno longerven urof L oat. 

e x iste S of 'Aovernboer .
 

F in.:r !. 10.) Or; po -!.I in the1 o Ii.'d t atevisr adv cnzu(s ao' loansa "Salary 
were- g.v,/:n to t-,.or.YeeS I :3uclh .nsAre niotatic-ugh i± i.uthor! ;!td b,7'J lha
 

C'co:a.veA c-!MT " , Hwe
-h -- o - ,-t A~f-r~wvent cf not an
 
cannot -,,v'; lia au tlhoC 
 ;"A'i (,n for ;,It L'a0e C Pf1.'0 eapend'i tul 'ri Th.r 

pro'i'r c ia a'y dv aesorV nt{c to sat 1ar L's is an ?f'!' ran.m 
d;-c is -,on-i coiL : on Lv bse reCl'int e pT-C~i.rj ions of the C0oop e .a 1:ii'., 

AgE'eIT,) % iact rea.son, the CoopeL-acive Agcroe:1-ent oa calcOme j 
prahil-it &d such salar.'aiinc, 

Finii! Ha. !I.: The; c~nextcn-et are stated inaccuratalIy. The au1dit 

policy to ~ r1' ly c C,I' s 'r.ifto c'.. I!)wn';e r, '.a 'UF rm- ; 10e c c'neY t'p. of 
appeal ix 1) a loar ty S t lt "Ta, iS L'' S0 1"r.'toraLP palicy to ];.1Lt check 
s ignatocipjs to YJF,' xr -. wnoploy es. zi-co threr hass ha'n only amsuch 
employee aim!to the pco~ecf, thi.:3 Pao limiLed our cptijons ." 

In sim7!-Ary, therefore, .to c~~:e ht5riesca c~ncie xs in the 
internaLIcG11trol a-Ii 2C -aUt.. ng E'oca~S rd3. eib c :eit bu~t have 
addressal their in a cn oi e c~ii is e a rtIr-oLoe 
internal control. 4.1 t1':A,nsemthe h - r the au,;!it rai S0d the jpector of 
inadequate iriternral cn:otAnd ara USAZD pcoj cc:. funds.- rs1id notprovide adequatei&rnc to 

,for 

nin o~~nour -d)f(- IZa ' hta 
adequate internal c.,ontra I and a::'n-r- str Xi;;S FOr the N~rV 
expendituves side arid in confomance with -/our Recu~mendation No. 1, the bJTF 

http:pT-C~i.rj
http:aiudi.to


5 P cje 5 o6f 

-5­

accountanmt i; a~rivin1g this .vrek and a ftrip to 'KaoIack wdith the IISAID
(>ntroior ;-s t .nrdt'r:k k-'ev i tc1, el os .Ly he Sy~lteM 3nd to rn'ake anly 

F'.u~t&s~~2-i C a f n )i .2 tjtfIot'v r4; jFu4E7di1f un.ri~,t
h'~pp:;ippt'c ~ L u~ i. y~.oh-vi.~ ~:.o rn-TA'!%:. Jpi fl2-(I tO Ule @U( it 

u,2po 

CL )C'Ctu 
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