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Attached is the subject report prepared by Price Waterhouse,
Abidjan, Ivory Coast.

Oi May 19, 1988 A.I.D. signed a grant agreement with theGovernment of Chad (GOC) to provide $7 million for financingpayroll and other operating expenses for the civilianministries in Chad for- the period April 1 to December 31,1988. This assistance is a continuation of A.I.D.'s
budgetary support program to Chad that commenced in 1984.

The audit objectives were to determine whether: (i) A.I.D.funds were disbursed by GOC in accordance with the terms ofthe grant agreement; (ii) GOC internal controls relating toreceipts and disbursements of the funds were adequate; and(iii) the project was in compliance with applicable USAID
and GOC laws and regulations.

Price Waterhouse reported serious deficiencies in internalcontrols and widespread non-compliance by GOC officials withterms of the grant agreement. This resulted in financialirregularities such as unauthorized diversion of A.I.D.
funds, commingling of the project bank account withnon-project funds and questionable payroll accounting
practices. These findings are summarized below:

Statements received from the bank were not reconciledwith the project's cash receipts and disbursement
records since inception of the program. The audit



identified a discrepancy of CFA 55,394,228 ($184,648) asof December 31, 1988. In a meeting held on July 15,1989 the auditors notified USAID/Chad and GOC of this
discrepancy. However, it was not until November, 1989
that USAID/Chad was able to confirm that GOC hadrestituted CFA 54,647,482 of the missing funds, still
leaving a balance of CFA 746,746 ($2,490) to beaccounted for. No satisfactory explanation was provided
either by GOC or USAID/Chad as to how such large
amounts of project funds could have been diverted withsuch facility from a restricted bank account and remain
undetected for several months until discovered by an
audit.

The project bank account was commingled with funds
totaling CFA 1.5 billion ($4.5 million) received from aFrench Government grant. GOC officials attributed this
to an administrative error and stated that thecommingled $4.5 million was subsequently utilized for
purposes stipulated by the French Government and that
USAID funds were not affected.

Controls relating to payroll processing were seriously
deficient. Payroll identification documents (census
cards) were not properly accounted for and employees'
earnings records did not include number of days worked
by each employee. Consequently, the system did notprovide adequate assurance that payroll records were
accurate and reliable or that salaries were paid only to
bonafide employees.

In March, 1987 and January, 1988, Price Waterhouse issued
two non-Federal audit reports on A.I.D.'s budgetary support
to Chad. Both reports identified GOC's failure to reconcile
bank accounts and institute adequate payroll procedures. Amore recent audit of expenditures from October 1986 toSeptember 1989 disclosed similar problems. Recommendationswere made for corrective action which were apparently not
implemented by the GOC. Had those recommendations beenimplemented, the financial irregularities described above
could have been averted and GOC internaL controls
considerably strengthened.

We note with concern that GOC internal controls on
accounting for A.I.D. funds have not iaproved measurably inspite of the two prior audits. Rather, they have apparently
deteriorated to the point where diversions of A.I.D. funds
and commingling of bank accounts are taking place, raising
serious doubts on the integrity of the program.



Also, recent developments in Chad have raised more doubts inour minds about the soundness and reliability of GOC'sfinancial controls. In September 1989, USAID/Chad notifiedRIG/A/D by cable that several GOC officials were arrestedfollowing discovery of an embezzlement scheme of severalhundred million CFA francs. The embezzlements reportedly
covered the salary payment process in the GOC Ministry ofFinance. While neither Mission officials nor PriceWaterhouse uncovered any evidence of a linkage betweenA.I.D. funds and the embezzlements, we are still concernedthat, given the current situation, U.S. Government funds are
vulnerable to waste, abuse and fraud.

We have a pending request from AID/Chad to initiate yetanother non-Federal audit in April, 199j of the fourth phaseof A.I.D.'s budgetary support to Chad. While we would beglad to assist, we strongly emphasize that no useful purposewould be served by these audits if the GOC continues todisregard the audit recommendations. USAID/Chad shouldtherefore take firm action and require immediate andpermanent corrective action by the Government of Chad to
safeguard A.I.D. funds from waste and abuse.

This report makes two recommendations which will be includedin the Office of the Inspector General's audit
recommendation follow-up system.

Recommendation No.1

We recommend that:

a. the A.I.D. Representative, Chad, require the Governmentof Chad to establish within ninety days from issuance
of this report an internal accounting control systemthat includev: preparing monthly bank reconciliations;
maintaining and updating a register to account foremployee payroll identification documents (censuscards); and computing employees' earnings on basis ofattendance records which show the number of days worked
by each employee;

b. the USAID/Chad Controller certify that such a systemhas been established and is beinj implemented by the
Government of Chad; and

c. if the USAID/Chad Controller is unable to provide suchcertification within ninety days from issuance of this



report, USAID/Chad suspend further project funding tothe Government of Chad until required corrective action
has bee taken.

Recommendation No.2

We recommend that the A.I.D. Representative, Chad:

a. require the Government of Chad to restitute CFA 746,746($2,490) of missing A.I.D. funds to the project bank
account; and

b. require the USAID/Controller to investigate thecircumstances of the diversion of CFA 55,394,228
($184,648) and institute a set of procedures incollaboration with the GOC that would prevent such an
occurrence in the future; and

c. suspend further project funding to the Government ofChad until the required restitution of funds, and above
investigative actions have been completed.

Please advise within 30 days of actions taken to implementthe recommendations. I appreciate the cooperation andcourtesy extended to Price Waterhouse during the audit.

/
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Section I - Transmittal Letter
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July 15, 1989

Mr Paul E. Armstrong
Regional Inspector General for AuditUnited States Agency for International Development
Dakar
Senegal

Dear Mr. Armstrong,

1. INTRODUCTION

In accordance with your instructions contained in yourletter of June 1, 1989 and the work order attached to it,we have carried out an audit of the expenditure of anamount of UIS $ 7,[OO,000 provided in two tranches underthe Budgetary Support to Development Ministries in Chad,
project No.677-0055.

2. BACKGROUND

2.1 The grant agreement relating to the Budgetary Support toDevelopment Ministries in Chad was signed on May 19, 1988between The Government of Chad (GOC) and The United Statesof America acting through the Agency for InternationalDevelopment (USAID) . This is a continuation of a budgetsupport program that started in 1984 and is made up of twotranches of US $ 3,500,000( each i.e. a total ofUS $ 7,000,000, in order to help the GOC finance itsprojected budget deficits in 1988 by paying salaries andother operating expenses of civilian ministries. Accordingto the terms of the grant agreement, all salaries paidunder the grant will be at the level of at least 60percent of the pay scale of the GOC.

2.2 The first and second tranches of US $ 3,500,000 each weremade available in June and December, 1988 to coverexpenditure incurred during the period from April 1, toDecember 31, 1988.

SociIM A ResponahilitO Linfith r

au Capilal de 2 000 000 de F CIA
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2.3 Under the grant agreement, GOC is required to submit to
USAID a "utilization plan" describing the nature of
expenditures the GOC intends to fund from the grant. When
the USAID funds are made available to GOC and are
disbursed, GOC is required to submit to USAID an
expenditure statement for a specific period. This
statement is referred to as an "interim utilization
report".

2.4 The tranches are mainly utilized to pay the monthly
salaries of GOC employees. In order to ensure that
salaries are made to bona fide employees, the most
reliable evidence is the census card of the employees. The
census cards are sequentially numbered and provide
summarized personal data of an employee. These cards are
also part of the internal control structure of GOC's
payroll system.

3. AUDIT OBJECTIVES AND SCOPE

3.1 The objectives of the audit were to determine whether the
grants were disbursed:

(a) according to the utilization plan submitted by the

GOC;
(b) under adequate financial controls; and
(c) in compliance with the grant agreement terms.

3.2 The audit was conducted in accordance with generally
accepted US auditing standards, Government Auditing
Standards issued by the Comptroller General in the United
States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether, in
this case, the interim utilization reports are free of
material misstatement

3.3 The results of our audit are presented in the following
three sections of this report :

(a) Report on statements of expenditure

(b) Report on internal control structure

(c) Report on compliance with agreement terms and
applicable laws and regulations.
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4. AUDIT PROCEDURES

Our audit procedures included but were not limited to

4.1 reviewing the grant agreement and related documents
between USAID and the GOC;

4.2 examining the statements of utilization plans submitted by
the Ministry of Finance and approved by USAID and the
interim utilization reports submitted by the GOC, and
testing the reasonableness, allowability and propriety of
project expenditure from April 1, 1988 to December 31,
1988;

4.3 reviewing and reconciling the GOC's disbursement accounts
with BIAT (Banque Internationale pour l'Afrique au Tchad)
and Central Bank of Chad;

4.4 determining whether salaries were actually paid to
government employees within the Development Ministries and
that equipment purchased were delivered;

4.5 determining whether the project has complied with
applicable laws and regulations and the grant agreement
terms, and being alert to situations or transactions that
could be indicative of fraud, abuse and illegal
expenditures.

5. RESULTS OF AUDIT

5.1 Interim Utilization Reports

(a) We examined the interim utilization reports for The two
tranches amounting to US $ 7 million submitted by GOC for
the period from April 1, 1988 to December 31, 1988 and
established that an undisbursed fund balance of
F CFA 55,394,288 wae missing from the grant's bankaccounts.

Our enqUiries revealed that the missing amount was
transferred to a GOC bank account. As we were not
authorized to examine this bank account, we are unable todetermine whether expenditures incurred out of this GOCaccount would have qualified as allowable expenses under
the grant agreement terms.
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USAID/Chad has subsequently confirmed that GOC has
returned to the USAID bank account an amount of
F CFA 54 647 482 towards restoring the amount identified
as missing, leaving F CFA 746 746 still outstanding to be
reimbursed by the GOC.

(b) The validation of salary statements indicated that in
April 1989, six soldiers employed as policemen were paid atotal of F CFA 225,000 from the grant funds. As the grant
agreement expressly prohibits the payment of salaries tomilitary or paramilitary personnel, this amount is
questionable.

5.2. Internal control structure

Our review and evaluation of the internal control
structure for the disbursement of the grant revealed the
following :

(a) There was one case of a payment totalling F CFA 55 394 288being made without being recorded in the books. Thepayment was not discovered early enough because bankreconciliations were not prepared and reviewed on a
monthly basis. This relates to the item already covered
under paragraph 5.1(a) above.

(b) Two census cards out of a sample of 52 selected fortesting could not be located. However, we ascertained thatthe employees were bona government employees through areview of past salary statements and bank account
authentification of the employees.

(c) The GOC's Treasury was not reconciling both the
disbursement account and the special bank account on a
monthly basis.

(d) The GOC submitted monthly payroll statements do not
irdicate the actual number of days worked by each
employees. This omission has already been reported
previously.

5.3 Compliance with applicable laws and regulations and with
grant agreement terms

Our study of the applicable laws and regulations and the
grant agreement terms revealed that funds provided by113A I P e OC' I , gled it-h a gda",. at.: td by the French
Gove rnxinen t
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A French Government grant totalling F CFA 1 500 mill k
was mistakenly deposited in the USAID budgetary support
special bank account. Subsequently, a number of
disbursements amounting to F CFA 1 500 million were paid
out of this account. In other words, the Project bank
account was utilized for the transactions on the French
Government grant but USAID funds were not utilized.

5.4 Exit conference

At the exit conference on July 15, 1989, the audit
findings and recommendations were discussed with GOC's
Treasury and with USAID/Chad officials, whose comments are
taken into consideration in preparing this report.

We would like to thank the USAID and GOC officials for the
assistance extended to us in connection with our
examination.

Sho'uld you leed ful-ther inf,,rmation or' explanatio'ns,
please contact Mr. H. Ghazarossian or Mr. A. Diabagate of
our office.

Very truly yours,
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Section II - Report on StatementB of Expenditure
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REPORT ON THE TWO INTERIM UTILIZATION STATEMENTS SUMMARIZED AND

PRESENTED AS SCHEDULE A

1. AUDITORS' OPINION

We have audited the two interim utilization reports,covering the period from April 1, 1988 to December 31,1988, summarized and presented as Schedule A, of theexpenditure incurred under the Budgetary Support toDevelopment Ministries in Chad, Project No. 677-0055, inconnection with a grant of US $ 7,000,000. These reportsare the responsibility of the GOC's Treasury. Ourresponsibility is to express an opinion on these reports
based on our audit.

We conducted our audit in accordance with generally
accepted US auditing standards and Government AuditingStandards, issued by the Comptroller General of the UnitedStates. Those standards require that we plan and performthe audit to obtain reasonable assurance about whether theinterim utilization reports are free of materialmisstatement. An audit includes examining, on a testbasis, evidence supporting the amounts and disclosures inthe reports. In this specific case, it included testingcosts claimed against the grant agreement terms. Webelieve that our audit provides a reasonable basis for our
opinion.

Schedule A is not intended to present either thefinancial results of operations of the project or itsfinancial position in conformity with generally accepted
accounting principles.

U;ider the terms of the grant agreement, salaries should bepaid exclusively to empl:)yees w:rking in DevelopmentMinistries. The agreement expressly prohibits any salary
payment to military or paramilitary personnel. On oneoccasion, salaries amOunting to F CFA 225,000 were paid topolicemen. This amount is questionable.
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In our opinion, except for questionable costs totalling
F CFA 225 000, more fully described in the attached
finding 2, the inter .m utilization reports for the two
tranches presented on Schedule A covering th," period from
April 1, 1988 to December 31, 1988 present fairly, in all
material respects, the expenditure incurred under the
grant agreement.

The first and second interim utilization statements showed
total expenditures of F CFA 1,938,675,724, and total
receipts of F CFA 1,996,209,488 over the period from April
1, 1988 to December 31, 1988, as detailed on Schedule A.
This should have resulted in an undisbursed balance of
F CFA 57,533,764 at December 31, 1988. The verification of
the grant's accounts at the Central Bank and BIAT revealed
that the actual available funds at December 31, 1988
amounted to F CFA 2,139,536 only. The difference of
F CFA 55,394,228 between the undisbursed balance and the
actual available funds could not be accounted for by the
GOC. As more fully described in the attached Finding 1,
the GOC has since restored F CFA 54 647 482 out of this
leaving F CFA 746 746 unaccounted for.

July 15, 1989
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REPORT ON INTERIM UTILIZATION STATEMENTS

2. REPORTABLE CONDITIONS

Finding 1
Missing cash funds.

CONDITION
Unutilized cash funds amounting to F CFA 55,394,228 were
missing in the grant's bank accounts.

Ep]lanaiQD A mint- JnL
Funds provided 1 992 700 000
Interest income 3 _5..0 A.8
Total funds provided 1 996 209 488

Expenditures incurred in 1988 1 938 675 724
BIAT bank account balance 1 717 284
Cent.ral Bank, account balance 422 252

Total 1 940 815 260

Missing funds 55 394 228

Our enquiries revealed that the missing fUnds were transferred
to a GOC bank account to which we had not access. Consequently,
it was impossible to us to establish with certainty the
ultimate use to which these funds may have been put.
Furthermore, the bank transfer was not recorded in the books of
account.

CRITERIA
Unutilized cash funds should be maintained in the grant's bank
accounts and accounted for in the interim utilization reports.
All transactions should be recorded.

CAUSE
The GOC's Treasury does not reconcile the project's bank
accounts at BIAT and the Central Bank of Chad with statements
sent by the banks.
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EFFECT
The Project funds were diverted and deposited on a GOC banK
account in violation of the grant agreement terms regarding
accountability of funds.

RECOMMENDATI ON
We recommend that the unaccounted funds should be reimbursed by
the GOC's Treasury and that disbursements should be carried out
in compliance with utilization plan submitted by the GOC. All
transactions should be entered in the records of GOC.

MANAGEMENT COMMENTS
GOC Treasury officials agreed with the finding and confirmed
that they were not aware of the discrepancy. They indicated
that they will take appropriate steps for the restitution of
the missing funds.

AUDITORS' COMMENTS
Subsequent to the audit, GOC officials have restored the
missing funds to the extent of F CFA 54 647 482. USAID/Chad, in
its cable message dated November 30, 1989 identified under
reference number "unclass Ndjamena 06658" addressed to
RIG/A/Dakar, confirmed that GOC has corrected the situation
through a deposit of F CFA 54 647 482 into the USAID budget
support account. The message also indicates that the USAID
Project manager has obtained a copy of the September 19-39 bank
statement of the USAID bank account which shows that a sum of
F CFA 54 647 482 was redeposited, leaving an unexplained
discrepancy of F CFA 746 746.
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Finding 2
Questioned cos.,s

CONDITION
The salaries of six military employees totalling F CFA 225,000
were paid out of grant funds.

CRITERIA
The grant funds should be used exclusively to pay salaries of
government employees of the Development Ministries.

CAUSE
The six policemen guarded the GOC's Treasury offices during the
month of April 1988. It is the practice in Chad for guards to
be paid directly by the protected institution.

EFFECT
The GOC has disregarded terms of the grant agreement which
expressly exclude salary payment to military or paramilitary
personnel.

RECOMMENDATION
We recommend that, in order to comply with the grant agreement
terms, project funds should be used for making payments
exclusively to civilians employed by Development Ministries.
Furthermore, the salaries paid to the police and amounting to
F CFA 225,000 should be questioned.

MANAGEMENT COMMENT
GOC officials acknowledged this practice but stated that it is
the practice in Chad that guards be paid directly by the
protected institution : the six policemen guarded the Centre
Treasury premises and were paid by the Central Treasurer.
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Section III - Report on Internal Control Structure
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REPORT ON INTERNAL CONTROL STRUCTURE

1. AUDITORS' OPINION

We have audited the two interim utilization reports
covering the period from April 1, 1988 to December 31,1988, summarized and presented as Schedule A, of the
expenditure incurred under the Budgetary Support toDevelopment Ministries in Chad, Project No.677-0055, inconnection with a grant of US $ 7,000,000 and have issued
our report thereon dated July 15, 1989.

We conducted our audit in accordance with generally
accepted US auditing standards and Government AuditingStandards, issued by the Comptroller General of the UnitedStates. Those standards require that we plan and performthe audit to obtain reasonable assurance about whether theinterim utilization reports are free of material
misstatement.

In planning and performing our audit of the interim
utilization reports of GOC's Treasury for the period from
April 1, 1938 to December 31, 1983, we considered its
internal control structure in order to determine ourauditing procedures for the purpose of expressing our
opinion on the interim utiliZati,'n reports and not to
provide assurance on the internal control structure.

The management of GOC's Treasury is responsible for
establishing and maintaining an internal control
structure. In fulfilling this responsibility, estimates
and judgments by management are required to assess the
expected benefits and related costs of internal controlstructure policies and procedures. The objectives of an
internal ,ontrol Str'ucture are to provide management with
reasonable, but not asolte assurance that assets are
safeguarded against loss from unauthorized use or
displosition, and that transactions are executed in
accordance with matiagement's authorization and recorded
properly to permit the preparation of reports in
accordance with generally accepted accounting principles.
Because of inherent limitations in any internal control
s tr'.Icture. errors or irregularities may nevertheless occurand n, t b,-det e - . Aiso, ":,e ti.'.r of any ev ,.,uati,:,n,-f the 0trucz-ture t,: future .er i,:,,] is su -ect.to the cisk
that proc-edures, may becne inade,,a.te because Of ch.t )ge
in conditions or that the effectiveries of the design and
operation of policies and proc-edures may deteriorate.
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For the purpose of this report, the significant areas ofinternal control structure are the following:
a) Cash receipts and payments, and
b) Payroll/personnel

For both of the internal control structure categories
listed above, we obtained an understanding of the designof relevant policies and procedures and whether they havebeen placed in operation, and we assessed control risk.

We noted certain matters involving the internal control
structure and its operation that we consider to bereportable conditions under standards establishe4 by theAmerican Institute of Certified Public Accountants.
Reportable conditions involve matters coming to our
attention relating to significant deficiencies in thedesign or operation of the internal control structure
that, in our judgment, could adversely affect the entity's
ability to record, process, summarize, and reportfinancial data consistent with the assertions ofmanagement in the interim utilization reports.

The reportable conditions are described in the
accompanying Findings I to 4, presented on pages 16 to 20.

A material weakness is a reportable condition in which thedesign or operation of the specific internal control
structure elements does not reduce to a relatively lowlevel the risk that errors or irregularities in amountsthat would be material in relation to the financial
statements being audited may occur and not be detected
within a timely period by employees in the normal course
of performing their assigned functions.

Our consideration of the internal control structure wouldnot necessarily disclose all matters in the internalcontrol structure that might be reportable conditions and,accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material
weaknesses as defined above. However, we believe that,except for Finding 1 regarding the missing funds of F CFA55.4 million, none of the reportable conditions described
above is a material weakness.

July 15, 1989
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REPORT ON INTERNAL CONTROL STRUCTURE

2. REPORTABLE CONDITIONS

Finding I
Missing funds.

CONDITION
Unutilized cash funds amounting to F CFA 55,394,228 were
missing in the grant's bank accounts.

Expil an at1Qn A.Qmn in..r . FA.
Funds provided 1 992 700 000
Interest income -Q.9-.a
Total funds provided 1 996 209 488

Expenditures incurred in 1988 1 938 675 724
BIAT bank account balance 1 717 284
Central Bank, account balance 422 252

Total 1 940 815 260

Missing funds 55 394 228

Our enquiries revealed that the missing funds were transferred
to a GOC bank account to which we had not access. Consequently,
it was impossible to us to establish with certainty the
ultimate use to which these funds may have been put.
Furthermore, the bank transfer was not recorded in the books of
account.

CRITERIA
Unutilized cash funds should be maintained in the grant's bank
accounts and accounted for in the interim utilization reports.
All transactions should be recorded.

CAUSE
The GOC's Treasury does not reconcile the project's bank
accounts at BIAT and the Central Bank of Chad with statements
sent by the, banks.
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EFFECT
The Project funds were diverted and deposited on a GOC bank
account in violation of the grant agreement terms regarding
accountability of funds.

RECOMMENDATION
We recommend that the unaccounted funds should be reimbursed bythe GOC's Treasury and that disbursements should be carried out
in compliance with utilization plan submitted by the GOC. All
transactions should be entered in the records of GOC.

MANAGEMENT COMMENTS
GOC Treasury officials agreed with the finding and confirmed
that they were not aware of the discrepancy. They indicated
that they will take appropriate steps for the restitution of
the missing funds.

AUDITORS' COMMENTS
Subsequent to the audit, GOC officials have restored the
missing funds to the extent of F CFA 54 647 482. USAID/Chad, in
its cable message dated November 30, 1989 identified under
reference number "unclass Ndjamena 06658" addressed to
RIG/A/Dakar, confirmed that GOC has corrected the situation
through a deposit of F CFA 54 647 482 into the USAID budget
support account. The message also indicates that the USAID
Project manager has obtained a copy of the September 1989 bankstatement of the USAID bank account which shows that a sum of
F CFA 54 647 482 was redeposited, leaving an unexplained
discrepancy of F CFA 746 746.
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Finding 2
Payroll documents

CONDITION
Two census cards (employee identification cards) out of a
selected sample of 52 employees could not be located.

CRITERIA
Census cards, the main documents providing evidence that a
person is a genuine government employee, should be adequately
safeguarded and filed.

CAUSE
The current payroll system is manual. Consequently, payroll
documents are handled by several individuals at the end of each
month. The risk of misplacing census cards is high.

EFFECT
Census cards may be lost or temporarily misplaced.

RECOMMENDAT IONS
We recommend that a register should be kept to identify the
persons who take census cards in the course of performing theirduties. The return of the cards should also be noted, thus
ensuring a proper follow up of all census cards.

MANAGEMENT COMMENT
GOC officials agreed with the finding and indicated that this
condition will be resolved when the payroll system becomes
fully automated.

AUDITORS' COMMENT
In the case of the two employees whose census cards could notbe located, we established through enquiries that they were
genuine employees of the GOC.
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Finding 3

Bank reconciliations

CONDITION

The bank balances at BIAT and the Central Bank of Chad were not
being reconciled with statements received from the banks, as
recommended in the previous non-Federal audit reports.

CRITERIA
A bank reconciliation statement should be prepared, reviewed
and approved on a monthly basis by the GOC's Treasury.

CAUSE
The GOC has not undertaken the necessary measures to implement
previous audit recommendations.

EFFECT
Unauthorized bank transactions may remain undetected, and
commingling of project funds with other government funds could
remain undetected and unrectified. In the absence of bank
reconciliations, we tested all payments above F CFA
10 million. Our tests did not reveal any case of unauthorized
transactions. The missing F CFA 55.4 million reported in
Finding 1, came to light when the bank reconciliation was
prepared as no record of the transfer to a GOC bank account was
available.

RECOMMENDATI ON
We recommend that, on a monthly basis, a bank reconciliation
statement should be prepared, reviewed and approved by a GOC
official for each of the two bank accounts.

MANAGEMENT COMMEiT
GOC Treasurer agreed with the finding and plans to take such,
steps as may be necessary in order to prepare a bank
reconciliation statement for each bank account on a monthly
basis.
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Finding 4
Attendance records

CONDITIONS
The payroll statements submitted by the Ministries for the
payment of salaries do not mention the number of days worked by
the employees.

CRITERIA
The number of days of actual presence in the place of work
should be indicated on the payroll statements, in order to
ensure that salary computations take account of relevant data.

CAUSE
The GOC has not undertaken the necessary measures to implement
the previous non-Federal audit recommendation.

EFFECT
In the absence of adequate information for control purposes,
certain overpayments of salaries may pass undetected.

RECOMMENDATION
We recommend that the monthly payroll statements, prepared byDevelopment Ministries for payment of salaries, should mention
the actual number of days worked and that the computation of
salaries should be made accordingly.

MANAGEMENT COMMENTS
The Government of Chad disagreed with the audit finding and
noted that it is GOC practice that salaries are paid to
government employees without any consideration of office
attendance records.

AUDITORS' COMMENTS
GOC should take appropriate measures to monitor employees
attendance in order to pay salaries on the basis of effective
presence of employees and thus avoid overpayment of salaries.
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Section IV - Report on Compliance with Applicable Laws and
Regulations and with Agreement terms
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REPORT ON COMPLIANCE WITH APPLICABLE LAWS AND REGULATIONS All)
WITH AGREEMENT TERMS

1. AUDITORS' OPINION

We have audited the two interim utilization reports
covering the period from April 1, 1988 to December 31,1988, summarized and presented as Schedule A, of theexpenditure incurred under the Budgetary Support toDevelopment Ministries in Chad, Project No. 677-0055, inconnection with a grant of US $ 7,000,000 and have issued
our report thereon dated July 15, 1989.

We conducted our audit in accordance with generallyaccepted US auditing standards and Government Auditing
Standards, issued by the Comptroller General of the UnitedStates. Those standards require that we plan and performthe audit to obtain reasonable assurance about whether the
interim utilization reports are free of material
misstatement.

Compliance with laws, regulations, contracts and grants isthe responsibility of the management of GOC's Treasury.As part of obtaining reasonable assurance about whetherthe interim utilization reports are free of material
misstatement, we pet-formed tests of the GOC Treasury's
compliance with certain provisions of laws, regulations,contracts, and grants. However, our objective was not toprovide an opinion on overall compliance with such
provisions.

The results of our tests indicate that, with respect tothe items tested, GOC's Treasury complied, in all materialrespects, with the provisions referred to in the precedingparagraph except as described in the accompanying finding1. With respect to items not. tested. nothing came to :,,urattention that caused us to believe that GOC's Treasuryhad not complied, in all material respects, with those
provisions.

SoclM A Responsabililt Limildo
au Capital de 2 000 000 de F CFAJuly 15, 1939 RC 16.987 Abidjan - COle d'voire
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REPORT ON COMPLIANCE WITH APPLICABLE LAWS AND REGULATIONS AND
WITH AGREEMENT TERMS

2. REPORTABLE CONDITIONS

Finding 1
Commingling of funds

CONDITION
A French Government grant totalling F CFA 1 500 million wasmistakenly deposited in the USAID budgetary support specialbank account and thereafter, a number of disbursementsamounting to F CFA 1 500 million, equivalent to the deposit,were paid out from the special bank account.

CRITERIA
The funds provided for under the grant should not be commingledwith funds from other donors. The project's special bankaccount should receive deposits from USAID only and payexpenditures incurred in connection with the project only.

CAUSE
The project's bank accounts at BIAT and the Central Bank ofChad were not reconciled on a monthly basis as recommended byprevious non-Federal auditors.

EFFECT
Had the grant transactions been closely monitored and the fundsadequately segregated, fund balances would have been accounted
for properly.

RECOMMENDATION
We recommend that the grant transactions should be accountedfor separately and USAID bank accounts should not becommingled with funds from other donors.

MANAGEMENT COMMENT
GOC Treasury officials acknowledged that, on one occasion, aFrench Government grant of F CFA 1 500 million was mistakenlydeposited by the Central. Bank in the USAID budgetary supportbank account, but they noted that the expenditures paid out ofthe account did not exceed the French Government grant.
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SCHEDULE A

STATEMENT OF SOURCE AND APPLICATION OF FUNDSBUDGETARY SUPPORT TO DEVELOPMENT MINISTRIES PROJECT
No. 677 00 55
For the period from April 1, 1988 to December 31, 1988

FUNDS PROVIDED AMOUNT
US $ F.CFA

Fund Provided for 1st tranche 3 597 750 1.025.000.000Fund Provided for 2nd tranche 3 402 250 967.700.000Interest income 12 314 3.509.488
-----------------------------------

Total Fund Provided 7_Q& . .1A 6..._8.

FUNDS APPLIED
Salary disbursements 1.068.551.536Salary disbursements 863.979.188
Purchase of non-expendable
commodities .. 4.,. XL.
Total Funds Applied 1 -9-.8-75-24

FUNDS BALANCE at December 31, 1988 57.533.764
FUNDS AVAILABLE at December 31, 1988 2-1.3--
FUNDS MISSING* 55-.a4-2a.

* See subsequent events as reported by USAID/Chad. GOC hasdeposited F CFA 54 647 482 in the USAID bank account, leavingan unexplained discrepancy of F CFA 746 746.
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Appendix 1

Report Distribution

No. of
Copies

A.I.D Representative, Chad 5
Ambassador, U.S. Embassy, Chad 1
AA/PFM 

2
PFM/FM 

2PFM/FM/FP 
2

AA/AFR 
1

AFR/CONT 
5

AFR/PD 
1AFR/SWA 
1AA/XA 
2

XA/PR 
1

LEG 
1

GC 
1

PPC/CDIE 
3SAA/S&T 
1IG 
1Deputy IG 1

IG/PPO 
2IG/RM 5

IG/LC 
1

IG/PSA 
1

AIG/I 
1

REDSO/WCA 
1REDSO/WCA/WAAC 
1USAID/Burkina Faso 1

USAID/Cameroon 
1

USAID/Cape Verde 1
USAID/Congo 

1USAID/The Gambia 1
USAID/Ghana 

1
USAID/Guinea 

1USAID/Guinea-Bissau 
1

USAID/Liberia 
1USAID/Mali 
1

USAID/Mauritania 
1

USAID/Morocco 
1

USAID/Niger 
1

USAID/Nigeria 
1USAID/Senegal 
1

USAID/Togo 
1USAID/Tunisia 
1

USAID/Zaire 
1RIG/I/Dakar 
1

RIG/A/Cairo 
1

RIG/A/Manila 
1RIG/A/Nairobi 
1RIG/A/Singapore 
1

RIG/A/Tegucigalpa 
1

RIG/A/Washington 
1


