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DEVELOPMENT B.P. 49 DAKAR SENEGAL 

WASHINGTON. D.C. 20523 WEST AFRICA 

February 26, 1993 

MEMORANDUM 

To: 	 Julius E. Coles, Director, USAID/Senegal 

From: 	 Thoras B.Anklewich, RIG/A/Ddlcar 

Subject: 	 Audit of the Local Currency Expenditures Managed by Michigan 
State University under the Senegal Agriculture Research II Project 
(No. 685-0957), January 1, 1988 to March 31, 1992 

The attached audit report, prepared by the non-Federal audit firm, Management 
Business Audit (MBA), presents the results of a financial audit of the local currency 
account managed by Michigan State University (MSU) under the Senegal Agriculture 
Research Project II (SAR-lI). 

In December 1987, A.I.D. and the Government of Senegal signed a bilateral agreement 
to implement the SAR-II project with the purpose of strengthening the Senegal Institute 
for Agricultural Research's (ISRA) cereals-based research system in the Senegal River 
Basin by constructing and updating research facilities and training research personnel as 
well as improving the overall national research capacity of ISRA. Under this project, 
technical assistance was provided by MSU in the areas of research management and 
planning, agricultural economics and cereals research. In addition to providing this 
technical assistance, MSU managed a local currency account which funded the project's 
local operating costs for various implementation activities. During the period January 
1, 1988 to March 31, 1992, MSU made disbursements totaling $368,993 from the local 
currency account. 

MBA performed a financial audit in accordance with U.S. Government Auditing 
Standards of the $368,993 in disbursements made out of the local currency account to 
determine whether the Statement of Operating Costs for the period January 1, 1988 to 
March 31, 1992 was fairly presented and whether MSU complied with applicable laws, 
regulations, and agreements that may have had a material effect on the Statement of 
Operating Costs. In carrying out this financial audit, the non-Federal auditor obtained 
an understanding of MSU's internal accounting controls over the local currency account 
to plan the audit and to determine the nature, timing and extent of tests to be 
performed. 



MBA found that the Statement of Operating Costs fairly presents, in all material 
respects, the operating costs expended by MSU for the period audited. The audit did 
however identify questioned costs amounting to $8,682 which consisted of ineligible 
payments of (a) $4,373 for translation costs, (b) $1,060 for typing costs paid to the project 
secretary and (c) $2,263 for taxes on local purchases as well as unsupported expenditures 
of $986 for taxi fares. In obtaining an understanding of the internal control structure, 
the auditors found minor weaknesses and reported on conditions such as the lack of a 
double-entry accounting system and inadequate separation of duties. Finally, although
minor noncompliance issues were reported, the auditor stated that MSU complied in all 
material respects with applicable laws, regulations, and agreements. 

USAID/Senc .l in its comments on the draft report requested the auditor to adjust the 
amount of (q.estioned costs which, due to a transposition error, was overstated. 
USAID/sicnegal also stated that it would forward the audit report to the contractor and 
inform RIG/A/Dakar upon resolution of the questioned costs. Finally, USAID/Senegal 
stated that other recommendations were procedural and since the project had ended, no 
follow up action would be taken. 

The following recommendation is to be included in the Office of the Inspector General's 
recommendation follow up system. 

Recommendation No. 1: We recommend that USAID/Senegal resolve the 
questioned costs of $8,682 ($986 unsupported) and recover those costs determined 
to be unallowable or unsupported. 

Recommendation No. 1 is considered unresolved until we are advised of 
USAID/Senegal's determination regarding the unallowable and unsupported questioned 
costs. This recommendation can be resolved when we receive USAID/Senegal's
determination of the amounts sustained or not sustained and can be closed when any 
amounts determined to be owed to A.I.D. are reimbursed. 

Please advise RIG/A/Dakar within 30 days of receipt of this report of any actions 
planned or taken to close the above recommendation. 



Cabinet Marie BA 

MBA 
Management-Business-Audit 

February 25, 1993 

M. Thomas B. ANKLEWICH
 
RIGIA/DAKAR
 
40, Avenue de la Rdpublique
 
DAKAR - SENEGAL
 

N/Rdf.: mbal23/mba/finusaid 

Dear Sir, 

We are pleased to submit the draft report of the financial audit of the Local Currency
Expenditures managed by Michigan State University (MSU) under the Senegal Agricultural
Research II Project (No 685-0957). 

Please do not hesitate to call us if you have any questions regarding this report. 

We appreciate the constructive comments and assistance provided by your staff during the 
audit and report process. 

Sincerely, 

Mar;e BA
 
Engagement Partner
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PART I
 

EXECUTIVE SUMMARY
 

1.1 BACKGROUND 

In December 1987, A.I.D. and the Government of Senegal (GOS) signed a bilateral agreement
for the Senegal Agricultural Research II Project (SAR-II) to continue agricultural development
activities in the Senegal River Basin started under a previous A.I.D. -funded regional project. 

The purpose of SAR-Il was to strengthen the Senegal River Basin by constructing and
updating research facilities along the Senegal River Basin, training research personnel, and
improving the overall national research capacity of the Senegal Research Agricultural Institute 
(ISRA). 

ISRA is the primary implementing agency for the project and has the overall responsibility
to carry out and achieve the project purpose. The major technical assistance contractor,
Michigan State University (MSU), is to provide assistance to ISRA in the areas of research 
management and planning, agricultural economics, and cereals. In addition to these activities,
MSU manages one of two local currency accounts which are used to pay for the project
element budget line item of operating costs. 

MSU's responsibilities in managing the Local Currency Account include approving and 
recording expenditures incurred by ISRA. 

Authorized expenditures for operating costs are set forth in Project Implementation Letter 
(PILs No. 2, 6, 9, 10, 11, 12 and 15) and consist of the following Dakar-based research 
activities of ISRA : 

* the strengthening and improvement of ISRA's Crop Production Department's Cereal-based 
research program through the creation and funding of a Cereal Advisory Team ; 

* Applied Economics through a Cereals Marketing Research Program and Food Security 
Progam ; 

* and other activities such as Research Planner Support, Documentation Support, Contract and 
Systems Department Support. 
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1.2 AUDIT OBJECTIVES AND SCOPE 

We performed a financial audit covering the expenditures made from the MSU-managed local 
currency account from the period January 1, 1988 to March 31, 1992. During this period, a 
budget totaling F CFA 120,877,535 ($ 488,398) had been approved by USAID/Senegal of 
which F CFA 107,376,690 ($ 368,993) had been disbursed by MSU. 

The objectives of this audit were to : 

- determine the reasonableness, propriety and allowability of expenditures made from the local 
currency account during the period January 1, 1988 to March 31, 1992 and then express an 
opinion on whether the Statement of Operating Costs is fairly presented, in all material 
respects, in conformity with generally accepted accounting principles, 

- evaluate the MSU local currency account's internal control structure and operating 
procedures, 

- determine whether MSU complied with applicable laws, regulations, binding policies 
and procedures, and the Program Agreement. 

The Program Agreement and its amendments, the Project Implementation Letters (PILs) No. 
6, 8, 12, 15) and the various other implementation letters issued by USAID/Senegal were used 
as criteria in the determination of allowable operating costs. 

As defined in the statement of work and additional instructions from RIG/A/Dakar, the scope 
of work consisted of a review of expenditures reimbursed to MSU as operating costs from the 
local currency account. 

1.3 RESULTS OF OUR AUDIT 

1.3.1 FINANCIAL SECTION 

We performed a financial audit of the Local Currency Expenditures made by MSU under the 
SAR H Project, for the period of January 1, 1988, to March 31, 1992. 

We identified transactions described in Note 2 to the Statement of Operating Costs, that, in 
our opinion, are questionable costs. The amounts involved do not represent a material 
discrepancy, relative to the overall schedule of expenditures. 

In our opinion, the MSU's Statement of Operating Costs presents fairly, in all material 
respects, the operating costs incurred by MSU from January 1, 1988 to March 31, 1992. 
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1.3.2 INTERNAL CONTROL STRUCTURE 

We made a study and evaluation of the system of internal accounting control to the extent we
considered necessary to evaluate the system as required by generally accepted auditing
standards and generally accepted Government Auditing Standards. 

Our study and evaluation was to determine the nature, timing and extent of auditing
procedures necessary for expressing an opinion on the MSU Statement of Operating Costs. 

We noted certain matters involving the internal control structure and its operation that we 
consider to be reportable and material conditions under standards established by the American 
Institute of Certified Public Accountants and the Government Auditing Standards. 

These conditions included the lack of a double-entry accounting system and the lack of
separation of duties. Therefore, we did not rely on the internal control structure in determining 
our audit procedures for the purpose of expressing our opinion on the Statement of Operating 
Costs. 

1.3.3 COMPLIANCE WITH AGREEMENT TERMS AND APPLICABLE LAWS 

We performed a review of the MSU's compliance with the agreement terms and applicable 
laws and regulations. 

Our testing of transactions and records selected disclosed instances of non compliance with
the Agreement terms and the Project Implementation Letters issued by USAID/Senegal. The
instances of non compliance did not have a material effect on the Statement of Operating 
Costs. 

In addition, we noted that MSU was not in compliance with Senegalese legal tax requirements 
for local consultants. 

The instances of non-compliance, however, did not materially affect the Statement of 
Operating Costs. 
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1.4 IMLNAGEAIEN 1' L'AIN kA 

Recommendation number 1 and recommendation nos. 4. 5. 6. and 7 of the draft report 

The Management has discovered a discrepancy between the amount reported for typing bills 
paid to the project secretary in NOTE 2. QUESTIONED COSTS, p. 10 and the amount 
reported in the related finding and recommendation on pages 17-18 of the audit report.
This is a transposition error which resulted in an overstatement of QUESTIONED COSTS by 
US $247. 

Recommendation nos. 1. 2. 3 and 8 

Since the MSU contract team has already left the country and the contract has been concluded, 
proedural recommendations will not lead to follow-up action by USAID/SENEGAL. 
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PART H
 

INDEPENDENT AUDITOR'S REPORT ON THE
 
STATEMENT OF OPERATING COSTS
 

We have audited the Statement of Operating Costs of MSU under the Senegal Agricultural
Research II Project (SAR II, Project n*685-0957) for the period January 1, 1988 to March 
31, 1992. 

This statement of operating costs is the responsibility of MSU management. Our responsability
is to express on this statement of operating costs an opinion based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards and 
Government Auditing Standards. These standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the Statement of Operating Costs is free of 
material misstatement. 

An audit includes examining on a test basis, evidence supporting the amounts and disclosures 
in the Statement of Operating Costs. An audit includes examining on a test basis, evidence 
supporting the amount and disclosures in the Staterrzit of Operating Costs. An audit also 
includes assessing the accounting principles used and significant estimates made by the 
management, as well as evaluating the overall presentation of the Statement of Operating
Costs. We believe our audit provides a reasonable basis for our opinion. 

As described in Note 1.1, the statement of operating costs was prepared on the basis of cash 
receipts and disbursements, which is acomprehensive basis of accounting other than generally 
accepted accounting principles. 

In our opinion, the Statement of Operating Costs referred to above presents fairly, in all 
material respects, the expenditures incurred by MSU and reimbursed by USAID/Senegal for
the period January 1, 1988 to March 31, 1992, in conformity with the basis of accounting
described in Note 1.1. 

Marie BA 
Engagement Partner 
February125, 1993 

Management-Busi ess-Audit 
B.P. 5079 - Fann 

M 24.24.98 
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STATEMENT OF OPERATING COSTS OF THE LOCAL CURRRENCY
 
EXPENDITURES MANAGED BY MICHIGAN STATE UNIVERSITY UNDER
 

THE SENEGAL AGRICULTURAL RESEARCH II (SAR II) PROJECT (N- 685-0957)
 
FOR THE PERIODJANUARY 1, 1988, TO MARCH 31, 1992
 

BUDGET LINE ITEMS 

Cereals Marketing 

livestock Program 

Food Security 

Cereals Advisor Support 

Research Planner 

Documentation Support 

Contract Support 

System Department 

Agro-Forestry 

TOTAL 

BUDGET 

-_____ FCFA 

34,679,000 

845,535 

5,199,500 

37,998,000 

10,171,000 

6,151,000 

21,021,750 

1,596,500 

3,215,250 

120,877,535 

1$ = 247.50 

140,117 

3,416 

21,008 

153,527 

41,905 

24,853 

84,936 

6,451 

12,979 

489,192 

EXPENDITURES 

FCFA 1$ = 291 

34,227,952 117,622 

845,535 2,906 

2,713,973 9,326 

35,196,393 120,950 

6,894,924 23,694 

5,578,322 19,170 

17,108,334 58,792 

1,596,253 5,485 

3,215,004 11,048 

107,376,690 368,993 
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NOTES TO THE STATEMENT
 
OF OPERATING COSTS
 

NOTE 1. ACCOUNTING POLICIES 

1.1 ENVIRONNEMENT 

The MSU statement of operating costs has been prepared on the basis of cash accounting
which is a comprehensive basis of accounting other than generally accepted principles.
MSU does not have any accounting staff and does not use a double-entry accounting system.
Neither does ISRA enter the MSU operating costs in its accounting system. Therefore, our
testing of costs billed to USAID/Senegal have been based on the monthly statements 
submitted by MSU and supporting documentation. 

1.2 PROCEDURES 

Operating costs are recorded according to the numbers of the checks and monthly statements 
sent to USAID/Senegal. These monthly statements comprise the following: 

- Summary Statement, 
- Revolving Fund Reconciliation, 
- Expenses Journal, 
- Bank Reconciliation, 
- Petty Cash Journal, 
- Petty Cash Situation Report. 

The MSU administrative assistant has the overall responsibility for the accounting and
financial monitoring. From 1988 to January 1991, the team leader was responsible for
delivering and signing checks, authorizing and recording expenditures. From February 1991 
to March 1992, administrative and financial tasks were shared as follows : 

- the secretary was in charge of preparing checks and recording expenditures, 

- the administrative assistant dealt with control over invoices, signature of checks and making 
out bank reconciliatiors, she was also authorized for signing checks, 

- the field team leader was responsible for signing and submitting to USAID/Senegal, monthly 
statements prepared by the administrative assistant. 
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1.3 EXCHANGE RATES
 

MSU disburses funds to its suppliers in the local currency F CFA, reports the amounts to 
USAID in F CFA, and receives funds from USAID/Senegal in F CFA. 

However, totals on the statements are also converted in dollar by MSU using average 
exchange rate of the period. 

For estimating the financial impact of our findings and questioned costs on this report, we 
used an average exchange rate computed as follows: 

Total expenditures iri CFA amount according to 107,376,690
 
MSU
 

Total expenditures in dollar amount according to 368,992
 
MSU
 

Average exchange rate for the period audited 291
 
(107,376,690/368,992)
 

Exchange rate $1 = F CFA 291 
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NOTE 2. QUESTIONED COSTS 

Following is the summary of costs which, in our opinion, are questionable costs.
 

The questioned costs arc described further in the internal control and compliance findings.
 

QUESTIONED COSTS 

INELIGIBLE UNSUPPORTED 

FCFA $ FCFA $ FINDINGS 

1- Translation costs related to 1,272,500 4,373 (4.2) 
short term technical 
assistance 

2- Typing bills paid to the 
Project secretary for short 308,441 1,060 (4.3) 
term technical assistance's 
reports 

3- Transactions which did not - - 287,065 986 (3.4) 
provide adequate receipts 

4- Tax payments on local 658,464 2,263 - - (4.4) 
purchases 

TOTAL QUESTIONED 2,239,405 7,696 287,065 986 
COSTS 
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PART III 

INDEPENDENT AUDITOR'S REPORT ON
 
INTERNAL ACCOUNTING CONTROL
 

We have performed a financial audit of the Statement of Operating Costs managed by MSU 
under the Senegal Agricultural Reasearch II Project (nr 685-0957). 

We conducted our audit in accordance with generally accepted auditing standards and the 
standards for financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the Statement of Operating Costs is 
free of material misstatement. 

In planning and performing our audit, we considered MSU's internal control structure in order 
to determine our auditing procedures for the purpose of expressing our opinion on the 
Statement of Operating Costs and not to provide assurance on the internal control structure. 

The management of MSU is responsible for establishing and maintaining an internal control 
structure. In fulfiling this responsibility, estimates and judgments by management are required 
to assess the expected benefits and related costs of internal control structure policies and 
procedures. The objectives of an internal control structure are to provide management with 
reasonable, but not absolute, assurance that the 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 preparation of statements of 
operating costs in accordance with generally accounting principles. Because of inherent 
limitations in any internal control structure, errors or irregularities may nevertheless occur and 
not be detected. Also, projection of any evaluation of the structure to future periods is subject 
to the risk that procedures may become inadequate because of changes in conditions or that 
the effectiveness of the design and operation of policies and procedures may deteriorate. 

For the purpose of this report, we have classified the significant internal control structure 
policies and procedures in the following categories 

- accounting procedures,
 
- A.I.D. reimbursments,
 
- expenditures,
 
- petty cash and bank accounts.
 

For all the control categories listed above, we obtained an understanding of the design of 
relevant policies and procedures and whether they have been placed in operation, and we 
assessed the control risk. 
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We noted certain matters involving the internal control structure and its operation that we 
consider to be reportable conditions under standards established by the American Institute of 
Certified Public Accountants. Reportable conditions involve matters coming to our attention 
relating to significant deficiences in the design or operating of the internal control structure 
that, in our judgement, could adversely affect the organization's ability to record, process,
summarize, and report financial data consist with assertions of management in the statement 
of operating costs. 

We found the following reportable conditions 

* lack of separation of duties to ensure the detection of intentional or non intentional errors 
(see Finding 3.1), 

* need of improvement for accounting procedures and records (see Finding 3.2), 

* lack of manuals of procedures in which internal accounting controls should be clearly 
documented (see Finding 3.3), 

* lack of controls over expenditures (see Finding 3.4). 

A material weakness is a condition in which the design or operation of the specific internal 
control structure elements does not reduce to a relatively low level, the risk that the errors or 
irregularities in amounts that 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 function. 

Our consideration of the internal control structure would not necessarily disclose all matters 
in the internal control 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, believe nonewe of the reportable conditions 
described above is a material weakness. 

Although our study and evaluation disclosed no condition that we believe to be a material 
weakness, we have noted some deficiencies in the internal control structure which need to be 
addressed by the management. Our findings and recommendations are presented on the 
following pages. 

This report is intended for the information of the audit committee, management, and others
within the organization and A.I.D. The restriction is not intended to limit the distribution of 
this report which is a matter of public record. 

Marie BA
 
Engagement Partner
 
February 25, 1993
 

M 	 A 
Management-Business-Audit 

B.P. 	5079 - Fann
 

or 24.24.98
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3.1 DUTIES NEED TO BE SEGREGATED 

The Administrative Assistant is responsible for authorizing, planning and accounting 
expenditures. She is also in charge of the following tasks: 

- control over expenditures invoices prior to payment, 
- signing checks, 
-carrying out bank reconciliations and submitting monthly reports to USAID/Senegal. 

Until February, 1992, the Administrative Assistant's duties also included transactions 
recording. From then on, a secretary has been in charge of recording and data acquisition. 

The specific standards for internal control prescribed by the U.S. Comptroller General require
that key duties and responsibilities for authorizing, processing, recording, and reviewing 
transactions should be separated among individuals. 

The non-separation of duties, incompatible by nature, increases the possibility of undetected 
errors, intentional or not. Complying with the principle of the separation of duties ensures that 
assets are safeguarded against error, waste, loss, unauthorized use and misappropriation. 

The lack of separation of duties arises from the limited staff of the MSU-local team. Also, the 
team leader was not very much involved in the administrative and financial management of 
the Local Currency Account. 

RECOMMENDATION No1 

We recommend that key duties and responsibilities be separated : the prior approval of 
expenditures and the signature of documents should be ensured by the team leader, the 
Administrative Assistant being in charge of the checking and recording of invoices ; other 
operating duties should be left to the secretary. 

We also recommend that USAID/SENEGAL perform external controls during the project life. 

Management Comment 

Since the contract has been concluded, no follow-up action will be taken by USAID/Senegal. 

14
 



3.Z ACCOUNTING PROCEDURES AND RECORDS NEED IMPROVEMENT 

MSU uses a spreadsheet to record operating costs based on check numbers in order to produce
the monthly reports for USAID/Senegal. 

This system does not provide the level of integrity offered by a double-entry accounting 
system. 

Because there are no ledgers summarizing individual journals, in which transactions of each 
account are recorded and their balance drawn, analyzing the balance of accounts is a uselessly
long and tedious process of reconstitution. As a result, the MSU system offers very little 
operating capacities for management purposes. 

RECOMMENDATION N°2 

We recommend that : 

1- MSU establishes a double-entry accounting system that matches the needs previously

specified by the Local Currency Account's management, in -iccordance with generally
 
accepted accounting principles,
 

2- the Administrative Assistant who has no 
previous training in accounting, be assisted by a 
secretary who has more experience in accounting and data acquisition. 

Management Comment 

Since the contract has been concluded, no follow-up action will be taken by USAID/Senegal. 

3.3 MANUAL OF PROCEDURES WAS INADEQUATE 

We found no manual of administrative and accounting procedures. The one produc:d by the 
management at the request of USAID/Senegal, was not adequate. 

Because adequate documentation was not available, to provide the successive field team
leaders with financial and administrative guidelines to follow, the Administrative's Assistant 
became the institutional memory of the project. 

The specific standards for internal control systems prescribed by the US Comptroller General 
require internal accounting control systems to be clea ,locumented and this documentation 
to be readily available for examination. Furthermore, the objectives of an internal control 
system are to be ensured through qualified and continuous supervision. 
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These internal control weaknesses may lead to the following effect : 

In the event of the successive changes at the head of the MSU field team, existing
documentation could no longer ensure the going concern : necessary information is provided 
to newcomers by the Administrative Assistant. It is not adviseable to depend on a member of 
the staff so excessively. 

In our opinion, the absence of a manual of procedures is due to the fact that the leaders who 
managed the MSU team at various stages, did not express the need for it. 

RECOMMENDATION N03 

We recommend that the MSU provides USAID/Senegal with a final manual of procedures in
 
which internal accounting controls are clearly documented.
 

Management Comment
 

Since the contract has been concluded, no follow-up action will be taken by USAID/Senegal.
 

3.4 CONTROLS OVER EXPENDITURES NEED TO BE STRENGTHENED 

The following conditions have been identified : 

a) Controls such as arithmetic accuracy, payment orders and records review, were not 
evidenced on invoices. 

b) Invoices were not stamped when paid. 

c) Supporting documents were not always adequate. 

According to generally accepted auditing standards and to internal control standards issued by 
the GAO, internal controls must be clearly evidenced and made available for examination. 

Though our tests indicated no material discrepancy, the following risks should not be 
excluded : 

a) If control is not evidenced, it is not sure that it was done. As a result of this lack of 
control, invoices might be unduly paid. 

b) If invoices are not canceled upon payment, there is a risk of duplicate payments. 

c) Whithout adequate supporting documentation, non-allowable transactions cannot be 
detected. 
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We have noted that payments of taxi fares made to the Administrative Assistant or to her
subordinates were not sipported by receipts or invoices. The total amount of these
questionable costs is F CFA 287,065 (see "Questioned Costs" - Item 3 in Note 2 to the 
Statement of Operating Costs). 

RECOMMENDATION N*4 

We recommend that : 

1- USAID/Senegal recover from MSU the total amount of F CFA 287,065 ($ 986) 
representing the taxi fees without adequate receipts, 

2- control checks be evidenced on documents supporting payments, 

3- payments with no adequate supporting documents be banned unless they are authorized 
under specific circumstances accepted by USAID/Senegal, 

4- taxi fares be validated by the signature of the representative of USAID/Senegal, in the case 
of a visit by the MSU agents to USAID/Senegal. 

Management Comment 

In accordance with the AIDAR Appendix H, the USAID/Senegal Contracting Officer will 
forward the final audit report to MSU and inform RIG/A/Dakar once the outstanding issues 
are resolved. 

Auditor's Comment 

Since USAID/Senegal did not provide any new information about this finding, we maintain 
our position that this cost should be questioned. 
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PART IV
 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
 
A.I.D. AND GOS LAWS AND REGULATIONS 

We have performed a financial audit of the Statement of Operating Costs managed by 
Michigan State University under Senegal Agricultural Reasearch (Sar II) for the period of 
January 1, 1988, to March 31, 1992. Our examination was made in accordance with generally 
accepted auditing standards and the standards for financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
statement of operating costs is free of material misstatements. 

Compliance with laws, regulations, grant agreements, and binding policies and procedures 
applicable to the management of local currency account is the responsibility of MSU 
management. 

As part of our audit, we performed tests of MSU's compliance with certain provisions of laws, 
regulations, contracts, grant and binding policies and procedures. However, it should be noted 
that we performed those tests of compliance as part of obtaining reasonable assurance about 
whether the statement of operating costs is free of material misstatement ; our objective was 
not to provide an opinion on compliance with such provisions. 

Our testing of transactions and records selected disclosed instances of non-compliance with 
those laws and regulations. All instances of non-compliance with applicable GOS and 
USAID/Senegal laws and regulations that we found are identified in the findings and the 
schedule of questioned costs (Note 2 to the statement of operating costs). 

The results of our tests indicate, with respect to the items tested, that MSU complied in all 
material respects with the provisions referred to, in the third paragraphe of this report. With 
respect to items not tested, nothing came to our attention that caused us to believe that the 
MSU had not complied, in all material respects, with those provisions. 

The report is intended for the information of the audit committee, management, and others 
within A.I.D. The restriction is not intended to limit the distribution of this report which is 
a matter of public record. 

Marie BA 
Engagement Partner 
February 25, 1993 

-Bus ness-AuditManageme 
- Fann
 

,2 24.24.98
 
B.P. 5079 
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- ,. .o . ' .i *J3 ;.V!,, ENDATIONS 

4.1 TRANSLATION COSTS WERE CHARGED TO THE WRONG ACCOUNT 

French translation fees of the reports made by the short-term technical assistance were charged 
to the Local Currency Account. 

Such costs should have been paid from the MSU dollar budget in which a budgeted amount 
of $ 25 410 had been set aside to cover the translation fees of the reports of short-term 
technical assistance. Our review revealed translation costs of reports of the short-term 
technical assistance were charged to the Local Currency Account, totaling F CFA 1,272,500. 

In our opinion, this amount represents a questionable cost. (See "Questioned Costs" - Item 1 
in Note 2 to the Statement of Operating Costs). 

This condition can mainly be explained by the fact that the Administrative Assistant was not 
aware of this contract provision in the MSU dollar Budget. 

RECOMMENDATION NOS 

We recommend that : 

1- USAID/Senegal recover from MSU the total amount of F CFA 1,272,500 ($ 4,373)
representing the expenditures on translation cost (see questionned costs - Note 2 - Item no 1 
- in Note 2 to the Statement of Operating Cost), 

2- Expenditures to be charged to the local currency and dollar budgets be clearly defined at 
the start of the project, regularly updated and strongly respected. 

Management Comment 

In accordance with the AIDAR Appendix H, the USAID/Senegal Contracting Officer will 
forward the final audit report to MSU and inform RIG/A/Dakar once the outstanding issues 
are resolved. 

Auditor's Comment 

Since USAID/Senegal did not provide any new information about this finding, we maintain 
our position that this cost should be questioned. 
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4.2 TYPING BILLS WERE PAID TO THE MSU SECRETARY 

For typing the reports of the short-term technical assistance, the MSU secretary was billing
the project as an outside contractor. The secretary who earns a salary in the project and who 
uses its equipments, could not bill the project in doing the job she was hired for. She ought 
to have been paid for the extra-time she worked for it but not submit bills as an outside 
contractor. 

The sum of the bills unduly paid to the secretary amounts to F CFA 308,441. 

It appears that the secretary was first considered by the Administrative Assistant as an 
employee exclusively recruted for the purpose of data acquisition. 

RECOMMENDATION N*6 

We recommend that USAID/SENEGAL recover from MSU the total amount of 
F CFA 308,441 ($ 1,060) representing secretary's typing bill. (See "Questioned Costs -
Item n 2 in Note 2 to the Statement of Operating Costs). 

Management Comments 

The amount of the typing bills is reported in Note 2 to the Statement of Operating Costs for 
F CFA 380,441 ($ 1,307) instead of F CFA 308,441 ($ 1,060). This transposition error 
resulted in an overstatement of QUESTIONED COSTS by US $ 247. 

Auditor's comment 

The correct amount of typing bills paid to the secretary is F CFA 308,441 ($ 1,060). The 
transposition error has been corrected in Note 2 to the Statement of Operating Costs. 

4.3 VALUE ADDED TAXES WERE IMPROPERLY CHARGED TO THE PROJECT 

Value Added Tax (VAT) is included in some of the operating costs. 

The agreement between the Government of Senegal and A.I.D. specifies that the project is free 
from any taxation or fees imposed under laws in effect in Senegal (See Grant Agreement, 
August 31, 1984, Section B.4 of the Annex III). 

From January, 1988 to March, 1992, tax fees unduly paid by Local Currency Account amount 
to F CFA 658 464. 
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See rfetails : 

1988 
1989 
1990-1991 
1992 

85 733 
86 593 

337 941 
148 197 

(See Appendix CI)
(See Appendix C2) 
(See Appendix C3) 
(See Appendix C4) 

Total Amount 658 464 (See "Questioned Cost" - Item &4 Note 2 to the Fund 
Accountability Statement) 

With relatively low cost purchases, the Administrative Assistant refrained from applying tax 
exemption on the Value Added Tax because she simply believed it required a long procedure 
as the one applied on getting free custom duties. 

RECOMMENDATION N*7 

1.We recommend that USAID/SENEGAL recover from MSU the amount of F CFA 658,468 
($ 2,263) representing the tax payments on some expenditures. 

2. Though MSU may not apply tax exemption of Custom duties on relatively low costs 
purchases, it should however claim the non-application of the Value Added Tax. 

For this purpose, MSU has just to produce to its suppliers the Grant Agreement which 
specifies taxation exemption. 

Management Comment 

In accordance with the AIDAR Appendix H, the USAID/Senegal Contracting Officer will 
forward the final audit report to MSU and inform RIG/A/Dakar once the outstanding issues 
are resolved. 

Auditor's Comment 

Since USAID/Senegal did not provide any new information about this finding, we maintain 
our position that this cost should be questioned. 
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4.4 PIL'S DID NOT ACCURATELY DEFINE THE CRITERIA FOR EXPENDITURES 
CHARGEABLE TO THE LOCAL CURRENCY ACCOUNT 

We found that Project Implementation Letters ,*"-*not accurately specify the expenditures
authorized under each budget category. Project Implementation Letters listed major budget
categories in general but did not specifically define authorized expenditures by subcategory
and amount to be spent under each sub-category. Also, some budget line items in the Local 
Currency Account were similar in nature to those in the technical assistance budget. 

This condition can be mainly explained by the fact that Project Implementation Letters 
indicated that the budgets were only illustrative. Consequently, MSU had greater flexibility 
on using the funds. 

Because of this condition, there is a risk that the same expenditures be paid twice, from the 
local budget and from the technical assistance budget. For example, MSU used the Local 
Currency Account to pay for translation costs which were chargeable to the technical 
assistance budget (see 4.1, finding on translation costs). 

N o 8RECOMMANDATION 

We recommend that USAID/Senegal establish specific guidelines for Project Implementation
Letters to define budget line items by nature, categories and subcategories, for the local 
currency accounts. This definition should be accurate enough to avoid interpretation of the 
elligibility of the costs involved. 

Management Comment 

Since the contract has been concluded, no follow-up action will be taken by USAID/Senegal. 
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MEMORA,4DUM
 

DATE: February 3. 1993 

TO: Tholas Anklewich, RIG/A/Dakar 

FROM: Julius Coles, Dir.c!or, USAID/Senegal 

SUBJECT: Draft Re ort coveriij (he Audit of the Local Currency 
Expenditures Managed by Michigan State University under
 
the Senegal Agriculture Research II Project,
 
January 1, 1988 to March 31, 1992
 

My staff has reviewed the draft. report. Our comments follow.
 

RIG Recommendation number 1 aliid recommendations 4,5,6, and 7 of
 
the draft report
 

During our review of the report, we identified a discrepancy
 
between one item included in the summary of questioned costs listed
 
in 'Note 2' on page 10 and the related finding and recommendation
 
on pages 17 and 18 of the audit report.
 

Specifically, under section 4.2 (p. 17) the auditors report F CFA 
308,441 ($ 1,060) as questioned costs in connection with payments 
made to the MSU secretary [or typing services. HQwever, the 
summary table on page 10 report!; the amount of quest'ioned costs 
associated with this finding a; F CFk 380,441 ( US $.1,307) This 
difference appears to have resuIt,d from a transposition error when 
the F CFA amount was transferr-ed to the summary report. 

The result of this transpositioni error is an overstatement of RIG
 
recommendation 1 by US $247. Please review this item and correct
 
it, if necessary, in the final report.
 

In accordance with the AIDAR Appendix H, the USAID/Senegal
 
Contracting Officer will forward the final audit report, when
 
received by the Mission, to the Contractor (MSU). Once the
 
outstanding issues are resolved, we will inform you.
 

Recommendation rios. 1, 2, 3 dId 8,
 

These recommendations are procedural and are not included in RIG's
 
follow-up system. The MSU Contract team has already left the
 
country and the contract has been concluded. Therefore, no follow
up action will be taken by USAID/Senegal.
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APPENDIX B 

TAXI FEES 

CHECK NUMBER AMOUNT DATE 

156344 32 850 10/08/88 

144099 126 550 18/08/89 

181681 43 840 10/10/89 

181701 41 355 14/11/89 

Cash 640 14/08/90 

Cash 2 350 06/03/91 

Cash 4 440 14/03/91 

Cash 2 200 23/04/91 

Cash 1 920 30/04/91 

Cash 1 300 30/04/91 

Cash 1 470 15/05/91 

Cash 8 690 04/06/91 

Cash 2 550 02/10/91 

Cash 2 450 02/10/91 

Cash 2 560 08/10/91 

Cash 1 400 11/10/91 

Cash 500 15/10/91 

Cash 6 000 28/11/91 

Cash 1 200 31/01/92 

Cash 1 500 10/02/92 

Cash 1 300 

TOTAL FCFA 287 065 



APPENDIX C
 

APPENDIX Cl- 1988
 

DATE AMOUNT TAXES 

01/89 29 121 4 231 

03/88 58 242 8 462 

07/88 87 363 12 693 

07/88 29 121 4 231 

09/88 8250 1198 

08/88 70580 3400 

10/88 87 363 12 693 

11/88 20490 3468 

10/88 158 880 26 400 

11/88 60 790 1 326 

08/88 23400 3400 

85 733 



APPENDIX C2- 11'39
 

DATE 

01/12/88 

02/01/89 

08/02/89 

09/03/89 

21/03/89 

18/04/89 

18/04/89 

31/05/89 

13/06/89 

06/07/89 

17/03/89 

22/08/89 

30/10/89 

21/11/89 

21/11/89 

TOTAL 

TAXES 


4 231 


4 231 


8 075 


275 


510 


245 


615 


25 728 


615 


2 550 


4 760 


6 300 


12 759 


12 979 


2 720 


86593
 

AMOUNT
 

29 121
 

29 121
 

55 575
 

3 990
 

27 960
 

9 040
 

7 566
 

154 368
 

8 400
 

125 740
 

178 080
 

96 300
 

93 860
 

77 872
 

18 720
 



APPENDIX C3- 1990-1991
 

DATE AMOUNT 

05/90 230 760 


06/90 41860 


03/90 313 316 


04/90 192 310 


05/90 154 368 


03/90 15 157 


08/90 12000 


11/90 143 145 


04/91 48 022 


02/91 34 427 


02/91 74 750 


05/91 46 668 


03/91 9000 


06/91 52 312 


09/91 172 800 


09/91 14609 


11/91 40000 


10/91 49 140 


10/91 14 222 


07/91 107 556 


02/91 207 900 


TOTAL 

TAXES 

38 460
 

6960
 

52 219
 

37 490
 

25 728
 

2 202
 

2400
 

42 586
 

3 142
 

2 252
 

17 250
 

3 053
 

630
 

3 423
 

28 800
 

3325
 

8000
 

3 215
 

3 282
 

18 874
 

34 650
 

337 941
 



APPENDIX C4- 1992
 

DATE 

02/92 

02/92 

11/91 

01/92 

01/92 

01/92 

02/92 

02/92 

02/92 

04/92 

03/92 

03/92 

03/92 

02/92 

04/92 

04/92 

04/92 

03/92 

TOTAL 

AMOUNT TAXES 

10640 1 740 

19 974 1 294 

35 115 3 850 

58 520 9 754 

975 163 

12 300 2 838 

977 145 86 940 

65 148 8 498 

2200 368 

4290 2348 

19696 5909 

53 302 6 952 

16000 2670 

10 970 1 683 

550 92 

1200 78 

50 465 7 365 

24 705 5 655 

148 197 
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