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INTRODUCTION AND SCOPE 

The 12-year old $2.8 million grant Assistance to Agriculture 
Project (No. 492-0189) in Indonesia has funded a wide range 
of technical assistance, commodities, and training activities 
in the agr~culture sector. 

Since inception in 1968, the project has been revised twice -
in 1975 and 1977. Originally, it was designed to strengthen 
the administration, organization and operation of Project 
Bimbingan Massal (BlMAS), an existing Indonesian agricultural 
credit and extension program. BlMAS' role was to promote 
increased food grain production through wide scale application 
of modern technology -- fertilizer, high yielding seeds, and 
other agriculture inputs. In early 1975, the project design 
was revised to expand its coverage to agricultural planning, 
that is, identifying agricultural projects, which contribute 
to the Government of Indonesia (GOI) and AID program objectives, 
while concurrently recognizing the GOI Department of Agriculture's 
implementation and coordinatjon capabilities. In 1977, the 
project design was further refined to specify that the project 
was to assist in the development of new agricultural programs 
and policies and corresponding increase in the Department of 
Agriculture's capability to design and implement such programs 
and policies. 

The oV2rall project goal has remained unchanged over its 12 
year life: the increase of agricultural production and 
rural incomes. 

Although the project was originally planned to be completed 
by fiscal year 1974, its completion date was extended in 1975 
and 1977. Both times the project design was revised, neces
sitating new project papers and their approval, and additional 
funding authorjzations. The estimated project completion date 
is February 1981. 



As of SL;~ember 30, 1979, the total funds authorized for 
the project were about $2.8 million. Of that amount about 
$2.7 million had been obligated and nearly all the funds 
were expended. The project funding component breakout as 
of September 30, 1979 was as follows: 

Cumulative Cumulative Unexpended 
Component Obligations Expenditures Balan'ce 

--·in thousands--

U.S. Personnel $1,200 $1,179 $21 
Participant 

Training 890 874 16 
Commodities 222 222 0 
Other Costs 371 371 0 --- --

Total $2,683 $2,646_ $37 

Over the life of the project about $100,000 was deobligated. 
At the time of our audit, no funds re~ained available for 
obligation and the unexpended balance WdS fully committed. 

The last audit report which '.;'::'U' ·'('0 tl.i,~ :)}~oject was issued 
in August 1976, "United St 2\t:L:",[I) :':1:;o.:iOI1 to Indonesia, 
Audit Report No. 9-497-76-30". T;lclt audit wU.s a comprehensive 
audit of all USAID/Indonesia ,,'r:. ~\'it- iJ'S a.nd did not contain 
any specific recommendations cC:iccr!1in~1 this project. In the 
current audit, we revic,'Jr;(' :}JT;,~::~. i.l('c:iv.Lties since Fiscal 
Year 1975, concentrarin'J !_'.L}.i'.,' : '/ ':, he)w they were managed, 
and whether they adhered to Tl10 r~0ulations and directives. 
We excluded a review of th.' r" ': '!ic\Li ,.1:\,:11 Rice Research 
Institute's (IRRI) contract:. l(\I' "1.~"):1::;1l1ti.n9 Services on 
Small Scale Agricul ture E(~llip[l\ent r:xtcn,3ion" because the 
contract is included in an oncJoinCJ scnarate audit of all 
IRRI contracts in Indonesia. 

vle examined records and files iJ t USA 10/ Indones ia, and discussed 
the proj ect and our f indi!1'Js h'i th concc cneo. USAID off icials. 
Their comments are included in the report as appropriate. 

STATEr1ENT OF FINDINGS AND P.ECOMMEND1\'l'IONS 

A. Success of Proj ect in ~lee_U.ng Its Obj ecti ves 

The overall objective of the Assistance to Agriculture 
project is twofold: 1) improve or strengthen the admin
istration, organization, and operations of BIMAS, the 
Indonesian agriculture credit and extension program, 
and 2) improve the Department of Agriculture's capabilities 
in agricultural planning, and the identification and 
implementation of new agricultural programs and. policies. 
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According to the February 1978 joint GOI/USAID Project 
Evaluation Summary, the project has been used ~ftect'
ively in both areas. We were able to confirm this 
statement to be valid then, and at the time of our 
audit. We found that $2.50 million out of $ .65 million 
(94 percent) of the assistance provided under the project 
was directe,d towards the pr jill " ·noject purpose, wi.th 
about $0.15 million (6 percent) having a less immediate 
relevance. We also establishe that prior to 1975, 
the BIMAS program received substantial technical assistance 
and the majority of the commodity assistance through tn8 
project. During a field visit to a Blt~S program seed 
farm, which received some assistance from this ~roject, 
we verified that equipment supplied prior to 1975 was 
still ;n use and being maintained. We were told th~t the 
~iorld Bank had assumed the pr imary donor role for the 
BIMAS program and tha~ AID has discontinued assistance. 

Since 1975, project funds have fi nanced a wide variety of 
technical assistance activit i e s . I n effect, the project 
has been a "catch all" for t he GO I' s Department of 
Agriculture. Proje~t funds purchased consultant services, 
ranging from fisheries deve l opment to small scale agriculture 
equipment extension. Funds were also used to support 
agriculture planning seminars , aud reports addressing 
Indonesia's agriculture ~tentia1. Pa rticipants trainees 
received financing for sh ~ t or long-te rm training in the 
United States and othe r cou ril8 , covering a wide range 
of subjects, as for ins tan ; _ g!ic ul ture Economics, Plant 
Breeding, Fisherjes Developme t, and Pest Control. Commo-
dities purchas ~ from proj e 'unds , since 1975, included 
11 vehicles, 2 utboard motor e Ls and a photo copier 
which are still in use at the~, 8 spect ive subproject 'sites. 

" The effectiveness of BIMAS h RS d jrni nished in recent years, 
according to USAID/Indones i , bu t t he organization is 
still in existence. 

In the second area, agricultur a l planning and new programs, 
the current project was u ~ed to identify 11 potential future 
projects, in the agriculture assistance category. Only one 
of the 11 proposals was considered as lacking viability. 
Nine of the remaining 10 projects were approved and funded, 
as separate projects, while t he t nth proposal was in the 
approval process at the time of ur review. Exhibit A 
lists these details of this $51 million effort, and ' reports 
on the status of each component, as of September 30, 1979. 

At the same time, the project has also funded several 
activities which are not directly compatible with its 
stated purpose. The activities and the amount of ~unding 
are described below: 
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Amount 
Provided 

S119,5l3 

$10,000 

$10,000 

$7,300 

$146,815 

Title 

Rural Dynamics 
Re~earch in East 
Java 

Training Center for 
Image Interpreta
tion 

Deepwater Well for 
Haros Research 
Station 

Operational Support 
for Cropping Systems 
Research 

Description of Activity 

Rural Development Planning, a 
research study, concentrating 
on a) rural production systems, 
b) labor force and employment, 
and c) rural institutions, with 
emphasis or inter relationships 
and identification of constraints 
on development. Funding for 12 
months. 

Construction of a building to 
be used as a laboratory and 
training center for aerial 
photography interpretation at 
Gajah Mada University. 

Drilling at exploratory deep
water -/ell and related equipment 
at the Agricultur2 k0search 
Institution at Maros, South 
Sulawesi. 

Two months operationai support 
for the Central Research Insti
tute for Agriculture's project 
on Cropping Systems in Southern 
Sumatra. 

According to USAID/Indon8sia officials, there exists an 
indirect linkage even between these four activities and the 
project's purpose. They stated that each sub-project contributed 
to the Department of Agriculture's abiliiy to plan better and 
implement new agriculture programs. 

Specifically, "Rural Dynamics Researrh" is being carried out by 
the only group in Indonesia capable of performing baseline 
social/economic investigations on which better agricultural 
planning can be based. USAID/Indonesia was consid~ring assist
ance to en~~re continuation of thlS research activity; thus 
some compatibility can be established at least indirectly, 
with the Project 497-0189'5 purpose. 

Likewise, the Training Center for I~age Interpretation is 
to be absorbed into another proposed USAID/Indonesia project 
on the use of aerial and satellite photography in agriculture 
planning. While aerial photographic data was available in 
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Indonesia, Gajah Mada university lacked a center for 
interpretation and trainiog. Because of aerial photo
qraphy's relevance to agricultural planning, this 
activity ties in indirectly to the project's purpose. 

The Agriculture ResE:- 11 Inst.itute at r1aros lacked an 
adequate water suppl} l/11ile fundinq of the well 
conltruction was only indirectly linked to the project 
purpose, the overall viability of the Institute tied 
directly to the project go~l -- the increase of agricultural 
production Anrl rural incomes. 

The last activity is also research related. The Cropping 
System Research project was being funded by other donors 
and the GOI, but a budget shortfa~l occurred because 
follow-on ~unds were tied up in project negoliations. 
To prevent a research stoppage, Assistance for Agriculture 
funds were used to make up the shortfall, because of the 
importance of crop research to agricultural improvements. 

USAID/lndonesiu officials further defend the support of 
these activities by citing the project's quick response 
capability to the GOI's needs, with an overall gain of 
goodwill between USl\I!) and GOr. 'The 1 g78 joint project 
evaluation commented specifically on these heneficial 
trends. 

Ne do not queG t ion t h~.' ne'_cd to fin lll. eL' the flh r s ub-proj ects 
identified in this sectiun. However, \>Je believe that current 
directions in project manaqcment require that each pI"oject 
has a discrete purpos,~ and thclt projPct funds should be 
directed to that purpose. w~ cnn accept USAID/lndonesia's 
position that these sub-projects cut! be linked indirectly 
to the project's [JurpOSLl ellle! (Jual 6tatem('lnt.~.;. But, we 
must al so disc los e ac!.iU[lS whJ.ch dov ia te [rom publ ished 
directives. We believe thflt th0 project's purpose state
ments should be writterl to cover all the sub-projects 
funded under t.he pn)jo.ct lind that th,~ project office should 
i~sure that proposed :; ub-pro j f"',,: t: r,; call be eli rect ly 1 inked to 
the project's purpose. 

Recon~endation No. 1 

We rc-oconlllwnd lhd. t USAID/ Indone~ia 
instruct pro-ject officers that 
project inputs should be directly 
linked to the approved project pur
pose statements or that the statement 
be revised to incorporate the sub
project (s) • 
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Sub-project_ Extension Overlooked 

The $119,515 grant for "Ru"!:".:::.J Dynamics Research" was 
to be fully disbursed and acco'l'.tec1 for U}' March 1, 
1979, according to the Letter o. Agreement. Excess 
funds, if any, were to be returned to USAID/lndonesia. 
The study was to be continuf'd under another USAID/ 
Indonesia projoct, whosr ~uthorization was still bein~ 
finalized at the time of our audit. 

Apparently, t_he project ""as extcndpd until the grant 
funds were fully utilized. The first accounting of grant 
funds was submitted in ()c:ct"2nu)or- 1979 and it showed 
expenditures through November 1979. According to USAID/ 
Indonesia officials, they had held several discussions with 
the grantee about fundinq the cOIltinuation of the research 
group's activities. While no formal memoranda were prepared, 
all parties agreed that the project should be extended. 

The grantee had prepared numerous reports since the study 
began, and had complied with VSAID/lndonesia requirements 
on submitting these reports. USAID/lndonesia was satisfied 
with the reports submitted. 

Since USAID/Indone~iu concurred ~Lth all extension beyond the 
date set out in tho ~etter of Agreement, the grantee was 
not at faul tin con t inu in,! to expend the grant funds. How
ever, USAID/lndonesia should have concurred formally. We 
believe that (;5AID/ Indo!l'?"; ~ d ~lhoulc1 review the grantee's 
recent progress and f()rI',,1~:,' . ;-:tcnc: the project to cover 
all expenditures lwyml :;,;','1 1, 1979, if warranted. In 
the event the :hS:3io!' Jl'I'J!~"":::, It should request a 
refund of the March I, 1919 unused balance. 

Recommenc1ation No. 2 

\'1e re COf.!TIt,_, I!cl Uld: USAID/Inc1onesia 
review the progress of the grantee 
and forrlally extend the project 
to authorize the eXl-lcnditures under 
the project since March], 1979. 
Conversely, if USAID/lndonesia does 
not agree to this extension, it should 
re~uest a refund of the unused grant 
funds balance as of March I, 1979. 

B. Accounting for Sub-project Advances 

Four sub-projects, funded uJlder Assistance to Agriculture, 
obtained advances for operational putposes. At the 
beginning of our audit, only two accounting reports on 
the use of thes~ funds had been obtained by USAID/Indonesia. 
During our audit, the project officer requested and received 
the remaining two reports. 
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In the course of our examination of the internal controls 
and procedures governing advances for sub-projects, we 
determined that USAID/lndonesia does not have automati.c 
follow-up procedures to detect delinquent expenditure 
reports. 

The remaining tvlO report s W€Je past due by more than 9 
months. The sub-project's advances were for Rural Dynamics 
Research in East Java -- Sli9,515-- and the Agriculture 
Research Institute at Maros -- $7,300. Both accountability 
reports were due in ~Grch 1979, according to the respective 
Letters of Agreement. 

Recommendation No.3 

tve recornmend that USAID/Indonesia 
establish a follow-up procedure for 
advances to sub-projects enabling the 
Controller's Office to inform project 
officers whenever such accounting is 
30 days past due. The project officer 
should routinely contact recipients 
of advances and obtain an adequate 
accounting of expenditures, together 
with refunds of unused funds. 

The project officer for this project has followed the 
practice of submitting expenditure reports for sub
pro jects to the Con t H' 1 J. ';- I s Of f ice for financial 
analysis. 

The December J.97lJ accoullting report for Rural Dynamics 
Research did not contain receipts or vouchers supporting 
about $112,000 of expenditures. The project office sub
sequently requested and received the documents supporting 
the reported expenditures. Until these are reviewed, 
we cannot attest to the validity of the expenditures. 
However, the .;1ccountin;:! H:port did show the expenditures 
charged again~t the approvod budget line items for the 
sub-project. 

In the case of another advance of $18,500 for an agriculture 
planning course, the financial anQlyst questioned five 
expenditures totallin0 less than $250 and requested more 
information. While the project officer stated that these 
questions were adequately resolved, no record of the 
resolution was in the project files. Subseq~Q~tly, the 
project officer requested a report on these five questioned 
expenditures. 

Since the project office is taking corrective action, we 
are not making a recommendation for improving expenditure 
documentation. 
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c. Participant Training 

Since inception in 1968 through September 1979, Assistance 
to Agriculture has contributed to the funding of about 
169 participant trainees. The vast majority -- 156-
participants were sent for short term training and the 
balance -- 13-- were involved in long term/academic 
degree training. 

During fiscal years 1975 through 1978, 44 participants 
were sent for training under the project -- 36 participants 
for short term training and 8 for long term training. 
We selected 13 participants to determine whether: 

I} training was completed, 
2} the trainee returned to Indonesia, and 
3} the trainee was still in a position to 

utilize the training received. 

We found that 11 of the 13 participants had completed 
their training program, returned to Indonesia and were 
reported to be in positions commensurate with their 
training. The remaining two participants, were still 
enrolled in their training programs. 

For 11 participants who had returned, the training 
office had current data on 10 participants and their 
positions. One trainee, who had returned from a one 
mon~h observational tour, had not responsed to USAID/ 
Indonesia since he had returned in August 1976. 

The USAID/Indonesia participant training follow-up 
program relies heavily on the participant response to 
a questionnaire. Since only one of the 11 r8turned 
participants selected had not responded, we are not 
making a recommendation on this point. 

The Participant Training Handbook (AID Handbook 10) 
states that successive academic degrees are not programmed, 
and exceptions require full justification. We found that 
USAID/Indonesia had programmed one participant, under 
Assistance to Agriculture, to obtain a masters degree 
and a doctorate. We were unctble to find a written 
justification for progra~TIing the successive degrees. 

A senior training official informed us that it has been 
the practice of USAID/lndonesia to prepare the Project 
Implementation Order/Participant (PIO/P) showing successive 
degrees when the position the participant is scheduled 
to return to benefits by the higher qualification. He 
pointed out, however, that it is not automatic that 
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a participant would obtain the successive degree. In 
the case in point, the participant would have to maintain 
a high academic standing to warrant acceptance into a 
doctoral program. Further, this sEccessive training is 
subject to fund availability. 

In our opinion, the requirements of the Handbook must be 
followed more closely. If successive degrees for participants 
are warranted, then USAID/lndonesia should back up the 
merits of its case with a written justification. 

Recommendation No.4 

{ve recommend that USAID/lndonesia identify 
all participants programmed for successive 
academic degrees and justify them in writing. 

Clarification Needed on Paying Amenitv Service 
Charges on Contractor-Administered Participants 

All A!D participant trainees are included in compulsory 
"amenity service" contracts which include: Health 
insurance, information and motivation materials, education 
resource materials, training and evaluation, and port of 
entry reception and orientation. The basic charge for 
these services has been set at $50 per month for each 
trainee, and is payable to the AID master disbursing 
account. 

AID's guidance on this subject is contained in AIDTO 
Circular A-53 "Participant Training - Cost Procedures 
for Contractor Administered Participants" dated February 
6, 1977. It requires USAIDs to report quarterly on the 
Summary of Allotment Ledger Transactions and Reconciliation 
with Disbursing Officer's Account (U-IOI Report) the 
accrued expenditures applicable to participants under 
contractor-administered programs. These funds are to 
be identified separately and the "U-I01's" footnoted 
showing the contract number, contractor's name, cost being 
accrued, and the number of person-months of training. 

Under Assistance to Agriculture, two participants were 
sent to a contractor-administered training program -
Benchmark Soils (AID/TA-C-II08). Respective PIO/P's 
were completed by USAID/lndonesia, identifying "Assistance 
to Agriculture" as the project and allocating $600 for 
each participant to fund the compulsory services. These 
PIO/P's cite that the $600 was transferred to the master 
disbursing account, in accordance with the AIDTO Circular 
A-53. 

According to the Controller's Office personnel, they had 
not reported the accrued expenditures on the "U-IOl Report", 

-9-



becaule they believe that thele tundl Ihould be charqed 
aqainst the AID/walhington contract or tundl. Thele 
otticials explained that the PIO/PIs citi~g ASlistance 
to Agriculture were memorandum PIO/P's and not sub
obligating PIO/P's. Therefore, no funds were obligated 
under. the project and no funds could be transferred. 
We were told that no questions have been raised by AID/ 
Washington on either these two PIO/P's or the absence 
of any accrual on USAID/lndonesia's "U-lOl Report." 

We believe that USAID/lndonesia should ask AID/Washington 
whether these funds were transferred to the AID master 
disbursing account, as advised by these PIO/P's. Further, 
AID/Washington should be asked if USAID/lndonesia has 
any procedural requirement to report these charges on 
its "U-lOl Report", as footnoted items. 

Hecommendation No.5 

We recommend that USAID/Indonesia 
ask AID/Washington (a) whether 
the funds for amenity services on 
contractor-administered programs 
were transferred to the AID master 
disbursing account, and (b) if the 
!Hssion should be reporting these 
accruec expenditures on its "U-lOl 
Report." 
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EXHIBIT A 

USAID/Indonesia 
Status of Project 497-0189 Related Agricultural Assistance Projects 

September 30, 1979 

Project Number Title 
Authorized 

Funding 

497-0198 

497-0236 

497-0265 

497-0286 

497-0244 

497-0238 

497-0242 

497-0312 

Planned 

Agricultural Research 

Brackish Water Fisheries Production 

Agriculture Development Planning 
and Administration 

Small Scale Fisheries Development 

Luwu Area and Transmigration 
Development 

Area Development Project Planning 

Sederhana Irrigation a~d Land 
Development I 

Land Mapping and Titling 

Small Scale Agriculture 
Equipment Extensio~ 

Agro-Economic Survey (Studies) 

Total 

in thousands 

$ 2,166 

217 

7,300 

1,500 

15,000 

408 

23,700 

500 

(Funded through 
AID/W) 

N.A. 

$50,791 

Status 
09/30/79 

on going 

on going 

on going 

on going 

on going 

completed 

on going 

on going 

on going 

Project Paper 
prepared 



REPORT RECIPIENTS 

USAID/Indonesia 

Director 5 

AID/W 

Deputy Administrator 1 

Bureau for Asia: 

OTHER 

Assistant Administrator 1 
Deputy Assistant Administl"ator (Audit 

Liaison Officer) 1 
Office of Indonesia and South Pacific/ 

ASEAN Affairs 1 

Bureau of Development Support: 
Office of Development Information 
and Utilization (DS/DIU/DI) 4 
Office of International Training (DS/IT) 1 

Bureau for Program and Management Services: 
Assistant Administrator (AA/SER/W) 5 

Office of the Auditor General: (AG) 1 

Auditor General (AG) 1 
Executive Management Staff (AG/EMS) 12 
Policy, Plans & Programp (AG/PPP) 1 

Office of Legislative Affairs 1 
Office of Financial Management (OFM) 1 
Office of the General Counsel 1 

Area Auditor General: 

AAG/Nashington 
AAG/Africa (East) 
AAG/Egypt 
AAG/Latin America 
AAG/Near East 

1 
1 
1 
1 
1 

Auditor General, Inspections and Investigations 
Staff (AG/IIS/Mani1a) 1 



TO 

Wf_. , ....... ,t 

... ,IAt'.lI"'" _ ......... " 
.... , .. 

UNITED STATES GOVERNMENT 

Memorandum 
Mr. Thomas C. Niblock, Director 
USAID/lndon~~j 

7,...i~ C.~ 
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DATE: February 20, 1980 

IUBJECT: Memorandum Audit Report No. 2-';97-80-8 
Assistance to Aqriculture Project No. 497-0189 

INTRODUCTION AND SCOPE 

The 12-year old $2.8 million grant Assistance to Agriculture 
Project (No. 492-0189) in Indonesia tas funded a wide range 
of technical assistance, co~~odities, and training activities 
in the agriculture sector. 

Since inception in 1968, the project :1as been revised twice -
in 1975 and 1977. Originally, it WctS designed to strengthen 
the administration, organization and operation of Project 
Birnbingan Massal (BlMAS), an existing Indonesian agricultural 
credi t and extension program. BU1AS' role was to prcmote 
increased food grain production through wide scale application 
of modern technology -- fertilizer, high yielding seeds, and 
other agriculture inputs. In early 1975, the project design 
was revised to expand its covera9c to agricultural planning, 
that is, identifying agricultural projects, which contribute 
to the Government of Indonesia (GOI) ar.d AID program objectives, 
while concurrently recognizing the GOI Department of Agriculture's 
implementation and coordination capabilities. In 1977, the 
project design was further refined to specify that the project 
was to assist in the development of new agricultural programs 
and policies and corresponding increase in the Department of 
Agriculture's capability to design and implement such programs 
and policies. 

The overall project goal has remained unchanged over its 12 
year life: the increase of agricultural production and 
rural incomes. 

Although the project was originally Flanned to be completed 
by fiscal year 1974, its completion date was extended in 1975 
and 1977. Both times the project design was revised, neces
sitating new project papers and their approvaJ. and additional 
funding authorizations. The estimated project w~mpletion date 
is February 1981. 



As of September 30, 1979, the total funds authorized for 
the project were about $2.8 ~jllion. Of that amount about 
$2.7 million had been obligated ,:Dd nearly all the funds 
were expended. The pru -i c:r:t "1:- J 1 ';'J '.:o.lponent breakout as 
of September 30, 1979 was as follows: 

Component 

u.S. Personnel 
Participallt 

Training 
Conunodities 
Other Costs 

Toeal 

Cumulative 
Oblioations 

$1,200 

890 
222 
371 

$2,683 

Cumulntive Unexpended 
ExpencU tures Balan'ce 

- --.i n tl:ousands--

$1,17':1 $21 

874 16 
222 0 
371 0 --- --

$2,646 $37 

Over the life of the project about $100,000 was deobligated. 
At the time of our audi t, no funos n rnained available for 
obligation and the une;<~)('n(lcd balanc<_ was fully committed. 

The last audit report which (~(_,\( lr'cl t 1 i;: :il:Oj eet was issued 
in August 1976, "United Stat',< "J'-, !,:i.:;siori to Indonesia, 
Audit Report No. 9-497-76-30". ThQt audit was a comn~ehensive 
audit of all USl\ID/lndonesi.:l "rtiviti<'s ::md did not, .tain 
any specific recommendations C"oncerniny this project _ In the 
cur.cent audit, we revi(~tt:('c~ :'j-r-"<.;cr_ dc+.:ivities since Fiscal 
Year 1975, concentratin:J !'L' _;;1 h:y,l t.hpy were managed, 
and whether they adhered to A[J regulations al.d d~rectives. 
We eXCll.lded a review of th:.:' [r ~C! __ LClt: ullal Rice Res..;arch 
Institute's (IRRI) contract:. fc,'CoLsul:ing Services on 
Small Scale Agricul ture EquipMent Exten~3ion" because the 
contract is included in an onqoin9 selJ(Jr.Jte audit of all 
IRRI cOl1tracts in Indonesia. 

\,1e examined records and files at USAID/Indonesia, and discussed 
the project and our fiiluings v-lith cO:1c('rned USAID officials. 
Their comments are incluc1ec'l i;l the rcporl.: as appropriate. 

STATEr1ENT OF FINDINGS AND RECOMI1ENDA'I'IONS 

A. Success of Project in :le~_ti:.:'1CJ Its Objectives 

The overall objective of the Assistance to Agriculture 
project is twofold: 1) improve or strengthen the admin
istratioL, organization, and operations of BIMAS, the 
Indonesian agriculture credit and extension program, 
and 2) improve the Department of Agriculture's capabilities 
in agricultural planning, and the identification and 
implementation of new agricultural programs and. policies. 
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According to the February 1978 joint GOI/USAID Project 
Evaluation Sununary, the project has been used effect
ively in both areas. We were able to confirm this 
statement to be valid then, and at the time of our 
audit. We found that $2.50 million out of $2.65 million 
(94 percent) of the assistance provided under the project 
was directed towards the primary project pu~pose, with 
about $0.15 million (6 percent) having a less immediate 
relevance. We also established that prior to 1975, 
the BIMAS program received substantial technical assistance 
and the majority of the commodity assistance through the 
project. During a field visit to a Bn1AS program seed 
farm, which received some assistance from this project, 
we verified that equipment sup?lied prior to 1975 was 
still in use and being maintained. We were told th~t the 
World Bank had assumed the primary donor role for the 
BIMAS program and that AID has discontinued assistance. 

Since 1975, project funds have financed a wide variety of 
technical assistance activities. In effect, the project 
has been a "catch all" for the GOI's Department of 
Agriculture. Project funds purchased consultant services, 
ranging from fisheries development to small scale agriculture 
equipment extension. Funds were also used to support 
agriculture planning seminars, and reports addressing 
Indonesia's agriculture potential. Participants trainees 
received financing for short or long-term training in the 
United States and other coul:Lries, covering a wide range 
of subjects, as for instance Aqriculture Economics, Plant 
Breeding, Fisheries Developmel~t I and Pest Control. Commo
dities purchased from prJject funds, since 1975, included 
11 vehicles, 2 outboard motor sets and a photo copier 
which are still in use at the respective subproject sites. 

The effectiveness of BIMAS has diminished in recent years, 
according to USAID/lndonesia, but the organization is 
still in existence. 

In the second area, agricultural planning and new programs, 
the current project was used to identify 11 potential future 
projects, in the agriculture assistance category. Only one 
of the 11 proposals was considered as lacking viability. 
Nine of the remaining 10 projects were approved and funded, 
as separate projects, while the tenth proposal was in the 
approval process at the time of our review. Exhibit A 
lists these details of this $51 million effort, and reports 
on the status of each component, as of September 30, 1979. 

At the same time, the project has also funded several 
activities which are not directly compatible with its 
stated purpose. The activities and the amount of funding 
are described below: 
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Amount 
Provided 

$119,515 

~lO,OOO 

$10,000 

$7,300 

$146,815 

Title 

Rural Dynamics 
Research in East 
Java 

Training Center for 
Image Interpreta
tion 

Deepwater Well for 
~1aros Research 
Station 

Operational Support 
for Cropping Systems 
Research 

Description of Activity 

Rural Development Planni'lg ~ a 
research study, concent.ating 
on a) rural production systems, 
b) labor force and employment, 
and c) rural institutions, with 
emphasis on inter relationships 
and identification of constraints 
on development. Funding for 12 
months. 

Construction of a building to 
be USGd as a laboratory and 
training center for aerial 
photography interpretation at 
Gajah Mada University. 

Drilling at exploratory deep
water well and related equipment 
at the Agriculture Research 
Institution at Maros, South 
Sulawesi. 

Two months operational support 
for the Central Research Insti
tute for Agriculture's project 
on Cropping Systems in Southern 
Sumatra. 

According to USAID/Indonesia officials, there exists an 
indirect linkage even between these four activities and the 
project's purpose. They stated that each sub-project contributed 
to the Department of Agriculture's abiliiy to plan better and 
implement new agriculture programs. 

Specifically, "Rural Dynamics Research" is being carried out by 
the only group in Indonesia capable of performing baseline 
social/economic investigations on which better agricultural 
planning can be based. USAID/Indonesia was considering assist
ance to ensure continuation of this research activity; thus 
some compatibility can be established at least indirectly, 
with the Project 497-0189's purpose. 

Likewise, the Training Center for Image Interpretation is 
to be absorbed into another proposed USAID/Indonesia project 
on the use of aerial and satellite photography in agriculture 
planning. While aerial photographic data was available in 
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Indonelia, Gajah Mada University lacked a center for 
interpretation and training. Because of aerial photo
qraphy'l relovanco to ngricultural planning, this 
activity tics in indirectly to the project's purpose. 

The Agr icul tun) RElSLlIHChl n t3 t 1. tuttI n l' rll'1.t"OB Uwl<ed an 
adequate water t3uPl?ly. l'lh l.le fundine,! of tho wall 
construction was only indirectly linked to the proj~ct 
purpose, the overall villbi U,ty of the Institute tied 
directly to the pt'o:lcct gc-',ll -- tho increase of agricultural 
production and rUt"lll incQlnlHi. 

The last activity is als~ r~Bearch related. The Cropping 
System Research project was being funded by other donors 
and the GOr, but: d budget shortfall occurrou beClluse 
follow-on funds W(lrc.~ t:Lt~d up in pl'.'uject ncgoUnt.loIlB. 
To prevent 0 rasonr~h atoppage, ABai~t~nc~ for Agriculture 
funds were uElod to mil~o up the shCJrtfall, bnCI.H1F.lt! of the 
importlnce of crop research to ngriculturnl Jnlprovumonts. 

USAID/lndoncalD. officials further de fond th(~ ~1Upport of 
these activities by citing the projcct'u yuick responae 
capability to the GOl' 8 rweds, w:l.th lin ovorr.1l1 gain of 
goodwill botwef.'ln Ut,AID {lnd GOI. 'rho 1978 joint project 
evaluation commonLI.;ld Hpwcif.i.<':1:t1l.y ~1!\ chest! b(lneficial 
trends. 

Ne do not question the' IHl(lc! to f:,in"nc..:e tho foul: sub··projects 
identified 1n thl G section. llo\,/ove,r, wo beu'()vo that current 
directions in proj~ct lllrlTl<'lgoment rOlluir.o that ol1ch project 
has a discrete.1 purpc>so ,:lnd th,lt projoct funds should be 
directed to that purpo!w. ~I(' CI)n twcopt USAID/Lndoneaia' 8 
position that thoso 8ub-p~ojscts con be linkad indirectly 
to the project's purpose dnd goal statements. But, we 
must also disclose actions which deviate fr.om published 
directives. We believe that tho project's purpose state
ments should be written to cover all the sub-projects 
funded under the projoct nnd that the project office should 
insure that proposed Bub-projocts cnn be directly linked to 
the project's purpose. 

Recommendation No. 1 

We recommend that USAID/ Indonesia 
instruct proiect officers that 
project inputs should be directly 
linked to the approved project pur
pose statements or that the statement 
be revised to incorporate the sub
project (s) . 
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Sub-project Extension Overlooked 

The $119,515 grant for "Rural Dynamics Research" was 
to be fully disbursed a~d accounted for by March I, 
1979, according to the Letter of Agreemen. Excess 
funds, if any, were to be returned to USAID/lndonesia. 
The study was to be continucd under another USAID/ 
Indonesia project, whoso. authorization was still 0eing 
finalized at the time of our ~udit. 

Apparently, the project was extended until the grant 
funds were fully utilized. The first accounting of grant 
funds was submitted in DecerrU)er 1979 and it showed 
expenditures through November 1~79. According to USAID/ 
Indonesia officials, they had held several discussions with 
the grantee about fundinq the continuation of the research 
group's activities. While no formal memoranda were prepared, 
all parties agreed that the project should be extended. 

The grantee had prepared numerous reports since the study 
began, and had complied with USAID/lndonesia requirements 
on submitting these reports. USAID/lndonesia was satisfied 
with the reports submitted. 

Since USAID/lndonesia concur rod with an extension beyond the 
date set out in the Letter of Agreement, the grantee was 
not at fault in continuing to expend the grant funds. How
ever, USAID/lndonesia shoul1 have concurred formally. We 
believe that USAID/lndon~6~~ should review the grantee's 
recent progress and fo rHld J 1 Y extend the proj ect to cover 
all expenditures beyond tl~r('h 1, 1979, if warranted. In 
the event the >1i8 S ion d i~. 1qrees, it should request a 
refund of the !1urch 1, 1979 unused balance. 

Recommendation No. 2 

l'le reconlrnend tha t USA 10/ Inclones ia 
review the progress of the grantee 
and formally extend the project 
to authorize the expenditures under 
the project since March 1, 1979. 
Conversely, if USAID/lndonesia does 
not agree to thi3 extension, it should 
reC]uest a rc:':und of the unused grant 
funds balance as of March 1, 1979. 

B. Accounting for Sub-project Advances 

Four sub-projects, funded under Assistance to Agriculture, 
obtained advances for operational putposes. At the 
beginning of our dudit, only two accounting reports on 
the use of these funds had been obtained by USAID/Indonesia. 
During our audit. the project officer requested and received 
the remaining two reports. 
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In the course of our examination of the internal controls 
and procedures governing advances for sub-projects, we 
determined that USAI~/Indonesia does not have automatic 
follow-up procedures to detect delinquent expenditure 
reports. 

The remaining two reports were past due by more than 9 
months. The sub-project's advances were for Rural Dynamics 
Research in East Java -- $119,515-- and the Agriculture 
Research Institute at Maras -- $7,300. Both accountability 
reports were due in '1arcl1 197'), according to the respective 
Letters of Agreement. 

Re8ommendation No. 3 

\ve recommend the. t USAID/ Indones ia 
establish a follow-up prucedure for 
advances to sub-projects enahliDg the 
Controller's Office to inforn project 
off icers whenever such accou~lting is 
30 days past due. The project officer 
should routinely contact recipients 
of ad/ances and obtain an adequate 
accou~ting of ex?enditures, together 
wi th re:t>l! (:s of unused funds. 

The project officer for this project has followed the 
practice of submitting expenditure reports for sub
projects to the Control] f'r I s Office for financial 
analysis. 

The December 1979 acco~~ting report for Rural Dynamics 
Research did not contain recei.pts or vouchers supporting 
about $112,000 of cxpe~ditures. The project office sub
sequently requested and received the documents supporting 
the reported expenditures. Until these are reviewed, 
we cannot attest to the validity of the expenditures. 
However, the ?ccountir'~ report did show the expenditures 
charged again~t the approv~ct bu~get line items for the 
sub-project. 

In the case of another advance of $18,500 for an agriculture 
planning course, the ftnancial analyst questioned five 
expenditures totalling l~ss than $250 and requested more 
information. Ivhile the project officer stated that these 
questions were adequately resolved, no record of the 
resolution was in the project files. Subsequently, the 
project officer requested a report on these five questioned 
expenditures. 

Since the project office is taking corrective action, we 
are n~t making a recommendation for improving expenditure 
documentation. 
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C. Participant Training 

Since inception in 1968 th~ough September 1979, Assistance 
to Agriculture has contributed to the funding of about 
169 participant trainees. The vast majority -- 156-
participants were sent for short term training and the 
balance -- 13-- were involved in long term/academic 
degree training. 

During fiscal years 1975 through 1978, 44 participants 
were sent for training under the project -- 36 participants 
for short term training and 8 for long term training. 
We selected 13 participants to determine whether: 

1) training was completed, 
2) thp. trainee returned to Indonesia, and 
3) the t~ainee was still in a position to 

utilize thp training received. 

We found that 11 of the 13 participants had completed 
their training program, returned to Indonesia and were 
reported to be in positions corrmensurate with their 
training. The remaining two participants, were still 
enrolled in their training programs. 

For 11 participants who had returned, ~h8 training 
office had current data on 10 participants and their 
posjtions. One trainee, who had returned from a one 
month observational tour, ha6 not responsed to USAID/ 
Indonesi~ since he had returned in August 1976. 

ThE:: USAJD/Illdonesia partic.ip3.nt training follow-up 
program relies heavily on the participant response to 
a questionnaire. Since only one of the 11 returned 
participants selected had not responde~, we are not 
making a recorrunf'ndation on +:'1is point. 

The Participant Training Ha~dbook (AID Handbook 10) 
states that successive academic degrees are not prograrruned, 
and exceptions require full justification. We foune. that 
USAID/Indonesia had programned one participant, under 
AssistaDce to Agricult~re, to obtain a masters degree 
and a doctorate. We were unable to find a written 
justification fo~ prograrruning the suc~essive degrees. 

A senior training official inf0rmed us that it has been 
the practice of USAID/lndonesia to ~repare the Project 
Implementation Order/Participant (PIO/Pj showing successive 
degrees when the position the participant is scheduled 
to return to benefits by the higher qUGlifi~ation. He 
pointed out, however, that it is not automatic that 
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a participant would obtain the successive degree. In 
the case in point, the participant would have to maintain 
a high academic standing to warrant acceptance into a 
doctoral program. Further, this successive training is 
subject to fund availability. 

In our opinion, the requirements of the Handbook must be 
followed more closely. If successive degrees for partibipants 
are warranted, then USAID/lndonesia should back up the 
merits of its case with a written justification. 

Recommendation No.4 

Ne reconunend that USAID/lndonesia identify 
all participants programmed for successive 
academic degrees and justify them in writing. 

Clar ification Needed on Paying Amenity SerJice 
Charges on Contractor-Adrnrnrstered Participants 

All AID participant trainees are included in compulsory 
"amenity service" contracts which include: Health 
insurance, inforMation and motivation materials; education 
resource materials, training and evaluatio~, and port of 
entry reception and orientation. The basic charge for 
these services has been set at $50 per month for each 
trainee, and is payable to the AIr master disbursing 
account. 

AlDis guidance on this subject is contained in AIDTO 
Circular A-53 "Participant Training - Cost Procedures 
for Contractor Administered Participants" dated February 
6, 1977. It requires USAIDs to report quarterly on the 
Summary of Allotment Ledger Transactions and Reconciliation 
with Disbursing Officer's Account (U-IOI Report) the 
accrued expenditures applicable to participants under 
contractor-administered programs. These funds are to 
be identifiE.d separately and the "U-I01's" footnoted 
showing the contract Ilumber, contracto .. ·' s name, cost being 
accrued, and the number of person-months of training. 

Under Assistance to Agriculture, two participants were 
sent to a contractor-administered training program -
Benchmark Soils (AID/TA-C-II08). Respective PIO/P's 
were completed by USAID/lndonesia, identifying "Assistance 
to Agriculture" as the project and allocating $600 for 
each participant to fund the compulsory services. These 
PIO/P's cite that the $600 was transferred to the master 
disbursing ~ccount, in accordance with the AIDTO Circular 
A-53. 

According to the Controller's Office personnel, they had 
not reported the accrued expenditures on the "U-lOl Report", 
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because they believe that theae fundi should be charged 
against the AID/Washington contract or fun~s. These 
officials explained that the PIO/P's citi~g Assistance 
to Agriculture were memorandum PIO/P's and not sub
obligating PIO/P's. Therefore, no funds were obligated 
under the project and no funds could be transferred. 
We were told that no questions have been raised by AID/ 
Washington on either these two PIO/P's or the absence 
of any accrual on USAID/lndonesia's "U-10l Report." 

We believe that USAID/lneonesia should ask AID/Washington 
whether these funds were transferred to the AID master 
disbursing account, as advised by these PIO/P's. Further, 
AID/Washington should be asked if USAID/lndonesia has 
any procedural requirement to report these charges on 
its "U-10l Report", as footnoted items. 

Recommendation No.5 

We recommend that USAID/lndonesia 
ask AID/Washington (a) whether 
the funds for amenity services on 
contractor-administered programs 
were transferred to the AID master 
disbursing account, and (b) if the 
Mission should be reporting these 
accrued expenditures on its "U-10l 
Report." 
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EXHIBIT A 

USAID/Indonesia 
Status of Project 497-0189 Related Agricultural Assistance Projects 

September 30, 1979 

Project Number Title 
Authorized 

Funding 

497-0198 

497-0236 

497-0265 

497-0286 

497-0244 

497-0238 

497-0242 

497-0312 

plllnned 

Agricultural Research 

Brackish Water Fisheries Production 

Agriculture Development Planning 
and Administration 

Small Scale Fisheries Development 

Luwu Area and Transmigration 
Development 

Area Development Project Planning 

Sederhana Irrigation and Land 
Development I 

Land Mapping and Titling 

Small Scale Agriculture 
Equipment Extension 

Agro-Economic Survey (Studies) 

Total 

in thousands 

$ 2,166 

217 

7,300 

1,500 

15,000 

408 

23,700 

500 

(Funded through 
AID/W) 

NeA, 

$50,791 

Status 
09/30/79 

on going 

on going 

on going 

on going 

on going 

completed 

on going 

on going 

on going 

Project Paper 
pxepared 



REPORT RECIPIENTS 

USAID/lndonesia 

Director 5 

AID/W 

Deputy Administrator 1 

Bureau for Asia: 

OTHER 

Assistant Administrator 1 
Deputy Assistant Administrator (Audit 

Liaison Officer) 1 
Office of Indonesia and South Pacific/ 

ASEAN Affairs 1 

Bureau of Development Support: 
Office of Development Information 
and Utilization (DS/DIU/DI) 4 
Office of International Training (DS/IT) 1 

Bureau for Program and Ma,agement Services: 
Assistant Administrator (AA/SER/W) 5 

Office of the Auditor General: (AG) 1 

Audi tor General (hG) 1 
Executive Management ~taff (AG/EMS) 12 
Policy, Plans & Programs (AG/PPP) 1 

Office uf Legislative Affairs 1 
Office of Financial Management (OFM) 1 
Off~ce of the General Counsel 1 

Area Auditor General: 

A2\G/t~ashington 
AAG/Africa (East) 
AAG/Egypt 
AAG/Latin America 
AAG/Near East 

1 
1 
1 
1 
1 

Auditor General, Inspections and Investig~tions 
Staff (AG/IIS/Manila) 1 
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Memorandum 
Mr. Thomas C. Niblock, Director 
USAIDI.IndOn;¥j 

:7 ~If C ~~{<'A.(}L-r-' 
Fred t. Shaver, AAG/EA 

DATE: February 20, 1980 

SUBJECT: Memorandum Audi t Report No. 2-497-80-8 
Assistance to Agriculture Project No. 497-0189 

INTRODUCTION AND SCOPE 

The 12-year old $2.8 mililon grant Assistance to Agriculture 
Project (No. 492-0189) in Indonesia has funded a wide range 
of technical assistance, commodities, and training activities 
in the agriculture sector. 

Since inception in 1968, the project has been revised twice -
in 1975 and 1977. Originally, it was design8d to strengthen 
the administration, organization and operation of Project 
Bimbingan Massal (BIMAS), an existing Indonesian agrisultural 
credit and extension program. BIMAS' role was to promote 
increased food grain production through wide scale application 
of moderi: technology -- fertilizer, high yielding seeds, and 
other agriculture inputs. In early 1975, the project design 
was revised to 2xpand its coverage to agricultu~al planning, 
that is, identifying agricultural projects, whicl' contribute 
to the Government of Indonesia (GOI) and AID prcsram objectives, 
while concurrently recognizing the GOI Departme~t of Agriculture's 
implementation and coordination capabilities. In 1977, the 
project design was further refined to specify that the project 
was to assist in the development of new agricultural programs 
and policies and corresponding increase in the Department of 
Agriculture's capability to design and implement such programs 
and policies. 

The overal_ project goal has remained unchanged over its 12 
year life: the increase of agricultural production and 
rural incomes. 

Although the project W,IS originally planned to be completed 
by fiscal year 1974, its completion date was extended in 1975 
and 1977. Both times the project design was revised, neces
sitating new project papers and their approval, and additional 
funding authorizations. The estimated project completion date 
is February 1981. 



As of September 30, 1979, the total funds authorized for 
the project were about $2.8 million. Of that amount about 
$2.7 million had been obligated and nearly all the funds 
were expended. The project funding component breakout as 
of September 30, 1979 was as follows: 

Cumulative Cumulative Unexpended 
Component ObligcJtions Expenditures Balance 

--in thousands,--

U.S. Personnel $1,200 $1,179 $21 
Participant 

Training 890 874 16 
Commodities 222 222 ° Other Costs 371 371 ° ---

Total $2,683 $2,646 $'; 7 ----

Over the life of the project about $100,000 was deobligated. 
At the time of our audit, no funds remained available for 
obligation and the unexpended balance was fully committed. 

The last audit report which cov~red this project was issued 
in August 1976, "United StaL,c" . .\Jl) !·li:;sion to Indonesia, 
Audit Report No. 9-497-76-30". ThHl audit was a co~prehensive 
audit of all USAI~/Indonesia nctivitios and did not conte in 
any specific recommendations concerning this project. In the 
current audit, we revicwe~ Drr'~ect activities since Fiscal 
Year 1975, concentratinq l-'.l~":i:'l.'~ .~,: ';1 how they were managed, 
and whether they adhered to AID n,':iuia.tions and directives. 
We excluded a revieH of th·~~ [1' c(:.l'~l.Jtional Rice Research 
Institute's (IRRI) contract [O! "Cor',sulting Services on 
Small Scale Agriculture Equipment Extension" because the 
contract is included in an ongoing separate audit of all 
IRRI contracts in Indonesia. 

vIe examined records and fi les at USA T.O/lndonesia, and discussed 
the project and our findings with concerned USAID officials. 
Their comments are included in the rCiJort as appropriate. 

STATEr1ENT OF FINDINGS AND RECOMMENDATIONS 

A. Success of Project in :_~~,ti~~g Its Objectives 

The overall objective of the Assistance to Agriculture 
project is twofold: 1) improve or strengthen the admin
istration, organization, and operations of BIMAS, the 
Indonesian agriculture crertit and extension program, 
and 2) improve the Department of Agriculture's capabilities 
in agricultural planning, and the identification and 
implementation of new agricultural programs and. policies. 
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According to the February 1978 joint GOI/USAID Project 
Evaluation Summary, the project has been used effect
ively in both areas. We were able to confirm this 
statement to be valid then, and at the tinle of our 
audit. We found that 02.50 million out of $2.65 million 
(94 percent) of the assistance provided under the project 
was directed towayds the primary project purpose, with 
about $0.15 million (6 percent) having a less immediate 
relevance. We also established that prior to 1975, 
the BIMAS program received substantial technical assistance 
and the majority ~f the commodity assistance through the 
project. During a fh~ld visit to a BH1AS program seed 
farm, which received S0me assistance from this project, 
we verified that equipment supplied prior to 1975 was 
still in use and being maintained. We were told th~t the 
~vorld Bank had assumed the primary donor role for the 
BIMAS program and t.hat AID has discontinued assistance. 

Since 1975, project funds have financed ~ wide variety of 
technical assistance activities. In effEct, the project 
has been a "catch all" for the GOI's Department of 
Agriculture. Project funds purchased consultant services, 
ranging from fisheries deve] cp:nent to small scale agriculture 
equipment extension. Funds w~re also used to support 
agriculture planning seminars, and c.=ports addressing 
Indonesia's agriculture potential. Participants trainees 
received financing for short or long-term training in t~e 
United States and other COL1ntrlc;S, cr)\'oring a wide range 
of subjects, as for instance flcJ!, i cul t ure Economics, plant 
Breeding, Fisheries De\elormcn-c, and Pest Control. Commo
dities purchased from project ~unds, since 1975, included 
11 vehicles, 2 outbo~rd motor sets and a photo copier 
which are still in ~se at the respective subproject si~es. 

The effectiveness of BIMAS has jjminished in recent years, 
according to USAID/lndonesia, but the organization is 
still in existence. 

In the second area, agricultural planning and new programs, 
the current project was used to identify 11 potential future 
projects, in the agriculture assistance category. Only one 
of the 11 proposals was considerej as lacking viability. 
Nine of the remaining 10 projects were approved and funded, 
as separate projects, while the tenth proposal was in the 
approval process at the time of our review. Exhibit A 
lists these details of this $ ~il million effort, and reports 
on the status of each component, as of September 30, 1979. 

At the same time, the project has also funded several 
activities which are not directly compatible with its 
stated purpose. The activities and the amount of funding 
are described below: 
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Amount 
Provided 

$119,515 

$10,000 

$10,000 

$7,300 

$146,815 

Title 

Rural Dynamics 
Research in East 
Java 

Training Center for 
Image Interpreta
tion 

Deepwater {veIl for 
Maros Research 
Station 

Operational Support 
for Cropping Systems 
Research 

Jescription of Activity 

Rural Development Planning, a 
research study, concentrating 
on a) rural productio~ systems, 
b) labor force and employment, 
~Ild c) rural institutions, with 
emp~lasis on inter relationships 
anj identif~cation of constraints 
on development. Funding for 12 
months. 

Construction of a building to 
be used as a laboratory and 
training center for aerial 
photography interpretation at 
Gajah ~ada University. 

Drilling at exploratory deep
water well and related equipment 
at the Agricult~re Research 
Institution at Maros, South 
Sula .... ·es i. 

Two months operational support 
for the Central Research Insti
t 1~t.e fer Agr '.Cll 1 t ure 's proj ect. 
on Cropping Systems in Southern 
Su:::a tru. 

According to USAID/Indonesia officials, there exists an 
indirect linkage even between these four activities and the 
project's purpose. They stated that each sub-project contributed 
to the Department of Agriculture's ability to plan better and 
implement new agriculture programs. 

Specifically, "Rural Dynamics Research" is being carried out by 
the only group in Indonesia capable of performing baseline 
social/economic investigations on which better agricultural 
plannin1 can be based. USAID/Indonesia was considering assist
ance to ensure continuation of this research activity; thus 
some compatibility can be established at least indirectly, 
with the Project 497-0189 1s purpose. 

Likewise, the Training Center for I~age Interpretation is 
to be absorbed into another proposed USAID/Indonesia project 
on the use of aerial and satellite photography in agriculture 
planning. While aerial photographic data was available in 
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Indonesia, Gajah Mada university lacked a center for 
interpretation and training. Because of aerial photo
graphy's relevance to agricultural planning, this 
activity ties in indirectly to the project's purpose. 

The Agriculture Research Institut~ at Naros lacked an 
adequate water supply. \'711ile funding of the well 
construction was only indirectly linked to the project 
purpose, the overall viability of the Institute tied 
directly to the project goal -- the increase of agricultural 
production and rural incomes. 

The last activity is also research related. The Cropping 
System Research project was being funded by other donors 
and the GOI, but a budget shortfall occurred because 
follow-on funds were tied up in project negotiations. 
To prevent a research stoppage, Assistance for Agriculture 
funds were used to make up the shortfall, because of the 
importance of crop research to agricultural improvements. 

USAID/lndonesia officials further defend the support of 
these activities by citing the project's quicy response 
capability to the GOI's needs, with an overall gain of 
goodwill between USAID and GOI. 'The 1978 joint project 
evaluation commented specifically on these beneficial 
trends. 

We do net question the need to iirlance the [our sub-projects 
identified in this section. However,we believe that current 
directions in project management require that each project 
has a discrete purpose and that project funds should be 
directed to that purpose. W0 can accept USAID/lndonesia's 
position that these su~-projects can be linked indirectly 
to the project's purpose and goal statements. But, we 
must also disclose actions whi.ch deviate from published 
directives. We believe that the project's purpose state
ments should be written to cover all the sub-projects 
funded under the project and that the project office should 
insure that proposed sub-projects can be directly linked to 
the project's purpose. 

Recommendation No.1 

We recommend that USAID/ Indonesia 
instruct proiect officers that 
project inputs should be directly 
linked to the approved project pur
pose statements or that the statement 
be revised to incorporate the sub
project(s) . 
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Sub-nroject Extension Over~ooked 

The $119,515 grant for "Rural Dynamics Research" was 
to be fully disbursed and accounted for by March 1, 
1979, according to the Letter of Agreement. Excess 
funds, if any, were to be returned to USAID/lndonesia. 
The study was to be continued under another USAID/ 
Indonesia proj~ct, whos0 authori.zation was still being 
finalized at the tin~ of our ~udit. 

Apparently, the project was ext~ndpd until the grant 
funds were fully utilizect. The first accounting of grant 
funds was submitted i.ll [1r.:;ceml)(:l" 1979 and it showed 
expenditures through November 1979. According to USAID/ 
Indones~a officials, they had held several discussions with 
the grantee about fundinq the continuation of the research 
group's activities. While no formal memoranda were prepared, 
all par~ies agreed that the project should be extended. 

The grantee had prepared numerous reports since the study 
began, and had complied with USAID/lndonesia requirements 
on submitting these reports. USAID/lndonesia was satisfied 
with the reports submittod. 

Since USAID/ lndone~; la CUl:~:UCU_"J .:!'.. th an extension beyond the 
date set out in the Letter of Agreement, the grantee was 
not at fault in continuin0 to eX!?Gnd the grant funds. How
ever, USAID/lndonesia should have concurred formally. We 
believe that DSAID/lndonesj,l should review the grantee's 
recent progress and fOr!'iUj 1,/ c>:tenc. the project to cover 
all expenditures beyond 1'1:1]"('11 1, 1979, if warranted. In 
the event the :Uss ion dis .tqrec;3, L t should request a 
refund of the !1Llrch l, 1 ~ 19 unused balance. 

Recommendation No. 2 

\'Je recommend that USAID/I nclones ia 
review the progress of the grantee 
and formally extend the project 
to authorize the expenditures under 
the project since March 1, 1979. 
Conversely, if USAID/lndonesia does 
not agree to this extension, it should 
request a refund of the unused grant 
funds balance as of March 1, 1979. 

B. Accounting for Sub-project Advances 

Four sub-projects, funded under Assistance to Agriculture, 
obtained a~vances [or operational putpcses. At the 
beginning of our audit, only two accounting reports on 
the use of these funds had been obtained by USAID/lndonesia. 
During our 3udit, the project officer requested and received 
the remaining two reports. 
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In the course of our exa~ination Jf the internal controls 
and procedures governing advances for sub-projects, we 
determined that USAID/Indonesia does not have automatic 
follow-up procedures ~o detect deli~quent expenditure 
reports. 

The remaining two report~ ~re past due by more than 9 
months. The sub-project's b3vances were for Rural Dynamics 
Research jn East Java -- $119,515-- and the Agriculture 
Research Institute at Maros -- $7,300. Both accountability 
reports were due in ~arch 1979, according to the respective 
Letters of Agreement. 

Recommendation No.3 

lve recommend that US]"ID/Indones ia 
establish a follow-up procedure for 
advances to sub-projects enabling the 
Controller's Office to inform project 
officers whenever such accounting is 
30 days past due. The project officer 
should routinely contact recipients 
of advances and obtain an adequate 
accounting of exp0nditures, together 
wi th refuJ'ds \)f unused funds. 

The project officer for this project has followed the 
practice of submitting expenditure reports for sub
projects to the Contro Il(~!·' s Office for financial 
analysis. 

The December 1979 accounting report for Rural Dynamics 
Research did not contain receipts or vouchers supporting 
about $112,000 of 0xpenditures. The project office sub
sequently requested and received the documents supporting 
the reported expenditures. Until these are reviewed, 
we cannot attest to the validity of the expenditures. 
However, the <;lccQunting report did show the expenditures 
charged again~t the approv~d budget line items for the 
sub-project. 

In the case of another advance of $18,500 for an agriculture 
planning course, the financial analyst questioned five 
expenditures totalling less than $250 and requested more 
information. While the project officer stated that these 
questions were adequately resolved, no record of the 
resolution was in the project files. Subsequently, the 
project officer requested a report on these five questioned 
expenditures. 

Since the project office is taking corrective action, we 
are not making a reconwendation for improving expenditure 
documentation. 
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c. Participant Training 

Since inception in 1968 through September 1979, Assistance 
to Agriculture has contributed to the funding of about 
169 participant trainees. The vast majority -- 156-
participants were sent for short term training and the 
balance -- 13-- were involved in long term/academic 
degree training. 

During fiscal years 1975 through 1978, 44 particjpants 
were sent for training under the project -- 36 participants 
for short term training and 8 for long term training. 
We selected 13 participa~ts to determine whether: 

1) training was completed, 
2) the trainee returned to Indonesia, and 
3) the trainee was still in a position to 

utilize the tLaining received. 

We found that 11 of the 13 participants had completed 
their training program, returned to Indonesia and were 
reportee to be in positions commensurate with their 
training. The remaining two participants, were still 
enrolled in their training programs. 

For 11 participants who had returned, the training 
office had curre~t data on 10 participants and their 
positions. One trainee, who had returned from a one 
month observational tour, had not responsed to USAID/ 
Indonesia since he had returned in August 1976. 

The USAID/lndonesia participant training follow-up 
program relies heavily on the participant response to 
a questionnaire. Since only one of the 11 returned 
participants selected had not responded, we are not 
making a recommendation on this point. 

The Participant Training Handbook (AID Handbook 10) 
states that successive academic degrees are not programmed, 
and exceptions require full justification. We found that 
USAID/lndonesia had program~ed one participant, under 
Assistance to Agriculture, to obtain a masters degree 
and a doctorate. We were unable to find a writte~ 
justification for programming the successive degrees. 

A senior training official informed us that it has been 
the practice of USAID/lndonesia to prepare the Project 
Implementation Order/Participant (PIO/P) showing successive 
degrees when the position the participant is scheduled 
to return to benefits by the higher qualification. He 
pointed out, however, that it is not automatic that 
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a participant would obtain the successive degree. In 
the case in point, the participant would have to maintain 
a high academic standing to warrant acceptance into a 
doctoral program. Further, this successive training is 
subject to fund availability. 

In our opinion, the requirements of the Handbook must be 
followed more closely. If successive degrees for participants 
are warranted, then USAID/lndonesia should back up the 
merits of its case with a written justification. 

Recommendation No.4 

lve recommend that USAID/lndones ia identi fy 
all participants programmed for successive 
academic degrees and justify them in writing. 

Clarification Needed on Paying Amenity Service 
Charges on Contractor-Administered Participants 

All AID participant trainees are included in compulsory 
"ameni ty service" con"eracts which inc 1 ude : Heal th 
insurance, information and motivation materials, education 
resource materials, training and evaluation, and port of 
entry reception and orientation. The basic charge for 
these services has been set at $50 per month for each 
trainee, and is payable to the AID master disbursing 
account. 

AID's guidance on this subject is contained in AIDTO 
Circular A-53 "Participant Training - Cost Procedures 
for Contractor Administered Participants" dated February 
6, 1977. It requires USAIDs to report quarterly on the 
Summary of Allotnlent Ledger Transactions and Reconciliation 
with Disbursing Officer's Account (U-10l Report) the 
accrued expenditures applicable to participants under 
contractor-administered programs. These funds are to 
be identified separately and the "U-10l's" footnoted 
showing the contract number, contractor's name, cost being 
accrued, ,.1d the number of person-months of training. 

Under Assistance to Agriculture, two participants were 
sent to a contractor-administered training program -
Benchmark Soils (AID/TA-C-ll08). Respective PIO/P's 
were completed by USAID/lndonesia, identifying "Assistance 
to Agriculture" as the project and allocating $600 for 
each participant to fund the compulsory services. These 
PIO/P's cite that the $600 was transferred to the master 
disbursing account, in accordance with the AIDTO Circular 
A-53. 

According to the Controller's Office personnel, they had 
not reported the accrued expenditures on the "U-10l Report", 
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because they believe that these funds should be charged 
against the AID/Washington contract or funds. These 
officials expl~ined that the PIO/Pls citi~g Assistance 
to Agriculture were memorandum PIO/Pls and not sub
obligating PIO/Pls. Therefore, no funds were obligated 
under the project and no funds could be transferred. 
We were told that no questions have been raised by AID/ 
Wnshington on either these two PIO/Pls or the absence 
of any accrual on USAID/Indonesials "U-10l Report." 

We believe that USAID/Indonesia should ask AID/~~ashington 
whether these funds were transferred to the AID master 
disbursing account, as advised by these PIO/Pls. Further, 
AID/Washington should be asked if USAID/lndonesia has 
any procedural requirement to report these charges on 
its "U-10l Report", as footnoted items. 

Recommendation No.5 

We recommend that USAID/Indonesia 
ask AID/Washington (a) whether 
the funds for amenity services on 
contractor-administered programs 
were transferred to the AID master 
disbursing account, and (b) if the 
Mission should be reporting these 
accrued expenditures on its "U-10l 
Report. " 
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EXHIBIT A 

USAID/Indonesia 
Status of Pxoject 4?7-0l89 Related Agxicultuxal Assistance Pxojects 

Septembex 30, 1979 

Pxoject Nurabex Title 
Authoxized 

Funding 

497-0198 

497-0236 

497-0265 

497-0286 

497-0244 

497-0238 

497-02b2 

497-0312 

Planned 

Agxicultuxal Reseaxch 

Bxackish Watex Fishexies Pxoduction 

Agxicultuxe Development Planning 
and Administxation 

Small Scale Fisheyies Development 

Luwu Axea and Transmigxation 
Development 

Axea Development pxoject Planning 

Sedexhana Ixxigation and Land 
Development I 

Land Mapping and Titling 

Small Scale Agricultuxe 
Equipment Exteneion 

Agxo-Economic Survey (Studies) 

Total 

in thousands 

$ 

217 

7,300 

1,500 

15,000 

408 

23,700 

500 

(Funded thxough 
AID/W) 

NeA. 

Status 
09730/79 

on going 

on going 

on going 

on going 

on going 

completed 

on going 

on going 

on going 

Pxoject Papex 
pxepaxed 



REPORT RECIPIENTS 

USAID/Indonesia 

Director 5 

AID/W 

Deputy Administrator 1 

Bureau for Asia: 

OTHER 

Assistant Administrator 1 
Deputy Assistant Administrator (Audit 

Liaison Officer) 1 
Office of Indonesia and South Pacific/ 

ASEAN Affairs 1 

Bureau of Development Support: 
Office of Development Information 
and Utilizaticn (DS/DIU/DI) 4 
Office of International Training (DS/IT) 1 

Bureau for Program and Management Services: 
Assistant Administrator (AA/SER/W) 5 

Office of the Auditor General: (AG) 1 

Auditor General (AG) 1 
Executive Management staff (AG/EMS) 12 
Policy, Plans & Programs (AG/PPP) 1 

Office of Legislative Affairs 1 
Office of Financial Management (OFM) 1 
Office of the General Counsel 1 

Area Auditor General: 

AAG/{~ashington 
AAG/Africa (East) 
AAG/Egypt 
AAG/Latin America 
AAG/Near East 

1 
1 
1 
1 
1 

Auditor General, Inspections and Investigations 
Staff (AG/IIS/r1anila) 1 
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Memorandum 
Mr. Thomas C. Niblock, Director 
USAIDl.lndone~t 

7~, C -V1(~(). .. ( .. -r-
Fred ~. Shaver, AAG/EA 

DATE: February 20, 1980 

SUBJECT: Memorandum Audi t Report No. 2-497-80-8 
Assistance to Aqriculture Project No. 497-0189 

INTRODUCTION AND SCOPE 

The 12-year old $2.8 million grant Assistance to Agriculture 
Project (No. 492-0189) in Indonesia has funded a wide range 
of technical assistance, commodities, and training activities 
in the agriculture sector. 

since inception in 1968, the project has been revised twice 
in 1975 and 1977. Originally, it was designed to strengthen 
the administration, organization and operation of Project 
Bimbingan Massal (BI:v1AS), an existing Indonesian agricultural 
credit and extension program. BIMAS' role was to promote 
increased food grain production through wide scale application 
of modern technology -- fertilizer, high yielding seeds, and 
other agriculture inputs. In early 1975, the project design 
was revised to expand its coverage to agricultural planning, 
that is, identifying agricultural projects, which contribute 
to the Governmellt of Indonesia (GOI) and AID program objectives, 
while concurrently recognizing the GOI Department of Agriculture's 
implementation and coordination capabilities. In 1977, the 
project desigJl was further refined to specify that the project 
was to assist in tho development of new agricultural programs 
and policies and correspondj_ng incroase in the Department of 
Agriculture's cap~bLlity to dosign and implement such programs 
and policies. 

The overall project qoal has remained unchanged over its 12 
year life: the increase of agricultural production and 
rural incomes. 

Although the project wns originally planned to be completed 
by fiscal year 1974, its completion date was extended in 1975 
and 1977. Both times the project design was revised, neces
sitating new project papers and their approval, and additional 
funding authorizations. The estimated project completion date 
is February 1981. 



As of September 30, 1979, the total funds authorized for 
the project were about $2.8 million. Of that amount about 
$2.7 million had been obligated and nearly all the funds 
were expended. The project funding component breakout as 
of September 30, 1979 was as follows: 

Cumulative Cumulative Unexpended 
Component Obli9ations Expenditures Balance 

--in thousands--

U.S. Personnel $1,200 $1,179 $21 
participant 

Training 890 874 16 
Commodities 222 222 0 
Other Costs 371 371 0 

Total $2,683 $2,646 $37 

Over the life of the proj ect about $100,000 was deobligated. 
At the time of our auQ. i t, no funds remained avai able for 
obligation and the unexpended balance was fully committed. 

The last audit report which cove red th is project was issued 
in August 1976, "United States AI D Mi s s ion to Indonesia, 
Audit Report No. 9-497-76-30". Th a t audi t was a comp~ehensive 
audit of all USAID/Indonesia ac t i vi t i e s and did not contain 
any specific recommendations concerning this project " In the 
current audit, we revi ewed proj ect act i vities since Fiscal 
Year 1975, concentrat i ng pr imari l y on how they weLe managed, 
and whether they adhered to AI D reg ul ations and d1rectives. 
We excluded a review of t he I nternC't i onal Rice Research 
Insti tute' s (IRRI) cont r act fO l' "Consulting Services on 
Small Scale Agriculture Equipment Extension" because the 
contract is included in an ongoing se parate audit of all 
IRRI contracts in Indonesia. 

We examined records and files a t USA I D/Indonesia, and discussed 
the project and our findings with conce rned USAID officials. 
Their comments are included in the r eport as appropriate. 

STAT~~ENT OF FINDINGS AND RECOMMENDATIONS 

A. Success of Project in Meeting Its Objectives 

The overall objective of the Assistance to Agriculture 
project is twofold: 1) improve or strengthen the admin
istration, organization, and operations of BIMAS, the 
Indonesian agriculture credit and extension program, 
and 2) improve the Department of Agriculture's capabilities 
in agricultural planning, and the identification and 
implementation of new agricultural programs and, policies. 
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According to the February 1978 joint GOI/USAID Project 
Evaluation Summary, the project has been used effect
ively in both areas. We were able to confirm this 
statement to be valid then, and at the time of our 
audit. {'i'e found that $2.50 million out of $2.65 million 
(94 percent) of the assistance provided under the project 
was directed towards the primury project purpose, with 
about $0.15 million (6 percent) having a less immediate 
relevance. We also established that prior to 1975, 
the BIMAS program received substantial technical assistance 
and the majority of the commodity assistance through the 
project. During a field visit to a BIr1AS program seed 
farm, which received some assistance from this project, 
we verified that equipment supplied prior to 1975 was 
still in use and being maintained. We were told that the 
World Bank had assumed the primary donor role for the 
BIMAS program and that AID has discontinued assistance. 

Since 1975, project funds have financed a wide variety of 
technical assistance activities. In effect, the project 
has been a "catch all" for the GOI's Department of 
Agriculture. Project funds purchased consultant services, 
ranging from fisheries development to small scale agriculture 
equipment extension. Funds wore also used to support 
agriculture planning seminars, and reports addressing 
Indonesia's agriculture potential. Participants trainees 
received financing for short or long-term training in the 
United States and other counlri~~, covering a wide range 
of subjects, as for instance Agriculture Economics, Plant 
Breeding, Fisheries Develop:Clon r I and Pest. Control. Commo
dities purchased from projec~ .·llnd~3, since 1975, included 
11 vehicles, 2 outboard motor sets and a photo copier 
which are still in use at the respective subproject sites. 

The effectiveness of DIMAS has diminished in recent years, 
according to USAID/lndonesia, but the organization is 
still in existence. 

In the second area, agricultural planning and new programs, 
the current project was used to identify 11 potential future 
projects, in the agriculture assistance category. Only one 
of the 11 proposals was considered as lacking viability. 
Nine of the remaining 10 ~rojects were approved and funded, 
as separate projects, while the tenth proposal was in the 
approval process at the time of our review. Exhibit A 
lists these details of this $51 million effort, and reports 
on the status of each component, as of September 30, 1979. 

At the same time, the project has also funded several 
activities which are not directly compatible with its 
stated purpose. The activities and the amount of funding 
are described below: 
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Amount 
Provided 

$119,515 

$10,000 

$10,000 

$7,300 

$146,815 

Title 

Rural Dynamics 
Researcp. in East 
Java 

Training Center for 
Image Interpreta
tion 

Deepwater Well for 
Haro~ Research 
Station 

Operational Support 
for Cropping Systems 
Research 

Description of Activity 

Rural Development Planning, a 
research study, concentrating 
on a) rural production systems, 
b) labor force and employment, 
and c) rural institutions, with 
emphasis on inter relationships 
and identification of constraints 
on development. Funding for 12 
months. 

Construction of a building to 
be used as a laboratory and 
training ce!lter for aerial 
photography interpretation at 
Gajah ~adct University. 

Drillir.g at exploratory deep
water ~."ell and related equipment 
at the Agriculture Research 
Institution at Maros, South 
Sulawesi. 

Two months operational support 
for the Central Research In~ti
tute for Agriculture's project 
on Cropping Systems in Southern 
Sumatra. 

According to USAID/Indonesia officials, there exists an 
indirect linkage even between these fou': activities and the 
project's purpose. They stated that each sub-project contributed 
to the DeF3rtment of Agriculture's ability to plan better and 
implement new agriculture programs. 

Specifically, "Rural Dynamics Research" is being r::arried out by 
the only group in Indonesia capable of performing baseline 
social/economic investigations on which better agricultural 
planning can be based. USAID/Indonesia was conside~ing assist
ance to ensure continuation of this research activity; thus 
some compatibility can be established at least indirectly, 
with the Project 497-0l89's purpose. 

Likewise, the Training Center for Image Interpretation is 
to be absorbed into another proposed USAID/Indonesia project 
on the use of aerial and satellite photography in agriculture 
planning. While aerial photographic data was available in 
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Indonesia, Gajah Mada University lacked a center for 
interpretation and training. Because of aerial photo
graphy's relevance to agricultural planning, this 
activity ties in indirectly to the project's purpose. 

The Agriculture ResGarcn Institute at !1aros lacked an 
adequate water supply. l'ihilefundi.ng CJf the well 
construction was only indirectly linked to the project 
pur~ose, the overall viability of the Institute tied 
directly to the project goal -- the ir,crease of agricultural 
production and rural incomes. 

The last activity is also research related. The Cropping 
System Research project was being funded by other donors 
and the GOI, but a budget shortfall occurred because 
follow-on funds were tied up in ?roject negotiations. 
To prevent a research stoppage, Assistance for Agriculture 
funds were used to make up the shortfall, because of the 
importa-' 'f crop research to agricultural improvements. 

USAID/:'dQonesia officials further defend the support of 
these activities by citing the project's quick response 
c~pability to the GOris needs, with an overall gain of 
goodwill between USAID and GOI. The 1978 joint project 
evaluation con@en~ed specifically on these beneficial 
trends. 

We do not question the need to finance the four sub-projects 
identified in this section. However,we believe that current 
directions in project management require that each project 
has a discrete purpose alld that project funds should be 
directed to that purpose. We can accept USAID/lndonesia's 
position that these sub-projects cun be linked indirectly 
to the project's purpose and goal statements. But, we 
must also disclose actiuns whj.ch deviate from published 
directives. We believe that the project's purpose state
ments should be written to cover all the sub-projects 
funded under the project and that the project :::Jffice should 
insure that proposed sub-projects can be directly linked to 
the project's purpose. 

Recommendation No. 1 

We recommend that USAID/ Indonesia 
instruct proiect officers that 
project inputs should be directly 
linked to the approved project pur
pose statements or that the statement 
be revised to incorporate the sub
project(s) . 
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Sub-project Extension Overlooked 

The $119,515 grant for "Rural Dynamics Research" was 
to be fully disbursed and accounted for by March 1, 
1979, according to the Letter of Agreement. Excess 
funds, if a~y, were to be returned to USAID/lndonesia. 
The study was to be continu~d under another USAID/ 
Indonesia proj~ct, whose authorization was still being 
finalized ae the time of our ~udit. 

Apparently, the project was extended until the grant 
funds were fully utilized. The first accounting of grant 
funds was submitted in Decenilier 1979 and it showed 
expenditures through November 1~79. According to USAID/ 
Indonesia officials, they had held several discussions with 
the grantee about fundinq the continuation of the research 
group's activities. While no formal memoranda were prepared, 
all parties agreed that the project should be extended. 

The grantee had prepared numerous reports since the study 
began, and had complied with USAID/lndonesia requirements 
on submitting these re~orts. USAID/lndonesia was satisfied 
with the reports sUbrlitted. 

Since USAID/lndonl'::;jd l.,-·)I;curn'd .. !.~cll an extenslon beyond the 
date set out in th"~ Lc't.tr:r of l\qr,.'ement, the grantee was 
not at fault in contiJ)\;Hl(l to exper:d the yrant funds. How
ever, USAID/I~donesia should have concurred formally. We 
believe that L1SI\ID/In(1c'!1'3~}: d ':Jl:'JUU:, rcvieh' the grantee's 
recent progress and forl',(1 J ! ".' i~xtc'nd the project to cover 
all expenditures bC'y:mc1 :'i~l),"."ll 1,1979, if warranted. In 
the event the ~Hssi()n dis "JJ~L'2,3, it should request a 
refund of the 'ldrC!l i, 197Y u!lusecl bi1-:',l.ncc. 

Recomme~dation No. 2 

l'Je recor.lmellcl tha t USA I D/ Inc10nes ia 
revie\v the p;:ogress of the grantee 
and formally extend the prL):ect 
to authorj/c the expenditures under 
the project since March I, 1979. 
Conversely, if USAID/lndonesla does 
not aqn'c to this extension, it should 
reCJuest a n~::1;lld uf 1:he unused grant 
fuwls bC11allc~ as of :·larch 1,1979. 

B. Accounting for Sub-project Advances 

Four sub-projects, funded under Assistance to Agriculture, 
obtained advances for operational putposes. At the 
beginning of our audit, only two accounting reports on 
the use of these funds had been obtained by USAID/Indonesia. 
During our audit, the project officer requested and received 
the remaining two reports. 

-6-



In the course of our examination of the internal controls 
and procedures governing advances for sub-projects, we 
determined that USAID/Indonesia does not have automatic 
follow-up procedures to detect delinquent expenditure 
reports. 

The remaining two reports were past due by more than 9 
months. The sub-project's advances were for Rural Dynamics 
Research in East Java -- $119,515-- and the Agriculture 
Research Institute at Maros -- $7,300. Both accountability 
reports were due in '1arch 1979, according to the respective 
Letters of Agreement. 

Recommendation No.3 

{ve recommend that USAID! J-ndones ia 
establish a follow-up procedure for 
advances to sub-projects enabling the 
Controller's Office to inform project 
officers whenever such accounting is 
30 days past ~ue. The project officer 
should routine~y contact recipients 
of advances and obtain an adequate 
accounting of ex?enditures, together 
with refur,rJs o~ c.nllsed funds. 

The project officer for this project has followed the 
practice of submittin0 expenditure reports for sub
projects to the ContrrL10r's Office for financial 
analysis. 

The December 197:J clccoun t. ing report for Rural Dynamics 
Research did not cont~in receipts or vouchers supporting 
about $112,000 of expenditures. The project office sub
sequently requested and received the documents supporting 
the reported expenditures. Until these are reviewed, 
we cannot attest to the validity of the expenditures. 
However, the ~ccounting report dld show the expenditures 
charged again~t the approved budget line items for the 
sub-project. 

In the case of another advance of $18,500 for an agriculture 
planning course, the financial analyst questioned five 
expenditures totalling less than $250 and requested more 
information. While the project officer stated that these 
questions were adequately resolved, no record of the 
resolution was in the project files. Subnequently, the 
oroject officer requested a report on these five questioned 
expenditures. 

Since the project office is taking corrective action, we 
are not making a recommendation for improving expenditure 
documentation. 
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C. Participant Training 

Since inception in 1968 through September 1979, Assistance 
to Agriculture has contributed to the funding of about 
169 participant trainees. The vast majority -- 156-
participants were sent for short term training and the 
balance -- 13-- were involved in long term/academic 
degree training. 

During fiscal years 1975 through 1978, 44 participants 
were sent for training under the project -- 36 participants 
for short term training and 8 for long term training. 
We selected 13 participants to determine whether: 

1) training was completed, 
2) the trainee returned to Indonesia, and 
3) the trainee was still in a position to 

utilize the training received. 

We found that 11 of the 13 participants had completed 
their training program, returned to Indonesia and were 
reported to be in positions commensurate with their 
training. The remaining two participants, were still 
enrolled in their training programs. 

For 11 participants who had ceturned, the training 
office had current data on 10 participants and their 
positions. One trainee, who had returned from a one 
month observational tour, had not responsed to USAID/ 
Indonesia since he had returned in August 1976. 

The USAID/Indonesia participant training follow-up 
program relies heavily on the participant response to 
a questionnaire. Since only one of the 11 returned 
participants selected had not responded, we are not 
making a recommendation on this point. 

The Participant Training Handbook (AID Handbook 10) 
states that successive academic degrees are not programmed, 
and exceptions require full justification. We found that 
USAID/Indonesia had programmed one participant, under 
Assistance to Agriculture, to obtain a masters degree 
and a doctorate. We were unable to find a written 
justification for programming the successive degrees. 

A senior training official informed us that it has been 
the practice of USAID/lndonesia to prepare the Project 
Implementation Order/Participant (PIO/P) showing successive 
degrees when the position the participant is scheduled 
to return to benefits by the higher qualification. He 
pointed out, however, that it is not automatic that 
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a participant would obtain the successive degree. In 
the case in point, the participant would have to maintain 
a high academic standing to warrant acceptance into a 
doctoral program. Further, this successive training is 
subject to fund availability. 

In our opinion, the requirements of the Handbook must be 
followed more closely. If successive degrees for participants 
are warranted, then USAID/lndonesia should back up the 
merits of its case with a written justification. 

Recommendation No.4 

tve recommend that USAID/lndonesia identify 
all participants programmed for successive 
academic degrees and justify them in writing. 

Clarification Needed on Paying Amenity Service 
Charges on Contractor-Administered Partici~ants 

All AID participant trai~ees are included in compulsory 
"amenity service" contracts which include: Health 
insurance, information and motivation materials, education 
resource materials, training and e aluation, and port of 
entry reception and orientat~on. The basic charge for 
these services has been set at $50 per month for each 
trainee, and is payable to the AID master disbursing 
account. 

AID's guidance on this subject is contained in AIDTO 
Circular A-53 "Participant Training - Cost Procedures 
for Contractor Administered Participants" date~ February 
6, 1977. It requires USAIDs to report quarterly on the 
Summary of Allotment Ledqer Transactions and Reconciliation 
with Disbursing Officer's Account (U-10l Report) the 
accrued expenditures applicable to participants under 
contractor-administered programs. These funds are to 
be identified separately and the "U-10l's" footnoted 
sho.,.ling the contract number, contractor's name, cost being 
accrued, and the number of person-months of training. 

Under Assistance to Agriculture, two participants were 
sent to a contractor-administered training program -
Benchmark Soils (AID/TA-C-ll08). Respective PIO/P's 
were completed by USAID/lndonesia, identifying "Assistance 
to Agriculture" as the project and allocating $600 for 
each participant to fund the compulsory services. These 
PIO/P's cite that the $600 was transferred to the master 
disbursing account, in accordance with the AIDTO Circular 
A-53. 

According to the Controller's Office personnel, they had 
not reported the accrued expenditures on the "U-10l Report" 
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because they believe that these funds should be charged 
against the AID/Washington contract or funds. These 
officials explained that the PIO/pls citi~g Assistance 
to Agriculture were memorandum PIO/Pls and not sub
obligating PIO/Pls. Therefore, no funds were obligated 
under the ~roject and no funds could be transferred. 
We were told that no questions have been raised by AID/ 
Washington on either these two PIO/Pls or the absence 
of any accrual on USAID/Indonesia's "U-10l Report." 

We believe that USAID/Indonesia should ask AID/Washington 
whether these funds were transferred to the AID master 
disbursing account, as advised by these PIO/P's. Further, 
AID/Washington should be asked if USAID/Indonesia has 
any procedural requirement to report these charges on 
its "U-101 Report", as footnoted items. 

Recommendation No.5 

We recommend that USAID/lndonesia 
ask AID/Washington (a) whether 
the funds for amenity services on 
contractor-administered programs 
were transferred to the AID master 
disbursing account, and (b) if the 
Mission should be reporting these 
accrued expenditures on its "U-10l 
Report." 
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EXHIBIT A 

USAID/Indonesia 
Status of Project 497-0189 Related Agricultural Assistance Projects 

September 30, 1979 

Project Number Title 
Authorized 

Funding 

497-0198 

497-0236 

497-0265 

497-0286 

497-0244 

497-0238 

497-0242 

497-0312 

Planned 

Agricultural Research 

Brackish Water Fisheries Production 

Agriculture Development Planning 
and Administration 

Small Scale Fisheries Development 

Luwu Area and Transmigration 
Development 

Area Development Project Planning 

Sederhana Irrigation and Land 
Development I 

Land Mapping and Titling 

Small Scale Agriculture 
Equipment Extension 

Agro-Economic Survey (Studies) 

Total 

in thousands 

$ 2,166 

217 

7,300 

1,500 

15,000 

408 

23,700 

500 

(Funded through 
AID/W) 

NeA, 

Status 
09730/79 

on going 

on going 

on going 

on going 

on going 

completed 

on going 

on going 

on going 

Project Paper 
prepared 



REPORT RECIPIENTS 

USAID/Indonesia 

Director 5 

AID/W 

Deputy Administrator 1 

Bureau for Asia: 

OTHER 

Assistant Administrator 1 
Deputy Assistant Administrator (Audit 

Liaison Officer) 1 
Office of Indonesia and South Pacific! 

ASEAN Affairs 1 

Bureau of Development Support: 
. Office of Development Information 

and Utilization (DS/DIU/DI) 4 
Office of International Training (DS/IT) 1 

Bbreau for Program and Mariagem~nt Services: 
Assistant Administrator (AA/SEF/W) 5 

Office of the Auditor General: (AG) 1 

Audi tor General (AG) 1 
Executive Management Staff (AG/EMS) 12 
Policy, Plans & Programs (AG/PPP) 1 

Office of Legislative Affairs 1 
Office of Financial Management (OFM) 1 
Office of the General Counsel 1 

Area Auditor General: 

AAG/h'ashington 
AAG/Africa (East) 
AAG/Egypt 
AAG/Latin America 
AAG/Near East 

1 
1 
I 
I 
1 

A~ditor General, Inspections and Investigations 
Staff (AG/IIS/Mani1a) 1 




