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P. L. 480, TITLE II PROGRAMS
 
USAID/PERU
 

EXECUTIVE SUMMARY
 

Introduction
 

The Agency for International Development's (AID) P.L. 480, Title II programs
 
in Peru are implemented through a government to government program and three
 
voluntary agencies: Catholic Relief Services (CRS), the Seventh Day Adventist
 
Welfare Services (SAWS), and Church World Service (CWS).
 

Title II program objectives are "...to determine requirements and furnish
 
agricultural commodities, on behalf of the people of the United States of America,
 
to meet famine or other urgent or extraordinary relief requirements; to combat
 
malnutrition, especially in children; to promote economic and community develop
ment in friendly developing areas; and for needy persons and nonprofit school
 
lunch and preschool feeding programs outside the United States".
 

Title II commodities in Peru are provided through school feeding, maternal
 
child health (MCH), food for work (FFW) and other institutional feeding programs.
 
The school feeding program is administered by the Ministry of Health (MOH), the
 
Ministry of Education (MOE) and the autonomous agency, National Office of Food
 
Support (ONAA). The MCH, FFW and-other institutional feeding programs are managed
 
by CRS, SAWS and CWS and their Peruvian counterpart agencies: CARITAS del Peru
 
(CARITAS), Obra Filantropica y Social Adventista (OFASA) and Servicio Evangelico
 
Peruano de Accion Social (SEPAS) respectively.
 

Audit Purpose
 

The purposes of our audit were to evaluate the effectiveness of voluntary
 
agencies and the Government of Peru's (GOP) ministries in operating their food
 
distribution programs and to assess the effectiveness of USAID/Peru's monitoring
 
of these programs. Our examination covered program activities from July 1, 1977
 
to March 31, 1980.
 

Audit Conclusions
 

Voluntary Agencies - General
 

-- The voluntary agencies in Peru were generally well organized and staffed
 
to carry out the P.L. 480, Title II feeding programs, including the accounting
 
for and distribution of supplemental food to eligible recipients. We found,
 
however, that management improvements can be made in the feeding programs that
 
will result in more effective and economical use of food commodities. Some of
 
the problems noted in the individual programs were: 

CRS/CARITAS Program
 

Management weaknesses that hinder carrying out an effective program
 
were:
 



-- Because of drought conditions in Peru, CARITAS regional offices made
 
extensive unauthorized program changes resulting in the CARITAS National Office
 
not knowing the actual status of the CRS/CARITAS food program. Procedures should
 
be established to provide prior approval of regional offices' program revisions
 
(Page 4 ).
 

-- Losses of food at ports and at inland points were not being reported to
 
USAID/P. This information was needed to determine the extent of the loss, to
 
follow up on loss claims filed and to reduce or prevent future losses (Page 6
 

-- Food losses have not been detected due to inventory control weaknesses.
 
Warehouse inventory control and storage procedures need to be strengthened to
 
properly account for and safeguard commodities.(Page 7 ).
 

-- CRS had not implemented nine audit recommendations that were included
 
in a May 1978 CRS internal audit report. The recommendations should be implement
ed to improve the food program's administration (Page 12).
 

-- Food losses occurred at the port of Callao and delays in food deliveries
 
to projects resulted because of Government of Peru (GOP) port clearance documents
 
requirements. To expedite deliveries of food from the port to project sites,
 
USAID/P should arrive at an understanding with GOP authorities to permit food
 
removals from the ports upon presentation of a copy of a bill of lading (Page 

CWS/SEPAS Program 

-- Reports indicated that SEPAS, in cooperation with the Peruvian Directorate 
General of Forestry and Fauna, was achieving project goals. These reports show 
the reforestation project reached 97 percent of the programmed goal of 11 million 
seedlings and exceeded the yual of planting 6,500 hectares by 39 percent. 

-- Periodic visits to the reforestation project sites to inspect the growth
 
progress of trees were not being made by forestry or SEPAS personnel because of
 
the lack of adequate transportation. During our visits we found a large number of
 
trees destroyed by freezing weather, lack of water, and livestock (Page 13).
 

-- Reports on project accomplishments were late by 4 to 6 months. The
 
annual report for the period April 1979 through March 1980 contained incorrect
 
accomplishment information and needed to be revised (Page 14).
 

-- Reported warehouse inventory balances for the reforestation project by

SEPAS, Directorate General of Forestry and Fauna and the Office of Food Support
 
were not in agreement. CWS/SEPAS inventory balances should be reconciled with
 
the reports of these institutions (Page 15).
 

-- Reimbursement procedures were extremely bureaucratic requiring expense

vouchers to be processed through five GOP offices before arriving at SEPAS. To
 
simplify the reimbursement process, a petty cash fund should be established at
 
each Peruvian department (Page 16).
 

-- Food losses incurred at the ports were not being reported nor were claims
 
filed as required by AID regulations (Page 17).
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SAWS/OFASA Program
 

-- Project goals to feed about 100,000 persons in the Lima metropolitan
 
pueblos jovenes (areas not fully developed) were being achieved. It is doubtful,
 
however, whether the objective of improving the nutritional status of these
 
persons could be reached as most of the FFW projects were of short duration
 
(Page 19). 

-- Small quantities of infested food had been distributed to beneficiaries
 
at FFW projects. Project officials should be instructed to dispose of infested
 
food in accordance with AID regulations (Page 20).
 

-- Commodity Status Reports show quantities of food rounded off to thousands
 
of kilos which results in inaccurate reports. Actual quantities should be shown
 
on the Commodity Status Reports (Page 20).
 

-- A bill for collection should be issued to SAWS for a food loss that 
occurred in 1977. A SAWS counterpart employee sold P.L. 480, Title II commodities 
(dried peas) costing $6,064 to an intermediary. SAWS had not made payment to 
USAID/P to settle the food loss because of lack of follow-up on the part of 
USAID/P (Page 21 ). 

Government to Government Program
 

-- The National Primary School Feeding Program with P.L. 480, Title II food
 
assistance was not being carried out effectively and economically. We found
 
that the commodities provided to school children were not having a nutritional
 
impact because of the non-availability or dilution of the food rations. The
 
school lunch program was burdened with bureaucratic ministries and operating
 
procedures that have resulted in inadequate program funding, inefficient storage
 
and lack of continuity in the distribution of commodities. Reporting on program
 
progress and accounting for commodities was questionable. In shor, there was
 
little or no effective supervision of food activities.
 

To improve the primary school feeding program and to make more effective
 
use of the P.L. 480, Title II commodities for 500,000 children, USAID/P should
 
focus the food resources in specific areas of Peru instead of attempting to
 
implement a country-wide program. This procedure would t-ssure school children
 
daily rations and would result in measurable nutritional impazt. As we point
 
out in this report, the school lunch program has never beeo evaluated to determine
 
if the P.L. 480, Title II food has had a nutritional impact on school children.
 
Also, USAID/P should arrange with the GOP to designate the National Office of
 
Food Support to be responsible for receiving, storing and distributing P.L. 480,
 
Title II commodities. Considerable savings in time and costs would result
 
because food would not be transported and stored at hospital areas and school
 
districts, but would go directly from ONAA regional warehouses to the schools (Page 22).
 

Overall Problem Areas
 

-- An overall evaluation of the government to government program should
 
be made to determine what nutritional impact the program has had (Page 28).
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-- Voluntary agencies programs were evaluated and evaluation reports prepared, 
but the reports' recommendations to improve project administraion have not been 
implemented (Page 29).
 

-- Recipients receiving P.L. 480, Title II commodities were not aware that 
the food was donated by the people of the United States because the voluntary 
agencies did not have adequate publicity programs (Page 30). 

-- Delays in preparing and submitting internal rEviews by the voluntary 
agencies result in the U.S. Agency for International Development to Peru (USAID/P) 
not being able to fully assess program implementation (Page 31). 

-- To improve monitoring and evaluation of voluntary agencies FFW Projects, 
USAID/F needs to receive progress and/or completion reports (Page 34).
 

Recommenda Li on s 

As a result of our audit, we made 30 recommendations for improvements in
 
P.L. 480, Title II programs in Peru. These recommendations are included in
 
the text of the report and listed in Appendix A. 



BACKGROUND
 

P.L. 480, Title II commodities are distributed in Peru through a government
 
to government program and by three voluntary agencies: Catholic Relief Services
 
(CRS), Seventh Day Adventist Welfare Services (SAWS), and Church World
 
Service (CWS). P.L. 480 assistance helps to meet Peru's nutritional gap through
 
the provision of food to the needy and by supporting programs to create the
 
institutional mechanism by which Peru can eventually overcome its malnutrition
 
problem.
 

CRS/CARITAS Program
 

CRS is authorized to operate in Peru by the October 25, 1954 bilateral
 
agreement between the Governments of the United States and Peru. CARITAS del Peru
 

(CARITAS) through which CRS operates its P.L. 480, Title II program in Peru, has
 

45 diocesan directors responsible for implementing and supervising the food
 
program.
 

In fiscal year 1977 CARITAS feeding activities were programmed to reach
 

240,000 recipients in programs for MCH, day care centers, other child feeding and
 

FFW. For fiscal year 1980 the CARITAS program has increased to 473,000 persons
 

receiving food assistance. The 1981 fiscal year budget submission envisions the
 

CARITAS program feeding nearly 500,000 persons.
 

To assist CARITAS in implementing the increased food program, an AID
 

Operational Program Grant (OPG) was signed March 30, 1978 providing $160,000. The
 

money was used to pay local costs related to transportation, storage and handling
 

of P.L. 480, Title II commodities, as well as costs concerning supervision,
 
At the close of our review USAID/P
inspection and evaluation of the food program. 


was considering another OPG to assist CARITAS in maintaining its increased nation

wide Title II feeding programs for the poor.
 

CWS/SEPAS Program
 

CWS operates in Peru under the bilateral agreement of October 25, 1954,
 

between the U.S. Government and the Government of Peru. The CWS counterpart in
 

Peru is Servicio Evangelico Peruano de Acci6n Social (SEPAS). The agreement
 

permits CWS to inspect and supervise all aspects of its P.L. 480 Title II food
 

program. The voluntary agency and its counterpart are providing food for MCH,
 
child feedi ng and FFW programs.
 

The CWS/SEPAS food for work program was primarily directed to a 3-year
 

reforestation project in 8 Peruvian departments that will plant 46 million trees
 

on 31,000 hectares of land, provide temporary employment to about 20,000 workers
 

and food support to an additional 80,000 beneficiaries.
 

To help carry out the reforestation project USAID/Peru and SEPAS signed
 

an Operational Program Grant (OPG) that provides up to $?43,000 for paying SEPAS
 

employees' salaries, and other operating costs including the purchase of tools and
 
The OPG funds cover the
equipment, seeds, fuel, lubricants and parts for vehicles. 


project's operating costs through December 31, 1980.
 



SAWS/OFASA Program
 

SAWS operates in Peru under the October 25, 1954 bilateral agreement
 
between the Government of the United States and the Government of Peru. The
 
feeding program is implemented by SAWS' counterpart, Obra Filantropica y As-stericia
 
Social Adventista (OFASA).
 

The voluntary agency and its counterpart carry out two basic programs,
 
FFW and MCH. In 1977 about 33,000 persons participated in the feeding programs.
 
In 1980 the estimated recipient levels had increased to 120,000. The increase in
 
recipients was due to an Operational Program Grant (OPG) for an expanded urban
 
FFW program project, which was signed on September 7, 1978 with OFASA. The
 
agreement and amendments provided $388,000 dollars to permit OFASA to expand its
 
feeding program activities to the urban inhabitants of the Lima metropolitan and
 
other pueblos j6venes.
 

Government to Government Program
 

USAID/Peru and the Government of Peru have been cooperating since 1961
 
in carrying out a National School Lunch Program (PAE). The PAE is composed of
 
country-wide programs of promotion, nutritional education and food assistance
 
activities carried out through schools. The coordinated action of the Ministries
 
of Health and Social Welfare and Education, and the autonomous agency, National
 
Office of Food Support (ONAA), using budget resources and community participation
 
implement the PAE. P.L. 430, Title II foods donated by the people of the United
 
States are used to complement the foods provided by the GOP and the local
 
communities.
 

The PAE receives commodities delivered from ONAA's regional warehouses
 
and distributes the food to community educational nuclei (NEC) and schools.
 
Other responsibilities include promoting production of food commodities in school
 
gardens and preparing necessary activity reports.
 

NEC's are responsible for receiving commodities from the PAE regional
 
offices, storing and distributing the food commodities. NEC's assist in promoting
 
local production of foods and the participation of local communities in schooi
 
activities.
 

ONAA receives donated foods at the ports, provides food storage and
 
transports the commodities from ONAA warehouses to PAE regional storage areas.
 
At the present time ONAA has seven regional warehouses with a capacity of 24,000
 
metric tons.
 

During the audit period two Transfer Authorization Agreements were signed
 

with the GOP:
 

Date Signed T.A. No. Amount Metric Tons Value 

7/9/79 9654 8,598 $ 3,943,000 
7/19/78 3653 6,002 2,840,000 



Also, during the audit period food commodities were received from
 
Transfer Authorization No. 6652 signed on July 21, 1976. This authorization
 
provided for the shipment of 6,820 metric tons of food valued at $2,668,000.
 

The P.L. 480, Title II food program called for providing a breakfast
 
or lunch to 500,000 of 2,770,000 (1979 matriculation) primary school students
 
during the school year. In the transfer authorizations, the GOP agreed to provide
 
an adequate budget for administration and supervision of the program, including
 
inland freight, end-use inspections, guidance and training of teachers, food
 
supervisors, cooks and volunteer workers. The GOP also agreed to assure
 
availability of transportation for inspectors/supervisors and carryout an effective
 
reporting system.
 

Prior Audit Reports
 

The P.L. 480, Title II programs in Peru were last reviewed by the Area Auditor
 

General for Latin America in 1976 as part of an overall survey of the AID program
 

in that country (Survey Report No. 1-527-77-8, dated November 8, 1976). There was
 

only a brief discussion in that report of thE voluntary agencies involved in the
 

program and the amounts of food being distributed. The report contained no findings
 
or recommendations pertaining to Title II.
 

Scope of Audit
 

This audit covered P.L. 480, Title II operations from July 1, 1977 to
 
The purposes of the audit were to evaluate the performance of
March 31, 1980. 


voluntary agencies and the involved GOP ministries in operating their programs
 
and to assess USAID/P monitoring of these programs.
 

From May through July 1980; we visited the voluntary agencies and their
 

counterpart's national and regional offices, distribution centers and food for
 

work projects to observe operations. In the government to government school lunch
 

program, we visited the GOP national offices and a selective number of regional
 

offices, school district offices and elementary schools.
 

At the warehouses we observed the adequacy of storage facilities and made
 
selective tests of inventory controls. We visited a selected number of public
 

markets to determine whether P.L. 480, Title II commodities were being sold.
 

The ports of Callao, Salavarry and Matarani were inspected to determine their
 

adequacy in receiving and storing P.L. 480, Title II commdities.
 

Our examination included a review of USAID/P files and discussion with
 

USAID/P officials. We examined voluntary agencies' records and interviewed
 

voluntary agencies' and counterpart officials. In the field we interviewed project
 

officials and recipients of P.L. 480, Title II commodities.
 

Our review was made between May and July 1980. Our draft audit findings were
 

provided to USAID/P for review and comment. Their comments were considered and
 

incorporated in the final report, as appropriate.
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AUDIT FINDINGS, CONCLUSIONS AND RECOMMENDATIONS
 

4

The voluntary agencies in Peru were generally well orga, -ed and staffed to
 

carry out the P.L. 480, Title II programs, including the accountli; for and
 

distribution of supplemental food to eligible recipients. We found, n.wever, that
 
more effective and
management improvements were needed which should result in 


economical use of commodities.
 

The Peruvian National Primary School Feeding Program operating under a
 

government to government program with P.L. 480, Title II commodities was not being
 
We found that there were many improvecarried out effectively and economically. 


ments and changes needed in the program.
 

The findings which relate to a specific P.L. 480, Title II program will be
 

discussed first and then overall findings will follow.
 

Catholic Relief Services (CRS) and CARITAS Programs
 

Program Changes
 

CARITAS regional offices made extensive changes in approved programs
 
In our visits to the diocese offices
without requesting and obtaining approval. 


of Trujillo, Cajamarca, Huamachucho, Huacho, Piura, Tumbes and Chimbote, we
 

found that none of these offices were following their authorized programs. The
 

authorized programs were changed because of conditions caused by a drought. As
 

a result the number of recipients was much greater than indicated in the Annual
 

Estimate of Requirements (AER) and food was not being distributed in accordance
 

with AID nutritional and developmental policies.
 

Programs for fiscal years 1979-80 were established based on normal
 

field conditions. However, a drought in the northern coastal region caused a
 

disruption in plans according to CARITAS officials. Each of the dioceses made
 

extensive program changes to meet emergency drought conditions.
 

For example, at Trujillo there were 31 FFW projects with about 3,300
 
At
recipients that were not shown on the CARITAS Central Office list of projects. 


FFW active projects as
Chimbote the CARITAS personnel clained there were 201 

Office. For the diocese of
compared to 50 projects listed by the CARITAS Central 


FFW list shows 20,010 persons were receiving
Huacho the CARITAS Central Office 

Huacho personnel said that in excess of 40,000 persons were receiving food
food. 


assistance. The increase in FFW projects was attributed to the climatic conditions
 

in Peru that have resulted in greater number of people seeking food assistance.
 

CARITAS officials said food rations to beneficiaries were reduced to half of the
 

This enabled CARITAS dioceses to feed a larger number of
recommended amount. 

people.
 

Project lists that were submitted by the CARITAS Central Office to us
 

were not accurate and needed to be updated. Neither the projects nor the number
 
The Central Office project
of beneficiaries agreed with Diocesan project lists. 


lists were not current because the field offices did not officially inform the
 

Central Office of the local diocese's programs. The CARITAS Central Office did not
 

instruct field offices to request approval for revisions in food programs. This
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has resulted in the CARITAS Central Office not knowing the actual status of the
 

food programs being implemented.
 

Recommendation No. 1
 

USAID/P should request CRS/CARITAS to establish
 
procedures that provide for dioceses to submit food
 
program revisions for approval to the CARITAS Central
 
Office.
 

Recommendation No. 2
 

USAID/P should request CRS/CARITAS to update and
 
maintain Central Office project lists that reflect the
 
projects actually being implemented.
 

Delays in Delivery of Food from Ports to Warehouses
 

Diocese warehouses were found to be out of certain categories of food
 
and, as a result, recipients were not receiving their programmed rations of food.
 
For example, at the time of our field visits, the Trujillo and Caj.marca warehouses
 
were out of wheat, corn flour and oats. Delays in deliveries of commodities to
 
CARITAS warehouses were caused by port authorities insisting on CRS/CARITAS sub
mitting all shipping documents for exemption of port fees.
 

In order to get a shipment of food out of port, several documents are
 
required by the Port Authorities. These include copies of the bill of lading, a
 
cormmnercial invoice, a phitosanitary certificate from the United States Department
 
of Agriculture, a phitosanitary import permit from Peru signed by the Ministry of
 
Agriculture, a deed of donation signed by CRS/Peru and a duty-free liberation
 
certificate. CARITAS obtains the liberation certificate from the Ministry of Health
 
after all the preceding documents have been presented and approved.
 

Shipments were held-up because the phitosanitary permits from Peru
 
were not being signed and returned to CRS by the Ministry of Agriculture-a process
 
which should normally take 5 or 6 days according to CRS office personnel. For
 
example, shipment No. 1695-C for 18,000 bags of wheat flour was due to arrive in
 
Callao on April 9, 1980. Although the phitosanitary was sent for signature on
 
April 5, 1980, it had not been returned at the time of our review on May 9, 1980.
 
Correspondence from CARITAS/Peru to CRS/Peru dated May 7, 1980 advises that five
 
shipments that arrived in April and four shipments that arrived in March 1980,
 
had not been processed because the local phitosanitaries permits had not been
 
signed.
 

The cause of the delays was apparently bureaucratic but there had been
 
inadequate follow-up by CRS and CARITAS prior to May 7, 1980 to see that documents
 
were signed.
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In another section of the report discussing ports, we have made a
 
improve the deliveries of commodities to
recommendation which we feel will 


recipients.
 

Food Losses are not Reported to USAID/P
 

Food losses occurring at the ports and at inland points were not being
 

properly reported to the USAID/P as required by AID Regulation 11. Section 211.9(f), 
page C-13 as amended requires any loss, damage or misuse be reported promptly in 
writing and "shall include information as to name of the responsible party; kind 

and quantities of commodities; size, and type of containers; and time and place of 
the action taken with respect to recovery or disposal;misuse, loss or damage;... 

and the estimated value of the commodity..."
 

The USAID/P Food for Peace Officer believes that losses were not being
 

reported because none exceeded $300.00. (Cooperating sponsors may elect not to
 

file a claim if the loss on commodities is less than $300). However, unless losses
 
not aware when the value of such losses exceeds $300.
are reported, USAID/P is 


USAID/P needs information on food losses to determine the extent of loss or damage
 

and to follow up to ensure that corrective action is being taken to reduce or
 

prevent other losses and to ascertain that applicable claims are being filed.
 

Recommendation No. 3
 

USAID/P should request CRS to report all food
 
losses as required by Section 211.9(f) of Regulation 11,
 
AID Handbook No. 9.
 

CARITAS was not reporting port losses because CRS was not furnishing
 

CARITAS with copies of independent surveyors' reports. Although CARITAS records
 

show several port losses during a three year period, no loss reports have been
 

Such losses should be included in quarterly statistics submitted to
filed. 

USAID/P. Examples of such losses are:
 

Shipment No. Arrival Date Kilos Shipped Port Loss US$ Value 

Wheat Flour 

1956 C1 
1640 B2 

3/10/79 
12/15/78 

476,280 
68,947 

5,380 
1,773 

2,346 
773 

Bulgur 

1684 D2 
1684 B 
1624 B 

11/25/79 
11/29/79 
8/24/78 

293,026 
298,469 
234,965 

10,445 
1,775 
1,291 

2,820 
479 
349 

Only two claims have been filed against port authorities. Both claims were for
 

Bulgur losses of 40 bags each - one loss occurred during 1978 and the other
 

during 1979.
 



CARITAS does not receive copies of independent surveyors' reports from
 
CRS because of a lack of communication between the two organizations. The reports
 
of ship discharge are necessary to accurately determine the portion of total
 
losses at port discharge which are attributable to the ship and which are attribu
table to the port. CRS receives CARITAS outturn reports, but does not segregate
 
losses between the ship and the port before forwarding all documents to CRS/New York,
 
CRS officials state that CARITAS should indicate on the outturn reports whether a
 
claim should be filed.
 

The deficiency in analyzing the documents to determine port losses was
 
identified in a CRS internal audit report dated May 1978. The recommendation that 
outturn and inspection survey reports be compared so that inland losses can be 
accurately apportioned had ,iot been adopted. 

Recommendation No. 4 

USAID/P should request CRS to furnish CARITAS
 
copies of inspection survey reports so claims can be
 
filed for port losses.
 

Commodity Losses throuqi Robbery 

Four losses of oil through robbery were noted in our review - two at 
Trujillo and two at Cajamarca. None of the losses was reported to USAID/P.
 
USAID/P learned of one loss from an article in the newspaper and the others during
 
inspection visits to diocese warehouses. Three of the losses had not been reported
 
by the diocese to the CARIAS National Office although CARITAS guidelines so
 
required. CARITAS carries insurance against robberies, however, claims had not
 
been filed with insurance c,)wvpanies. Two of the robberies were not promptly
 
reported to the police by the diocese. We estimate the amount of losses, based 
on current invoice values, including freight, to be:
 

Date Oil Value
 

Cajamarca June 1979 12 cases $ 259 l/ 
Cajamarca Sept. 1979 58 cases 1,252 -/ 
Trujillo Feb. 1980 76 cases 1,640 T/ 
Trujillo May 1980 10 cases 216 T/ 

l/ Reported to police.
 

T/ Not reported to police at time of our review. 

Recommendation No. 5 

USAID/P should request CRS to follow up with
 
CARITAS to assure that insurance claims are filed 
for food losses and that insurance proceeds are
 
distributed in accordance with Regulation 11. 

Inventory Shoritaqes at Trujillo Warehouse
 

We reviewed the reported inventory shortages, robberies and alleged 
cover up of losses by diocese officials at Trujillo. We reviewed accounting
 
entries made in the Trujillo control and physical inventory records for the period 
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D-cember 21, 1978, through May 26, 1980, and held discussions with personnel.
 
We noted that:
 

1. Employees responsible for maintaining control records, warehouse
 
inventory records and approving issues of commodites to projects were instructed
 
by CARITAS officials to falsify records to cover up inventory losses.
 

2. To cover up inventory shortages, persons responsible for signing as
 
having received food acknowledged signing for food which was never distributed
 
to them.
 

3. Culpability for mismanagement was placed upon a local employee causing
 
the CARITAS National Office to request that the person be relieved of his duties
 
for incompetence. The person was relieved of his duties and transferred to another
 
position within the same diocese office.
 

4. The quantity on an inventory issue slip was increased to prevent the
 
detection of an inventory shortage.
 

5. The extent of the food losses covered up by subterfuge was in excess
 
of $21,000.00. USAID/P officers said that no claims for the losses would be made
 
because CARITAS' financial condition precludes it from paying the amount. Also
 
losses would be minimized or eliminated once USAID/P recommendations to improve
 
warehousing and accounting controls were implemented.
 

6. A person involved indicated that CARITAS personnel felt that if the
 
extent of losses were fully known the program might be terminated and it was
 
impossible to prevent robbery and other losses from occuring due to the diocese's
 
limited budget.
 

On June 10, 1980, the CARITAS National Office temporarily suspended the
 
program and informed USAID/P that administrative improvements would be made at the
 
Trujillo diocese, including changes in personnel, establishing inventory controls,
 
constructing guard facilities, installing a communication system and training
 
new personnel. USAID/P plans to approve the CARITAS/Trujillo food program only if
 
effective controls are established for accounting and safeguarding the P.L. 480,
 
Title II commodities.
 

Recommendation No. 6
 

USAID/P should request CRS/CARITAS to assure that
 
commodities at the Trujillo warehouse are properly
 
accounted for and distributed to eligible recipients.
 

Storage Procedures at Warehouses Need Improvement
 

Storage procedures included in the Food for Peace Handbook were generally
 
not being adhered to at warehouse locations visited:
 

1. Stacking of commodities was higher than recommended for some commodities.
 
Fiberboard cases of oil were stacked higher than eight layers in almost every
 
warehouse.
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2. Stacks of bags were placed flush against the walls of the warehouses
 
and other stacks instead of being stacked one meter away.
 

3. Openings were not screened with wire netting at Trujillo and Huacho
 
warehouses. Bags of commodities were stored outside in the courtyard at Huacho.
 

4. Sides of stacks were not flush at gaamarca, making it impossible to take
 
an accurate physical inventory. Bulgur bags, for example, were layered in varying

quantities of 30 to 37 within the same stack.
 

5. The warehouse at Trujillo was well constructed but the roof was made
 
of an asbestos type material, adequate for the climate, but not strong enough
 
to prevent breaking and entering.
 

6. Some commodities were not stacked on wood pallets at Cajamarca and
 
Huacho.
 

Although specifications were not complied with in all cases, we found
 
minimal food losses due to spoilage in warehouses. Robberies of oil appears to
 
have been a greater problem at Trujillo and Cajamarca warehouses. These problems
 
were being resolved at Trujillo by improvement of facilities and at Cajamarca by
 
placing oil in a more secure location.
 

No recommendations are considered necessary.
 

Accounting for Commodities Needs Strengthening
 

Standard forms and documents were used by CARITAS to help control the
 
movement and storage of food, but inventory and warehousing procedures were not
 
standardized. Standardized procedures need to be established to improve controls.
 
Weaknesses in inventory and warehousing procedures noted were:
 

1. Responsibilities for control of accounting and warehouse functions were
 
not segregated at Cajamarca and Huamachuco.
 

2. Periodic inventories were not taken at Trujillo (until May 5, 1980) and
 
Huamachuco. Large differences between record quantities and physical stocks went
 
undetected for long periods of time at Huamachuco.
 

3. Transfer of commodities between diocesses was not effectively controlled
 
by the CARITAS National Office. For example, the CARITAS National Office was not
 
aware that large transfers of food from Trujillo to Huamachuco were not recorded in
 
the Huamachuco accounting control. The unrecorded transfers made during
 
September 1979 through January 1980 were not detected until our audit in May 1980.
 
The National Office was vrifying transfers from port to diocese but not between
 
dioceses.
 

4. Differences between physical inventory and accounting controls were not
 
bein g adjusted at Trujillo, Cajamarca and Huamachuco.
 

5. Authority to approve commodity issues was vested in the same individual
 
who maintains the accounting control at Trujillo and a rubber stamp, used for
 
approvals at Cajamarca, was entrusted to the accountant/warehouseman.
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6. Issue forms were being presigned a6 received prior to the actual
 
delivery of food at Trujillo.
 

7. Presigned issue forms were being entered in the accounting control
 
prior to the food actually leaving the warehouse at Trujillo.
 

Recommendation No. 7
 

USAID/P should request CRS/CARITAS to establish
 
standardized procedures for inventory and warehousing
 
for dioceses.
 

Program Inspections and Supervision by CRS Personnel Need Strengthening
 

Although CARITAS and USAID/P personnel are making periodic field
 

inspections of diocese offices and projects, we believe that the expanded food
 
program requires continuous supervision to check on program activities, including
 

the receiving, storing and distributing of food. CRS personnel need to make
 

periodic visits to field offices to assure that CARITAS complies with AID
 
regulations concerning P.L. 480, Title II comriodities.
 

At our request, CRS/Peru prepared a listing of CRS field visits during
 

calendar years 1978, 1979 and 1980 (to May 4, 1980). The listing showed that 8
 

field visits to 11 centers were made during the period:
 

Calendar Year Field Trips Made Locations Visited
 

1980 2 Huari, Huamachuco, Cajamarca
 
1979 1 Chimbote
 
1978 5 Cafete, Huacho, Huancayo, Huari,
 

Huacho, Chimbote, Trujillo
 

CARITAS prepares a quarterly statistical report of visits made to field
 

offices and projects. The report for the quarter ended December 31, 1979, showed
 

that National Office personnel visited 17 of the 33 dioceses and 24 of the 2,672
 

In addition, diocesan personnel made 1,374 visits to recipient centers.
centers. 

CARITAS reports clearly show that the volume of visits to projects has increased.
 

The CARITAS inspection program is relied upon by both USAID/P and CRS to ensure
 

that commodities are accounted for and distributed to eligible beneficiaries.
 

CARITAS supervision in the past has been considered less than adequate by USAID/P
 

and CRS, prompting USAID/P to enter into an operational program grant with CARITAS
 

to improve program administration. The grant provided funds to contract for full
 

time supervisory services. Another operational program grant with CARITAS was
 

being considered at the time of our review which would include funds for continuing
 

the supervisory services. Inspection reports will be submitted to USAID/P and
 

CARITAS.
 

The following examples indicate the continuous need for inspections:
 

1. The CARITAS National Office indicated to USAID in April 1980 that
 

corrective action had been taken at Trujillo to replace an incompetent office
 

In June 1980, we found that the same individual was working in the same
manager. 

food program in another responsible position. CARITAS National Office personnel
 

claimed they were not aware that the indidivual was still employed.
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2. An inspection visit to Cajamarca by a CARITAS employee in May 1980,
 
disclosed a robbery loss of 70 cases of oil. The CARITAS inspector advised the
 
diocese to report the loss to the National Office. Our visit on June 18, 1980,
 
disclosed the same shortages were still carried in the accounting control as
 
inventory. The National Office had not been informed of the shortages so that
 
an insurance claim could be filed.
 

3. At Piura, CARITAS personnel said that in November 1979 an inspector
 
from Lima visited the diocese office and several FFW projects. However, the
 
inspector never informed them of the results of the inspection nor had he sub
mitted a field trip report. 

4. At Tu6bes, the priest indicated that a CARITAS inspector had visited 
the diocese office some months prior. The inspection was limited to reviewing
 
inventory controls. No CRS or USAID/P personnel had made inspections of the 
Tumbes operations. The priest said that he visited a few projects, but could 
not recall the results of his inspection. No inspection reports were prepared. 

Neither CRS nor USAID/P receives copies of CARITAS field inspection 
reports. We believe these reports should be regularly circulated to USAID/P and 
CRS so that they will be aware of project progress and problems. These reports
 
should help both USAID/P and CRS in planning and scheduling their respective 
field inspections. 

Recommendation No. 8 

USAID/P should request CRS to make periodic field 
visits to CARITAS field offices and projects and to 
report the results of the visits to USAID/P. 

Recommendation No. 9 

USAID/P should request CRS/CARITAS to submit copies
 
of field inspection reports to USAID/P.
 

Reporting - Food for Work Projects 

Progress reports are not always prepared and submitted by communities
 
to the diocese offices.
 

Reports on accomplishments were submitted at irregular intervals and 
on many projects no reports were available to determine what had been performed. 
Because of a lack of personnel the diocese offices did not follow up to assure 
progress reports were submitted by communities as required. Progress reports were 
in a narrative form and contain irrelevant material that has nothing to do with 
project accomplishments. 

We believe that progress reporting should be systematic and on a
 
standard form. Diocese office procedures should assure that communities prepare
 
and submit required work progress reports.
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Recommendation No. 10
 

USAID/P should request CRS/CARITAS to design a
 
standard work progress report form and ensure that
 
required work progress reports are submitted.
 

Prior CRS Internal Audit Report Recommendations
 

A management weakness was noted in CRS' failure to effectively respond
 
to an internal audit report. The CRS/New York Internal Audit Report, dated
 
May 1978, contains 9 audit recommendations which, after 2 years, had not been
 
fully implemented or answered. Deficiencies included in the CRS internal audit
 
report were noted during our current audit and included in this report.
 

Thre. of the important findings and recommendations that were included
 
in the CRS audit report but had not been implemented were: (1) the proper
 
investigation, reporting and filing claims for port losses, (2)finding ways to
 
eliminate delays of food in port, and (3)starting a publicity program to inform
 
the public and the recipients that the commodities come from the people of the
 
United States.
 

Correspondence from CRS/New York indicated that corrective action was
 

delayed due to changes of CRS American personnel in Peru but follow up was still
 
taking place.
 

Recommenation No. 11
 

USAID/P should ensure that CRS implements
 
the nine recuinmendations cuntained in the CRS/New York
 
Internal Audit Report of May 1978.
 

- 12 



Church World Services (CWS) and SEPAS Programs
 

Reforestation Food for Work Program
 

Project Implementation 

The project called for an increase in th number of Food for Work
 
(FFW) beneficiaries by over 100,000 during a 2 year period beginning in March
 
1979. Also, more than 41 million seedlings were to be planted over 31,000 
hectares of land in 8 departments of the Peruvian sierra (Cajamarca, Ancash, 
Junin, Huancavelica, Ayacucho, Apririmac, Cuzco and Puno). 

Conflicting recipient status reports indicate that the project has
 
reached different numbers of beneficiaries. The CWS quarterly Recipient Status
 
Reports indicated that the following number of recipients received P.L. 480,
 
Title II commodities:
 

April --June 1979 3,087 
July - September 1979 5,780 
October - December 1979 8,240 
January - March 1980 17,705 

For the same period, April 1979 through March 1980, the Directorate General
 
of Forestry and Fauna (DGFF) reported that a total of 19,077 workers had
 
received P.L. 480 Title II food.
 

DGFF records showed that the seedling production and reforestation goals 
for the first year, April 1979 through March 1980, were reached or exceeded. 
Reports showed that DGFF produced 97 percent of the programmed goal of 11 
million seedlings and exceeded its goal of planting 6,500 hectares by 39 
percent. However, these results were suspect and we have questioned the
 
accuracy of the reported accomplishments in another section of the report.
 

In March 1980, a USAID/P officer commenting on the project's first year
 
activities stated that food was distributed to 10,000 plus beneficiaries. The
 
officer also indicated that as a result of well planned coordination and high
 
degree of interest among the implementation entities (SEPAS, ONAA, DGFF), the
 
project was ,n schedule and in some departments ahead of the programmed level.
 

Inspection and Supervision of Project Sites
 

In our visits to the departments of Puno and Cuzco, we observed that a
 
large number of trees planted under the reforestation program had been destroyed
 
by freezing weather, lack of water, livestock and people who did not want trees
 
planted. In Puno the freezing weather had caused destruction of 30 to 90 per
cent of the trees at certain projects. At one location, itwas estimated that
 
9,000 of the 10,000 plantings had died because of a lack of rain. At other
 
sites, we were told that the plants died because they were not mature enough to
 
withstand the local environment. We were later told by DGFF officers that this
 
was probably correct. Immature plants could have been planted just to meet the
 
planting goals.
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DGFF personnel did not make periodic visits to the project sites to 
inspect the progress of the plants and to detect problems hindering implementa
tion. We found that many projects had not been visited and, as a result, DGFF
 
personnel did not know if the trees had survived. DGFF officials agree that
 
project inspection and supervision was inadequate but claimed that their mobi
lity was affected by the lack of transportation. DGFF vehicles were old and in
 
constant need of repairs and fuel. DGFF had been trying to improve vehicle
 
availability and had initiated procurement of a pick-up for each of the depart
ments and two 5-ton capacity trucks. Mobility for project inspection and
 
supervision was also hindered because assigned vehicles were sometimes used for
 
other DGFF projects.
 

Community people participating in the reforestation program said they
 
had received no technical guidance or training on maintaining the trees.
 
For example, at sites where trees had been destroyed for lack of water, people
 
said DGFF personnel had never instructed them the trees should be watered after
 
planting. They assumed that the rainfall would provide sufficient moisture.
 
Unfortunately, rainfall had been considerably below normal in areas where trees
 
were planted. For example, in the Department of Puno we were shown a project
 
that had been visited by DGFF technicians in February 1980. At that date the
 
project's plants were reported in good condition with projected losses of 10
 
percent. In our visit in July 1980, we found tree destruction to be 60 to 70
 
percent due to the lack of water. Community leaders said DGFF personnel had not
 
instructed them to water the plants. We noted that water was flowing in a
 
creek about 100 meters from the planting site.
 

Other implementation problems referred to in the Project Evaluation
 
Summary as needing corrective action were still unresolved at the time of our
 
field inspection. These unresolved implementation problems included increasing
 
supervision of SEPAS' accounting procedures and proiect implementation data 
collection, providing additional information to AID on trees destroyed, assuring
 
vehicles for project use, increasing technical training to community participants
 
and providing visual and printed materials on nutrition.
 

Recommendation No. 12
 

USAID/P should request the DGFF to
 
assign sufficient vehicles to the
 
reforestation project for adequate 
inspection and supervision.
 

Recommendation No. 13
 

USAID/P should request CWS/SEPAS, in
 
conjunction with the DGFF, to make
 
scheduled visits to reforestation pro
jects to determine progress and to provide
 
nutritional, educational and technical
 
guidance to reforestation participants.
 

Improvement Needed in Progress and Accomplishments Reports
 

Reporting on progress and accomplishments by the DGFF was a continuing
 
probl em.
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The SEPAS Director said that some DGFF reports were 4 to 6 months late.
 
For example, in July 1980 reports through the month of January 1980 had been
 
received from the Department of Cajamarca. The reports are needed to know the
 
official status of commodities, the production of plants, the number of trees
 
that were planted and the number of workers.
 

DGFF reporting needs to be improved to show correct accomplishment
 
quantities. For instance, for the period April 1979 through March 1980 DGFF
 
reported planting 4,360 hectares of trees at Cuzco, 290 percent over the goal of
 
1,500 hectares. According to DGFF technicians, about 1,100 trees can be planted
 
on one hectare or 4,796,000 trees should have been planted on 4,360 hectares.
 
DGFF reported planting 2,597,000 during the period at Cuzco, a difference of
 
2,199,000 trees. We were shown internal reports that indicated 2,212 hectares
 
with 2,340,000 trees had been planted during the one-year period. Because of an
 
employees' strike at the close of this audit, we were unable to determine the
 
correct number of trees that were planted.
 

Recommendation No. 14
 

USAID/P should request CWS/SEPAS, in
 
conjunction with the DGFF, to revise and
 
submit an accurate accomplishment report
 
for the period April 1979 through March 1980.
 

Accurate Inventory Reports Needed
 

SEPAS inventory reports did not account for all commodities stored at
 
regional warehouses. Procedures need to be developed so that accurate inventory
 
reports are prepared.
 

The CWS/SEPAS Commodity Status Report for the quarter ending March 1980
 
showed a food balance of 1,909,826 kilos, including 436,748 kilos stored for
 
the reforestation program at regional warehouses. The DGFF, however, reported
 
at the close of March 1980 there were 257,834 kilos of food stored at the eight
 
regional warehouses, a difference of 178,914 kilos. On the other hand, the
 
National Office of Food Support (ONAA), responsible for the regional storage

of SEPAS commodities, informed us that at the end of March 1980 there were 
475,450 kilos of P.L. 480, Title II commodities in storage for the reforestation 
program. 

SEPAS officers explained the difference in inventory quantities among
 
the three reports was due to different reporting dates. We agreed that this
 
could be part of the problem because we had noted at Cuzco that the cut-off
 
date for monthly reports was about 10 days before the close of the month. Other
 
quantity differences may be due to commodity status data not being included in
 
summary reports because the regional reports were not available at the time the
 
summary was prepared.
 

SEPAS officers said their inventory balances were not reconciled with
 
the reported ONAA or DGFF commodity balances. SEPAS personnel were concerned
 
about the inventory differences and plan to work with ONAA and DGFF officials
 
to work out procedures for reporting and reconciling inventory differences.
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Recommendation No. 15
 

USAID/P should request that CWS/SEPAS
 
develop procedures that provide for accurate
 
reporting of regional warehouse inventories
 
and reconciling of inventory differences
 
with Peruvian implementing agencies.
 

Improvement is Needed in Reimbursement Procedures
 

DGFF personnel complained that cumbersome reimbursement procedures
 
resulted in funds not always being available for operational expenses in a timely
 
manner. At the three field offices we visited, funds were not available to pay
 
for vehicle fuel and maintenance. Vehicles were inoperative because repair
 
shops lacked funds to procure spare parts.
 

Reimbursement procedures called for an initial advance and subsequent
 
reimbursements. The advance was to cover anticipated expenditures for 90 days
 
and could be increased or decreased based on estimates of the project's needs.
 
The AID advance was made to SEPAS, which then provided funds to the DGFF to pay
 
for fuel and vehicle maintenance costs. The reimbursement procedures were
 
extremely bureaucratic, requiring the processing of expense vouchers through six
 
offices before reaching USAID/P.
 

We believe the reimbursement procedures could be improved by making
 
SEPAS responsible for paying the fuel and maintenance costs of vehicles assigned
 
to the project. A petty cash fund could be established with the SEPAS representa
tive in each of the eight departments. The SEPAS representative would remit
 
office expense vouchers directly to SEPAS/Lima, by-passing five GOP offices. The
 
SEPAS Director felt this procedure would result in eliminating 20 to 30 days in
 
processing reimbursement requests and provide better assurance that funds would
 
be available to pay fuel and maintenance costs.
 

Recommendation No. 16
 

USAID/P should request SEPAS to
 
establish a petty cash fund at each
 
department to pay vehicle fuel and main
tenance costs, and establish procedures
 
that will assure funds are reported and
 
accounted for.
 

Coordination Between SEPAS, ONAA and DGFF
 

In general we found there was communication, coordination and
 
cooperation among the three implementing entities, SEPAS, ONAA and the DGFF in
 
carrying out the food program. However, at the Department of Cuzco we found
 
there was little or no communication between the SEPAS representative and the
 
DGFF sub-director due to personality clashes as a result of differences in
 
viewpoint and philosophy concerning community development activities. The SEPAS
 
representative has not been able to carry out his administrative duties and
 
responsibilities under the reforestation project, especially the supervision
 
and monitoring of commodities received in the Cuzco area.
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The SEPAS representative said that since the beginning of the project in
 
1979, it had been difficult to coordinate project activities with the DGFF. At
 
the time of our visit in July 1980, the SEPAS representative had no office space
 
and was working out of his home. The DGFF provided little or no logistical
 
support. The SEPAS representative told us that he had occasionally travelled with
 
DGFF personnel to review a reforestation project. Although he requested DGFF
 
transportation, it was usually not available for his monitoring and supervising
 
the projects. The SEPAS representative said that in May 1980 he prepared and
 
submitted to the Cuzco DGFF a work plan for implementing the 1980-81 reforesta
tion campaign. The DGFF had not acknowledged receiving the work plan.
 

The DGFF sub-director informed us that he regarded the SEPAS representative
 
as incompetent, a malcontent and under no circumstance would he accept working
 
with him. The DGFF sub-director pointed out that the success of the reforestation
 
program in Cuzco was due to his efforts alone.
 

Both USA!D/P and SEPAS/Lima officials were aware of the lack of
 
coordination bet%.een the project offices at Cuzco. USAID/P officers met with
 
SEPAS and DGFF officials to resolve the impass at Cuzco. In July 1980, after
 
our visit to Cuzco, USAID/P officers met again with SEPAS and DGFF officials to
 
discuss the coordination problem at Cuzco.
 

The SEPAS Director explained the fundamental reason for the lack of
 
coordination and communication was in project philosophy. SEPAS believes that
 
participating communities should be motivated to accept the planting of trees
 
and organized to carry out other community projects. The Cuzco DGFF sub-director
 
does not share these feelings and only follows and complies with the legal
 
decree governing the planting of trees in Peru. Sometimes this results in having
 
to use forceful means to plant the trees. However, this forceful method may have
 
negative results because community members may not want to take care of the
 
plants. The SEPAS Director stated that a visit was planned for early August at
 
which time a decision would be made to improve the situation.
 

We were later advised by USAID/P officers that the August 1980 visit
 
had resulted in the DGFF agreeing to provide SEPAS representatives logistical
 
support, including office space. Both organizations agreed to work together to
 
successfully carry out the reforestation program.
 

Although we are not making a recommendation, USAID/P should closely
 
monitor the Cuzco/SEPAS reforestation program to assure itself that effective
 
communication and cooperation is used in carrying out project activities.
 

Claims were not Filed for Food Losses at Port
 

CWS/SEPAS personnel were not filing claims against Port Authorities
 
for food losses that were incurred at the ports.
 

CWS was not complying with AID Regulation II,Section 211.9(e), p.13,
 
as amended, that requires cooperating sponsors to make every reasonable effort
 
to pursue collection of claims. USAID/P officials have not asked CWS/SEPAS to
 
comply with the regulation. During the period July 1, 1977 to March 31, 1980,
 
we noted that CWS/SEPAS reported 14 instances of food losses valued at $22,700
 
that were attributed to Port Authorities. Each of the 14 instances involved
 
food losses in excess of $300.
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In 1978 and 1979 CWS personnel unofficially attempted to file
 
a claim with Port Authorities for food losses. CWS reported that the Peru Port 
Authorities would not accept claims for losses occurring within their juris
diction. 

Recommendation No. 17
 

USAID/P should request CWS/SEPAS to
 
file claims for food losses incurred within
 
the jurisdiction of Port Authorities as
 
required by AID Regulation II,Section
 
211.9(e), as amended.
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Seventh Day Adventist Welfare Services (SAWS) and OFASA Programs 

panded Urban Food for Work Program 

The SAWS/OFASA Expanded Urban Food for Work Program had generally 
reached its qoal of expandinu the feeding program to urban inhabitants of the Lima 
mr cropolitanoueblos jovenes. However, we question whether the project's 
objectives were fully met. 

The project, which was initiated in September 1978, called for 
increasing the number of beneficiaries under Food for Work activities in th'e Li. 

pueblos jovenes to a total of 120,000. At the close of June 1979, SA'JS/OFASA 

reported in its Recipient Status Report (RSR) that this objective had been reached 

when 33,340 beneficiaries received P.L. 480, Title II commodities. However, aftei' 

that date SAWS/OFASA's feedi ng proyram for the Food for Work activitics had 
varied from 40,755 beneficiaries, for the quarter ending December 1979, to 110,460 
beneficiaries, at the close of March 198C. 

SAWS/OFASA personnel said they had not been able to maintain the 
feeding obj,.Live of 120,000 recipients for several reasons. The geographic area 
being serviced by the program is small which limits the number of work projects. 
Also, SAWS/CiFASA encourages work programs that will give a lasting benefit to the
 

SAWS, with USAID approval, expanded its project food activities to
communities. 

wereother areas. For example, at Arequipa we visited 4 of 16 new projects that 

initiated in calendar year 1980. The expansion of project activities to other 

areas should help in reaching the goal of 120,000 recipients. 

The project was to improve the living standards and nutritional status
 

of the pueblos jovenes poor by providing P.L. 480, Title II commodities. We agree 

that over a short-term the poor have been helped by the supplemental food as many
 

unemployed, especially women, were employed and provided food in the community
 

projects. However, it is doubtful whether the nutritional status of the
 

recipients has been appreciably increased as most of the projects were of short
 

duration, usually about 3 months. SAWS' Operational Plan stated that the Food
 

for Work program helped to provide sufficient food for the unemployed and
 

underemployed. At the same time the program contributes something to improve the
 

standard of living of the less-favored communities in Peru. The evaluators of
 

the program stated in their December 1979 evaluation report that the nutritional
 

benefit of the food distributed was difficult to evaluate because of the short
 
time span of the individual projects.
 

SAWS/OFASA provided basic information on health and nutrition practices
 

and the use of P.L. 480, Title II foods to some project participants. However,
 

in our visits to projects we found that some groups had received little or no 

orientation on health and nutrition nor had they been instructed on how to prepare 

the food or utilize the food as a supplement to local foods. The evaluators of 

the Food for Work program stated in the December 1979 report that 83 percent of 

the persons queried indicated that no orientation on preparing food had been 

received.
 

SAWS/OFASA officials were making efforts to assure that nutrition
 

education is given to participating communities. In January 1980 a pilot test
 

program in nutrition eduuation was started with communities participating in the
 

Food for Work program. SAWS/OFASA required at least two community participants 
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to attend a nutrition course. The course was designed to instruct the attendees in
 
the value, preparation and use of PL. 480, Title II food. Communities receive
 
the first month's food allotment after one to three persons successfully complete
 
the nutrition training.
 

Food for Work Projects
 

We visited some Food for Work community development projects.
 
Construction primarily because of a lack of materials was at different levels of
 
completion. For example, we observed that school classrooms were half completed
 
because roofing, doors, windows and other materials needed to complete the
 
projects were not available. Community leaders informed us that the classrooms would
 
be completed once money was obtained from either the people in the community or from
 
government sources. At a project involving the construction of a water reservoir
 
by 100 workers, work had stopped because the community needed money to buy cement
 
and steel. No one knew when or from where the money would be obtained to buy the
 
needed materials.
 

The lack of materials has been addressed in the Operational Program
 
Grant which has provided funds for the purchase of materials to be used in special
 
community de.,elopment. The grant also requires SAWS/OFASA~in selecting projects, to
 
obtain from communities a 50 percent contribution toward the cost of materials
 
where possible.
 

Disposal of Infested Food
 

Community leaders were distributing food to project beneficiaries that
 
may be unfit for human consumption. Project personnel did not know that contami
nated commodities should be inspected by a public health official to determine
 
whether the food was unfit for human consumption. For instance, at one project
 
with about 170 participants we were told that three bags of cornmeal were infested
 
with weevils. The food was distributed to the workers without determining whether
 
the food was fit for human consumption. At another project having an undetermined
 
quantity of infested food, beneficiaries were told to either consume the food or
 
give it to tneir animals.
 

Although there were no reports of large quantities of infested food, we
 
believe that community project leaders should be instructed not to distribute
 
infested food until it has been determined that the food is fit for human
 
consumption.
 

Recommendation No. 18
 

USAID/P should request SAWS/OFASA to instruct
 
project community leaders on inspection and disposal
 
procedures to follow on infested food.
 

Commodity Status Reports
 

SAWS Commodity Status Reports did not show exact quantities of
 
commodities, but were rounded to thousands of kilos. SAWS personnel said that as
 
its Annual Estimate of Requirements was calculated in thousands of kilos, they
 
reported the same way. The result of rounding to thousands of kilos made it
 
difficult to reconcile reported quantities with commodities actually received,
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issued and on hand. For example, in 1979, SAWS reported receiving 258,000 kilos 
of oil. The actual quantity received was 257,636 kilos, a difference of 364 kilos. 
To illustrate further, for the period July 1, 1977 through March 31, 1980, SAWS 
reported receiving 1,845,000 kilos of oats. The bills of lading showed that 
1,843,713 kilos arrived at Peruvian ports, a difference of 1,287 kilos. USA',' 
personnel had not called SAWS's attention to reporting actual commodity quantities. 

We discussed the need to report actual quantities with the SAWS Director 
who agreed to record actual amounts in future reports. 

Recommendat on No. 19 

USAID/P should request SAWS to include in its future 
Commodity Status Reports the actual amounts received, 
distributed and on hand. 

Sale of Commodities 

In September 1977 the SAWS Director officially reported to USAID/P 
t.lac in April 1977 tile Director of OFASA had sold 435 bags of dry peas valued at 
$6,063.90. Transportation costs for the bags was $1,998.10 increasing the total 
value of the dry 1-was to $8,062.00. SAWS had not notified USAID/P of the claim 
made against Lne O-ASA Director, who had been suspended. USAID/P had not filed 
a claim against the voluntary agency for SAWS's failure to initiate claim 
proceedings as required by AID regulations. 

USAID/P records indicate that during a 5 month period in 1977 the OFASA 
Director authorized issuances of peas to 10 n.on existent projects. The peas were 
reportedly snld to an intermediary. According to newspaper articles, the civil 
guard arrested the intermediary and others and confiscated 75 bags of peas and 
other OFASA commodities. It was also reported that at the arresting site there 
were over 1,000 empty bags with OFASA markings. The records do not show what the
 
1,000 plus empty bags contained.
 

In February 1978 the USAID/P Assistant Food for Peace Officer reported
 
that the SAU.S Director had not furnished USAID/P with current information on 
the commodity loss. He felt that USAID/P should not proceed with a claim against
 
SAWS because he did not believe that any purpose would be served.
 

The current Director of SAWS was not aware that the loss was still pending. 
However, after discussions with his staff members he said that all the data on the
 
loss would be gathered and that an up-dated report would be prepared and submitted
 
to USAID/P. 

Since SAWS has not made payment, we believe USAID/P should file a claim 
against the voluntary agency in accordance with AID regulations. 

Recommendation No. 20
 

USAID/P should issue a bill for collection to
 
SAWS for the amount of the food loss.
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Government to Government Program
 

School Feeding Program Needs to be Reorganized
 

The National Primary School Feeding Program was not being effectively
 
implemented and should be reorganized to better utilize the P.L. 480, Title II
 
commodities to combat malnutrition among school children. The GOP did not provide
 
adequate funds for transportation of supervisors and inspectors, storage facilities,
 
office space and equipment to support the program. Consequently, the school
 
children were not receiving the benefits planned and expected from the feeding
 
program.
 

The transfer agreements between the Governments of the United States ano
 
Feru provide for the delivery of P.L. 480, Title II commodities in sufficient
 

The 1979 school year requirequantities to feed 500,000 primary school students. 

ments were calculated at 10,950 metric tons. These commodities were programmed
 
for distribution throughout Peru. To implement the feeding program, the GOP was
 
to purchase ur produce sufficient food to feed the school children not receiving
 
P.L. 480, Title IIcommodities. In 1979, the GOP budgeted the equivalent of $5.3
 
million in local currency to support the program.
 

Ihe program has not been effectively implemented. For example, the
 
quarterly report for the period ending December 31, 1979 showed that the school
 
feeding program distributed only about 31 percent of the programmed food ration
 
for the 1979 school year. In addition, we were unable to determine or receive
 
from GOP officials (requested three times) the type and quantities of commodities
 
that were purchased locally to support the feeding program. However, based on
 
discussions with school and other GOP officials involved with implementation of
 
the program substantially less than the needed quantities were provided.
 

There were several reasons for the less than planned performance of the
 
program, sucn as divided responsibilities among GOP agencies, delayed deliveries
 
of commodities and limited budgets. These items will be discussed in the following
 
paragraphs.
 

Divided Responsibilities
 

The responsibilities for managing the school feeding program was
 
divided among three separate GOP agencies. The National Office for Food Support
 
(ONAA), a semi-autonomous agencyreceived the P.L. 480, Title II commodities at the
 
ports, transported the food to its central warehouses, and then delivered the food
 
to Ministry of Health and Social Welfare storage areas throughout Peru. These
 
storage areas were responsible for allocating the commodities to designated school
 
districts. The food items delivered to the school districts under the Ministry of
 
Education we-e then distributed to individual schools for consumption by the
 
students. This was a costly and time-consuming procedure.
 

We believe that having the responsibility for the receipt, storage,
 
and distribution of commodities in three separate GOP agencies adds to the delivery
 
time. ONAA officers advised us that they were legally authorized by decree law
 

No. 21788 to carry out the food program. These officers also advised us that
 
ONAA had the capability and was willing to assume the responsibility for implementing
 
the P.L. 480, Titl(. II program. By making ONAA responsible for delivery of the
 

commodities to the final users, the individual schools, transfers to two storage
 



areas would be eliminated and the warehousing, accounting, and reporting would
 

be in one agency.
 

Delayed Deliveries of Commodities 

Food deliveries to the individual schools were irregular. USAID/P 
records showed that P.L. 480, Title II commodities arrived at Peru ports during 
the period June 7 to September 16, 1979. During our visits, some school directors
 
told us that the P.L. 480, Title II commodities were received in December at the 
close of the school year. Other school directors advised us that the food was
 
received during October and November 1979.
 

In 1980, schools opened the first week of April. We found during
 
our, visits in May and June 1980 that food deliveries started about the middle of
 
May. At some schools, we were advised by the directors that no food had been
 
received during 1980 and no date had been set for the first deliveries.
 

Officials in the school feeding program advised us that the delay
 
in deliveries of food to the schools was due to bureaucratic procedures involving
 
food programming and lack of transportation. Delays involving programming would
 
relate to divided responsibilities among the three agencies involved in the
 
program. The lack of transportation could result from limited funds.
 

Limited Budgets
 

Based on discussions with officials responsible for implementing
 
the school feeding program, limited budgets have adversely affected impl-..Ientation
 
in several ways. Limited food supplies have been provided, adequate transportation
 
has not been available and necessary tools and equipment were not provided. All
 
of these factors reduce the planned benefits to the recipients, school children.
 

Some school directors advised us during our visits that food was
 
received only for children in the first two grades. For example, in one district,
 
P.L. 480, Title II commodities were distributed for May and June 1980 to 54 schools
 
to feed only those students in the first and second grades. However, school
 
officials advised us that all students attending the schools had been fed as long
 
as the commodities lasted. This results in the children receiving food for a
 
shorter period of time or in diluted rations. School officials advised us that
 
all students should be fed because the older students are as malnourished as the
 
younger children.
 

Regional directors of the feeding program have been instructed that
 
a school receiving P.L. 480, Title II commodities is not entitled to receive
 
locally procured food. In general, this procedure was followed. However, in Cuzco,
 
we found that some schools were receiving both types of food. For example, one
 
director reported that the 17 schools under his supervision were issued both types
 
of food. He decided to mix the foods because he believed the results would be a
 
more balanced and apetizing meal for the students.
 

Many rural schools were not receiving food due to insufficient food
 
on hand or the schools were a great distance from the district office responsible
 
for distributing the food. For example, in Tumbes the regional director indicated
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that several schools had not received food because of the distances involved.
 

The rural schools were not informed that the food was available. 

School gardens were not producing the anticipated food that was 
to complement P.L. 480, Title II commodities. School officials advised us that 
due to a lack of water, seeds, tools and fertilizer they were unable to plant 

and grow traditioiial vegetables. School principals had asked for help from the 
Ministries of Education and Agriculture, but had received little or tc assistance. 
In 1979, the GOP budgeted $14,300 to purchase equipment and other support items 
for school gardens. We were unable to determine how much was spent. 

In general, schools lack adequate kitchen facilities, including 
pots, pans, and other cooking utensils. Some schools we visited had inoperable 

Usually the stove did not function because of deterioratedkerosene stoves. 

hUrners that needed to be replaced. The GOP has made some effort to furnish
 

However, the quantity of pots and pans receiveds,.hools with cookini utensils. 

al regional offices did not begin to meet the demand of individual schools.
 

School feeding program officials said the Ministry of Health (lid 

not always p jvide regional directors adequate budgets for effective administration 
feeding program. Regional directors advised usand supervis'on of the school 


because transportation wasthac inspection/supervision of schools was not adequate 
not readily available. Vehicles were usually available only for other uses. The 

regional directors also complained that money for per diem and other travel costs 
insufficient to permit visiting a representative
was not available or the amount was 


number of schools. Funds from the sale of food containers were also used to pay
 

per diem and travel costs of inspectors/supervisors. However, we were told the
 

sales proceeds were insufficient to fully cover the inspection/supervision travel
 

It is important that funds be available for inspection/supervision to
costs. 

assure that commodities are accounted for and to promote the participation of
 

communities in the school feeding program including the formation of parents
 

commi ttees.
 

Because of the lack of transportation and budgetary restrictions
 

promotors and nutritionists working in the program were not providing sufficient
 

guidance and training to teachers, food supervisors, cooks and volunteer workers.
 

School principals advised us this assistance was especially helpful when there was
 

foods to supplement the P.L. 480, Title II commodities.
available local 


Regional directors and other personnel who were assigned by the
 

Ministry of Education to the Ministry of Health to supervise and inspect the 

school lunch program were required to work 40 hours or more d week. However, the
 

said they were paid only for working 25 hours. This payment procedure
personnel 

results in poor morale and loss of interest in work.
 

We found that generally the Ministry of Health's storage areas
 

were not designed to store large quantities of commodities. The storage space was
 
We were told in Sicuani, Department
usually in a hospital room(s) or hallway. 


of Cuzco, that on occasions when schools are closed commodities have to be stored
 

at health centers as there is not enough space at the hospital. Other storage
 

sites were away from the hospital. Generally we found these storage facilities to
 

For example, at Cajamarca the warehouse was in an
be inadequate for storing food. 
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old building located in the center of the city. There was evidence of rat
 
infestation. The food in storage had been received from ONAA's warehouse in
 
Cajamarca, a new modern building. We do not understand why the food was not left
 
in ONAA's warehouse and distributed from there to the schools.
 

The regional directors did not have sufficient office space and
 
lacked office equipment and materials. We found regional personnel, 4 to 6 on the
 
average, usually crowded into one room. Personnel said office equipment was not
 
provided and they had to borrow whatever was needed. They requested additional
 
space and office equipment from the Ministry of Health but had been told 1.hat due
 
to budgetary restrictions the Ministry was not able to comply with their request.
 

The school lunch program lacks information that allows for the
 
measurement of program impact. None of the schools visited had scales to weigh
 
the children. We were informed by some school principals that children were
 
weighed/measured at the beginning of each school year, usually by local Ministry
 
of Health personnel. At some schools only the younger children were weighed/
 
measured by ministry personnel. However, at many schools we learned that no
 
weight/measures were made. School principals said they did not know what use
 
ministry officials made of the weight/measure data. Some school principals and
 
teachers said that in their opinion there was a nutritional improvement and strongly
 
felt the P.L. 480, Title II food was helping the school children.
 

USAID/P has been aware for some time of the school feeding program's
 
management problems and that organizational improvements were needed. On June 1,
 
1979 the USAID/P Food for Peace Officer informed the Ministry of Health that the
 
school feeding program had a series of problems and deficiencies. For example,
 
thousands of tudents in the Lima metropolitan area did not receive food during
 
the months of May and June 1979 even though commodities had been available since
 
the beginning of the school year in implementing agencies' warehouses. Also
 
many program coordinators and promotors lacked information on the 1979 food
 
program, including the quantity of the approved food rations. Other deficiencies
 
included the lack of continuity in distributing the food, supervisory visits were
 
not being made, regional offices were not functioning because personnel did not know
 
their duties and responsibilities and regional offices had inadequate storage
 
facilities. The Food for Peace Officer indicated that USAID/P would seriously
 
consider ending its support in those areas where the program was not being efficiently
 
admi ni stered.
 

On July 9, 1979 the Chief of ONAA advised USAID/P that his agency
 
was concerned about the food program's management problems and indicated positive
 
action would be taken to satisfactorily reach the programs' goals and objectives.
 
In response to this letter, the Food for Peace Officer repeated USAID/P's concern
 
about the food program and stated that it would be difficult to justify the
 
continuance of the food program on a national basis and would restrict the program
 
to those areas where it was well managed unless corrective action was taken to make
 
improvements.
 

We believe the GOP needs to improve the primary school feeding
 
program to ensure that all eligible school children receive a daily food ration
 
that will result in combating malnourishment. The on-going food distribution
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BEST AVAILABLE DOCUMENT
 
_
t on sc , c' :,I , ... , c 

- jra;ilhCdS. doesIe cr_ ,4,,ear toc,.ot.)_:ave.~f had efa nutritional impa,P, 
bause of - e foo. Wb ~ieve that USAID/P should fc,- po 

.e. dcnI ,,1 tie i c.: ,ou'r.. in s,_.vc if c areas of Peru instt,. d of 

,sue ri . '':7 I 1 0 . be available on a reyuLar C1,a,- , - 2 is r, . 
'
 10 Hie aS L IraLI ,- " . " "'Li I-". > 7 ' i~ ct . 

1.?e lldatio No. 21 

USAI/P, in conjunction , ith GOP authori tics, 

should reorganize the distribution of P.. 4b0, 
Tir.le TI ccmmedi ties to improve procram ianaceert 
including the designating of specific areas in Peru 

that will rece1,ive P.L. 480, Title 11 food, supplyiiig 
)ichen cooki ng to educati on centersan" equi pment 

•rrvi di inq -u Fici enL funds tc rpa , the Trns rit _.t, on 
t)fS" c, !',odities from the port to educa i ,c)c, nters 

ar; ~eo .ir and transportation of Inspec tor, Ipervi:ors 

... .. o .i'.',at , 2 

USA%1D,/P .hould request the GOP to improve Lhe 
.iver' ... 7itle II food to education centE.rs by 

thin 1? Tra'sf1rCi--gnati'n,- .'AA responsible for signing 
A-.hor~',ti o., and for receiving, warehousii , di striibutinc 

tA-,du(Ation centers and reporting on P.L. 480, Title Ii 

- mcInod i ie -. 

Ilm ve i ,- . ld in :.c;-',iodit,__ Reports 

To. .:oroli. re, ,ortS between the del i veri ny and recei vi ng organi zati on 

were not in a .emecn-. No :-!tempt was made to reconcile the differences in these 

reports. 

',IP fcrnd at the c( ose of December 1979 there were differerces in 

quanti 1ie- _ odi ties reported by ONAA as delivered to Ministry of HieaIth area 

as received by these warehouses.warenouses ird reported 

K I LOS 

OHAA Reports Ministry of Health 
Delivered Re_orts Received D.ifference 

cSV 960,416 2,903,446 (56,960
29,093,2M0,86429,751,328Flour 

bulgur 2.578,204 2,513,352 (64 , 52
 

678,964 S72,263 193,299
Vegetab, Oil 
Non-fat -. !,:iik 2,990,966 2,824,445 (166.521) 

(63,728)Rice 964,502 900,774 

(93,799)
Oats 680,024 586,225 


The above quan-'i:ies represent accumulated amounts for the period July 1, 1977 

31, and the from hospital areas,to December 1-979 include reports all 
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w d4 ,,sussed with 'linistry of Health officials the differences in 
quantities repo. ,6'; as delivered to ONAA and received by the Ministry of Health 
storage areas. '..L first the officials thought the differences were due to non
reporting by t1e storage areas. It was pointed out that the Ministry of Health 
accountant had assure us the storage area reports were through December 31, 1979.
 
Cther differences were attrituted to errors. Ministry of Health personnel did not
 
compare or verify with ONAA the quantities reported as received by Ministry of 
Health storage areas. There was no communication between the two government 
entities concerninqc the shipments of food to Ministry of Health area warehouses. 
The Ministry of health accountant claimed that he had visited the ONAA offices to 
ask for food di:liver, inforriation, but was told that ONAA personnel were not 
available. ONAA oersonnel confirmed that little or no information about food 
deliveries was furnished to "inistry of Health personnel. 

,e do not believe hat Ministry of Health officials were too concerned 
aLcut the differ-reces in qLatiities of food reported in ONAA and Ministry of 
Health reporrs. 1,:e r,cqestsed on three occasions for M11inistry of Health officials 
to update the quarteriy rep;ort ending December 1979. Finally in July 1980, a 
draft of an 
accountant. 

updated quarterl., report was submitted by the Ministry 
Hoever, the differences had not been reconciled. 

of Health 

Beconenda'ion No. 23 

USAIDiO should request the Ministry of Health to 
review its cowmodit controls and procedures to account 
for the dif-erence between the ONAA and Ministry of Health 
reports and inform USA.D/P about inventory adjustments 
that are rm!.e, if any. 
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Evaluations of P.L. 480, Title II Programs Should be Made
 

Government to Government Program 

USAID/P needs to make a comprehensive evaluation of the school feeding
 
program to deternine what nutritional impact the program has had on school 
children receiving P.L. 480, Title !I commodities.
 

In November/December 1977, at USAID/P's request, a consultant from
 
AID/Washington visited Peru to assist in determining whether to continue the
 
school feeding program. The consultant concluded that the school feeding program
 
should continue for 3 more years and suggested an alternative to the customary
 
national sample anthropometric evaluation study. He suggested a pilot evaluation
 
study in Lima and one other school feeding area (Puno). The contractor indicated
 
that the assessment of the nutritional impact of school feeding in Peru required
 
the development of a set of hypothesis expected to be verified through evaluation.
 

In Mar-.h 1978 the Ministry of Health initiated an evaluation of the
 
food programs. 2 evaluation design provided for studies to be made in Lima 
and the depart, .,it of Puno and included anthropometric measurement on test 
participants, clinical evaluation of nutritional status and a family nutrition 
and economic impact study. On May 16, and July 22, 1978 USAID/P signed agree
ments with the Ministry of Health providing US$11,000 to pay the costs for evalua
ting the school feeding program in Puno and Lima.
 

in September and October 1978 an AID consultant visited Puno and Lima 
to monitor the course of the evaluation. In Puno he found that virtually no 
substantive work had been done in the 6 months since March 1978. Outstanding 
problems noted by the contractor at Puno were the lack of a solid statistical
 
capability; the difficulty of .determining the actual daily ration of food eaten
 
in the school feedinig program; the difficulty of administering the clinical
 
study of the evaluation and a change in certain key administrative positions.
 
However, in summary, the consultant stated that the Puno evaluation seemed to be
 
well on course. USAID/P said it disagreed with the consultant's conclusion that
 
no substantive work had been done by the Ministry of Health evaluators. They
 
pointed out that school feeding program personnel had visited selected communi
ties to meet school personnel, compiled statistical data at the schools, designed
 
forms and proposed guidelines for making the anthropometric examinations and
 
gathering other pertinent information.
 

Conce'ning the progress of the evaluation in Lima, the consultant
 
reported that progress had been more rapid and was further advanced than in
 
Puno. The consultant noted that in Lima 6 months after the evaluation started,
 
a working relationship had not been established with the institute of Nutrition.
 
The Institute's cooperation was needed to help prepare program survey design,
 
questionnaires and :nanuals and statistical methodology. Also, there was little
 
or no contact, liaison, or cooperation between the personnel conducting the
 
evaluation in Lima and Puno. The consultant felt that although
 
the two evaluations were considered separate, some degree of professional cross
fertilization would obviously help both evaluations.
 

In a memo dated June 21, 1979, after USAID/P officials met with
 
Ministry of Health personnel, the USAID's Rural Development Officer said he
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believed the Lima evaluation would not yield useful results because of the
 
inexperience of ministry personnel incarrying out the evaluation. Also, 
the ministry's personnel considered the evaluation an.exercise to develop a 
methodology to be used inthe future. The Rural Development Officer recommended 
that the Missi*, - contract an expert in nutritional evaluation to review the 
Lima/Puno e.!a1uatios and advise le Mission on a response to AID/Washington's 
request for an overall evaluation of the Title II program. 

On September 25, 1979, the Ministry of Health advised USAID/P that
 
,:he evaluation had been suspended due to the interruption inschool attendance
 
caused by teachers' strikes. The Ministry of Health refunded $1,800 of the funds 
provided by L'SAID/P for the performance of the evaluation. The discontinuance of
 
the evaluation was approved by the Mission because to measure nutritional impact
 
it was essential to have a regular school year feeding program for carrying out 
the evaluation. 

U'e doubt that the P.L. 480, Title IIcommodities distributed under
 
onthe school feecing program have had a significant nutritional impact school 

children. We founc' that schools did not receive a sufficient quantity of food 
to feed eaco eligi.le child each school day. Some schools receive food for the 
first two grades. However, school directors fed all students which resultR in 
food not being available after a few days. Other schools receive commodities 
for all the students, but there is a heavy dilution of the food rations due to 
younger siblings or ineligible persons being given food. 

USPAID/P officials agreed the P.L. 480, Title II commodities that were 
given to school children were not having a nutritional impact because of the 

They feel that an evaluationnon-availability or dilution of the food rations. 

of the school feeding program at this time would serve no worthwhile purpose. 
They prefer to work with GOP representatives to reorganize the school lunch
 
program to assure that the P.L. 480, Title IIcommodities will measurably
 
improve the nutrition of school children. 

.f tine st.hool lunch program is reorganized as we have recommended 
inanother section of this report, USAID/P should ensure that the new organiza
tion establishes the methodology to carry out periodic evaluations to determine
 
the nutritional impact of the P.L. 480, Title II commodities.
 

Voluntar_ Agencies Program
 

In December 1979 an Evaluation Committee made an evaluation of the
 
socio-economic and nutritional aspect of the SAWS/OFASA OPG Expanded Urban Food
 
for Work Program. The Evaluation Committee's report stated that the nutritional 
input of the food distributed had been difficult to evaluate on a continuing 
basis because of the short time span of the individual projects. The report
 
contains 11 rc-ommendations to improve project administration. However, a
 
USAID/P memo 1)rwa ding a copy of the report to SAWS did not refer to the 
report's reccm:encltions or request a response on the corrective action that 
would be taken by SAWS/OFASA. At the close of our review, there was no informa
tion whether corrective action had been taken on the report's recommendations.
 

as
USAID/P officers said the recommendations would be considered for including 
conditions precedent in the next operational program grant with SAWS/OFASA.
 

29 

http:eligi.le


An evaluation of the CARITAS Expanded Improved Feeding Program,
 
Onerational Program Grant Agreement number 527,0180, was made by an Evaluation
 
.jmmittee. The members of the committee represented the National Office of Food
 
Support, CARiT, and USAID/P. The evaluation report was completed in February
 
1980. TI- evaluation indicates that CARITAS exceeded the goal of increasing the
 
numter o' _rfic~aries from 275,000 to about 450,000 by the end of 1979. The
 
report cot.iins 2 recommendations for improving project management. At the
 
close of -",r review, USAID/P had not received from CRS/CARITAS a response to the
 
recommendat ions.
 

in ,'une 1.980 USAID/P prepared a project evaluation summary on the
 
CWS/SEPAS Relorest iion Food for Work Operational Program Grant Agreement number
 
527-0206. ",.-val .ation disclosed operational problems, including initial
 
difficultie: in coordination between agencies and, delays in equipment and food
 
deliveries. In general, USAID/P reported the project was meeting the objectives
 
of the grant, to undertake reforestation activities and nutrition education in
 
onjunction with P.L. 480, Title II Food for Work activities. The evaluation
 

summary listc,, ceven recommendations that were designed to help improve imple
ment tion. IJSAID/P officers said the recommendations would be incorporated
 
into the Operational Program Grant Agreement
 

F.,commendation No. 24
 

USAID/P should request the voluntary 
,1jenPies SAWS/OFASA, CRS/CARITAS and CWS/SEPAS 
, ,olement their respective evaluation 
ep, t's recommendations, as appropriate, to 
improve project administration.
 

'rogram Publicity Should Be Strengthened
 

The vol n'ary agencies and the Government of Peru were not complying with
 
Sec.-An :]l.(g) of Regulation IIwhich calls for giving public recognition
 
that the "::minodities have been donated by the people of the United States. At
 
distribution c,.; the voluntary agencies, the Ministry of Health and the
cers, 

Ministry of Education were not displaying banners, posters or other media which
 
included ,formation on the source of the food. This has resulted in recipients
 
of P.L. 4F0, Title II commodities not knowing that the food was donated by the
 
people of the Ur.itel States.
 

In re%;,ev4,inn he voluntary agencies' Annual Program Plans, we noted that
 
the agencies coimented on their program publicity. Church World Services indicated
 
in its 1981 Operation Plan that signs in feeding centers usually indicate the
 
,:rigin of the Foodstuffs and that food containers, documents and pamphlets
 
explained the ".ource of the food. SAWS commented in its 1980 Program Plan that
 
recipients v:w:r.- receiving sufficient information about the source of the P.L. 480,
 
Titi. I- ,oi and that these foods had been donated by the people of the United
 
States fo the ,'iople of Peru. SAWS also stated that in previous years it had
 
distributed throughout the country magazines, pamphlets, etc., advising the people
 
about the program. In its 1980 Program Plan, CRS claimed that recipients received
 
information concerning the sources of the food through pamphlets, brief courses
 
at distribution centers, booklets and recipes distributed through the CARITAS
 
diocesan offices, Also, CRS's warehouse dispatch order forms indicate the source
 
of the food as Le. :jdonated by the people of the United States to the people
 
of Peru. (RS3 furt er stated in its 1980 Proqram Plan that it felt publicity
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would become adverse if it were to over-emphasize the United States input and
 
would prefer to continue a low-key publicity which pinpointed the value of the
 
P.L. 480, Title II input while giving credit to the people of the United States.
 

In a May 19'8 audit report prepared by CRS/New York, the auditors stated
 
that CRS/CARITAS should start a publicity campaign informing the public and the
 

recipients about the origin of the food. The auditors felt that, although the
 

CRS food program had been functioning in Peru for 20 years and it was well known,
 

the new publicity program was needed to apprise the new generation about the
 
source of the co:-.i:icIties.
 

We found no posters, emblems or similar media at the sites we visited.
 
We queried recipients of the four organizations distributing food in Peru about
 
the source of food. In almost every instance, the recipients were unaware that
 
the source of the food was the people of the United States.
 

During our review, we met with USAID/P and voluntary agencies personnel to
 

discuss the need to strengthen the publicity programs to make recipients aware
 
of the source of the P.L. 480, Title II commodities. Voluntary agencies officials
 
believed that program publicity was adequate, but agreed improvements could be
 

made. USAID/P officials agreed that the voluntary agencies needed to strengthen
 
program publicity.
 

Recommendation No. 25
 

USAID/P should require the voluntary
 
agencies and the GOP to implement a publi
city program that complies with Section
 
211.5(g) of AID Regulation II (Handbook
 
No. 9).
 

Internal Reviews Should Be Utilized
 

The Government of Peru had never made an annual comprehensive internal
 
review, or a series of audit examinations which, when combined, would represent
 
a complete examination of the Government to Government P.L. 480, Title II program.
 
The 1979 Transfer Authorization for the school feeding program, signed by the
 
Minister of Foreiin Affairs, called for the GOP to conduct at least one compre
hensive internal audit annually of the P.L. 480, Title II program. Copies of
 
the internal audit reports were to be submitted to USAID/P. USAID/P officers
 
informed us that USAID/P had not requested the GOP to comply with the Transfer
 
Authorization audit requirement.
 

The voluntary agencies were conducting comprehensive internal reviews of
 

their programs. However, Church World Services had not submitted to USAID/P
 
a report for calendar year 1979. USAID/P officials said that CWS was in the
 
process of preparing an internal report for 1979 and upon completion CWS would
 
furnished a copy to USAID/P.
 

CRS's operations were audited in May 1978 by CRS/New York and a copy of
 
the report was subritted to USAID/P. The report contains nine recommendations to
 
improve CRS/CARITAfS program administration. Some of the problems noted in the
 
CRS/New York report had not been completely resolved. For example, the audit
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report indicated program publicity should be strengthened. In our review, we
 

found CRS/CARITAS had not carried out the recommendation. USAID/P had not
 

followed up with CRS/CARITAS to assure the recommendations were fully imple
mented.
 

USAID/P should assure that the Government of Peru makes an annual review(s)
 
as required by AID regulations. The internal review(s) should include the audit
 
of food rations, end-use control and inspections, inventory and evaluation of
 
warehousing practices, food losses, and the impact of the food program.
 

Voluntary agencies that were not preparing and submitting timely internal 
review reports should be instructed to comply with AID reporting requirements. 
The reports are needed for USAID/P to assess the ability of the voluntary agen
cies to effectively plan, manage, control and evaluate their programs. 

Recommendation No. 26
 

USAID/P should request the Ministry of
 
Health to prepare and submit a comprehensive
 
internal review(s) of the Government to
 
Government food program as required by the
 
Transfer Authorization Agreement with AID. 

Recommendation No. 27 

USAID/P should follow-up with each
 
voluntary agency to assure that reviews
 
are completed and copies of reports are 
promptly submitted to the USAID.
 

ONAA Warehouses
 

ONAA maintains adequate warehouse facilities and assumes responsibility for
 
the storage and maintenance of commodities. Warehouse officials informed us
 
they make periodic warehouse inspections, physical counts and end-use checks.
 
USAID/P officers also visit the ONAA warehouses and make selective checks of 
physical inventories and controls.
 

At the warehouse located in Puno we foynd that ONAA personnel had recently
 
occupied new facilities. At the time of our visit in early July, we observed
 
that no inventory records were being maintained. Personnel said they ,were
 
planning to install the inventory records. There-were no pallets beingused
 
and food was stacked on the cement floors. The person in charge explained that
 
wooden pallets had been requisitioned, but had not been received. He promised
 
to follow-up on the status of the pallet requisition.
 

On August 21, 1980, ONNA's Central Office advised USAID/P's Food for Peace 
Officer that the Puno logistical operations would be inspected and evaluated 
and corrective action would be taken as needed. 
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Recommendation No. 28
 

USAID/P should follow-up to assure that
 
ONAA establishes at the Puno warehouse Inven
tory controls, makes periodic physical invento
ries to verify balances and furnishes the
 
wooden pallets that vere requisitioned.
 

Port Clearance Procedures Should be Simplified 

The delivery of commodities from the ports of Callao, Salaverry and 
Matarani to central warehouses had been delayed because of Peru's bureaucratic
 
documentation requirements.
 

Voluntary agencies reported it requires an average of more than 30 days

to remove commodities from the ports. We found that most of the delays in 
clearing the commodities were at the port of Callao. Port authorities at Callao 
insisted that port clearance documents be certified by the Ministry of Health 
and Ministry of Agriculture and that all shipping and other documents concerning
exemption from port fees be submitted before the commodities would be released. 
These port documents and clearance procedures have resulted in large quantities
of food being stored at the port in open areas unprotected from the sun, other 
natural elements and birds. 

Food losses were being incurred at Callao because the sun was causing the
 
material of the bags to lose resilency. This permitted birds to break the bags

and eat the food. The bird's droppings offered the possibility of food contami
nation. Also due to the loss of bags' resilency, the traditional methods of
 
handling the bags resulted inmany damaged bags. For example, we observed at
the port of Callao a large quantity of loose bulgar piled on the concrete floor.
The voluntary agency representitive said the bulgur came from bags damaged by
the sun and broken when handled by workers. We discussed with Callao port
authorities the need to protect the bags of food, perhaps by covering with a
 
canvas tarp. 'lrt officials agreed that the bags of food could be-protected
with a tarp. However, they said tarps, although available, were not used because 
they are easily stolen. 

At the ports of Matarani and Salaverry, we noted that commodities for the 
government to government program were generally allowed to be taken out of the 
ports by port authorities without insisting on receiving required GOP certifi
cations and documentation. The commodities were released from the ports with a 
copy of the bill of lading with the understanding that GOP.certifications and 
documentation would be furnished afterwards.
 

We discussed with officers from the National Office of Food Assistance
(ONAA) the port clearance documentation requirement. They generally agreed
that food deliveries from the ports should be expedited and promised to review 
the problem to determine what corrective action should be taken. 

We were later informed by USAID/P personnel that Callao port authorities
had agreed to release commodities on receiving a copy of a bill of lading and
that required certifications and documentation would be submitted within a 
specified time. Itwas not clear ifthis procedure was applicable to all the
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BEST AVAILABLE DOCUMENI
 
voluntary agencies and the government to government program 1or whether it 

would be followed at the ocher two ports. 

Uther comr,odity dtMi-Lvury delays were caused when food destined 'r t 
port of Salaery .. ; c .)aded at the port of Callao. Thiz. occurs ,.,h!n 
were directed to off-lc. (.argo at Callao because of sandy conditions vhi, 
clog the channel a;: Salav Lrry. The food was shipped by truck- ovela, 'o L',r: 

port of Salaver y. i;1 >:,_ truck shipments were not expeditiousy',' hari6ld ;. 

various reasons n F", .ransporcation between the ports was slow and , 

dictable. F-,- . . officials said a shipment of bul 7ur*,:sK, .t, 'RS/CARITAS 

(16,310 , ,er consigned to the port of Salaverry arrived aL "-"
),," llv 
in February ("n 22, 1980, we found that 14,106 bags of nulgur in~d 

received at SalNv v . o Eccounting had been received for the balance _.1 1.2 

bags. The b:.gs Of bul,!ur could not be del ivered to CRS/CARIITAS unt iI the ot,, 
shipment had been proorl. accounted for. 

In g,:ne al we ,ound t-lie three ports had adequate facilities and o;u i 
However, at Lhe port of Cal ao some of the commodities were stored in f,: 
areas that lick,d -rofirr --Ind consequently resulted in commodity deterio!.i;c.ie 
We were unaKLe tlo cou;'ki.1.- bags of food stacked in the open areas dw:. to .fih' 

irregular s:ockin.: .nd in;,,fficient space between stacks. Many bags uiF ood 
Port officers said mar,'.evickncd bird c'.:iuw . ke noted many damaged bags. 


bags were n 1 , ;.en ;..:,;:iged by port workers to obtain small quantiti .ci of
 
Lh;: food.
 

Reco!;cildation No. 29 

LISA[D/P should request the Government of 
Peru to c,; :dite the delivery of P.L. 480, 
i i l • . [ ccnrodities by officially authorizing 
L.he , ,i1:)va of P.L. 480, Title II food from 
po'ri', on presentation of copies of the shipping 
do, :IJ ar../or a copy of the bill of lading. 

USAID/P Monitor mi. 

USAID/P %,ii . : . V 'vonitoring the operational activities of the voluni:ary 
ag.rlcies an..r ti. ',.,.. Tent to Government programs. Periodic field trips were 
being madl, t. . ;s i . .jects were operating satisfactorily. I"AID/P rcords 

showed that :;he 5.r,.; staff made 234 yisits during the period July 1979 t,, the 

end of June 1 L.d. lhie visits lasted from 2 to 13 days during wlich t ime !haIy 
individual projec s .iUrc revi v.'ed, ports inspected, end..use ch'cks ilade. cnd 

confe renc.-s and seinars attended. Field trip reports ,,ere prepareJi on ii 
visiL. W ;,re told t hat the field trip reports were used for folu;p.,ing up 

with the vol untary ajencies on progress and reported probleis. 
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........
- -Alt ho ughhUSA I D/ P.-w s-.sma ki ng ._per~iod dc...i ns pect.I on s.-of- t h efood.- prog ram., _.
' 
: found USAID/P did not kno~w the status of .all food for :work :projects. Tile .. 

voluntary agencies did not submit to USAID/P systematic information on piv,.. :. 
SriCal accomplishments, viork! in progress or the time- frame to .complete the project. 
This information was needto help USAID/P to more effectively monitor and 
evaluate the food For kork projects. 

:dal,,ion No.Rec(',,;! n 30 

:'"ITD/P should require voluntary 
agencies to furnish progress and/or 

complet~ion reports on food for work 
proi e4 ,s.
 

evlat hefodri ir
pojcs
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''~I~I~f~jLLAPPENIDIX ABEST 
Page ofBEST AVAILABLE DOCUMENT 

LISTING OF RECOMMENDATIONS
 

Recommendation No. 1
 

USAID/P should request CRS/CARITAS to establish
 
procedures that provide for dioceses to submit food
 
program revisions for approval to the CARITAS Central
 
Office.
 

Recommendation No. 2
 

USAID/P should request CRS/CARITAS to update and
 
maintain Central Office project lists that reflect the
 
projects actually being implemented.
 

Recommendation No. 3
 

USAID/P should request CRS to report all food
 
losses as required by Section 211.9(f) of Regulation 11,
 
AID Handbook No. 9.
 

Recommrnendation No. 4
 

USAID/P should request CRS to furnish CARITAS
 
copies of inspection survey reports so claims can be
 
filed for port losses.
 

Rece!nqendation No. 5
 

USAID/P should request CRS to follow up with CARITAS
 
to assure that insurance claims are filed for food losses
 
and that insurance proceeds are distributed in accordance
 
with Regulation 11.
 

Recom!;-endation No. 6
 

USAID/P should request CRS/CARITAS to assure that
 
commodities at the Trujillo warehouse are properly
 
accounted for and distributed to eligible recipients.
 

Recommendation No. 7
 

USAID/P should request CRS/CARITAS to establish
 
standardized procedures for inventory and warehousing for
 
dioceses.
 

Recommendation No. 9 

USAID/P should request CRS to make periodic field
 
visits to CARITAS field offices and projects and to
 
report the results of the visits to USAID/P.
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Recommendation No. 9 

USAID/P should request CRS/CARITAS to submit copies 
of field inspection reports to USAID/P. 

Recommendatio1n No. 10 

USUID/f should request CRS/CARITAS to design a
 
standard work progress report form and ensure that 
required Wo0'k progress reports are submitted. 

Recoiriena,L on No. 11 

USAID/P should ensure that CRS implements the nine
 
recommendations contained in the CRS/New York Internal
 
Audit R.,port of May 1978. 

Recommendation No. 12 

USAID/P should request the DGFF to assign sufficient 
vehicles to the reforestation project for adequate
jnspe i,, .x.nd supervision. 

Recommf-l(.!,1: ion No. 13 

U$'!\: /P should request CWS/SEPAS, in conjunction 
with t D,61T, to make scheduled visits to reforestation 
projcl.s to determine progress and to provide nutritional, 
educti;l .and technical guidance to reforestation 
parti ci nts. 

Recow;,. :ion No. 14 

USA17i should request CWS/SEPAS, in conjunction 
with t.'e [<T;T, to revise and submit an accurate 
accc:,i;1' .nt report for the period April 1979 through 
March 19Ci. 

Reoi. 'ion No. 15 

U,AJ.u/P should request that CWS/SEPAS develop 
procu~,-,s that provide for accurate reporting of 
recgic!, 1 w ,rehouse inventories and reconciling of 
inventory differences with Peruvian implementing 
agencic:s 
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Recommendation No. 16
 

USAID/P should request SEPAS to establish a petty
 
cash fund at each department to pay vehicle fuel and
 
maintenance costs, and establish procedures that will
 
assure funds are reported and accounted for
 

Recommendation No. 17
 

USAID/P should request CWS/SEPAS to file claims
 
for food losses incurred within the jurisdiction of
 
Port Authorities as required by AID Regulation II,
 
Section 211.9(e), as amended.
 

Recommendation No. 18 

USAID/P should request SAWS/')FASA to instruct
 
project community leaders on inspection and disposal
 
procedures to follow on infested food.
 

Recommendation No..19
 

USAID/P should request SAWS to include in its
 
future Commodity Status Reports the actual amounts
 
received, distributed and on hand.
 

Recommendation No. 20
 

USAID/P should issue a bill for collection to
 
SAWS for the amount of the food loss.
 

Recommendation No. 21
 

USAID/P, in conjunction with GOP authorities,
 
should reorganize the distribution of P.L. 480,
 
Title II commodities to improve program management,
 
including the designating of specific areas in Peru
 
that will receive P.L. 480, Title II food, supplying
 
kitchen and cooking equipment to education centers,
 
providing sufficient funds to pay the transportation
 
costs of commodities from the ports to education centers
 
and per diem and transportation of Inspectors/Supervisors.
 

Recommendation No. 22
 

USAID/P should request the GOP to improve the 
delivery of Title II food to education centers by 
designating ONAA responsible for signing the 1980 Transfer 
Authorization, and for receiving, warehousing, distributing 
to education centers and reporting on P.L. 480, Title II 
commodities. 
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Recommendation No. 23
 

U.AID/P should request the Ministry of Health to 
review its commodity controls and procedures to account 
for the difference between the ONAA and Ministry of Health 
reports and inform USAID/P about inventory adjustments 
that are made, if any. 

Recommendation No. 24
 

USAID/P should request the voluntary agencies
 
SAWS/OFASA, CRS/CARITAS and CWS/SEPAS to implement their
 
respective evaluation report's recommendations, as
 
appropriate, to improve project administration.
 

Recommendation No. 25 

USAID/P should require the voluntary agencies and
 
the GOF to implement a publicity program that complies with
 
Section 211.5(g) of AID Regulation II (Handbook No. 9).
 

Recommendation No. 26
 

USAID/P should request the Ministry of Health to
 
prepare and submit a comprehensive internal review(s) of
 
the Government to Government food program as required by 
the Transfer Authorization Agreement with AID.
 

Recommendation No. 27 

USAID/P should follow-up with each voluntary agency
 
to assure that reviews are completed and copies of
 
reports are promptly submitted to the USAID.
 

Recommendation No. 28
 

USAID/P should follow-up to assure that ONAA
 
establishes at the Puno warehouse inventory controls,
 
makes periodic physical inventories to verify balances
 
and furnishes the wooden pallets that were requisitioned.
 

Recommenation No. 29
 

USAID/P should request the Government of Peru to
 
expedite the delivery of P.L. 480, Title II commodities by
 
officially authorizing the removal of P.L. 480, Title II
 
food from ports on presentation of copies of the shipping
 
document and/or a copy of the bill of lading.
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Recommendation No. 30 

US.AID/P should require voluntary agencies to 
furnish progress and/or completion reports on food 
for work projects. 
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APPENDIX B
 

Page 1 of 2
 
LISTING OF REPORT RECIPIENTS 


Copies
 

Deputy Administrator, AID/W 1
 

Assistant Administrator - Bureau for Latin America and the Caribbean
 
5
(LAC), AID/W 


Assistant Administrator, Office of Legislative Affairs (LEG), AID/W 1
 

I
Controller, Office of Financial Management (OFM), AID/W 


Mission Director, USAID/Peru 5
 

Country Officer, ARA/AND/P 1
 

1
General Counsel, AID/W 


Audit Liaison Officer, LAC/DP, AID/W 3
 

Director, OPA, AID/W 1
 

4
DS/DIU/DI, AID/W 


1
PPC/E, AID/W 


Development Support (DS), AID/W 1
 

Auditor General, AID/W 1
 

AAG/AFRICA (West), AID/W I
 

1
AAG/AFRICA (East), Nairobi, Kenya 


AAG/E, Cairo, Egypt 1
 

AAG/EA, Manila, Phillipines 1
 

AAG/NE, Karachi, Pakistan 1
 

AAG/W, AID/W 1
 

1
AG/PPP, AID/W 


AG/EMS/C&R, AID/W 12
 

1
AG/IIS, AID/W 


AAG/NE, New Delhi Residency 1
 

IDCA's Legislative and Public Affairs Office, AID/W 1
 

1
IDCA, AID/W 
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LISTING OF REPORT RECIPIENTS 

Copies 

IIS-Panama 1 

FFP, AID/W 5 

PDC/FFP/II, AID/W 1 

AA/PDC, AID/W 1 


