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AUDIT REPORT 

ON 

USAID ASSISTANCE FOR 

THE COOPERATIVE LEAGUE OF THE USA (CLAJSA) 

PROGRAMS IN INDIA 

EXECUTIVE SUMMARY 

Introduction 

The Cooperative League of the USA (CLUSA) is a confederation of U.S. 
cooperatives headquartered in Washington. D. C. They have maintained 
an office in India since 1954. USAID/India has been funding CLUSA/India's 
local suprort costs since September 1966. AID's current assistance for 
CLUSA's programs in India is for a major PL 480, Title II Transfer 
Authorization (TP), two operational program grants (OPGs) and a local 
support grant ofM03, 600. The TA provides 117, 500 MT of vegetable oil 
valued at approximately $110 million (including ocean freight) to be sold 
by National Dairy Development Board (NDDB), a GOI corporation and a 
co-sponsor of the project. The sale of the PL 480, Title II commodities 
for the purposes of this project has been authorized by AID/W under the 
provision of Section ?JI of the Act. AID's'General Counsel has deter­
mined that the program involved is not a government-to-government 
program within the meaning of Section ?06 of the Act and that it may
legally be conducted under the authority of Section 231. The funds so 
generated are to be used for developing a comprehensive oilseed pro­
duction, processing and marketing system owned and controlled by the 
oilseed farmer cooperatives in selected states of India. The two OPGO 
provide funds totaling $853, 019 for technical assistance to: (a) the NDDB 
for the establishment and efficient operation of the oilseeds projects; and 
(b) the National Cooperative Development Corporation (NCDC), another 
GOI corporation, for improving the effectiveness and viability of the 
existing and future oilseed processing units in the cooperative sector. 

Our audit covered the period from inception to June 3,, 1980 during 
which oil valued at about $46 million was provided under the TA and 
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disbursements totaling $385, 194 were made under the three OPGs. 
The purpose of our audit was to review: the effectiveness and efficiency 
of program implementation: the propriety and applicability of costs; and 
compliance with the terms of the related agreements. 

Audit Conclusions 

Our audit disclosed significant programmatic, implementation, manage­
ment and financial compliance problems in the Oilseeds Growers 
Cooperative Project. In our opinion, the project is currently floundering 
in terms of futui'e support and direction. Thus far, other donor support 
has not been provided and there is no firm commitment that it will be 
provided in the future. Host country and other local support has been 
limited or in some cases, non-existent. There were serious account­
ability problems inasmuch as total oil sales proceeds were initially not 
adequately accounted for, substantial sums of sales proceeds currently 
estimated at up to $81 million were to be used outside normal control 
areas, large unauthorized withdrawals were made from project cash 
accounts, bank transfers and sales proceeds were not deposited to the 
proper accounts, and interest earnings were not properly attributed or 
deposited in the Special Account. Corrective action on many of these 
problems has been initiated since the completion of our audit, but much 
still remains to be done. 

Accordingly, we have recommended that AA/Asia should delay approval 
of further oil inputs or major budgetary changes until completion of the 
upcoming project evaluation. In addition, we have made several 
recommendations for corrective action on specific deficiencies found. 

The key problems found by us are summarized below and detailed in the 
following sections of this report: 

- Oil quantities called-forward were not realistic in relation 
to the project needs. Consequently, fund generations 
greatly exceeded the requirements and a substantial amount 
of USG provided resources (about $20 million) are currently 
invested in long term, interest bearing fixed deposits. 
(See pp. 7 to 11 .) 

- There has been very limited implementation progress. 
There are several major issues, such as the lack of other 
donor resources, the failure of the state governments to 
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provide land for the district farms and agronomic centers 
and the uncertainity concerning approval of new groundnut 
processing facilities by the GOI, which will directly impact 
on the project's success and viability. We have recommended 
that the upcoming evaluation include a review of all the current 
project constraints. (See pp. 12 to 20.) 

CLUSA/NDDB violated the TA requirement by depositing only 
a part of the oil sales proceeds in the Special Account until 
recently. Based on pegged deposit rates being followed, we 
estimated that up to $81 million of planned project resources 
could have accumulated over the life of the project but not 
subject to normally acceptable control features. We were 
not allowed to review the use of such residual oil sales 
proceeds totaling $1 1 million which remained in NDDB's 
general account at the time of our audit. In December 1980 
CLUSA reported that all sales proceeds were deposited in 
auditable project accounts but we noted that deposits of about 
$3 million were still not in accordance with che TA. We 
recommended that project records be verified to ensure 
that all fund generations have in fact been properly accounted 
for, and that t $3 million is deposited in the Special
Account. We also recommended that written procedures be 
developed to control fund deposits. (See pp. 21 to 26. ) 

About $?) million of project resources remain invested in 
long term interest bearing accounts but complete informa­
tion was not available during our audit regarding total 
interest earnings. It was evident from our review that 
interest earnings had not been properly attributed to 
project resources therefore we recommended that USAID 
obtain complete details on the application of all fund 
generations and ensure that all interest earnings are 
deposited in the Special Account. (See pp. 27 to 29. 

NDDB had not maintained adeouate accounting records for 
empty container sales and funds realized therefrom. 
Hence we could not determine if potentially substantial 
revenue from this source was properly accounted for and 
deposited to project accounts. We recommended that 
procedures be established to adequately control this revenue 
source. (See pp. Z9 to 31.) 

- iii ­



There were significant violations of the procedures established 
to control withdrawal of funds from the Special Account. We 
found withdrawals exceeding $3 million which had not been 
deposited in the project account and a large withdrawal of 
about $4. 6 million which was not authorized. We recommended 
corrective action and that procedures be established to prevent 
future recurrence. (See pp. 31 to 33.) 

Project disbursements totalling about $8 million were question. 
able as thev were not provided for under the TA. We re­
commended that USAID/India review the propriety of these 
disbursements and take appropriate action. (See pp. 33 to 35.) 

Project documents do not provide procedures for control of 
second generation funds resulting from reflows of project 
loans and interest thereon. Eventually, such reflows and 
interest could involve significant amountB therefore we re­
commended that appropriate procedures be established for 
the deposit and use of such resources. (See p. 37.) 

CLUSA did not comply with TA requirement relating to the 
submission of commodity accountability reports; the re­
porting of losses/damages of Title II oil; and the performance 
of internal reviews. We recommended that appropriate 
acti,,n be taken to ensure compliance. (See pp. 38 to 41.) 

Progress towards the achievement of project objectives 
was slow and behind schedule in the case of two of the three 
OPGs. 'e recommended that the OPGs' status be reviewed 
to establish a future course of action and to ensure completion 
of the various activities as planned. (See pp. 44 to 51.) 

This report was reviewed extensi. ely with representatives of CLUSA 
and USAID. USAID has advised us that they believe the audit re­
commendations included herein are appropriate and that they have, in 
several cases initiated action to implement them. To the extent 
considered appropriate, we have reflected both 'SAID's and CLUSA's 
comments throughout this report. The report contains a total of 19 
recommendations. 
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BACKGROUND
 

CLUSA is a confederation of U.S. cooperatives with headquarters located
 
in Washington D. C. They have maintained an office in India since 1954.
 
CLUSA/India provides liaison with the Government of India (GO) 
 and
 
various cooperative agencies in India, 
 and in general promotes cooperative
 
development activities.
 

USAID began funding CLUSA/India's local support costs in September 1966.
 
Funds for this purpose were initially provided under Technical Support,
 
then from Trust Funds, and finally under two AID/W regional contracts.
 
Effective January 1, 1979, CLUSA/India's local program support costs
 
were funded under an Operational Program Grant (OPG) No. AID-386-?135.
 
This OPG provides $?03, 600 for CLUS./India's local support costs through

December 31, 1981. In acddition, since 1978, AID has been providing for
 
CLUSA's oilseed cooperative development program in India. AID's
 
assistance for this purpose comprises of the following 
activities-

Activity Description 	 Amount Effective Period 

(1) 	 PL 480, Title II 
Transfer Authorization (TA) $99,757,500* ?nd half of FY 79 
No. 386-4Z]. 7049-000-9647 to Ist half of FY 8? 

(2) 	 OPG No. AID-386-?14z $ 374,800 8/17/79 to 8/16/82 

(3) 	 UPG No. AID-386-?1?7 $ 	 475, 200 8/30/78 to 8/79/81 

*Excludes estimated ocean freight of about $10 million. 

Assistance under the PL .80, Title II TA comprises of 117, 500 MT of 
edible oil and has been provided for the Oilseed Growers Cooperative
Development Project. The Title II oil will be provided in tranches of 
30, 000 MT each in FY 79, FY 89 and FY 81, and 27, 500 MT in FY 8?. 
Total projected imports over the project's life are estimated at 160, 000 
MT under Title II and 9., 9: ' MT from other donors. The oil enters India 
consigned to CLUSA under terms of the Indo-U.S. agreement on a duty
free basis and is then turned over to the National Dairy Development
Board (NDDB) for sale in the commercial sector to generate local currency
funds for the project. NDDB is a GOI organization registered under the 
Societies Registration Act and is a co-sponsor of the project. The sale of 
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the PL 480, Title II commodities for the purposes of this project has 
been authorized by AID/W under the provision of Section ?01 of the Act. 
AID's General Counsel has determined that the program involved is not 
a government-to-government program within the meaning of Section 206 
of the Act and that it may legally be conducted under the authority of 
Section '01. 

The purpose of the oilseeds cooperative project is to utilize resources 
generated from the sale of Title II and other donated oils to develop a 
comprehensive oilseed production, processing and marketing system 
owned and controlled by the oilseed farmer cooperatives in selected states 
of India. The project will extend over an 8 year period (1978-85) and calls 
for the organization of village level cooperatives. These cooperatives will 
then f e formed into area unions which will own and operate their own 
network of crushing facilities, solvent extraction plants and cattle feed 
compounding facilities. Ultimately, the unions will be federated into a 
national federation of oilseed growers cooperatives. According to the 
operational plan, some 8, 009 villages are to have operational cooperative 
societies in the 8 selected districts by 1985. 

OPG No. ?144 provides funds to CLUSA in support of its program to 
render technical assistance to NDDB for the establishment and efficient 
operation of the oilseeds cooperative project. OPG No. ?127 provides 
support for CLUSA's program to assist the National Cooperative Develop­
ment Corporation (NCDC), a statutory corporation of the GOI, in im­
proving the effectiveness and viability of the existing and future oilseed 
processing units in the cooperative sector, by introducing modern manage­
ment systems and technioues and training of cooperative personnel. 

Our audit covered the period from inception of these programs to June 39, 
1980 during which time AID had provided 58, 665 MT of oil valued at 
approximately $46 million under the TA and funds totalling $385, 194 were 
disbursed from the three OPGs. The purpose of our audit was to review: 
(a) the effectiveness and efficiency of program implementation; (b) the 
propriety and applicability of costs incurred under the OPGs; and 
(c) compliance with the terms of the related agreements, applicable laws 
and agency regulations. 

Our field work was performed at CLUSA/India's office in New Delhi and 
at the NDDB office in Anand. Our examination included a review of 
CLUSA, USAID/India and NDDB records as well as discussions with their 



cognizant officials and those of NCDC. We also visited selected storage 
points for Title II oil and the Bhavnagar Vegetable Products plant. 
The audit was performed intermittently during June to December 1980. 
A draft copy of this report was reviewed extensively with both USAID 
and CLUSA. To the extent considered appropriate, their comments 
and written responses have been reflected in this report. Except as 
noted, USAID considered the audit recommendations appropriate and, 
in'several cases, has initiated action to implement them. 
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AUDIT FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 

I. OILSEEDS GROWERS COOPERATIVE FROJECI, TA NO. 9647 

A. CURRENT PROJECT STAIUS 

There is little tangible evidence to persuasively indicate that the Oilseeds 
Growers Cooperative Project will successfully reach the objectives currently 
targeted on. As of June 30, 1980 USG resources totalling $46 million (not 
including about $9 million estimated sea freight) were already provided 
against the total of approximately $110 million committed by the USG. In 
our review of the utilization of the $46 million of resources already provi­
ded we found significant programmatic, progress, management and 
financial compliance problems that in our view have not been adequately 
responded to by either CLUSA or NDDB, the two co-sponsors of the project. 

The project, in our opinion, is currently floundering in terms of future 
support and direction. In effect it appears the project will become bi-lateral 
in nature rather than multi-lateral --- planned resources of 90,000 MT of 
vegoil from other donors have already been reduced by over 63% to 33,000 
MTs and there are firm commitments for only 3,000 MT or about 37C of the 
multilateral donor resources initially planned. Thus far, none of the multi­
donor support has arrived in country. 

Further, as of January 1981, we found no reasonable assurance that the 
other 30,000 MlIs of other donor commodities, referred to above, will be 
made available; there are currently no firm commitments to provide the 
resources. At the same time, Host country and other local support for 
the project has been limited or in some cases, nonexistent. For example, 
(a) Indian state govcrnments have failed to provide virtually all the large 
land requirements for district farms and agronomic centers which are 
clearly critical to projeci success and (b) at the local level thee is insuffi­
cient support for staie federations of local cooperatives as evidenced by 
CLUSA's recent request to provide at least 51 per cent of the ohare capital 
funding from project resources provided by the U.S.G. USAID and CLUSA 
have not agreed with us in citing this as an example of lark of local support. 
They stated that the 511X funding proposal was recommended sn as to give 
NDDB effective control of the federations during their early years and also 
to provide a broad(,r economic base io help with their economic viability. 
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Regardless, we continue to believe that cooperative ventures must be
 
producer owned and generally locally controlled if the/ are o represent
 
the grass roots interests implicit in a cooperative movement. In sum,
 
massive infusions of capial and control at: a centralized and national level
 
is more a creation of big business rather than ihe development of a kically
 
supported cooperative effort.
 

In terms of financial management and compliance issues, we found serious 
accounability problems iha resulted from misunderstandings of U.S.G. 
requirements by UJSAID, CLUSA and NDDB. For example total comrmodity 
sales procet-ds were initially not. adcaouately accounted foi, large unauthorized 
wi:hdrawals were made from project cash accounts, bank iransfers and sales 
proceeds were not deposited to the proper accounts, and in-erest earnings 
resulting from he invwstm.ant of large cash accumula-ions had not been 
properly attributed or deposited in the project special account. Corrective 
action on mos of these deficiencies has been sLaried but much remains Lo 
be done. Wc have addressed the remaining issues further on in thik report 
with several recommendations for correct.ive acion. 

We concluded early on in our review of this project Lhat i, should be subjected 
to an intensive review to redefine priorities and project direction. USAID/ 
India also arrived a- this posii ion independently and agreed with our position 
and has since reached agreement with AID Washington and CLUSA/NDDB on 
the scope of an evaluation which is currently planned to be performed in 
February or March 1981. However, in Lhe meantimc USA D has also 
reviewcd CLUSA!NDDB requests for additional call-forwards and for major 
realignment of budgzi4 categories. At the end of Decomber 1980 and mid-
January 1981, USAID partially approved CLUSA/NDDB's requests and 
recommended to AID/W that an additional call-forward of 10, 000 MI of 
commodities and that most requested budget changes be approved. Thus 
far, AID/W has apniovid thc addi ional call-forward of 10,000 M/T of 
commodities but no ac ion has been taken on the requested budget changes. 

7o some degree, w. believe USAID's approvals are premature in light of 
th fact that a major project rvalua.ion will be undeleaken in th. near future. 
'We also ques ion the preject's need for further resources a, this time in 
light of the fact that about Rs. 162 million (or over 410/, oi tht, projec 's cash 
generaioA thru Novemb, r 1930) remain inv.sted in interesi bearing accounis. 
Much of this inv,-s~ment, ,,qual to over U.S. $ZO million, was invesled foi 
periods of five and one quarit:r vears but according to CLUSA, can be obtained 
earlier if nee,dcd. WL agre,: that this major project has the potential to 
significantly irnpact on ihe oilseeds industry in India but wc also believe 
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there are clear necds for e.xpcri cvaluation of project direction and for a 
resolution of the many problems surfaced in this report before major 
budget changes are approved or brfoie further large resource transfers 
take place. Accordingly, unl-.ss there is convincing evidence available 
that the projec, will be irreparably damaged, we believe AID/W should 
delay further call-forwards or major budgetary changes until such time as 
project direction and priorities are firmly established. 

Recommendation No. I 

'Ihe Assistant Administrator/Asia should delay approval of 
further proj.ct commodity call-forwards or major project 
budgetary changes until 'he impending project evaluation is 
completed. (USAID/India officials have not, agree~d with this 
recommendation. 'hey sialed that their recommendaiion to 
AID/W was based upon de: ailed and careful consideration 
where they dLir mined ;ha the project requircd addiiional 
oil to (a) generatc sufficient cash resources to continue projec; 
activities and 1b) supporl. dhe NDDB/FedZ:rai ions' marketing 
network which requires a continuous supply of oil. They also 
felt tha. thE revised oudget items should be approved to ensure 
that proji cL progre-ss is noi obstructed during the interim 
period when the project i:; undergoing evaluation.) 
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B. COMI.6ODrI Y CALL FORWARD AND FUND GENERAI ION 

I. JIitle II Oil 

I he procedur. for dcLermining oil quantitics to be called 'orward was 
unrealistic. As a result. fun'd genera ions werc far in excess of the projecL's 
accual needs during the p :riod and a great deal of che exce-.ss funding currently 
is invested in long term. int-rc-st btcaring fixed deposiis. 

Undei the established proc-:dure NDDE submitted -xpt!TiditurC budgets for 
the project to CLUSA. CLUSA then computed the oil quantii..! required to 
generate the. funds and submitted call forwards to USAID/India periodically. 
During FY 79 and Fc W)0 CLUSA rouesied 61, 500 MI of commodiiies o 
generate funds equal to the projcc: ed cxpcndiLur of Rs. 333. 1 million 
ihrough March 31, 198 1. "1huquantit/ was corn "utcd by using an estimated 
selling price of Rs.5,SOC per MI. Against this, T SAID approved call­
forwards for 60, O0C9 M'I. Ilh quantitj ac ually shipped was 52,665 M'J and 
after cxcluuing shipping losses, I- .893 M'( was received by NDDB. 

CLUSA officials statc.d thati. lhy had rtvi wed the projuc. ,xpundil.urc 
budget prepared by NOLL'I and NDED inform.'d us that the budget was basEd 
on a best eoimae of eo-xpvndiiurcs considering the activii.ics expected to bc 
undertaken during the budgct period. NDDB would not show us either thc 
basis adopted to d&-vtlop the project budget or the r,..la.c.d working papers, 
hence we arc unable io cornien, on ihc. reasonableness of Lh,_: budgt estirmalcs. 
Howcve-r ih:-following discusision show&.kZ that both th- 2siima;'..,E and the 
call-forward quantities wr, far in .xcess of projec. i(.ouirern nts. Furiher, 
the basis of Rs. 5,50". pur Ml used to dt v,lop the budge, and call.-forward 
quantity was unrealistic as ac ual sales priccs wurL much higher. 

As of June 30 1980, N!)DB had realized Rs. ,,3' mnillion from the sale of 
sklling pric., 'd 

total ouantity of me.tric tons rcc.,ivd by NDDI3 would r,alize Rs.430. 

31. 258 IA' of oil. At the av. rag of ",59s.5 p . M'J, th,, 
.'_'93 

million. 7ihu,, th., amount !ob rtaliz-.d would gr.atl , xc t..,d th budg izd 
'
e.-penditure of R.s. ;33. 1 million oxcludin t, tht Rs. C million oputialing 

rescrv,. requested by NDDE but out approved by CLt SA. IvMoro. an ofQv:i 
Jun- 3r 191 :, th( acLual uligi)le -xTp. ndiur. of Rs. 10. million, Qxcluding 
iRs. E million it fi>-,A d posi s,! was onl- fom ptrcknt of Rs. do.'. ..-nillion 
realiz.d ftonithe sal.: of oil ai; of thai dat '.., 'lhis the actual cxpendi tre 
rate was conaid, rabl/ lowi than dhat pro ec,..d and for which the.. oil was 
called forward. 

71 
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In approving the call-forward requests, USAIE did not determine whether 

or not the auantity tbat was to be provided by other donors would be forth­

corr ing According to th, oper-ation :. plan, other donors '-ere to provide 
i total of 90. 000 MT earr.arked as their' conti ibution by 1979-80, but they 
actually did not providce anythiro which we believe contributed to Lhe early 
delavc in ir-plerrentation of this project USAIr chould have monitored 
this becauce otbei donor contributions are an integral p: rt of the total 
project financing plan ind would have diiectly affected the Title II oil 
quantity to be provided. USAIE officialr, have not agreed with this particular 
conclus ion They stated that "other donor contiibutions were not that 
relevant to the approval of c-ll forwards fince the TA does not tie U S. oil 
shipmoents to such contributions. " Tbey felt that "If the USG's intent war 
to approve shipments conditional to other donoi contributions, the TA would 
have so stated " In our view, this latter position by USAIE is somewhat at 

odds with Corgressional intent which we believe cle3rly indicates that 
zrulti-lateral support for projects such as Obis should clearly be fostered 
to the degree possible. 

Cor-.irentir- on thesc, findings, CLUSA stated that the bufferstocking aspect 
of the pioject ,eouires s!ocks of oil to be avilable to react to rarket 
conditions. CLUSA also cited other reasons, such as the seasonal nature of 
in-country oil needs, the difficulty of iecei.vin, shiprre ts during the rnonsoon 

season, and a concern that A 1I would want to pur chase the oil when prices 
were lowest i- the U S CLUSA also stated that t,:e oil is not being used 
r-"erely to generaite paroj cc' funds but also to develop a r.-a. keting system. 

USAIL India officialc explained t+ t he fir st call-forward wis approved by 

thern for initiating t"he project. thbe cecondl call-forward left the delivery 

schedule .obe decided by At) W and CLUSA W USAIr.India a,reed t1:.,t 
the ari ival -chedule rrust be reviewed here in LIdia to preclude overctockin­

and to coincidc witt- actu21 budget reouizerent.. -owever bec kuse of the 

unique nature of thic project, they fel. there could be tearons for large buffer 
stocks att any one tirre USATE Idia acknowled_,,ed thai.NEB did not incul 

expenditurer a:' expected de:.pite the fict that ;pnerated funds wure av.lilable 
They also advised us tHat CIUSA lias recely ,subr.itred a ievised budreCt on 
the basis of which. USAIT Ind.a ha': re-iuested Al.E Wappioval for additional 
uses of +e funds. There additional uses include the purchace of gCioundnuts 
and investmenits in 1-be bai,. capital of ctate federations, it r-s which CLUSA 
indicated were crii;ical to !Yove the project ahead. USAIE India indicated 
that i' is in continuous dialo;ue with CLUSA over the revised budget and the 
process would be closely coordinated with future calls-forward. 
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Subsecuently, on Eecember 30, 1980, USAIlF,'India approved a partial call­
forward of 10 000 M.T of oil against CLUSA's request of 30, 000 MT for FY 81. 
The approval was contingent upon NErB depositing all sales proceeds in tile 
special accountc and 'Agre.ting to the proposed project evaluation In approving
the partial call-forward, USAII :India also felt that there was a need to support
the NI F.mF'edet ation mar keting network which tequires a continuous supply of 
oil USAII ;India plans to review CLUSA's iec'uiierrentc for an additional call­
forward in FY 81 tftei completion of the upcoming evaluation. 

Other Conti ibutions 

According to the operational plan, total contributions of oil during the project's
life were to be 2,50, 000 1,'T. Of this, ALE was to provide 160, 0u0 M T and the 
remaining 90, 000 1/T was to come frorr: unidentified donors. But, there was 
no specific con-rritment or assurance available regarding the other donor
 
contributions when the project was being negotiated or at the time when it was 
approved by Ar. N.E B's project proposal to the GOI indicated that Canada
 
had agreed 
to supply 3. 000 iCT and another 60 000 M!'T would be donated by

other countries. Thus, . appears reasonable to conclade that the projection
 
about other oil inputs was a.n unsupporced e- tircate for which AI s-hould have 
considered making the U.S G contributions contingent upon receipt of the 
inputs. 

To date, only the U.S G. has firnly committed 117,500 MT of corrrodities 
for the first three ye'ar,3 of the project. No other donorc have provided any
oil althoug-h tbeir entire conti ibution of 9C,C0 1.T was, to be provided by
1979-80 NEEB har ieceived a corrmit ent for 3, 000 ivT of rapeseed oil 
worh about $3 million ftor- Canada, and Lhey expect to receive the shipment
by ."iMarch 1981. NILE officials stated that Canada could not provide the 
quantity envia,,ed because ibe iapesced oil did not neet the reuired Indian 
specifications They were hopeful that Canada would provide the piojected
nuantity of 30. 000 P"T ultiratelv but added that this would depend experienceon 
with the first shipment 

CLUSA bac recently inforn:ied USAILE,hlia that "a total proposed piogram of 
33. 000 !.6"7 oil i. likoly to be fortbcor, ing from Canada over the next thiee 
yearC. . " Thus the originally envi aged contribution of 90, 000 .T will 
not be forthcor-in - nor is there a firr- cor'r:-itrrent fiorr Can-da for the 
iemaining balance of 30, 000 liT. 
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3. Proiect Financin. Plan. 

The operational plan projected fund generations of Rs. 880 million fiom the 
Title II oil input of I!A, 000 1/T, and Ps. 495 million from the 90, 000 MT oil 
to be provided by other donors. In other words, the piojected generations 
fron, these sources were to be P.s. 1, 375 rrillion These ieenerations were 
computed at a standaid selling price of R s. 5, 500 pei "T. -owever. as 
rtated earlier, Lhe actual selling prices were nuch higher. At the current 
average psi ton rate of .s. 8, 590, the sale proceeds would be Rs. 1. 374. 4 
nillior foi just the Title I. oil and this alone would ecual the total projected 
genera;:ions from the sale of all imported oils In addition, the 90, 000 MT 
of other donated oil would have realized Rs 773. .1 million at the current 
average rate thus, if the entire Z50, OOC 1-M.T were received a total of about 
BPs. 7, 148 r.-illion would have been generated and there would be a surplus of 
Rs 773 million compared to the initial projected reouirements for the project 

It is pertinent to mention that to renerate the projected Ps, 880 rr illion at 
current prices, only 102, 445 I./'T of Title II oil would be renuired as against 
the TA quantity of 117, 500 MT and tbe total of 160, 0030 i/.T planned during 
the projects' life. We iealive that funding needs of the project ray have 
changed due to inflation, and -e actual selling, prices in the future may be 
more or le.s. than the current average rate Nevertheless, we believe there 
is a need foi USAIE to review the overall project funding in relation to the 
oil to be provided by the other donors and the trend of selling prices Lhat have 
previiled thus fax. USAIE thould deteir.-ine whether the 1(0,000 MT of oil 
will still be needed to generate the reriuired funds, and whether the U. S. 
contribution should be predicated upon tlho other inputs. 

CLUSA ban iecenLly cubrritted a revis-ed fund genetation staterent and budget 
On that basis, USAIE India reouezvL.d AIE W's approval for new use. of 
project funds in addition to the ori,inal 7 line iterns approved in the operational 
plan. Thec- now uses are for- a revolving fund for the procurerreni,, storage 

invein i state fedetations;and rarketiny of oilseedcl rrn in share c-apital of 
procurement support to new cooperative fedei ationfs to rreet interest payments 
on rroney borrowed by ter. fi or-- cor'" -- i cial ba,,ks: extendin:7 cooperative 
support to oi.he- ar ats -,uch ac fi,-heries comrrrnodilty bio-gac plants, and water 
rs,anager-rlrl: and man-iemeni irainin'g for -r -duate students cor.rr itted to 
woik in pioject axeas.. USPIr fri.ia Iha- defeired approval of another line 
item co,,cern in, proi .c,: fundingl: of ope, a;.ioCal loz of N[ 113 dui ing the 
fii four ,eai s of ".Icpi oject until fui, hei ieview dut inf' the upcorr;in.f; 
,3 oiec evs.uai ion, -9 [a;ls of the ot V iral and revise0: fund :fere ation and 
bud ,et statemei at c furnish.20 in i'.'xh bit A 
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We do not believe these rrajor new usec (involving Rs. 349 trillion or about 
$43 trillion', of project funds !:hould be approved until the completion of t!,e 
upcoming evaluation because of F :.veral unresolved auetionc which directly 
irmpact on the proicct's future viability and direction These include the 
lack of other donor support and t'he absence of any significant commitment 
tb.ht other donor suppoi t will be provided in the future; the failure of the 
state governments to ptovide land for district farrr., and agronor;.ic centers­
and the arbiguity re:ai:din. market inteivention program:. InNf CB' ,-, 
addition, CLUSA.b-a- no:: yet provided an operations retea.ich study report 
which is critical for forrrulation of project stratet Ies and policies, for 
projecting a detailed i.plerrentation plan. and for USAI_-India's future 
tronitoi in-, purposes. 

CLUSA's teviced proposal also included substantial change to one of the 
original line item--s. An additional investment of P*1s. 303 million is envi­
saged fox pu. case of process in-, facilities without clai ifying the current 
uncertainty regardin- GCI approval of new groundnut processing facilities 
CLUSA clai-,s that. approval fox new facilities was obtained.as a result of 
the project being approved by the GOI and that only industrial licences are 
now required but hexe a?,in, bere is no indication of whether the licences 
will actually be issued. 

Pesolution of all the above factos, plus establishing adenuate financial 
controls, is in our view necessary before any further call-forwards or 
budgetary changes are authorized, Both these subjects are discussed in 
greatei detail in the following two report sections. 

-1. 
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C PROJECT [%,;PLE!..-, NTATION
 

Oonle progiess has bean made towards project objectives, but the accomplish­
rrents thus far have been limited in relation to the established targets. lelay 
in pioject initiation, unrealistic piog.an'nming and lack of other donor input­
a,: an early date have been factoi s contributingy to the limited proalesc. 
Presently, we believe pioject viabili'V is questionable .nd that resolution 
of the roany probler,'. areas discussed below should be sp,cificaklly addressed 
by the various experts participating in the imnpendin:Y evaluation of the 
project. 

1. Proiec Plann ing 

Accoi.ding to the operitional plan, the project comrprises of 9 major activi­
ties and is to be in-plen-ented in two phase-. in the first phase, operations 
are to be initiated in eihlt selected ditrictc. The second phase will complete 
im-plerz entt ion in the eight dictricLs and initiate operations in twelve addi­
:ional districts. Achievement benchrroarks shown in the operational plan were 
to be used to evaluate the project at the end of the first phase which was 
orig i-nally expected to be comw-pleted by the end of Cy 1979 ol early CY 1980. 
Tue to initiation delays the planned .wo to three year period will now extend 
to rmid 198! or rnid 1.98? 
2"he operatior al plan was reviced o-n Lecen-ber 1, 197U when it was obvious 

that the project'. initiation would be delayed bec.ause none of the projected 
10, 000 JT of oil (Titel 1I 5G, 000 I,.T, ant' other donated oil 60, 000 VT) had 

been received, Becauc'e of the delayed start and son-e chan'_;,es in the pioject 
C.USA furnished a reviced operational plan on January ?5, 19EC USAIE 
India has not yet approved the revisedt plan pending resolution of certain 
rmatterr, sucht as deposits of oil 'al. proceds and CLUSA's rnonitorin3 
and evluatior procedures. Accordin, tCo this revised plan the first phase 
is now scheduled for com-,pletion in mid CY 1981 or r-,id CY 198Th. 

.he project's. :,oals are broad r.id intefir. benchrmarks have liot been estab­
lished for many activities as indicated in the followin section AAGWash­, 
it,ton Audit report No. 81-8 dated Octobe- ?3, 1980 recor:'r:ended that this 
be done. I'urt,-I'r, USATI India also stated that a detailed and adenuate 
project irplermentation plan is ieouired and t-:will insist th-at this be 
incoiporated in Lh' revised operational pl.n 



According to inforrmation available in the progic-s reports and data provided 
by CLUSA.. NLEB, the cthtuc of the nine major activitier at' tbe time of our 
audit wa a,: follows! 

fa' P.oj t..Au t.o j i and Cooper.ativ Structule 

NFT B has assigned project mana: in: authority to the Oilseed 
and Vegetable Oil Win-, 'OVOW'. .e'xcept foi the secretaxy, 
none of the key rnanagerial positions which were to be filled 
by the end of the first phase have been filled. Instead, NErB's 
staff is cur tently perforr.ini:v tbe functions of Ceveral of the key 
positions 

.odel by-laws foi village coopera'tives and state fedeiations 
have been developed. Gujarat and ].,;adhya Pradesh (h/. P 

States have ertablished federations and another four stater to 
be coveredI by th project have initiated action tow-rds the 

creationof an institutionLI ,-ttucture foi irmplet. entation of 
the project. 

_,rower Societi! .erons.tration(b' G!l a:-d Plots 

84 cooperative socicti-s covering 300 villager- have been 
ectabliched in Guiarat and X> P. St-ites- and P?,5 derr.onctra­
tion ploLc arc in action Pei tle operational plan, 850 
villages were to haive operational cooperatives with an 
anticipated 350 :le .io nons;rrlot.2 at the end of ti-) first 
plhse but no inteyir:, bencbr-ai k . were established. Thus, 
on a s rai?:htli'-e basis, about .7.5 of cach should have been 
oper atinnal b y'is ti'-.e cince ibou, V'lf of thb revised 
fi s' pba.-e -e elpced.,i period has 

(c rist ict Far,,- and .xtension .cfrv1cer, 

(Zi.-q.li-cti ict far. s of abouc 300 to KC heclares eacb 
were to be opc!ratio-,al at .th od of thc first phase. If 
each .district fair-. ,o'o 300 ha weie ;.o be :eeived 
foi r;ee :1 rtultipl ica.-ion, an.] 50 ba roi de- onstrat ion of 
Lr:,p.ioved cul.ivation r:'.ethods. .>;-ch farir wa.- also to 
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have ot.her facilities, such as a l-boratory, tractoin, and sprink­
ler rstcn-,s for '-,ation Euring the fiict year of the pl oject, 
three :uch farms were to be ci:arted. Again-t this, one -: r ll 
far.- of IS ha har been est.ablichecd and CLUSA advises' an 
additional 71 h fLirrr wa provided in anothei area. Thus, 
very little progre,. 1--a. been posible to date with respect to 
coed rruli:iplication and LleConstraLion of improved cultivation 
rr.etbods. 1&,oreove,i , it i. doubtful whether the small frn-,s 
provided thus fax will be econorically viable. units or will serve 
l-e purpose in'.endcd. 

CLUSA sta-ted that the lands fol dictrict farms were to be 
provided bir the staLe -overnn-,ents and that. N.LEB has contin­
-ency plano to commercially purchase such farms if necessary. 
They alco feel that considerable prorer s ha:' been made in 
demonctr tion of irproved cultivation methods which they said 
wac done at the village level rathe th-an at the dis-trict farrrs. 
Neverthelesc, tL'._re have been very limited local land inputs 
to [hts critical pioject area woich clearly will have a sinificant 
in"mpact on pioiect success unlss resolved soon. 

(d' Proce.r.i.o Facilitiec 

Oe o two existi,,, proces _.inrv: plant.r with crushing and 

solvon. extvaclio:, factlitie were propoced to be acquired 
in ti:e fir.t :ear of the project. The processin, facilities 
acqvuired were to purchase 7(, 000 1-iT of groundnut.s from 
village cooperative,.;. Two suc': plant.- wer.e acc,uiied under 
t,,e projec: but only 3,C08 -1Tof ,'roundnuts were procured 
fIorc villa-:e cooper aivcr: as of the audit date 1,/oi eove,, 
t!2..pIocc': i,!', wt: .-uestionable viabilityplanl-1E. acqui1dc e of 

oT ivohe heavy tnvestrren. 02 repairs.
 

C't.e of these pl:i.t 1tavnagyar Ve,etabl2 Products (VF), 
it undo I.l uidation and NL'. Dfacouired tntei ir,-rranagerr,en 
riglht,: in Eecer-bei 1977 as a iesuli; of Court orders. N. EB 
._. sinice oph:ted the platnt undei a lcas2 which has been 
extenl..d froth "ire to t ir, . ,ccoidir.n, to av tilable tnforra­
tior.. BV? wa" as. a coropany :--. 1945.incol poI -ted U Noverrb.e.i 
I>. ",.e end of 1975 -hc entie capii:al of 2_VP, its reievec 
anld surpluses were wiperd ouit, arid it stopped r_.toufactui ing 
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activity. BVP's audited annual report as of tecember 31, 1975 
showed a loss of R.s. 20. Z r'.illion and total debts, cornprising 
of loans and current liabilities, of Rs. 31. 6 r.illion. Thus, 
NErB's decision to acquire interim rr-anagernent of the plant 
at a fixed compensation of Ps. 3. 6 million per annun plus 37-1 ..2 
percent of BVP's net profits appears to be unsound. 

The BVP plant has incurred fur ther operating losses of Rs. 12.8 
million since Nrr'sr assurr'ption of rnanagerrnt through March 
3!, 1980. This loss hal been charged to project funds by NEIB 
which, ir. our opinion, is highly questionable NLEB told us 
that actions necessary to m.ake BVP an econonically sound and 
profitable oper.ttion will be taken ifter the I-igh Couit's decision. 
NEEB stated that its own engineers had made an assessment of 
the BVP plant, but they would not show us a feasibility report 
on the plant or their analysis of its condition that had been 
prepared pi ior to assur.nin' BVP's managen-.mnt. Fence, we 
bave no idea about the future prospects of this plant. Moreover, 
BVP does not enjoy a cooperative status, which was a precon­
dition for project assistance. Yhe v*uestion of who will ultir.ately 
own and operate BVP is also unclear at this time. USALuIndia 
agreed with us and stated that it has asked CLUSA to piovide -.n 
economic feasibility study on 3VP's present and future operations, 
and on the plant's relationship to the project. 

The oth.,- plant, purchased under the project at a total cost of 
:Fs 5 million, is Lotus Oil 1'.ills at 3atna,ar. NEEB's 
technical r eport of January 1980 ectir Ated that an additional 
total capita1 inve-tr'n:.nt of about Rs. ?. 1 million would have to 
be rrade foi repairs and renovation of buildings and equipment. 
-7owevet, an August 1980 report of NLEll showed that only the 
1/:ill's fiirst ptace renovation will cost Rs 4.4 million, or more 
Oran double "he ecirinate. These will be additional sirrilar 
costs for ;lhe second pha,e for which estiniatec wet.e being: 
worked oul. CLUSA stat.c& that the inctea.;ed tenovation 
costs are for additional facilities and to r:-.ake the :-,ill ryore 
efficict. Nonetheless .be pioposed outlay will probably exceed 

!..,ills acquisition cost and we ques ion wbethe 1 proj.2ct 
funds wer- soundly irvcsted. We feel that because of che sub­

tan~tt-l additioral investnri-_ ot in renovation cort-s that the r ill's 
econoric viability ;hould be reviewed CJSAIr India agreed 
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and stated that it is requesting a specialist for this purpose as 
-apart of the proposed evaluation team. 

In addition to the -above processing. facilities, the GOI has given 
a letter of intent to the i'P federation authorizing thern to estab­
lish a soybean processing plant. The Gujarat federation has 
also applied for a licence to set up a grcundnuL processing 
plan; and - hydrogenation pla:n t-Fowever, in view of the COI's 
declared policy that cuch groundnut process ing plants will be 
approved in the sr..all sectoy only. it is uncertain whether or 
not thu. licence will be 7r.-nted The GOI had in fact turned 
down a sir,.ilar application froi-r another state. NL[ B informed 
us tbat they have sought the state gove-rnn-,ent's intervention and 
were confident of gettin- tbf. 001 approval for the Gujarat 
fedeiation's proposed plant CLUSA sI:ated that Lhe NIED 
proiect pyoposal approved by the G0 included such plants and 
they felt that thir point would be in NFE's favor should 
problen-s develop in obtaini , approval for new facilities. 
CLUSA furtber stated that ibe G0 policy apparently refels 
only to oil r',ills and no; to extraction p ants which are conterr:,­
plated by the project. They also caid th.it the Gujavat state 
goverrr)-:ent has decided that only coope' ,.tiver- would be allowed 
to build new proccs lin. plant,, 

CLUSA' -Yesponn, is va:yue and we believe that rather than 
bank upon ascurrip'ionc, USAIE: India should deterrrine what 
impact the GI's policy will bve on the project. A favoi able 
resolution of the problen-: in t-is area is ci. itically important 
becau.-e 4:0 percent of the total direct investi-ent of the pl oject 
is planned on cuch iacilitie.. 

(e' Opr;ations Pe uarch, lio,[oring and Inforr.aLion 

An Opei ations !eseai ch Coup !'OFT.G' waC to be forred as coon 
as possible afte7 pio) c; ircpler,) ent-tion tai 'ed to conduct an 
operatio-n iesearc!, .:ud, in, t'he project area.. "he C.P.G wac 

foed and five expaAi i-ae con:'ularits were provided under 
. PC- No 214' a%. -a cost of abo-t :154 (CC N). TB officials 
s tated th.at th,:v could not deu iv, full benefit fror, the consul­
tants vis i,:: as t'ey wci . unawa c of the exis i.1; L chnolorv 
in the U 3;. A N I J;. felt i:h- thk con: .ultant visits would 
have been rmote. u:eful if "" v wer,.- d aftei Ibe Ni IE tear 



visit to the U S ; which is yet to materialize According to 
CLUSA, the NLE tearn's visit was deferred because of the 
delay in CPO approval and tbe extreme urgency of getting the 
study completed expeditiously. NEI B informed us that the 
recomrrendations made by the consultants have been incorporated 
in the inte iated report prepared by thern. CLUSA and NrLXB 
showed us the consultants' individual reports but they have consi­
tently refused to provide the integrated ORG report stating that 
it was confidential and was yet to be forrmalized. NE1EB officials, 
however inforrred us that they have not full,/ accepted the 
conrultants' recor.',rendations because- (a' data on technology 
and plant specifications was insufficient' an-I (b' they want to 
see for themselves the by-product (dal' processing which is 
still in tbe pilot stages of developrent in the U. S. They 
stated tbat a final decision on the recommendations would be 
rncade after th-.eir persornel completed their trip to the U. S 
which ir tentatively scheduled for Apiil 1981. Further, the 

FG repoit. has not been fuinished to USAIE India either. This 
report is i_-portant to NLrP to foirrulate project straegies and 
policies fox 2be projct, and for guidelines to nionito and 
reti ievf. info)rnation on th3 project. It is also critical for 
USAILIc rronitoi in,, and evalu-,tion that they know NLEB's 
s.-rategies and policies on pioject irplen'entation. Accordingly, 
USAIE should promptly obta-i'n a copy of the ORG consolidated 
report prior to approving the r.,;viced operational plan. USAI. 
India h:,'s anrecd with uc ard stated that they have repeatedly 
asked -,USA to provide a copy of the ieport; but this has not 
beeni done co far. 

A Concinuin.! Inforr-ation .:yste:i was to be !-et up to rronitor 
produtction and supply of vegeiable oil in tlhe project areas and 
in '-he roajor demand centc;c. According to NJ- IB, this system 
hac ;-iot been ectablished co fa,. CLUSA, however, stated that 
the byste- ii.d used to do a detailedhas been established was 

.rrarket suiveq (o find out com;u,-:Yption pattern of oils in four 
c :ies !owever according to CLUSA'.. proiect r.onitoring 
report, the ,:ui vey was done as a ctait T.Oi-. s-udy I 
was1, done a." a pai t of collecin: data on r-ilk and re.ilk products 
We do not believe tt a"-. e rurvevF c:ir be considered as the 
establichrr-c .i-: 1/oreover, syscre: was toof -rL yztezr ,  the 
i-nonitor pioduci.ion and -;upply in the plojoct areas, and not 
only for Cud.,in If any cyrtei., was­c orsu.-p.ion. pattern.s 
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established and used for the stated purposes, we were not 
shown any evidence to establish that accomplishment. 

M Marketing 

The project envisages procurement and marketing of imported 
and indigenously pr:)cured veget.ble oils in such , way as to 
contribute to the stablization of supplies and prices at levels 
which will be fair to the consumers ind growers. The NDDB 
project proposal states that the current over-ill deficit in veg­
oils fluctuates from 300, 033 tons to 800, 003 tons annually. 
It estimated that if OVOW has control of 290, 00J to 430, 903 tons 
annu.ally this will be a sufficient cuantityto enable vegoil supplies 
and prices to be stabilized. 

The operational plan projected a procurement of 154, 0)0 tons 
of oil fromdomestic and external markets during the first ye,-..r 
of the project. NDDB, however, did not proc ure any oil 
reportedly because of la.ck of funds and the delayed start of the 
project. According to CLLSA, the fact that a two fiscal year 
supply of U.S. donated oil arrived during onine month period
also precluded the need for additional oil procurement. Hence, 
marketing activities hnve thus far been limited to only the 
Titel II Dil. The s.les were made to consumers through the 
cooperatives and federations (18, 177 MT) under the retail 
distribution program Rt prices fixed by NDDB, and to wholesalers 
under the market intervention program (13,081 MT). The market 
intervention activities, under which there are no restrictions 
imposed on price or location and the buyers/sellers quote their 
own prices, are undertaIken when there is insufficient demand 
and stocks pile up. Thus, the project's contribution, if any, to 
the stabilization of oil supplies and prices would h-ve been very 
minimal thus far. Further, itis doubtful if the project can have 
a significant impact on supplies and prices in the near future 
because NDDB's market intervention activities will be quite 
limited in relation t. the total market. 

CLUSA, stated that NDDB can keep oil prices within ;in a7.cceptable 
5 to 6 percent price- range by controlling a 15 percent share of 
the mnrket. While CLUSA's st-itement may be true, the market 
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intervention program and the impact it can have on prices and 
supplies needs to be evaluated. US AID/India stated that it is 
actively reviewing the entire concept of market intervention. 
Further, the proposed evaluation team will have a marketing 
expert to assist in this nalysis and dialogue with CLUSA. 

(g) Research in Product/Process Development and Packaging 

NDDB has created a Product ind Process Development Unit 
within OVOW. Some work has reportedly been done in develop­
ing a dal analog and blending of groundnut and soybean oils. 
However, research on the major items mentioned in the 
operation-al plan has not been started. 

(h) Area Agronomic Centers 

The operational plan anticipated establishment of three area 
agronomic centers during the first two years of the project; 
one in the first year and two more in the second year. None 
of the center's have been established to date but the M.P. 
federation is considering establishment of a center. 

CLUSA stated that only one agron-mic center was to be started 
during the first phnse, and the two others were to be started 
during the second phase. CLUSA contended that due to a typo­
graphical error the word year was mentioned in the operational
plan. USAID/India agreed with CLUSA. However, CLUSAs 
contention is not supported by the NDDB propos-l to the GOI 
on which the operational plan was based. The NDDB proposal
clearly stated that two more ccntcrs would be started "during 
the second year of the pr-)ject (197?-80). " Moreover, the 
"nrojectBudget Direct Investment Schedule in Appendix B to 
che operational plan also showed thA funds were budgeted for 
the two additional agronomic centers in the second year, and 
not in the cecond phase of the project. 

(i) M-npower Development 

The operational plan projected that 1500 man months of training 
would be provided for employees and participants in the eight
major activities by the end of the first phase, to be followed by
.ddition?.lly scheduled trAining as rccuired. According to CLUSA, 

?8?. man months of training h.d been providcd as of September 30, 
1980. -



In sum, there has been very limited implementation progress in several 
key and critical areas. There -re severl major issues which will directly 
impact on the project's success and viability. These issues include the 
?.bsence of 3ny major commitment of other than U.S.G. resources, the 
failure of the state governments to provide land for the district farms or 
agronomic centers, the uncertainty regarding appr-vw.l of new groundnut 
processing facilities by the GOI, and the ambiguities concerning NDDB's 
market intervention progr-im. 

Overall there has been no rei.l indication that either the GOI or the state 
governments are willing to. support implementation of this project. We 
believe the almost complete failure by the states to provide land for the 
farms and agrcnomic centers !s indicative of limited interest :-nd support. 
Further, if the federal government does in fact prohibit or seriously 
limit the esta:blishment of processing facilities, the projects, chances 
for success aro relhtively limited. /,t rny rate, it is urgent that these 
issues be resolved promptly and they should be closely reviewed by the 
project evaluation team. At the moment, we don't know if the issues 
exist becauce )f p-or planning and lack of cle-trances before the project 
was approved for AID funding or if a. roal problem d es in fact currently 
exist. 

Recommcndation No. 

The Director, USIID/India should require CLUSA to furnish, 
ithin 3.) days of the issuance of this report, the ORG report 
nd the economic feasibility report on the BVP plant. 

Recommendation No. 3 

The Director, USJ.ID/India should require the project evllu­
a.tion team t-, review current pr-)ject co)nstraints including a. 
review of the viaibility of the two processing pl.nts ncnvirod 

t-o datc and NDEB'c market int.rvcntion pr ,gr:.m. Thu team 
should .lso review whether -)r not the "ther oil inputs, the 
land for district farms -nd oigronomic ccnters, and GOI 
appro.vals for new groundnut proccrsing facilitiec will be 
provided -' onvis-gcd an1J if not, the impact the l.ck f thc 

resources will hav. on pr_,jict via.bility. USAID/India should 
take appropriate action rcg-rding the pr ject's future, based 
on the evalua.ti.n team's fininf'g,. (USIID h's indic-ttI that 
most :)f the above it,;ms -,r,_: inclu. d in the p,' p" Clvl.­
tion sco-pe a.nd th-.t they will ,.xn ure th-t d'., tc attnti )nl is 
given by the evaluation tL-m to) :ny )f the -b'ov:. item, no t 
specificnally included in the scop)e. 
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D. FINANCIAL MANAGEMENT
 

1. Special Account 

Contrary to the provisions of the TA, only part of the funds generated 
from the sale of Title II oil were deposited in the SpeciA!Account. Sub­

sequent to completion of our field work, CLUSA rep rted that the re­

maining funds were also deposited in auditablc projc.ct accouaits as of 
December ?3, 1980. However, we noted from their -eport that some 

deposits were still not in accordance with the TA and inte.est earnings 
from project funds are still ,iot properly cAccuntod for. 

Acccrding to the T1A and the operational plan, all sales proceeds from 

Title II oil were to be deposited by NDDB in an auditable S,ecial Account. 
NDDB, however, deposited the sal],ci procec Is at a fixed rate of 
Rs. 5, 500 per MT of oil sold, whereas the rates actually realized ranged 
from Rs.8, 315 to Rs. 1), 980 per MT. The residual sales proceeds over 
and above the Rs. 5, 509 p-r MT rate wore deposited in NDDBIs general 
account which was not nubjcct to USG audit. 

The above issue of accounting for the exces. fund generation is of major 
importance simply because of the magnitude of funds involved. For 
example, based on current selling prices and the planned level of USG 
and othcr donor commodity inputs, we have calculated that a total 
equivalent to $81 million of excess generations would have been 
accumulated over the lifc of the projuct that would not have been dcposited 
to the project's special account. Almost $5? million of that amount would 
have been generated from USG provided rc:.;-ourcsr, but not subject Zo the 
usual budgetary controls or nozmal monitoring ronuiremdnts of the USG. 
Under initial procedurcIs, the funds in qu.tion were apparently g-oing to 
be deposited in NDDB's general account to be used for unspecified projoct 
purposes but ther_ has been no r,-1l explanation of 'hat they intended to 
use the funds for. In our view, it h':u b ,:n (evidcnt from the vc ry beginning, 
of this project thit funds gencrate!d in excess, of th., planned deposit rate 
would be substantial in total amounts. Pceordingly, we asked USAID to 
explain why this lack, of ccountability w-s accepted, how this massive 
rescarve and uncontrolled funding w2 s to bc u,,j;d and accontAl for, -)no 
if the re wan- any 'vid. o.c, nvail,'blc. t-) substanti atc the intended use. 

USAID advised us th,,t they were unblv 1 ) "inswer ouIr queutions btvcausu 

we assumed, (1) that they vccUptcd a lack of responsibility f-or the excess 
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funds generated and (?) because we assumed such generations were 
evident. They pointed out that there has been a considerable change 
in their staff since inception of the planning for this project and that 
their files give a different picture than our first assumption indicates. 
Specifically, they felt the files clearly document their position that there 
is no lack of accountability in the formal records and that they acted 
promptly in bringing the matter to AID/W's attention after it was pointed 
out to them by AAG/W auditors in January, 1980. They said, "In 
retrospect USAID clearly was remiss in not having procedures which 
would have recuired financial and programmatic review of CLUSA/NDDB 
accounting procedures beyond that given by the FFD office. This is 
particularly true since this was a new project with an institution which 
previously had not been accountable for AID or PL 483 funds. Un­
fortunately this was not done. " 

"In conclusion, USAID did not anticipate generations in excess of project 
requirements and expected to fully account for all funds. USAID still has 
no intention of generating funds in excess of those required for the 
approved projects. However, there have been changes in what CLUSA/ 
NDDB perceived to be the ground rules, and normal modifications in 
project design occurring from implementation experience. A revised 
OP and AID evaluation are required to determinc what the approved 
budget should be. These required actions are underway." 

For the most part, USAID's above comments do not clarify how these 
funds were to be used or controlled but, as the following analysis shows, 
the matter has essentially bec.n corrected and is not expected to create 
future problems. 

As of June 30, 1980, CLUSA had rcceived and turned over to NDDB 
55, 898 MT of Title I oil. Of this, NDDB had sold 31, ?.58 MT as of that 
date for Rs. ?68. 5? million ($3/'.65 million). 1/NDDB, however, deposited 
only Rs. 171. 9? million ($27. 18 million) in the Specihl Account and 
Rs. 11. 17 million ($1.45 million) in the project operating account 
controlled by OVONW. The b:'lance of Rs. 85. 43 million ($ 1. .02 million) 
was reportedly deposited in NDDB's gener l account and not subject to 
normal USG monitoring ,nd control mechanisms. 

1/ Conversion Rate- $1 = R.. ?. /5. 
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According to CLUSA, the Rs. 5, 500 deposit rate per MT was based on 
NDDB's October 1977 project proposal to the GOI and it was discussed 
between CLUSA and USAID/India. CLUSA's internal memo dated May 3, 
1979 showed that any amounts realized either excess to or less than 
Rs. 5, 500 per MT were to be considered NDDB's contribution to the project 
and deposited in the project operating account controlled by OVOW rather 
than the Special Account. This procedure clearly contravened the TA 
provisions and there was no rationale for the residual funds to be shown as 
an NDDB contribution. Moreover, NDDB and CLUSA did not even comply 
with this adopted procedure as only Rs. 500 per MT of the excess sales 
proceeds in the NDDB general account were actually transferred to the 
project account. As of June 39, 1980 the remaining funds due from the 
NDDB general account totaled Rs. 85. 43 million ($11. 0Z million) and 
these were not identified as project resources. There were no project 
controls maintained over these resources, no budgetary control and there 
still has been no adequate exp:anation as to how or for what purpose this 
large amount was to be utilized. Further, NDDB would not show us its 
general account records, hence we could not verify the current status ox 

location of the funds. 

This violation of the TA provisions relating to deposits of all sales 
proceeds in the Special Account was pointed out in February 1980 by 
AAG/Washington (Audit Report No. 81-8, 13/?3/80). In September 
1989 AID/W confirmed the primacy of the TA over any other under­
standings and required that all sales proceeds over and above the 
Rs. 5, 509 per MT rate for both prior and future sales be deposited in 
a second auditable Special Account. A recent CLUSA letter advised 
USAID/India that NDDB has instituted the second Special Account as of 
December ?3, 1980, and the status of fund generations through 
November 30, 1981 was now as follows-

TOTAL FUNDS GENERA TED 

From sales of Title II oil 

From sales of empty drums 

From penalties collected from dealers for 
failure to lift oil as per contract 

From interest e!arnings 

From other miscell-ineous receipts 

Rs. 390, 567, 777 

8?3, 685 

85, 575 

588, 747 

79, 401 

Total Rs. 397, 15, 185 
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DISTRIBUTION OF TOTAL FUNDS GENERATED 

Deposited in first Special Account at Rs. 5, 500 
per MT Rs. 251,540,897 

Deposited in the Project Account as 

(a) Indian contribution @ Rs. 500 per MT Z2, 867,354 

(b) Empty drum sales proceeds 823,685 

(c) Interest and miscellaneous receipts 753, 7.3 

Deposited in second Special Account as; 

(a) 

(b) 

Cash 

Fixed deposits 
maturity 

to be deposited upon 
116

159, 526 

,000,000 

Rs. 39?, 145, 185 

Thus, the total fund generations have n.kw reportedly been deposited in 
auditable accounts. However, we have not verified the sales proceeds 
or deposits since June 30, 1980 and thus are unable to comment on the 
accuracy or otherwise of the amount deposited, or of the accuracy of the 
preceding financial statement in general, since much of the activity 
occurred subsequent to our field audit. We, however, noted that the 
following deposits totaling Rs. 73, 6?1, 077 are still not in accordance with 
TA requirements: 

(a) 	 Rs. 27, 867, 354 representing oil sales proceeds at the rate 
of Rs. 500 per MT which have been deposited in the Project 
Account rather than the Special Account as required by the 
TA and subsequent PID/W ruling mentioned above. Further, 
the TA stipulates that CLUSA's written approval is necessary 
before withdrawals from the Special Account can be made for 
identified project expenditures. Such direct deposits in the 
Project tccount would bypass this approval requirement. 

(b) 	 Rs. 79, '1 mainly representing insurance claim proceeds, 
and shown as other miscdlaneous receipts in the CLUSA 
statement, were again deposited in the Project Account. 
This is contrary to the TA which requires that such proceeds 
be deposited in the Special Account. 
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(c) 	 Rs. 674, 322 representing funds generated from sources other 
than drum sales, such as interest earnings and penalties, 
was also deposited in the Project Account. The TA's intent 
dictates that such program relaked generations should be 
handled in the same manner as the sales proceeds and 
deposited in the Special Account. Their use would then be 
subject to the same procedures and controls as those pre­
scribed for Special Account funds. 

At our request, CLUSA did provide us details of the fixed deposits totaling 
Re. 116 million, such as their term, rate of interest, and 'hey also deter­
mined from NDDB that the certificates are free of any encumberances. 
Most of the fixed deposits are invested for a five to six year period and 
most are earning interest at the rate of 10 per cent per annum. However, 
based on the information provided, we determined that interest earnings 
were not accurately accounted for. A more detailed discussion of interest 
earnings and recommendation for corrective action is presented in part 2 
of this section. 

Accordingly, USAID/India should ensure that all fund generations are 
deposited in compliance with the requirements of the TA, and obtain 
complete details of fixed deposit earnings since inception of the project. 
In addition, the TA should be amended to reflect the change regarding the 
establishment of a second Special Account. Further, since the NDDB 
general account should not be used for the deposit of the projects sales 
proceeds, USAID/India should ensure that adequate procedures are 
developed to guarantee that oil sales proceeds are promptly deposited 
in the project's two Special Accounts. 

Recommendation No. 4 

The Director, USAID/India should schedule a review of 
project records to determine that all project fund generations 
as of November 30, 1980 have in fact been properly accounted 
for. In addition, USAID/India should require that fund 
generations totaling Rs. ?3, 6?1, 077 be deposited in the Special 
Account, and obtain a report evidencing that the transfers 
have becii made. 
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Recommendation No. 5 

The Director, USAID/India should take necessary action 

to amend the TA to reflect the institution of the second 

Special Account and to clarify the procedures to be 

followed for depositing all oil sales proceeds in the two 

Special Accounts. Specific written procedures should be 
developed to ensure that all funds generated are promptly 

deposited in a manner acceptable to AID. 

CLUSA Comments to Section D I-

We find this section to largely ignore past history, contain unsubstan. 

tiated innuendos, and be misleading as to actual events and therefore 

we must take strong exception to it. 

Using a pegged value for donated commodities was used in Operation 
Flood (on which the OGCP is modelled) and has been accepted by many 

other donors to NDDB (WFP, EEC, Canadians, etc. ). The rationale 
for this is that the commodities are worth a certain basic value - pro. 

curement costs plus shipping costs - and any funds generated in excess 

of this value by sale in India are actually coming from the Indian con­
sumers and therefore should not be officially subject to donor control. 
It should be noted that th Rs. 5, 500 /MT basis was discussed with and 
concurred with by USAID and AID/W officials and therefore NDDB and 
CLUSA were operating in good faith in agreement with the understanding 
on this basis concurred with by all parties. 

This section also completely ignores the fact that NDDB is a public trust 
subject to innumerable audits and that there has been no indication of any 
misappropriation of funds. 

(Audit Note - The presentation of the above comments from CLUSA does 
not imply 0ther USAID or audit office concurrence therewith. The reader 
should also note that we were not permitted to audit NDDB general 
account records and that we have not made any allegations regarding 
misappropriation of funds nor do we have any indication that such a 
pr'ldem exists.) 
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2. Interest Earnings on Sales Accumulations 

Known interest earnings totaling Rs. 1, 074, 971 realized from the invest­
ment of project funds had not been deposited in the Special Account at the 

time of our audit. There were other interest earnings from investments 
made out of the oil sales proceeds not transferred to the Special Account. 
but the exact amount thereof is not known since we were not allowed 
access to NDDB general account records. 

During August 1979 to July 1980, NDDB invested a total of Re. 85. 5 million 
with nationalized Indian banks as short term deposits (Rs. 27. 5 million) 
and fixed deposits (Rs. 58 million). The details are: 

From Special Account Funds Rs. 71 million 

From Part of the oil sales proceeds 
retained in NDDB's General Account 14.5 million 

Rs. 85.5 million 

Our review disclosed that as of September 14, 1980, NDDB had received 
Rs. 1, 749, 355 as interest on these investments, including Re. 16, 078 an 
the investments made from the NDDB retained funds. Of these interest 
earnings, NDDB deposited Rs. 130, 19Z in the Special Account and 
Rs. 35, 19? in the Project Account. The balance of Rs. 1,074, 971 was 
deposited in the NDDB general account, whereas it should have been 
deposited in the Special Account. We also noted that an additional 
amount of Rs. -6?, 391 had accrued as interest on these investments 

through September 30, 1980. NDDB had not reported the interest 
earnings to CLUSA as of the audit date nor had CLUSA assured that such 
revenue was deposited in the Special Account. Thus, CLUSA has not 
exercised adequate control over interest earnings of the project. 

NDDB's annual financial report as of March 31, 1980 showed that they 
earned interest totaling Rs. 3. 7 million during April 1, 1979 to March 
31, 1989. We do not know how much of this interest was earned by 
NDDB on the investments made from the oil sales proceeds retained by 

them as NDDB did not show us the general account records. However, 
our analysis of NDDB accounts, per their annual report, showed an 
increase of Rs. 99. 2 million ;n interest bearing accounts during the year. 
This increase, according to .)ur analysis of the annual financial accounts, 
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was largely due to the retained sales proceeds. Thus, it would be 
reasonable to conclude that most of the interest earned during the 
report period was on the retained sales proceeds invested by NDDB 
and, if so, that amount should be deposited to the project Special 
Account. 

Commenting on our finding, CLUSA stated that the interest earnings 
deposited by NDDB in the Special Account and the Project Account were 
correct as per the basi used during the audit period. CLUSA felt that 
the remaining interest earned on the retained funds was not required to 
be 	deposited in the Special or the Project Account under the basis used 
at 	that time. We do not agree with this since there was no rationale for 
NDDB to have retained any interest. Further, CLUSA did not state 
anything about whether or not the total interest earnings on all oil sales 
proceeds will now be deposited in the Special Account. In view of the 
recent decision that the total funds generated from the sale of Title II 
oil 	should go to the Special Account, -11 the related interest earnings 
should also be similarly deposited. 

According to the recent status of project funds furnished to USLID/ 
India by CLUSA, Rs. 116 million of the residu.l oil sales proceeds were 
lying in fixed deposits as of November 30, 1980. CLUSA later furnished 
us details on these fixed deposits -nd informed us that they were not 
encumbered. The status of the fixed deposits of Rs. 116 million was as 
follows : 

Estimated 
Interest 

Deposits Rate of Received Cr 
Made During Duration Interest Amount Accrued 

(Months) ( Million Rs. ) (Million Rs. 
11/79 to 8/80 63 10"C 8?.00 1/ Rs. 5.5 
7/80 39 8.5% 8.00 ?/) 
7/80 to 6/80 1? 7% Z6.00 2/) 1.4 

116.00 

1/ 	Fixed deposit plan under which interest earnings are automatically 
reinvested nnd also then earn interest at the same rate. 

?/ 	 Interest assumed to be paid qu-irterly. 
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Our computation showed that these deposits would have earned or accrued 
simple interest of about Rs. 6. 9 million as shown above. Approximately 
Rs. 1. 4 million of that amount probably has been paid to NDDB in addition 
to the Rs. 1. ? million which was received, as mentioned earlier, on other 
fixed deposits. Thus, against estimated interest receipts of approximately 
Rs. 2. 6 million, NDDB transferred only Re. 588, 747 to the Project Account 
as of November 30, 1980. At the moment, we do not know if NDDB 
accounting records reflect the approximate Re. 5. 5 million of estimated 
interest earnings shown on the Re. 82 million indicated above as being in 
an automatic reinvestment plan. Actually, the earnings specified of
 
Re. 5.5 million should even be higher because our computation was based
 
on simple interest earnings whereas these particular investments would
 
be earning interest on a compound basis.
 

Given all the uncertainties indicated above, we believe it is imperative 
that USAID/India verify the interest earnings to date and ensure that 
such earnings are deposited in the Special Account(s) or are adequately 
accounted for in the Project's fixed deposit accounts. USAID/India 
agreed that there is a need to keep adeouate track of interest earnings 
and has told CLUSA that any interest earned should be deposited in the 
Special Account. 

Recommendation No. 6 

The Director, USAID/India should obtain complete details 
from CLUSA/NDDB on the application of all funds generated 
from the sale of Title II oil since inception through 
November 30, 1980. This data should include all funds re­
g-.rdless of whether they were held by NDDB or deposited 
to project accounts. Such details should list all the invest­
ments made out of the total oil sales proceeds and the 
interest earnings thereon. USAID/India should verify the 
accuracy of these details to NDDB records and verify that 
all interest earned to dAe, on these investments is deposited 
in the Special Account. Further, USAID should require this 
action to be completed within 30 days of the issuance of this 
ruport. 

3. Empty Container Sales 

NDDB has not maintained adequate accountability records for empty 
container sales and funds realized therefrom. Section G of the TA 
provides that proceeds from the sale of empty oil containers will be 
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used to finance project costs such as transportation, storage and 
packaging, and other expenses that may be authorized by AID. The TA 
is silent about where the sales proceeds should be deposited. 

Under the procedure followed by NDDB, containers were disposed of 
in two ways: (a) some were sold along with the oil and their price was 
included in the total oil sales price; and (b) the balance of the oil drums 
were received back from the purchasers and separately sold by NDDB. 

NDDB did not maintain adequate accounting records for the total containers 
received from the U.S., those sold under the above two procedures, and 
those still on hand. They only furnished us an accounting up to the period 
ending March 31, 1980 for containers separately sold by NDDB. Further, 
the support for even this limited information was not available, hence we 
could not verify its accuracy or reconcile their accountability for empty 
containers. 

According to available data, NDDB had realized Rs. 550, 921 from the 
sale of 5,550 empty drums as of June 30, 1980. Of this amount, only 
Rs. 42, 096 were deposited in cash in the project account. The balance of 
Rs. 508, 915 was deposited in the NDDB general account and later 
accounted for in the project account through adjustments of the accounting 
records. NDDB officials stated that since they had a ci idit balance in the 
project books, this made no difference. However, we found that as of 
June 30, 1980 NDDB had a debit balance of Rs. 687, 348 in the project 
books. 

Subsequent to the completion of our audit, CLUSA, informed USAID/India 
that NDDB had deposited Rs. 8?3, 685 in the Project Account as empty 
container sales proceeds. Since they did not furnish any other data, such 
as the number of drums recoived and sold under the various types of 
sales, we could not determine, the completencss or accuracy of the 
deposit. 

NDDB has sold . t)tal of 160, 684 -il drums through retailers and whole­
salers as of June 30, 198.. At the average selling price of Rs. 100 per 
drum, the total potential revenue from these drums would amount to about 
Rs. 16 million or about $/ million. We realize the actual revenue would 
be less since some oil sales were m-dc with drums. Nevertheless, 
considering the large amount involved and the potential revenue from this 
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source, we believe USAID should obtain a complete and up to date 
container sales accountability and, in conjunction with CLUSA and NDDB,
formalize procedures regarding accountability and deposits of container 
sales proceeds. 

Recommendation No. 7 

The Director, USAID/India should obtain an up to date 
accounting for container receipts and sales, require 
NDDB/CLUSA to establish procedures for accountability 
and deposit of container sales proceeds, and require that 
current and future container fund generations are deposited 
in accordance with such procedures. 

4. Withdrawals from the Special Account 

There have been significant violations of the procedures established to 
control withdrawal of funds from the Special Account. We found with­
drawals which had not been deposited in the Project Account and large 
withdrawals which were not authorized. 

The TA provides that when funds from the Special Account are required
by NDDB's Oilseeds and Vegetablo Oil Wing (OVOW), a written request
will be submitted to NDDB and CLUSA indicating: (i) the proposed use 
of the recuested funds in broad areas; and (ii) that except for a mutually­
agreed-upon operational margin, funds previously received from the 
NDDB's Special Account have been fully utilized as demonstrated by
documented proof of expenditures in NDDB-OVOW files. After 
receiving the request and upon the joint written approval of CLUSA and 
NDDB, funds arc to be promptly transferred to the OVOW Project 
Account. 

Our review disclosed the following violations of the established procedure: 

(a) 	 During July to December 1979, NDDB withdrew Rs. 27. 39 million 
from the Special Account. This amount was deposited in NDDB's 
own bank account rather than the OVOW Project Account. OVOW 
officials expl.iined that since the project bank account was not 
established until January 23, 1930, the amount was deposited in 
NDDB's b-nk account. Howevcr, they did not furnish any 
re.sons for the delay in establishing the project bank account, 
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In the project records, the amount of Rs. 27. 39 million was 
shown as a debit to the NDDB account. Of this amount, 
Rs. 76 million was invested by NDDB in interest earning fixed 
deposits and the balance was being used for project expenditures 
incurred by or through NDDB. OVOW officials stated that 
project fund generation sta.rted after June 19/9 but NDDB had 
initiated project related action before that in consultation with 
CLUSA under the preproject saction plan. NDDB was, there­
fore, reimbursed for the funds used by them for the project. 
They further stated that it would not have made any difference 
to the Special A-ccourt if the money had been transferred to the 
Project Account and a'rom there to the NDDB account. 

We found GVOW's explanation unacceptable and unsubstantiated. 
First, the routing of funds through the Project Account was re­
ouired by established procedure. Second, occording to the 
details provided to us, preproject expenses amounted to only 
Rs. 791,624 until March 31, 1979. Thus, there was no support 
fcr OVOW's claim that the Rs. Z7. 39 million (of which Rs. 26 
million was in fixed deposits) were repaid to NDDB on account 
of preproject costs. 

(b) 	 OVOW/'s withdrawal request of Rs. 109.36 million was approved 
for only Rs. 59.36 million by CLUSA. However, OVCW withdrew 
Rs. 96. 13 million, or Rs. 36. ?7 million (about $4. 6 milli3n) 
more than the ?pproved amount, is of 3eptember 30, 1989. Of 
this Rs. 36.7? million, CVCW h-,d reported Rs. 14. 17 million 
to CLUSA in its semi-annur>l reports for the period ending 
June 30, 1980 and the b.lance of Rs. -?. 60 million withdrawn 
in August and September 1980 was yet to be reported to CLUSA 
in a 	subsequent report. 

Commenting on our findings, CLUSA staIted that- (a) we have considered 
preproject expenditures up to MArch 31, 1979 only whereas the project 
did not officially begin until July 1, 1979. (b) it has not yet accepted 
NDDB's semi-anaual r:port for the peri-d ending June 30, 1980, hence 
the st-tus of any withdrawals for this period is yet to be fin.lizod; and 
(c) reports are clu somi-annuilly and thc August/September 1983 with­
drawa ls were not .due to be reported as yet. 
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We have based our statements on the preproject costs on the data 
furnished to us by NDDB. Moreover, CLUSA's explanations do not 
-alter the fact that very substantial unauthorized withdrawals were made. 
It was evident that CLUSA.'D control over project funds was ineffective 
to prevent the unauthorized withdrawal of funds from the Special Account. 

Recommendation No. 8 

The Director, USAID/India should require CLUSI-/NDDB 
to correct the unauthorized withdrawals from project 
accounts by either having the funds restored to the Special 
Accunt, or by a.pproving the fund withdrawals for use in 
future project activities based upon OVOW requests pre­
pared in the reouired format. 

Recommendation No. 9 

The Director, USAID/India should require CLUSA to 
establish control pr)ccdurcs over the projcct Special 
Accounts that will effectively prevent unauthorized with­
drawals of funds in the future. 

5. Project Account 

(a) Project Disbursements 

A total of Rs. 85. 3 million had been transferred ta the Project 
Account ,s of June'30, 1980 as follows: 

Transfers from Special Account fincludes 
Rs. 7, 393, 000 paid to NDDB and not deposited 
in the Project Acc-unt). Rs. 73,579,105 

NDDE-OVOW Contribution -at Rs. 509 per MT 11, 168, '98 
Sale of Empty Contrainers 550, 921 

Insur-.nce 'nd othir Recoveries 71, 'm1 

Accounts Payable J6, 2.63 

TOTAL SOURCES Rs. 85,336,005 
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Of this amount, disbursements totr.ling Re. 6?. 0 million had been made 
as of June 30, 198). The balance is represented by a bank balance of 
Rs. ?3. 3 million. 

Rs. '5.7 million of the expenditures were questionable as there was no 
provision therefor under the TA. and the operational plan. Details of 
such vueation-ible costs are furnished in Exhibit B. In addition to these 
questionable costs, we observed that in August 1980 OVOW transferred 
Rs. 40 million (about $5 million) to NDDB reportedly for working capital 
provided by NDDB to BVP. This transfer is ouestionable on the grounds 
that BVP does not enjoy cooperative status which is a precondition for 
assistance from pro)ject funds. 

CLUSA disagreed with us about the ineligible disbursem.ents, and their 
comments are included in Exhibit B. USAID/India, however, agreed 
that based on the approved operationil plan and the TA provisions, our 
findings -.re correct. USAID/India stated that the project operation 
plan and the budget arc being revised a.nd will be thoroughly reviewed. 
Meanwhile, USAID/India has rucommended to AID/W sever.l changes 
which, if approved, will regularize somc of ihe questioned expenditurcs. 

Reg-iding the use of project funds for unauthorized purposes, we noted 
that CLUSA ha:s not accepted USL ID/India's prero-ctive of prio" approval 
before unplanned expenditures werc made. CLUSA has st-ted th't the 
governing documents do not provide for prior USAID/India approvAl .nd 
that -an amendment of the TA would be necessary for this purpose. 
Meanwhile, CLUSIt said it ca.n only take note of UOSAID/Indi-'s objections 
while continuing with the necessa.ry anction. According to -, ',ble corres­
pondence, CLUS[ has since proceeded t-- a.uthorize withdr-wal .f funds 
for the purp)sc of establishing revolving funds which ic not an approved 
use for project funds. This was done aft-.r specific USiID/India's inst­
ructiono t-o the crntrnry. 

In our view, this ction by -. USG gr-ntue who has rc:cdivcd g-r-nt,- in 
excers -f $109 million is , r-'ther suri:us m-tter that should be quickly 
resolved. To avoid similar un-iuth<)rizcd uses in the futur.., c-nsidera­
tion should bc given to 'mending thc T1 t.) rcquir.., pri)r IPID appr-oval 
for major uses of project fundO that ar2 not spccifica.lly pr )vided f,)r in 
the Ti or rcl.a.t-d documents. In ,-swc:r to our draft rep)rt USIIV felt 
o)ur statments in this a~nd tht. proccding paragraph "we r, unduly h.rtlh 
.nd to a vt.ry great ( xtcnt unc Alled f ir. " They sttd that ', D~cmbc r 
1980 L ID/W cable "takc; cogniz-anc ,-of thc uniquce situ'iti.)n th, pr,)ject 
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found itself in as a result of the incompatibility between project documents 
and actual and pla.nned project implemcnt.Ation. The cable offered three 
options but indic-td ,ID/VP's preference for the third which provided for 
CLUSA/NEDB to continue projecL disburcements f'or proposed uses subject 
to refund in thc event any ouch proposcd uce being disapproved l.ter." 
Here a-gain, wc believe this is a.cuesti'-nble procedure because there is 
no .apparcnt funding source to reimburse expenditures that a re later found 
t. be unaccept.a.ble. I.ccordingly, we continuc to believe this matter should 
be quickly resolved. 

Recommendation No. 10 

The Director, USAID/Indi-. hould review the propriety of 
the ouestioned disburseme nts to)taling Rs. 65.? millin 
(Rs. 75. ? million plus Rs. 40 million) and require restora­
tion to the Speci-l I.ccount of disbursements ruled to be 
ineligible f.or pr-jsct financing. Further, USI.ID/Indii should 
"mend the T1 to rocuirc prior .ID approvv'l for ,a.nymajor 
uses of projcct funds that re nt specifically pro)vide:l for-.

undlcr the TA. 

In addition t- the cucsti-mbh! diburscments menti:)nd --bovc, there 
were "ther r'uectiun-ablc costs includ.d in the expenditures incurred 
under 7pprovcd -,ction items. There re dct-Ail'cd under (b) and (c) 
below. 

(b) Survey Ch-.rges 

i.s of June 31, 19 , GVCV! h -t ch- rg d ls. 6, -,'),to projcct 
funds c rurvcy ch-r-;es fr the Titel II o)il shipments reccivd. Secti-n 
7.11.9(c) -f ID Rc.p,. II pr )virle.s for -:imburzzem..nt of surv :y ch-.rges 
incurred by vhn t-ary a.eri.niis by the Co.mm:odity Credit C"rpr-'tion 
(CCC) -on rcctuipt :)f th. I-urvcy,,r'- i-v:ic . I cc:,rdin!gly, ,CLUS 
f'rw-'.rd ,-ithe, survey C hut n,)t kn v'rs' iriv .ic bi,/'V!,,li: 
if the "m ut s wL:r. cimbu,-,; e'.by CCC.. The, r-.imburr;ements 
rc ceiv:,1l fro)m C'.' chulrd I- i ,%.nd rc.st 1 .,t ; the pr.jec t 
funds t" -v:id huplic!-ti'n -of chWgs. i If , pr c-hlures Th)ud be 
est.blih,-d t ht-ndl, t;imil-r ch atg,:, io thu futur., t-o a.v.id -n.y pO5ri­
bility of -.uplicsti-in. 
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Commenting on the finding, CLUSA stated that it knows the amounts
 
reimbursed to CLUSA/W by CCC and is 
 establishing a procedure with
AID and NDDB to handle such reimbursements. CLUSA, however, 
did not specify the amount reimbursed by CCC to date or describe 
the procecdure it is establishing. Therefore, we have no way of knowing
that any such charges h.ve been or will be restored to project accounts. 
We believe that an account: receivable should be set up for such costs 
and appropriate adjustments should be made when reimbursements are 
received from CCC. 

USAID/India agreed with the finding and stated that it will review this
 
matter.
 

Recommendation No. 11 

The Director, USAID/India should require that survey
charges paid from project funds be accounted for as 
Acc-.unts Receivable from CCC ind ensure that such 
expenditures are not reflected in project costs. USAID/
India sh-uld ;-Is,) obtain a reprt on survey charges 
incurred from project funds and CCC reimbursements 
received to date and verify that npjropriate adjustments 
have been made in project records. 

(c) CLUSA Monirinu Costs 

The NDDB/CLUSA agreement provides for reimbursement of 
CLUSA's project monitoring c.sts fr.m funds generated from the sale 
of Title II oil /ccorcin,, to proJ ect rec-)rds, such monitoring costs 
totalled Rs. 493, 859 of March 31,as 1980. These comprised -f the 
rupc c-,sts )fCLUSA/Indi (Rs. 219, 707.) and Il-)ll1r c)sts -f CLUSA/W
(Rs. 774, 157). Supporting dc-cuments for CLUSA//W co,,-,ts werc stated 
to be av:ilable in thc U.S. a.nd were theref,)r2 not verified by us. 

We reviewed the expenditure of Rs. 281, 61? incurred by CLUS1,
through June 30, 1980, including R,;. ?19, 7,' a.djusted in the. project
books thr:ugh the drtc, of )ur audit. Our review disclosed auestion .ble 
cost, tot-ling Rs. 11, .9 -iid uncupported cost of Rs. 1, -00. Det.iils 
of these co: sts, -Ilongwith CLUS,'s c.omments, a re furnished in Exhibit C. 
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USAID/India stated that CLiUSA's explanations appear reasonable, but 
each item will h.?ve to be reviewed. USAID/India has agreed to do this 
and will t-ike appropriate action. 

Recommendation No. 1? 

The Director, USAID/India should review the questioned 
and unsupported costs and -require fund restoration-to the 
project of .ny costs found to be ineligible. 

6. Reflows of Loan Proceeds 

OVOVI had loaned Rs. 7. 8 million ar of the audit date to Gujarat

Oil Growers Cooper-tive Federation (GOGF-) for the purchase of an
 
oil mill located at Jamnagar. The total cost of the mill is 
 estimated
 
at Rs. 5. 6 million. Under OVOW's established procedure, 30 percent

of the tot.-ol amount will be given as a grant and 7) percent as 
a repayable
loan. The loan will be repayable in semiannual installments over 70 
years, with "afive yo.ar grace period. The loan will reouire interest 
at the rate of 8-1/ percent per annum a.nd interest for the first 5 ye-.rs
will be c-pitalized and a.dded t- the loa.n amount. We were advised that th 
loan .greement between OVOW and GOGCF was in process of being

fin;lized -t the time of our OVOW
-,udit. officials could not state the 
purpose fo)r which loa-n rfelows and interest, when received, would be 
used, nor i. there any provision in the project documents as to how
 
such second generation funds sh )uld be uced.
 

Addition.1 similar l)ans are likely to be provided by OVOVW to the 
cooperatives nnd st-.t . fedcra.tions out )f the prajcct funds. Eventu.lly,
such reflow,. and interest could be substAntial and formanlizati on of 
procedures rcgarding their lcposit "n-d future use should be developed. 
One possible use might be to provide., ?. pcrmanent funding base for the 
national c-nfedrlration of st7.ts fuderati-is th.t is to be crc-ated under 
the pr!ject. Lsuch use might well ensure the perpetuation ?,nd effective­
ness of the project. 

Reccmmndation N). 13 

The Dir:ctor, USID/Indi - sho)uld, in conjunction with CLUSA/
NDDE, -st-blish pr ,ccdJurcs for the deposit rand use of proceeds 
rcalizcd from project 1 1-n reflows and interest thereon. 

- 37 ­



COV2PLIANCE WITF TA PROVISIONS
 

The 	Transfer Authori7ation requixes submirrion of senriannu.d reports 
on the Special Account and on commodity accountability. Our review 
disclosed the following .Ieficiencies in GLUSA's reporting­

(al 	 Sp.cial Account ..Repoit. Advances were reported as documented 
expenditures: an expenditure of -s. 98, 000 was ieported twice: 
the report amount of "Is. 11,748 -r illion foi "sinking fund" expen­
ditures differed from the Es, 12.. 8l( roillion recoided in the project 
books; and the expendituies in some categor ies exceeded the 
amounts approved by CLUSA. Since CLUSA's review was limited 
to verifying the arithrn-etical accuracy and cornpaiini line iterm1 
expenditures with the approved amounts, the discrepancies other 
than those where the expenditure had exceeded the approved 
amounts rema.ned undisclosed. 

(b' 	 Cormi,_odiv .ccou_-ii ibi...port:. USAIE India waived submission 
of this iepo,. based o.n CLUSA's rer.uest that itwas duplicative of 
the two qua 1.eily Commodity Status 1,eports (CSRs' that were 
re-uired. Our review of 'he --uartcrly CSPs disclosed that they 
did 	rot contain infori-rration on stocks on hand and rtocks sold. 
Instead th, CSP; L-howed only comrodity arrivals, shortages, the 

urlt-ity foi which depos.its w::.re mc-ide into the Special Account, 
and the 1Cmaorn, ruantity of oil on hand (out of which sore would 
have be,-n sold but proceeds not then deposited to the Special Account 
Thuc, t',e inforration ic:uired in the corrsmodity iepo t, and vital 
foi 	USAIL [idia nonitoring aclivities, was not being furnished. In 
effect, USAIEIndia : ,r,.ct the w:y.ivei without adequately reviewin. 
the 7A renuir,--r en:, th -- co:: Wcntc of the .,ua. Lerly CSR-, or their 
info-,rcational ic..:;urr_,r tz. USA1[ Irdia agreed tbatt corrective 
action is rc-uired on the ieporting syster,, and that it should not 
have given CLU-A a waiver They further stated that CLUSA would 
be recuested to subr..it tie reriannual comrr-odity report aE requiied 
by the TA. 
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1ecomr-endation No. 14 

The firector, USAIL India should reouire CLUSA to correct 
dte ibove noted dicciepanciev in thei. next semiannual report 
on the Special Account and to subrmit the semiannual corrrodity 
accountability reports a." ienuiled by th TA. 

?. Losses/ r araaes 

CLUSA had not reported inland loss.:s/darragec of Title I[oil to USAIE: 
India nor bad insurance clair- proceeds been deposited in the Special 
Account as rectuired by the TA. CLUSA stated that since N.ELB deposits 
into the Special Account, undei the Ps. 5,500 rate, were related to the 
ex-ql-ed quantity of oil received (net of rr..arine losses', thexe w:. no 
reouirern.Ien for NFEB to report th- inland losses. -owever, during 
our audit we observed ti- 1: NE ..B jeposits into the Spec ial Account wei e 
related to the actual cuantity sold and not to he ex-shed ouantity as 
claimed by CLUSA. 

Further, under at- apreeren"- with Indian rairy Corporation (ICC) NT LB 
arranged for irC to rainhiin shipment accountinu and loss,.darmage 
records fol ihe Title II oil. We found that I1C Fad not kept any register 
for port a.id inlanid L"-ansit o sLoitage loss, s -and d-t;"ages Unde- the 
procedure followed by7 11-C, deduction, were rladc for sucl- losses.fror.. 
the bills of transport and wa::ehouse contiactoi : In the abrence of a 
corr posiite iecoi d, i, w c lifficull to det r,'.ine whether app-opriate 
deductions, were n -ide for all such lo,'-er Fowever, IEC did keep a 
register of clairys filed wiWli thc ifnlui .nce corrpanies. Accoiding to 
the regis er, IFC received :.(9, :75 aains t the insurance clai n,,s as 
of June 3C, 1980, That armour;, Jhould hive been deposi:ed in the Special 
Account but it was deposited in NE B'- tenei ilaccount and cubcuently 
accounted foi in(-he proj'-ct account thiough intut-adjustrr nt,".. 

IA'e Also found thal. CL USA Jil ,n1ot -ubn- it the Farra:,ed and ]!,. 1 in, 

Corr-rr odity Bcpor l"CP; s o USAI[ India a"r teouiied by S'ection (lf 
of A If F a-dbook 9 USALt officials aged that CL.USA should report 
the in:land fiosd:; arrac ad ruiou:i by regulations. 
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Recom endatLion No. 15 

The Eirectoi, USAIE Ldia should recuire CLUSA to 

furnich a detailed repori on all inland lostiec and dara.e, 

of connm-oditiet' to date including how any damaged 

commodities weta disposed of, insurance claims filed. 

recover ics and the disposition of funds iealized frorr, 

such claims and frorr, t anspoi t and wai ehouse contractors. 

3, Inteinal Reviews 'Audits 

CLUSA has not adequately corn plied with t ,e intetnal audit provisionc of 

the TA. They did not conduc.t inte.inal audits or furnish any internal 

review repor:'r to USAIL as i eouired by Section .1 1 5 of AE R.eg. 11. 

Euring our -au.-itCLUSA sbowed us sor'- report- which covered the 

diucar . roveL-r.ent, an'-A storage of TitIl2 II oil shipments; project 

profrerz and ir.pendinr action to i-rpler.'.e:.n the projeJct . These ieports 

did not cover s.veral other related matters, such, as losses and damages 

oi financial t-nsactions of the project. We believe this iadequate 

coverage contributed to CLUS.'s ineffective control over project acti-. 

vities. Fo.i. example, NIT EP_ had withdrawn funds far in excess of .inmourtv 

approved aind had not depo. idt' inter:-;.t... rnirgs in the Spccial Account 

but CLUSA had taken no co rec!tive .,ci.1on 

NEI:B infoirned us that theil own inteinal auditors had conducted review.­

of the project bu they refused io -how us the reports stating these were 

NEEJ3's iuernal documc-nts. Claus %.of NELBiCLUSA agreer '.ent 

provider that NI LB will '.-evis; and rnaiuauain a systurr. to record and 

control p!oLi ess on vr iour action iterm :. and conduct per lodic internal 

reviews (underscoring p-ovided' ard ev-ilu.ttion of piogresr.. " Sincc we 

weiu no, furnished ihe NU IP inte nal i eview i opor':s, we c-nno". conrrrer;t 
o,,) thei adeouacy 

CLUSA considered !heii periodic trip 1 eports to be an c-ffc:,.ive intcrnal 

review of the pioiect on a continual basis They felt that these were 

better than fo:,ival audits as they enabled thcr, to be better info rr.ed on 

rojtct and comr:ioditv han:llin,,i activities. Concernin€ the inter nal 
with USAILieviewr, CLUSA tated td-t the, had no written acrient 
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about such reviews as requir -d by AIE Reg. 11, Section Z.11.5 (C' and 

they concluded that internal teview reports were not specifically required 

to be subrritted to USAIE either by the TA or the op. rational plan. 

We do not agree witb CLUSA'. conrrents; internal review aepor.c are 

required by te TA and AlE iegulations. USAIL India also diosageed 

with CLUSA'S r,,ponse and felt that ouch reviews would be useful and 

should be regularly scheduled as required. Accordingly, UD3AIT ,ndi 

rent a letter reauiting CLUSA to undertake an internial review of the 

ptoject since Inception Ihi ougb recermbor 1981 and subr-it a report by 

do -not consider a recomn-en­F'ebruary 198Z. T3ased on that action, we 

dation neces sary 
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F. RECORDS AND DOCUMENTATION
 

OVOW did keep adequate accounting records on project funds but we 
faced considerable difficulty in examining the supporting documents for 
expenditures charged to the project because of commingling of funds 
and inadequate filing procedures. According to the established 
procedures, expenditures were to be made from the Project Account but 
a substantial portion of the expenditures were incurred by NDDB during 
the audit period and recorded in the project books through inter-adjust­
ments. This practice made our review time consuming and, to a certain 
extent, incomplete because NDDB records were not subject to our audit. 
Moreover, the supporting documents were kept separately from the 
payment vouchers, and considerable time was taken to locate them due to 
inadequate cross referencing. 

OVOW also so)ld oil from three different locations - Anand, Ahmedabad 
and Bombay. The s7ales records for Anand and Ahmedabad sales were 
ava.ilable at Anand, but those for Bombay were not. Hence. information 
regarding the quantity of oil sold by the Bombay office was not readily 
available. OVOW regularly o)btained information about the Bombay sales 
in the form :-,fApublic -ccountant's certified sttatement. However,a 
information .,,out the quantity sold was obtained on an estimated basis. 
Hence, we could not determine tho ttal quantity o)f oil sld from 
inception to) Junm 30, 1980 until the Bales register for Bombay was 
brought to An..nd. 

In our view, project reco)rds and supporting documents should be kept 
separately and appropriately cross-referenced t- the p,.yment vouchers. 
Similarly, recrds f.-r the, Bombay sales activities sh-uld either be kept 
at Anand ,orm-onthly summaries 3f actul cuarntitics sold should be 
-obtained by OVOW. 

Commenting :on )ur finding, CLUSA". statcd that it is not proper f.)r us to 
instruct NDDB :)n how t-) keep rec-rds a:s long as the required information 
is available. They said rec-ommend:tins f:r impro)vement in procedures 
-re welcome but requirements t) change these pr)cedurcs t-) conform to 
AID practices c)uld be unreasoa)hilc unlkss it is nWceSsary to) change those 
procedures t- supply nccessary inf,'rm-tion. USAID/India, however, 
agreed th-t it sh,)uld be p)ssibh! t, moJdify NDDB procedures t- facilitate 
future audits -of pro;ject activitii.n. 
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Recommendation No. 16 

The Director, USAID/India should require CLUSA/NDDB 
to maintain project records nnd supporting documents in a 
manner that will facilitate future audits. 
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II. CLUSA/NDDB OPG NO. AID-386-?144 

A. DISBURSEMENTS 

As of June 30, 1980 disbursements under the grant were $69, 015 from 
the total grant authorized of $374, 800. Against this, CLUSA reported 
$66, 053 in its report for June 1980. The difference of $2, 962 was 
because disbursements made by USAID/India for air tickets of two 
consultants in March and May 1980 were yet to be incorporated in the 
C"LUSA/W reports. We reviewed disbursements totaling $7, 008 for 
rupee expenditures for which supporting documents were available with 
CLUSA/India. Documents for dollar expenditures were stated to be 
with CLUSA/W and thus were not reviewed by us. 

Our review of the rupee expenditures disclosed that except f)r 
Rs. 2, 136, the expenditures were generally eligible. The exceptions 
comprised of excess per diem payments of Rs. 336 and unsupported 
lodging costs totaling Rs. 1, 801. Details of the expenditures were 
furnished separately to CLUSA. 

B. IMPLEMENTATION 

Three of the six OPG objectives were planned f3r completi3n by 
September 33, 1989. These were: (1) an NDDB team visit to the USA; 
(?) an operations research study; and (3) in-service training. Thus 
far, only the )perati)n rc.sca.rch study h7.s been undertaken. 

CLUSA's project pr:oposal envisioned the NDDB team's visit to the 
U.S. to.: beco)me familiar with U.S. coop-r-.tivo )perations and 
pr-.ctices; fin.klize requirements and nulificati,.ns for c onsult:nts; and 
discuss the pr.),ram with the CLUSA/WV-tdvisory c)mmittee members. 
Following this to)ur, the operations rescarch study was to be carried 
out with the help )f expatriate consultants. The study was to look into 
various problemc confronting the Lidian vcgoil sector and to suggest 
remedial mea.sures 7t the start )f the )ilsceds grow(ers c)oper-ative 
project 7.s well as t- set the initia l c- mploto development p-.ttern f)r 
the project. Completi,)n f the study is critical f.)r NDDB to frame 
project strategies -ind policies. 
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Unfortunately, the NDDB team's tour has not yet materialized but the 
.operations study was undertaken. The study report and recommendations 
have not been formalized so far although the project has been in operation 
for over one year. In addition, no in-service training for NDDB personnel 
in the U.S. has been provided. 

CLUSA commented that although the study report has not been formalized, 
its results are being used by NDDB. They stated that the NDDB team's 
study tour could not materialize as planned because of the timing of the 
arrival of the first oil shipment and the preoccupation of key personnel 
with the project at that time. Further delays have been caused by the 
need to resolve several issues in the oil seeds project. 

We believe USAID/India should review the impact of this implementation 
delay on the OPG activities, especinlly those relating to the team's study 

tour and the in-service training, to determine a future course of action. 

Recommendation No. 17 

The Director, USAID/India should require CLUSA to 
restore Rs. 336 to the grant and furnish documentation 
for the unsupported c sts of Rs. 1, 800. In addition, 
USAID/India should review the OPG project status and 
determine if any changes in approach are necessary 
because of delays in implementation. Any such changes, 
including a revised completion schedule, should be 
formalized thr-ugh an aomendment to the OPG. 

C. REPORTING 

CLUSA's compliance with the reporting requirement was generally 
satisfactory. However, we believe thpt future quarterly reports should 
delineate the effect implementation delays are having on the oilseed 
project -and present a revised completion schedule for the various 
.fiction Items. CLUSA agreed with this cnclt.sin. 
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III. CLUSA/NCDC OPG NO. AID-386-2127 

A. DISBURSEMENTS 

Disbursements from the grant total of $475, 200 were $248, 394 as of 
June 30, 1980. Of this, CLUSA/W expended $206, 982 and supporting 
documents were available in the U.S. and therefore not reviewed by us. 
The remaining $41,412 represented local costs for which documents were 
available at CLUSA/India. We selectively verified the expenditures and 
found them to be generally eligible; one exception was the payment of 
$433 (Rs. 3, 468) for R&R travel. This payment was ineligible because 
the technician left India before completing the required minimum stay of 
two years at post. CLUSA restored $289 (Rs. 2, 313) of that amount to 
the OPG and has advised that CLUSA/W has recovered the balance of 
$144 (Rs. 1, 155) and that it has been restored to the grant. 

B. IMPLEMENTATION 

1. Project Progress 

Progress towards achievement of project objectives has been slow and 
is behind schedule. Presently, it seems unlikely that the objectives 
will be achieved by August 1981, the expiry date of the OPG because the 
manuals have not been finalized and the training program has not been 
initiated. 

The OPG prvides funds for CLUSA's program t'o assist NCDC in im­
proving the management of cooperative :ilsed proccssing units by 
introducing modern management systems and the- training of personnel. 
According tj the logical framjw: rk, the project outputs envisaged under 
this OPG are: (a) publicatihn and distribution of at least ne set of all 
manuals and materials to each oper-tting unit; (b) the publishing of a 
training program and schcdule covering all concerned personnel of all 
uxisting units. A minimum of six profvssionAls were t) be well trained 
in the use and rAti'onale behind the management systems developed and 
capable o)f training othcrs and providing consulting services; (c) the 
completion of an initial training prodgram f.)r general managers. Not less 
than 35 of the general managcrs -)f the existing unit,, were tr. be trained; 
and (d) f-ormal emplhyment of systems c-onsultants and trainers by the 
central organization. 

- 46 ­



An operational plan was finalized by CLUSA and NCDC at the project's 

outset. According to the plan, the two OPG funded long-term U.S. 

experts, after a brief familiarization period with NCDC, were to visit 

a few oilseed cooperative processing units t- study their functions and 

problems. They were then to be attached to a particular unit where they 

were to work for f-ur or five months. Thereafter, they were t:) prepare 

the first draft of manuals and return to the plants to give trial to the 

systems developed before finalizing the manuals and prcp-ring the training 

materials. 111 these activities were planned for completion by the end of 

May 1980 to enable the experts to conduct the initial training program from 

June 1, 1980. 

The experts were scheduled to- ?.rrive in India in May 1979, but they 

actually arrived by February 1979. The procedures and manuals, 
however, have not been finalized or published so far. The experts did 

not prepare .).ny reports on the work done by them, nor was any other 
information available to show their actual efforts in relation to) the 

operati'nal plan requirements. Our analysis disclosed th.t one of the 

two experts (who has already departed post) spent only ?3 days at the 
plant sites during his stay of over 29 months on the assignment. Against 

this, the required minimum travel according to the project operational 
plan was 1?5 days comprising of -in initial '15 days to b'a1dy the problems 

and then 80 days t,. give full trial to the systems developed. However, 
in answer to our draft report, CLUSA clims the figures cited above 
were f)r budget development only and were never intended t-. be a 
target. 

The mid-point evaluation reprrt of another CLUSA consultont commented 
that the dep-rted expert's contribution w-.s restricted bec:.use; (a) his 
expertise w.s too specialized f-r pr-.ctical applicati-n in Indi.i. plants, 
(b) he could communicate c.oncepts better thr.ough his manual, and 
(c) he performed vury limited field travel. The report further stated 
that time would tc.ll whether the expert's manual wiuld bc used or 
understo)od by Indian counterparts or plant chemists, but the consultant 
wac not optimistic )n this sdore. Finally, the report concluded that if 
the m- nual is ever completed, the thcr expert will have t, write m-ost 
of it. 

Thus, the major project purposes h:.ve n.ot been realized as expected 

and it appeared unlikely that the manua.ls will be completed in the near 

future. NCDC told us during the ?udit that the manuals would bc finalized 
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and published by the end of December 1980. However, this had not 
been done at the time of finalization of this report in January 1981. 
NCDC later informed us that the manuals are now expected to be 
finalized by March 31, 1981. 

Because of the delay in finalization of the manual, the training 
materials and plans have not been developed and the training program 
has not been initiated, although this was scheduled to begin about 
June 1, 1980. We believe the lack of progress in the nreas covered 
by the OPG may also be due to CLUSA experts providing assistance in 
unscheduled areas such as the major soybean development program in 
M.P., as well as a number of mrinor arreas not directly related to 
management development. CLUSA, however, stated that the time 
spent on the soybean program was not very significant and they 
considered the pro)gram to be a legitimate part of the project. 

CLUSA did not agree with our c-nclusions and felt there is a reasn­
able chance of accomplishing the grant purposes. Thcy stated that 
delay in the OPG's execution was the major reason for the delay in 
implementation. Further, the OPG proposal give durations not dates, 
and if these durations re :.dded to the :'ugust 30, 1978 starting date, 
the mainual was due November 1, 1980. CLUSA felt that the pr-ject 
was a month aheAd, and not behind schedule. 

CLUSA also stated that the experts are .)nly writing th )sC secti)ns 
of the malnual which fill within their field -)f speciality. Acc,-rding 
to them, the departed expert compl(led his section and ensured that 
all counterparts were fully conversaint with it. They als- stated that 
the training proJgram is t be c)nducted by IndiaIn personncl and n)t the 
U.S. experts. CLUSA also felt that the U.S. experts' particip.tion, 
although dcsirable, is not essential :.r even nccessary. In addition, 
CLUSA hoped that as %practical w-)rking document, the manual would 
not be finalized fur a grcat ma-.ny yc.,ro, because if the pr,)jcct results 
are as intunded, the training pr )Ir.m and subsequent pla:nt oper'tions 
and new developments will result in a nearly c-.ntinu)us pr-)cess )f 
additi ms to- the mainual. 

We d-) not accept CLUSA's expl-.nati)ns. The pro)jtect is clua.rly behind 
schedule in relation: to.- cstablishcd targets. The OPG ,xecuti.n may 
have been dcl°iyed, but the expcrts actually aIrrivcd in India several 
m-nths before the d.te cstim,7ted in the OPG. Further, p-ge 21 of the 
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project proposal dated February 10, 1978 (which was incorporated in
 
the OPG by reference) states th:t the initial months of the training
 
program will be conducted by the advisors and the counterparts.
 

The manual development may be a continuing process, but it does n.t
 
mean that the manuil would continue t. be in an incomplete stage fi r
 
"a great many years. " As at-tted above, the manual has not been
 
finalized and according to current estimates, will not be completed for 
several months. 

USAID/India stated that closer monitoring by CLUSA may have brought 
out the weaknesses of one -f the experts and earlier corrective acti.:n 
might have been possible. USAID viewc the recent CLUSA evaluation 
of the OPG as - valuable tool to examino OPG activities. 

Recommcndati-)n No. 18 

The Director, U3AID/Indin. sh.Duld, in conjunction with 
CLUS/,, review pr'.ject progress and catablish a future 
course of actioin necessary to ensure completin Df the 
various project elements in accordance with the lbgical 
fr-.mw~rl t-rgets. USID/India should aiso) obtain a 
revisces w)rk pl-in for the remainder of the OPG peri-d 
and inco-rp r te it in the OPG through f.)rmal amendment 
-f the :'grcment. 

2. Indian To'am's Visit t. the U.S. 

Four NCDC pr.fLstio-nAs visits':' th(., U.S. during September 1978 f,-)r 
famili'riz.:Ati-n ,nd in-sc rvicc tra.ining. ThL: visit wns -f a much 
shorter duratiam tha.t th.t .brvisa-,c bc:,usc -f NCDC internal require­
ments. ,-,cc:)rdingly, 1-n 'uditimnal visit w-s t - be: cchedulcd but this 
is currcntly vw!y uncortin bec-use the GOI has refused pi.ermissijn fir 
the trip. Further, th,: tor.m' visit t: the U.S. wa t- fa.miliarize them 
with current U.S. c-)prativc pr-ctic'V ind systems in iis( and t.) 
j intly Jtc i mine :spccific syst%,ms that c )ul2. bze a.d )ttc' t-) pla.nt 
situ-ti-ons in Lm-!i. NCDC ,offici:ost,td that since th,. duratin w.s 
cut sh ;,rt, they coul,-, n )t iH,!itify any -y tns fo)r <fl pti'n in India 
except thc pr iducti ,n i-f vog,.i-b)lk pr .t -in fr'rni-ybean,. CLUSi, 
agreed that the- ttorn's visit wa,; I!-t -'f; keffective -.' , the in­desired -nd 
service tr.aining apct Ws mininil. 



Three of the four NCDC participants are still with NCDC and are 
associated with the project. The fourth person retired early in 1979, 
but is reported to be occasionally available for consultation. CLUSA 
explained that this person was chosen because he was expected to become 
the Managing Director of Nation-al Associatioin of Cooperative Oilseed 
Processors (NACOP). It was hoped that NACOP would be formed early 
during the project and take over as the implementing agency from NCDC. 
This, however, has not materialized. 

3. Contributions to the Project 

In addition to the AID grant of $475, 200, the grant agreement stated that 
the following other inputs would be provided for the project: 

CLUSA $233,000 
NCDC 149,000 
Cooperatives 118, 000 
GOI 15, 200 

Information about what specific inputs had actually been provided to 
date was not available. The CLUSA evaluation consultant's report 
stated generally that NCDC has met its resource contribution and had 
provided counterparts to work with the experts, although not on a 
full-time or continuous basis. 

CLUSA stated that since the program is not yet completed, and condi­
tions are changing, it is difficult to come up with meaningful figures at 
this point. We, however, feel their inputs are important for the 
project's success and CLUSA should have this information available. 
USAID/India agr,.ed that it should be completed at an early date and 
stated the matter will be pursue d with CLUSA. 

C. EVALUATION 

The OPG required that CLUSA undertake, jrintly with NCDC and AID, 
an interim evaluation of the pr-)jcct at the end )f 18 months (February 
1980). This was later postpond till September 1980. CLUSA con­
ducted the evaluation in Septcmbcr 1980 but the evaluation was not a 
joint USAID/CLUSA effort. 
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An August 1980 cable from USAID stated that it was .Ftware informally 

that significant modifications h.a:ve occurret-I in the implementation plan, 

and that the implications of these modifications should be evaluated. 

outlining the modifications inThe cable further stated th7t CLUSX is 
a basis for comparison of thereport t7 USAID. The report should give 

onstated objectives of the OPG and how the modifications have impacted 

project progress to date and their future effect. This report has not 

been prepared thus fnr but CLUSA h,)ped t-o complete it soon. Further, 

a joint evaluation of all CLUSA programs is scheduled for March 1981 

thus we see no need for a recommendation at this time. 
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IV. CLUSA PROGRAMSUPPORFT OPG NO AIr -386-Z1 35 

A. EISBURSEMENTS 

This OPG piovides total funding of $203, 600 for CLUSA. India's local 
support costs through Eecembei 31, 1981. Lisbursements totaling 
$67, 784 (Rs.542,,272) L were made as of June 30, 1980. Our selective 
review disclosed that except for Rs 5, 075 the costs were eligible tinder 
the OPG terms or deterrminations made by the Contracting Officer for 
similar costs in a preceeding grant. The exceptions cotrprised of 
questionable costs totaling Rs, 4. 275 and an unsupported cost of Rs. 1,400. 
Eetails are furnished in Exhibit. C. 

Recommendation No. j9 

The Eirector, USAIL /India should review the questioned 
and unsupported costs totaling Rs. 5,675 and recover any 
awrounLs deterrined to be ineligible for grant financing. 

B I1,/PLEh',:ENTA T ION 

The purpose of this grant is to provide financial support for CLUSA'. 
New Eelhi office in continuing its long-stan.din Z prograr, development 
and backstoppini activities for tte strengthening of the Indian coopeiative 
sector 

The CPG's goals atr,- very bioad and .e n etal, hm-nce we cannot comrnment 
on the prograrr Is achievemrn;:s. CLUSA's periodic repo:1oF sbow that 
var ious activities had been undei taken a.d that backrtopping assistance 
was provided under t',.e OPG. 

V USAIE'IN.IA 1v'ONITORING 

USAIE India's moritorini of the entite Cl-,US,A prograr was; inadequate 
in the initial sta,..., and until ahou: June 19(0. Since then, USAII.ilndia 
has been very intensely monitoi inrj the p,:ograrr, esp,-cially t," Oiseeds 
Growers Coopcrativcs Projecl:_ and has addiessed sev, ral of th., key 
problem',s confronting th,.: piograr. 

V Conversion Rate R -, 8 
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initial stages were very limited.USAIM's monitoring efforts during the 

Several of the problems reported in our audit report could have been 

but &hedifficulties continued becauseaddressed and resolvad earlier, 

of USAiWs initial lack of involverr., nt in project activities. For example, 

the IM/fission was aware of CLUSA/N-EB's violation of the TA requirerent 

in the Special Account Yet,regarding deposits of oil sales proceeds 

the y did not effectively address this matter until June 1980. Other 

violations of the TA provisions, such as the lack of teporting on losses 

and darages and CLUSA's failuie to provide internal audit reports also 

rernained uncorrected because of ineffective monitoring. 

USAiE's file.,, after about 26 rronth of operations of the Oilseed' Growers
 
were
Project, contained only three trip repoits. All theol.' reports 


in were
descriptive rath;er than evaluative and, our opinion, of limited 

value for monitoring purposes. The IMVarch 1980 report described NLI B's 

its milt, progra,-, and results of meetin,-s with ground­activities, mainly 
nuf farmers of one or two villages. Ri did not cornient o thet progress 

of th. projeci'. The June and July 1980 reports di.s:cussed several project 

the lack of pi-ogiessrelated rr-itters but again ,-id not comment on or 

.uggest corrective action on sorf e known issues. Foi examrple, the June
 
the couit.
1980 report stated th:.it "NV.i1 has so far paid Ps. 80 lakhs to 

!'.ost of that has con0e from sinkig fund,/woikina capital of NEUB - OVOW
 

fund. ,inkil, fund is pi ir.-arilv n-eant for buying and sellin, buffer stock. "
 

Iowever, the report did not sate USAIL's position on the sinking fund or
 

on the acquisition of procc,:rinf plants of questionable econorric viability. 

case USAIL/The same lirrited i--tonitoring was :lso hiue in the of the OPGO 


India's evaluation sche:lule for 1,-' 1986 hwed that rid.-tern-r evaluations
 

ZZ7 a,,d 2135) in Lecember 1979
were planned for two of the OPGs (Nos. 


and January 1980 '.Chese were however, no' conducted .;.s i! was latei
 

.3;.,reedwith CLUSA tbat the evaluations should be made durin,, th overall
 
fot 3epter,-ber 1980. Even this
evaluation of all CIUSA proiects scheduled 


later evaluation was not r;-ade as planned.
 

US!,IF. Ir,dia's r,:onitorir,:z of the CLUSA p,o-i arr. has substantially inmproved 

in better project rranagcment inrecently and we believe this should resull 


the future, Further, an ovei all evwduation of the CLUSA progr.Ir. is now
 

scheduled fot I :a!ch 1981 
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EXHIBIT A 
Page I of.?, 

CLUSA/NDDB VEGOIL PROJECT. TA NO. 9647 
COMPARISON OF ORIGINAL AND REVISED PROJECT BUDGET 

(In Million Rupees) 

Original Revised 
Budget Budget Difference 

Rs. Rs. Rs. 

INCOME 

1. 	 Funds generation from PL 483 880.39 1, 36. 99 '80. 93 
Title II Oil (163, 9) MT) 

2. 	 Funds generation from other 
donors oil (90, 99 MT original 495. 39 28).53 (214.5-)) 
Revised 33, 99) MT) 

3. 	 Other income (interest, profit, 
repayment of loans, member 
contribution) 429. ?9 636.8) 297.51 

Total Funds Rs. 1, 804.29 2, ?77.30 473.01 

EXPENDITURES 

Orig]inal Line Items: 

1. 	 Processing Facilities 596. 70 919.33 303.33 
7. 	 Operation Research and Continuing 

Information System 18.50 ?0.9J 1.53 
3. 	 Market Research and Testing ??. 95 z5. K)) ?. 95 
4. 	 Oilseed Production and Enhancement 

Pr :)ram 6?.1. 9) 630.33 6.99 
5. 	 Product and Process Development 11. 10 1?Z. )99 .19 
6. 	 Manpower Development 30.09 33.99 3. )­
7. 	 Management and Project 

Implementation 13?. 87 1?0. 9 1 . 13 
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EXHIBIT A 
Page 2 	of ? 

Original Revised Difference 

8. 	 Revolving Fund (Amount
 
available to be determined) ­

9. Share Capital to Federation -	 83.03 83.09 
13. Procurement Support -	 210.33 ?13.) )
11. Co-operative Development -	 3.33 3.30 
1M. Mvianagement Training -	 3.1) 3. 93 
13. Operational Losses* - 50.90 50.00 

Total .xpenditures R%, 1 406. 72 ,2,a989.0) 682.28 

* USAID approval of this line item deferred until further review in March. 



EXHIBIT B 
Page I of 3 

CLUSA/NDDB VEGOIL PROJECT, TA NO. 9647 
QUESTIONABLE EXPENDITURES CUT OF PROJECT ACCOUNT 

AS OF 6/30/80 

Amount 	 Note No. 

Investment in Redeer:nable Share 
Capital of Federations R. 11,030, 910 1 

Grant to Gujarat Oilseeds Growers 
Cooperative Federation (GOGCF) Z67,344 2 

Sinking Fund 	 1?, 815,892. 3 

Preproject Expenditure (excluding salary 
of NDDB staff deputed to BVP -
Rs. 47, 305 and advertisement expendi­
tures for BVP products Rs. 55, 261) 689, 158 "4 

Advertisement Expenditure for the BVP 
Product "?rabhat" ..57, 13 5 

Salary of YDDB Staff Deputed to BVP 186, 425 	 6 

TOTAL, CUESTIONABLE EXPENDITURES Rs. 25, ?. 11, 232 

Explanatory Notes 

1. 	 There is no provision for investment of project funds in the redeemable 
share capital of ctate federatirns. OVOW ex:plained that this invevtment 
was made out of funds earmarked for project monitoring costs, to make 
the federation fina.ncially vi-ible in the initial years. OVCW further 
explained that these .:harec are redeemable and funds will become availa­
ble for project use in sublequent years. 

CLUSA stated that in a project .)f this magnitude and scope, it is impo­
ssible to predict the exact itema of expenditure. CLUSA felt that this 
expenditure was neco.;sry for the development and establishment of 
the project, and it is therefore all)wable. 
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EXHIBIT B 
Page 2 of 3 

OVOW's and CLUSA's explanations do not alter the fact that neither 
the TA or the operational plan provide specifically for such invest­
ments. 

7. 	This represents the cost of vehicles granted to the Gujarat Federa­
tion under Action Item No. 4, "Oilseed Production and Enhancement 
Programme". Appendix B, Supplement 1, attached to the CLUSA 
"Multi Year Operational Plan" provides for grants to village co­
operatives under Action Item No. 4 but not to state federations. 

OVOW stated that the vehicles were initially purchased by NDDB 
and 	subsequently given to the Federation. These vehicles are used 
by the mobile teams in organization of the village cooperatives and 
for carrying out extension work at the village cooperative level. 
CVOW and CLUSA felt that the expenditure was justified. Although
there is merit in this explanation, we feel that it is necessary to 
clarify whether such grants to federations are allowable. 

3. 	 This amount represents operating losses of BVP as of March 31, 1989 
which OVCW reimbursed to NDDB out of the project funds. The amount 
includes Rs. 1,462,300 paid as management fees to NDDB for the BVP 
plant. NDDB acquired the interim management rights of BVP, which 
is under liquidation, in December 1977 on a lease basis. The 	Gujarat
High Court has since extended the term of the lease from time to time 
but a final court decision on BVP is still awaited. The total charge is 
ineligible for project financing since there is no provision for such 
underwriting of corporate losses in the project documents, nor is it 
an objective for which Title II resources were provided for theDpr.ject. 

CLUSA felt that o:ur statement about the TA not providing for a Sinking
Fund is not entirely accurate. The NDDB/CLUSA agreement, which 
is incorpor.ted by reference in the TA, states that the project will be 
generally in acc- rd.nce with NDEB's proposal to the GOI. The NDDO 
propos-al did provide f.r J Sinking fund. CLUSA further referred to­
the 	TA statem, nt thait project fund- will be used to underwrite the 
investment expense detailed in Supplement 1,Appendix B, of the 
operational plan, and devcLpment ind establishrnent of the project as 
described in the operattion.l plan and tho pro gram approval request.
CLUSA, therefore, felt that such u,.ge of project funds was necessary 
and approved by the TA. 
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EXHIBIT B 
I age 3 of 3 

We do not agree with CLUSA as the purpose of the Sinking Fund, as 
stated in the NDDB proposal to the GOI, was to protect the oilseed 
growers and cooperatives against losses caused by lower yields and 
prices. It was not for meeting the operating losses of plants managed 
by NDDB. Moreover, we also question the underwriting of operating 
losses from the standpoint of prudent investment of project funds. In 
addition, CLUSA/NDDB has failed to provide any reasonable basis for 
project involvement with bankrupt organizations and there is no clear 
indication that the litigation will be solved in the near future. 

4, 	 According to available information, only those preproject costs that 
were specifically approved by USAID were to be reimbursed from the 
Special Account. No such USAID approval was available for the costs 
totaling Rs. 689, 158 reimbursed from the Project Account todate. We 
found that CIJUSA, in its letter -ated July 6, 1978, informed NDDB 
that USAID's written approval for preproject costs had been received. 
lowever, we noted that USAID had not provided any such approvl but 
had stated that such costs could not be approved un il all project 
approvals had been processed. 

CLUSA felt that USAID had agreed in principle to the preproject cDsts 
and since all project approvals were eventually obtained, that it was 
evident preproject costs were acceptable to USAID. However, since 
USAID has not specifically approved the costs, they are not eligible 
for project financing. 

5. 	 These costs were incurred for promoting a product of BVP and are 
questionable since BVP is not a cooperatively-owned business eligible 
for project assistance. 

CLUSA stated th.t the opurational plan provides for existing processing 
facilities to be acquired initially by NDDB and that it does not state 
that such facilities will be immediately cooperr.tively-owned businesses. 
We, howevor, believe that these advertisement costs are directly 
linked with the overall question regarding the BVP plant and that their 
eligibility for project financing will have to be determined in relation 
to the eligibility of thu averall plant acquisition. 

6. 	 CVOW stated th-.t th., NDDB ,;t,7ff w.s transferred for project related 

training at BVP, but they did not -,how us any supporting evidence, 
such as transfer orders describing the nature of training' and its 
specific relationship t) the project. 
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EXHIBIT C 
-_Pag 1 of z 

CLUSA1NEEB VEGOIL P.OJECT, TA NO. 9647 

DETAILS OF 'eUESTIONABLE CLUSA lv.ONITORING COSTS 
AS OF JINE 30, l9'8'O 

OUESTIONEr COSTS 

1. The following amounts were spent for the purchase and installation 

of 2 coolers at Mi. John Wingard'; residence. The coolers were 

in addition to the four air-conditioners already installed at his 

house in accoidance with his contract. The additional cost for 

the coolers is questionable. 

Coolers Rs. 7,440 
Pipe 175 

7,615 

CLUSA stated that the contract provides for air­

conditioners and other household items. as may be 
required. There is no specifited iun'ber or limi­

tation on o!:hur household items. C.USA further 
stated tha!: ilhe coolers were made necessary b-, 

,governrrent restrictions on the use of air-conditioners 
for non-diploratic personnel and were desirable to 

reduce electrici;:y consurr.plion. Nonetheless, since 
the coolers are in addition to the air-.conditione ;.. 

and there is no specific prov ision therefore, we 
feel USA IE.'India should rule on their eligibility R s. 7, 615 

An amount of ts 2.57 was charged Lo office expenses 

for invitaLion caids in October 1979 In essence the 
card,; are ,ioi lal ent,.'vtai rn ...!tinvitations to the 

re,tdence of N"r. Jolhn Win ard which is usually consi­

dred a personal uxpunse. CLUSA ,.'Laledthe cards 
were pt inted for funictions held in connection with ihe 

project a-,d are in accordarce widi NEE:B practice 

foi tt--cir key officials. VIC, how,'VC I, could 1ot find 

any direct relationship with tlhe project and] are there­

foie( ietaininu. it as a .i.uc tioned cost. Z57 
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EXHIBIT C 
" Page of 2 

3. As of June 30, 1980 a total of Rs. 8,065 had been paid 
as salaries to the drivers of the project car and the 
personal car of Mr. John Wingard. Mr. Wingards 
employment contract does not provide for a personal 
driver, therefore the proportionate cost of the 
personal driver is not allowable. CLUSA stated 
that the driver of the personal car assigned by NEE.B 
was hired in accordance with NE:'LBs regulation 
M.oreover, under his contract, Mlr. Wingard is 
required to meet petrol and servicing costs only 
and the rest of the expenses are to be borne by 
NEEB since the cal is their property. 3,223 

Total ,uestioned Costs Rs.11, 095 

UNSUPPORTED COST 

4. 	 A cash paycn; to Indian Telephones of Rs. 1, 400, 
included tn Rs.], 592., foi installation of telephone 
equipment was not supported with an invoice or receipt. 
CLUSA has requested a confir:-r.a ion of the charge 
but it h;-.z not been received thus far. 1,400 

Total Unsupported Cost Rs.1, 400 



EXHIBIT D
 

CLUSA PROGRA.M SUPPORT OPG, NO. AID-386-7135 

DETAILS OF CUESTIONABLE COSTS 

CUESTIONED COSTS 

1. 	 Represents Christmas and New Year's tips paid to 
postman, which are not allowable costs. Rs. 375 

2. 	 Costs paid for the installation and repair of air­
conditioners installed at the NCDC consultants'
 
residences are not allowable. Charging of these
 
costs to this OPG is not proper as they should
 
have been funded from the related NCDC GPG,
 

CLUSA stated that there is no provision for such
 
costs in the NCDC CPG budget, hence they were
 
charged to this OPG. However, we noted that
 
the NCDC OPG provides funds for the payment of 
quarters allowances (rent and utilities) as well as 
for household appliances. USAID/India agreed that 
these costs should be tra.nsferred. 3,900 

Total Cuestionable Costs 	 Rs. 4.275 

UNSUPPORTED COST 

3. 	 Represents a cash payment to Indian Telephones
 
for which n3 supporting document was available.
 
CLUSA h s asked the company for copies of the
 
bill and receipt, but these have not been received
 
thus far.
 

Total Unsupported Cost 	 Rs. .IL A19 
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EXHIBIT E 
E_ of_5 

LIST OF RECOMV- ENEATIONS 

Reconendatioi No. I 

The Assistant Adtini.trator/Asia should delay approval of 

further project comrmodit:y call-forwards or ma-jor project 

imipending project evaluation isbud'getaiy chanf.e" until the 

corripleted. (USAIr Ildia official , have not agreed with this 

ctated recornmerdationrecor.mendation. They that their to 

All- !W was based upor detaile. -nd careful consideration 
project rquired additionalwhere they determined that the 

oil to (a' cnerate .ufficient cash iesoulces to continue pro­

ject activities and (b support the NEtB;'Federati.ons' rcaiketing 

network which requires a con-tinuous supply of oil. They also 

felt that th'2 revi!,.d budget itsr should be approved to encure 

that project piogress is not obstructed duriog the interim 

period when the project is underg;oing evaluation. 

Recommendation No 2 

The 1-irector, USAIE'India should require CLUSA to furnish 

within 36 days of the iscuance of this report, the ORG report 

an1d the economic feasibility rcpoi L on the BVP plant. 20 

Re orr endation. No. 3 

The Eirectoi , USAIL /India cshoulzi ro"quiie tLle project evalu­

ation L.ea.. to - cview cuirent project contraints ircluditngs a 

review of the viability of thoe two processin:.; plancs acquired 

to date and NI.EB's -r-ai ket interven':ion pro'gtal,. The team 

should also review wliether or not the other oil inputs, th'! 

land for -listrict, fat n-s and ary,-onoric cCnteirS, and GCI 

approval. for new grouadnuti facilities will b 
lack of Che.provi-ted as envisaged a d if ziot, the ir-.pact the 

resoui cs will have on pr,.iec Uviability US, [E, India should 

take ap. opria .e acl-ion -,ardin, :.he p,ojcct's futire, ba,n.ed 

or the evalu.ttion tear,-,', findititr,,:. U11jh 11 has inlicated th It 

rlost of !-he abLove itei-s a'e included in the- pt oposed evalua.­

tion scope and l1bit tb.yV will cnsie t-h-ii adequate attention is 

,given by the evaluatior eta, to any of th~e above item,: not 
20rpecifically include, in d.c ,scopr. 



LIST ?c,' RECOh1.'fENEATIONS 

Pecomrr:endaLion No. 4 

The iirector, USAI''India should schedule a review of 

project records to dotoimrinc that all project fund &enera.­

in fac'L been properlytions as of Noveimber 30, 1980, bvc 

In addition, USAIWjIndi a should icquireaccounted for 
?3. '.21, C77 be depositedthat fund geerat'orz to'kal.n.-.o Fs 

a 7epoi t evidencingin the Special Account, and ob:.ain 
75 

that 'no tr.nrfejr have been made. 

5ecornmendation No. 

should taka neces-vary actionThe Tirc-ctor, USAIE India 
the inGstitutio of the secondto arnotic the TA to reflect 


procedures. to be

Speci-al Account and to cl-ii ify the 

in Lhe two
followed for deposiin ' all oil salez proceeds 

pecific written procedurec- Alould be
Speciil Accounts. 

ated prorrptly1;': all funds ger.e aredevelop:2d o cecur, 


deposi.ed in a rr anner .cceptabl,. co AlE. 26
 

Rccorri..endaton No k:
 

obtairn corrple te detailsUSAIF shouldThe £ irectoi , Indii 

NI. ' F on thu application of all funds generated
fior: GLUSA 

sale of Title II oil since inception througho • 

fror' cb.-

Thi," data should include all funds
November 30. 19 -. 

:y NE LB or deposited,e were hAdie gardlcs.s of whe ther 


to pioiecL acco-aints -cUc" ,:iet.il[ si'oule1 lis all ",1 i0 Vr t
 

out of the total oil ,:ale procuec', and th,.

rerit made 
in-eresi ei tnir',;' the icon. JJAIL ; India -hould ve rify that
 

ea1 ned o,- these yc e:, s is depos'itcd
all intcrc-e'; to da;e 
rcouiic lhis

in the "pecial Account. Yuitlier USAIL should 


w~tlin 30 day!- of the is,;uance of tbis
action to be cor,-pletdcl 
29 

r eport 
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LIST OF RECO .ENI ATIONS 

P:ecornm.endation No 7 

,anup to dateThe I hector, USAIE 'India should obtain 

accoun'Ling for containci receipts and e -equire 

NE XE "CL.USA to ertablish piocedui es for accountability 

and deposi.t of container cales proc-Ledr, ani renuire that 

current and future container fund generationc are depo,-ited 

in accordance with such procedures. 

Recorr--n rdaion No. B. 

The Eirecto,, USAI ' India chould iecouire CUSAiNir 
prejectto coriect the unauthbrized withdawals from 

by either having the funds restored to the Specialaccounts 
,-


Account, or by appioving th fund witbdrawals for use in 

future project activities based upon CVOW renuerts pre­

pared i.,the iequireJd format 

P.ecorr-e.elat-ion No. 9 

The irec or, US1 If.'Indit should ieouire CLUSA to 

estIablich control piocedure ovei -e project Special 

Accountc that wdll effectively peveii unauthorized with­

drawals of funds in ti,- future. 

Pecor -" endation No. 10 

-. propriety ofThe Lirec'.or, USAIL Tndia houl-A revi ew the 

totaling :r'.r I .S. .illion
the ouecLioned disbu r erts 

Ps ....C'..-illio- plu' 40 -..rillion' ar.c re:-uire re,:tai a­

tior, to the Special Accoan:: of disbuoerr .ent iul-.d to be 

ireligibl foi project financin'. Further, USAI I India should 

a;i,.! d the TA to i,!ciuic.i pi ini AE approval for any rcajor 

uCes of project fund,; tloat aie not sp,,cifically provided for 

under the TA. 
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EXHIBIT E 
Pase 4of 5 

LIST OF RECOMI.ENEATIONS 
Pae No. 

Recommendation No. lI 

The Eirector, USAID 'India should require that survey 

charges paid from project funds be accounted for as 

Accounts Receivable from CCC and ensure that such 

expenditures are not reflected in project costs. USAIEi 

India should also obtain a report on survey charges 
reimbursementsincurred from project funds and CCC 

received to date and verify that appropriate adjustments 
36have been made in project records. 

Recommendation No. 12 

The Director, USAIE,/India should review the questioned 

and unsupported costs and require fund restoration to the 

project of any costs found to be ineligible. 37 

Recommendation No. 13 

The Director, USAID/India should, in conjunction with 
use ofCLUSA/Nr-EB, establish procedures for the deposit and 

real ized from project loan reflows and interestproceeds 
37thereon 

Recommendation No. 14 

The Director, USAIE/India should requie CLUSA to correct 

the above noted discrepancies in thetr next semiannual report 

on the Special Account and to submit the semiannual comrodity 

accountability reports as reauired bvr the TA. 39 

Recommendation No. 15 

The rirector, USAIL" Ihndia should require CLUSA to 

furnish a ietailed report on all inland losses and damages 
any dat-aged commo­of commodities to date including hiow 


insurance claims filed, recoveries
dities were disposed of, 

and the disposit:on of funds --calied from such claim,­
40
and from tbansport and warebouse contraclois. 
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EXPIBIT Z 
Fa. 5of 5 

LIST OF R COMMEN ATIONS 

Recommendation No. 16 

The Eirector, USAIE'India should require CLUSAiNLEB 

to maintain project records and supporting documents in a 
43manner tha will facilitate future audits 

Recommendation No. 17 

The lirector, USAIW/India should require CLUSA to 

restore Rs. 336 to the grant and furnish documentation 

for the unsupported costs of Rs. 1,800. In addition, 
andUSAIE'India should review the OPG project status 

deterrmine if any changes in approach are necessary 

because of delays in inmplernentation Any such changes, 

including a revived completion schedule, should be 
45formalized. through an amendrcent to the OPG. 

Recommendation No 1 

The Eirector, USAIE'India 3hould, in conjunction with 

CLUSA, review projecc progress and establi)sh a future 

course of action neces,,;ary to ensure completion of the 

variour, pro.i.ect eletr..2nks in accordance with the logical 

USAI1i fndia should also obtain aframework target.s. 
revised wor-k plan foi the ierainder of tihe OPG period 

and incorporate it in the OPG through formal arnendrnmnt 
49of the agreenent. 

.,ecornmendatior No. 19 

The t irectoi, USAI!r,'Ihnlia chould review the questioned 

and unsupported costs totaling Ps. 5,675 and recover any 

amounts deternT ined to be ineligible for grant fitancing. 52 
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LIST OF REPORT RECIPIENTS 

USAID/India 

5Director 


AID/W 

Deputy Administrat- r (DA/AID) I 

Bureau For Asia 

Assistant Administrator (AA/ASIA) 5 
Office -)f Bangladesh and India Affairs (ASIA/BI) 1 
Audit Liaison Officer 1 

Bureau for Private and Development Cooperatian 

Office of Food For Peace (PDC/FFP) 2 

Office -)f Private and Voluntary Cooperation (PDC/PVC) 5 

Bureau For Development Support 

Office -f Development Information and Utilization (DS/DIU) 4 

Bureau For Program and Policy Coordination 

Office of Evaluation (PPC/E) I 

Office of Legislative I.ffairs (AA/LEG) 1 

Office of Gcneral Counsel (GC) I 

Office -f Fina.ncial Management (FM) 1 

IDCA Legislative ?nd Public Affairs Office 1 

Office of Inspectbr General: 

Inspector General (IG) I 
Assistant Inspector General for Investigations and 

Inspections (AIG/II) I 
Communic:iti-)ns and Records Office (IG/EMS/C&R) ]z 
Policy, Pl"ns and Programs (IG/PPP) I 

Regional Inspectror General f"'.r Audit­

RIG/A/Vf 1 
RIG/A/N.irobi I 
RIG/A/ Manil I 
RIG/A/Cir ) 1 
R IG/ A / Pn2-nma I 

OTHER
 

General Acco)unting Office (GAO/W) I 
New Delhi Residency 3 
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