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* Not all the objectives of the Rural Educa-
tion Sector Program were achieved. The short-
falls were primarily due to weaknessess in
management and monitoring procedures of USAID-
Jamaica.

The overall goal of this $20.3 nillion
project was to improve opportunities and
quality of life in rural Jamaica by providing
resources and inputs through five different
education system camponents. After Dbeing
active seven years, this program was allowed
to expire on June 30, 1982.

Although some positive project achievements
were evident, several problem areas were noted
in our review and are discussed in this report:
unauthorized program changes, construction and
maintenance deficiencies, accounting and sup-
port for funds and expenditures, procurement
of ineligible commodities, accounting for
conmodities, and others. Some are repeat find-
ings because audit recommendations were not
implenented. This failure was due to the
broader problem related to the waakness in
management and monitoring procedures.

The report includes 14 recommendations.
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RURAL EDUCATION SECTOR PROGRAM
Project No. 532-0009
Loan No. 532-V-009
USAID/JAMAICA

EXECUTIVE SUMMARY

This is a report covering our review of the Rural Education Sector Pro-
gram (Project No. 532-0009) which was implemented by A.I.D in Jamaica. The
project cost an estimated $20.3 million; AID and the Government of Jamaica
(GOJ) financed equal amounts. The broad goal of the project was to improve
opportunities and quality of life in rural Jamaica by providing resources
and inputs, through five different education system components, in order to
ipgrade formal and non-formal education in the rural areas of Jamaica.

This was the second and final audit of the project and was made to eval-
uate program results and detemine if the project had been carried out in
the most effective, efficient, and economical manner. In brief, the conclu-
sions of our audit were the following:

(a) Our examination showed a mixed picture of the accamplishments
versus goals of this project. Positive accomplishments were
evident and will help towards the broader goals of the program.
However, AlID-provided resources wvere used for purposes outside
the scope of the project, without aniending the Project Author-
ization. Changes which alter the description of the project
require such an amendment. The project changes included: (a)
the conversion of the Passley Girdens Secondary Agricultural
School into an Agricultural College; (b) the reprogramming of
over $900,000 to repair schools that were damaged by a severe
flood in 1979; and (c) a 50 percent reduction in technical
assistance. The result of the changes was that not all of the
ob.;'c)ectives of the project were achieved (pages 4, 9, 10, and
12)).

(b) Certain parts of the project could have been implemented in a
more efficient and economical manner. Hoawever, USAID/Janaica
received inaccurate advise and did not manage or monitor this
project in the nost effective manner. This represents a pat-
terned type of problem with USAID/Jamaica. USAID/Jamaica needs
to reexamine its procedures for nonitoring and managing the AID
assisted activities and to improve its internal controls of
these areas as prescribed in the "Federal Manager's Financial
wntegrity Act of 1982" (page 4).

(c) As stated previously, USAID/Jamaica did not monitor this
program in an adequate manner. Recommendations made by us in a
prior audit report wvere not implemented. As a result, almost
identical findings were noted in this report (page 14).
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(d) About $919,539 in project funds were diverted to provide emer-
gency repairs to schools damaged by a severe flood in Western
Jamaica. Controls and monitoring were inadequate. As a result,
AID paid for urnecessary, substandard, and incomplete work
(pages 16 and 20).

(d) Maintenance of completed buildings continue to be be a major
problem. Our visits showed numerous examples of different
types of problems. The reason is that the GOJ is not providing
sufficient funding for maintenance and security (page 23).

(e) Procedures to control sub-obligations and to process reimburse-
ment requests from the GOJ need reexamination: (a) the tission
was accepting copies, rather <than originals, as supporting
documentation; (b) 38 percent of reimbursed costs examined by
us lacked adequate support; and (c) the Mission was not reviewv-
ing records maintained by the GOJ in support of expenditures.
In addition, USAID/Jamaica will need to deobligate over %700,000
of funds which were no longer valid obligations at the time tie
project expired. Also, the GOJ needs to make a financial audit
of this project, as required by the Loan Agreement (pages 25,
26 and 27).

(f}) Three types of problems were found in the area of counterpart
fund contributions of the GOJ: reports were not being received,
currency devaluations were not being taken into account, and
shifting between components were being made by the GOJ without
consultation with USAID/Jamaica (page 28).

(g) Management of commodi*y procurement ana distribution under the
project was not satisfactory. As a result, neithe» the GOJ nor
USAID/Jamaica was able to determine how much of $2.7 million
worth of cammodities had been received and utilized (page 29).

(n) Without the prior approval of the AA/LAC, USAID/Jamaica author-
ized the procurement of $282,867 of ineligible comnodities
(pianos, kitchen, needlework, etc.). A retroactive ratification
for all ineligible comiodity procurements has now been made.
Nevertheless, there is a need to avoid the recurrence of sinilar
problems in the future and to clarify the appropiate AID Hand-
books (page 34).

(i) Much of the construction work and most of the project cawmodi-
i1es were not properly marked with AID emblems (page 36).

The draft report was reviewed by USAID/Jamaica and the Burcau of Latin

America and the Caribbean. Their comments were taken into account in final-
1zing this report. The report contains 14 reconmendations.
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BACKGROUND AND SCOPE

Background

In 1973, representatives from the Government of Jamaica, the World
Bank, AID, and the Canadian International Development Agency made a sector
assessment of the Jamaican Education System. The team included specialists
from agro-education and general education disciplines. The study identified
a series of problems with the education system and recommended actions to
alleviate or correct them. They included:

- A need for physical improvement and expansion of the system.
- A shortage of trained teachers and professionals.
- A need for a relevant curriculum development program.

- The lack of appropriate pre-professional vocational programs geared
tou the needs of youth, the community, and the economy.

- A lack of adequate management, planning information system capa-
bility, and a program of inspection and supervision at the Ministry
of Education. '

- The lack of adequate research, experimentation, evaluation and
feedback for system improvement;

- A need for 1 program of continuing education including coamunity
involvanent, and support for the educational process.

The design of Jamaican Rural Edication Sector Program wias based on this
sector assessment and addressed a numoer of the problems.

A $9.1 million loan was authorized on June 28, 1974 and wis signed by
the Government of Jamaica on Ncvember 13, 1975. On Novemha: 25, 1977, the
loan amount was increased to $11.2 million because inflationary pressures
had increased start-up costs between the tine of authorization and loan
signature.

The purpose of the project was to upgrade formal and non-fumal educa-
tion relevant Lo rural living and employment; to provide facilities, equip-
ment, training, and technical assistaace; and to improve management, plan-
ning, research, and development capabilities to support this effort. To
achieve this purpose loan resources were to be channeled through the five
major elements of the project:

Continuing Education;

Rural Primary Education;

Rural Secondary Education;

Teacher Education; and

Management, Planniny, Research and Development
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The above major activities and their implementation status are discussed
in more detail in the section entitled "An Overall Assessment of Program
Goals and Accomplishments:”

The $11.2 million +ID loan was to be supplemented with an $11.1 million
counterpart contribution from the Government of Jamaica (GOJ). The overall
financial plan, as revised, is shown in Exhibit A. A synopsis (in US $000)
follows:

ACTIVITY GOJ. AID TOTAL
Continuing Education $ 988 $ 826 $1,814
Rural Primary 400 1,114 1,514
Rural Secondary 6,448 5,563 12,011
Teacher Education 2,660 2,303 4,963
Managenent Development 604 1,394 1,998
Total $11,100 $11,200 $22,300
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The GOJ contributed approximately $10.1 million through March 3i, 1982.
AID Disbursements for the same period are presented Exhibit B. A synopsis
(in US $000) follows:

ACTIVITY DISBURSED
Continuing Education $ 708
Rural Primary 1,061
Rural Secondary 5,135
Teacher Education 2,009
Management Developnent 1,136
Total $10,049

SESESSS

Scope of Audit

The project was first audited in 1979, with $1.9 million in disburse-
ments. Therefore, this is our second and final audit of this project and it
was made to evaluate program results and to determine if the program had
been carried out in an efficient, effective, and economical manner. The
review covered project activities and disbursements through March 31, 1982,
and includes certain information through the expiration of the Project Assis-
tance Completion Date (June 30, 1982). The audit was made in accordance
with generally accepted government auditing standards and compared project
accomplishments against stated goals in the project paper and implementation
letters. We reviewed project files at the Mission and at the Ministry of
Education, and discussed project progress and problems with officials at
these organizations. MWe visited 25 schools and facilities where project
construction activities took place.



The results of the audit were discussed with USAID/Jamaica officials at
the exit conference and a draft of this report was submitted for their review
and comment. In addition, the draft report was reviewed by the Office of
the Assistant Administrator for Latin America and the Caribbean. All com-
ments were considered in the preparation of the final report.

OQur examination of the Rural Education Sector Program showed a number of
problem areas which have been found in previous reviews of USAID/Jamaica.
Thus, they are indicative of broader implications. In the case of this
particular project, the Project Assistance Completion Date (PACD) expired on
June 30, 1982, and was not extended. For this reason, the overall assessment
section includes a broad recommendation so that USAID/Jamaica will be able
to make the required vulnerability assessment of related procedures and
practices in other areas of its programs.



FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

An Overall Assessment of Program Goals and Accomplishments

The overall goal of the Rural Education Sector Program was to help im-
prove the opportunities and quality of life in rural Jamaica. This was a
broad goal whicih could accommodate a variety of accomplishments. The more
specific objective of the program was to assist the GOJ to use education and
human resources in coordination with other sector inputs to bring about a
revitalization of the rural areas of the country and to improve the level of
self-reliance and economic and civic participation. Thus, the program was
designed to upgrade formal and non-formal education relevant to rural living
and employment.

At the time of our audit, the Jamaica Rural Education Sector Program had
been in existence close to seven years. Its implementation was delayed by
+1:e GOH when the loan could not be signed for 17 months after its authcriza-
tion. During this 17 nonth period, the Jamaican economy experienced severe
inflationary pressures and construction cost estimates became gbsolete.
Therefore, the original program had to be scaled dawn and its funding in-
creased. Once the progranm got underway, $5.3 million in construction was
completed and $2.8 million in ccumodities were delivered.

The status of the five components follow:

(a) The Continuing Education Component had three main sub-goals: to
Create three regional development centers and 18 continuing
education sub-centers, and to provide them with training, mate-
rials, equipment and 54 person-months of technical assistance.

The three regional rural development centers were established.
Also 15 (of 18) continuing education sub-centers were con-
structed. The continuing education component did not measure up
to expectations for various reasons. As a result, the Ministry
of Education stopped funding continuing education activities and
planred to merge its activities into the Jamaican Movement for
the Advancement of Literacy (JAMAL) program. In addition, only
18 person nonths of technical assistance were actually provided.

(b) The Rural Primary Education component had five sub-goals: to
develop a new curriculum for rural primary schools, to renovate
sane schools for experimental programs, to assist in financing
school maintenance, to provide 25 schools with electrification,
to update inventory of existing facilities, and to provide 60
person-nmonths of technical assistance.

The planned six rural primary education buildings were con-
structed; each building contains three class:iooms. Experimental
programs in primary educat.on were initiatel. HNew curriculun
methods were developed which incorporated reievant experiences
into instructional materials for the classrooms. The curriculum
program was so successful that it was expanded to other schools.
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(c)

(d)

(e)

The instailation work on 21 of the 25 rural primary schools
targeted for generators and electrical wiring had been com-
pleted. The remaining four generators were to be used at the
Agricultural Schools and at the Teacher's College as standby
gencrators.

Only 6.3 person-nonths of technical assistance were provided.

The Rural Secondary Education Component was designed to con-
struct two vocational schools, to improve secondary agricultural
education facilities and to provide technical assistance and
training.

The two planned vocational schools for agriculture and home
economics were constructed at Elim and Passley Gardens. Also,
most of the renovation work at Dinthill Vocational School had
been caapleted. These schools were in operation at the time of
our fieldwork.

Once again, technical assistance fell short. Only 34.3 person-
months (of 80 planned) were provided.

The Teacher Education component was designed to construct and
equip a teacher training college, to achieve enroliment of 300
students, to create an education development program, and to
provide 84 person months of technical assistance.

The planned Passley Gardens Teacher's Training College was
established and in operation. Also, the Ministry of Education
had developed new curriculum for the college. However, only 5
person-months nf technical assistance was provided.

The Management, Planning, Research, and Development component
was designed to construct and equip an Educatiun Development
ang Demonstration Center, to improve the Ministry of Education
and to provide 69 person months of technical assistance, mate-
rials, training, ectc.

The planned Education Development and Demonstration Center
(EDDC) was completed but final acceptance of the structure had
been delayed because of reported design faults.

The program sponsorcd 17 research projects addressing topics of
interest to the Ministry of Educatian. The research results
were presented and discussed at a st.cessful conference spon-
sored by the Ministry.

However, once again, the GOJ did not receive the needed amount
of technical assistance; only 20.8 person-months were provided.



In sum, there were achievements under the project, particularly in the
construction of facilities. These accomplishments of the program will help,
to some degree, towards the broader goals of the program, i.e., to improve
the opportunities and quality of life in rural Jamaica. However, the GOJ
did not receive the required nuniber of person-months of technical assistance
and the objectives of the continuing education were abandoned. In addition,
not all funds were used within the context of the scope of the project;
nearly $2.8 million were used for purposes -- within the broader context of
the program goals, but -- outside the scope of the project. In addition,
our audit showed a number of areas which requires corrective action by man-
agement to ensure maximum effective use of AID resources. For these reasdns,
it is our opinion that only part of the objectives of this project were
achieved as contemplated in the project design.

Perhaps more could have been accomplished and some parts of the program
could have been implemented in a more efficient and economical manner.
However, this project shoved a patterned type of problem which relates to
the advise that was given to the Mission together with the management and
monitoring practices of USAID/ Jamaica. We believe that there is a need for
USAID/Jamaica to reexamine its procedures for monitoring and managing AID
assisted activities. In the case of the Jamaica Rural Education Sector
Program, USAID/Jamaica did not monitor the project in an effective manner.
For instance, some of the problems in our current review represent a repeti-
tion of conditions noted in IG Audit Report No. 1-532-79-12, dated June 21,
1979. These conditions existed because USAID/Jamaica did not implement our
recommendations in an effective manner and at an opportune time. In addi-
tion, USAID/Jamaica made certain management decisions and followed certain
.courses of action which did not result in the most efficient or ecnnomical
use of AID's financial resources. The following are some examples of find-
ings which relate to USAID/Jamaica's management and monitoring practices:

- Seven {of nine) recomendations from IG Audit Report No. 1-532-79-12,
dated June 21, 1979, were not effectively implemented. As a result,
identical findings were found in the following areas: (a) financial
management data control systems; (b control system for AID-financed
commodities; (c) requirements of technical assistance; (d) counter-
part funds of the GGJ; (e) project reporting; (f) publicity of th:
project; and (g) financial audits of the project.

- Program resources and outputs costing over $2.8 nillion were uscd
for purposes outside the scope of the project without amending the
loan agreement,;

- Over $919,539 in project funds were diverted to provide emergency
flood damage repairs to schools. The use of this money was not
properly supervised and managed, and may have been spent on unneces-
sary and substandard work,

- Control over caamodities delivered to schools and centers were inade-
quate to insure accountability and their effective utilization;



- Around $280,000 was used to finance the procurement of ineligible
comiodities without seeking prior approval from AID/Washington;

- Construction work on some schools and centers showed evidence of
poor workmanship and design problemns; and

- Maintenance of project facilities and equipment was inadequate
and needed improvement.

This is the second time that we have found problems with the Mission
in regard to managerial and monitoring practices (see also Audit Report
No. 1-532-82-9 on Integrated R:ral Development Program issued March 30,
1982). e believe that the Mission's operating practices need to be
addressed . improve the efficient and economical use of AID resources.
In our opinion, these practices will fail the internal control vulner-
ability assessment specified by the "Federal Managers' Financial Integrity
Act of 1982". In this connection, the 97th Congress passed the Act on
January 25, 1982, amending Section 113 of the Accounting and Auditing Act
of 1950, in the following manner:

"To ensure campliance with the requirements of subsection
(a)(3) of this section, internal accounting and adwinistrative
controls of each executive agency shall be established in
accordance with standards prescribed by the Comptroller Gene- -
ral, and shall provide reasonable assurances that --

"(i) obligations and costs are in compliance with applicable
law,
"ii) funds, property, and other assets are safeguarded against
waste, loss, unauthorized use, or misappropriation; and

(iii) revenues and expenditures applicable to agency opera-
tions are properly recorded and accounted for to permit
the preparation of accounts and reliable financial and
statistical reports and to maintain accountability over
the assets.

"(B) The standards prescribed by the Comptroller General
under this paragraph shall include standards to ensure
the prompt resolution of all audit findings.

"(2) By December 31, 1982, the Director of the office of
Management and Budget, in consultation with the Comp-
troller General, shall establish guidelines for the
evaluation by agencies of their systems and internal
accounting and administrative control to detemine such
systems' coapliance with the requirements of paraqgraph
(1) of this subsection. The Director, in consultation
with the Comptroller General, may modify such guidelines
from time to tine as deemed necessery".



As stated in the above Act, the "internal control vulnerability asssess-
ment" wis to te completed by December 31, 1982. Thus, it was an opportune
time for USAID/Jamaica to make an honest reexamination of the managerial and
monitoring practices that are in effect for all of its program portfolio.
The specific areas identified by our review as candidates for such a study
include procedures to: (a) process management decisions on changes to the
conceptual aspects of the program; (b) control actual implementation of
audit report or evaluation report recamendations; (c) control financial
obligations, disbursements, and supporting documentation: (d) monitor com-
pliance with the tems of the agreement (Host Country contributions, audit
requirements, reporting, etc.); and (e) control, use, and account for
comnodities.

[n respending to our draft dudit report, USAID/Jamaica stated that it
had made the vulnerability assessment raquired by our Recormendation No. 1.
The assessment demonstrated the Mission's vulnerability to be "fair to good."
As a result, USAID/Jamaica was in the process of installing improved report-
ing, monitoring, and other systems to lower its susceptability rate. The
vulnerability assessment study was not made available to us to ensure com-
pliance with the recommendation. Pending receipt of the study and implemen-
tation of actions initiated by USAID/Jamaica to reduce its vulnerability
rate, we are retaining the following recommendation:

Recommendation No. 1

USAID/Jamaica should (a) make a special review and
vulnerability assessment in the areas of project
management, monitoring, financial controls, agreement
compiiance, implementation of recommendations. and
coumodity control and usage; and (b) submiv its
findings and proposed solutions to problem areas to
the AA/LAC.

Project Managenient Decisions

Although nost of the planned construction and commodity procurement have
been completed, some project objectives will ot be achieved because of the
significant changes that were made during project implementation. Aiong
these changes were: (a) the conversion of Passley Gardens 3econdary Agricul-
tural School into an Agricultural College; (b) the reprogramming of $990,000
in project funds to repair schools that were damaged by a severe flood in
1979; and (c) a 50 percent reduction in technical assistance. The follawing
subsections of this report discuss these changes. When the project descrip-
tion is significantly altered, AID Handbook 3, Chapter 13, prescribes an
amendiaent to the Project Authorization. This formal procedure was not fol-
lowed by USAID/Jamaica.



The Mission granted the Ministry of Education pemission to convert the
Passley Gardens Secondary Agricultural School into an Agricultural College.
Based on a legal decision of the Regional Legal Advisor, this permission was
given by a simple Letter of Implementation. According to GC/LAC, and the
AID Handbooks, such a change - which affects the objectives of the project -
required an amendment to the Project Authorization. The modification in the
use of a facility fram a secondary school to a college will reduce the
enrolIment potential for secondary education - one of the main objectives of
this program.

On March 2, 1982, the Permanent Secretary of the Ministry of Education
sought AID's approval for the conversion of the Secondary Agricultural School
at Passley Gardens into an Agricultural College. The letter explained that
the Ministry had requested AID assistance in strengthening the Jamaica School
of Agriculture (JSA), but was advised that studies were needed before any
action could be taken. A University of Kentucky Report, published in 1979,
advised the GOJ to reorganize and upgrade the JSA; and also recommended that
the Government should seek an alternative site for the agricultural college.

In 1980, the present administration was duly elected and began governing
Jamaica. The JSA was viewed as a stronghold of anti-democratic thought and
no longer effective -- so the present administration closed it down. In
addition, the scheol facilities were needed for the establishment of a police
acadeny. .

The GOJ proposed to AID that the Passlev Gardens Secondary Agriculture
School be converted into an Agricultural College to fill the void created
when the JSA was closed. The Ministry stated that the reduction in secondary
school enrollment would be more than conpensated by increasing the enrollnent
at the Knockalva School from 200 to 500 students and at Dinthill to 150
students. Thus, program objectives might not be negatively affected.

The Mission approved the conversion in Implementation retter No. 74 of
March 31, 1982 following a legal opinion rendered by the Regional Legal
Advisor which reads, in part:

"... no amendments to any of the project documents
are necessary.

The Borrower has carried out the project, and now
merely wishes to alter its educational system to
cducate different levels in different places.”

The Regional Legal Advisor further suggested that the GOJ should submit
its intentions in writing and AID record its consent in an Implementation
Letter.



The above changes altered the purpose of the project in a significant
manner. The loan was for five specific activities: Continuing Education;
Rural Primary Education; Rural Secondary Education; Teacher Training; and
Management Planning. The project did not provide for the inprovement of
Agricultural Colleges.

AID Handbook 3, Chapter 13, in part, states that "A "substantive" modi-
fication is one which results in a major change in:

"Elements of project design that are judged critical to project
success. These elements could be aspects of feasibility or relate
to project objectives (Outputs, Purpose, Goal), participants,
methods, funding, beneficiaries, etc.

"The project description, timing, financing, or essential condi-
tions and covenants cited in the Project Authorization;

"The Project Description, financing level, essential conditions
and covenants or other significant project-specific tems in the
body of the Project Agreement;

"The overall length of the project.”

In the case of the changes related with this project, the AID Handbook
prescribes an amendment to the Project Authorization. :

In addition, Section 9.03 of the the Loan Agreement prohibits amendments
to 1oan tems by I[mplementation Letter.

"A.1.D. shall from time to time issue Implementation
Letters that will prescribe the procedures applicable
hereunder in connection with the implementation of
this Agreement. Nothing in such letters shall alter
the terms of this Agrecment."

Also, the Regional Legal Advisor's assertion that the borrower had car-
ried out the project and was able to alter key components runs counter to
Section 3.05 of the Loan Agreenent which states:

“llotwithstanding any cancellation, suspension of disbursement, or acce-
leration of repayment, the provisions of this Agreement shall continue
in full force and effect until the payment in full of all Principal and
any accrued interest hereunder."

The most expensive of these activities was the Rural Secondary Ejucation,
comprising alimost 50 percent of project resources. MWe believe that concep-
tual changes 1n the use of loan funds were substantial, and that written
approval to amend the loan agreement should have been obtained from AlD/
Mashington.
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In response to our draft audit report, USAID/Jamaica reiterated the fact
that it had sought and followed the guidance of the Regional Legal Advisor
in using the Letter of Implementation procedure. It further stated that the
Ministry of Education had worked hard to convert the Passley Gardens Agri-
cultural High School facility into the nation's new College of Agriculture.
The College is expected to open in January 1983.

The Bureau of the Assistant Administrator for Latin America and the
Caribbean (AA/LAC) and the Office of the General Counsel (GC), also reviewed
our draft audit report. In their response, these officials were in general
agreement with our interpretation of the facts. In particular, they agreed
that approving the conversion of the secondary agricultural school, developed
under the project, into an agricultural college, should not have been accom-
plished merely by issuing an implementation letter; as stated in our report,
the agreement or authorization should have been amended. They felt, however,
that a retroactive amendment of the agreement would serve no useful purpose
because the project was essentially complete. The AA/LAC requested that we
make certain modifications to our reconmendation. The revised Recaamendation
No. 2 is stated at the end of the next section.

Project Funds Were Used For Emergency in Western Jamaica.

Over $900,000 in project funds were diverted from their intended use to
the repair of flood damaged schools on the basis of a Letter of Implementa-
tion and without amending the loan agreement. Most of the diverted funds
came from reductions in funds approved for Technical Assistance and Matching
Funds Contribution; this latter contribution was to promote community parti-
cipation in the construction and maintenance of school facilities. Tecanical
Assistance was reduced by 50 percent for the project in general. The Match-
ing Funds Contribution element for the project was all but eliminated because
of a lack of interest in comaunities and poor economic conditions in Jamaica.

In June 1979, the Minister of Education requested AID assistance in
repairing Western Jamaican schools that were damaged by a severe flood. The
Minister requested that AID authorize the use of $835,000 from the Rural
Education Sector loan to repair and resupply flood-damaged schools in Western
Jamaica.

AID approved the GOJ request on July 3, 1979, by means of a Letter of
Implementation, and funds were redistributed in the following manner:

Reprogrammed from: Reprograned to:

Technical assistance: Materials & Supplies
Continuing Education $ 60,000
Rural Primary 40,000
Rural Secondary 50,000
Teacher Education 150,000

Subtotal $300,000
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Matching Funds Contribution: Construction

Rural Primary $300,000
Rural Secondary 110,000
Continuing Education 125,000
Subtotal $535,000
Total $835,000

Comaitments to the Western Jamaica flood repair effort were subsequently
increased to $919,539 along with other adjustments. A1l funds were used for
construction, and no comodities were purchased for this activity. The
provision of these funds was part of a coordinated U.S. effort to provide
irmediate relief for flood damaged schools of Western Jamaica. The effort
was well received and appreciated by the GOJ. However, the reprogramning of
funds reduced the efforts of three activities in the changed loan plan:

Budgeted Actual
Track Anounts Reduction Percent Funding
Continuing Education $993,000 $211,800 21 $781,200
Rural Primary Educ. 1,135,000 544,000 50 591,000
Rural Secondary Educ. 5,345,000 163,739 3 5,181,261
$7,473,000 $919,539 $6,553,461

While the repairs to the flood damaged schools were beneficial to the
GOJ, they were not included within the objectives of the loan agreement and
the specific purpose of the activities from which the funds were reprograrmed
(continuing education, rural primary education, and rural secondary educa-
tion). In retrospect, a more proper procedure would have been to have
secured the authorization from the AA/LAC, as prescribed in AID Handbook 3
discussed in the previous section. However, this was not done.

In response to our draft audit report, USAID/Jamaica did not disagree
with our basic premise that the change in the scope of the project required
an amendment to the loan agreement. However, USAID/Jamaica pointed out that
the nature of the emergency was such that urgent action was needed and taken.
Mission staff, at the time, sized up the needs promptly and were able to
shift money in a creative manner. A tour of the devastated areas was made
on a Saturday by helicopter and by tie following Monday the basic enabling
actions were taken. As a result, there was a minimum lToss of school time
for the children involved and the repairs added years of lifetime to the

physical plants.

In its response to the draft audit report, the AA/LAC also agreed with
our interpretation of the facts and that such changes should have been made
by means of an amendment to the agreement. However, as in the previous
section, they felt that a retroactive amendment of the agreement would serve

-2 -



no useful purpose because the project was essentially complete. The AA/LAC
agreed to communicate his concern to the USAID/Mission Director in Jamaica
on the need for the Mission to follow the provisions of AID Handbook 3 which
prescribes the procedures to be followed in the case of changes to project
design or implementation.

The following revised recommendation has the intent of applying the

lessons learned in this project and avoiding similar problems from ocurring
in other Missions in the future.

recamwienuaavion <

The AA/LAC should brief the conditions found on this
project and circulate them to other LAC Missions. The
USAID's should be reminded that AID Handbook 3 re-
quires a prior AID/W approval for any substantive
changes in project designs.

Sufficient Technical Assistance Was Not Obtained for Project.

The revised plan called for the project to provide 347 person-months of
technical assistance that was estimated at $907,000. As of March 31, 1982,
the MOE had received only 84 person-months of technical assistance valued at
$478,278. The reasons for the reduct.on were increased capital costs and
reductions due to reprogramming of $428,722 in technical assistance funds to
other activities. As a result, planned technical assistance was not providea
in a number of areas, which further reduced the efficiency and effectiveness
of project management and administration.

The original project paper called for 264 person-months of technical
assistance costing $627,000. It became clear within several months after
signing the November 1975 loan agreement that additional technical assistance
and training would be needed to establish and strengthen the institutional
capability of the Ministry of Education by the project's end. Modifications
of project design and financial plan were required as a result of significant
increases in the cost of the project. Much of the increase was due to the
delay in signing of the loan agreement. An additional 83 person-months of
technical assistance costing $280,000 was prograrmed in the 1977 project
paper amenduent. This increased the planned funding for technical assistance
to $907,000. As of March 31, 1982, the Ministry of Education had received
only 84.4 person-months of technical assistance costing $478,278. A con-
parison of planned vs. actual technical assistance follows:



Planned Actual

Track Person-llonths Person-iHonths Difference
Continuing Education 54 18.0 (36.0)
Rural Primary 60 6.3 (53.7)
Rural Secondary 80 34.3 (45.7)
Teacher Education 84 5.0 (79.0)
Managenent/Planning/Research _69 20.8 (48.2)

Total 347 84.4 (262.6)

Technical assistance funds, totalling $428,722 were reprogrammed to other
activities in 1979. Most of this money was reprogrammed at the request of
the GOJ and went to the Western Jamaica flood repair program. No evaluation
appears to have been made to determine the effects of the reduction in tech-
nical assistance funding on tha project.

A major focus of the project was to improve the ability of the Ministry
of Education to manage its educational resources nore effectively and tech-
nical assistance funding was critical in mceting the objectives. The net
effect of the reprogramming and reductions was that 47 percent of the planned
funding and 77 percent of the planned person-months for technical assistance
were not provided.

Fron our revies, we believe that technical assistance would hdave been
valuable in several component areas, including such areas as maintenance of
schools and equipment, financial management and community relations (to
encourage participation in the matching funds contribution program;.

Shortages related to technical assistance was also determmined to be a
problem in our previous review. At that time, the Ministry of Education did
not believe that it needed technical assistance in the magnitude programed.
The Ministry of Education was also reluctant to pay the high cost of tech-
nical assistance, which often exceeded the salaries of the highest paid
ministry officials. Our previous audit report recommended the procurenent
of technical assistance in the fipancial areas. However, none was ever
obtained.

Since the TDD of the loan agreement expired on June 30, 1982, no recon-
mendation is made. In retrospect, however, !'ISAID/Jamaica and the GOJ should
have performed an analysis of the project's technical assistance needs prior
to reprogramming budgeted funds into other areas. They should also have
docunented why these needs had changed since the loan agreenent was signed.

Lack of Project Monitoring Adversely Affected Implementation.

The lack of adequate monitoring adversely affected the effectiveness and
efficiency of project implementation. Many of the audit findings reported
here were problems which could have been corrected if the Mission had been
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adequately nonitoring the project. For example, this project was first
audited in 1979. Our Audit Report MNo. 1-532-79-12, dated June 21, 1979,
included nine recommendations. Of these nine, the following seven recon-
mendations were not inplemented in an effective mnanner:

"Recammendation No. 2

USAID/Jamaica should pursue contracting of technical
assistance for establishing a good financial manage-
ment data control system."

"Recomnendation No. 3

USAID/Jamaica should work with the MINED to establish
a control system for the receiving, storing, and
accounting for AID-financed cormodities."

"Recommendation No. 5

USAID/Jamaica should work with the MINED to develop a
Technical Assistance progran for the remainder of the
project to improve financial management, commodity
control and maintenance systens."

"Recomaendation No. 6

USAID/Jamaica and the HINED should detemine the
remaining counterpart funding needs and adjust the
loan agreement accordingly.

"Recomendation No. 7

USAID/Jamaica should request that the required reports
be submitted on time, and that the USAID be put on
distribution for the consultant engineer's .reports.

"Recomnendation No. 8

USAID/Jamaica should request that the loan agreeaent
provision on identificition and marking as prescribed
in Impleaentation Letter No. 1, be complied with.

"Recommendation No. 9

USAID/Jamaica should request the MINED to have an
audit of project activities made in accordance with
the loan agreement and to amend the contract with the
AACTE to include right of audit".
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Because the recomended actions were not effectively implenented at an
opportune time, some of the conditions noted during our prior audit (in
technical assistance, commodity controls, counterpart funds, reports, etc.)
still existed at the time of our current review.

In addition, little or no monitoring was done on the construction/repair
work for the Western Jamaica flood program. As a result, some of the
$000,000 for this program was spent on unnecessary and substandard work
(next section). The Mission also approved 12 PIQ/Cs and purchased nearly
$283,000 in ineligible commodities without proper prior authorization from
the AA/LAC (see page 34).

The need for USAID/Jamaica to reexamine its managerial and monitoring
role was previously discussed and the implementation of Recommendation No. 1
of this report would make another recommendation unnecessary.

Construction and Maintenance Activities

Controls Over Western Jamaica Flood Repair Progran llere Inadequate.

USAID/Jamaica did not exercise adequate control over the $919,539 used
on the emergency repairs in western Jamaica. The results were that AID paid
for unnecessary, substandard, and incomplete vork.

As discussed earlier, AID approved the transfer. of about $919,539 to
repair and restpply schools damaged in lestern Jamaica. As the progran
evolved, a tctal of 69 schools were identified as needing assistance and 85
construction contracts were awarded. Since all funding was channeled into
construction, no funds were left for supplies and materials. The GOJ nego-
tiated for 2 months of technical assistance; however, this assistance never
materialized. The value of the construction work was $¢19,539. As of March
31, 1982, the Mission had disbursed $878,204 for le:tern Jamaica flood
repair work. Additional claims were expected.

In Implementation Letter No. 41, the Mission stated that the disburse-
ments for construction activities in connection with the repair of flood
damaged schools wou'd be made in accordance with Section 7.01 and 7.02 of
the Joar ayreement. Implementation Letter No. 1 sets forth procedures for
utilizing loan proceeds and states tnat procedures to be followed when dis-
bursing local currency costs under section 7.02 vould be:

"For activities involving construction or remodeling a joint
physical verification of progress or caapletion will be
undertaken by representatives of the GOJ and AID, prior to
disbursanent or final acceptance, depending on the case."

The MOE submitted the construction contracts for Mission approval and
obligation. Construction vouchers were then subnitted to the Hission for
reinbursenent. The construction work was inspected and vouchers certified
by Regional Building Officers of the MOE -- located in Montego Bay. We
found no evidence that AID participated in the final inspection of the
Western Jamaica construction work.
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We visited 11 of the 69 schools that were repaired under the program.
e were told by principals and teachers at these schools that 4 sustained
major damage, 6 sustained minor damage, and one school (Savanna-la-mar
Secondary) sustained no flood damage. However, all individuals were quick
to mention that the work was needed to repair damage from vandalism and
general deterioration. In several cases, the schools were not damaged
severely by the flood but reportedly were damaged by the refugees who stayed
in the schools after the flood.

It was difficult to determine which repairs were for flood damaged items
and which were for non-flood related repairs. Hoavever, our analysis of work
at the 11 schools that we visited showed that AID paid (a) J$60,609 for work
not related to the flooding; (b) J$35,802 for poor quality work; and (c)
J$16,764 for incomplete or work which had not been done (Exhibit C).

As mentioned above, Savanna-la-mar Secondary School sustained no damage
from the flood, but AID paid J348,174 for repairs to the school. At 6 of
the visited schools, ‘burglar bars had been installed at a cost of J$12,435.
These bars were new additions to the schools and not repairs. We agree on
the usefulness of burglar bars; however, their installation cannot be con-
sidered flood related. We found significant quantities of poor quality work
at 2 schools, pridarily in the paving that was provided. At 5 of the
schools, we found that either various items were not provided or the work
was not acconplished.

There were several reasons for the situation: (a) no technical assis-
tance was provided when work estimates were being prepared; (b) the Mission
did not adequately review contract specifications to identify unnecessary
work; and (c) the Mission did not have a representative inspect completed
work as specified in Implementation Letter No. 1.

If technical assistance had been provided, the Mission could have in-
structed the expert to limit the repair estimates to flood damaged itens and
avoided renovations, maintenance work and additions; this would also have
reduced needed reviews of contract specifications. The contracts were not
adequately reviewed by the Mission to identify, or at least question, work
such as installing burglar bars or adding a garage to a teacher's cottage.
Mission presence at the final inspection would have caught some poor quality
work and most of the incomplete work and missing itens.

The total value of work paid for the 11 schools we visited was J$373,219.
We found 30 percent of this total, or J$113,175, to be either not related to
the flood, of poor quality, or incomplete. If this percentage holds true
throughcut the flood repair program, then 30 percent of the total expended,
or US$275,862 could have been spent in a similar manner.

Our draft audit report included two recommendations which would result
in the following actions: (a) collection of J$77,373 from the GOJ in line
with, our audit findings; (b) visit by USAID/Jamaica to a representative
nunber of schools to determine usage of Agency funds; and (c) the collection
of additional amounts from the GOJ depending on the findings by the Mission.
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In responding to our draft audit report, USAID/Jamaica took strong excep-
tion to the practicality and implementability of the two recommendations.
Parts of the response are quoted below:

"This audit draft report represents several person/
months of effort by some five auditors. It presents
a generally clear understanding of the project's
design and its implementation. The weighting and
degree of emphasis in sone sections, however, 1eads
one to question the extent of realism with which the
auditors were able to view after the fact either the
worst flood in recent Jamaican history or the serious
threats to life and personal safety that existed in
much of 1979, 1980 and 1981. As an illustration of
the latter, it would not have been possible for the
auditors to have inspected in 1980 some of the loca-
tions they visited in 1982. Even the Jamaican census-
takers could not conduct the decennial census in 1980
and it was postponed for two years. There would have
been no volunteers from USAID'J's local or Anerican
staff to go and check on contractors' performances
under those adverse circumstances. The amazing thing,
and one in which Jamaica can well take pride, is that
reconstruction was indeed done at all, let alone
properly under sucn conditions. In essence then,
USAID/J expects that AID/W will recognize that there
are some points that are not spelled out in this
response in order to keep it an unclassified cable.

“Recommendation 3: The need for speed was not the
only reason for the Mission passing responsibilities
over to the GOJ at the time of the flood. Audit's
“reasons" (second and third paragraphs) for poor
quality, etc., appear reasonable, and nomally would
be accepted. However, there is serious doubt that
the Mission should have sent its staff on TDY assis-
tance all over the countryside at this time. An
understanding of the contracting situation, of the
elements of risk in critical inspection, would tend
to preclude such "thoroughness". As it was, the
cooperation given the project by the GOJ, and the
quality of work done, should be considered in a most
positive light. The Mission Controller is constrained
by Handbook 19 from issuing a bill for collection
against a foreign government unless circumstances und
documentation "clearly indicate the incurrence of an
indebtedness". Mission requests that this recawend-
ation be dropped from the audit report.
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"Recommendation 4: The present GOJ has taken a fim
stand to avoid recrimination against the government
in power previously (at the time of the flood and the
repairs to flood-damaged schools). For USAID/J to
visit even a small sampling, as was done by the five
auditors, would cost ruch more in time and money from
our limited resources than we would possibly collect.
Similarly, to visit more of these schools, to locate
contracts, contractors, people who knew the "before
and after", would take more time than the Mission or
Ministry of Education could spare.

"To visit only two or three schools would not be too
difficult in itself, but then to "estimate the total"
on sixty schools "and issue a Bill for Collection"
would be questionable accounting and poor diplamacy.
(see also coument on Recommendation 3 above). USAID/

Jamaica respectfully requests that Recammendation 4
be amitted.

Based on the information presented above by USAID/Jamaica, we have nodi-
fied the wording of Recomendation Nos. 3 and 4. We also believe that the
Mission's response presents additional information relative to the security
conditions of Jamaica during the time this phase of the project was being
implemented. However, these additional facts do not alter the conditions
found by us during our examination and no legal basis has been provided for
onitting either of the two recommendations from the report.

The facts remain that our audit did disclose serious problems involving
the propriety of expenditures reimbursed by USAID/Jamaica. In effect, some
work was not accomplished in accordance with the temms of the agreement of
the GOJ and USAID/Jamaica. Section 8.06 of the Loan Agreement is clear in
this respect: " . . . In the case of any disbursement not supported by
valid documentation in accordance with the tems of this Agreenent, or of
disbursement not made or used in accordance with the tems of this Agree-
ment, AID notwithstanding the availability or exercise of any of the other
ranedies provided for under this Agreement, may require Borrover to refund

such amount ...".

The procedures for collecting such refunds are stated in AID Handbook 19
- the very same handbook cited by USAID/Jamaica. In part, Handbook 19 states
that " . . . refunds under AID Loans . . . include claims against a coopera-
ting countrv or other borrower as the result of any breach or violation of
the procurement, utilization, or related substantive aspects of perfomance
under an AID loan . . .". Also, the same handbook (Section 7D2d(2) states
the procedures to be followed for collecting "Claims as a Result of Audit
Finding". This section provides the necessary steps for Missions to achieve
a balanced diplomatic approach and the settlement of valid claims. For the
above reasons, the following recowiendation has been modified, but is hereby

retained:
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Recommendation No. 3

Using the provisions of AID Handbook 19, Section
7D2d(2), USAID/Jamaica should collect J$77,373 from
the Government of Jamaica for costs reimbuised by AID
for work that was unrelated to flood damage or for
incomplete work.

USAID/Jamaica also presents several reasons why Recommendation No. 5
should be deleted from our report: (a) political, (b) cost/benefit, (c) time
and resources, and (d) impracticality of estimating costs or visiting all
sites. This position merits further evaluation and consideration during the
recommendation clearance process.

However, the Mission's position does not provide a sound justification
for audit to delete the recommendation. Our review was made on a sample
basis and it showed a series of improperly reimbursed transactions. The
full extent and materiality of the problem should be determined by USAID/
Jamaica. How the work is done is left to the discretion of USAID/Jamaica.

Recommendation No. 4

USAID/Jamaica should (a) inspect the repaired schools
that we did not visit and identify costs reimbursed
for viork not related to flood damage or not caipleted;
and (b) collect from the GOJ any additional amounts
due to violations of the tems of the agreement.

Design and <onstruction Defects Were Noted in Audit Field Inspections.

During the course of our field trips, we ncted a number of construction
deficiencies. Some have developed over time, while others were always pre-
sent and should have been caught and corrected earlier.

GOJ supervision of construction activities was handled by two governnen-
tal units: the National Development Agency (NDA) and the MOE Special Project
Division (SPD). The NDA supervised the construction of the agricultural
schools at Elim and Passley Gardens, the Passley Gardens Teacher College and
the EDDC in Kingston. The SPD awarded contracts for work under the rural
primary activity, such as (a) construction of six classroom buildings; (b)
construction of twenty-one generator plant buildings; (c) wiring of adjoining
primary schools; and (d) construction of thirteen classroom buildings for
the continuing education activity.

During our field inspections we visited the schoois at Salt Marsh, Elim,
Passley Gardens Agricultural Scihool, and EDDC building complex. Following
are sone of our observations:

(a) There were visible cracks at Salt Marsh. We saw two vertical

cracks which divided the building into three sections in both the
feront and back. The porch had a long horizontal crack in its
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front face. We were told that some of the cracks had becaae
evident three months after its occupation, in Scpl.nber 1981,
Both the contractor and the Ministry of Education had been
informed, but no corrective action had been taken. According
to USAID/Jamaica, the cracks wiere not visible at the time Mis-
sion personnel attended the dedication. USAID/Jamaica informed
us that the Mission Engineer has a scheduled a visit to this
school.

(b) There were electrical problems and some wood rotting at Elim
aygricultural school. Much of the wood exposed to the elements
was rotting. The NDA construction supervisor told us that the
wood was supposed to have been treated to prevent rotting; but,
it obviously was either inproperly treated or not treated at
all. In addition, the voltage in this school was supposed to
be 120 volts, but tests by the maintenance supervisor detemined
the power at 190 volts. The school has a history of a large
number of 1light bulbs being burned out and problems at the
slaughterhouse wihere no more than one piece of equipment can be
operated at one time. In responding to our draft audit report,
USAID/Jamaica stated that work on the electrical problems will
be pursued and that the Mission Engineer would also be visiting
the school to assess the extent of damage of the wood rotting.

(c) At Passley Gardens Agricultural School, there wds a noticeable
lack of drains around the buildings. Run-off water from the
buildings fell directly on the ground and eroded the earth
around the building foundation of the building.

Finally, we noticed certain design and construction defects at the EDDC
building complex which reduced the effectiveness of space utilization and
caused excessive use of electricity and a strain on equipment. During our
visit to the building site and in a subsequent review of project documenta-
tion, we found that construction defects were noted and while soaie were
brought to the MOE's attention, minimal corrective action was taken. There-
fore, attention is again directed to the following problems which are a major
concern:

- The building conplex was designed to be fully air conditioned.
Hovever, the air conditioning unit in the library - the nost
frequently used place of the complex - has not been in operation
since December 1981.

- No air conditioning system was installed in the laboratory room
adjacent to the auditorium. The heat from the sun coming through
the windows made working in the area unbearable. HMinimal use was
made of this space.
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- The entire complex of buildings had clear glass windows instead
of tinted windows. Heat from the sun penetrates into the build-
ing interiors and requires the air conditioning units to work
nuch harder than necessary.

- The air conditioning unit was in a room which provided very
Jittle space to do any type of repair or maintenance work.

- The distance that rain water nmust fall from the buildings is
well over 10 feet. Splash slabs have been installed to check
the erosion. Previously, the water was allowed to splash onto
the ground; this created holes and puddles.

- No drains were provided to carry off rainwater. Rainwater was
allowed to accumulate in low areas throughout the school complex.

- The windows near the ceiling of the auditorium were covered with
cardboard to block out the sun. Design of the windows for this
space should have considered the need for shades to block-out
the sun light. The shades would have reduced electrical air
conditioning costs.

- The fire alann system was installed after construction was caa-
pleted. Therefore, the walls nhad to be penetrated to accomodate
the system. The walls were not covered over adequately to hide
the retrofitted fire system. The Chief Education Planner had no
idea how the fire alam systen worked. He did not have blue
prints of tihe building or the various systems therein.

Our draft audit report included a recammendation for USAID/Jamaica
to obtain from the Ministry of LCducation a plan to assure that construc-
tion defects at the EDDC would be corrected prior to making any addi-
tional pay ments. In its response, !ISAID/Jamaica stated that all the
deficiencies have now been corrected to the satisfaction of the consult-
ing architect hired by the MOE for that purpose. Retention of funds
will be returned to the contractor. We believe that the intent of our
recomniendation has been achieved. For this reason, we are only includ-
ing two recaimendations where action is still required.

Recommendation No. 5

USAID/Jamaica should inspect the cracked building at
Salt Marsh and take appropriate corrective action.

Recommendation No. 6

USATD/Jamaica should obtain fron the Ministry of
Education a report on the cause(s) of the construc-
tion problems at Elim and Passley Gardens S>condary
Agricultural Schools and initiate the corrective
action.



The GOJ Is Not Providing Sufficient Funds for Main'enance.

Jamaica has had a history of not providiny adequate mairtenance to its
schools. Our review showed this to be a continuing problem and the lack of
maintenance to project facilities and equipment was evident. lle believe
that the primary reason for this condition is that the GOJ is not allocating
sufficient financial resources to this phase of the proygram.

The original project paper stated that Jamaica had suffered from an
inadequate school maintenance program and this inadequacy had an adverse
impact on educational effectiveness. The project was to attack the mainte-
nance problem on three levels; (1) Ordinary Routine Maintenance -- This was
identified as the most obvious shortcoming in need of improvement; (2) Gen-
eral Repairs -- With the help of technical assistance, the project would
develop a program for required school repairs and develop uniform procedures,
forms, and a manuai for the entire process of maintenance by contract; and
(3) Renovation/Remodeling of schools -- for the Continuing Education and
Rural Primary Activities. Part of the funds contributed for the Rural Pri-
mary Activity were to be used to promote comaunity self-help participation
in construction, remodeling, renovation and maintenance of rural primary
schools.

The maintenance problem was not addressed by the project because the
funding was diverted to other activities -- wmainly for repairs to flood-
damaged schools. In addition, no maintenance technical assistance was
obtained by the MOE. As a result, we found the lack of maintenance to be a
continuing problen.

The rural primary and continuing educai.ion sub-center buildings visited
were in reasonably good condition. However, the schools next to them showed
signs of neglect. Without a good maintenance program, most of the buildings
constructed under the project could fall into a similar state of disrepair.

Lack of maintenance was not only affecting project facilities but also
project equipwent. We found equipment that had been broken and was awaiting
repair at a number of schools:

- Both Passley Gardens Agriculture School and Teacher Training
College had a number of projectors which did not work.

- The rural primary school at Salt Marsh had a broken duplitating
machine. The principal notified the MOE about the machine, but
he was not sure about what the repair procedure was.

- The cold room and the milking machine at Elim have frequent
breakdowns. The school electrician attributed th2 breac<dains to
lack of preventative maintenance.

The gencrator plants of three schools visited had maintenance and/or
security problems:
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- Two of the buildings were not locked and therefore subject to
vandalism. One, (Mount Joseph) had a broken door that could not
be closed. Another (Bellview) had a steel door that was not
locked, and children were playing inside during our visit.
Russells had a lock on the door, but they had no key. The lock
was pried off the door when entry was desired and nailed back
onto the door frame afteriards. These generators are expensive
pieces of equipment, and if not kept secure, are subject to van-
dalism and theft.

- Fuel was not being supplied to rural primary schools with yener-
ators. All1 3 of the schools visited had not received fuel, or
funds to purchase fuel, from the MOE. Each school received one
full tank when the generators were installed. Some teachers
have purciased fuel with their own funds. The generators were
not being used very often. The fuel tank at Russells school was
full and the generator renained unused because of electrical
wiring problems at the school.

Although the MOE had recently established a routine naintenance pro-
gran for its primary schools, we believe that the overall maintenance
program funding was inadequate. Funding actually declined over the past
9 years. MOE annual budget for maintenance in 1973/74 was $1.7 million,
while the budget for 1981/82 was only $1.29 nillion. This budget is
supposed to take care of the maintenance for over 800 primary schools;
82 secondary schools; 58 high schools; 4 trade & vocational schools; 4
comunity colleges; and 8 teacher colleges. When the effects of infla-
tion are considered, the prospect of rnieeting the maintenanc. requirenents
does not secm very pranising.

The following shows more specific examples of the maintenance plans
for three of the schools constructed under the project:

(a) AID disbursed wore than $3.1 million for construction of the
Passley Gardens and Elin Agricultural Schools. In turn, the
GOJ has only budgeted $14,055 for mnaintenance of the two
schools. This amounts to .45 of 1 percent of AId's
disbursenents.

(b) AID disbursed about $1.3 million for the construction of the
Passlcy Gardens Teachers College. The amount budgeted for
maintenance by the GOJ for 1981/1982 totals only $2,249, or .17
of 1 percent.

On the basis of the above analysis, we believe that the present IOE
school maintenance program is clearly inadequate and that additional funding

is needed.

In responding to our draft audit report, USAID/Jamaica stated chat the
MOE had sought funding for a comprehensive ministry-wide maintenance progran
but was only partially successful in their request to the Hinistry of
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Finance. USAID/Jamaica was to approach the Ministry again for assurance of
a budget for adequate maintenance for both project facilities and equipment.
We are retaining our original recoamendation in this report until such as-
surances from the MOE have been obtained by the Mission.

Rec ommendation No. 7

USAID/Jamaica should obtain from the MOE a comprehen-
sive maintenance program, which includes adequate
funds for maintaining both project facilities and
equipment.

Financial Controls

Mission's Financial Procedures and Controls Are leak.

There was a need for USAID/Jamaica to make a careful reexamination of
its procedures to control sub-obligations and to process reinbursement
requests from the GOJ. Our review of the Jamaica Rural Education Progran
disclosed the following types of problems: (a) 38 percent of the reimbursed
costs examined by us lacked adequate support and *he requisition orders
supporting the vouchers showed no indication that they had either been
delivered or paid; (b) the Mission was accepting copies - rather than orig-
inals - of internal requisitions and authorizations as supporting documenta-
tion; and (c) the Mission was not reviewing records maintained by the GOJ.
Similar findings were noted in a previous audit report. Tierefore, there
are \ieaknessess in USAID/Jamaica procedures which make it vulnerable to
possible violations of tihe anti-deficiency act and to possible inpropriety
in the use of funds.

support for Reimbursement Requests. In order to expedite the processing
of reimburscrient requests and reduce the paperviork load, the Mission in same
instances has been accepting as supporting documentation listings of pay-
ments maue to contractors a. 4 photocopies of the GOJ's inteinal requisition
requests and voucher authorizations. While this procedure may expedite the
processing of reimbursaient requests and reduce the filing burden on the
Mission, we believe that there is a need to establish and inplement a proce-
dure to review the records maintained by the various GOJ institutions to
ascertain the validity of the supporting documentation, particularly for
those claims that were liquidated without adequate support.

Our review of the reimbursement requests included a test check of trans-
actions; we found that a substantial number of claims lacked adequate sup-
port. For example, we made a detailed review of two reimbursement requests
totaling $317,162 and found that $115,864. (about 38 percent) lacked adequate
support. The vouchers contained MOE requisition orders for support, but
there was no indication that these orders had either been delivered or paid
for.

When we attenpted to trace our sampled transactions to the records 13dain-
tained by the GOJ, we found additional problems with the procedures of the
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MOE. For example, the Special Project Office of the MOE did not have sup-
porting documentation for some procurement actions and nost of the construc-
tion payments; construction payments were also nade from summary billings;
and, the MOE was not able to provide a reconciliation of project disburse-
ments. Based on our tests, we believe there is a need for a complete finan-
cial audit to be made of the affairs of this project to ensure that all
expenditures are fully supported. As stated later in the report, no audit
had been made. Therefore, Recommendation No. 10 should be implemented.

In discussing our findings during the audit and at the exit conference,
we were told by Mission officials that periodic financial reviews of the MOE
and other GOJ agencies had been made. However, no written reports discussing
scope and results of the reviews were prepared. Consequently, there was no
information available that could be used to determine the reliability of
records and the adequacy of controls of the various GOJ agencies.

The need to improve financial management at the MOE was stressed in our
first audit report of this project. In addition, weaknesses in financial
management were reported in our audit of the Integrated Rural Development
Progran (A/R 1-532- 82-9). Weaknesses in AID's voucher approval and payment
system were reported in Inspector General's Report No. 0-000-82-38, issued
January 27, 1982.

USAID/Jamaica should examine its procedures to review and improve its
internal controls relative to financial controls and processing of reimburse-
ments. We believe that current operating practices could expose USAID/
Jamaica to vulnerabilities of over-obligation of funds and reimbursement for
improper costs. In an effort to improve its financial management, USAID/
Jamaica should implement Recommendation No. 1 of this report.

Unliquidated Funds Should Be Reviewed and Some Funds Deobligated.

The unliquidated balance for the project was not disbursed before the
terminal disbursement date (TDD) of June 30, 1982. As of March 31, 1982,
AID project disburseinents totalled $10,048,024, leaving $1,124,194 in unli-
quidated sub-obligations:

Construction $263,890
tquipment, Materials & Supplies 541,445
Technical Assistance 32,573
Participant Training 41,502
Research 203,449
Construction 4,335

TOTAL 31,124,194

- o Se o =
SSSLS=SSDS=x

The last GOJ voucher was submitted in February 1982, covering project
activities for Novewber 1981. Activities such as Technical Assistance,
Participant Training and Research had been completed and the Mission was
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awaiting billings. Because of the numerous extensions that have already
been granted to GOJ, USAID/Jamaica allowed the TDD to expire and no extension
was made. The Ministry of Education proposed that all undisbursed funds be
used to pay for construction overruns. We believe that (1) the GOJ should
cover construction overruns with its cnrunterpart funds and (2) additional
funds should not be applied to construction because they would exceed the
budgeted ceilings established in the loan agreement. As of June 30, 1982,
any undisbursed funds should be deobligated; this is the intent of the rec-
ommendation at the end of this section.

In responding to our draft audit report, USAID/Jamaica stated that it
had requested AID/W to deobligate all unexpended funds (about $715,059) left
in the project. It also noted that certain construction costs were in arbi-
tration and their eventual settlement may require about $170,000 at sonme
future date; in this case, new obligational authority will be sought to
settle these claims. Pending completion of the deobligation action, the

£A1Tl msdi na wararmandatian 5e wmakainnd in +hna wnnnwe.

Recormmendation No. 8

USAID/Jamaica should deobligate project funds which
vere not disbursed or validly sub-obligated as of
June 30, 1982.

The Amount of Host Government Contributions llas Not Clear.

Three types of problems were found in the area of Host Government coun-
terpart fund contributions: (a) improvements were needed in GOJ accounting
and reporting procedures as they relate to the sharing arrangement; (b) the
contributions need to be adjusted to reflect devaluations of the Jamaican
currency; and (c) procedures need to be strengthened to preclude the GOJ
from shifting the use of its funds without specific approval from USAID/
Jamaica. In sum, USAID/Jamaica needs to review accounting and reporting
procedures for the future and reach an understanding with the GOJ on coun-
terpart fund requirenents.

The GOJ financial input into the project was to be the equivalent of US$
11.1 million. This amount has remained the same even though the loan agree-
ment was amended to increase AID's funding by $2.1 million. No periodic
reports were being maintained by the Mission for GOJ counterpart expendi-
tures. At our request, tie MOE prepared a report on counterpart expenditures
through December 31, 1981. The report had not been adjusted to reflect the
effects of devaluation. We were told by MOE Controiler's office that charges
for personnel and administrative and operating expenses were estirated.
Although the GOJ reported that its expenditures exceeded project require-
ments, a different picture emerged whe: the totals were adjusted for the
devaluation of the Jamaican uollar.

As of December 31, 1981, the GOJ reported that it had expended

J$14,711,261; this amount was calculated by converting US$11.1 million at
the 1975 exchange rate of J$.9125 = US$1.00. If all GOJ counterpart was
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disbursed in 1975, this would be correct. However, there have been a nunber
of devaluations of the Jamaican currency since 1975 and the GOJ spent much
of its counterpart after several of these devaluations. The exchange rate
since May 1979 has been J$1.77875 = US$ 1.00.

Therefore, a more equitable vay of calculating the dollar value of coun-
terpart disbursements would be to use the exchange rate in effect at the
time of the expenditure. Since counterpart reports were not compiled regu-
larly, we used the following formulae to estimate the counterpart
contribution:

(1) A1l expenditures thru May 31, 1979 were calculated at the 1975
exchange rate of J$.9125 = US$1.00

(2) A1l expenditures after May 31, 1979 were calcualted at the
rate in effect - J$1.77875 = US$1.00

A canparison of planned and actual counterpart expenditures (in U.S. Dollar
equivalent), by activity follows (information is as of December 31, 1481):

Activity Planned Actual Difference
Continuing Education $ 938,000 $ 646,361 $ (341,639)
Rural Primary 400,000 662,075 262,075
Rural Secondary 6,084,000 6,009,720 ( 74,280)
Teacher Education 2,501,000 1,784,653 (716,347)
Management Dev 592,000 948,829 356,829
Contingency 535,000 -0~ (535,000)

$11,700,000 10,057,638 3(1,048,362)

o o e v e o e v om = o = o o om0 e =e o
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On this basis, then, we believe the GOJ contribution was slightly below
the planned amount, but within satisfactory and acceptable limits.

An analysis of the project cost components showed that the MOE shifted
funds from all components into the Land, Construction and Equipment conapo-
nent. Contributions for Personnel we»e reduced by almost 80 percent and
administrative and opercting expense by almost 50 percent.

GOJ Counterpart by Cost Component
As of December 31, 1981
(In US dollar equivaleit)

Cost Component Planned Actual Difference
Land, Construction $ 5,879,000 $ 8,416,035 $ 2,537,035
& Equipnent
Funds Contribution 605,000 211,008 (393,992)
Personnel 2,156,000 450,030 (1,705,970)
Administrative &
Operating Exp. 1,925,000 974,565 (950,435)
Contingency 535,000 -0 - (535,000)
$11,100,000 $10,051,638 $(1,048,362)

o S o s o - - o o
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In our first audit of the project, we recommended that the counterpart
funding be recalculated to adjust for devaluations of the Jamaican dollar.
We found no evidence that such a recalculation was ever done.

The devaluation of the Jamaican currency is obviously distorting the
amount of local currency that the GOJ was to contribute towards the project.
In addition, the temminal disbursement date of the project has expired and
will not be extended. To ensure that the GOJ is making appropriate contri-
butions, we believe that USAID/Jamaica should review Host Country contribu-
tions to other AID assisted projects. This should be accomplished when
Recormendation No. 1 of this report is implemented.

No Periodic Audits of The Project Has Been Made.

Periodic audits of project activities by the Ministry of Education have
not been undertaken since inception of the project. Such audits were
required by the temms of the loan agreement.

Section 4.09 of the loan agreement requires that the Ministry of Educa-
tion's books and records for the project be "regurlarly audited.” In our
previous audit report, we found that no such audits were being performed.
In response to the report, the Permanent Secretary, Ministry of Education,
requested by letter that the Ministry of Finance and Planning have the Audi-
tor General of Jamaica carry out regular audits of the project books and
records. The MOE Controller told us that the operations of the MOE isere
periodically audited by the Auditor General's Office -- as are all GOJ
operations. :

In our first audit of the project, we recomended that the Mission re-
quest MOE's compliance with the audit provisions of the 1loan agreenent.
However, outside of Ministry-wide audits, no other audits have been per-
;onned. As of March 31, 1982, unaudited program expenditures have exceeded

20 million.

Recaaiendation No. 9

USAID/Jamaica should request the GOJ Auditor General
to make a financial audit of project books and records
covering the duration of the project.

Controls Over Commodities

Procedures to Manage Commodity Procurement and Distribution llere Lax.

Procedures to manage commodity procurement and distribution under the
project needed improvements. Controls over receipt and distribution were
lax. Standardized property records and controls have not been established.
As a result, neither the GOJ nor USAID/Jamaica was able to detemine hou
much of the approximately $2.7 million worth of commodities had been received
and utilized.
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The GOJ did not have the nccessary staff or the guidelines to facilitate
adequate commodity management. For example, at the time of our review, the
Ministry of Education had only one person responsible for overseeing the
procureiient, control and distribution of commodities. In addition, there
were no guidelines for the checking and reporting of commodities received.

Comnodities were not checked until delivered to end-users. Procedures
for checking shipments varied from one recipient to another. Checking had
to be done against the packing list because end-users were not given advance
notice of what they were supposed to receive. Without a copy of the purchase
order, it was practically impossible for the recipients to detemine whether
the items received were the same as those ordered and paid for.

Because of the lack of guidelines and procedures, deliveries were checked
with little supervision, and frequently unpacking was done on an as-needed
basis. For example at three schools visited, comodities were still in
crates, although the cammodities had been received months prior to our visit.
One of the reasons for delays in unpacking and checking of deliveries was
that the scliools were not required to submit to the Ministry of Education
timely and detailed reports on shipments. The only requirement was to report
any discrepancias or damages; however, the preparation of these reports
were significantly delayed. As a result, claims for damages and shortages
could not be filed.

tandardized property records and controls had not been established as
reconmended in our previous audit report. In response to our recommendation,
sone technical assistance was provided and an attempt to design and implenent
a system was made. However, in the end, the system was not established.
The Ministry of Education did establish an acceptable filing system for the
procurement records. Also, with the consultant's help, an attempt was made
to reconcile the PI0/Cs with the purchase orders to establish a baseline for
reconciliation with actual deliveries and comiodity usage. Howvever, the
consultant departed before the exercise was caapleted. The exercise was not
continued after the consultant departed. Thus, no overall baseline for the
reconciliation of commodities was available at the time of our reviev.

Attempts were made to have end-users submit on a regular basis unifom
receiving reports and comiodity usage & control reports. These efforts did
not pass the planning stages. The only reports received were for defective
or damaged commodities. Unless something was reported by the end-users, the
assumption at MOE was that the shipment was complete and in order. Conse-
quently, MOE could not determine if all the coanodities purchased were
delivered or whether they were being used by the intended end-usecrs. For
example, we tried to reconcile MOE records with a sdnple of comodities
reportedly delivered to the schools. A total of $81,592 in cu-»hties had
been shipped under five PI0/Cs to two schools. The schools c¢nuld not account
for the receipt of $17,599 worth of camodities:
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School PI0/C Number Line Items Value

Passley Gardens Teacher College 70145 22 $ 4,452
70124 15 5,173
70126 2 264
70104 40 6,238
Elim Agricultural School 70092 3 1,472
Total $17,599

According to school officials, the cormodities in question were never
delivered. However, MOE records showed that the goods had been delivered
and payment made. The MOE cited two overriding reasons as the causes for
the poor cormodity management: (a) the lack of adequate personnel to over-
see the entire process and to institute the standardized system of records
and controls; and (b) the lack of cooperation by the various schools to
submit reports and maintain adequate records.

Commodity Controls at Schools lere Weak .

Controls over commodities at the schools were very weak. Schools were
not maintaining adequate property control records, and, as a result, they
were not able to properly account for all commodities provided to then.

The property control records varied at the three schools we visited.
The Elim Agricultural School prepared a listing of all equipment received,
the Passley Gardens Teacher Colleye kept only a partial listing of equipment
received, and the Passley Gardens Secondary Agricultural School prepared no
records on the equipment received. Property control records at the other
participating facilities were also inadequate.

Inventories had not been taken at any of the schools. When equipment
was distributed within the school, no one was assigned specific responsibil-
ities for it. The location of the equipment was not properly recorded,
making it very difficult not only for the school, but also for the MOE to
keep track of the use and distribution of the equipment. For example, during
our field visits, we had difficulty in locating some of the equipment in-
cluded in our sample. Since there were no records, sometimes school offi-
cials could not remember where the equipment was located. Another problem
noted was that equipment had been transferred from one facility to another
without proper documentation.

Some of the equipment included in our sample was not in use mainly be-
cause of two reasons: (1) manufacturer's defects or incomplete parts, and
(2) lack of facilities. e found 8 projectors at Passley Gardens Secondary
Agricultural School and the Teacher College that had been broken and vere
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not working, and a 3M duplicating machine which could not be operdated because
of a missing instruction brochures. At the Secondary Agricultural School,
an industrial serving machine and gas range were not in service because
parts were incomplete. Also, some of the equipment and supplies that arrived
in the later shipments were not used because the hookups in the laboratory
were not working. Audio-visual equipment in at least three facilities was
not in use because it came without some parts and instructions. Most of the
gymnastics equipment has not been used because there were no facilities.
The MOE was not aware of thase deficiencies and naturally, no claim had been
filed. In instances wnere claims had been filed, we found that unless cor-
rective action was taken on the first claim, there was no follow up system.

An additional problem noted was the lack of adequate storage and control
for the equipment, supplies and tools. Some of these itens are highly valued
in Jamaica and essential as teaching aids, therefore, appropriate measures
for their storage and control should be taken.

We found that some commodities purchased for the Continuing Education
Activity had been shifted to other uses without Mission approval. A large
amount of equipment and three vehicles were purchased for the Continuing
Education Activity. Each of the Continuing Education certers (Elim, Passley
Gardens & Dintnill) received one vehicle and commodities including audio
visual equipment for their activities. Since the continuing education cen-
Lers never became operational, the equipment was absorbed by the schools in
which the centers were located. Elim and Passley Gardens Agricultural
Schools were each using a vehicle but the third vehicle was never delivered
to Dinthill and had been used solely by the Director's Office, Special Pro-
jects Division, Ministry of Education. We believe the Mission shouid be
involved in any decisions to change the use of equipment purchased with AID
Funds.

Here Are Qur Conclusions On Controls Over Commodities.

Some of the above problems were either cited or anticipated in our pre-
vious audit report and relevant recommendations were made; however, very
little was accomplished in the arca of property control. The need for es-
tablishing and inplementing standardized property records and controis is
obvious. Education is one of the primary objectives of the Jamaican devel-
opment strategy, and as a result, improved management techniques are needed
to accomplish this objective.

(Lonuviderable resources nave already heen spent on equipment and supplies,
over $2.7 million under this project alone. Projections are that the cduca-
tion sector will continue to expand. Therefore, a sound system of property
records and controls will be an invaluable tool in the efficient administra-
tion and use of equipment and supplies. We feel that immediate action should
be taken by the GOJ and USAID/Jamaica to establish and implement an adequate
property record and control system to ensure proper accountability of the
cummodities procured under this project.
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Overall, neither USAID/Jamaica nor the GOJ were able to give proper
accountability for the distribution and use of the commodities acquired
under this project. Although the bulk of the procurement has been completed,
it is necessary, we believe, for the GOJ and USAID/Jamaica to ascertain that
all commodities purchased have been received and that they are being appro-
priately used. This is important, not only to determine and recover any
shortages, but to establish the basis for a uniform system for property
records and controls which will help minimize the possibility of losses and
misuse of commodities. It will also facilitate a better management and
control of future acquisitions. OQur draft audit report included the two
recommendations found at the end of this section.

In its response, USAID/Jamaica felt that one recommendation -- calling
for a complete reconciliation of purchases and receipts -- should be deleted
from the report because it would require many person-months of time to do
and also because of the limitation of staff to do the work.

The position of USAID/Jamaica does not provide a sound basis for audit
to delete the recommendation from the report. OQur review showed very serious
deficiencies with the internal controls and monitoring procedures of USAID/
Jamaica. In effect, the Mission did not monitor the system in a proper
manner at an opportune time. As a result, our audit showed the possibilities
of diversion of commodities. For instance, two schools could not say whether
they had received 21 percent of the commodities apparently shipped by the
MOE. Given this high potential for problems, we believe the task recormended
by us is necessary. MWithout a doubt, the work will take time; however, this
effort siiould have been expended by USAID/Jamaica at the time the project
was being implemented.

Recommendation No. 10 and the position of USAID/Jamaica should be care-

fully evaluated by top Agency management during the recommendation clearance
process.

Recommendation No. 10

USAID/Janiaica should obtain from the GOJ a reconci-
liation of PIO/Cs, purchase orders, receiving reports
and usage reports for all commodities, valued at about
$2.7 million, purchased under the project to ensure
receipt and appropiate usage.

Recommendation No. 11

USAID/Jamaica should request the GOJ to establish and
implement property records and control system for all
schools.

-33 -



USAID/Jamaica Approved and Procured Ineligible Commodities.

Twelve PI0/Cs were issued by USAID/Jamaica which provided for the pur-
chase of ineligible commodities. USAID/Jamaica did not request prior author-
ization from the AA/LAC as required by the handbooks. Although the transac-
tions have now been retroactively ratified by the AA/LAC, USAID/Jamaica needs
to be reminded to improve its internal controls to preclude the recurrence of
a similar problem in the future and AA/SER needs to clarify the appropiate
A1D Handbooks.

The total value of these PI0O/Cs was $282,867. A sumnary follows:

P10/C Number Items Purchased Value Subtotals
532-009-9-70081 Home Economics Equipment $23,423
532-009-9-70158 Homne Economics Equipment 28,900
532-009-9-70126 Home Economics Equipment 25,800 $78,123
532-009-9-70119 Musical Equipment 9,297
532-009-9-70082 Musical Equipment 3,000 12,297
532-009-3-70094 Kitchen Equipment 15,500
532-009-9-83045 Kitchen Equipnent 83,000 93,500
532-009-9-70092 Needle Work Equipment §,300
532-009-9-70093 Needle Work Equipnent 4,400 3,800
532-009-9-70145 Physical Ed. Equipment 38,100
532-009-9-70143 - Physical Ed. Equipnent 23,858
532-009-9-70144 Physical Ed. Equipment 23,189 85,147
$282,867
Total sammzras

The first ten PI0/Cs were detected in an earlier RIG/A audit and the last
two PI10/Cs were identified in our audit. These cormodities were to be used
in various curriculum at Secondary Agriculture Schools and Teachers College,
The P10/Cs in question were cleared by Mission Director as well as by person-
nel in the Education, Capital Development, Controller's, and Progran Offices.
Houever, consultation with AID/W appears not to have taken place and the
Assistant Adninistrator for Ldatin Anerica did not authorize the procurement.

lhen the legality of the purchases was questioned, the Mission stated
that “"some of these comaodities are initially ineligible under AID commodity
eligib1lity listing in HB 25, but are integral components of developing
residential agricul turdl school.” The Mission believed that the procurement
of the types of equipment mentioned above was highly appropriate dand neces-
sary to meet the theoretical and functional godls and purposes of this
specialized project.,  However, sume of the cquipment was not being used at
the time of our review.

During our tield visits, we noted tnat tne ldrge physical education equip-

ment at the Passley Gardens Teacher Training College (1.¢., tranpoline, bal-
ance bezn, etc,) had not been used. The principal told us that the equipuaent
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was not being used because they did not have a physical education teacher or
a gynnasium.

Handbook 15 provides that ineligible commodities may be made eligible
under a particular assistance agreement if reference is made to the commodi-
ties in the implementing documents under that agreement. We found no such
reference in either the project paper or the loan agreement. The Mission
approacined LAC/DR two times to obtain a waiver of commodity eligibility for
the items purchased under the PIO/Cs. Before our review was completed, the
LAC/DR sent a cable stating that it was unable to recommend approval of a
waiver for the purchase of musical instruments and physical education equip-
ment under the loan. However, LAC/DR stated that it could seek a retroactive
ratification for $185,423 worth of the commodities. When we left Jamaica,
there remained $97,444 of ineligible items for which ratification had not
been obtained.

In discussing the ineligible items at the Exit Conference, we informed
the Mission that it would not be fair to reclaim the $97,444 from the GOJ and
cited the following rationale. The MOE requested AID to purchase this equip-
ment for them. No objections were made by AID personnel. Their request was
approved by four offices within the Mission as well as bty the Mission Direc-
tor. The MOE was not told that the items in question were ineligible until
after they were purchased. The GOJ was, in effect, misled by the Mission.

Wle informed the Mission of our intention to include - and we did include
- two recornendations in our draft audit report for the AA/LAC to reconsider
the apparent rejection of the post-facto ratification and to consider the
issuance of a reprimand to the AID Officers whu authorized the ineligible
itens.

In response to our draft audit report, USAID/Jamaica informed us that the
AA/LAC had obtained and granted a retroactive waiver on June 3, 1982, for the
entire $282,867 of ineligible items. In his response, the AA/LAC stated that
it was undisputed that the commodities in question were integral components
of the developing residentiai agricultural schools. As a result, the AA/LAC
granted a retroactive ratification--slightly different than a waiver--of the
procurenent transaction. On this basis, then, there would no longer be any
financial claims by the Agency either against the GOJ or the USAID Officials.

Tiie AA/LAC and GC also agreed that a prospective approval rather than
ratification would have been nore appropiate for these commodities. However,
the GC stated that part of the confusion might have been due to the fact that
the relevant AID Handbooks (No. 1, Supplenient B, and No. 15) are somewhat
vague on ‘the proper timing for the eligibility determinations to be made by
the appropiate Assistant Administrator.

Regarding a possible reprimand to the AID Officers involved, the AA/LAC
stated that his staff had reviewed the circumstances involving the approval
of ineligible comuodities of USAID/Jamaica. Based on this review, he felt
the approval had resulted frow the broader problen of managerial and nonitor-
ing practices discussed in the overall assessment section. He therefore did
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not feel that an official reprimand was appropriate. However, both the AA/LAC
and GC felt that two actions would seem proper: (a) to send a letter to the
Mission Director expressing concern over managerial and monitoring practices
with views towards precluding a repetition of the problem in the future, and
(b) to provide oral counseling to the responsible individual officers that
would be geared towards the future. The AA/LAC will take the needed action
to counsel the responsible personnel. Therefore, in line with the AA/LAC
request, we have revised our recommendations in the following manner:

Recomnendation No. 12

The AA/LAC should communicate his concern to the
Mission Director in Jamaica that appropriate manage-
rial and monitoring practices be put in place to
ensure that AlD-financed projects are carried out
properly and that proper procedures are followed.

Recormendation No. 13

The AA/SER examine the provisions of the applicable
AID Handbooks (No. 1, Supplement B and No. 15) and
clarify chem in respect to the need for prospective,
rather than retroactive, approvals for normally
ineligible commodity transactions.

AID Markings Ylere Not Evident.

Much of the construction work and most of the project commodities were
not properly narked with AlD enblems.

Only three of the eight project vehicles that we inspected had the AID
“Hand Clasp" emblem affixed. Passley Gardens and Elim Agricultural Schools
and Passley Gardens Teachers College did not have permanent signs indicating
that AID had contributed to their construction. Temporary signs were 1in
place, but were starting to deteriorate. None of the Rural Primary School
buildings, Rural Primary generator plants, or the Continuing Educdtion Sub-
centers were properly marked when we visited then.

Section 6.11 of the project loan agreement uvtated that signs were to be
niaced at project sites bearing the Alliance for Progress and 'Hand Clasp'
emblems. Loan financed gqoods should also be wmarked. Lack of compliance
with AlD marking requirenents was mentioned in our first audit report but
sufficient corrective action was not taken. e are therefore repeating the
recommendation,

Recormiendation No. 14

USAID/Jamaica shoul take steps to assure that the
GOJ complies witl, the marking requirenents in the
Toan agreenent.
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Continuing Rural Rural feacher Managenment
Education Primary Secondary Education Developuent Total
GOJ AID GOJ AID GOJ AID GOJ AID GOJ AiD GO AlD

Capital

Contribution

Land and

Construction $75 $250 §

$159 $3887 $3172 $1637 $1420 $230 $531  $5879  $5532

Major Equip-

nent - 211 - 290 - 1872 - 750 - 185 3308

Contingency - - - - 364 - 159 - 12 - 535 -

Total $75 $461 § - $449 $4251 $5044 $1796 $2170 $292 $716  $6414 38840

Non-Capi tal

Contribution

Technical

Assistance $ - $66 §

$45 $§ - $709 § - § 38 $ - $210 $ - $463
Training - 86 - 76 - 246 - 95 - 183 - 686

Materials,
Supplies & Minor
Equipnent - - - - - - - - - - - -

Hestern
Jamaica Flood
Progran - 212 - 544 - 164 - - - - - 920

Research - - - - - - - - - 285 - 285

yunds
Contribution 55 1 120 - 30 - - - - - 205 1

Personrel 530 - 150 - 700 - 275 - 125 1780 -

Adnin/Operat-
ing Costs 328 - 130 - 1467 - 589 - 187 - 2701 -
Total 3913 3365 330G ¥ 665 $2197 T 519 $854 T 133 312 §678 33686 T 23350

Grand Tctal $988 26 $400 $1114 $6448 $5563 $2660 $2303 04 $1394 $11100 $11200
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Project
Activity
Construction

Equipnent, Materials
& Supplies

Technical Assistance
Participant Training
Research

Funds Contribution
Personnel
Adnin/Operating Cost

Reconstruction
(Western Jamaica)

TOTAL

AID Disbursenents
As of March 31, 1982

EXHIBIT B

Continuing Rural Rural Teacher Management
Education Primary Secondary Education Developnent
Disbursenent Disbursement Disbursenent Disbursenent Disbursenent Total
$196,489 $149,229 $3,108,120 $1,295,049 $519,400 $5,268,293
155,708 264,580 1,581,420 593,178 160,068 2,754,960
65,674 41,172 88,654 31,762 204,071 431,333
81,851 73,425 218,073 83,744 170,615 632,708
-0- -0- -0- -0- 81,551 81,551
975 -0- -0- -0- -0- 975
-0- -0- -0- -0- -0- -0-
-0- -0- -0- -0- -0- -0-
207,006 532,670 138,528 -0- -0- 878,204
$707,703 $1,061,076 $5,134,801 $2,008,733 $1,135,711 $10,048,024
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EXHIBIT C

Page 1 of 2
Analysis of Flood Related Work
Poor Incomplete
Unnecessary Quality or Missing
School Hork Work Work
ROEHAMPTON PRIMARY
Defective Paving J$ -0- J$2,686 J$ -0-
Improperly Installed
Stom Drain 2,230
Improperly Installed Pipe 320
Incomplete Roof Repairs 375
Garage for Principal's
Cottage constructed using
materials furnished by
principal 300
Grillwork to Principal's
Cottage 1,365
~ 1,365 5,236 14
HADDO PRIMARY
Repaired roof leaks 1,200
Roof repairs not done 550
Electric repairs not done 600
Painting not done 1,040
New water tank not installed 5,030
-0- | ,ZUU ' 7 ,220
PETERSFIELD PRIMARY
Gutters not installed 450
Leaks improperly repaired 720
Roof reapirs not done 646
Latrine repairs not done 216
Burglar bars in canteen 360
Burglar bars 3,600
FRIENDSHIP ALL-AGE
Roof leak in Block 1 200
Electrical work not done 2,757
Concrete louvers installed
instead of aluminum
jalousies 2,200
Poor quality paving 4,800
Burglar bars 1,440
~ 1,430 ~ 5,000 3,957
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EXHIBIT C
Page 2 of 2

Poor Incomplete

Unnecessary Quality or Missing

School

BETHEL ALL-AGE (5 contracts)
Contract 1
Repaired roof still leaks
Contract 2
Repaired roof still leaks
Painting not done
Missing wash basin
Contract 4
Repaired roof still leaks
Burglar bars
Contract 5
Poor quality paving

GRANGE HILL PRIMARY
Burglar bars

MEARNSVILLE
Bars and grillwork for
teacher's cottage
Poor quality paving

SAV-LA-MAR SECONDARY
Various items of work
(School reported not
damaged by flood)

TOTAL

Work

Work

Work

J§  -0-

J$ 450
300

J$ -0-

2,400
200

J$16,764



LIST OF RECOMMENDATIONS

Recommiendation No. 1

USAID/Jamaica should (a) make a special review and
vulnerability assessment in the areas of project
management, monitoring, financial controls, agreement
compliance, implementation of recommendations, and
comnodity control and usage; and (b) submit its find-
ings and proposed solutiocns to problem areas to the
AA/LAC.

Reconmendation 2

The AA/LAC should brief the conditions found on this
project and circulate them to other LAC Missions.

The USAID's should be reminded that AID Handbook 3
requires a prior AID/W approval for any substantive
changes in project designs.

Recormendation No. 3

Using the provisions of AID Handbook 19, Section
7D2d(2), USAID/Jamaica should collect J$77,373 from
the Government of Jamaica for costs reimbursed by AID
for work that was unrelated to flood damage or for
incomplete work.

Recormendation No. 4

USAID/Jamaica should (a) inspect the repaired schools
that we did not visit and identify costs reimbursed
for work not related to flood damage or not completed;
and (b) collect from the GOJ any additional amounts
due to violations of the terms of the agreement.

Recommendation No. 5

USAID/Jamaica should inspect the cracked building at
Salt Marsh and take appropriate corrective action.

Recommendation No. 6

USAID/Jamaica should obtain from the Ministry of
Education a report on the cause(s) of the construc-
tion problems at Elim and Passley Gardens Secondary
Agricultural Schools and initiate the corrective
action.
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Recommendation No. 7

USA1D/Jamaica should obtain from the MOE a comprehen-
sive maintenance program, which includes adequate
funds for maintaining both project facilities and
equipnent.

Recommendation No. 8

USAID/Jamaica should deobligate project funds which
were not disbursed or validly sub-obligated as of
June 30, 1982.

Recommendation No. 9

USAID/Jamaica should request the GOJ Auditor General
to make a financial audit of project books and records
covering the duration of the project.

Recommendation No. 10

USAID/Jamaica should obtain from the GOJ a reconci-
liation of P10/Cs, purchase orders, receiving reports

and usage reports for all commodities, valued at

about $2.7 million, purchased under the project to
ensure receipt and appropiate usage.

Recormendation No. 11

USAID/Jamaica should request the GOJ to establish and
implement property records and control system for all
schools.

Recommendation No. 12

Tne AA/LAC should comnunicate his concern to the
Mission Director in Jamaica that appropriate manage-
rial and monitoring practices be put in place to
ensure that AlD-financed projects are carried out
properly and that proper procedures are followed.

Recomendation No. 13

The AA/SER examine the provisions of the applicable
AID Handbooks (No. 1, Supplement B and No. 15) and
clarify them in respect to the need for prospective,
rather than retroactive, approvals for normally
ineligible comnodity transactions.
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APPENDIX A
Page 3 of 3

Recormendation No. 14

USAID/Jamaica should take steps to assure that the
GOJ complies with the marking requirements in the

loan agreement.



LIST OF RECIPIENTS

Assistant Administrator - Bureau for Latin America

and the Caribbean (AA/LAC),
Mission Director, USAID/Jamaica

Director, - Office of Legislative Affairs (LEG)

Assistant to the Administrator for Management (AA/M)

Office of Financial Management - (M/FM/ASD)

Deputy Assistant to the Administrator for Management (M/DAA/SER)

General Counsel (GC)

Audit Liaison Office (LAC/DP)
Director, (OPA)

DS/DIU/DI

PPC/E

Office of the Inspector General (IG/W)

1G/PPP

IG/EMS

AIG/1I

RIG/A/Washington
RIG/A/Abidjan

RIG/A/Cairo

RIG/A/Manila

RIG/A/Karachi

RIG/A/Nairobi

RIG/A/NE, New Delhi Residency
RIG/A/LA, Panama Residency
RIG/A/LA, La Paz Residency
GAO, Latin America Branch, Panama
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