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Overall, progress has been made to improve the 
institutional capability of the NCPC and the 
RCPCs. Most of the technical assistance has been 
provided, and a majority of the prcocurement has 
taken place. Crop protection activities were 
starting to take place. Progress was also made in 
the participant training program but the lack of 
qualified participants for the MS program resulted 
in reprogramming funds frcm the MS training to 
technical training under a Diploma Course. The 
Project Activity Completion Date (PACD) has been 
changed twice. Once from September 30, 1982 to 
September 30, 1983; and recently to September 30, 
1984. Both extensions were granted to allow more 
time for the recruitment and traininig of the PhD 
participants. Efficiency and effectiveness of 
project management, however, was hampered by poor
 
coordination, questionable procurement practices,
 
lack of controls over commodities procured,
 
questionable need for and use of equipment, and a
 
breakdown of internal controls.
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EXECUTIVE SUMMARY
 

On January 13, 1978, the United States Government and the Government of
 
the Philippines (GOP) signed a $5 million project loan agreement for the
 
Crop Protection Project. The purpose of the loan was to assist the GOP
 
in the strengthening of the National Crop Protection Center (NCPC) and
 
the seven Regional Crop Protection Centers (RCPC) to research, test and
 
disseminate information on pest control techniques to Filipino farmers.
 
The loan budgeted $817,000 for technical assistance, $1,346,000 for
 
training and $2,837,000 for commodity procurement. The GOP was committed
 
to provide pesos (equivalent of about $5.6 million) to support the
 
program during this 5-year project.
 

The purpose of our audit was to evaluate the efficiency and effectiveness
 
of the management and implementation of the Crop Protection Project.
 

Overall, progress has been made to improve the institutional capability
 
of the NCPC and the RCPCs. Most of the technical assistance has been
 
provided, and a majority of the procurement has taken place. Crop
 
protection activities were starting to take place. Progress was also
 
made in the participant training program but the lack of qualified
 
participants for the MS program resulted in reprogramming funds from the
 
MS training to technical training under a Diplcma Course. The Project
 
Activity Completion Date (PACD) has been changed twice. Once from
 
September 30, 1982 to September 30, 1983; and recently to September 30,
 
1984. Both extensions were granted to allow more time for the
 
recruitment and training of the PhD participants. Efficiency and
 
effectiveness of project management, however, was hampered by poor
 
coordination, questionable procurement practices, Inck of controls over
 
commodities procured, qujstionable need for and uise of equipment, and a
 
breakdown of internal controls.
 

As of August 31, 1982, $2,956,362 in AID loan funds iad been disbursed.
 
Although some progress had been made in developing the capabilities of
 
the NCPC and the seven RCPCs, there needs to be moro conperation between
 
the NCPC and the Bureau of Plant Industry (BPI), the parent organization
 
of the Regional Crop Protection Centers. Little cooperation had taken
 
place between the two organizations prior to our audit (p. 5). One of
 
the major constraints of the project has been the poor coordination
 
between the NCPC and the RCPCs. As a result, research programs were not
 
being coordinated; research results were not being transmitted from the
 
NCPC to the RCPCs, and there was little transmission of Crop Protection
 
technology to the farmers resulting iirom the Crop Protection Project. We
 
are recommending that a workable Memorandum of Understanding, to include
 
the BPI and NCPC, be obtained (p. 7).
 

There was a wide dLI.parity between the amount of equipment received by 
the RCPCs and the ,icunt stated ii, the Project f-ap, and Project Loan 



Agreement. When we inspected NCPC rece.pts for equipment delivered to
 
the RCPCs, the total dollar value of the equipment was about $160,000.
 
We noted that the signed receipts did not include the 12 project vehicles
 
which the NCPC said wer;e delivered to the FCPCs.. However, even if the
 
value of the vehicles and two airboats (not yet delivered) were included
 
in the computation, the total value of equipment transferred would be
 
about $350,000...well short or the target figure of $775,000.
 

During the course of our audit, we were presented with four separate
 
lists of equipment delivered to the RCPCs. The four listings are
 
inconsistent and individually incomplete. We crossmatched commodity
 
types in each list and the Project Paper and found very little
 
correlation among the lists.
 

Some equipment was unopened, unused for almost two years at the time of
 
the audit; other equipment could not be used because necessary
 
accessories were not available; and, several items (an AB Dick Scanning
 
Machine and a heamacytometer) had not been used because nobody at the
 
RCPC knew how to use them and did not believe they were needed for the
 
project. As of August 31, 1982, $621,191 was programmed for additional
 
equipment procurement. We are recommending that the USAID suspend all
 
further procurement until equipment requirements are assessed (p. 10).
 

A breakdown of internal controls at both USAID and at the NCPC resulted
 
in a number of problems with project management and procurement. As of
 
August 31, 1982, USAID had committed $2.2 million for the procurement of
 
project commodities, however, we were unable to verify the integrity of
 
the majority of the procurement because supporting documentation was not
 
available at either USAID or the NCPC (p. 10). We found evidence that
 
NCPC had been elimin3ting hidders without notifying USAID/Philippines
 
(p. 11). In one case where sufficient documentation was available (for
 
the local procurement nf two microcomputer systems), we found evidencp of
 
alterations of quotes and other noncompetitive actions (p. 12). After
 
these situations were brought to the attention of cognizant USAID
 
officials, they initiated actions immediately, with some tangible 
progress. We are iecommending that the USAID review the $2.2 million of 
procurement, including bidding, awarding, and commodity selection 
procedures and recover the costs of commoditirs not procured for 
identifiable project purposes and in accordance with applicable 
regulations (p. 12). 

In view of these situatiois, IG offices are continuing a focused review
 
of procurement problems associated with this projuct as this report is
 
being published.
 

Routine project manuijL.umnt activities were not being followed. After 
instructing the NcIC: I.o review Ire'qht payments for project prucurement, 
USAID received sh,I rwj reports id iitif'ing $14,645.H!0 in ineligible 
freight charges. , ';vur, the its were filed, amii no action was 
taken to reclaim tr, payments toi: J.irlibie chaigc2 y;p. 7, 15). We are 
recommending recuvt y be made (p. 16). 

ii.
 



A photocopy machirte pr cured under invitt:n tor Bid (1FB) No. 1 was 
ineligible for AID financing under the i.-: t.-ims. NCFC offir'iJs could 
not provide us with documentation supportirq cvor ' 7 millio.. in 
procurement under IFB No. 1; accordingly, we could not determine the
 
cause(s) for non-detection of this ineligible purchase under procedures
 
followed. We are recommending that the USAID review commodity
 
procurement under YFB No. 1 and recover the costs of procurements from
 
ineligible sources (P,.15).
 

No questions were raised when consultants ,'hrnil:t.ed vouchers billing AID 
for undocumented work on weekends. While the average month has 22
 
workdays, the billing,, requested payments for 30 to 31 days per month.
 
We are recommending recovery of any payments to consultants for time not
 
worked (p. 17).
 

USAID received no final accounting on a technical assistance contract
 
(over a year after contract termination date), yot our review showed
 
there was a potential $26,670.00 overpayment on this contract. We are
 
recommending a ',;inal accounting be obtained and any funds in excess of
 
actual authorized expenditures be recovered (p. 19).
 

Improvements in management controls over project commodities and vehicles
 
are needed. Commodities account for over 50 percent if project funding,
 
yet adequate controls are not being exercised over the receipt and
 
distribution of project commodities at the NUPC. Receiving reports 
compiled under procedures in-place were inaccurate, and some commodities
 
listed on the receiving report could not be located. Written records of
 
equipment locations were not maintained. We are recommending that USAID
 
require the NCPC to establish and maintain proper records to account for
 
receipts and control locations aqd inventorie! and to store project
 
commodities in secure locatioiis. Improved controls over vehicles is also
 
recormendod (pp. 22-23). 

In all we made Ii recommendations t', U5[UDifh:i1ipjli.Ies to correct the 
problems noted in this report. A draft of the audit reportcias presented 
to USAID/Philippines and the USAIP'_, commer,ts have been considered herein. 

Iii.
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BACKGROUNO AND SCOPE
 

Background
 

The FAO estimated that insects, vwrtebrates, plant diseases, weeds,
 
nematodes and mites accounted for infield crop losses amounting to a 35
 
percent reduction in potential crop yields in Southeast Asia. The yearly
 
projected losses (1976) in terms of the combined food and commercial crop
 
production for the Philippines was P 7.3 billion (U.S.$l billion) during
 
the same period. This loss equaled nbout 1/3 of the Philippine National
 
Budget. The Philippine Government was awar,: of1the need for improved
 
pest management sy,,tems, for the country'- FYrwers, and on May 19, 1976, 
Presidential Decuee No. '336 was !gned, Lstablishirng a National Crop 
Protection Center (rJCPC) wi-thin the College of Agri.culture, University of 
the Philippines at Los Banos, and seven Regional Lrop Protection Centers
 
(RCPC) within the Bureau of Plant Industry (BPI). The functions of the
 
NCPC were:
 

To undertake problem analyses, developmental research and the
 
necessary planning required to develop crop protection systems
 
against pests of major economic crops.
 

To develop and implement manpower training programs designed to 
upgrade the pool of manpower rMoLqrcd to fieet the complex pest 
control needs of the country. 

To undertake information exchange and extension to provide 
farmers and the public with coordinated information about the 
varied facets of pest control and to emphasize the urgent need 
for safe and effective pest: control practices. 

To establish ade,A,.,ate linkage hetwFeon re-:cvrch and operational 
phases at the farm level in order to ensuic that the changing 
research needs of operational ativities were met and that 
operational activities were based on the most recent and 
applicable research findings. 

To provide scientific advice to rjovernmerit pl.-inners for the 
formulation of policies and regUatory programs necesary for 
dealing with the complex pest control tfelhnnlngies essential for 
the protection of' crops. 

The functions oF the Hegional Crop Protection Cunters were the same as 
those of the NCPC, except that the emphasis wa., to te placud on applied 
research for the region, demonstrations and fit Id extension work. As 
decreed, the location; of the RCPCs are as foll,,w: I) Dingras, Ilocos 
Norte; 2) Kinoz, ,,jevaEcija; 3) Pill, Camri,., .jr; 1i)Palo, Leyte; 
5) Iloilo City; H,)trlayba.ay, wkiJnon; a-,d 7) l'iciong, Sultan Kudaiat. 

On January 13, ,hu ii!Led .i.. ' l. J the Government of 
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the Philippines (GOl) z'.*;,u a ,i..P iua for thej m5 FuJet;L agreement 
Crop Protection Project The p-pose of '-in 1r..s to assist the GOP 
in the strengthening of the tKtional Cl-op Pmnl..ion Center and the seven 
Regional Crop Protection Centers to researrh, test and disseminate 
information on pest control techniques to Filipino farmers. The loan 
funds were to be used for three major components listed below. The 
budget was revised to pay for increased costs in the Participant Training 
component. 

Planned Revised
 
Budget Budget
-

Technical Assistance $ 817,000 $ 500,000 
Training: I, 45,U(0 1,665,000 

MS & PhD Specialists $1,313,000 
Support for Conferences 33,000 

Commodities: 2,837,000 2,835,000 
NCPC & 4 RCPCs 2,479,531 
3 RCPCs 357,469 

$5,000,000 $5,000,000 

The GOP was to provide funds for the construction of the main NCPC
 
training and research building and facilities at the seven RCPCs. Funds
 
for the operation and maintenance of these facilities were also to be
 
provided by the GOP. in addition the GOP agreed to supply the necessary
 
number of participants for training. Until training is completed, the GOP
 
was to provide scientists and other professionals to the NCPC on an
 
interim basis.
 

The Loan Agreement states that by the end of the project (initially
 
September 30, 1982), the NCPC and tht; seven I{tPCs wuuld be fully organized 
and have complete physical facilities; core staff ot' Lraining and research 
personnel will have copleteu formal academic, tr, ining; -onperattve and 
collaborative working relationships will be established between research, 
extension, the pesticide distribution system and government policymaking 
organizations and the Centers; the NCPC staff will be actively engaged in 
training extension technicians and key farmers in latest pest management 
practices; and the NCPC staHf will be actively engaged in,conducting 
priority research according to the short and long term protection needs of 
the country.
 

Scope of hudit 

This was our first audit of the Project. The purpose of the audit was to
 
evaluate the efficiency and effectiveness of the implementation of the
 
Crop Protection Project.
 

The audit covered ,ju:t. uctivitie,. fIoin its hc(gioiiqJ, on January 13, 
1978, through Octob.:2 .'1, 1982 and f-;roj.ct expuiditJ.; through f'gust 31, 
1982. The wo,, in accordince,with I,r:r';review IIJde 1/ .iccepted auditing 
standards and compa, .d project accomplishments arj,ir't -tited 
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goals in the v -6r ) : Lev. We reviewed 
project documernts ,,r,tal d at NCFC ajid UAI/Pilippines and discussed 
project progrs.s. [ of.ic s., , .hdse institutions and at 
BPI 	and an RCPC.
 

The results of our audit were discussed with USAiD/Philippines officials
 
at the exit conference and a draft of this report was submitted for review
 
and comment. USAID/Philippines comments were considered in tha
 
finalization of this report.
 

FINDINGS, CONCLUSIONS AND PECOMM;4ENDATIONS 

AN OVERALL ASSESSMENT U-- THE PROJECT 

The Project Loan ,mmer wa.; signed on Jariuur ii, 1918. The main 
purpose of the Project was to help establish a plur,L protection/pest 
control research, development and training sysLtm which would respond to 
the needs of small farmers. The AID loan was to provide $5 million to 
help build the infrastructire fur the Philippine Crop Protection System. 
USAID inputs were divided into three major components: (1)Technical 
Assistance; (2)Participant Training, and; (3) Commodity Procurement. The 
GOP was committed to provide the peso equivalent of $5,619,000 to support 
the crop protection program during the 5 year project. As of' August 31, 
1982, the Project funding status was: 

AID 	FUNDING GOP FUNDING 

Budgeted Expenditures .Budgeted Allotments 1/ 

Technical 
Assistance $ 500,000 $ 304,456 $ 172,000 $ -

Participant 
Training 1,665, JI 9.3i, 96J 3.5,000 -

Commodities ,, 0, 712, M6 -
Other - - b,412,000 -

Total $5,000CO0 T7,"56,72 $5 1 ,000 $ 75 

1/ GOP reports did rioL piovide a bre~kcuL il ut.ual e>pendiLures. 

The GOP funding was uSed for the f'ollowing project JinpuL: 

-- Construction of t.he main NCPC t raji nj aod ime..arch btLi]ding (still 
ongoing);
 

--	 Constr ct..i(in of' seven Reg.ional Ci'up Prtut Fion CulrLUs; 

--	 ProviJern of ilnmiii [peritLion and bodt -r NCPCun!e u dge( s' the 
and tI W s1 

--	 Prd'O .'.. ,I i, w r tr :; ,f. J[.,d4)oir i, I loproft!;tsi.olu staf'f, 
reqii i .,i ' ol U ? Cirop Protec t. i on C;r t .,rs for all research, 
trair~i ,(j ;ind uxter'; icri acLivi tlj- ; 
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-- Provision ol qjalifed perz;ovnel tj ,tal, the Centers. 

The Project Activity .onpleLi.o rht (FUt D) I,.. c,.hanged on two 
occasions. Once fn: ) emhe7 3.n, .108482 tn ,,ptemhc. 3n, 1983; and recently 
to September 30, 1984. Both extensions were granted to allow more time for 
the recruitment and training of the PhD participants.
 

Overall, progress has been made to improve the institutional capability of the
 
,PC and the RCPCs. Moat of the technical assistance has been orovided; the 
participant training component has been progressing very well; and a majority

of the procurement has taken place. Crop protection activities were starting 
to take place. For examole, m.PC has conducted 5 crop protection courses at
 
the Bulacan Farmers T:aT.-j CJ.rt:r; th;jCo, rcsli.I .m c- :periments have been 
published in the 1981 :t F'C i ,iual Rcport; in 1982 NCAIL had 56 ongoing research 
projects. However, the abilit? of the NCPC and the RC'Cs to work together in 
a cooperative Crop Protection Program has not been dercnstrated. In fact, 
there has beeri very little cooperation between the two organizations.
 

Technical Assistance 

The budgeted cost for technical assistance in the Project Paper was $817,000,
 
which was to provide 135 person/months of assistance to the project. The 
dollar amount planned for techricul assistncq was subsequently Leduced Lo 
$500,000, and total person/months committed as of August. 31, 1982, were 84. 
All of the areas of expertise mentioned in the Project Paper have been 
provided by the technical assistance Luafs. [he difference in person/months 
resulted from a reduction in time required for two long-term consultants. The 
technical assistance was provided under twu major contracts--one with the
 
International Rice Research Institute (IRRI) and the other with The Consortium 
for international Crop Protection (CICP).
 

Participant Trairing 

Participant Trainiig wa, one of the more succussful project components. As of 
August 31, 1982, 21 participarits were in the U.S. working on their PhDs. One 
has completed her coursewo<rk and is now working at NCPC. The GOP had some 
difficulty findini qua lifiCled carid.Idates, which cajused come delay in this 
component. The PACIJ ha;h, Is r2eu cv to Septemhbe i, 9614, In order to enable 
all of the PhD candidates Lo comr lute their dugre.es. 

m to 
sufficient number of ful ,l.if ied [),,[Licipants from th: it I ,," ' I.,ld not be 
found. Participants from tlva WCPCs could not mleet the IJi.'L H entrianrce 
requirements for the MS Muler. develupid a fbiploma Course 

Revisions had to be Ldc i-e S in-country tiainiij plLjrd ) because a 

1he NCPC and JP1 

in Crop Protection to taLr. :a)l the training nedJs Of 1CPC participants.
This 10 month course r,., i hIt'ic t-raining in ci li pIrntatotion techniques. 
The Diploma Course w, , rit I fi , nd was '..1 .onIbeh.,, very successful 
by Project official_, : .. vir, i , . Viuw of Lie i.jc't. files, we found 
no documentation ju, I i:., I e rn'1 ,(gr,,iin o1l( rI' Idj Lhe MS trainingnipi ( on to 
technical traininr . IJin A;,l, ,I%, Cro[o ., ; .Ji_. i t 
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As of August 31, 1982, the project ,linded LwO s-s':oniil of th Diploma Course, 
which trained a , ,f 33 pa ticip. .ts. UP 13continued t:o offer the Diploma 
Course on a regular basis and BPI has sent :JL L, L s Ul;urls to this course 
with its own Fur-,s. 

Because of these changes, out of the 50 MS graduates originally planned, only 
twenty participants have either completed or are in the process of obtaining
 
their MS degrees (6 have received degrees; 4 are writing their thesis- 7 are
 
doing course work; and, 3 are doing course work, but are no longer receiving
 
funds from the project).
 

Project Commodities 

The procurement and s.Jbseqlent contiol of projeret commodities has been the 
most troublesome component or the project. General NCPC and USAID 
administration over the bidding process was poor. A complete review of
 
commodity procurement action was not possible because neither NCPC nor the
 
USAID could provide much of the bid documentation.
 

We found a number of problems surroLnding the procurement, receipt and control
 

over project commodities, including:
 

-- Questionable bid selections 

-- Ineligible commodity procurement 

-- Payment of ineligible freight charges, and 

-- Poor controls over commodities at the NCPC. 

These problems are di cj,,sed in detfdl latr n thJ report. 

In view of its appaient sifjrificanc, the IC was cun. J!,ing the review of the 
procurement problems associated with ths project as this report is published.
 

NCPC/RCPC Coopeuition
 

One of the major con:;trairits of the Crop Prottx:tiun Pro jcL:t hidL bet-n the poor
coordination between the NCPC and the RCPCs. As a result, resc-irJ9( htprograms 
were not being coordinated; research results were not being transmitted from 
the NCPC to the RCPCs, and there was little transmission of" Crop Protection 
technology to ",G far!: i.,uLirig from thu Crop PiLul.uCLIL,,i I 

The Crop Protection CoordinaLirg Committee (CPCC) wu:, to be t.1L'r cuodinating 
body for research, training and administrative activilieas bi.twee;n rhe NC'PC and 
the RCPCs. The CPCM was also supposed to coordinaite the actil. i., of the 
NCPC/RCPC netwr< ,Lb other crop protectiorn proi-4,0iis, in the tlh.il-ippines, The 
Director ol' tie NYIi :,. well as th,,U UJID P[rojuct. Muaejq' told us Liat. the 
CPCC met only o , -i . n elfoIl, t.J t11Ar, Maide tL I. V, l. vatu 11 (.:cmmiLtee. 

time of' oti , cry 
and the RCPC's. t-,', NCPC and BF'l acknowledge lhis, fact, and their reasons 
At the it -w t.iere was 2 Ii ll- k ,, ,it;. i L) etwoe.n the NCPC 



for the lack of coo£s intlr, Nere 5m ar. T4 F.icctuor of NCPC stated that 
the staff of the RCPC'K were still being trained, and that they were not 
prepared to coop -ite yet. The Crop ?rotectrn (Coordinator for the RCPCs 
believed that NCPC was not fully developed to undertake cooperative efforts.
 
However, each of the above organizations maintained that they themselves were 
capable and prepared for cooperation.
 

As far back as 1976, the division of authority, between the UPLB and BPI, was
 
a major concern of project planners. in fact when AID/W received the Project
 
Review Paper on Pest Control, USAID was told that memorandum of agreements
 
should be completed prior to the finalization of the Project Paper and that
 
their texts and a full discussion of their significance should be included. 
The Project Paper only co"itained the text of :, iaaftL msmorandum of 
understanding between Ji .' and BPI. 

The Project Authorization, dated August 19, 1977, stated that "Prior to 
execution of the Project Agreement, as authorized above, the Cooperating 
Country shall furnish in form and substance satisfactory to A.I.D., a signed 
copy of the Memorandum of Understanding between the National Protection Center 
(NCPC) and the Bureau of Plant Industry (WPI)." 

The Project Agreement was signed without a Memorandum of Understanding being 
completed or signed. However the Project Loan Agreement did require that the 
Memorandum of Understanding be signet as a condition precedent to the first 
disbursement under the Loan. The Loan Agreement was signed on January 13, 
1978, and the Memorandum of Understanding between BPI and UPLB was signed on 
May 8, 1978. This agreement has not led to much coordination and cooperation 
betwetn the NCPC and BPI.
 

A new Memorandum of Understanding has been circulated by NCPC since November 
1981. The new document provides fo7 Lhe joint participation of 4 additional 
organizations: The Phil ppin,-.,rman Crop Prutcctian Prugramme; The Philippine 
Council for Agriculture and Resources Resparch inrd Dvr1.npment (PCARRD); the 
Fertilizer and Pesticide \uuthcrity, Ministry of AgricultuL'e; and the 
Agricultural Research Office of the Ministry of Agriculture. 

The new Memorandum of Undlrstanding would do away with the Crop Protection 
Coordinating Committeu ard make NCPC responqible fnr coor Jinat ion. The 
Memorandum has been circ'iitirn foL about a year, ad (jiy one orr4n.ization 
had signed it. 

In October 1982, a CICP conscitant was attempting to start a joen N'PC/RCPC 
experiment. Although the RUF:C we visited was .it:, :,. ed and w1Ii g to 
participate in the experim,;nt, no funding was r.va1.1abW L,f cl ,/cuoperative 
experiments. The NCPC ha:d not hudgeted funds for joint experimnents either. 
After our visit to tL- r"'F' NCPC submi tted a Ir'tiirjl inquest to PCARkC) for 
the financing of the<,er' Iuirmuen; that the CIFP corn"; tain deve loped. 
USAID/Philippines ,ubuqi ernt ly i p'-ted that: t:hH I, is g for the jo int 
NCFC/RCPC experimet fhad buen providled. TIhis is the first joint research 
project to evolve. ,.'A[{i. ulsu st: :d Lhat ;1j otrm joiint experiments will 
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be funded by PCARRD. The proposed Memorandum of Understanding would make
 
PCARRD responsible for recommending the NCPC/RCPC budget for research
 
activities to the GOP Office of the Budget and Management. USAID expects that
 
PARRD-1nthe-discharge:f-its responsibities,-wi assure-GOP-funding-for.
 
NCPC/RCPC approved research.
 

In addition, the amount of.research information being provided to the RCPC's
 
was scant. The RCPC we visited had not received any of the training booklets
 
published by NCPC. Only one of the 3 issues of the NCPC "Crop Protection News
 
Letter" arrived at the RCPC. Since these materials are sent to BPI for
 
distribution to the RCPCs, this may be a distribution problem. However, the
 
net effect is still the same -- the RCPC is not benefiting from NCPC basic
 
research. NCPC has not kept BPI informed on research progress. When.NCPC
 
research Is stilirongoing, the BPI does not receive any research information
 
from NCPC activities. NCPC provides information to BPI only when individual
 
research projects are completed.
 

The key'to coordination had been an effective Memorandum of Understanding
 
between the NCPC and BPI. Because that original agreement, (an important
 
component of the project), is not effective, the project has no formal
 
mechanism for coordinating crop protection research activities.
 

Recommendation No. I 

USAID/Philippines obtain an acceptable and workable Memorandum of
 
Understanding which includes the NCPC and BPI, for the coordination of
 
the Crop Protection Program.
 

In responding to our draft report USAID/Philippines stated that it supports

the new Memorandum of Understanding because it involves all parties in the
 
Philippines concerned with crop research. In addition, the PCARRD's Crop

Research Division Director is a member of the Advisory Board which reviews
 
NCPC's research plans and priorities and has been instructed to give highest

priority to strengthening PCARRD/NCPC working relationships. In December,
 
1982 the Bureau of Plant Industries (BPI), the organization to which the RCPCs
 
are attached, became a member of PCARRD's research network. As such, USAID
 
expects improved research coordination between NCPC and RCPCs with PCARRD
 
serving as a "catalytic agent".
 

The current PCARRD/NCPC/RCPC working arrangement, plus the proposed overall
 
Memorandum of Understanding, will assign responsibility to PCARRD for
 
reviewing and recommending the NCPC/RCPC budget for research activities to the
 
GOP Office of the Budget and Management. USAID believes that this approach
 
represents a viable way to attain the desired objective.
 

Project Management
 

USAID management of the Crop Protection Project needs to be improved. Many of
 
the problems we found should have been detected and corrected earlier in the
 
project. Even whon problems were detected, USIAD did not follow-up with the
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NCPC at times. For example, USAID sent letterF t, rCPC requesting an 
accounting of freight charges, in order to idenLify ineligible payments for
 
shipping. NCPC supplied some shipping teports i.ih isted all shipping
 
payments. However, USAID filed the reports, ion:, of iiietifying ineligible 
payments and initiating fund recovery proceduics. Lack &f adequate monitoring 
and interral controls has raised questions about the integrity of the $2.2 
million in Project procurement. Documents were in the project files which 
clearly snowed discrepencies, yet the discreperncies wetre not acted upon. For 
example, submitted quotes did not match NCPC 'ummaries. In another case
 
voucher docu:,,entation showed that consultants were being paid for working 30 
and 31 days per month, which means they worked eveury dy of the month 
including Saturdays and Sundays. 
It appears that several :hangeovis if pro(e n,, cjrs to'wi.ributed Lo the 

management problem. Th- Pr,..'ject had three di.ff'ri'ert fnrino',er,r Fince 1980 and 
there was also a period, during which there was rflofficial project manager. 

Manager I 19-.,- Sept. 1980 
No Official Manager Spt. lij - Jn. 1)I1 
Manager II Jan. 1981 July 1982 
Manager II! July .982 -- Present 

lo sustain institutional memory through management chairngUovLus, USI]D should 
develop a Project Manager's Checklist to be used by project oifficers during 
implementation and ant chngeovers in project t Iii!:i. 1582,I,December 
the USAID Program Office requested all techjcal olfices to review their 
projects to ensure that all conditions stipulated in the project agreements, 
implementation letters, and contracts, are being carried -rot. The USAID 
Controller issued a Project Review Checklist tc assist in these reviews. In 

light of these actions we have not made any recommendations on this subject. 

PROJECT PROCUREMENI 

-rocurement practices at NCPC need tc be improved. We l,)urd problems in a 
number of phases in the procurement cycle: (1) 1here was a siqnificant 
shortfall in both the quantity arid the value of (,I, o.ities that have been 
procured for the RCPCs. (2) We were unable Lo verify Lhe integrity of the 
majority of the procurement becaus)e supporti 'JAIK t lt io war; niot available 
at either NCPC or USAID/Phillppines. (3) I\monqj t Ao;iiv . i nn we, were able 
to locate, we found that r-iwqut.stionable proco rti.tiw.r ma de ;fIS 
ineligible commodity procurement; and freighL charges r iia Lu ineligible 
shippers. 

ConmiodlLies istrihuted [CORCPCs 

1here was wioe it.y between the of eltlipif :41t. r'e(!c te 
RCPCs and the amount stated in the Projct Paper ,v! 'rojerL Loan A\reument. 
As far back as May 1980 in 1 et to h(.1[1 its 

a dis amount jv.( by 

2, , a t Lhe I Iu L , x,,r.ssed 
concern over wheth-.r the basic equipment needsrife oi 'I't> w()te bUi let. 
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In the May 2 letter, the Project Manager stateo tiat according to the Project 
Paper and the loan agr: enwnt, approximately $775,000 in project funds should
 
be used to procure equipment for the RCPCs. He requested that the NCPC and 
BPI submit a jointly prepared list of equipment which was to go to the RCPCs.
 
We found no evidence that USAID pursued the matter.
 

When we inspected NCPC receipts for equipment delivered to the RCPCs, the
 
total dollar value of the equipment was about $160,000. We noted that the
 
signed receipts did not include the 12 project vehicles which the NCPC said
 
were delivered to the RCPCs. However, even if the value of the vehicles and
 
two airboats (not yet delivered) were included in the compuation, the total
 
value of equipment transferred would be about $350,000...well short of the
 
target figure of $775,000.
 

During the course of our audit, we were presented with Four separate lists of
 
equipment delivered to the RCPCs:
 

A. NCPC Distribution of Commodities from the first procurement (IFB
 
ill). The list shows commodity distribution between the NCPC and
 
the RCPCs.
 

B. Invoices/receipts for equipment delivered to BPI.
 

C. BPI List of equipment distribution to individual RCPCs.
 

D. BPI List of Equipment for Delivery by NCPC 

The four listings are inconsistent and individually incomplete. We
 
crossmatched commodity types in each list and the Project Paper and found very
 
little coi.:(lation among the lists.
 

NCPC purchased more low cost items, such Ps beakers, Lest tubes and filters,
 
instead of the more expensive equipment, such as tooils for auto maintenance,
 
grinders, centrifuges, hand lenses, and tape recorders. In the one Ru-iC we
 
visited, they were supposed to receive teaching packages from NCPC which 
contain cassette tapes and slides. However, the RCPC had not been issued a
 
cassette tape player to use in its presentations, and the slide projector it
 
received was missing its lens.
 

We compared all four el the distribution listings comhin12td, against the 185 
line items in the Project Piper, and found that only 614 itzris (45 percent) in 
the Project Paper appeared in any of the 4 listings. Even wlhen commodity 
types specified in the Project Paper appeared in o,,e of the di.stribution 
.ists, the number of commodities delivered was usually less than the number, 
stipulated in the Project Papor.
 

Subsequent to our au.it-', USAID/Philippines recitur .x;WL.d aid received an 
accounting of equipmt-nt received i y HCPC and by thu FRCPCs. By February 1983 
the seven RCPC'o have received cornmuities wAlued ;,'. $356,194.03, not 
including bankiry id freight cha ii ':. 
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The problem of RCPC equipment needs was further highlighted when, at one of
 
the RCPCs, we found a significant amount of equipment not being used. A van
 
and pick-up truck were used infrequently because high gas consumption made the
 
vehicles too expensive to operate. The RCPC received 172 cases of glassware,
 
and filters, most of which were stacked in the storage room, unopened, for
 
almost 2 years. This same RCPC had received an AB Dick Scanning machine and a
 
Heamacytometer. No one at the RCPC knew how to use these machines and they
 
did not believe they were needed.
 

As of August 31, 1982, $621,191 was programmed for additional equipment
 
procurement. However, we believe that USAID/Philippines should insist that
 
the NCPC and BPI perform a needs assessment before any more equipment is
 
procured for this project.
 

Recommendation No. 2
 

USAID/Philippines suspend all further procurement for the Crop
 
Protection Project until it receives assurances that the equipment
 
needs of the RCPCs are met.
 

USAID informed us that no further procurements would be undertaken until a
 
needs assessment is completed. The Project Manager, in conjunction with NCPC
 
and BPI/RCPC is reviewing and assessing project commodity procurement in
 
relation to equipment currently considered as necessary to attain Project
 
objectives.
 

Procurement Procedures
 

As of August 31, 1982, the USAID had committed $2.2 million for the
 
procurement of project commodities. We were unable to verify the integrity of
 
the majority of procurement beca~se supporting documentation was not available
 
at either USAID or the NCPC. On the small amount of local procurement where
 
some documentation was available, we found discrepencies in documents as well
 
as noncompetitive procurement practices.
 

The NCPC was responsible for most of the procurement under AID Host Country
 
Procurement procedures. USAID/Philippines reviewed and approved all final
 
awards. As of August 31, 1982, procurement funds were committed as follows;
 

Invitation For Bid #1 $1,765,162
 
Invitation For Bid #2 404,244
 
Local Procurament 37,689
 

Total $2,206,774
 

The first Invitation for Bid (IFB 1) resulted in the procurement of $1,765,162
 
in commodities from 30 differeric suppliers. The NCPC Bid Awards Committee
 
made recommendations for award to USAID---most of which were approved.
 
Subsequent to the bid awards, USAID re-reviewed the Bid Smmary Sheets
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prepared by the [4CPC and discoverod a numbei Wf errors which were attributed 
to poor compilation of the bids into different lists. We were unable to 
review the award decisions in IFB 1 because neither USAID nor NCPC could
 
provide either the bid documents or the 5id Analysis Sheets.
 

At the time IFB 2 was issued, USAID Order No. 1431.2.1 required that project
 
officers follow a number of management procedures for assisting the GOP in bid
 
evaluation and awards. These requirements were not followed when USAID
 
handled IFB 2. Project officers were required to:
 

-- Attend commodity procurement bid openings 

-- Obtain a set of all bids submitted 

-- Conduct an independent evaluation od' the bids, and 

-- Request the GOP to prepare an evaluation summary in accordance with
 
Handbook 11. Documentation to accompany the GOP evaluation
 
includes: (a)an abstract of the bids; (b) a statement that the
 
contract will be identical to the terms in the IFB; and, (c) a
 
statement explaining the rejection of any low bids which were
 
determined to be non-responsive or the reasons for finding a firm
 
to be not responsible.
 

In IFB 2, one of the bidders had protested his disqualification from the bid
 
process. NCPC had ruled that the bidder did not satisfy the bid
 
requirements because it could not provide local support. What is disturbing
 
is the fact that the NCPC only submitted an abstract of 4 bidders to USAID
 
and the complaining bidder was not included in the abstract. NCPC was
 
withholding bids from AID review if it decided Lhat those bids did not meet
 
the requirements in IFB 2. USAID only became aware of the disqualification
 
after the bids were awarded. Had USAID been aware of the disqualification,
 
it might not have been in agreement with NCPC's interpretation of the bid
 
documentation.
 

We attempted to review the documentation for IFB 2, but USAID was unable to
 
locate the Bid Analysis Sheets submitted by NCPC. NCPC also had difficulty
 
locating all of the bid summaries, and could only provide summaries for two
 
of the three schedules (Schedules B and C). Since the Bid Analysis Sheets
 
provided to USAID are different from the NCPC Bid Summary Sheets, we could
 
not determine what information USAID received when it approved the NCPC bid
 
award recommendations. Therefore, of $2,169,406 in host country procurement
 
from IFBs i and 2, such documentation as available at either the NCPC or
 
USAID was inadequate to permit an audit of the bidding process.
 

After this situation was brought to the attention of cognizant USAID 
officials, they initiated actions immediately, with some tangible progress. 
They have agreed with the need to review the procurement under IFBs 1 and 2 
in view of the iiL.ficiency of documentation available for audit review and 
questions regardiri the integrity of the $2.2 million committed for 
procurement. Putidifig completion uf the USAID revie,, we are retaining the 
following recommentlation. 
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Recommendation No. 3
 

USAID/Philippines review the $2,206,774 of procurement including
 
bidding, awarding, and commodity selection procedures and recover the
 
costs of commcdities not procured for identifiable project purposes in
 
accordance with applicable USAID and AID regulations.
 

Local Procurement of Computers
 

We were able to obtain sufficient documentation to review NCPC's local
 
procurement of two Apple II Plus computers and accessories. Although some
 
documents were also missing in USAID files, this review led us to two basic
 
conclusions: (1) the procurement of the two computers was not related to the
 
project and should not have been approved; and (2) NCPC did not follow sound
 
procurement practices.
 

On September 18, 1981, the Director of NCPC sent USAID a letter request to
 
purchase an Apple II computer system and did not stipulate the quantity.
 
The NCPC request stated that, "In as ,xch as computers have today became
 
(sic) indispensable tools of research, business, and education, NCPC wishes
 
to purchase a microcomputer system to be used mainly for instruction
 
purposes at the university***The senior staff of the Agricultural Research
 
Center, UPLB Computer Service Unit and professors of the Departments of
 
Statistics and Mathematics will be the masin users of this proposed system in
 
connection with their computer programming courses***for undergraduate and
 
graduate majors. ***We believe that obtaining such a system in a university
 
environment as ours will be surely be a big boost expecially to the
 
instruction capabilities of our academic departments."
 

Based on this NCPC letter request, USAID approved the procurement of a micro
 
computer system. However, the letter request made no mention of how the
 

computers are related to the project, or how they would be used in the
 

project. NCPC already had a computer (procured under fFB 1) which was
 
capable of handling most of its research analysis, and UPLB already had
 
Apple computers in its Computer Center. When we inspected the Apple
 
Computers purchased under the Project, they were installed in a room with 8
 
other Apple computers. We do not believe that the procurement of the Apple
 
computer systems should have been approved because they are not being used
 
for project activities.
 

On October 7, 1981, USAID approved the procurement of a micro computer
 
system costing about $2,500, but cautioned the NCPC that competitive 
procurement practices must be followed. The Project Manager told the NCPC 
to irepare specifications and offer the procurement locally to ascertain the 
lowest responsible source. By letter dated November 12, 1981, NCPC informed 
the USAID that they needed two computers and furnished quotations from 
suppliers of Apple U computers. There is no evideiice that the NCPC 
solicited quotes from other than dealers ot Apple 11 cumputers although the 
USAID had instructud tlelm to obtain competitionin t,-, OcLober 7, 1981 
letter approving pwrti.,se of one mi, ro-computer. [4' 1, LLer dated November 
19, 1981, NCPC rerljreLec USAID concurrence for the p,:'chase of two Apple II 
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computers "... awardea to (Vndor C;)"'. In response, the USAID on December 
9, 1981, concurred with the "proposed purchasa" of two Apple II computers
 
but did not require additional justification for the second computer
 
system. We are making no specific recommendation here because IG offices
 
are currently reviewing procurement problems. However, we suggest the USAID
 
review this Apple II computer purchase to determine whether the NCPC
 
ccmplied with the October 7, 1981 letter approval by USAID requiring the
 
purchase be competitive.
 

The NCPC obtained quotes from three local computer firms and submitted a
 
Comparative Price sheet to USAID. In its cover letter for this submission,
 
NCPC stated that Vendor C had the lowest price. The cost of the computer
 
systems rose to $6,568 (P53,204) each. A review of the Comparative Price
 
sheet provided by NCPC and the actual quotes, revealb that the Comparative
 
Price sheet presented prices much lower than shown on the original quote
 
from the winning bidder (Vendor C). The prices listed on the Comparative
 
Price sheet for the other two companies (Vendors A and B) do agree Nith
 
their original quotes. The comparison shows that the original quote- from
 
Vendor C are the highest of all the prices submitted:
 

COMPARATIVE PRICE SUMMARY ORIGINAL QUOTE
 
Prepared by NCPC FROM VENDOR C
 

Vendor A Vendor B Vendor C
 

CPU(48K) P17,480.00 P16,606.00 P15,750.34 P17,603.33
 
Disk Drive w/
 
Controller 8,250.00 7,838.00 7,229.47 8,080.00
 

Disk Drive w/o
 
Controller 7,000.00 6,650.00 6,823.15 7,626.00
 

Monitor Color 13" 7,569.00 6,000.00 7,194.05 7,569.80
 
PASCAL Language
 
System 5,500.00 5,225.00 5,899.31 ** 

Printer (EPSON 
MP-80) 13,000.00 13,000.00 13,107.89 14,650.00
 
Total P58,799.00 P55,319.00 P56,004.21 P55,529.13
 
Less: Discount None (3%) 1 659.57 (5%) 2 800.21 None
 
Net Total PMt799.M 7--3 2'' P55,5=M 

** No Quote
 

An NCPC official told uis that Vendor C prices on the Comparative list were 
from an earlier quote, arid prices subsequently increased because of delays in 
procurement. The documentation does not bear thLu out. The NCPC then changed 
the configuration of options, ordered some items not originally quoted by the 
other firms, and reque,ted two N)[)le computer sy ,l:Iiims costing P112,593.86 
($13,798.27).
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The Comparative Price Summary listed a 13"Color Monitor, while NCPC actually
 
procured a 12" Black and White Monitor. Instead of the PASCAL Language System
 
shown on the comparison sheet, the NCPC purchased a Parallel Interface. USAID
 
had in its posession the original quotes, the NCPC Comparative Price Summary,
 
and the NCPC purchase order. A comparison of these documents should have
 
easily shown that there were discrepencies in the NCPC presentation. Yet,
 
USAID approved the purchase order with different equipment and higher prices.
 
This indicates a total lack of internal controls . The following table 
presents an analysis of what was presented in the Comparative Price listing 
and what was actually purchased by NCPC. 

Comparative
 
Price Actually 

Summary Purchased Difference 

Apple II Plus (48K) P15,750.34 P17,603.33 P 1,852.99 
Disk Drive w/ Controller 7,229.47 8,080.00 850.53 
Disk Drive w/o Controller 6,823.15 7,626.00 802.85 
Monitor, Color 13" 7,194.05 - -

Monitor, Black & White 12" - 4,187.60 4,187.60 
PASCAL Language System 5,899.31 - -

Parallel Interface - 2,300.00 2,300.00 
Printer (EPSOM MP-80) 13,107.89 16,500.00 3,392.11 

Total P56,004,21 P56,296.93 

Less: 5% Discount 2,800.21 None 2 800.21
 
Net Total P53,204.00 P56,296.93 P6.86_.29
 

Since 2 units were purchased, the total price was P112,593.86 ($13,798.27).
 

In addition to the procurement not matching the Comparative Price Sheet, the
 
price paid for the EPSOM MP-80 printer was P1,850.01 above the quoted price. 
Vendor C quoted P14,650.00 per unit, while USAID paid 1-16,500.00. However the 
amount we questioned on this prorure.ment is P3T,372.5S. This amount is 
derived as follows:
 

Difi 'reiice between ComparaLive Price 
Sheet and Actual Purchase Puice P 6,898.48 

Items Purchased for which io 
competitive quotes were received 6,487.60 

Discount stated on Comparative 
Price sheet hut. nut in Original 
quote 2,60.21
 

Total per unit Pi6,1116.29 

2 unit- pur7,e:uL1 x P16,1L0 .> I ,/2.58 1/ 

' l 
of the trar~;ml or--December 1981. 
1/ $3,967. ;i,thu P1.16 $1.O0 exchange rat, in effect at the time 
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USAID/Philippines nas taken a number of actions in response to these audit
 
findings and our initial recommendations. On December 23, 1982, USAID advised
 
NCPC of the apparent irregularities in the micro-computer procurement and
 
requested either satisfactory clarification or repayment of the questioned
 
amount of P32,372.58. USAID/Philippines had given NCPC until February 18,
 
1983 to submit any further evidence which might refute the validity of th,
 
questioned amount. Since NCPC submitted no such evidence USAID on March 2,
 
1982 offset the P32,372.58 against a subsequent reimoursement claim from NCPC.
 

On December 15, 1982 USAID advised NCPC of a standard format for submission of
 
all future Bid Analysis Summaries by NCPC. USAID officials stated that no
 
additional procuremenLs would be approved which do not adhere to this format.
 

As part of the current USAID program of revamping and standardizing its file
 
system for all official project files, the Project Office, with assistance
 
from the Executive Office, was bringing files for this project up to standard
 
reojirements and will ensure that project procurement documentation is
 
properly maintained in accordance with Al) standards. In light of these
 
actions, and since the USAID has already recovered the amount questioned on
 
the computer procurement we have deletea our original recommendations on this.
 

Ineligible Commodity Procurement
 

In October 1980, NCPIC received a Gestetner 2010 photocopy machine which 
was purchased under Schedule F.3 of IFB I. The value recorded in the NCPC 
receiving listing was $1,893.84. This Gestetner machine was made in Denmark 
and is ineligible for loan financing. NCPC officials could not provide us 
with documentation on the first IFS. Without documentation, we could not 
determine how procurement of the Gestetner machine from an ineligible country, 
avoided being detected early in the procurement process. 

Recommendation No. 4 

USAID/Philippines (a) review the procLre1ent of" commodities from the 
supplier of tLhe Gestetner machinu under IFH 1, and (b) recover the cost 
of comioditie obtained from ineligible oujrces. 

USAID/Phillpplnes concurs with this recommendation and has instituted a search 
for the requisite dorumrLtat ion as part of its file updating process. Once 
obtained, the procurument papers for the subject photocopy machine will be 
reviewed to dutriidnii ru,,iponsibility for lix n.u[011iu.iL of tthU eruipment from an 
ineligible ortgin mid take appropriate action !ecjarding cost recovery. 

Ineligible ilhlj LharJes 

Some project c ,i. i,., were ,h1i ;)e(i by non1-94l ijij did Phtiippine flag 
vessels. 1he fitfii ,iI ajes rom thu,,u shtll mie it., were Ineligible for AID 
financing. tUWf', IAll) paid ( I , ieighlit (;fhdL(t<l through a Letter of 
Commitment.
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On April 7, 1980, AID issued a $1,644,000 Letter orf Commitment to the Bank of
 
America in order to purchase project commodities from 24 suppliers.
 
Subsequent amendments increased the L/COM value to $1,165,162 and the number
 
of suppliers to 30. The L/COM restricted charges for transportation and
 
insurance premiums to merchants from AID Geographic Code 941
 
countries...excluding the cooperating country. On September 16, 1980 the
 
Project Manager notified hoCPC that shipments were being made on Philippine
 
vessels, and that the L/COM excluded payments for shipments made by vessels
 
from the cooperating country. Ha instructed the NCPC to have the applicant
 
bank, Philippine National Bank, notify the Bank of America to amend all of the
 
Letters of Credit under the L/COM to conform with thti provisions of the
 
L/COM. He also requested NCPC to review all i.etters of Credit and frcight
 
payments to determine the extent of the problem.
 

NCPC prepared shipping reports for all shipmUnts made between June 1980 and
 
February 1981. The reports showed that shipments were being made un non-941
 
flag vessels as well as Philippine flag vessels. A summary follows:
 

Njmber 
Shipments 

of Vessel 
Registry 

Total Freight 
& insurance 

Paid by 
Loan 

I 
3 
4 

Germany 
Denmark 
Philippines 

$ 2,784.60 
1,920.94 
9t940.29 

$ 186.00 
850.80 

9 940.29 

8 $14,645.83 $10,977.09
 

The shipping rtports were provided to USAID. However, the reports were filed,
 
and no action was taken to reclaim any paymunts for freight charges to 
ineligible shippers.
 

We asked NCPC why the freight Lotals for siiptnents by Hie (Jerman and Danish 
vessels were different than the amounts attribtited to the loan. We were told 
that the letters of credit did not cover tLhe total Lo,t, and the suppliers 
shipped the commodities and billed NCPC f'or tih difference. uSAID/Philippines 
should review all freight charges made under Ib I to determine the value of 
freight payments made to ineligible shippers. 

kt.cotnenda t i on No.- i 

ULAI0/11W lippiri-, IuCovtr all ineligiqible f'e.i , I chijrqes paid to 
shippers throu.gh1 thU, L.Ltei of' Corrvni O.rnt fur 1113 1. 

UhL t c it ,, theUSAID conciir, with i t:ommur(,itton :iand hc, ,td ind zieruIved 
necessary d(uctuvririt.it ifri Iri, tu O it.l (l Ineligible.L'P" (J'ternirlet ' it. tioe 
charges tLhit. wer, rpjil i 10m loan Ikioi,,. U i' dated JanuarydaLit:,lJoi 31, 
1983, UISAID recpit:,,a a,,istanice from AtID/Wa,.itit in i rrecovering these 
charges. 
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Technical Services Between NCPC and CICP
 

USAID has reimbursed NCPC for a host country technical assistance contract in
 
which consultants were paid for weekends. However, there is no evidence that
 
the consultants worked on the weekends.
 

Through a host country contract, the Consorti,,m for International Crop

Protection (CICP) provided technical assistance services to the NCPC. 
Several
 
short-term specialists were provided for a period of about 90 days each.

Vouchers show billings for consultants work totalling 30-31 days per month.
 
The average number of workdays in a month Is b,: 1 Our review of the NCPC
?2. 

voucher documentation showed that three specialJsts 
were paid between $125 and 
$150 per day during their stay in the Phil ippines. these rates were paid for 
weekends as well as weekdays. A schedule of' these weekend payments follows: 

Paid Days on
 
Specialist Weekends Daily fRate Total 

A 
B 
C 

18 
26 
31 

$125.00 
150.00 
145.00 

$ 2,250.00 
3,900.0 
4,495.00 

$i0,645.00
Plus: 10% Office Overhead 
 1,064.50
 

Total Payment for Weekends $11,709.50
 

We asked the Director of NCPC and the CICP Team Leader, (1) if the consultants 
were required to work on weekends;nnd (2)if'they actually did work on the
weekends. Both responded that no one was required to work on the weekends. 
The CICP Team Leader staled thaL rie believed suiri! of thiw consultants did work 
on a number of weekends, but tie could not reuall aniy specific dates. No time 
records were kept for the short-term consultants.
 

Recommendation No. 6 

USAD/Phillppines take the niecessayy steps to recover payments to 
consultants for days not worked.
 

USAID/Phil ippines concur-) wit Uii.; recoiiviundation. Accordingly, it requested
CICP's specific curt.i cal~lon as to weekend days and holiday,--, actually worked 
by the consultant rl hirigI tte performance of' t'! ir r(,I tr,'a ,s. Information has
also been requested a, to tLhe salary basis arid i,.lfd u,,ud for determining
each consultant's d(illy rate. Based on the do(u.,nt.iat ion recoved the
consultant and/or (ICP may be then required to piovide reing-j'rsement for any
ineligible claims.
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For the remaining sub-contract under the CICP/NCPC Contract, USAID has advised
 
CICP that vouchers to be submitted must bc acconpanied by a certification from
 
the Team Leader which will require maintenance of suitable records as to the
 
specific days that the consultant has worked.
 

Technical Services Between NCPC and IRRI
 

The project funded a $190,210 Technical Assistance Agreement between IRRI and 
NCPC. As of August 31, 1982, $173,260 has been paid for this technical 
service contract. It could not be determined whether NCPC benefited from the 
work performed under this contract. In addition, n, final accounting has been 
provided to USAID--although a year has passed rince the contract termination 
date. 

In August 1978 NCPC and IRRI entered into a sezvi g in which IRRIu,-eement 
would supply an agronomist from its own staff ta assist in assembling the 
results of agricultural research, on an interagencv basis and through Filipino 
counterparts into a more effective national rice extension and pest management 
program. The consultant spent most of his time working at IRRI and the 
Ministry of Agriculture to update specific technology packages on rice 
production. Although the work performed was not outside the scope of the 
contract, the agronomist had very little interaction with NCPC. 

The contract budgeted $190,210 for dollar expenditures. IRRI records showed
 
that $173,260 had been received from AID through May 1981. The final progress
 
payment ($16,950) had not been billed because no final report had been
 
submitted by IRRI (The contract stipulated that the final payment would be
 
made only upon submission of a final report on the agronomist's work). IRRI
 
officials told us that they had not received inquires about the final report
 
either from NCPC or USAID. The NCPC and USAID decided that a final report was
 
not needed and de-committed the final payout.
 

The contract stipulates that IRRI should keep accurate and systematic accounts
 
and records in respect to its services in such form and detail as clearly will
 
identify all relevant time charges and costs calculated on the basis of the
 
periods of time actually spent by the agronomisl in the services by the
 
Agreement. We found no calculation or documenLaLiuri of time spent on contract
 
services (no time cards, etc.).
 

AID was paying for a fixed price contract wiLhouL Diiving reviewed the
 
calculations used to establish the amount of the pro(lr,:!,s payments. We found 
no such analysis at JRRI, 4,PC or USAID. Sirre AID was to pay the progress 
payments even if no certificate of performance va,. issuied, AID had no way of 
assuring that anyorie was reviewing cost documents, or work performed by the 
agronomist. 

IRRI records only ,,,. corntrict u pes throuJgi, Apipii 1981. Expenses from 
April through (¢'.t iJ1,1981, the contract ,xpirat rndate, had neither been 
itemized nor cal- i, d. As of 11y r.I 30, ]'J] , tiu, Lttus of the IRRI 
contract was: 
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Amount receivud from USAID/Philippines $173,260.00 
IRRI Fecorded Expenses 146,589.95 
Difference $ 26,670.05 

As of October 31, 1982, USAID did not know the actual cost of the contract.
 
Since Section 7.05 of the Service Agreement lists specific items for which 
IRRI should be reimbursed, all funds paid to IRRI in excess of actual,
 
authorized expenses, should be recovered by USAID/Philippines.
 

Recommendation No. 7
 

USAID/Fi.Aippirns (0) request a fin.0 ' ::o, nt ng on the IRRI/NCPC 
Technical Services Aqreement; and (b) reco'et any funds from IRRI which 
were in excess of actual authorizel: expenses. 

USAID/Philippines concurs with the recommendation and has requested IRRI to
 

provide the required final accounting for the agreement. As of February 9, 
1983 IRRI has provided a voucher and accompanying documents which are
 
currently under review to determine proper actions.
 

HOST COUNTRY MANAGEMENT
 

The National Crop Protect-on Center is the implementing GOP agency for the 
Crop Protection Project. NCPC needs to improve its management of Project 
activities. Three areas of major concern center around (1) project 
reporting; (2) monitoring and evaluation of project activities; and (3)
 
control over project commodities.
 

Project Reporting Requirements
 

The NCPC has not been providing USAID with several reports required in the
 

Project Agreement. As a result, USAID has had to rely on informal contacts
 
to keep abreast of Project activities.
 

Section B.5(a) of the Project Loan AgreewerL Annex II, states that the 
Borrower will..."Furnish A.i.D. such information and reports relating to the 
Project and to this /-gr-cient as A.I.D. may reasonably request..." Page 11
 

of Implementation Letter No. i, lists three periodic reports the NCPC was
 

required to submit: (1) Quarterly Progress Reports; (2) Quarterly Shipping
 
Reports; and (3) Annual Reports
 

As of October 15, 1982--almost 5 years into the Project--oily one Quarterly 
Progress Report had been submitted; two shipping ruqurts were submitted 
covering shipmentF for 1980 and early 1981; and no annual reports were 
submitted which meet reporting requirements. Y',, fouirJ several documents in 
USAID files which indicated that NCPC was remirdh'd of its reportlinq 
requirements, but these reminder., appeared to have iiroduced little results. 
The NCPC has be,.n ,jubmitting iLs Annual Repti:rt 10, i.hu Public, to satisfy the 
AID annual report i(j requirement. However, this n' ;ort is not very timely 
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(the 1981 report was isued November 1, 1982) ano does not discuss the 
status of the various project components (technical assistance, commodity 
procurement and participant t:ra!ning). 

On December 3, 1982 USAID issued PIL No. 37 reminding NCPC of their
 
reporting responsibilities. On January 6, 1983 NCPC complied with the
 
reporting requirements by submitting (1) a Quarterly Progress Report for
 
October through December 1982, (2) a Shipping Report, and (3) the 1982
 
Project Annual Report, Because of these actions we are making no
 
recommendation.
 

Project Monitoring and Evaluations
 

The Project Pape: ciled for two special in-deptI cvaluations to be
 
conducted by independent consultants in 197) and 1981. These evaluations
 
were to assess the institutional aspects of' thu;Lj,.,t, such as policies,
 
quality of research and research personnel, quality of training and training
 
personnel, research and development management coordination of' activities at
 
the Centers with other agricultural programs. No ini-depth evaluations have
 
been made, as of October 31, 1982.
 

The Project has had only one outside review since is :,:cption in 1978.
 
The review was to assess the status of the project and provide
 
recommendations for strengthening the project and aces,]e:. iting
 
implementation. The report was completed in 1980 and corLained 24
 
recommendations. Some of the recommendations were implemented and others
 
were not. Among those recommendations not implemented at the time of our
 
audit were:
 

-- Activate the Crop Protection Coordination Committee; 

.,t up meetings with the NCPC Director and the IRRI agromomist to 
explore roles for the consultant in t:he toLal crop protection 
program; 

Allocate additional GOP funds for liaison and survey activities by
 
NCPC staff to establish cooperative research and survey potential
 
pest problems;
 

A critical need for improved comrrnicatios and coordination 
betwee *he NCPC and the RCPCs, particularly at the
 
adminisL-ator's level;
 

-- Meetings (J, o.itlee ]d beof the 14onitoring/EvaluatioJi .iuO, 
scheduled and called by the two Co-Ci7Kit-muri at agreed upon regular 
intervals; 

-- AID con,;.i:k,.r anot"ir (_..'sije evaluad, i,' the Loan Program in 
about r,yf:.r. 

Most of the abov ,:conai.ndatior . intify i.h!,) ..doressed in our audit 
report. 
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The Project waJ supposed to have three separate committees meeting on a 
regular basis to guide NCPC ind the RCPCr through implementation. The 
activities of these committees 4ere described in the NCPC.Project onitoring 
Plan and other GOP documents. At the time of the Evaluation, Project files 
indicated that these committees had the following number of meetings: 

NCPC Advisory Board I meeting in 1978
 
Crop Protection Monitoring/
 
Evaluation Committee I meeting in 1980
 

Crop Protection
 
Coordinating Committee None
 

After the evaluation, report was issued, USAID project files indicated that
 
the 2 committees met, but additional meetings have been infrequent or
 
non-existent. As a result, the Project has received sporadic and fragmented
 
input on planning, monitoring/evaluation, and coordination.
 

Recommendation No. 8
 

USAID/Philippines take steps to assure that all of the recommendations
 
in the 1980 project review have been adequately addressed.
 

Since our review USAID had considered the recommendations made in the review
 
report and was in the process of implementing those recommendations which
 
were still applicable.
 

Controls Over ProJect Commodities
 

The NCPC needs to improve its management over project commodities. Among
 
the problems we found were:
 

-- Poor controls over the receipt of project commodities 
-- Slow distribution of some project commodities 
-- No AID markings on commodities 
-- Unsecured storage and poor accountability of commodities 
-- Lack of an annUbl inventory count 

As of August 31, 1982, over $1.7 million worth of project commodities had
 
been procured, and another $1.1 million was targeted for commodity
 
procurement. Because commodities account for more than 50 percent of
 
Project funding, we believe that steps need to be taken to improve the
 
management and control over Project commodities.
 

Inadequate control is being exercised over the receipt and distribution of
 
project commodities at the NCPC. When commodities are delivered to the
 
NCPC, members of the Bid and Acceptance Committee compare the packing slips
 
to the items in thu boxes. The commodities are thon checked-off against a
 
copy of the Invitiltion For Bid (IFO) document. Tha usefulness of this
 
procedure is quostionable because: (1) not all I tens in the 1FB document 
were purchased; and (2)we found Items which hod boon delivered but were not 
marked in the 11B document as being delivered. 
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The same IFB document then served as the basis for an NCPC compilation of a 
receiving report. We also found inaccuracies i,, this listing. The listing 
did not include such items as a mini computer, a photocopy machine, and two 
airboats. 

NCPC officials were also unable to locate a number of conrodities listed on 
the receiving report. For example, NCPC officials were unable to show us 
several pieces of equipment, including microscopes, water distillers, an 
oscilloscope and analytical balances. We were told that the equipment was 
"...probably still in the boxes." No written records were maintained 
showing the locatinn of any of the eouirment we rene,;ted to see. 

Project commodities not in use were stored in three scparate locations. 
of these locations was in the hallway of the NCPC Laboratory Building. 

One 
No 

records were maintained to control the storage of commodities at these three
 
locations, and it would be difficult to detect con!iodity losses because NCPC
 
does not perform an annual inventory count.
 

Recommendation No. 9
 

USAID/Philippines require the NCPC to take measures to assure that
 
Project cotrnodities are: (a) properly accounted for upon receipt; (b)
 
stored in a secure location; and (c)controlled through the use of
 
locator cards and annual inventory counts.
 

USAID/Philippines has initiated actions on the above by notifying NCPC on 
Decewber ]5, 1982 that NCPC is required, by the terms of the project 
ayceement, to properly account for and control i.ill project procured 
commodites. USAID has received assurancu from the NCPC Director that NCPC 
is seeking assistance from F'CARRD in imFroviry Hlui r )verall commodities 
control program with part icular emphasis .. n t, uut., areas. 

In addition, NCPC also needs to improve controls uvor tLhe use of Project
vehicles. We identified a number of flaws in current NCPC vehicle control 
practices. Only one of the 14 NCPC project veiclerslhad markings 
identifying it ns an official GOP vehicle. None of tLhe vehicles had the AID 
"clasped-hand" emblem affixed. Proper identifJic.lton of' Projt!:ct vehicles 
would make it easier to detect nonofficial LAU, Wh,eqoeriLt Lo our review 
USAID verified that NCPC had marked all project. vtuhicls with the All) 
clasped-hand emblem. 

Only nine of the .14 Project vehi _Les were coritru]1,l . th1owt ,,,, 11it runtrols 
were minimal.. Driers are assigrn,,- to vuhicle,;, ;rid nist Iive in iipproved 
trip ticket prio to taking long trip. n, ;areia Althoti drivet, i t;dily 
assigned to only HIV velfriCe , UUy a] su dive ot li, roiuct Lvehir s. Short 
trips are not co id led and do r,"t reqruir .i, aothoviwtiori or a 
report on mlleap.t: Ir, yeul d, ptirpt, e ol trip, (if IV ' ir, t. i 00. 1hc fve 
vehicles which M t co rl rm: a',rri I ii'' I,s N('.''.,,of. l led i v.dij at 
These individual n rot have to .it fur . .,,i' their vehicles. 
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Without improved controls over the use of Proje. velic.es, there is a 
possibility that these vehicles could t used IL.eonproject purposes. For 
example, FCPC that Sunday, C Llevber 31 , 1982, all but one ofrecords show on 
the vehicles were supposed to be in the NCPC parking lot (one vehicle was on
 
approved offical business in Manila). However, we only-counted 9 project
 

. vehicles-in-the-NCPC-parkingot--at-noon on October-31-.NCPC-officials were 
not able to provide a satisfactory explanation for the 4 missing vehicles. 

USAID/Philippines has the responsibility to monitar project procurement to
 
assure that U.S.public funds are expended In acc%irtince with statutory and 
AID administrative requirements and that the services and commodities are 
being pj-cured, delivered and used propeiiy. , Li of the project loan 
agreement (Sect nT.5) states that the G-P will . "Maintain or cause to be 
maintained, in accordance with generally accepted accounting principles and 
practices consistently applied, books and records reluting to the Project
 
and to this Agreement, adequate to show, without limitation, the receipt and
 
use of goods and services acquired under the Loan."
 

We believe that USAID needs to work with the NCPC to improve controls over
 
the receipts and use of vehicles and other project commodities.
 

Recommendation No. 10
 

USAID/Philippines require the NCPC to improve controls over Project
 
vehicles, through better accountability of vehicle usage.
 

USAID responded to this recommendation by stating that NCPC, as an
 
organization of the University of the Philippines system (UPLB), has the
 
same vehicle control system as the University. USAID/Philippines considers
 
UPLB's current system to be adequate.
 

USAID is working with NCPC and UPLB to determine if the University control
 
system is being adhered to by NCPC. Once it is determined that the system
 
is being followed and used, the Project Officer will b.iodically check that
 
the system continues to be enrorced by NCPC and will recommend corrective
 
action, if and when appropriate, to both NCPC and UPLB.
 

We have retained this recommendation until assurances are received that an
 

effective vehicle control system is being implemented.
 

Airboats Not Delivered for 2 Years
 

Two airboats purchased with project funds, have not been delivered to the
 
RCPCs as stipulated in the Project Paper. The two boats, valued at $25,260 
each, were delivered to NCPC in October 1980. FPI has been frustrated in 
its attempts to gel: the boats delivered to the 1kC"PCs. The NCPC told BPI 
that the boats do not have the puoper papers to i)e moved to the RCPCs in 
Mindanao. When we aj.ked NCPC ui iFcials what was crnusing the delay, they
responded that [tie BIPI has not v iiw. by to p.i.ck- th, Lip. 
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We believe thaL , years is an inordinats amount of time for $50,000 in 
equipment to -ain idle because of pooi ":mm-ication and coordination 
between the 'CPC s'-d BPI. In a tropical -j:imat~e such as the Philippines, we 
believe ..t is quite possible that the boat engines may have suffered some 
rust damage by remaining unused for such a long period of time. USAID 
should take immediate action to assure that the two airboats are delivered 
to the intended RCPCs as soon as possible. Since our review, the Project 
Officer nas been working .;ith BPI and WCe NCFC to get the airboats 
transfered tc. ->, cro, but the transfer has !-iot yet taken place. 

Recomienda-ation No. 11
 

USA'[DtFhi1 .',pj.r.nes take steps to assure Lhe uLmely delivery of the two
 

airboats at Los U3-ncs to the intendeo RCPCs.
 

Commodity Markings
 

In addition to Project vehicle; i[ot being properly marked, the other project
 
commodities we inspected, both at the NCPC and at an RCPC, did not have the
 
AID clasped-hand emblem affixed, as required in the Loan Agreement.
 

Section B.8, Annex 11 of the Project Loan Agreement states that the Borrower 
should".. .mark goods Financed by A.I.D., as described in Project 
Implemendtiun Letters." Section VII oF Project Implementation Letter No. 1 
stated that "AID Handbook 11 coni.ains procedures for satisfying the 
requirement that AID-financed commoditie-. be marked with clasped-hand
 
emblem."
 

NCPC included Handbook 11 marking provisions in its contracts with
 

suppliers. These provisions made the suppliers responsible for assuring
 
that all commodities furnished would carry the official AID emblem(s). 
Despite these provisions, none of the Project commodities we inspected had 
the required AID emblems affixed. 

In a letter dated December 3, 1982, USAID/Pllippines reminded NCPC of the 
requirements for the marking ot all project ncun-expendable goods purchased 
under the loan. The Projuct brficer has verified Lhat proper labels have 
now been attached to project jrocured non-expendaole goods located at NCPC. 

He will verify that RCPCs have complied with these requirements during 
regular field monitoring acLivities. In view of these corrective actions by 
USAID, we did riot make any recummendations on commodity markings. 
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LIST OF REPORT RECOMMENDATIONS
 

Recommendation No. 1 

USAID/Philippines obtain an acceptable and workable Memorandum of
 
Understanding which includes the NCPC and BPI, for the coordination of
 
the Crop Protection Program.
 

Recommendation No. 2
 

USAID/Philippines 
Project until it 

suspend all further procurement 
receives assurances that the 

for 
equi

the Crop 
pment needs 

Protection 
of the 

RCPCS are met. 

Recommendation No. 3
 

USAID/Philippines review the $2,206,774 of procurement including bidding,
 
awarding, and commodity selection procedures and recover the costs of 
commodities nut procured for identifiable project purpose in accordance
 
with applicable USAID and AID regulations.
 

Recommendation N. 4
 

USAID/Philippines (a) review the procurement of commodities from the
 
supplier of the Gestetner machine under IFB 1, and (b) recover the cost 
of commodities obtained from ineligible sources.
 

Recommendation No. 5
 

USAID/Philippines recover all ineligible freight charges paid to shippers
 
through the Letter of Commitment fur IFB 1.
 

Recommendation No. 6
 

USAID/Philippines take the necessary steps to recover 'payments to
 
consultants for days not worked.
 

Recommendation No. 7
 

USAID/Philippines (a) request a final accounting on the IRRI/NCPC
 
Technical Services Agreement, and (b) recover any funds from IRRI which
 
were in excess of actual authorized expenses.
 

Recommendation No. 8
 

USAID/Philippirif.u take steps to as,,re that all of the recommendations in 
the 1980 projeiL rcview have been adequate.ly addressed. 

Recommendatioi,, K, 1 

USAID/Philipp:, .uuquire the h( :-1C to take :--1asures to assure that 
Project corn Viies a',,: (a) properly accounted for upon receipt; 
(b) stored in :,ecure loci; hun; and (c.) ,ontrolled through the use of 
locato-, cards I z, ,,il in .'L.n .,r,/ coun t. 
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Recommendation No. 10
 

USAID/Philippines require the NCPC to improve controls over the receipts
 
and use of vehicles and other project commodities.
 

Recommendation No. 11
 

USAID/Philippines take steps to assure the timely delivery of the two
 
airboats at Los Banos to the intended RCPCs.
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