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1A :THE rILES 

PAnald Curtis, RD 
Pobert P. Ilathia, CD 

Peview of Loan 522-L-021 - Wrap-up 

IlfTPODUCTIOIN 

we otand regardingThis review was undertaken to determine whero 

irpl~teintation of Loan 021. In particular thoso areas related to 

t-chnical ansistance, training and accounting were examined. 
A
 

cloni look at the BIr's accounting and reporting systems was 
made
 

In anticipation of the requirements that will be placed on them
 

during execution of the new loans (Ag. Sector and Rural 
Reconstruction). 

I* Technical Aaittance
 

grain handling,

Lonn 021 called for technical ansiotanco in four areas: 


cost accounting. The work
rrr'rliigr enginrnering, grain marketing and 

in each of the first three areas requires a short-term
contnrplated 
The fourth area requires
contract with possible follow up visits. 


the services of an auditing firm.
 

a. Accounting
 

tarnick and M4itchell (Pim1) was contracted
Ti..duditing firm of Peat, 

technical ansitaance to reovtew and make recornmlendatioato"provide the 
Division of

for Improving the co3t accounting oyotem of tho Ceroala 


tho. mIjir. The report has been completed buv payment hal not ))en
 
is awaiting the completion of


reju.ited from A.I.D. Implementation 
a companion study dicussed below. 

b. Crain Handling and Redei1.n Ep',incer
 

lirold Strykr, a grain expert provided by ROCAP 
through a PAGA
 

the wIr hive agreed in principal on 
Arrcn,,,ent writh the USDA, and 

for tvro of the arnas mentioned 
a cnitract. lie would fill p'onitio.in 

in wellph-',v,?-rin handling an,! redealgn engineering. Hr Striyker 

tanke Involved.
qrv'.1find to handle the 

in thin field So available in Honduras. lie 
At present onother expert 

of the Canadian team that did the marketing study for 
wmi a member 

is taking up renidoncy in Honduras. Contact with the PHr 
CSI'E and who 
has been made. lie will be submitting a proposal to the Dank. 
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c6 finrketi~ng Expert
 

The 11inqion notified the Bwlr that another Canadian who Is a marketing 
eer't was available in Honduras. The Bnu interviewed the 
candidate and decided not to contract him because of a disagreement 
over his fee. 

d. Training 

An of the date of this review the BNr han not initiated the traininR 
prorrrm called for under Loan 021, A.I.D. has approved a training 
plan presented by the BNr to moat Conditionn Precedent found in 
renction 3.011 of the Loan Agreement. The mir winhes to hold to this 
plan. Ilowver, It doen not want to implement the plan until the 
e,)Ifpment for the rural attti.-n. (presently on order) is installed. 
Adjuitments in the timing of the training plan will have to be made 
due to late equipment delivery. A description of traininq courses 
available in Argentina was given to the BNr for possible future 
consideration. 

II. ACCOUIITING SYSTEMS 

The. Canital Asoistance Paper for L-021 rocopnized the wenknesses of 
the. accounting s'otem employed by the Bmr. For thin reason one of 
then Con~litions of the Loan won that the flNF would commission a 
ntudy that would review the accounting, system of the Cereals Division 
nd make recommendations for improvement. Thin study, completed by
 
PII ii preosntly under review by Pnu off.i.aln. We were told 
rmpecf,?,]J.y that the final implemnntntion of the ntudy h,1d to await 
the. cotpletion of a companion study for the Credit fivinion of the 
Slnnk nlno carrieed out by Pit and npparently founded by IDD. Part of 
the rilay was also attributed to the inability of the present 
computerl,.ed system to absorb more work. 

The prenent system, a3 we understand it, in not capable of hrenking 
,1,wn co, t components of processing, trnnportation, and maiia.ement 
of the operation. Apart from this, there are serious questions as 
to the ability of the system to make estimates of the quantity and 
value of inventories. 

Ill. PPORTING GYSTCH 

a, II1TCE .AL 

Thenre nre two reports which documents activities of the Cereals 
I)ivi:,ion. One Is produced by the dentral Accountin. Department 
and the other in submitted by managers of the various stornee and 
collection facilities.
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1hn.rnport prlpnrrd by the ce iI:v',l Accounting DoIpartiiont In bnnnd 
on information obtained from fotr forms. These formin record the
 
p'rchnsn and sale of grain by the BNF and the transfer of grain

within the 
IIr between the vnrious storage and procensInr facilities,

(Sne attached examples). Thin information in mechanically procesed

ind n monthly report is produced by computer. The report in a
 
running account of graIn purchases, grain sales and grain transfers
 
nti Includes quantity value. has n closinF date of a
and It (end 
riven month) but no beginning. Included in the report Is the 
inventory of each col]nctionntorag facility and a summary of the
 
entire syntem, 
It in this report which provided the information
 
for the first two monthly reports submitted to the USAID that are
 
discussed below (sue attachments 6 and 7).
 

The rqport prepared by the manaRers of the collection/storape

fncilities (see Attachment 5) in submitted weekly and audited using
the report described above. This report is not machine processed
 
or stored,
 

b. PREPORTINlG REQUIREMENTS rOR L-021 

Accordin, to the terms of Implementation Letter No. 1, tht PNr is 
to nubmit monthly, quarter.y, and annual reports to the USAID.
 
Ih firnt monthl.y report wan received in December, 19741, for the 
pnrlod ending November 30, 1974. A report for the period ending

Pccnmher 31, 1974, was received in January. These reports purpot 
to give an account of stocks nnd value of stocks.
 

During a nesiion with the manngement of the Ceroals Divin{on and -the 
Accounting Deprtment, we recnivel and explanation an to how the 
report is gennrateI. The primary norin of Information in the 
running computerized report discunned sbove. To arrive at the net 
flgigre for ntockn (the name procedure Ii etriloyLd to entimatn valnn) 
the qunntity sold and the quantity atipi~ated an ".hternnl transreprq" 
nre nd,le or anubtrnctfid from gross purchanen. We failed to uiil 'stand 
'th7 trannfers enter into a calculation that is supponed to provide
tntnl Inventory amounts but did not feel that intennive questionirng 
niuld take place at that time. In the report nubmitted to the 
USAID transfers are not shown. 

Valuation of the Inventory, is not clear. In the November report
price iined anda constant was to vnlue salen, purchaies invontories. 

In the December report the unit value of nalos, purchases and 
inventories varied, For example, milled rice was valued at L 41.46 



ror purchases, the unit sale price was L 33.03 and the inventory 
van valued at L 35.00. One cai only speculAti on'the-reasons 'far 
these differences, especially in light of the fact that the 
Ilovembor report used constant unit prices. 

IV. COIiCLUSIOIS AiD RECOINIENDATIOI4S 

Ili. content of this memo was dincussed by the authors with the USAID 
Controller. We concluded that the managora of the Grain 
Stabilization rund are not receiving the necessary information to 
efficiently manage the fund.
 

It* believe that the flank, through the cervices of P.111 vill improve 
or change the present accounting syatem. flowver, iio do not know 
iihnn this change will take place or if the system proposed in the 
riI study will correct the deficiencies in the present systam. An 
additional factor Is whethor Dank porcounel have the necessary 
skills to install the system described by PHU1. 

lie also concluded that the Dank with its prosont accounting system 
could not provide the reports as described in Section IV-E-'2, of
 
Iriplementation lie. le 

The Important role the Bank plays in our prenent and future 
profrortming requires that it have an efficient oystem for maaging 
financinal renources. The P111 study in a ntop in the right directions 
Ilwovorg the delayo in the implementation of the new accounting 
.n',ntein and the current reporting requiromento for active loans 
rQrluc!r the ability of Ilinsion personnel to judge the performance 
of the Dank. Ile cannot msake nuglscations on Improving the reports 
Without nyre information onl what is foanible. Likewise, we do not 
know If the PIN1 study will fulfill future data needs. 

Ile propo.ie that the Ilisnion request the TDY assaitance of a financial 
analyst from POCAP to review the present accounting cyntcm, design 
a now reporting system for L-021 based on that review, evaluate
 
the Imjposed RIM design, and make necessary roccmmendations.
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