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Paview of Loan 522-1~021 = Wrap-up

INTRODUCTION

Thia review was undertaken to determine whero we stand regarding
irplavantation of Loan 021, In particular tho3ze areas related to
terchnical aassistance, training and accounting were examined. A

cloaa look at the BUF's accounting and reporting systems was made

{n anticipation of the requircments that will be placed on them

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

I. Technical Assistance

Lnan 021 called for technical assistance in four arcas: grain handling,
redeaipe enpincering, grain marketing and cost accounting. The vork
contarplated in each of the firat threc arcas requires a short-terw
contract with possible follow up visits. The fourth area requires

the services of an auditing firm.

a. Aggounting

T.».duditing firm of Peat, Harwick and Hitchell (PlY) was contracted
to"provide the tcchnical anniantance to rov'ew and make rccommendations
for improving the co3at accounting cyutcm of tho Cerrals Diviolon of
the M.  The report has béen completed but paymont hag not bocen
requested from A.I.D. Implementation is awaiting the conpletion of

a companion study discusscd below.

b. GCrain Handling and Redesipn Enpincer

llarold Stryker, a grain expert provided by ROCAP throurh a FASA
Apreement with the USDA, and the DHE have agreod in principal on

o contract. lle would £111 positionn for tvo of the arens mentioned
phoavo-prain handling and redesipn enpinaering. Mr Stryker io woll
qualified to handle the tanks involved.

At present another expert in this ficld ic available in londuras. Ho
w11 a member of the Canadian team that did tho markoting study for
CSIE and who is taking up residoncy in llonduraas. Contact with the DNF
has boen made, le will be submitting a proposal to the Dank.
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¢, MNarketinp Lxpert

The Nianion notified thea BNF that another Canndian who is a marketing
axnert was available in Honduras, The BNF interviewed the

candidate and decided not to contract him because of a disapgreement
over his fee,

4. Training

Aa of the date of this review thn BNF has not initiated the trafning
prorrim called for under lLoan 021, A.I.D. has approved a training
nlan presented by the BNF to moet Conditions Precedent found in
Gnction 3.04 of the Loan Apreamont, Tho DBNF winhea to hold to thie
plan., llowaver, it doea not want to implamont the plan until the
equipment for the rural statisna (prosently on order) is installed,
Adjuatmentn in the timing of the training plan will have to be made
due  to late equipment delivery. A description of trainino courses
available in Arpentina was piven to tha BNF for poasible future
consideration.

IT. ACCOUNTING SYSTLMS

The Canital Asnistance Paper for L-021 racopnized the wenknesses of
the accounting svstem employed by the BNF., For this reason one of
the Con-ditions of the Loan was that the BNF would commission a

ntudy that would review the accountinem nystem of the Cercals Division
and make recommendationn for improvement. Thin study, completed by
Pi't {4 presently under roview by BNF offic ala, We ware told

repe: fadly that the final implemontation of the ntudy had to awalt
tha corplation of a companion study for tha Credit Divinfon of the
Rank nlaso carried out by MM and apparently founded by IDB, Part of
the dnlay was also attributed to the inability of the prasent
computerized syatem to absorb more work,

The prenent syatem, as we understand it, is not capable of breanking
down cout componantn of procesaing, transportation, and management
of the operation, Apart from this, thore are serious questions as
to the ability of the system to make estimates of the quantity and
vilua of inventories.

I1I. PLPORTING GYSTCH

a. INTEPIAL

There are two reports which documents activitins of the Cerealn
Nivinfon, One is produced by the dentral Accounting Dapartment
and the othor is submitted by managors of tho various storare and
collection facilities,


http:computerl,.ed

e

The raport prepared hy tha contral Accounting Dopartmont ia based

on information obtainad from four forma, Thesa forma rocord the
pirchane and eale of prain by the BNF and the transfer of grain
within the BUF baetwoan the various storape and processing facilities,
(Sne attached examples), This information is mechanically processed
and a monthly report is produced by computar. The report is a
runninp account of prain purchagen, prain sales and prain transfers
and {ncludes quantity and valua., Tt has a closing date (end of a
riven month) but no beginning. Included in the report is the
fnventory of each collaction/ntorage facility and a summary of the
entira synstem, It {s thia report which provided the information

for the firat two monthly reports submitted to the USAID that are
discusased below (mee attachmonts 6 and 7).

The report preparad by the manapers of tha collaction/storape
fancflities (see Attachment’ S) is submitted weekly and audited usiag
the report described abovea. This report is not machine processed
or stored,

b. PLEPORTING REQUIREMENTS FOR L-n21

According to the terms of Implementation Letter No. 1, the RNF s
to gubmit monthly, quarterly, and annual reports to the USAID.
The firat manthly report wan recaived in Dacember, 1974, for thae
period ending Hovember 30, 1974, A report for the period ending
Nocemher 31, 1974, was recafved in January. Thase raports purpat
to rive an account of stocks and value of stocks.

During 8 aesafon with tha manapement of tho Ceroals Divinion and the
Aceounting Department, we recnived and explanation an to how the
report {n penerated. The primary seursn of information in the
running computerized report diacusned ahove. To arrive at the net
firure for ntocka (tha nama procedurs is cmployud to eatimate value)
the quantity sold and the quantity atipulated as "ihternal transfors"
nre added or subotracted from pross purchagen. We failed to understand
uly tranafers enter into a calculation that is supponed to provide
totnl {nventory amounts but did not feel that intennive questioning
aliould take place at that time. In the report submitted to the
UGAID tranafers are not shown,

Valuation of the inventory, is not clear. Tn the November report

2 constant price was unad to value salen, purchases and invontorics,
In the December report the unit valuo of sales, purchases and
inventories varied. For examplo, milled rice was valued at L 41.up
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for purchaseca, the unit sale price was I 93,03 and the invontory
was valued at L 35.00. Ono can only speculatn on’ the' reasons!for
tlinge difforencen, especinlly in light of the fact that the
llovember report used constant unit prices.

IY¥. CONCLUSIONS AND RECOMHENDATIONS

Thn~ contont of this memo was diocussed by the authors with the USAID
Controller., He concluded that the managors of the Grain
Stabili{zation l'und are not receiving the necessary information to
efficiently manage the Fund.

fie balieve that the Bank, through tho services of PHH will improve
or chanre the present accounting oygtem. llowever, wo do not know
when this change will take place or if the syatem propescd in the
T study will correct tho deficiencies in tho present systom. An
additional factor is whethor BDank porconnel have the necessary
skills to inatall tho systom described by Plill.

Ve also concluded that the Bank with its present accounting syetow
could not provide tho reporta as desoribed in Soction IV-L- ‘2, of
Inplementation lo. 1.

The important role tho Bank plays im our prescnt and future
prograrming requires that it have an efficlent oystem for managing
financinl renources, The PHI atudy in a stop in the right dircction.
llovaver, the delays in the implementatfon of the new accounting
nystem and the current reporting requiromenta for active loans
raducan the ability of liasion personnel to judpe the performince

of the Dank. Vo cannot wmake augpestions on improving the veports
vwithout more information on what is foaaible. Likevise, we do not
know 1f the PlIH ptudy will fulfill future data noeds.

We propodae that the Mission request the TDY anaistance of a financial
analyst from POCAP to raview tho present accounting syaten, deaign

a nev reporting eyotom for L-021 based on that revicw, ovaluate

the j1uposed PHH design, and make necessary reccmmendations.
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