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EXECUTIVE SUMMARY

Introduction

For the past thirty-four years the U.S. has played an important
international role as the major supplier of food aid on a
world-wide basis. The principal vehicle for U.S. food
assistance is the Agricultural Trade Develoupment and Assistance
Act of 1954, as amended, commonly known as PL 480 and often
referred to as the Food for Peace Program.

The overall objectives of PL 480 are to: expand international
trade, develop, and expand export markets for U.S. agricultural
commodities, combat hunger and malnutrition, encourage economic
development in the developing countries, and promote in other
way's U.S. foreign policy.

Title I of Public Law 480 provides for the concessional sale of
agricultural commodities to friendly countries. Although the
Commodity Credit Corporation finances the sale and export of
commodities under Title I, actual sales are made by private
U.S. suppliers to foreign importers, government agencies, or
private trade entities. The Corporation finances sales by
paying suppliers directly through the U.S. banking system for
that portion of their sale not covered by the regquired down
payment. The Commodity Credit Corporation then collects the
amount due over the credit period, including the interest, fronm
the importing country.

Purpose and Scope

The primary purpose of our review was to assess the extent that
the Food for Peace program was contributing to AID's overall
development program in the Congo and to determine if the terms
of the August, 1982 sales agreement and Memorandum of Under-
standing of July, 1983, were being followed. Other purposes
were to review (a) the program planning process, (b) the GPRC's
reporting and accountability, and (c) the effectiveness and
efficiency of program monitoring. We reviewaed the official
USAID/Zaire files in Kinshasa, Zaire and held conferences with
reponsible USAID/Zaire officials and U.S. Embassy officials in
the Congo.

Findings, Conclusions and Recommendations

Our review disclosed that the Goverament of the People's
Republic of the Congo (GPRC) had not complied with the terms of
the PL 480 Title I sales agreement and subseguent Memorandum of
Uncer:tanding. Specifically we noted that:
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-~ the amount of sales proceeds haé¢ neither been deter-
mined nor deposited in the special account. As a
result, projects had not been identified, approved,
funded, or implemented.

-- the currency use payment had not been deposited.

-- ten percent of the counterpart funds earmarked for
in-country administrative expenses which re.ate to
Congolese-American cooperation programs had not been
received.

-- the GPRC had not completely implemented agreed upon
measures to prevent resale or diversion of commodities
to other countries.

-- the GPRC had not complied with the usual marketing
requirement stipulated ir the sales agreement.

-- reporting requirements contained in the Memorandum of
Understanding had not been met.

We believe that the American Embassy/Brazzaville must make it
clear to the GPRC that unless they comply with ali of the terms
and conditions of the FY 1982 program, additional Title 1
programs will not be approved.

At the conclusion of our audit, our findings were discussed
with appropriate USAID/Zaire and American Embassy/Brazzaville
officials. A draft report was also provided to USAID/Zaire and
the American Embassy/Brazzaville. Their comments were
considered in preparation of this report.
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BACKGROUND

For the past thirty-four years the United States has played an
important international role as the major supplier of food aid
on a worldwide basis. The principal vehicle for U.S. food
assistance is the Agricultural Trade Development and Assistance
Act of 1954, as amended, commonly known as PL 480 and often
referred to as the Food for Peace Program.

The overall objectives of PL 480 are to: expand international
trade, develop and expand export markets for U.S. agricultural
commodities, combat hunger and malnutrition, encourage economic
development in the developing countries, and promote in other
ways United States foreign policy.

PL 480 was initially intended as a temporary measure to help
other nations with their foreign exchange shortages, and allow
the disposal of U.S. agricultural surpluses. Over the years
the Congress has periodically extended and amended the act, and
today several distinct programs are conducted under PL 480, In
line with the objectives noted above, this report deals with
the Title I sales program.

Title I of Public Law 480 provides for the concessional sale of
agricultural commodities to friendly countries. Agreements
under Title I may be signed either for dollar credit with up to
20 years to repay, or convertible local currency credit with up
to 40 years to repay. The grace period for dollar credit
agreements range from zero to two years, and those for convert-
ible local currency agrecements may be as long as ten years.
Specific down payments in dollars may be required under both
types of agrcements. Interest  rates under both types of
financing are set by law at minimums of two percent during the
grace period and threec percent thercafter. For the majority of
Title I sales agreements, the minimum rates have been used.,

Although the Commodity Crodit Corporation finances the sale and
export of commndities under Title 1, actusl sales are made by
private U.S. supplicrs to foreign importers, government
agencies, or private trade entities. The Corporation finances
sales by paying supplicrs directly through the U.S. banking
system for that portion of the sale not covered by the required
down paynent. The Commodity Credit Corporation then collects
the amount due over the credit period, including interest, from
the importing country.
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This was the first PL 480 Title T pProgram in the People's
Republic of the Conjo.l/ Because there is no AlD presence in
the Congo, USAID/Zaire, under the policy direction of the U.S.
Embassy/Brazzaville, is reponsible for program implewmentation.
The sales agreement was signed in August, 1982. The agreement
called for the sale nf approximately 6,700 metric tons of rice
having a total value of aboul $2 million. The sales agrcement
was signed by the Minist-y of Cooperation for the Congo and the
Embassy of the United States. A subseguent Memorandum of
Understanding between the Congo's Ministry of Plan and the
Embassy of the United States was signed in July, 1983. fThis
document provided further amplification and clarification of
the original sales agreemert. It also designated the Ministry
of Plan as the party within the Government of the People's
Republic of the Congo (GPRC) responsible for the program.
OFNACOM, a GPRC parastatal, is responsible for sale of the PL
480 Title I rice. There was no FY 1983 pI, 480 Title I progran
in the Congo. A FY 1984 program, though requested, has not yet
been approved.

PURPOSE AND SCOPE

The primary purpose of our review was to assess the extent that
the Food for Pecace program was contributing to AID's overall
development program in the Congo and to determine if the terms
of the August, 1982  salcs  agreement and  Memorandum of

Understunding  of July, 1983, were being  followed. Other
purposcs were to review (&) the progran planning process, (b)
the GIRC' s reporiing and accountability, and (c) the

effectiveness and efficicney of program monitoring,

We reviewed the official USAID/Zaire files in Kinshasa, Zaire
and held conferences with teponsible USALD/Yc ire officials and
JU.5. Embacsoy officials in the Congo. In addition, we met with
the U.S. Ambassader to the Congo.  Our attempts to contact and
meet with the GPRC officials concerned with the DI, 480, Title 7
program were unsuccescful.

Our audit was made in accordance with the Controller Goneral's
Standa:ds for Audit of Governmental Programs and included such
tests of  the program, records and internal controls as we
considered necessary in Lhe circumstances.

1/ All future references in the report to the Peoples Republic
of the Congo will be indicated by the Congo.
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FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

GPRC_Needed To Comply With The Terms OF The Sales Agreement And
subsequent:. Memorandum Of Understondine

’

Our review showed that the GPRC had not complied w'th the terms
of the PL 480 Titlc I sales agreement and subscquent Memorandum
of Understanding. Speciiically we found that:

== the amount of sales proceeds had neither been deter-
mined nor deposited in the special account. As a
result, projects had not been identified, approved,
funded, or implemented.

-- the currency use paymentl/ had not been deposited.

== ten percent of the counterpart funds ecarmarked for
in-country administrative expenses which relate to
Congolese-American cooperation programs had not been
received.

-- the GPRC had not completely implemented agreed upon
measures to prevent resale or diversion of commodities
to other countriec.

-~ the GPRC had not complied with the usual marketing
requirement stipulated in the scles agreement.

-- reporting requircrents contazined in the Memorandum of
Understanding had not been met.

Details relating to the above findings are diccusced in the
subsequent  sections  of  this  report. Howoever, a  gpecific
recommendation for ecach finding is not made in view of one
ovecrail recomnendation which we make in this seation.

1/ Section 103(b) of the Agricultural Trade Development and
Assistance Act known as the Purcell amendment provides,
inter alia to accept foreign currcencies in payment of
credit sales  for purposes other  than payment  of  U.S,
obligations, These  payments, known as "currency  usce
payments'", are required  cnly in  non-cicess  aurrency
countrics, and are designed to assist the ULS. balanc: of
payment.,
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UShID/Zaire and the American IDmbascy in the Congo were aware of
the above problems, but they had been unsuccessful in their
attempts to reswlve them., Officials trom these two organiza-
tions held numerous meetings with GPE officials responsible
for the program in attempls to get projrct activities started.
hlso, official files were replete with docuwents evidencing the
USAID's ciforts mrde Lo get the GPRC to comply with the terms
of the August, 1562 sales agrecment and subsccuent Memorandum
of Understanding doated July, 1983. Decpite thesc efforts, we
noted little evidence of any positive measures which the GPRC
had taken to comply with the agreements,

In our mecetings with USAID/Zaire and U.S. Fmbassy officials in
the Congo, we were given the following as reasons for the delay
in program implementation:

(a) the program came about in a hurry;
(b) there was no Foocd for Peace Cfficer in the Congo;

(c} very feoew people involved in the program at the
beginning had any knowledge or understanding of  the
program; and

(d) becanse of numerous and freguent replacement of key
Congolese ofrnicials involwed, there was confusion in  the
GPRC as to who should be responsible for the program.

Senior Embassy officials told vs that there were just too many
conplicated factors iivvolved for one to say that the Congolese
were vefusing to cernly with the terme of the sales agreement
“le cubseguent Foaworandam  of Und-: cvanding., USAID/Zaire
officials concerned cohocd t1 o goentisonts, hccordingly, the
U.S. Imbacoy in the Congo remains optimictic that positive
measu:os will bhe tabken by the GPRC which would allow them to
move  forwoerd with o FY 1984 o»rogram. We  are not as
optimistic. While most of the problens cited as cauces for the
delay in iwmplewentation hove been corrvected, the program still
had not moved forverd.

Concl oion and e comsendation

Althonch the oryginal PLOA4B0 Titie 1 program sales agreement
wasn signed alnoct one and one half years ago, few positive
measures have beoen Labken by the GPRC to comply with the terms
of the program agrecmentsa,  Accordingly, we do not believe that
additional Title 1 programs should be approved until the GPRC
complics with the terms and conditions of the FY 1982 program.
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Recommendation No. 1

American Embassy/Brazzaville should
(a) advise the GPRC that unless they
comply with the terms and conditions of
the TY 1982 program, additional Title I
progrars will not be approved and (h)
take no action regarding a FY 84 Title
I progream wuntil all the terms and
conditions contained in the TFY 82
program have been addressed.

Sales Proceeds Had Neither Been Determined Nor Deposited In The
Special hccount

The amount of sales proceeds cbhtained from the sale of PL 480
Title I rice sold to the GPRC under the FY 1982 program had
neither been determined nor deposited in the special account as
required in the Memorandum of Understanding dated July 29,
1983. As a result, specific projects required under the
agreement had not been identified, approved, funded, or
implemented.

Although thc original sales aqreement was silent regarding
disposition of the salen procceds, the Hemorandum of
Understanding required the GPRC to dewosit the proceeds in a
special account at the Banque Internationale de Developpement
du Congo. Fifty percent of tie value of the Title I rice sold
to the GPRC under the FY 82 program was to be deposited upon
signature of the Memcrandum of Understanding. The remaining
Lifty percent was to be deposited vithin 90 days following the
first paywent.  The deposits vere to be no leas than the dollar
value of the commoditics delivered in the U.5., plus any taxes
directly ticd to the inport ol PL 480 Title 1 conmoditics.

We found that none of the calen proceeds had boen deposited in
the special  account even thoagn all of  the rice had  been
received in countiry as o of becembor, 1982, I'erihery, wve wveroe
unable to verify the total arount  of rice sold to date.
USHhID/20ave officiala providedt us with n o unotficial document
which indicated thaet ¢ percent of the rice had been sold in
Brazzawville, The other 42 percent  reprecented  rice sales
remaining to be acconnted for.  These coumoditics were shipped
to the rural arcas to be cold. subsequently, In responding to
our draft report, usnin/Zeaire  and  the  American  Embassy
Brazzaville advised us that they had been informed orally by
Ministry of Commerce officials that all PL 480 rice had been
sold.
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USA1D/Zaire and u.s. Embassy/Brazzaville officials held
numerous meetings with responsible GPRC officials. During
these meetings, the GPRC officials promised that the proceeds
would be deposited in the special account. These promises were
not kept as the amount of the silces proceeds still needed to be
determined and deposited.

Currencv _Use Payments Had Not Been Received

The currency use payment (CUP) specified in the sales agreement
and further amplified in the subscguent Memorandum of Under-
standing had not bheen rececived. The U.S. Embassy in the Congo
requested payment c¢f the CUP in a letter dated July 7, 1983.

In accordancce with the szles aqgreement Part I, Article 8 and
Part 1I, Article 2(B), and further airplified in the Memorandum
of Understanding, the lecal currency equivalent of five percent
of total counterpart funds was to be Geposited in the Banque
Internctionale de beveloppement do Congo in Brazzaville on the
specific request of the Febasay, . Tioco Fands wore then to be
transtferred to  the BiAO-Paric account  USHO  T1 No. 35-706-
001-D. Ina lctter dated July 7, 1983, the U.S. Embassy
reaaested the GRS to depocit the Cur of U.S. ©94,866.15, in
CFLY/ frinc eGguivalent, at the current legal rate of cxchange.,

To aate, the CPRC Lad not complicd with the terms of  the
agre2aent or officially responded to the ULS. abasey letter
requesting payment., Lo in the car: of other  terms  and
conditions ¢t the cgrecments, the GPRC wmedoe nuinoroas promises
but had not complicd,

Couniermret — Tands b , In=Country Administrotive
Expencen el iy 1o ConnojercsSre y iy (o retion Proarem Had

Hot. Doon e g veq

Forpoarhed "o r

Althouah not addre:ssed in the original sales agroenent,  the
Menovanaduis of  Understanting  provids?  Lhat  ten percent of

counveypea b fands were Lo Lo oot anice for In-conntyy
oIl tr L tive Crpron e P b bed to Congelece Aerican
Coopryntion prograr. Theor funus vore to have hoen deposi Cod

in anothor acconnt ot the 1, nee Intornationale do Doveloppe-
ment. duo Conco o and trannforred bt the specitic reguest of  the
U.S. Embassy to the BIAO-Parijis account.

1/ The CFA (Africon Pinancial Community) franc is the official
currency ol the Congo.,
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(2) a semi-annual report indicating the receipt and
expenditure from the project activity accounts, and the
status of project implementation, including any explanation
of delays in expenditurcs or other implementatizo problems;

(3) an annual certified report on  the receipt  and
expenditure  of  the sales proceeds, certified by the
appropriate audit authority of the GPRC, and in the case of
expenditures, the budget chapter in which they werce used;
and

(4) a self-help report due no later than November 15, 1983
on the progress of implementation of the sclf-help measures
agreed wupon in Part II, Articles 5 and 6 of the sales
agreement.

We find this lack of reporting especially significant with
reference to the self{-help report. I'nnual PL 480 Title 1
self-help reports are due in AID/Vashington not later than
December 15, Timely reeceipt of the annual report 1s essential
to prepare and meet the deadline for thoe President's annual
Food for Peace Report to Congress  In accordance with Section
408 of PL 480, The report should relate informat.icn on tho
achicvements  of  specific self-help provisions contained  in
current year agrecments. This inforsation is alco vital to the
Mission in its cvaluation of ‘ho host councry's performance in
carrying out sclf-hclp provicions of CL 480 aqrecmients., The
need for a meaningfuvl cvaluation of 4 recipients country's
self-help performance io made explicit in the PL 480 Act.
Section 10¢ (a) makes clear that

"Before entering into agroenents with developing countries
for sale of United Staten agricultural commoditics on
whatcever terms, the Iresident shall consider the oxtont to

wvhich Lhe recipicnt  country s undertaking wherover
practicable  sceli-help  measures  to incresse  per capita
produciion and Lpr oves t.he means for storage and

distribution of agriculturagl connaditios,
J

In our opinion, this is bot anothor erample of the reluctance
or inability of the GPRC Lo Lake positive measures to comply
with the terms and conditions of tho pProgram,
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APPENDIX A

LIST OF REPORT RECIPIENTS

No. of Copies

Field Offices

REFFPO, REDSO/WCA
USAID/%aire
U.S5. Embassy/Brazzavile

(S S, I V]

AID/Mashington

AMN/AFR
AA /I'VA
AR /M
AMN/PPC
AFR/Ch
EXRL
FUN/FFP
GC

IG

LEG
M/FM/ACD
OPA
PPC/E
PPC/E/DIU
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