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TOi ~< D/USAID/Haiti7 Jerome T. Fr~ench 

SUJC:'ui fRural~Heal th~l~~eryi Systems . 

(USAID/Haiti Project No. S521-0091) 

~.,,iy~This> 'epoprt presents the results"'o-'the',audit' o6f Rural Health beiiveryi'J 4 
<.Sys tems (USAID/Hai&:Project-No. 521-0091). ' > . ~ ' 

The 2audit was performed; at&'our.i-eques t, and covered project activities 
from 'Jine 29 1979 through' Spteber:12 1985. The audit ojbjectives, were' 

~''*'" to evaluate:. 

'7--theproject's effectiveness inachieving planned 'results, -

-the 'efficiency of project operations, 
 .' 

- - -they ade uacy~of internal controls, and' 

.-­oplac wit~h AID requirements. 

The ualHalthDeliery.Systems project's effectiveness Was limi ted ,by
planning .: eaknesses, delay's, in'releas ing ,budgeted : funds, lack ,Of 

,anidcommitmient high turnover, -among. Miinistry~of iiealth.'staff, andr other 
impl'ementation problems., NMeasuring 'theproject's e'ffectiveness,: was.,m'de
difficult 'by .'a'1ack of accurate infrmation.' The efficeny,, 

1 

'2~et: 

operations was inhibited by~the lackof sound systems to direct-~ resources
 
where 'they ,. were~ most needed,. an~d iby~ inappropriate+ practices "used to,
purchase drugs 'and otherl~cc~odities~for ,ti 'eryfo Ihe'Sjl)f 
Comniuni'ty.-Pharma'cies," (AGAPD)XY 'Project, internal controls generally dlid, 
~not "provide reas6nable protection against waste,, :misuse, >or- vit of 
resources.,.,"The' audit, also'disclosed several instances of non-cmlae 

~~ ~ with AID requirements.7 

The report findings concern project, "resul ts, compliance with AID1 
requirements, and .internal controls.;' The_1project, had made~onyJ'm
progress,,toward, accomplishing 'its objectives. so,'at least," '$10 imPiion~"'Al 

n1.AID' fud,'hd ,een'-, isbufrsed, as, Of; June 30, 1985, ,'while tcoidit ions1 " 

preedet t",,ther', disbursement ;had.1 ,not been met. -'aio' 

Ssupporting exedtrs of AID', and P IT 480 Title, I"counterpart funds
requently' did "not 
relaedand~ no reod sof,,'epend itures of Titl6e I "funds before October 

1983 were' available. AIn thie Minisry of Heal thi:anrd "AGAPWIO warehouses we 
viieaonssono w-hrso the inventory conitrol cards' 

< f'> demonstrate 'that ,,txie exedtrs were , project 

'~A: 

<,2 exampine~ddid no't mat~ch 'thiestock 'actually on "hand, ,and numnerous other . 

'.

MB-KJRANDUM
November 20. 1985

TO

FROM

SUBJECT:

D/USAID/Hai ti. Jerome T. Fre~ / /J /, J
RIG/AlT. Coinage N. Go~ 1:AP:1A.J'''l.<.<A........'t7(f-­
Audi t of Rural Heal th ~ry Systems
(USAID/Haiti Project No. 52l-00~1)

Thif eport presents the results of the audit of Rural Health Delivery
Systems (USAID/Haiti Project No. 521-0091).

TIle audit was performed at your request, and covered project activIties
from June 29. 1979 through September 12. 1985. The audit objectives were
to evaluate:

--the project's effectiveness in achieving plaruled results,

--the efficiency of project operations,

--the adequacy of internal controlS, and

--compliance with AID requirements.

The Rural Health Delivery Systems project's effectiveness was limited by
plaMing weaknesses, delays in releasing budgeted funds, lack o£
cornmi tment and high t.urnover among lIiinistry of Heal th staff, allo other
implementation problems. ~~asur.ing the project's effectiveness was made
difficul t by a lack of accurate infornli:ttion. The efficiency ot project
operations was inhibited by the lack of sOWld systems to direct resources
where they were most needed, and by inappropriate practices usee to
purchase drugs and other commodi ties for tile Agency for the SuppJ~ of
Community Pharmacies (AGAPO)). Project internal controls generally did
not provide reasonable protection against waste, misuse, or tHeft of
resources. Ifhe audit also disclosed several instances of non-compliance
with AID requirements.

The report findings concern project resul ts, compliaJlce wi th AID
requirements, and internal controls. The project had made only lilllited
progress toward accomplishing its objectives. Also, at least $10 million
in AID funds had been disbursed, as of June 30, 1985, while conditions
precedent to their disbursement had not been met. lJocuDientation
supporting expenditures of AID and P.L. 480 Title 1 counterpart funds
frequently did not demonstrate that the expenditures were project
related. and no records of expenditures of Title I funds before OCtober
1983 were available. In the Ministry of Health and AGAPCO warehouses we
visited, amounts shown on two-thirds of the inventory control cards
examined did not match the stock. actually on hand, and nwnerous other



cnrol weaknesses, :were 1detected. Also effective controls to reStiCL. 1W__th~e-,seof prcject 'vehicles and gasoline coiipon's tf ialU di o 
exist. Several'other prtientmatters arce also discussed in~the repilt. 

theMinistryK'of 2Halth'oni realistic objectives' for. the rest, of te 
~project~ li'fe; document; which'-conditions4 prcdn aebe e anid make 4 
no more disburs'eents until the elevant conditions, Whave been satisfied; -~'' 
prkoie fr..t~&~fu-11m superyision <oi"&r.;con i o rjc ud and
take ther$K actonsAdl strente pro et accounting;;obtairi" evideice that~invntoy, ontol cards'have reonc e hsok on han a4 nd that x 

~appropriate~supervision of 'warehouse emlyes isbngyprovioed; and ~ 
verify 2that- 'sound4 "controls- over project vehicles~~a~nd&- Iueliave been 

Simplemnte'
 

'4-- USAID/Haiti concurred :with, all of ~,the report f indings 4 and 
recommendations,, with the exception':of recommendation number thre.i 
its"cmeso the draft report, it4 maintained that conducting a , paynicnt

Y~'~'erification. of all expenditures of AID 2funds ,under the project woulid be
counterproductive. We have modified the ''rec mendatn odete2 hi, 
requifremebnt, ,on the4 basisj that. 'iti~would b'e extreme'ly' difficult: for.,th'e <' 

Mnistrto raise funds- to'pay back unsupprte"2 expe'nditures, and' that it
might. be unfair to retro'actively lipose stricter2 stanaards for accoun'ting' 

', 

for ALID funds. .2~~, 

Please advise this office within thirty days' of, the actions plannea or 
taken. to 'imple'ment the five recommendationis in this2 report" -and to 

~,correct the problems discussed in the 'VOther Pertinent. Matters" section 
ofof the report. 

control weaknesses .....ere detected. Also, effective controls to resu'ict
the use of project vehicles and gasoline coupons to official use did not
exist. Several other pertinent matters are also discussed in the report.

The report recommendations are that USAID/Haiti: reach agreement witJl
the Ministry of Health on realistic objectives for the rest of the
project life; document which conditions precedent have been met and maRe
no more disbursements until the relevant conditions Have been satIsfied;
provide for fUll-time supervision over accowlting for project funds and
take other actions to stn:ngthen project accounting; obtain evidence that
inventory control cards have been reconciled with stocks on nand and that
appropriate supervision C'f warehouse employees is being provioed; and
verify that sound controls over project vehicles and fuel have been
implemented.

USAlD/Hai ti concurred \.,-i th aU of the report findings and
recommendations, wi th the exception of recommendation number three. In
its comments on the draft report. it maintained that conducting a paynlCl.. t
verification of all expenditures of AID funds under the project would Le
counterproductive. ~!e have modified the recommendation to delete this
requirement, on the basis that it would be extremely difficult for the
l-tinistry to raise funds to pay back unsupporteo expenaitures. and that it
might be unfair to retroactively impose stricter stanaards tor accowltin8
for AID funds.

Please advise this office wi thin thirty days of the actions p!a.IUleo or
taken to implement the five reconunendations in this report, and to
correct the problems discussed in the ·'Other Pertinent Matters" section
of the report.



EXECUTIVE SuLiMiiiz 

USAI D/Hait s~ Rural Heal'th 'Delivery Systems Project begai in'Jtuh& 1979'p
and ifs currently_ sc-heduled to end-in June, 1986. Accr'ue AID expenditures 
were $13.1 mi 1i i onl 4as of~June~ 30,' f18S.. The project, proposes Itopoi 
~access to medical services by 'approximately~70. Percet'f,, tihe rur'a.l: 
p a1Vhdto~ strengthen tthe of; Hlth itnd Ministry, so that cal 

con&itiu five spore rt "rgam~af ter the eici of . the' 
TheK>pri~i6oectus imlmetd bythe ~Ministry of Healt n 

sem-auonoousAgecy or heSuplyof CoiuniyPharacies. 

euetof UID/ai, the. 1 
Sauidited~ the RuaH alth -De1ivery ,Systemsi Project, covering~actiVities.

'k fomune,9,,197 throuh -Sep emer 1, ,98S Theti'adit. bjectives".wr 

"A.,te 	 te~Office :kof Inspector~4.ener-ai 

'~to evaluate the prbjectls 'efc"ee in~achi vin preo resuilts,2tile,. 
~v> efficiency of1 poet operations the adequacy ,of -internal contrls 

comnpliance wihAID requiremients. 

Because of poor, :project dlesign4 and implementation. problems,, such as,
~,de1ays- in releasing~budgeted funds' and 'a -lack 'of commnIitment. and hig

turnover, among' Miitry staff, tepjcthas madie only iimitec progress
toward' attaining 'pi'ahnedi results. M the, 'projectls effectiveness~easu~ring, 
was' difficult ~because< of ,a lack( of :accurate', information onits 
acieeens implemp~ntation of.,a 'national .heal th, inf riiiatibwn ,system,
whi ch : had' begun, .when we' completed our review, may- impr'ove.1management'sIKs 
ability to. weasiire' effectiveness. The iefficiency ,of _project-'~operations 

-was~ adversely~ affected by poor~practices used to purchase drug's anfd otner 
comodities f r, the Agency for, the Supply of Cou~nift'Pharacies ancV by' 
poor systems' for allocating resources , such 'as' Yehic'les~and gasoline 
c where -they1 needed. ,Internal ,' controls o6ver projecco1upons, 	 were',iimost 
4 unds, Vehicles,, gasoline 'coupons, and other conimiditie~did'no ecoid 
reasonable protection' againstwsemse-ordirin. Tl aut 
also disclosed, several insacst' o isnon-omji dierion.All polie d 

~~~the project agreemenit.~'ntne 9 1 ~-o~inewt 	 lYoLc~ai 

The actual accomplishments, ofh rjc fel a r ths 1-e 

in~ thrjc ae easlthei design of' tfe- project', was overly<~'
abtosan''ecause of- imlmntto iroblems~ su'ch as delays ,in 

releasing budgeted, funds, -a la'ck of1 'conitmnt on' Kthe' part o, tme 
Mini-~ tHealth,, and turnover among,- Mvinstry ',managers. As arstryo 	 , high,

resut, theproject& had, made. liie progress toward' itso goal of 
, . significantly improving the Ihealth of. rural .Haitians -by 1!.90, he 

rcmedthat ,USAID/Haiti reachi agre'ement w thUe Miisr onralsi 
-' ojecIves for .the remainder, oC the project. ­

~~ 	 The prj&ct agreement established' 24 conditins precedent~ to disbusemen 
of' AID funds.~ It was difficult toetermiie the status ot4 complihance 

in its. ery,'staes had&' lefft by til tiew odce u review, and 

bcueteMsins 'filesdid noceal esab ithe status' of
coniditionis precedn. Nntheess,, based on "our 

some 
-review of project ~ Simplement'ation- 1etters' and other correspondenice an re~ports, we~ concluded <,­

--i'' that at least $10, iillion, finAID funds had been isfbursed, as of June 30, 

EXEaITlVE Sl}ilARY

USAID/Haiti's Rural Health Delivery Systems Project be~all in June 197~,

and is currently scheduled to end in June 1986. Accrued. AID expendi tures
were $13.1 million as of JWle 30, 1985. The project proposes to provide
access to medical services by approximately 70 percellt at tJle rural
populat:'on, and to streng then tJle Minist!)' of Heal tll so that it can
continue effective support for tlle program after the ena of the project.
The project is implemented by the }lunistry of lieal th and a
semi-autonomous Agency for tlle Supply of Communlty Pharmacies.

At the request of USAID/Haiti, the Office of the Inspector (,eneral
audi~ed the Rural Health Delivery Systems ProJect, covering actlvities
from June 29, 1979 through September i2, 19H5. The aualt obJectlves were
to evaluate the project's effectlveness in adlieving plcHUlea results, the
efficienc)' of project operations, tIte adequacy of internal cOlltr01s, alia
compliance with AID requirements.

Because of poor project design and implementation protl1eDls, SUdl as
delays in releasing budgeted funds and Ci lack of COOllnltment alla high
turnover among ~1inistry staff, the project has Dlacae only limi tea progress
toward attaining planned results. ~~asurlr~ the project's effectIveness
was difficult because of a lack of accurate information 011 ltS
achievements. lmplem~ntation of a national health infoTInl:itioll systew,
which had begWI when we completed our reVlew, way improve lUauagement' s
ability to measure effectiveness. lhe efficiency of project operatlons
\t'aS adversely affected by poor practices used to purchase drugs and otner
cOIilJllodities for the Agency for the Supply of CODUDunity PharDL3cies, and by
poor systems for allocating resources, such as vehicles allo ~l:i.sollne

coupons, where they were most needed. Internal cOJltrols over project
funds, vehicles, gasoline coupons, and other cODUDodi ties dlO not: provide
reasonable protection against waste, misuse, or diversioll. Tue audi t
also disclosed several instances of nOll-compliance wi til AIlJ lJolicy alia
the project agreement.

The actual accomplishments of the project feU far SllOrt of those plCilUled
in the project paper because the design of We project was overly
ambi tious, and because of implementation prolJleDls SUch as delays in
releasing budgeted flDlds, a lack of cOOllUitment on We petrt at the
Ministry of Heal th, and high turnover among MinIstry manClgers. As a
reSUlt, the project had made lilDi ted progress towl:ird its goal at
significantly imprOVing tile Ilel:il tJa of rural Hai tlall~ oy 1~~O. l'Ie
recommend that USAID/Haiti readl agreement ..nUl the Ministl)' all reCil1stic
objectives for the remainder oC the project.

The project agreement established 24 couditions precedeHt to disourseDlellt
of AID funds. It was difficult to determine the status at compllance
with conditions precedent because Mission staff involvea widl the project
in its early stages had left by the time we conductea our reView. and
because the Mission's files did not clearly establish the status of some
conditions precedent. Nonetheless. based on our review of project
implementation letters and other correspondence and reports, we concluded
that at least $10 million in AID funds had beell disbursed, as of 9wle 30,

- i -
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-1985, even, though. conditions piecedent to,their disburs~ement~ had, not beeni 
metor- waived. : The'rMissi'on' -was,~i~r t som~e -of tre, conditions 
,prcedent 'had not 'beeni met but '-did not eiforce comjAlia-ice because it~ 
believed that the M~inistry *as* 3unab e to meet some of, they co~difions, :and 
becaus'e, accor~ding .to 'one~ official,' the~ Mission LLSAlD/haiti was more, 

3mie to3theproec than the. Mini-st)' eul ' a ~substantial
 
amount , 'fAlDfunds 4was jdisbursed without adeqata~ssurance thadt the '$
 

X the M6isitry of the~statius of tfe conidiion'6precbdeit', and miake no more ?:'~ 
disbufrsements until t.he relevaint conditions~ precedent> have~ n~eimet or[~~­

~~ ~waived.' ~~1~' ~~333~3~3 

4~'333~~ Accounting :for. AID 1 and- Title I funds. did niot comply ;with. stanciaads .*~ 

es'tablished,' in the :projecfareet 	 t was im'possible; to verity ~ 
whether many~of the expeditureswere' project' rlated', USID/Hitt, had > 

.333 3' 

issued a,, 310,39~6' bil' or'cietovbecause the'' Minlistry could not 
produce,3 d6'ctinetation~ to A iquidate -,'--an-- ladvance,' of ,AID 3funds."hi 
siuaio: existedW because'accounting 's'taff 3 were3 riot well~ trained,>because 3 

W 	~ of the l1ack of sound ~proedure,'nd ,because all'. 'records s~uatiating 
I1 expnditures'bfore : Octbbr 1983 had reported 1y beer misplaced. " 

< 3 As a result, 'the Mission< did 3not', have sfficient~ .ass'urance-tha many,~ 
33,~~-W.Title 

.expenditures werej projectj'elated,~ and the pace~of 'the prject ,ha slowed 
­

cosdrby whl prjc tffatmtd to lJiqui'date..,the~ outstanding 
9 advance. We recommend 'four, actio6ns3 to i3mprov accounting9for3.proje ct 

funds.. In itscomments 'on the drafti report,, USAlD/Haitil 'maintained. that. ... ' 

~ 33 it, 'would be counterproductive 'to conduct a payment veification of 'all
 
'expenditures oOAID) project funds. We have 'modified the, r'ecommenidation1
 

33 The' project 3agreemnent required that the project- be carried out, in 

conformity 3with' sound, management practice, whi c.h requires 3that resources ' 
.,be3 protected from waste,'-misuse, and theft.;I however, 'controls . in tiie 

C. strenghtened. Aonsshown on control cards frequenitly did' not 3 Aatch ~ 
thestck 	 ctall o hand, and numerous other control problems' also 3 

exse.Tewarehouse employees 'often did not understiina, 'or' did~ not 33..3334 

consstetlyfollow, 3sound. 'control procedures. As a result,' comm'odities 
in 'the warehouses were, rnot adequately s'afeguarded, ano ,x'3the 'two 
organizations' lacked the accurate information needed to ,manage trieir. 
inventories." We~recommend' that~,phyrsical inventories bhe conductei. anid 
that additional'guidance be provided to the responsible, employees.
 

'~~~'3'~'3' 

Sund practice 	 protectedSo, management ,requires ''-that9 resources be 	 trom 
'3~">t:%i&waste, misuse :and -theft.' However,' no. effectivei controls ,existed to 


enur -- n gasoline were. usdnl'y 3 for' official
 
purposes~ According to6, Mariageiient Sciences. for iHealdni offiials,
 
controls" over, projet een inroucd b'ut~ w~ere' later 


33'oec~ehiie 


3' vehicles '93had 
The system for distributin< 'soliie' 16~lon i'as evidenitl
3abandoned.i 


devised by"'2 	 hef~alth . fficials3 who were' not 3 concerneaMiinist'y~o o- with 

saeur dn reorcs 3-proje.ct 3,vehicles-,were for~Inmany cases,, 	 uised 

3.3transportation 3 to ardfo or n o oth rno -ff i~cilpupses, and 

conside~r it" quiite likelytat:gsoine&couponspurchased "withi project ' ~ 
,'fu~nds wer as "diverted to~ personal uise . ' We .recommend th'ai<appropriate 

33 3 controls ov~er these reore be3.-implemented. ~ 33333 

33.933333~~we 

1985, even though conditions precedent to thei disbursement had not been
met or waived. The t-1ission was aware that SOllie of We conditions
precedent had not been met, but did not enforce compliance because it
believed that the Ministry was unable to meet some of the conditions, and
because, according to one official, the }'lission USAID/l1ai tl Wb.S more
committed to the project than the Ministry. As a result, a su&stb.ntial
amoWlt of AID funds was disbursed wi thout adequate assurance thb. t the
money would be well spent. We recommend that USAlD/haiti formally 1I0tlfy
the Ministry of the status of the conai tions precedent, ana maKe no more
disbursements until the releva..nt conditi(Jns precedent ha.ve been wet or
waived.

Accounting for AID and Ti tIe 1 fWlds dio not coruply wi th stanGal as
~ established in the project agreement. It was iOlpossible to verify

whether many of the expenditures were projecc relateo. USAlD/Haiti haa
issued a $310,3~6 bill for collection because the f111nistry couia not
produce documentation to liGuidate an advance of AID fWlOS. This
si tuation existed because accounting staff were not well trainea, because
of the lack of sound procedures, and because all records substantiating
Ti tIe 1 expendi tures before October 1983 head reporteoly beell misplaced.
As a reSUlt, the Mission did not have sUfficient assurance that Dian)'
expenditures were project related, and the pace of tile project llad slowed
considerably while project staff attempted to liquiaa.te the outstandih&
advance. he recommend four actions to improve accowlting for vroJect
fWlds. In its conUllents on the draft report, USAIU/Haiti ma.illta.lIleO that
it would be counterproductive to conduct a payruent verlfication of all
expenditures of AID project fWlds. We have mooifleo the recommendatlon
to eliminate that requirement.

The project asreement required that the project be carried out in
conformity wi th sotmd management: practice, \oIhicll requires ti13t reSOlJrces
be protected from waste, misuse, and theft. However, controls in tHe
~tinistry of Health and AGAPCO warehouses we visi teo needeo to be
strenghtened. Amounts shm.,'JI on control cards tirequelltly dHJ not fudtch
the stock actuall)' on hand, and numerous otller control lJroblelIis also
existed. The warehouse employees often did not WlOerstano, or did 1I0t

consistently follow, sOWld control procedures. As & reSUlt, cotlUuoolties
in the warehouses were not adequatel)' safeguarded, ana tlle two
organizations lacked the accurate information needed to man.age tr.eu
inventories. We recommend that physical inventories be conouctea anlJ
that additional guidance be provided to the resronsible employees.

Sound management pra.ctice requires that resources be protecteo troo.
waste, misuse and theft. However, no effective COlltrols eXlsted to
ensure that project vehiCles and gasoline were used oluy for offlcial
purposes. According to ~\anagement Sciences for HealtJl officials,
controh over project vehicles h&d been introduced, but were later
abandoned. The system for distributing gasoline COUVOI15 was evidently
devised by M[nistry ot Health officials who were not concerneo widl
safeguarding resources. In many cases, project vehicles were usee for
transportation to and from work and for other non-offlcial VJrposes, ana
we consider it quite likely tllat gasoline coupons purcl18.sed with project
fWlds were also diverted to personal use. We recOllllDend that appropriate
controls over these resources be implemented.
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The au i.t dis~1osed i~v.e.~other..per.tihenLmatt~rs: (~i~.)I'stocked dr S 
ih~Agency for ~tIi~ Supply of ,C~5nii~ii1~ity ~P1i~rmaci~es ~ diases made ~.Ab~Aihe~ency .~. without obta~ihing price quotaffons, {3) theTabsence pt
signs at ~project~ ~icii&tie~ pu i&izirig~ A4fl's ~Avement,~(i4) ~he 1adL~ 
of~ a~ written~ ~de~ern~ina~ion. I ii9 fyin ~ 0 jt S~1~y days'jQ
cash r~4uir~ienf~ as~ its ~fl~eri6ii ~or <~ A 

i~compi~et~piL~6ject f~fA~~ ~> ~s~e~t3.n& aav~p~i~v~s an~ ~JL~ <~. 92K 
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99' ".9.99.99'. ,- 9" 

The audit disclosed five other pertinent mattor.: ~l) overstocked dr-uss
in the Agency for the Supply of Community Pharmacies. (2) purchases made
by the Agency without obtaining price quotations, l:l) the absence ot
signs at project facilities publicizing AID's involvement, l4) the laCK
of a written determination justifying USAlD/Haiti's use ot sixty oays'
cash requirements as its cri tericn for setting aovance levels, and l5)
incomplete project files.
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OF'RURAL' HEALiTH DELIVBMY SYSTIS 
USIDHT PRJET N. 2-09 

P'ART 1INTRODUCTIONA 	 :~ 

'A. Background'4,. 	 4~;A: 
Haiti' is :the poorest~country in the Western Hemisphere, with" ~a 1980 per 

. ,capitay income of $270~ About 70'percent of its S.6 il1ionpeople livle 
in rural areas.~'"l 

The populationi is, one of the~least healthy in the world, using an), of th 
Sstandard> health, status indicators:., .infant mortality ~ 010) "i 

~~A~<4 mortaili'ty (25/1.,00),,ciude l00 1or life 'expectanya~'<' 	 craitdbirth' (53- (all'. years) ,''
(all .~1980' figures) There are three basiccauses --of 

,~ ?A poor health: ' first, Kby cl iiate. anid geograjhy,Haiti, Koffe rs 1 laU 
S coditions:. for the~spread of trpcl n sub-tropical' diseases; Isecond, 

.~AA~~superstitionanid an .iliteria-crate of, almost 80 'percent ,imped effrt 
,~ 	 to>A<educate~I ,the :,po Iulat~i bot the'auses and treatment of disease,', and 

third,.halh erices au~defunded antd whtaaial resources existA 
are -usedfnAefficiently.> 	 A'AA 

~AAA'A' The:-objective of USAID,4iaiti's healthi assistance is 1to make,Ahaiti
 

sef-ufiiet nproviding 'broad, access to Acost-effective ,preventive.
 
IA.AandA., curative, health. services Adirected at the priiuary >causes of illijess l
 

Aachievingand death. 4KIts strategy for this obj ect ive, 'contains toPur 
elements: 

strengthening public sector management of resources,A
 

'improving the technologies for delivering piayhat ae
 

developing and strengthening self-financing mechanisms, and
 

,AAA' streamlining private sector support for primary health care.
 

'1The, 
 Rural AHealthA Delivery IASystems Project began on June 29, 1979; the'~ 

current projectA asitac completionldate is.June 30,1986. Th project A A 

has a~budg't 'of' $35.9 millio, in'cluidng $17.5 millionin AIDfundcs and A 

$18. 4,,mi111on~in-Acounterpart ftids genrated by <sales ,'of f'oodA 
-

'' '-2 
through 'the,". P.L.L A480 Ti tleA1 'pgra, Accrued.Alexndtrsoalu 

AU 

$13.1 million and'disbu-sements totalled" 1, ilo s of June 1ea 
A*page198 (Exibit .1', 22). A'ijAWhile complete Iinform~ation _:on Title 1 

expenditures-over the life of the 'project was not available ,$~7.1,nil-lioni~ 
in Title I fuinds ha~d een released to "the''project" as of Miardi 31)A - A'IAV 

"WJThe proAject~goal ~is to improve 'the health of'frural atinAstatus 

;xsi'gni~ftcni 	 The roject has two<purposes. 

I A PA <to 4provide access toA low cost~preventive~ alicF curatve ifledicaial 
0 evie 1for 'approximately % percent of the rural ppultion, aidA; 'AA~ 

AlJl)IT
OF RURAl HEAl'rH DELlVElY SYS1'lJ>LS
USAID/HAlTI FROJECF NO. 521-0U~1

PART I - lN1ROlJUCTlON

A. Bacl<ground

Haiti is the poorest country in the Western Hemisphere, with a 198U per
capita income of $270. About 70 percent of its 5.6 million peolJ1e live
in rural areas.

The population is one of the least healthy in the world, using any of the
standard health status indicators: infant mortality (125/1,000), cllilo
mortality (25/1.000). crude mortality LI6/1.000), or life expectancy at
birth (53 years) (all 1980 fig',res). There are three basic causes of
poor health: first, by climate and geograpny, Haiti offers ioeal
condi tions for the spread of tropical ana sulJ·tropical diseases i secona,
superstition and an illiteracy rate of almost 8~ percent impede etforts
to educate the population about the causes and treatment of oisease; ana
third, health services are underfunded ano what aVCillable resources exist
are used inefficiently.

The objective of USAlD/Haiti's health assistallce 1S to make hOtltl
self-sufficient in prOViding broao ~ccess to cost-effective yreventive
and curative health services directed at the priwary causes of il1nf;:ss
and death. Its strategy for achieving this ohJective COli tCi ins tour
elements:

strengthening public sector management of resources,

improving the technologies for delivering priUJary health care.

developing and strengthening self-financing mechanisms, &lid

streamlining private sector support for primary he&lth care.

The Rural Health Delivery Systems Project began on June 29. 1979; the
current project assistance completion date is Jtme 30, 19~6. The project
has a budget of $35.9 million. inclUding $17.5 minion in AID fW'dS ana
$18.4 million in counterpart funds generated by sales of fOM ImVOrteo
through the P. L. 480 Ti tie 1 progran,. Accrued AID expendi cures tolaUeo
$13.1 million and disbursements totalled ~1,.4 million as at June ;U.
1985 (Exhibit I. page 22). h1lile camplete information on Title 1
expenditures over the life of the project was not aVailable, $7.i miUioJl
in 'l'i tie I funds had been released to the project as of ~..rcll 31. 19~'.

The project goal
significantly by

is to improve the healtll status of
1990. The project I~s two purposes:

rural Haitlans

to prOVide access to low cost preventive and curative medlcal
services for approximately 70 percent of the rural population, Wl0
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< to6 strengthen the ~f0iiis a s M1tan exktebtti it au 
~otiite~ effettive_ suppor frth program after the termnto f ~ ' 

AI ssistance. . 

S 	Projectinpuijts include construction an renovation o / ni r 
facilities, euipmnent an sujples, salary support, and triiii anca 

t c~i iclassac.Teprobct~ is impiemeited& 'by~ the Ministry<6of~i 
:~~Heal~t6 throughi tsm? Cent~ral ~Bureau, fou regional offi ces, aid ilfteeny 1 .
 

y <district offices. The, faciiitiies actuially. providing~ health care 4are
 
~ :.~,hospitals , hea1 th centers, :and 9 rural~ dispenaies. -Asmi -autonomous~
 

~ Aeny or ieSuply6f Cumihty~Parmacies {AGA ),~ ' operating wnder
 
the. ,gui canceof the Mlinister. of-Health, sells drug 'and, supp ies to thie 

linistry. of 11ealthv and a nunber< of , commuity4 pnarmacies. ~&Lng-term 
project- techical assistance 1is. .provide by nmet S c es~, for 

alth-,
He~' 	 ~4 

,..B. Audit'Objectives and Scope 

299 1J 	 1985, and coee 1.979 through, Sptemer12' 	 mlin'nAID 

acroed an 	 0985. Audit fioeld worka
beexpenidituresiusy adacs4sofJn 
was, conducte~d from, June 1 2 through etmr-2 195 Tepoec ha 

The, audit objectives were toevaluate:
 

-the 	 '.(~project's effectiveness inachieving planned results, 


-the 	 3 ­efficiency of project operations, 


the 	adequacy of internal controls, and
C ­

-Toacoplie ih IDs requirements. 

thee pojet 

USAID/Haiti, Mlinistry of~ Health,, and Managemenft Sciences) foi< Healthi
 

V,.4officials responsible for the project were interviewed. <Mvefli
 

To , acompishojecive, 	 fleswere reviewved ana
 

anid dispenisaries,, fourteen support facilities, ana fourteeni 
community pharmaciesl (most, .of which iwer~e located in health -.car 

'~ceniter~s' 

. 

~facilities),J located' in Port-aui-Prince 1and, in, the, kinistr's, four 
were visited. Docuinentatlon supportingiependiures of,$.35,69
 

~~~4<QV. AID funds 'and $353, 203 InTitle I count'erpart funds were reviwd.3 4 ,
 
3regions, 


The Qaudit~ was performed in accordance with generally acceptecd4 oeiwn4~.33 

33V3333a.udit, standards. ~ ~ '"7'I~ 	 ~ ~ .. 

to strengttien the Ministry of Hea1 til to s"\Jell an extent
continue effective support for the program after the
AID assistance.

that it cau
termination of

Project inPJts include construction and rellovCition ot MInistry
facilities, equipment and supplie~, salary support, ana trainirq; ana
technical assistance. The project is implemented by tile lwtinistry of
Health through its Central Bureau) tour regional offices, ana tltteen
district offices. The facilities actually providing health care are
haspi taIs, heal th centers, and rural dispensaries. A semi -autonoruous
Agency for tile Supply of canmuni ty Pharmacies lAGAPtOJ, operating unoer
the guidance of the Minister of Heal th, sells dru&s and supplies to the
Ministry of ~al th and a nwuber ot cOIBOIwli ty pharmacies. Loug -terw
project technical assistance is provided by Managel1lellt &Clences for
Heal tho

B. Audit Objectives and &ope

At the request of USAIDlHai ti, the Office of the Regional Inspector
General for Audit/Tegucigalpa performed an audit of USAlDjhaiti's Rural
J-e~lth Delivery Systems Project. 111e audi t covered activities fran JlJlle

29, 1979 through September 12, 1985, and covered $13.5 million in AllJ
accrued expenditures and advances, as of June ~O, 1985. Auoit flela wor~

W"d5 conduc.:ted frOUl JWle 12 through September 12, 1985. The project hao
not been audited previously.

The audit objectives were to evaluate:

the project' 5 ef feet i veness in aelli ev ing plann~d Tesul ts,

the efficiency of project operations,

the adequacy of internal controls, ana

campI iance wi th AID requi remen ts .

To accomplish these ob jeclives, project files were fev iew-eo ano
USAlD/Haiti, Ministry of Health, and t-laJlBgement Sciences tal HealtJl
officials resJX:msible for the project were interviewed. Twelve Heal U1
centers and dispensaries, fourteen support f&cilities, ana fourteen
communi ty pharmacies (most of ",hidl were located. in health care
facilities), located in Port~au-Prince anu in tile ~1inistryls four
regions, were visited. Documentation supporting expenoltures of ~135,b9,)

in AID funds and $353,203 in 1itle 1 counterpart funos were reviewea.

The audi t was performed in accordance wi th gelteraUy accejJtea goveflwent
audit standards.
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OAUDIT 
OFRRALHEALTH- DELIVEY SYS1BvS 

USAID/HAITI PROJECT ......0. J521-009 

PART I1 RESULSOF AUDIT 

Rural Health _ p ect'seffectiv
p1 anni ng.-, , weaknesses, deas,', nrlain ugtdfunds,lakheea o Hel stfte 
comim~nt.'and hays. de &in t~nsrelaig4bdgtdwd.y< im
imp1:6entation -''rbes pMnsr -etfiSttis4of ad

difi~it
b a~prbl~ni Measuring ,thprojef! fectiveness was md 
difi'clt~y~alack of accurate~ information.~ The effici'e'iy of project~%

~Li~>operations was, iihhibited-by the lack ofisoundsystens to direct resources
 
where theywere, andy inap-.iaepracti.. \i"eo to
'iiost._needed,,­
purcbhase6 drugs ,and 0 ther,' co dities , f or :the, Agency for -1e1 .Su ply of 
Commun tParaiS (A'GAPcD). Project' internal ,controls generaly (1d6 
not. provide -,reasonabl~eprotection ,against misuse, t ieto ':waste, 6r 
.'resources.: The audit also disclosed several instances of non Lcompliance
wtADrequirements .m , ioto~''r ..... 

The .report -f£indings concernpr c;rsuts)>oilaie wt 1~ < 
reqjuirementand'internal controls. Te project had- mad only~,limitedi 1 
progress. toward accomplishing its objectives.: _
Also, at least1 0 iliii 
in AID, funds had~been disbur~sed, as of. Junej 30; 1985, wie< c~onditions: 
precedent Ito the i r disbursement hadnot. beenrie't. >Documn..tation 
supporting-expenditures of AID aid P.L. 480 Title 1 counterpt funds 
frequently id not demonstrate that. the expenditures were project
related,:azidnoirecords of expendituires ofTi'te 1funds',Thefore October2 
1983 were 'available. Inthe M1 warehouses we~ iistry of 1-ealthAnd>IAGAPC
visited,~amounts shown on twqo'!thrds of 'the irvenr, ~c~frol ad 
examined. did noit- match 'the-stock~actually Jn ha.nd ana numerous otlier 
control weaknesses were detected. Also effective 7controls to'restrict 
the. use~of- project vehicles and gasoline coupons to'Gfficial use did not,
exist 'Several otherpertinent matters are also discussed inthe report.
 

The reportrecommendations area that USAIl/Haiti: reach agreement, wi th 
the Ministry of 4flealth on realistic objectives for th~e ,rest of. the 
prjc ie dcmn hc conditions precedent hav'e been met' and mrake 

- provide for full-time supervision over accounting for oi funds, ancroject

take:~ ote'actions, to,strengthen -project accounting;t invlence ,tha t 

~~ inventory -control cards have been reconciled withx stocks on~'niwand~ that' 
~ -approp~riate supervision of 'warehouse'reatcomnonshvemployees 'is bueing pxroviuea; andno moeduementsiti th enstsid 

C erfy::,tUiat sound controls over project vehicles aindi fueli have~ been~~~ 

' 'allUSAID/Hait1i concurred >wi th of ;ithe report, finaings Qand',K 
rte commentions witnthe exeto ofrecomendation 'numbers three. 1n11 

verification 6f.al1l expenditures of-'All) funds wider~ the pjei~ ct would be 
counterpodujctie ;We'Ihave miodifiedf the reci~ommendation to&'delete this t 
requirtement, on the basis ~bthat i't would b'e extremlydificult fior.t tie 
Ministfry "to, raise funds to pjay -bar suportd ependituares, and that 4it\ 
migh't be Enair to retroctivelyipose stitrsanad o accounting ~' 
for AIDfunds., 4~~'' ~-, ", 

AUDIT
OF RURAL HEAL1H llEhIVffiY SYSl'BlS
USAID/HAlifl PROJECT NO. 521-0091

PART Il - RISULTS OF AUDI1'

The Rural Health Delivery 5ystems project's effectiveness was limltea by
pI arming weaknesses, delays in releasing bUdgeted fWldS J lack or
commitment and high turnover among MinistI)' of Health Slean, and other
implementation probleDls. Measuring the project I 5 etfecti veness was maae
difficult by a lack of accurate information. The efficieucy of project
operations was inhibited by the lack of sounu systems to dIrect reso~rces

where they were most needed, and by inappropriate practlces usee to
purchase drugs and other conunodi ties for the Agency for lie Supply ot
Community Pharmacies (AGAP<D). Project internal controls ~enerillly 010
not provide reasonable protection against waste, misuse, or weft (.ot
resources. The audi t also disclosed several instances ot non-l:ol1lpliauce
wi th AID requirements.

The report findings concern project resul ts, compi iSHce wi th AID
requirements, and internal controls. The project haa made DIlly lillilteCl
progress to\ol'ard accomplishing its objectives. Also, at leCist ~lO millloit
in AID funds had been disbursed, as of June 30, 19H5, \0011ile conditions
precedent to their disbursement had not Leen Diet. DoCUJilClltatlOn
supporting expenditures of AID and P.L. 480 Title I counterpart tWIOS
frequently did not demonstrate that the expenditures were project
related, and no records of expenditures of Title I funds before OCtober
1983 were available. In the ~unistry of Heal th and AGAPfJJ warenouses we
visited, amoWlts shown on two-tllirds of the inventory control CCiras
examined did not match the stock actui1l1y on hand, ana nUlherous otHer
control weaknesses were detected. Also, effective controls to restrict
the use of project vehicles and gasoline coupons to ctficiCil use did not
exist. Several other pertinent mat,ters are also discusseo in Ole report.

The report recommendations are that USAllJ/lIaiti: readl agreeUlellt WI til
the Ministry of Health on realistic objectives for Ole rest of U.e
project life; document which condi tions precedent nave bt:en me~ ana JoaKe
no more disbursements until the relevant conditions have beeh satisfieo;
provide for full-time supervision over accounting for }JroJect fWlds aue;
take other actions to strengthen project accowltingj obtain evitlence that
inventory control cards have been reconcileu wi th stocks on nalla and thCit
appropriate supervision of warehouse employees is belllg proviaeCA i and
verify that sound controls over project vehiCles anCl fuel haV~ been
implemented.

USAID/Haitl concurred wi th all ot the report hnalhgs and
recommendations, with the exception of recommenaation number three. In
its co_nts on the draft report, it maintained that conducting a paywellt
verification of all expenditures of All! funds wider the proJect would be
counterproductive. We have moaified the reco_lIdation to delete this
requirement, on the basis that it would be extremely difficult for ti,e
Ministry to raise funds to pay back unsupported expenditures, and tlla, it
might be unfair to retroactively impose stricter stalldards £01 accounting
for AID fund".
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A. Findings~ and Recommnendations 

SPro ject Achievements Were L.ess Than AiAiipa ed < ~ ~ 

The. actual; acopih~ns of the'project'fell ar'sho~rt o athose paae 
Sin 
 thei project paper~ because the[ design~of> the proiject. was, overly

ambitious, iand> because ofA, implementation problemis suchi as~ deasi 
releasing budgeteda funds, a 'ack of:commnitmeint~ on the apart> of :the 

,N ini~try: o6f' Heal th an high urnover amon '.MinistryAmanagers... As a 
~y result) the~project had mai~de~ l1imteda progress toadis 'ol o 

iiiatyimproving to rua., ......... by 199. ' ' 

~~j Recommendation No. 1aa a.A.:y> rn+.aa..mai 

Wet recommend that UISAl/Haiti,. prior to' extend"igthe project .beyona its 
~~~p eseht planned comipietion date or ;obligatingj. additioiiali funds, r~~ 

agreement wth ?the, Ministry ,oI -ealth iii establishinig riealistic project 
. 

objective.A a.A 	 a A 

Discussiona 
 a 

a Most of. the project's maor objectives,.had niot been acivdas 

aresult, i.; the 'project ahad 
5 made-a limited progress tow~ard its goal of.~ 

s1iijfiacantly improving the.health5 of rural Haitians by: 1990 Tne 
'' 

4< ~ projct's major objectivesa included :"A 
, 

aa 

providing low cost heaalth services to up to 3 million rura! Haitians, 
 aa'. 

A<~<trainina 
 and deploying 1,550 health agents, L 

training and deploying. 560 auxiliary' niurses" to staff rua
 
dispensaries and~supervise healthv agents,.a
 

providing training and tech-nical assistance to str engthen management aa a 

oafthe oiisry f 270ahealt
 
building or envaL.LAIabout 7 elUUadspotfaiiis 	 n 

a aaC~ establishing of aa viable drug supysystem.a a a 

A.a 	 -ealhCare Coverage Th origal ojectivof th roet a to. 
prvie to 3amillion. While nio reliabjieseviesto-up: 	 ru~ral inihabitants~. 


'a",aa~..irformati'onwas,.available,' it, wPas aapparent. 'that. te aproject- hi~"a not ~.;~.~A
~'*Aaa~".taa''a.aa JJJLache.I'his eaJVe.L'oi.peroralce.-. prjetofce~siL 	 ULLLe dtkiat. 

<.;pclose
'salts. 

to half-,the -rural~ pop~ju±ltion kniew 
A ainlhatifrainsstm'wiiwsbigipeine 

how ,to use OaUlg. LrAL7ULd2LJii 

wh1en">we cmlt u re"view, m~ayvetaly", rev~'aJl~i~Irt66"a a 

''a" 'A.~ianformati.on .on sevie through~Ja UlivezJthe4 project.aAa...AaAaa./ .,, 

AAAA..A~A~a'AA A " A'wA.a 	 .. ' a.aaAa~AA~t~AA;~AA a~\A.a'~a"a'Aa 4 AAtAa4, '' 

A. Findings and Recommendations

1. Project Achievements Were Less Than Anticipa ted

The actual accompl ishments of the project fell far short ot those plarulod
in the project paper because the design of the proJe~t was overly
ambitious. and because of implementation problems SUdl as delays in
releasing budgeted funds, a lack of commitment on the J.lart of Ule
Ministry of Health. and high turnover alOOng Ministr)' managers. As a
resul t I the project had made limi ted progress toward its goal of
significantly improving the health of rural HaitiallS by 1990.

Recoaunendat i on No.1

We recommend that l.6AlD/Hai ti, prior to extend· g the project be)'ona Its
present planned completion date or obligating aaditiollal tunas, readl
agreement wi th the Ministry of Health in establishing reallstic JlroJect
objectives.

Discussion

~tost of the project's major objectives had not been adlieved. As a
result, the project had made limi ted progress toward as goal of
significantl)' improving the heal tJl of rural Hai tians b)' 19~U. Tile
project's major objectives includeo:

prOViding low cost health services to up to .) willion rural Haitlans,

training and deploying 1,550 health agents,

training and deploying SbU aUXiliary nurses
dispensaries and supervise health agents,

to staff rural

prOViding tfEllnlllg and teclUliad assistance to strengthen D18nagemellt
of the Ministry of Health,

building or renovating ahout 270 heal til and support facilities, anu

establishing of a viable drug supply syste,".

Health Care Coverage .- The original objective ot the project was to
provide services to up to 3 million rural inhabitants. While 110 rellallle
information was available, it was apparent that tile project haa not
approached this level of performance. The project officer estimated tH&t
the immunization program was reaching as many as SOO,OOU people. and
according to the Chief of USAllJ!Hal ti' s He.l th and Populatlon Oftlce,
close to half the rural population knew how to uSt: oral rehydratlall
salts. A national health information system, whidl was tJeing impleolentea
when we completed our review. may eventually prOVide more accurate
information on services deliveled through the project.
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alt 	 "Heal 	 entsAet Th~e original goal was, to trainA and deplo l,50 i 

~agen1ts;, but only about S50 a~ns a actually been trained.' (According"A~A 

project' 'began.~) Of~ these' 550: health agents , according to the )f6ject~i' 
450cer active. of medicines" and'were Severeh6rtadges 

othr sppie poor supervision, anid frequent delays Aof~uUPtQ ih 
ilAal'y payments' ha maie h agenits' morale and liaited' 

IN ther e e venes as health'care providers.~ 

Auxiliary3 Nurses The obbjective of training S560 auxiliary nurses andr 
~ deploying theia in-rural 'dispensaries' had'.been~ substantialyA a~hievea. In 

many, cases, _however, they 'did not- 'adeguately, super'vise theih6aithi agents~~" 
ass nd to,' them.: According to -a'Pormer 'Chlief of" the' .Heallth and.
 

~AAA~Population-Office, the-auxil'iai-ynurses lacked publi~c health 'iraining and
 
~~A~~"''were themselves-poorlyisupervisedA A 	 " 'A 'A 

~4AA~A 	 Institutional Strengthening ~iA -ar'jorA emphasis 'of tie project was to
 

triMinsr officials and imhpleeiint' improved administrative, systemas.
 
ASoe:proress had'been made in :this earea, niotably' ih the estab lishmienit -of 

'A 	 six priority, health programs, based' o . ep ii'6logical data, which ,had.''A' 	

be"'n acetd ye iitrofHat ic 92 n'eneral though,A
 
the L'LL3Liity' administratiozi wek.
~very remained 

*AA-Systems for 'purchasing and controlling medicines 'and other commodities 

were not ,,operating properly. For exampleA, many meicines were 
overstocked 'or had been' allowed to expirea, while other "needed drugs were A 

Snot' a'vailable . Controls over gasoline, vehicles, and waretiousedA 
commodities were inadequate to prevent'waste, misuse, or- theft.. A' sound, 
system for distributing~ spare parts' for vehicles'had been implementea," 

~,,but since" the, parts~ themselves 'were in short :'supply, '. many of. the~ 
SMinistry's vehicles,' were inoperable. F}or example, 'one-half of the­

vehicles 	 assigned to the Ministry's Northi Region were not operable. 

While Management Sciences for 'Health consultants had developed several
 
automated inventory systems (to list 'Ministry personnel," health' '
 

establishments, vehicles, and refrigerators used ina','cola chain" fur
 
vaccines), the lists we're not used as aA basis for management decisions.A
 
The locations of 'employees shown in the personnel list were' out of date,~\~
 
and; the other inventories were updated only by' project' consultants. The. 
 A'' 

~AA 	 had'. no~t plc m~aintaining~ or 'using" t'hese ssteimsV'roiyon
'Ministry 

creating 	doubts as,,to how long they would last after project tecunical 
assistance_ was'terminated.A''	 

'
 

SThe Ministry's finacncial management was extremely weak. Buageting, and 
~Q~;~'>';disbursement ofJitle- Ifunds Awas slow, and controls: 'over both 'Title 1 ' i 

'A"""andu ID fundsl'- were , inadequate toensure that they were use" 'ol""ot 
authorized ' purposes. A new accounting..syste', ,whicli had" "Just been A 

iplemented could, wi th tralninAA and supervision, ~improve'< 4AAproper,, 

~~'A~'Ai controls. ' ~~AAAA". 	 "A'financial A 	 ''"""'"4A 

~- -----...------..",,::'"'""""~~~----'=-......!!!!!!!!~~-----

Health Agents .- The original goal was to train and deploy 1,550 j~ea.l.th

agents, but only about 550 agents had actually been tfCliJleo. (According
to 8 1983 evaluation report, 375 agents had been trainee before tne
project began.) Of these 550 health agents, according to the ,?foJect
officer, perhaps 450 were active. Severe shortages of meaicines and
other supplies, poor supervision, and frequent delays of up ttl eight
months in salary payments had impaired the agents' morale ano h:!!i ted
their effectiveness as healtll care providers.

Auxiliary Nurses -- The objective of training 560 auxiliary nurses and
deploying them in rural dispensaries he:ad been substantially achieved. In
many cases, however J they did not adequately superVise tlle beal til agents
ass igned to them. According to a former ChlP.£ of the heal til anO
Population Office, the auxiliary nurses lack.ed pUblic health trCiining and
were themselves poorly supervised.

lnsti tutional Strengthening _. A major eUJphaS1S ot the project WaS to
train ~tinistry officials and implement improved aOlllinistrative S)'Steflis.
Some progress had been made in tllis area, notably in Ule es teablis)UiJellt of
six priority health programs, based ou epielelJiiological elata, ~il1ch hac
been accepted by each Minister of Healul since 19&2. In &eneral, though,
the Jotinistry's administration remained very weaK.

Systems for purchas~ng and controlling medicines ana other COlllwooitles
were not operaung properly. l-or example, many meoiCllles were
overstocked or had been allowed to expire, 'ft11ile other neeoed drugs were
not available. Controls over gCtsollne, vehicles, auel W"dTellousea
connodities weft:l inadequate to prevent weaste, misuse, or Uleft. A souud
system for distributing spare parts for vehicles haa been lOJplementeo,
but since the parts themselves were in short supply, many of tHe
~linistry's vehicles were inoperable. For example, one-nalf at tlie
vehicles assigned to the Ministry's ~orth Region were not operable.

While Management Sciences for Heal til consul tants had developea several
automated inventory systems (to list J.1inistry persoTUlel, health
establishments, vehicles, and refrigereators used ill a ocala chaln" for
vaccines), the lists were not used as a basis for nlana.gement oeclsions.
The locations of employees shown in the persOlUle1 list were oUt of da.te,
and the other inventories were updated only by project consultants. l'h~

Hinistry had not placed a priority on DLaintaining or using these sYStellIS,
creating doubts as to how long they would last after project teclUllcal
assistance was terminated.

The Ministry's financial management was extreoJely weak. bua~eun[; ana
disbursement of Title 1 flDlds was slow, and COlltr015 over both Title 1
and AID funds were inadequate to ensure t.hat they were usee OJlly 101
authorized purposes. A new accowlting systetu whicJl had Just been
implemented could, wi th proper training and superVision, lmprove
financial controls.
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--

1Facilities The' Project' Paper contemplated construction or renovationi'~~~ ~ 
Sof. 2 7, rur'al1 

--

dispensaries~, one' health cienter,". oiie .Aorrdm y i ia thirty
workshops/garages £and wareho~uses1 . 'Progr~ess ~in this'compjonent hiaa been~i:&. 

fto 
 beas ayo h i~' eet~, for dispensaries wer insu'iiiib.e;4 
construction costs 4fwere ridre d build~uings . selected foi 
renov~ationi were ini fact beyond re~pair;Q anid >scue <contractors mdidi not 
performij as agreed.~>iftyseven dispensaries~'f'~~jh tr, ax 
seven teen, supprt jfacilities >had 4 been completed,~ 6uit- 'there were. 

*~t reportedly delaysu ofL UJo one year pin, staff ing and :-.equipp'ing some of~ the~ 
Lfcilities.> Also, ,s cmne,, of the ,facilities Were 'not ,being maintained 
proprly.. Vie Mvissioni had ,: decided nrot -to fund :any - additional' 
recurring '<,costs. 'For two years; ~it, had been'iiegotiating'the selection Of 

~~~some additional, sites for. renovtion,; which 'sh'uont iires1he
 
Ministry's recurring costs. i"t
f' ft t ft t 

"<tDrug -Supply System Originally,1 USAID/Haiti plauedt urchase drugs 
for 1the Ministry of Health,, all approach- which would have ignored the4 
issue of 'hobw th~e -Miistry would' fund this recurring cost after the' 

'ffft ,project 'ended. instead,, a semi autoniomouis government agency the 
Atgeny, for the, Supply: of Community~ .tPharmacies,' or AGAPCO was 

festablishe'd 
 to sell drugs~ at ,a mark-up, to the, Miiiistry .of Jiealth and to 
<community pharmacies.' By August 198S, 'almost l9O0 pharmacies had' been 
established.. We believe' that the icurrenit approach is sound. however, f 

"AGAPCf's efforts ,to become financially self-sustaining 'have, been 
,~ft.obstructed by inappropriate vpurchases leading' to large' quantities' of 

overstocked and expired, drugs, anhd by, large sales on credit, to tke
 
Ministry' of 1-ealti,' which owed AGAPOfl about $170 eIO an arrount 1ecua3. 
to eleven months'I cash, sales. 

--

f 

Overall Factors Inhibiting Progress Besides the specific -causes of 
problems discussed above, four overall factor5 were responsible for the 

sotalbetween'planned and, actual accomplisl2.ments: the project was 
poorly designed, budgeted funds were not released in a timely manner, 

' 

turnover of project staff impeded institutional. strenghteniig, efforts,' 
ft * ft and somie key M~inistry officials were niot coftmittee to the pro~ect. t f 

The project 1design was incomplete and overly ambitious. According to ak 
former Chief of the Health and Population' Office,.the incompleteness of' 
the design was illustrated~by the fact~that 24' conditions precedent.,k~irny ~ f 

of'dhich 'had moie~thaV one' part) were included in theK projec~t 'agreement. ftt 

4' 4The design,~ was, 1overly aimbitious 'because' trie d'esigners did not ade~iztely
consider the Minstry's ablifty to'ftEid the project's 'recrrng, costs, ' 

~~ ~and' appairentl~yKoverestimiated theMnistry1's commitment and' administrative 
ability..~ This '.raised quezstion~s concerning 'the etenht of' the' Ministry'Is 

ftfff~f.fit't lnvolvement. in' the deig prcs. ,t as "eviaent during our review 
4~~tlfftff~ft'th~atfttt ," after. five'K years of t technical1 ds .stnce , 

<" miiistry~ still lack~ed the ffinancial arnd management .cap'ability ftoftt f't, 

~w.4'inpement a projetof ihi's~oni'el'lne magnfitutde.~4'~ 

4Since the" beginning of the pro6jec, budgetedunswrnoreaedi a
 
ft~ft~ timely miannier, hamperilng project activities. F1or examuple, litle. lf'unds $
 

for fiscal years 1l981 throuigh 1l985 were never released to the project at
 

"ft. 14 f.,ftt'41 6 4 

4 

Facilities The Project Paper conteruplateo construction or renovation
of 237 rural dispensaries, one health center, aile dormitory, altCJ thlrty
workshops/garages and warehouses. Progress in this component hac beeu
slow because many of the sites selecte<.l for dispensaries were Wlsultablej
cons tructl on costs were underestimated; some buildings selected fOl

renovation were in fact beyond repair; and sane contractors dio not
perform as agreed. Fifty-seven dispensaries, three health centers, and
seventeen support facili ties had been comJ.lI eteo, but there were
reported;'y delays of up to one year ill staffing and equipping some at Ult:
facil i ties. Also, sane of the fadli ties were not being mamtaineo
properly. The Mission had decided not to fund any additional
construction, in recongnition of the Ministry's dlfficulties ill fWlomg
recurring costs. For two years, it had been negotia ting the selection of
sane addi tional si tes for renovation, which shoulo not increase the
Ministry's recurring costs.

Drug Supply System -- Originally, lJ5A1D/Haiti plaruleo to purd,ase Drugs
for the ~tinistry of i-ealth, an approacll whidl \oIoulo have 19I1oreQ the
issue of how tile Ministry would fWld this recurring cost after tne
project ended. Ins tead , a semi -autonOOIous goveru.acnt ..ageucy tJJe
Agency for the Supply of Conuuunity Pharmacies, or AGAl-'CD was
established to sell drugs at a mark-ujJ to the J.'lilllstry 01 }-eal th alia to
cODVllunity pharmacies. By August HHsS, almost 190 ~laI1Ilacies nad oeeu
established. We believe that the current approach is SOW10. however,
AGAP(l)'s efforts to become financially sel£-sustc':llning have been
obstructed b)' inappropriate purchases leading to large quaJltl tles of
overs tocked and exvired drugs, and by large sales on creai t to the
fIolinistry of Health, which oweo AGAJ-'CO about $170:('(;0 -- an aOOlillt eqlJCtl
to eleven months I cash sales.

Overall Factors Inhibiting Progress Besiaes the speciflc causes ot
prOblems discussed above, four overall factors were resp:msible for Ute
shortfall between planned and actual accomplisbments: the project was
poorly designea, buagetea funds we're not re1eilsea in a timely IUCih.l1er,
turnover of project staff impeded institutional :itrcllghtenHig eHorts,
and sane key Ministry offIcials were not COll1Dlittea to the proJecr..

The project design was incomplete and overly anbitiolJs. Ac:cordin~ to a
farner Chief of the Heal t11 and Population Office, the incompleteness at
the design was illustrated by the fact that 24 conditions preceaent lrnany
of which had more than one part) were included in the project agreement.
The design was overly ambitious because the designers did not aaeq~tely

consider the Ministry's ability to fund Ole project's rE:C:iJrriJl~ costs,
and apparently overestimated the Ministry's conunitment ana adnJinistratlve
ability. Thi5 raised questions concerning the extent of the "urtistry's
involvement in the design process. It was eviaent duriltg our revie\oio
that, after five years of training and tecJIDICdl assistance, the
Ministry still laded the financial and management capablllty to
implement a vroject of this one's planned magnltuae.

Since the beginning of the project, budgeted funds were not releaseD in a
timely manner, hampering project activities. for exa~le, 1itle 1 funds
for fiscal years 1981 through 1985 were never released to the project at
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the .begining of 2the f isc~d year, because budgets and expendiiture ~reporits 

iunds w~ere~ used Iforunuhrdjprpes fi14 enar, 1984;: the
 
'k2 p~ receive ,Title.1.fuzids until "ini year,~ 


' 

roject did'no t Deember, and _:fis'c~i' '2j 
1985 it id, nrot' eceiv'e" -,the' funids '2iItil April~ Also; because, the' 
Ministry could not produce :'documentatLion to 1lqui'date ~ lar e to tw 

S made' in July 1l983,' ,USAID/~it~i .'was only' disburs ing ge dvantwoe 
seiautoomous ,entitiies ,wihI had theif own' -aj~~e "lhe ~Dvso f 

Familyu:HFgienie and Nutrition, and AGAPW). ~ f . 

istry,,manaso inded es crigt 
.< '"High turnover of'Minisr maaeent als i'ped dcin'gr sto
 

~ . a ,former,'Chief ;of. the Mission's Healtn ~and> Population, -,Office~, '.there had,
 
'''~" been seven Ministers of Health~during the first ,six years of thproject , 

and'tfour:Iietr ofAA .i' es'ta three. years. .other' mi1d-: ~Ia . 

1ower-level officials <involved in the'pr'oject-' also, came and& left',4 

tfrequengly T hbisade~'i it dificul t sregthen Ministry. management 

'Some 'Ministry' managers ,and staff lacked' commitmuent "to th'e project. 
Project odfficials told us that, the project had achieveo virtually nothing 
unider'one Minister who had just been replaced when' we began our review.. 

'said,In fact, they gains'. made, previouslyr were,_ 'st~ during his' tenure. 
For example," the Minister disbandeci a motor pool idvehicle assignment 
system, and assigned vehicles to individuals. Othe~r staff also frustrated 
achievement of the, project's objectives, o instance, one FinanciaL 
Manager who left the Ministry during our review had elffectively avoided 
meeting with USAIDA-aiti and Management Sciences for Healthi officials. 

While IJSAID/Haiti was responsible for the project ,design, and shared 
responsibility, for problems leading, to the slow release of furis,ithe 

' 

lack of commitment and high turnover among Ministry staff lay outside the 
Mission's control. These factors, which had a significant .negative 
impact on this project, should be a major consideration in future 
decisions 'concerning assistance to the Ministry of healthi. As a'minimum 
prerequisite to extending this project's planned completion date, or­
obligating additional~ funds,- USAIDAflaiti shoula reach agreement with the 
Ministry, in establishing' realistic goals for the remainder of the 
project. Missio6n should 'also continue to seek'teapinmn n 
retention of capable, dedicated project staff'a.inlet id 

'The 

" i 7; " Mavnagement Comnments 

""' 'jS, ID/jHaiti stated that it would, redefine~the, project's~ objectives,, in" """~ 

light f,,f existing institutional and "'economc 'constraints, 'before4 
exednthe project assistance completion date.U-- .,""' 

.4,', 

the beginning of the fisaol year. because Budgets and expenditure reports
were not submi t:tted to tlSA'ID1Hai ti in -a timely fashion, or because the
funds wer.e used for unauthorized purposes. In fiscal year 1~~4, the
project did not receive Title 1 funds until December, and in fiscal year
1985, it did not receive the funds until April. Also , because the
Ministry could not produce documentation to liquidate a large advance
made in July 1983, USAID/Haiti was only disbursing fUlIos to two
semi-autmDmous entities which had their own aovances ~the DiVlsion of
Family Hygiene and Nutrition. and AGAPOQJ.

High tWllover of Ministry management also impeded progress. .Acl!oroing to
a forner Ohief of the Mission IS HealtJl and Population Office, there hao
been seven Ministers of Heal th during the first six years of tlle proJect,
and four Directors of AGA:PCJ) in less than tnree years. Other WHJ- ana
lower-level o£ficials involved in the project also carne and left
frequently. 1his maae it: difficult to strengthen Ministry malJagcnJent
through technical assistance and training.

Some Ministry managers and staff lack.ea commi tment to the:: proJect.
Project officials told us that the project hao acluevea virtually HotJling
Wider one ~rinister who had JUSt been replacea wilen we began OUl review.
In fact, they said, gains made previously were lost! ouring Jus tenlLI'e.
For example, the Minister disbanoea a motor poOl ~111O venicle aSslgwuent
system and assigned vehicles to individuals. Other staff also trustTated
achievement of the project's objectives. For instance, aile Hnanclal
Manager ""ho left the Ministry during our review had effectively, Civoioea
meeting with 15AIDlHaiti and Management Sciences for Healul of£icials.

While USAID/Haiti was responsible for the project design, WIO Shared
resp:msibili ty for problems leading to the siow release of funas, the
lack of conuni tment and high turnover among Ministry staff lay outside the
Mission's control. These factors, whidl haa a signihcantJ negatlve::
impact on this project, should be a major consideration in future
decisions concerning assistance to the ~Jinis~ry of real til. As a minimun.
prerequisite to extending this project's plarmecl cOOlpleuon date, or
obI iga ting addi tional funds, USAlD!Hai ti snoula readl agreement wi th the
Ministry in establishing realistic goals for tne remaillde::r ot tne
project. The Mis:;ion should also contlnue to seeK the appoWtJIlcnt alicJ

retention of capable, dedicated project staff.

~Bnagement Comments

LSAlD,Iliaiti stated that it woula redefine
light of existing institut-ional and
extending the project assistance completion
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'2. MAD unds Wa're Disbursed Before~Conditions Precedent had been Nr-t oi 

he-proj agreementIs b - ondi't 1ons-prece ent-tbdiesdburseM
4of 'AID, funds. t was to 'determ~ine the status o6f cop1iance~~lK diffic'u1 t' 

wiith conditions preceden~t because Md 'ssion.staff invovb1ewith' ile prject 9' 
bnis~ eary stages ad left ;byetLimemwe conducted our'reviei4' 'and 
bcauifs th Miessden' filsidnt learl the o6f oAie',r~establish statu~s

th, c..tis,, onestd: al onWas' 
lettersand oethereneemen;tationp M e. 

..in-... e o . ' .tblea review of project 
c cen rst conclute 

that at.,' least $16,' illioni n All) funds had beendisbursed, ,as of June, 30,' 
1985, even though conditionis Trecedeli tontheir, disbursement haa loi. e 

s.wated t,' s
oret .Mission was, aware, hene of e ' ondition . 
prededenttIhad no e met, but ,, not 'enforce iace b I it' 'did tcm ecaus', .'. 

believed that the Ministry wapsunable to meet some of tccond tions, and, 
because, according to,one".official, .. :toA.D/haiti wasmore committed the 
project' thee Mnistry: AsIthana result, a substa-tialajount ofAll)
funds .was' disbursed wi thout' adequate 'assurance that the muoney would -be,<' 
well, spent.'' '~ ' 

Recommendation.No. 2' 

We recommends that IJSAID/Haiti: ' 

mouttwThecprecedeft b;etng,£rw,hol, '-

" a) recapitulate 'for 'the.ibenefi yof. the current Minister of h-ealthi the 

statusof . conditionsprecedent 'a project impeentationeall through 

letter, and sr 
 , 

b) notify the Ministry that it will discontinue disbursententsinder this 
project until the relevant', conditions' 'Precedent', have been. miet or 
waived., 

Discussion . 

1The projecth.,agreement established 24 conditions precedent to disbursement ~. 
which, according toAID Handbook 3; Section bD.5.d., should generallyr be 
limited 'to,, those. .actions without which-a project should not go&forward. "'-' 

Project implementatio letter no.'-l stated'.that,when the, Mission appioved 
" documnttion' submitted,, to satisfyacondition§'pre'cedent, it woulci notify 

the Mini'stry of Healti' through a project implemeitationi letter.' 
 4-' " 

Beas4 tafivlvdi'h early stages of poet theaif h
 

Mission by, the; time, we began'.the review,, and, rmore'. importantly,, because
 
the Mission'.s filesidid' not clearly documient. the 'sta'ts of> eacn .conaition 

4~-'i~C&precedent, -it was'diE ficilt,_to deterne wheithe' the conditions precedlent 
. 

had" been- met, waived,"or neithe";4~,.,,'.;' '" 4"~ K.7 

~;'<"'~" Notwithsanding t hese, problems,,based on our .review>..of projct ', 

i.mplementation' letters, correspondence', reports>' and interviews. with 
project offi'cals, 'we concluded' that'at "leas,' $10A million in AID~ -fux 
had been disbursed, as "of '4Junie 4'30,7185 even though tile conditions" 

prcdnotei ibreethad not been met or waived. , Over~alli,"' 4' '..,,< 

2. AID Funds Were Disbursed Before Conditions Precedent Hau Been Met or
Waiv.ed

:Fhe prodee~ agreement: establ·ished 24 condi-tiolls preceoent to aisburseulent
of ~ID funds. It was difficul!t to determine the status of complIance
wi th condi tions precetlent because ~,'dsS'ion staff involved wi th the projec.t
in its early stages had left by the time we conducted our review, and
because the ~tissionrs files did not clearly establish the status of some
conditions precedent. Nonetheless, based on our review of lJroJect
implementation letters and other corresponaence and reports, we coucluCJea
that at least $10 million in Alh funds had been disbursed, as of June ;0,
1985, even though condi lions precedent to their disbursement naa not bf.en
met or waived. The Mission was aware that some of tile cOllditions
precedent had not been met, but did not enforce compllallce because It
believed that the Ministry was unable to Uleet some of tJh condi tlons, and
because, aecording to one official, USAlD/haiti was more cOfiJIllittea to the
pr.oject than the ~Jnistry. As a result, a suUstalltial amount ot AllJ
funds was disbursed wi thout adequate assurance that the lUoney woula be
well spent.

Recommendation No.2

We recommend that USAlD/Haiti:

aJ recapi tula te for the benefi t of
status of all conditions precedent
letter, and

~he current ~ilfister of l'iealUt the
through a project implelileutatlOn

b) notify the }Iotinistry that it will discontinue disLursenlents Wider tnis
project Wltil the relevant conditions precedent Ilave been met or
waived.

Discussion

The project agreement established 24 conaltlons preceaent to dlsbullseruenl
\o,hich, according to AID Handbook 3, Section bD.S.d., should !(enerall)' De
limi ted to those actions wi thout which a project should IIOt go forward.
Project implementation letter no. 1 stated that when the MissioIJ apIJrovea
documentation submitted to satisfy a conditlon preceueut, it WOUlo. notify
the Ministry of Heal th through a project iwplemeutation letter,

Because staff involved in the earl)' stages of the project haa left the
Mission by the time we began tile reVlew, and, more importantly, oecause
the Mission's files did not clearly docwnent the status of eacn conaltlon
precedent, it was difficult to determine .aletlleL' the conditions preCeOtlllt
had been met, waived, or neither.

Nooii thstanding these problems, based on our review of project
implementation ietters, correspondence, reports, and interviews with
project officials, we concluded that at least $10 million ill :AID fWlos
had been disBursed, as of JW1e 30, 1985, even though the couditiolls
precedent to their disbursement had not been met or waived. Overal~,
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eigto e24A odtos rcdn had not been me t or av.Eih
addiitionial conditions may have ,been met,~,but :comupliance 'was~ not 
documenited Iin the Mission's files_ (Appendix___1,__:2__3___ 

the.h 
because it~believed thata the Ministry was unable t~o ineet .some: , oi fatne 

The Mission had, notl enforced ctliac w ecoait ions preceaeiit 

conditions and because, according to a fo~rmer Chief of,.the fkeaJth dnd 
~Pop~ulatiobn Of fice, theMi ssion was mor~e commiitted to the project than tiih"'< 
Ma'a'vinistry.4t'a''~~' 

~-'Because ,,AID Handbook~ 32 generally limiits conditions precedent to> esenia 
'~%a1I~requirements~ (i.e., thi6se- without which a proj~ shudntQo ifowr
 
~<a~aaa~a~ one rmust,' concludea, that a,1arge 'Aoit of 'A!D funs a ibre ih~ 
 '~~a 

a~;pA~ adequate' assurance that 4the -funds, would~be wisely ,used. .Also, fai lure~to "-> 

aenforce .',conditions" -precedent enicour~ages -orr~wer/grantees2 to taKe lightly
their 'obligatiois, under p remets 

aa 

In conclus ion, 21.SA1D/Haiti ahad disbursed at least ,lO irillion even though
the 'relevant conditions krcedent had not been met ~or waivea. The unet 

a~<~ 

a~~a' 

a'aaaaconditions' 
 precedent- shoul& be~met or waived,'and the Ministry of. Health'A 
"anotified 
 atoa that effect,,jefore aadditionalafuInds,'are disbursed under' thiis 'a 4a 

project.~ 'aaa'a~-4 

~ M anagement iCommtents aaa 

ar The Mission stated that it was preparing aaprojecta' implementation Jettera'a>.aa 
to .document, compliance wi th seven 'conditions -precedent,aandx that, it 

'a planned to waive.: eleven additi~oal ondiios. :peedent. These .woula 
then'abe abetvs.to project 

a~' 

'cniee 'be achievedaaduring athe extended a~ 

life., It-lne toisiton opliance itha at' least one I condit Iion 
_ 'a~ (therequirement- for annuala implemientatioii plas) before fiscal yeair 1,l 8b.a 

a'a~ 

A'aaaa 

funds were 'disbursed. aaaa~'aa~' 

}<aaaa'''a OIG Responsea aa'aa 'a>aaa 

~-~aa~a-4',aThe Action's pandndunderway meet the intent of arecoitnencation,'aour 

Sprovided, that ano more funds are, disbursed until the arelevant conditions ~'a 
precedent hav bee met oa waived.' a 

a~a4 a - ' ~ a,' ''''~'aaa9~ 

eight of
additional
documellted

the 24 conditions precedent had not been IDet or waivea.
conditions may have been met. but corupliance was

in the Mission's files (Appendix I, page 2,).

Eight
not

The Mission had not enforced compliance wi til we conaitions preceaeIlt
because it believed that the Ministry was unable to meet SOlUe of tne
conditions, and because, according to a former Cnief at the HealtJ'l ana
Population Office J the ~tission was more cOlillDi tteci. to the project wan the
Ministry.

Because AID Handbook 3 generally limi ts conal tiollS precedeut to esseliti&l
requirements (i.e., those without which a project shoulo not ~o to~'aruJJ
one must conclude that a large aDlOwlt of AID funds was distJurseo wi tHout
adequate assurance that the funds would be wisely used. Also, faiiure to
enforce conditions precedent encourages ... vrro\o,er/grantees to take lightly
their obligations under project agreements.

In concLusion, USAlD/Hai tli had dlsbursea at leetst $lU million even though
the relevant conditions precedent had not been met or waiveo. The WUlJet
conditions precedent should be met or waived, and the Minlstry of l-ealth
notified to that effect, before additional fWlds are disbursed Wider this
project.

Management Coomlents

The Mission stated that it WetS preparing a project implemelltation lettt:r
to document compliance wi tll seven condidons precedent, and that it
planned to waive eleven addi tional concH tions preceaent. These woule
then be considered. objectives to be acltieved during the extended project
life. It plarmed to insist on compliance witt! at least one conultloh
(the requirement for annual implementatioll plans) before fiscaJ. yeaI J.~8b

funds were disbursed.

DIG Response

The actions plaruled and underway meet the intent ot our reCOllliJleJlOatlOfl,
provided that no more funds Cire disuursed wltil tne relevant conClltions
precedent have been met or waived.
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3. Acontngfr roec FndWas Inadequate 

Accountiing for AID an Ttle I ~fi ds did-nt ~il 

esalsh n~e project -agreement. It was impossib le to -verify~ 
wheter4~ many of the expenditures. were projec rlatea. USAIDAiaiti ha 
iZssued ~a $3106, 396 bill'f ol.'< collect'ion' because> tn Ministry couli not ~ 
produice documenitation to liquidate 'an: advance" of' AIlD ,funis. This 

4'44A~of, he lack, ofj 'sound. procedure's , .-,and~because. pl'.reords, "substatiating 
- Ttie Pexpniue beoe coe 193had >:"reportedly'b een,,, mis~placed. 

th ;Mssio 'di' "n6 thav6,ufic ht~ 
.4 -expendit ures were projectrelated, andithe pa'ce 'of'the iiproject, ' had, slowed 

c'onsiderably whilej project 'staff attempted '-to liquiciate,,the outstanig.-'.~-' &~' --.­

.4 -Recommendation No.~3I. 

'4.4\>Ic We recomm'end that WIAIDAiaiti: i> 

a)provide for training and' full-tm sprsinoe acutg'for 
project funds;.4'-- ~­

b) obtain' evidence 2that 'the Goveriient. of Haiti is subtaitting accurate' 
'7expenditurie reports~and budgets-4in a timely fashion, -permittinlg the 

4' 

timely~release of Ti tle I funds to the project,;- -r . 

Sc) -obtain; evidence that an addendum, to 4the accountin m'nanual, ha's been '.2> 

provided 'to> responsible. staff*, 'describing thez elements 'up' tn44 

'.documentation must ~'containv to demonstrateY 'that'I expenditures 'are -x'>>44'4 

4"4 4- project 'related; andy £ ei~iiieo 

Thcproject agreement 'provided that the project would be carrieai out in 
..accordance with sound, financial 'anoa maaeetpatie.4t as 

-­

requred grnteekee bo .sand'1-,recordsin, accordance withhatthe , 
'4 '4 generally 4 accepted accounting prirciples,,'adequate to show 4- tile 4receipt,~ 

and, use' of goods acquired' under the"- grant,> and that,,these books andi 
'records be 'audited regularly. -These requirements were ndt met'.'4" '4 

-ecause'B444-444.444an, advance dating from 'July 41.983 haci not, been liquicia-ea 
SLAID/Haiti issued a bill' for colcini Ya,18' for $31,3.q The"44 

pa'ce 'of' the' '4project had slowed 4to>,a "crawl' because-the Mission, was 'only
 
disbursiig funds to two 'semi-au~d'iiomois.' ,entities: j~u gedQ cdpable~ oi '>'
 

~ managing' .,their .own ~advancesL (the2 Division o$f Familly i41rgiene -and-

Nu&trition, < 

''
 

"'4" and AGAPQ)), andl 1 because. Mn~risftry2?istaff ana project""'-4 4 . ; 
consul'tnts were~ spending 'a" great deal of time searching for supporting'"--'4>.-­
documents.~"4 '- - .. ' '~-44-' ~ '4 '''< 

'44 '4 

'4~4'4'' 44~ ' 44,~ - "--~ -r"10 -- ".~' '4-'74 

•

3.

Accounting for AID and Title I funds did not comply wi tn standards
established in the project agreement. It was impossible to verify
whether many of the expenditures were p'~oject relateo. USAlD/Haiti haa
issued a $310,396 bill for collection because tne ~)illistq' couIa not
produce docwnenta tion to :liquida te an advance of AID fWl<.15. This
situation existed because accounting staff were not well trained, because
of the lack of sound procedures, and because ~ll records suust~ntiatint

11 tie I expendi tures before October 19B3 had reportedly been misplaced.
As a result) the Mission did no11 hav:e suffi dent assurance tllCit many
expenditures were project related, and the pace of the project had slowea
considex:abiy while project staff attempted to liquiaate the cutstanaing
advance.

Recommendation No. 3

We Feconunend tha t 115AIDlHai ti :

a) provide for training and full-time supervision over ·accounting for
project fWlds;

b) obtain evidence that the Q)verllment of Hal ti IS stililui ttln~ accurate
expendi ture reports and budgets in a timely £as1lioo, permit tiJlg t:he
timely release of Title I funds to the pro)ec~j

c~ obtain evidence that an addendum to the accowlting manual has been
provided to responsible staff, describing the elements supporting
documentation must contain to demonstrate tJiat expenditures are
project relatedj and

d) notify the ~finistry of Health that future expenQitures at
will be subjected to payment verificatlon, and that
expenditures will be disallowed.

AIIl fw,as
W15upportea

Discussion

The project agreement providea that Ule project woula be carriea out In
accordance wi th sound financial ana management practices. It also
required that the grantee keel? bOOKS and records In accordance wi tJl
generally accepted accounting principles, adequate to show the receipt
and use of goods acquired lll1der the grant, and that these booK:s ana
records be audi ted regularly. Thest. requirements were not met.

Because an advance dating froru July 1983 haa not been llttlJlaatea,
USAID/Haiti issued a bill for collection in llay 1995 for ~310,396. l'lIe
pace of the project had slowed to a crawl because tile M.lssion was ouly
disbursing funds to two semi·autonomous entitles juageo capable ot
managi"t' their own advances ~the Division of Family I1ygiene and
ttltrition, and AGA.PQ)) t ana because Ministry staff ana project
consultants were spending a great deal of time searching for supporting
documents .

- 10-

http:maaeetpatie.4t


We, reviewed documents suprtn the, expenditure of J15,93inAI 
funds. Some of 'these documents were'beinhg held by the to btinib etry
applied-, to -the bill--fo r -coi1-1e tin.ii T obm ssiOrfthee do-60cwnents' t
AIDJ had1 

' 

been delayed because, due 'to-turn ver~ .'~n h c~utn tff 
no one in the Ministry~knwhow,to,piepare.-a .reiumburseme~nt voucher7 4The.?t4 4 
remaining dcmet were 'submitted in; support o 'vouiers paid by~AID inF1

1l983. . Documen tati1on supporting, .3'7 perentof 'the -expenditu~res~we4 
reviewe6d did not Idemonstrate t'hat the -were project related: 

'1 * .> ~ Accepted >'~Questioned Totali 

~414.44 Doc~.uments hel by th I~iALsi4. 18,48~ 1 '~ 39)811 t'i '291 . .4A 

Documents submitted to-AID 9,3 7 01"$-6,6 


TOT~1UAL ,' 285,947, 49,747 4441'.1..'4'44 

- - - - - - - - - - - -

(63) (7% (10% 

The reut of ou reiw ugs hta amn-eiiaino l 

resultstantfe sgettaamune o orreie apyetvrfiaino l 

4~?4 Controls over-. P.L., 480 ,Title 1.I~1counterpar~t funds, ,were even less.~ 
01414 effective.1 At~ least sinc ,l981,Ttl I4ud anvrbe ,eesdt
 

the 4project-at, the',-beginning of ythe>fi 1yea'&i fdaysn 7''' 

.4'~~ submitting'budgets and expenditure r~eports1 to', the 'Mission'. In'fiscal,~ 
yea_,985 tefunds were not released unil April',because Ti'tl&1,Ifunus, 

were.Iusd'for~unauthorized purposes ~in 1984, and it'took 'seven' nionths ,to, 
arrange 2for, the; return- of. those? funds. into . an "escrow account,. in 
addition, 'records s'ubstantiating expenditures of :Titl~e 1 fuxids beforej,-.
Octobe'r "1983 .. were not-available. 1We were told tha.trecords. had 1been'..kept..
but;I that Ithey, could4 not be' located.- We reviewed 'supporting.'.the 

documentation for§ $353, 204" in, Title1 1 expenidituires1 from 'Octobe'r 1983Y1 
4y.4. thro6ugh Ma 41985,.anid .found that dcumeiits suppor ting 49 tpercent "of" tki.44-. 

~exp14~ no~t-demonistrate that they2were Iproject related. ~ . enditures' did 

The common "problems with substantiating project.-'v"documientation" 

.1~~'2,,22442 expenditures were:1' .. 4,1..4.. '44, 

-- missing supporting documents,;14~ ,. 4..,4.0 ... 4 

'4~~ >~~receipts that did not describe the goods or services7-purchased;Q4>+N<4 ~" 

0travel 
 auULWLztios/reot tht i not specify- ule dat~es of.4441 
I ~~ travel, places visite'd,1 orf the purpose of travel, or 0lacke4 the 

'.4 employee'4s or supervisor's signatures; 04.4r 

1la'ck' 
 of evidence 0that 'employees paid in cashi actually 1 received the' 
A A ~ 'pay'ments; A~' 4 >,..,22., 444.4444 ""7' . 

4.4 " 4'\ - ~ 4 44 .,4,244.,,4,' ,, , ~ 1~ 4 4~',..4'­

that a payment verification of all
project would dlsclose a large

I

We reviewed documents supporting the expenditure of $135,6~3 in AID
funds. Some of these documents were being held by the Ministry, to be
applied to~he bill for collection. The submission of these documents to
AID had been delayed because, due to turnover among the accounting staff,
no one in the Ministry knew how to prepare a reimbursement VOUQler. The
remaining documents were submitted in support of vouchers paia by AID in
1983. Documenta tion supporting 37 percent of the expenoi tLlres we
reviewed did not demonstrate that they were project related:

Accepted Questioned Total

Documents held by the ~:inistry $ 18,451 $ :>9,811 $ 58,291
(:>Z,) (68') (1001)

Documents submitted to AID $ 67,466 $ 9,9:>0 $ 77 ,40Z
( 87') l1:>\) (1001)

TOTAL $ 85,947 $ 49,747 $1:>5,69:>
======== =======:= ========

(6:>') l:>71) (lOO'J

The results of our review suggest
expenditures of AlD funds under this
amount of unsubstantiated expenditures.

Controls over P. L. 480 Ti tIe 1 counterpart funds were even less
effective. At least since 1981, Title I funds had never been releaseu to
the project at the beginning of the fiscal year because of delays 1n
submitting budgets and expenditure reports to the Mission. In fiscal
year 1985, the funds were not released until April because Title I funds
were used for unauthorized purposes in 1984, and it took seven DJonths to
arrange for the return of those funds into an escrow accowlt. In
addi tion, records substantiating expendi tures of Ti tIe 1 fWlds before
October 1983 were not available. We were told that records had been kept
but that they could not be located. We revie\ofed the supporting
documentation for $353,204 in Title 1 expenditures from OCtober 19~3

through ~lay 1985, and found that documents supporting 49 percent of the
expenditures did not demonstrate that they were project related.

The cOllUDon problems wi th documentation sUbstantiating project
expenditures were:

missing supporting documentsj

receipts that did not describe the goods or services purchased;

travel authorizations/reports that did
travel, places visited, or the purpose
employee's or supervisor's signatures;

not
of

specify
travel,

the dates
or lackea

of
the

lack of evidence that employees paid in cash actually received. the
payments;
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-- lack of evidence. that~ the Minis try of 1-aith actually ~~evo4s 

p~L~umer~ ntshow4'tle >7veficle 
7 flcens7d~ci 

There were seea esn h acco~unting for pro~ject funds w~as veak. No~
syteaicaconin prcdue were ;in ~place--duringkniuch:.of 7 the> project ' 

b " - allll 
w:tabtcco nt . w te 

reve~,utacoding oaconsuath6 helped4 develop, te .maniual ai1 7 
the ,employes; h&.reeived ,-mdnu'as b, the tine.e completedthe audit., 

o, 4 types, supporting"iiIhrent erof:, 
d-cui.b tsbthat-slouladeb kept ,,it,-,did -not:'describe lthose elements, tile 
- documents must4 containto demonstrate thatr1 an expenditure is project .' 


-';polm 
 anualne:.related. Finally Isomie employees.:-.ujderstooc ,what,was: required, but > ~44 ' 

evidently, 'did, not recognize. the importance of strictly,,,adherng to­
establishedmnorms. 

Asoau4 tbeconte o cijted, 4there was inadequate assurance that74 
many, _.project expenditures, were infact project related.. Little',elsews----­
being accomp ishedon theproject whild consultats­
searched' for s. _to bill' for, collection.sporting7 rdociumnts apply, to~the 
A4-747rr.4-a,lsoJ,- i tl aIipos I bet de'termnine&tie total -amou-wt of hitl e 14 f ufci5--4-'.
 

14444~~4~>4~ spent on,. the project.' ~ 47~74 ~ 4"
 

& < To .summnarize,> accounting," for, project. funds 7had', to be,> substantially 

~4>~ strengthen7 ed ,44to 7Kprovide47 reasonable assuance4tnlat resoifrcs were aevotedW 

.4 

22
 
4"4~~to,', achieving7 pjroject >Objectives.4 'USAID/H-aiti. , shold'.: 1provide -41>'
>7for 

fulltim. tainng> ~and Isupervision4 over. accountinig,, for pro)Iect tui ds. 
This ,shul rithwvr e nerpreted , as Irelieving the Ivinity ,o 

~>h>~>-4---4 of The
4its
Health responsibility to properly4 control 'project resources. 

7 4.7Mission4 444 should obtain7 evidenc~e that~the, Government >of haiti 'is' submiitting 4'>4.>'1-. 

budgets and', 'expenditure reports 'in7 a timl manner, ,permitting the&-iir1y
release of Title Iana~finds- t&thep3trn-project. 747Finally, 'the accounting< mianualyproa andR i {
 
sh7447.744>b todescribie elements suprtn'mnato ­ould 'expanded the that -­

4 
>4>-7-> 44>4 JPJt contaixi to>2 demonstrate that;4'costs are> project relateci. h>'fiile', tis'. . 
>;74 c4' > level 'ofk detail . would In6>t normnally~ be~irequired, somie 4 Mnistry>employeesI s 

were found to4 -lack %theK'qualifications> or, experience to> exercise~ sound--'44-->. 
~.., judgeret in this 'matter. .. 4>7.7 7474­

M'---'>Iiaagemen~t 7Comment~s47 7 

USAID/Hiatbi objecte 4 to- >the .,recommendation in our draft report that th1
 
7 4 -- 7-

-

a>payment of,
,>,,A 4 cndut verification of ally disbursemenits A fiuncis WndeiY 74 

the project,, and recover any~ wusuortd csts on th7bsitati 
would be ' couterprodu~ti~e. The sttdta .i'peetn ,tte 

ntb 'eomnainwolos t-effecie wwould~~, 
>.4 7Mission 47, 

effectively precluae 
any other prouject activities forthree to six mothUrdwol apy e 
an>di different2 standar~ds to> the approvail process. The k4ssion concurred>44' 
4th the other, parts of .~wi- the recommhenda~tlion. 47 ~44 ---- 44~~44474~4 

47 -7> ~ ~ 7- 4 44 7 ,7 -474-74~ 47444444 4 - 744412 ~ ~ 7 7744>>747, 4.7 44~,4 

,

lack of evidence that the Ministry of health actually recelVeo
CODlIDodi ties purchased.; and

receipts for gasoline ~JUrdlases that alCl not show the venlcle license
plate number.

There were several reasons why accounting for project funos was weak:. No
systematic accounting procedures were in place during mudl of the project
life. A new accounting system haa just been implelUenteo wheu \oe betall
our review, but some employees ..ere haring difflculty wlderStanding tne
system. Some employees dio not have accowning malluals ",nell we began our
review, but according to a consultant \dlO helped develop themallual.a11
the employees had receiveo manuals by the tinte we completeo tne audi t.
Also, while the manual described the different types of supIJorting
docw...ltS that should be kept, it did not oescribe those elements tile
docwnents must contain to demonstrate that an expendlture is project
related. Finally, scxlle eDlplo}'ees understooCl what WetS required, but
eVidently did not recognize the importance of strictly adhenng to
established norms.

As a result of the problems citeo, there was inadequate assw"ance twn
many project expenditures \oere ill fact project relateo. Little else W<:tS
being accompl ished on the project while Ministry suft' and consul tallts
searched for supporting docLUnent~ to apply to the bill for collect.loll.
Also, it was impossible to determine the total aruawlt of h tie I funus
spent on the project.

To sUlTll1arize, accounting for proJect fundS had to be substautlally
strengthened to prOVide reasonable assurance tnat resources were oevoted
to adlieving project objectives. USAID/Haiti shoulo provide for
full-time tralnwg and supervlSlon over accowlting for project tunas.
This shOUld not, however, be interpreted as relieving the Minlstry ot
Health of its responsibility to properly control project reSOLWces. The
~tission shOUld obtain evidence dlat the GoverrUheJJt of haiti is Sl1blnlbtlnl:
budgets and expendi ture reports in a tilliely manner) pernli Hing the tilllely
release of Ti tie I fW1ds to the proJect. Finally, the accoWltling mallua!
should be expanded to describe the elements Ulat supporting dOclimentatlioJI
RUSt contain to demonstrate that costs are project relateo. while tins
level of detail would not normally be required, some ~unistry employees
were fOWld to lack the qualifications or expenence to exercise SOWld
judgement in this matter.

~~nagement Cow~ents

USAID/Hai ti objected to the reconunendatlon in our araft rejJOrt theat 1t
conduct a payment verification of all disbursements at Aill tWiOS tinoe!
the project, and recover any unsupported costs, on the O~SlS th~t It
would be cOWlterproductive. The Mission stated that implementlng Ute
recommendation would not be cost-effective, would effectlvely Vrecluoe
any other project activities for three to six lDunths, and WOUld apply new
and different standards to the approvC&i process. The Mission coucurrea
with the other parts of the recommendation.
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OIG Resp:mse

The }Olission may be correct in its estimation that the effort involved ill
supporting past transactions would not be cost·effectivj}. Consequently)
'tie have deleted the parts of the reconunendation wHich woule have requirea
payment verification and recovery of WlSupported costs already IJlCUrred
under the project, on the basis that it would be extr~Dely difficult for
the ~linistry to raise the funds required to pay back. WlSupportea
expenditures of AID funds, ana that it might be unfoir to retroactivelY
impose stricter standaras for accounting for AI]) fLDlds.
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4. Warehouse Controls Needed to be Strengthened~+:~ ~ 

,-,---he-project-greentent-requiredl-; lithte--proect be carr-iei -out in-­
>z con'formity with.sound managemient ractice, wihrqursta resources4 ' 

be :protected from waste, misuse, sand thft owever, controis~in th<~ 
-,Ministry of4 Healthi and AGAPCO warehouses we visited needed to be 

strenghtened. 'Amounts' shown' on control cars frequenitly diiot ma.tc~h 
the stock actually on~hand,,>- and nume~rous~ <other' on1trl -probl1emus also 

~ 	 cxis'ted.' The warehous,,"VIijyeesK4often .diWl notuwe' tand~or di' o 
~'4~y~<. 	 consiieil.Lfolow,'soundcontro procedures. As' a result, c'.omiiities
 

in '.Vthe. warehouses were .not adequately. , aeure, .and.., the two,

.rganizationsg 	 lacked the acae'4information needed-<ito manage tneir 

'."r7Recommendation No.4 	 ' 

We ~,recommend, that IJSAID/Hfti otain from'.the 'Ministry of healdthand the 
Phariicemce ec tAgency 	 for~ the Supply of' .Conniuiity'u evdne tai both-, 

organizations-.' 	 ~, 

a) 	have conducted physical inventories in their warehouses, corrected
 
control cards to show the actual stock on hand,; and excplained
 
significant discrepancies to the Mission's satisfaction;.~.
 

b)have' 	provided written guidance to th'e responsible employees,
b)detailing ap4propriate procedures, for,~ controll~ig warehoused 

4 commo~dities; and
 

c) are conducting periodic .examinations to ,ensure that specified;~''.~ 
4 -~ procedures are being followed.'44 '. 

44 

44~.4444Discussion 


Section .2 of the'project agreement provides thnat the grantee will cary 

''i4444o.ut'4the project or Icause it to be' carried out with ,due diligence .and 
efficiency, in conformity with sound technical, financial, and. management 

.4. practice.. on m~aaemen prcie requires that resources. sch, as ' 

supplies and equipment be protected from waste, theft, and misuse.'4 

Commodities 4kept i1n Ministry~ of Health a.nid 'AGAPGO warehouses w-ere not 
adequately safeguarded., In two-thirds of the.4cases we examined> (42 of. o4 

.4.~4.'..... 

. 4 

cases), '.the. amounts shown oiithe control cards didi not matchi the stock on.4 

because employees 4did not understand how the .cards should be: used,.
44hand 


>444not 	 'aKtimly fashion' and becitsbecause the-.cards. were up'datdiV A',n 	 aK44 

~peiodi phsca nvnore were not conducted-'' 44 .. 4.4 	 . 

We 4 noted 4nmeroujs other~instances of control weakneses whichi 4 pointedou 
the need 'to p.rovide" addi'tional guidance 'to-. emiployees4 anerf 

4'.4444.4 compliance with established rocedures: 4 4 .. 

~44.~44,<444.~ Control cards not used.444 ~4'44~4444 4 4,44.44:4>4 44. 44 

44444~4 4444 One control card used for more than on type of item 

:4 ~~~~~ ~~~~~~ 	 4 4,44,...~4... ~ 4 .44.44 

4. Warehouse Controls Needed to be Strengthenea

The project agreement requireCi that the projec-t be carriee out in
conformi ty wi th sowld management practice, which requires that resources
be protected from waste, misuse, and tJleft. However, controlS in tne
Ministry of Heal t11 and AGAPOO warehouses we visi teo needed to be
strenghtened. Amounts shown on control cards frequently (jiG not match
the stork actually on hand, anc numerous other control prooleUlS also
existed. The warehouse employees often dUJ not wloerst3lld, or OIG not
consistelltly follo,", , sound control proceaures. As a result, cOlflllloaities
in the \fr,'arehouses were not adequa tely safeguaroeo, ana the two
C?rganiza~ions lacked the accurate infoTII1t1tlOn needea to manage weir
lIlventones.

Recoounendation No.4

He recorMlend that L6A1D/Hait.i obtain from the ~rinistry of }-eal til anel tilt:
Agenc)' for the Supply of Conununi ty PhClntlaci es eVldence that both
organizC:ltions:

a) have conducted physical
can trol cards to show
significant discrepancies

inventories ill their lrl'arehouses,
Ule actual stoclo.. 011 hand, ana
to the Mission's satisfaction;

correcteo
explained

b) have prOVided written
detailing appropriate
commodities; and

gUidance to
procedures

the
for

responsible
controlling

eOlJ..lloyees,
warel1ou~ea

I

c) are conducting periodic examinations to ensure that speciftea
procedures are being followed.

Discussion

Section B.2 of the project agreement proviaes that the grantee will carry
out the project or cause it to be carried out wi th aue di1i~ence alia
efficiency, in conformi ty \-I'i th sowld technic&l, financial, alld managemeut
practice. SoWld management practice requires tnat resolJrces such as
supplies and equipment be protected from waste, theft, and misuse.

Conunodities kept in Ministry of liealth and AGAPCD warehouses wt:re not
adequately safeguarded. In two·thirds of the cases we eXCinJined t4L of 04
cases), the alUOWlts shol.'T1 au the control cards dId not matClI the stOCk on
hand because employees did not understand hO\-l' the CClras 5hoUJd be useo,
because the cards .....'ere not updatl in a timely faslnon, ana becCluse
periodic physical inventories were not conducted.

We noted munerous other instances of control weaknesses whicli pointed out
the need to provide additional guidance to employees anu verIfy
compliance with established procedures:

Control cards not used.

One control card used for IIX)re than one type of item.
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I 4 

Deciption of:. the~ item~ on the control car so vague ,that tji&
employeedi._.nQ.~know' whi~ch entm'in.the--warehouseeLL-correspoh dec1 to.-,---.,,, 

A4~~Items incorrectly idenified On control, cards. ~ ~ *, 

eep
One contro carO for items stored in miore 'than~one 'facility.4 

Enpoye coul not~locate item hiow on ontr~ol cards, or coulu not~.4 
q locate Control cards for items in the wrehouse.~4. -~>. 

.Items stored in a disorderly mannier. ~~~h 

"Frtin,' first-out', procedures~ not followed ossenik"o 
perishable pharmaceuticals. -.- 4"-

Expiration dates for pharmaceuticals not shown on control caras. 

Pharmaceuticals'allowed to expire. , , 

As a result of these control problems, there was an unacceptable, risk ot~ 
waste, thf, or. miue.o omdtes the warehouses,.. and the two.in ,.

orgniztinslacedthe, accurate. inforffation':neeaea to mae"sowiI
 
~~; inventoryinanagement''decisions. 
 4444444 

In cocuso ,controls ,in th Ministry<A4 o4<Hat n AAWwrhue 
needed to be' significantly strengthened.' 4Physical invenitories. siiou]d be 
conducted :to correct the, controlicards V f utheT' guidance "shoulci be 
provided to.< responsible employees,. ,and :periodic 4.exafliinations shoulci be 
conducted to verify tha~t sounidprocedur'es are being foll"ow~ed., 44~44 

Management 1Comments 
 4 ," 

4- 4'-~~~4j USAID/Hfa±ii concurred in the recommendation' 'and- sta tea that it plne 

~<<,to Ause' aper~sonal sriecotaorto act as4.a wa arosgauv' <"4""" 

-- 4.4-­

<* ~.4~' 4 ".4 
4 
4~4-4~~"' "44.44"'>.:

4 4 4 4 

Description of the item on the control card so vague that tile
employee did not know which item in the warehouse it corresponded to.

Items incorrectly identified on control cards.

One control card kept for items stored ill more than ale facility.

Bnployee could not locate items sho\lin on control caras J or coUlu not
locate control cards for items in the warehouse.

Items stored in a disorderly maruter.

IIFirst·in,
perishable

first -out" procedures
pharmaceuticals.

not conslsteutly tor

I

J

Expiration dates for pharmaceuticals not 5hO\o;11 on control car(1~.

PharD~ceuticals allowed to expIre.

As &. result of these control proolcms, there was an unacceptCioH: flS),. at
was te I theft. or misuse of comwoo i ties in the \o,'arellOUSCS J ana tne two
organizations lacked the accurate intormation neeaea to maK.e souna
inventory management decisions.

In conclusion. controls in the l-tinistry of l-eal th allC!. Au.oVw warehouses
needed to be significantly strengthened. Physical inventories slIoula be
conducted to correct tile control cards, further guiaance shoUlO LJe
provided to responsible employees. and perilXlic eXaJlllnations shoula be
conducted to verify that SOlUld procedures are being foHowed.

Management COllunents

USAID/Hai ti concurred in the recommenda tion. ana sta teu tlUl.t it plwmeo
to use a pelisonal services contractor to act as &. warehousing iHJVlSOr.
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5. 	 'Controls ovrPoect Veile n Ful ere lnadeug~at% K 

Souindmaaeetpatc reursta reore bepoetufm 
watmsseadtheft. H-owiever, iai effective controls existed to' 4 '' 

ensure that project veilsadgasol'ine were used' onyfr-6ff icldY 
cotrls,.ovr projec .. ehile ha~d .. been iritrodc~d'i, but w~ere -later 7

ad ed. Th semfo.dis'rib n ga oiiri&-: coupons was evidently ' <isaeuadin Mini stry of 'Healthi 6fficiaIs' 	 itteenCcned wrih 
safeuaringresources.,~ In "manycass'project, ,vehicles .were tusea .for. 

wercnsrid n, to ndfrom work and for other jion-official purposes,.ariaweonsder it,quite,,likely' that-gasbline coupons puirc.hased with, project
funds were also diverted to )ersonal use. 	 7 

j'r 	 Recommendtion No. 5 
4* We, recomimend thatLSI/ t obtain evidence that:--­

a) 	 vehicle uise logs, arekept for project vehicles, anid thiat veil s 
is restricted to, off iciall business; and 	 ~4 

b) 	 the Ministry of Health. has implemented a ,system of 'control whi ch 4
provides -reasonable ass~urance that gasoline couponrs pw~ichaseu wi th 
project funds are used only for project purposes. . 

Disctjssio n, 

o instrAccrdng o Halfirecords, AID4 haa ~financeci 617 projct 4 " 
vehicle's.> Also, a substantial portion of the hitle 1 counterpait kuncis 

~fr spent> on the project wa's, used to purchase gasoline',coupons. -~Tlh& exact 
amo~unt~ coulId not be determined 'because the inistry, oftHealth haci not 
kept-adequate records or Title Ilexpendiitures. however' tne. Uiristry's
~Central- Bureaiu' alone bou~ht i$49, 400 'wrthof couponsfs tiie seco'crIlaif % 

oflfiscal year 1985, reportedly, a lower level of' expei itth'Ktian in, 
. 

previous year-s.. Thus, the 'total amowit involved had ,to beat least,
-sveral hundred thou~sand dollars; ASh's Chief of >Party4 estimated. iha& the 7 

to-talwas no less than oie'miullilon dollars. 44, 

~'~'i# Sou4nd managemient 'practice~requires that' effective controls be~implemetited 
to 'prevent waste, diversion, 'or theft of 'resources. Effective, controls, " 

~~-were also 'needed to 'ensure compliance ,with, a.covenant~inthe project 
agemn hc stipulated that eqipen and 'materials, financed unider 
the' project Woi41d be used only for project'purposes,. -7 ' 

No-'-'' fective -'controls over -project vehicles or.gasolinie existed.~ he were 
t-~old by~p'jc coslat htcnrlsc a's tivehicle.~ use logs , a
 

4p>t ' O~4pool,moo an f',a, -vhicle,, ssi nie'ntz board, had, benitracd by the~

"time wye conducted our, rview4,' however,~ contols 	 longer inK4 .thes 	 were' noi' 


,were 	 ­effect.~ Some Ministry~ offilcial's not concerned with ~preventg Wi­
7 '7'personal use, -o the 'vehicles, an'd~ in seome cases "it was' difficul~t to&'' 

enfor&e he4 use of verhicle~ logs because severalK drivers used7 the sante4 
4 ,. 4 ,' 	 4 -4 44e" 

~.~ ..- ~. 1 6- 	 4.­

4 

S. Controls over Project Vehicles and Fuel ftere Inadequate

Sound management practice requires that resources ~e protecteo trow
waste, misuse and theft. However, 10 effective controls eXlsted to
ensure that project vehicles and gasoline were usea only for off1ciCi.L
purposes. According to Management Sciences tor tfealth tlrolSliJ ofilcials,
controls over project vehicles had been introduceu, bLJt were later
abandoned. The system for distributing gasoline coupons was eVlOently
devised by J.tinistry of l-ealth officials who ~re hot COliceTue<J ",i til
safeguarding resources. In many cases, project venicIes were used for
transportation to and from work and for other 1I0n-o£ficial PJryoses, aim
we consider it quite likely that gasoline coupons pw-dw,sed WiUI J.lroject
funds were also diverted to personal use.

Recommendation No.5

We recorrunend that 16AIDlHaiti obtalll evitience th&.t:

aJ vehi ele use
is restricted

logs are kelJt for project vehicles, aJld that vehicle USt:
to ofil cial buslJless i Cind

bJ the l--1inistry of Heal th has implemented CI. SySleill of
provides reasonable assurance that gessoline couJXJns
project fWlds are used only for project purposes.

control ",IUdl
purdlaseo W1 til

I

Discussion

kcording to ~linistry of real th records, AID nac financeu bl lJroJect
vehicles. Also, a substantial portion of the 1'1 tie I counterpalt hUla~

spent on the project was used to purchase gasohne COUpolI~. 'l'1IC eXClct
amount could not be determinel1 because the f.'J.nistry of Heal til lIau lIot
kept adequate records or Title 1 expenoitures. However, tn~ ~rinistry's

Central Bureau alone bou-'1ht $49,400 ,"wrtll of couJ.lons for tue secouti tlldt
of fiscal year 1985, reportedly a lower level of! expenOlture tHall ill
previous years. Thus, the total amowlt inVOlved hau to be at least
several hWldred thousand dollar~; MSlils Chief of Party e~tllllatell Ul&.t tile
total was no less thall one million doHCirs.

SoWld manageDlent pr&ctice requires theat effectlv~ controls be lwplemeJitea
to prevent waste. diversion, or theft of resources. Effective controls
were also needeo to ensur~ compI iallce wi th a covellant in the project
agreement ",nich stipulated tllat equipment ana materials tinallceu ulluer
dIe project would be used only for project purposes.

No effective controls over project vehicles or gasolllle existed.. he were
told by project consul tants that controls such as veJllcle use lo~s, a
motor pool, and • vehicle assignment board had been intrO<luced. by We
time we conducted our review, however, these controls were no longer ill
effect. Some Ministry offIcials were not concerned with preventlng
personal use of the vehicles t and in sane Clf,ses it was difflcul t to
enforce the use of vehicle logs because several drivers used the saBle
vehicle.
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ine.-,oupons- e 
ndiiduals within the Ministry. In some~ casesindividuals~ signedl a 
edge as~eiec that they shad received coupons, but in o~er cases 

Sthere was no~evidence that the>,reported recipients jhad .actually received 

OGas 	 -urliasedwi t project__fund_ e 

rquir teeir user, .nd the coupons 
.. pr be udicas i ts l e t uto system wasthemselvescouldre toe vie any",! account ir ,:'<i 

In-,many instances, project, vehicles 'were used for~transportation to-anioK 71deienb 	 wacrne'~'t 

..from 'work,,<and :for purposes., In the Ministry.'s

Transversal, Region, we were . told that ' emnpoyees uiere . alowedi to, take 
;v project, vehicles home'because: there 'was no seciirefarea to leave theni at 

ficaswh:wrother, notnon-official, saeurigrsuc 

night. However, we believe tha*. a' watchma could :have' -been>, hired aT_ 
negligible, cost. Inother; cases,, thee was no apparent justification i or 

personal ofproje'ct tperittingus 	 vhicies. 

It is extremely liikely that, some~of the ,gasoline> coupons ,wialso" 
diverted 'to>, personal use. ,The couipons were reportedly us'edas"rewards"
 

.
7 	 for individuals in 'the Mnistry's Central' 'bureau, ancl given to somje~

individuals in lieu of salary paymnets.'
 

~In summary, controls, over project vehicles and gasoline were extremely<
.2ue.k;leadngSI......+to the diversion. . of resources. rowt'e' prject.~ The amount 

of7 resources exposed, to diversion 'was'>substantial, ' altlioiigh the exact­
-2amount'coulid not be determined because of poor. accounting; for :Ti tle,,1
funds. The Ministry ,of He~alth must i devise an impovd sytem for 
controlling project vehicles and gasoline. ,The Ministry should' reguiarly 

~, ~ collect completed vehicle use logs for each vehicle, and~review~ them~ .to' 
vify, that the vehicles are used only; for officiai7business., Employees

who refuse to complete the1 logs should be 'denied~ use 'of::project
vehicles. The Ministry 'must also devise ari fiprovedi 'system fEor 

F 

controlling gasoline coupons. Whenever possible, they~ should be. 
distributed only for specifically 'approved trips, but in all cases, 

''"' 

employees should account for the use of coupons.'.the 	 ', 

~~' 	 Management Comments ' 14 

The Mission concurred i1n our recommflefllatiofl, and stated tilat, it lwe
 
to use a personal services> contractor to help implement controls over
 

~~vehicles and gasoline," I ,",' " IF I , 1) 1
IF ''F" , 'F 	 ;i + ':;lIF i. 

I IT ' 	
' .  +F 	 o rr diIn,: 's ................ [' +. Ie ' ' ++ 

' 

+I' '........"' ++ ........+"'''"+' I' FFI'
s17r
 
..-9i"iFuse"FFIFItol, IFa'' ,Fs+"na +)"+ )s ]o tr c o :i 	 -iiii i'trF s {v 

' ! 
I 11111'.I!I I 1.+ i<;1',Fiii!12]i%:!:)'I,iI' ' 	 ~I F iliBI !I Ii i 'II+!!/F FF F F I 	 ~ I 

,4/ t;~i!:)(~f,= : 'FliI 

•

Gasoline coupons purchaseo wi th project fWlds were distriouteo to
individuals within the Ministry. In sowe cases, indiviauals signeo a
ledger as evidence that tiley had receivea coup:ms, but in oUter cases
there was no evidence that tlte reporteo recipients had actually recelved
the coup:ms. In no case were individuals WHO receivea tne couvens
required to provide any accolUlting for their use, and the coupons
themselves could be used lik.e cash. It seemed to us that tlus system was
devised by officials who were not concerned with safeguarding resources.

In many instances I project vehicles were used for transportation to alld
from work, and for other non~official purposes. In the Ministry's
Transversal Region, we were talC: that employees ~ere aUo....eo to tak.e
project vehicles hooe because tbere was no secure area to leave UleDI at
night. Ho~ever, we believe tha' a watchman coulo nave been nireo at
negligible cost, In other cases, tllere was no apparent justiflcation tor
permi lting persollal use of project vehicles •

It is ex tremely likely that soule of Ole gasoline coulJons l.!ere a150
diverted to persolldl use, "the coupons were rt:j..(ITteoly us~o a~ "re\.\larcls"
for indiviuuals in the ~tinistry's Centred Bureau, (ilia given to sonle
individuals in lieu o£ salary payments.

In sununary, controls over vroJect vehiCles ana gasolwe l.!ere extremely
weak, leading to the diversioll of resources tnxu tile proJect. TlJe allJOLUlt
of resources exposed to diversiOll ~as substantial, although the e>.aCl
aDK>unt could not be determinea because of poor accounting tor T1 tH: I
funds. The Ministry of Heal Ul must devise an ilUprovea systelu for
controlling project vehicles ana gasoline. The ~llJlistry shoula regulally
collect completed vehicle use logs for each vellicle, and review tne!U to
verify that the vehicles are used only for oHlclat business. .l1llplO)'CE:S
\-lno refuse to complete the logs should be denied use of yroJect
vehicles. The Ministry wust also devise all improveo system tor
can troll ing gasol inc coupons. khellever pass i hie, they ShOUlO be
distributed only for specifically approvcu trijJs, but ill aU Cases,
employees should account for Ule use of the coupons.

~Bnagement Comments

The ~1ission concurred in our recommenaation, ana state tuat it j.JlC1Julea
to use a personal services contractor to help implement COutrOlS over
vehicles and gasoline.
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B. Compltiancenrardsraiebies a sl e
 

AID funds, w~ere disbursed, whl odton rcdn to. their
 
I~'~Q$ ~di'sbursement had not ben met nF'ding2) 

for:-sAccountngproject .funds :did' no comp.y..'.ith standards 

k4 ,the project agreeent (Finding ,established i ,3). 
-Warehouse 
 controls did not compliy with standards established: in the 
prnJect agr eemen uFinding).
 

- Controls over project vehicles, and gasoline idid not complywith
standards'in the project agreement (FindingSX.
 

The Mission had not prepared awritten, determination, rqied by)JTh 
Handbooks 1 and 19,. ju~stifying its use of sixty 7ddy< casui 
requirements,as the criterion for setting advane levels (following 
report section). 

:<Other~ than the conditions cited, nothing came to our attentionj that would
 
indicate that untested items were not in compliance withv applicable laws
 
and raegulatiots.
 

2. InternalControl > 

We noted eight internal control exceptions: 

- Realistic project objectives had not been established (Finding 1).
 

Management's:+++++i2syste for+++mesrn efeciens ?;++
neddiprvmn
 

Because, the~ relevant-conditions precedent had not been met or waivea, 
AID fuinds wer disbursedlwithout adequate a~ssurance that tie money 
would be well spent (Finding 2). 

-

-VControls over project funds-did nt provide reasonable assurance ~ttiat 
expenditures wereproject related (Finding 3). 

i 
' 

W controls did narehouse+ reaso e onoprovde e 
waste,~ misuse, orniisapnable protect(onndings4) 

S--Controls oe rjc eilsadgsln copn did not afford
 

IThe Agency~ for~ the jSupply, of Community Pharmacies~lacked appropria te;X2 

- Some~significant transaction w~ere not docuented inthe~ official 
ile (folloingreprtsection). 

t-18­

B. Compliance and Internal Control

1. CampI iance

The audit disclosed five compliance exceptions:

AID funds were disbursed while conditions precedent
disbursement had not been met (Fioding 2).

to Ole ir

Accounting for project
established in the project

funds did not comply witt1 standards
agreement (Finding 3).

Warehouse controls did not campI)' wi tla standards establisned 1JI tile
pT iect agreement (Finding 4).

Controls over project
standards in the project

vehicles
agreement

and gasoline
lFinding 5).

dia 1I0t comply wi til

The ~tission had not prepared a ~Titten determination, requIred Dy ,ID
Handbooks 1 and 19, justifying its use of Slxt)' days I cAslI
requirements as the criterion for setting advance levels (following
report section).

Other than the conditions cited, nothing came to our attention that woulO
indicate that untested i terns were not in compliance ""i ttl applicable laws
and regulations.

2. Internal Control

We noted eight internal control exceptions:

Realistic project objectives had not been established lFinding I).

Management's system for measuring effecti veness
because accurate information on services delivered
(Finding I).

needed iruprovemen t
was not available

Because the relevant condi tions precedent
AID fWlds were disbursed wi thout adequate
would be well spent (Finding 2).

had not been met
asslJrance that

or waivea,
the mOlley

Controls o\'er project funds dId not provide rCCisonabie aSSlJraJlCe tli&t
expendi tureS were project related (Finding 3).

Warehouse controls did not prOVide rel:isonuble protectlon agcullst
waste, misuse, or misappropriation (Finding 4).

Controls over project vehicles and gasollne coupons dld not aftoro
reasonable protection against waste, misuse, or theft (Finding 5).

The Agency for the SUpply of Community Pharmacies lacked appropriate
purchasing procedures (following report sectioll).

Some significant transactions were not documented in the official
project files (following report section).
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C__11_Other Pertinen t~ ttes--

In thi section~ we discuss five matters:,'1) overstocked drg l h 
Agency f or the, Supply of Commuinity~ Pharmacies , (AGAPC), (2)purchiases ~ 
made by' AGALP(X ,without b~taining.pi'ice~juttos ()te asnce oi;, 7 
signs: at project~sites-publiciing Alb's involvement :in,. the 'project,14 v:ji
the lack, of a written deteri .natl'on~justifying UISAID/Haiti's use oi sixty~. 

Sdays' cash r&quiremerits as its criterion for settinig --advance,, levels, .andy 
24J~, (5) incomplete poet~ fil~s. 'While. we are, :otmkn 'a,formal 

recommendation, we, conie:,tee sgiiat mtrs eqrn,
corrective actions by USIDisi .,hs igiiat mtes.,eurn~ 

, ~~~Discussion' 	 K 

Drugs Overstocked, 

AGAPCO had' almost,$45O0000 worth of'drugs on hand (valued at~-cost) in. 
excess of 'oneyear's requiremenits, due to inappropriate purchases and the i 
fact that some drugs, were -,received .wi tl little, shelf life, remaining. 
Nbny of these drugs had already expired. 

Sound, management, practice' requires that supplies be stocked only in the 
quantities needed.. As of Mardi 31; l985, AGAIPC0 had a large:quantity o1f 
drugs on hand inexcess of its requirements:' 

'' 

.4 

,Valued at Valued at 


.RplaeetCs
Inexcess of 12 months' 	 Cs' 

requirements 	 $448,535 $27S,709 

Inexcess of 18 months',
 
requirements 	 $421,143 $257,918
 

As a result, about $100,000 worth of drugs had already expired ($73,000
 
at 	replacement cost), and others were about to expire.''"
 

~ 	 Drugs were stocked''in' excess.,of',needs' for two. reasons. 'Frst, 
inappropriate purchases wiere~ made on AGAPCO's b'ehalf by both USAID/haiti 

~and the United Nations. "Children's Eduicationial 'Fund.' Seventy. three 
percent~ oft' fthe Koverstocked' drugs were4 purchase'd by,' UISAID/H-aiti. 
According 'to AGAPF0 and 'Managemnent Sciences .,forVIH-ealth' off icials, these 
purchases. Iw~er~e- ma~de wi thout conisul t ng AGAPCO. 'The second reason was' 
that .some 'drugs were received from spleswith..........a' ne ea 
of.-shelf i'ife :remaining. 	 a ite a 

tAID/H-ai ti and, AGAPCO officials~ were attempting' to 'resolve. the situation 
-~- "~ 

-' 

by(1) retu~rning ,drugs to 'the 'mnufacturer, '('2)" sellling drugs at i" 
disounedpriesand(3)donaiting' drugs about to'<expire to other 

~K~ organizations.~' V " N ;''g~-4 -K~~>~~-4 
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c. Other Pertinent ~latters

In this section we discuss five watters: (1) overstocked drugs ill the
Agency for the SuPpllJ of Community Pharmacies (AGAPllI) , (Z) purd,ases
made by AGAPCO without obtaining price quotations, (3) the absence ot
signs at project sites publicizing AIlJ's involvement in the project, l4)
the lack of a written determination justifying USAlD/Haiti 's use at sixty
days' cash requirements as its criterion for setting aovance levels, and
(S) incomplete project files. Wuile we are lIot mak.ing a formal
recorrunendation, we consider these significant matters requIring
corrective actions by USAlDlHaiti.

Discussion

Drugs Overs tocked

AGAPCO had almos t $450,000 IIOrth of drugs Oil halld l valuea a t cos tj in
excess of Onto' year's requirements, due to inappropriate p'.Jrdlases ana the
fact that some drugs were received with little shelf life remainiug.
~Bny of these drugs had already expired.

SoWld maJL.lgement practice requires that supplies be stocked only 111 tile
quantities needed. As of ~tardl 31, 1995, AliftJ'CO hao a ldrge quanuty at
drugs on hand in excess of its requirements:

Valued at Valuea at
Cost Replacenlent Cost

In excess of 12 months'
requirements $ 440,5:15 $ Z75,7U~

In excess of 18 months'
requi remen ts $ 421,14:1 $ 257,YlB

As a reSUlt, about $100,000 worth of drugs had a1ready expired l$7:>,OOO
at replacement cost), and others were about to expire.

Drugs were stocked in excess of need!! for two rea50ns. First,
inappropriate purchases were made Oil AGAP(1)' s behalf by both lJSAIlJ/hai ti
and the United Na tiens Children's B:luca tlonal fund. Seven ty three
percent of tile overstocked drugs were purchased by USA lU/Ha1 ti.
According to AGAFaJ and Hanageruent Sciences for Heal th offlcials, these
purchases \<I'ere made \<I'i thout consul ting AWCD. The second reason \o{t1S
that sooe drugs were received frOOI suppliers with as Little as one rear
of shelf life remainillg.

USAID/Haiti and A{;AP(JJ officials were attempting to resolve the situation
by (l) returning drugs to the mallufacturer, (Z) selli"8 drugs at
discounted prices, and (3) donating drugs aboot to expire to otller
organizations.
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Price Quotations Mi s s in 

Sound maaeetpcie requires rtliat price quotatiofis fiL mjultiple, 
suppliers be obtained for all,' but 'Small purchases. in reviewing. tiie~ 

. 

documentation supportin'-g- expenditures- of AID 4unds, we I foun f4, 'epurchases of office ,equipmene andsupplies, signs,, and artwork (ranging~ 
'.. in 'size from $1OO'to $3,750),, for which: no price quotations, ', aa been,obtained. . sIa -:result, there was 'no assurance that gAJ'PW haQ paia. a


42 > reasonable price for these goods and services., USAID/Haiti should ensure
that, the Agency~ adopts: procedure's establishing thres'holcis above ,whidh ' informal and formal price) quotations, from7 multiple, .suppliers. would 'behK 
"i'4 

required. ~ 
" 

~Project Signs Absent
 

pbliizig'AID's
Si s support for the project ,were~ not presen~t atfacilities built with AID funds. The project, agreement provided ,ch'at th~ef'Government' would publicize. the project. as a 'programi supported by the. ..Unitied States, and identify project sites as described' in project~
implementation letters. to the project officer;-According construction ~ >contractors were required to place signs display/ing the contractors' 
names and~ mentioning that the 'buiidirigs were financed byr Alb). hiienconstruction was completed, however, tile 

..
signs were removed and permanent 

. 

signs were .not erected. 'USAID/haiti 'should see that signs are placed at.facilities 'financed by,AiD. 

Written Dtermination )eedea 

AID~policy generally limits the amount of advances to recipients' .thiirty 


Aday 
 cash requirements. However,~ adv'ances may be for up torninety diays'A 
* 

cash requlirements if the, Bureau Assistant, Aministrator, , Pission
Director, 'or. Office Head makes a written determination that applying :tne 

' 

,thirty day rule would seriously interrupt itupeae projectimplementation. USAID/Haiti was using sixty 
'or 

days' cashi requiremhents as 
its, criterion forosetting the level of both local currency and doliar 

' 

~~Aadvance but had not Jprepared the' 
. 

required -de terminatiioni.' in its ~ comments on the draft repor-t :USAIIDAHaitI advised us that''tile Mission. ~~ Director had signe~d .a written deiterrnination justifying, the use of sixty
2~i'~ days' cash requirements as its criterion for setting advance ievels. 

roject Files Incopee'AA-7. 
Pr 
 complete' 


AA ~"'"' '"~ 

A~AAA',A..Because the officialifiles. for theRui'al Healthi Delivery Systemis Project
dd, n'iot show-the status of: manly 'conditions precedent) and did not include 
all the Pr~c impemntaio. Orders/lCounocities 'issued under> .the'-project, it was difficult, to determine tile status of the conditions' ' ~ 

" 

:>precc.Jent and to1 determine what, c~oiwdities had. been financed L)b, AID.'"~
"Mision Order No 1,IU I/at Files", dated AJugstA,2,2 17,sol
'be revised'to indicate. what' documents must " be' maintained. ins official' ~"' 
project files.' ­~ A.A. 4A '~4. ~ AAA~' 'A4A.,A~4* " A" '.. 

A ' A " > '0A 
 ' A '' A' A~A42 . A 4 
4 A ' A A' A . " . "''4 .4AA~AA AAA" ''" "A'AA 

Price Quotations Missing

Sound management practice requires that price quotations frCXG ululti yle
suppliers be obtained for all but small pla"chases. In reviewiug Ute
docurnenta tion supporting exvendi tures of AIlJ fWlas J we fowlc fi ve
ptn'chases of office equipment and supplies, signs, and artwork lrallging
in size from $100 to $->,750), for which no price quotations lJCia beell
obtained. As a result, there was no assurance that A~ nao paio a
reasonable price for these goods and services. USAlD/Haiti Should ensure
that the Agency adopts procedures establishing thresuolos allove \fl'ludl
informal and formal price quotations from multiple suppliers wuulo be
requi red.

Project Signs Absent

Signs publicizing AlDIs support for the project \flere l1ut present at
facilities built with AlD funds. The project agreement proviaeo UH:tt the
Goverrunent would publicize the project as a prograllJ sUlJporteo lIy tne
United States, and identify project sites as descnued 1lI VroJecl
implementa tion letters. Accoroing to tHe ]JroJect offlcer, coustructlOll
contractors were required to place signs oisplC:iying the contractors'
names and mentioning that We buil0ings were fimmcea oy AllJ. 1'l1ll":lI
construction was completed, however, the signs ...·ere reUlovea alld vt:rn.ant:nt
signs were not erected. USAlD/liCilti ShOUIO see tllat slgns are plCictw at
facilities financed by AID.

Written Determinatioll Neeoea

AID policy generally limits the atoount of am'ances to recijJlentS' tJurty
day cash requirements. HO\Jever. advances may be tor UjJ to ninety oays'
cash requirements if the Bureau Assistant Mministra.tor, MlSSlOIi
Director, or Office Head makes a written detenninatioll tHat applying me
thirty day rule would seriOUSl)' lOterrujJl or ilUJ>eoe project
implementation. USAlD/Haiti was using sixty oays' cash requlTeruentls as
its cri terion for setting tht: level ot bOth local CUI rellcy alla oOllcu
advances, but had not prepCired the required c1etermlflation. In its
comments on tile draft report L6AlD/Hai ti advisea us tnat we ~tisslOn

Director had signed a "Titten detenllination justltyirag the use of SlXt)'
days' cash reqUlrements as its ct.i terion for settlng aOvance levels.

Project Files Incomplete

Because the official files for the Rural Heal tll Jjelivf;ry 6ysterlls l'foJect
qid not show the status of many conditions precedent, dna did lIot lncluoe
all the Project Implementation Orders/I.OOUIJOOl tles issuea under the
project, it was dif fi cult to determme We status of the candi tlOllS
prea..jent and to determine what cOlllU1odi tles haa been financeu 0)' AW.
Mission Order No. 211, "L5AID/Haiti Files", dated August 22, 1977, snould
be revised to indicate what documents must be llIaintainea ill othclal
project files.

- 20-



'v::2~tV~~ 

~ "a>. 
4 ~ .. ~ ~ ~ ~ 

LSAID/I1AITVPROJBCT~NQ. 521~ 0091 KU 71>7. 
~ 

~ 

- - -1<, 

'III~.,~< 

17 
* ~ 

Il 

I I 77]. 

~- IV 

U 

II -. , . 

11 ~' -PART III EX)-flBIT AND APP]~NDIC1i.~ 

II, 

V 

''1 

I' I -. . I I 

"I 

1~'~' 
j I I 

1" '1441 

II I 
I 

I 
I I -~ 

S VI 
1 ~ 1 

I I I - I 

Id' I, 
I.~ V I I

1 

'I II 
'II->­

"III IV."441 

IIII~Tl~II~',. II 

VVIV'11 

IIlI 

I ~III 

I 

I I 

I. V 

I ~I'I 'I 

I 

I I 

1< 

I~ 

III .111 
Ui 1 

I 

I 1(1 

I 

'-' 

I 

I 

'-

'I., 

,.I 

I' 

-i 

..' 

'1 

----

-

-

I 
I 

" 

.. . . . 

I~ 

. . . I 
I 

I 

1 

I I 
~I 

I',' I 
I.-

..- I -- 'I 

,7..I I~ 

4 

I 

I 

I 

I 

I., 

I' I 

V 
1 

1 

IlVI 
~C>,I 

-
II~Id 

II 

, 
1 

.V~44II 

4~I -IIII.III 

1141 ,l'~. 

'1 

~ 

II 41' 

~ 

1 411.. 1 ~l- .~I 

-, - I -­a- -~ I"' -- 4 .~.IIII.. 

<4 

4-' -

I 

.+~aII«24a4-$~aI1 

A4~-iYI4I~I.,III1I 
4 

114141 I 
1 ~ 

)II44.4-I ­

-II 4-I~-.I... I 

-. 14 - 44 4.4-11>11411~ 
14 141114 

- II .1114 

11 I -al. a .' 
144,414.1 4-

II 11(44-41 

jIll/I .~II>..I 

I$44114 I.~-

KjI~a 
4 

1 
<jlj.1~.i...I 

II 

21 Ia 4 .-. 'VII-

I- <4-411>1 
-~ 

-

1-4 II 4.1114.14 $41111.1114-

I -a 

'I 

I' 
II----i"I' 
4-1 

1.4 1 

4- . < - JjIII 
444.~I~4 14114. 

14 

4-' 

4 
14 14! 

AUlJn
OF RlAAL HEALTH lJELIVH<Y SYST&1S
lSAID/HAITI ffiOJEtT NO. 521-0091

PAA~ 111 - EXHlliI'J ANlJ APl'IiNDIC1!S

- 21-



4i44 

Cosrcin/invto 5)9 ,0 ,',6,2 

Tehnca Assstnc 414200'45 2 

Eqimn/Sple 1)621,000 9654i 7 

Trin n 1)9 5,00, 9*444 4 0 

SUBTOTA 1750,0 4 
4 

4 I~44 4 12,440)1334 

Plu Accual 61 6 

TO44 TAL> 17500017 6,9 

'22 *444.4.44444...44 4*. 

Line Item

S'lAWS OF AID FUNDING

PS OF JUNb 30, 1ge5

Budget lJisburSellleJI ts

Construction/Renovation $ 5,ege,OOO $ 4,~b:>,Ol1

Technical Assistance 4,54l,OOO :>,57;:'.71."

Equipmen t/Suppli es 1,021,000 ~b5,167

Training 1,955,000 !i5b,07b

Drugs/Vaccines 902,000 7~7.01~

Vehicles/Spare Parts 1,37e,OOO bl:s:>,3b~

Salaries 907,000 455,7<4

Evaluation/Research 237,000 111,445

SUBlOTAL $ 17,500,000 $ 12,440,13:)

Plus kcruals blS,ObS

lOTAL $ 17,500,000 $ 13,Obl,7!i.

======="'==== ============
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STATUS -OF- CND I-T- ONS PREENT -
TODISBURSBH4EW UNDER PROJ h T NO. 521 O9l>i 

~AS OF SEVTi3BER 12, 1985S ~ 

?~. 	 ~ Summnar-y of Project Agreement Sections ~ QZIU Status 

4. Conditions Precedent to Initial Dsusmn 

<~"~
a, Legal opinion on project agreement.. 	 Met per:Pojc
Impiewentation 
Letter (I)h2 

~ 	 ii~ b).Designation of representatives. ;Met Per- PIL*h2 

d) Itbihe of project bank accoun~t. 	 Met, per PLh2 

annualri iplemenai 	 Met once, per-, 

~-;Ii~Recurring 
requiremnent not 
met, ,although ari 
annual Title: 1 
budget is 
submitted. ~ 1 

4.2> 	 Condiitions:Precedent to-bisbursement for ~i%
 
Te-chnical Services
 

a)	List of types ~of assistance required Lft­
and proposed schedule of arrivals. Met, per PIL #2 U 

~ <" b) Execute'd contract fo sitne 	 Met, per. PIL-k-2. 7 
c) 	 Names of Ministry counterparts. Met, pe PIL 4 2. 7 - A 

~ 4.3 Conditions Precedent to Disbursement for 
Construction or Renovation'
 

a) Contract 'or over~all management.. Met, per
~U''---- USAID/Haiti 

UI 

-' 4 	 f4 ---­

-~U4 	 letter dated -~. 

4 U 4 	 3/7/80. 'PIL ~ 

7b) Plans, cost 'estimates, e'tc.:', for Pet, 'toaccordinget 

~~iIi""4-~~;costruiction( or renovation of each type 1project officer.'
" 	 " 

offacility fojr the 'first year of4 'the~~~K' PI' required.4'project. ~ "-

Rcrig requirement, per 'Section 4. (b).IU4' 

23-'U' 

'4 	 t ~ ~ '4 4 4 ~ -U~44.-' ~-U'4 ,, 

APPENDIX 1

STATUS OF OONDITIONS l'REl.EDEI>T
TO DISBURS~~ UNDER PROJeCT NO. 521-0091

AS OF SE)IJlEMllER 12, 1985

Summary of Project Agreement Sections

4.1 Conditions Precedent to Initial Disbursement

a) Legal opinion on project agreement.

b) Designation of representatives.

c) Establishment of project bank account.

d) Time-phased annual implementation
plan. #l

4.2 Conditions Precedent to Disbursement for
TeChnical Services

a) List of types of assistance required
and proposed schedule of arrivals.

b) Executed contract for assistance.

c) Names of }.linistry cowlterparts.

4.3 Conditions Precedent to Disbursement for
Constructi n or Renovation

a) Contract for overall management.

b) Plans, cost estimates, etc.) for
construction or renovation of each tY}Je
of facility for the first year of the
project. *

• Recurring requirement, per Section 4.7 (b).

- 23-

Status

~letJ per Pr~ject
1mplelUentatlon
Letter (I'lL) Ii 2.

~~t, per I'lL/; 2.

~Iet, per PIL • 2.

t-1et Ollce, per
I'lL • 2.
Recurring
requuelllent nOl
met, a1 thougn an
alulual Ti tle 1
budget is
sUbnu t ted.

~t, per I'lL Ii 2.

Met, per I'lL, 2.

~let, per I'lL, 2.

Met) per
lJSAID/Hai ti
letter dated
3/7/80. I'lL
required .

toEt, according to
project offlcer.
I'lL required.



c)YFor, each individual 	 facility: Ntmet.~ According 
~ t o project,. officer,

1,Evidence o-la il.the 	 insr i 
4 submitted evid~nce 

S'2) Provision for maintenance".~ifcea ite 

~ H-owever, 	 the lvini s try~ 

6~~ of, each facilihty. 

d)Frregional level1Ifactiities, 	 Meacodigt
evidence of4 egional'ognzto,1 project6 officer. 

~ :~j&<staffing, and ~fundiiig. ~ 	 PIL reqire 

e)	For district, level"facilities,: Oidence ~ Met, ccording to 
funding.ctogaia on6fig'n 
funding.#4 	 PIL required. 

44 Conditions..Precedent to Disbursement 	 ~, 
for Commodities 

a) Vehicles and Garage 	 Equipment: ~ ~ .6 	 ~~ 
..........................
Met, according to6 

~ ~ 1), Specifications, schedule for 'project officer.&"~~ ~~ 
ordering,,receiving, 2and AccordIing-,to PII7L 
installation,letc. N1os. 10 and'll,'.this 

condition was met 
~2) Vehicle maintenance plan . for vehicles'and 

, - 4~~$8~O000 worth, of~ 
garage. equipment in~~. 
~fiscal year, -98 
only. PIL required.~. 

..b)-Drugs adMiclSupplies: 	 . eet for fiscal :year-<:.;. 

(~B.WI~ ~~ ~ theing ogisics1981 	 only1, per Pit 
Pla forL~Z 	 11.steghnn#oitc According to 
system. 'project officer, 

part (1) has been . ­

2)2 6rdring, .	 . part (2) : >,met; 	 ~ 

.2 Specifications, schedule 'for 	 should be modified ~ .,~. 

odrnr'eceivin'gand toxrequirean, armiudlt 
distributioni, etc.,* purchasing~plan, based..;> 

''I'., on salesT targets andl .' 
ivntoryr levels. PIL 

~,9>.6.66 ~ ,. 	 required. . .~<. 

c)6,Warehouse, Dispensary, and Other liet, )I'' per PIL' kl" .~.1 

~. >~i'Equipmin specifications , schedule;.j...
 

S for ordering, installation,. etc.f
 

-24­

•

c) For each individual facility:

1) Evidence of clear trtle.

2) Provision for maintenance

d) For regional level facilities,
evidence of regional organization,
staffing, and funding.

e) For district level facilities, evidence
of district organization, staffing, and
funding.

4.4 Conditions Precedent to Disbursement
for CommOdities

a) Vehicles and Garage Equipment:

1) Specifications, sdledule for
ordering, receiving, and
installa~ion, etc. ~

2) Vehicle maintenance plan.

b) Drugs and ~~dicaI Supplies:

I) Plan for strengthening logistics
system.

2) Specifications, schedule for
ordering, receiving, and
distribution, etc. ~

c) Warehouse, Dispensary, and Other
Equipment: specifications, schedule
for ordering, installation, etc. *

- 24-

Not met. According
to project officer,
the Minis try had
submi tted evidence
of clear ti tle.
However, the Minis try
had not provided for
adequate maintenance
of each facility.

!'-let l according to
project officer.
PIL required.

~1et, according to
project officer.
PIL required.

~let, according to
project officer.
According to PIL
~os. 10 and 11, this
condition was met
for vehicles and
$8,OOU worth of
garage equIpment ill
fiscal year 1981
only. PIL requlrea.

"'~t for fiscal year
1~81 only, per PIL
• 11. Acconiing to
project offIcer,
part (lJ has beell
met; part (2)
should be modilied
to requi re an annlJal
purchasing piall, oi:tsed
all sales tCirgets ano
inventory levelS. PIL
requIred.

~let, per PIL • 11.



-- 

- -

- -

--

W~or 
-4.5S _Conditions'ecedent to'.Disbursemnent, 

Trainin -

7o 

~ The foliowing fivei~ 
cond~iins'were met­

isburseinent ot­
-< -- -#- ,- - ~f ~ fisca Year 1981 -

fnsonly,- per, PIL 

of~traing fo s5f year of project,< 77~& 4
 

geographic, souirces of~ .caindidates and"~'
 
~ ~ 	 evidence'.that adequate provision has been
 

jnadej'tosupervise~and supply'trainees .
 

b) Auxiliary Nurse Training: 	 - ­.	 ­

<~Sam ~as(a). , ,~Metaccordingt 

Sameas a).project.,officer. 	 PIL -­

~required,~---­

c) Sanitary Officer Training:, This: program was
 
- - - iscoritinuel,.
; 	 so 

- Same as (a). ~con'ditio'n"Should be 
-- waivdacording to 

project'o~ie PlL- > 

- required. 

d) Oth~er 	in-C.ountryTring
 

curriculum and Met 
-schedule and cost of training forfirst project~officer. PIL ' 

- Approved 	 training manual, taccordiag to 

year of. project,;and source and assignmTent required. ~-----Y 
- of trainees. * 

e).OvrsaTanig Part-M4 was not inet,; 
e) Oersas Tainng:according-to~project 

d)Agreement with~ accredited -officer; thus, the - .--­

- university~and approved condition has not been ~ 
:urriculum1.c -

-

met. 

2) of-proposed candidates and.--Names 	 - - ­

- -criteria 	 - --for selection.- -	 ----­

- 3)- Proof tha canll-otcspy. oc- a U
 

~-~- --- ~responsible positlinnnationalheal[th >- --­

~4)- S1ined commitment from each? candidaite to--­
rtrnito Haiti to work for the Ministry- -s--j->-{ 

~ \pHalth,. 
- -­

-- o 	 ­

-2--- --- - - - - - - - -- - -	 - - - ­

-"O L i,- - -- ---- - -i- - ~ 

•

•

•

4.5 Condi lions Precedent lo Disbursement
for Training

a) Health Agent Training:

Approved curricUlum, schedule) and cost
of training for first year of proJect)
geographic sources of candidates and
evidence that adequate provision has been
made to supervise and supply trainees. -

b) Auxiliary ~urse Training:

Same as (a) .•

c) sani tar), Officer Training:

Same as (a) ••

d) Other in-Country Training:

Approved curriculum and training manual,
schedule and cost of training for first
year of project, and source find assignment
of trainees. -

e) Overseas Training: ft

I) Agreement with accredited
university and approved
curriculLDJI.

2) Names of proposed candioCites and
criteria for selection.

3) Proof that candidates will occupy a
responsible position in national heal til
system upon completion of training.

4) Signed commitment from each candidate to
return to Hai ti to work for the }ltinis try
of Heal tho

- 25-

The following five
conditions were met
for CfiSlJursement at
fiscal year 1981
funds mlly. per PIL
• 15.

~~t) according to
project offIcer. PIL
required.

~~t) according to
project. officer. ylL
n:quired.

This program wus
Olscolitinueo, so
condition shoulC1 bt:
waivea, Clccordlng to
project officer. PIL
reqUired.

~let I accordillg to
vroject officer. piL
reqUired.

Pfirt l4) wa~ not met,
according to project
officer; thus, the
condi tion has not been
met.



4p . 6dit Cn'ditoePcedent to:Disbiirseiefit for fA>7 

~'a)'Approved functionalbstaterment and Mt erPL 8 
stfigpatterns for etalBra However, accordingof the Ministry. to th SADHat 

endinig 3/31/85, thle : 

~'~'""'' Lvfrristr~y has taken no0 

~to' 'fulfill this 
requirement.. Our. 

'~'"" 71conclijsioni ,is that this~4 

miet. 

b) List of positions to receive projct iet, per:PIL 8 (u
salary.,support: and -estimated; monthily fiscal year 19815 and1-~ 

-amount per posiltioh "for'first year. project off~icer. PIL 
of project. A--~ -'require. -~. 

~~ 4.7>Conditions Precedent to Disbursement 
Subsequent to YearOne 

>­

'''a) 
 Evidence. that supplies, salaries,~and Not met, iaccording, to 
supervision are being provided in project officer.,

sufficient amounts'to maintain service ~ Should be waived.and ' 

delivery at or above levels foreseen in mae an output of tie' ;
the Project Agreement. K'project.<'PIL 


- required. 

b) Plans for the following year of operations See individual ~.7 
including information specified in Sections sections above.'.> 

sr.4.1 (d), 4.3(b), 4.4(a) (1), 4.4 (b)(21
p4.4 (c), 4.5Ca-e), and 4.6 (b). 

Aw~"~~ 4.8 Conditions Precedent to Disbursement7 -

In,addition to th inomation specifec 'Not met anjd should be- ­
7f~4 ~ in Section 4.7', "plais; and 'schedules~for waived, according '~'-'7 77 

Sconsolidating the maternal/child health-'and>: 4to project officer. / 

74'"7' ~ family planrdng program,, the>'malaria program, 1''PIL 7required. ~I~' 
~77"'~"-744~and"'the nationlal' health, system, administered ~-- 'L- ~ 7>477­~--'' ~ 

by the o Miii elh 

J"7XT '~7 'J4-': 7 1 7 

"7' 7'" 1 i~~' A 77 - I 6' '~~'77~ V~ '~24 

, I 

•

•

•

4.6 Condi tions Precedent to Disbursement for
PersoJUleL Cos ts

a) Approved functional statement and
staffing patterns for Central Bureau
of the Ministry.

b) List of posltlons to receive project
salaT)' support and estimatea monthly
amount per positIon for first ye~r

of project. II"

4.7 Conditions Precedent to Disbursement
Subsequent to Year One

a) Evidence that supplies, salaries, and
supervision are being provided in
sufficient amounts to maintain service
delivery at or above levels foreseen in
the Project Agreement.

b) Plans for the following year of operations
including in£orn~tion specified in Sections
4.1 (d), 4.3(b), 4.4(a) (I), 4.4 lb)(2),
4.4 (c), 4.5(a-e), and 4.0 (b) •

4.8 Conditions Precedent to Disbursement
Subsequent to Year Two

In additlon to the information specifleo
in Section 4.7, plans and schedules for
consol ida ting the lOa ternal/chila heal th and
family planning program. the malaria program,
and the national health system administered
by the Ministry of Health.

- 26-

Met, per VIL i b.
However. according
to the USAJD/Hai ti
semiannual progress
report for the per-iod
ending 3/31/85, the
Ministry has taken liD
satisfactory action
to fulfill tillS
requirement. Our
COJlC1USlOIl is that this
condition has lIot tJeen
nlet .

~~t, per VIL ; Mlfor
f,scal year 1~8!) anD
prOject officer. PIL
required.

Not met, according to
project officer.
Should be waived and
macJe an output of we
proJect. PIL
reqUIred.

See individual
seCUOllS aboVe.

Not lIJet alja shOUIO lJe
waiVed. accordir~

to project otiicer.
Vib reqUired.
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INFO. RUEHC/SICSTATE WASEDC 8776,IPEIE 

UNCLIAS SECTION 01 OF 02 PORT AU PRINCE ?568 S I
 

AIDACN/­

1.0. 125:NARIG OFFICE-
SUBJECT: DP.A!T AUDIT REPORT ON REDS PROJECT 52 -44 

CA~SUMMARY:L CABLE RESPONDS TO IG OFFICE S DRAFT AUDIT REPORT ON RURAIJHEALTH DFLIVERY SYSTEMS PROJECT. 
FOLLOWING ART MISSION COMMENTS ON THE SUBJECT AUDIT REPORT:
 

1. RECOMMENDATION NO. 1 -DEFINE REALISTIC0 PROJECT* OBJECTIVES
TEE USAID INTENDS TO'AMEN THE PROJECT WITHIN THE NEIT TWO MONTHS 
AND FITIND THE PACD FORift PROJECT FROM JUNE 1985LUNTIL DECEMBER
1987. AS THIS AMENDMENT IS PREPAREDt,USAID WILL REDEFINF PROJECT OB-
JECTIVES WEICH WILL BE REALISTIC GIVEN TEE INSTITUTIONAL AND ECONO_
MIC CONSTRAINTS IN HAITI.
 

2. RECOMMENDATION NO. 2 - MAKE NO MORE DISBURSEMENTS UNTIL THE RELE-

VANT- CONDITIONS PRECEDENT HAVE BEEN MET OR WAIVED.
 
USAID BELIEVES TEAT SOME OF THE CONDITIONS PRECEDENT HAVE, IN FACT,

BIEN MIT BUT TEAT THIS FACT HAS NOT BEEN PROPERLY DOCUMENTED BY PRO-

JECT IMPLEMENTATION LETTERS. THE PROJECT MANAGER IS PREPARING A MAS-

TIR PIL WHICH WILL DOCUMENT TEE FACT THAT 7 CONDITION PRECEDENT.HAVEl

BEEN MET USAID INTENDS TO WAIVE 11 CONDITIONS PRECEDENT# BECAg,- WE

BELIEVE THEY ARE NO LONGER APPROPRIATE AS CONDITIONS PPE.CEDINT BUT

SHOULD BE CONSIDERED OBJECTIVES TO BE ACHIEVED DURING THE EXTENDED
 
PROJECT.
 
USAI-D INTENDS TO INSIST ON GOE COMPLIANCE WITH THE CONDITIONS PRECE-

DENT (SIC. 4.1(D)) WHICH REQUIRES ANNUAL, TIME PHASED IMPLEMENTATION
 
PLANS. THIS WILL BE MET BEFORE FT 85 FUNDS APE DISBURSED*
 

3. RICOMMENDATION NO. 3 - ASSURE ADEQUATE ACCOUNTING FOR RESOURCES 
MADE AVAILABLE UNDER THE PROJECT.,
USA'ID INTENDS TO CONTRACT WITH AN INDIVIDUAL (PSC) WEO WILL REPORT
DIR'RCTLT, TO TEE PROJECT MANAGER :WHO WILL PERSONALLY DIS-APPROVEL ALL
BURSIMIJ 1PYNA USING$YUND ADVANCED UNDERLTHE PROJECT BEFYORRN 
CHICKS ARE SIGNED. THIS INDIVIDUALVWILL ASSURE THAT THIPROPOSEL 
DISBORSIMlNT IS COMPATIBLI WITH PROJECT:OBJECTIVES AND. THAT TEM, SUP-L 

,PORTING DOCUMINTATLPNL IS'.SUFFICIENTTO DEMONSTRATE THAT,.THILEXPENSE
vIfPOJCT' RltATITH E MILNISTIV' INTENDS 'TOHBIRE TWO ADDITIONAL AC-
COU#TANTS TO ASSURE THAT THEY1 FULFILL THEIR OBLIGATIONS TO.ACCOUNT
FOROR 1INDS MIDI AVAILABLE UNDER TNE :PlOJECT WORKING TOGETEIR, THESETBRE'INDIVIDUALSVWILL NOT ONLY 4ASSURE THAE11OJECT RtSOURCES AREISPROPERLVCONTROLLID BUT THAT SYSTt1S IREZ DEVELOPED WHICHIWILL RESULT 

~~'~I~IN INSTITUTIONAL~STRENGTHININO. TI IMENDED PRO ECT WILL PROVIDE 
~~22MONI TORPIRIODIC RIVIEV IT AN INDEPENDENT AUDbITING FIRM WHICH WILL:' 

IT NOR~-27­
~~- I ~~ *-U CL AS ~- 1j~ 

I

--; : ..... ~ - MANACENENT cmlMENTS ArrEt\DIX 2 I. _l}-iI>
~~. '., l-, ':la .~t~.aJI"'••"4Ai .L.-.:.·rr.l·....J.L~ ~ ---ult't'ts' ....,.l .....". ......~.-.~~ ..

nCICIT1~82ISC9U ,iECEIVED r;';i--: i
PP lUISTI VSAIl/HoNDUP',1 f . 'r." ~
DI lUISPI '7568/81 ~181~25
INR QUUUU ZZB 18 NOV 1S85 13 25 ,"",
P 1~1427Z NO' 8~

rM AMItlJASSl PORT AU PRINCI t-&.ll.~,
TO IUIBTG/AMIM!ASST TEGUCIGALPA PIIORITT 0198 ,~~~o==~===.,
IN10 RUEBC/SICSTUE WASBDC 8776 i IlPCEIVED
!T , US AID
UNC~AS SECTION 01 or 82 PORT AU PIINCI 7568

18 NOV. ~~

'"

',1'1<

,"- RIG OFFle!; -
=

AIDAC

1.0. 12356: N/A
SU!JICT: Dp.ArT AUDIT IIPORT ON IBDS PIOJECT ~2~~t===--~

SUMMART: CABLI RESPONDS TO IG 01flCE S DRA1T AUDIT IEPORT ON
BULTS DItIVERT STSHMS PRonCT.
10LLOWING ARI MISSION COMMENTS ON TBI SUBJECT AUDIT RIPORT:

1. RECOMMENDATION NO.1 - DEfINE REALISTIC PROJECT' OBJECTI'ES
TBE USAID INTENDS TO AMIN~ TBI PROJICT WITBIN TBI NEIT TWO MONTBS
AND IITIND TBI PACD rOR ~#l PROJICT FROM JUNE 1985 UNTIL DECEMBER
1987. AS THIS AMINDMENT IS PREPARID. USAID WILL RIDErlNf PBOJECT OB­
JECTIVIS WEICB WILL BE REALISTIC GIVIN TBE INSTITUTIONAL AND ECONO­
MIC CONSTRAINTS IN BAITI.

•

2. RECOMMENDATION NO.2 - MAlE NO MORE DISBURSEMINTS UNTIL TBE RELE­
'ANT CONDITIONS PRICIDENT BAVI BEEN MIT OR WAIVID.
USAID BELIIVES TBAT SOME or TBE CONDITIONS PRICEDINT BAVE, IN fACT,
BIEN MiT BUT TBAT TBIS lACT BAS NOT lIIN PBOPIRLT DOCUMENTED BT PRO­
JICT IMPLEMENTATION LETTERS. TBE PROJECT MANAGER IS PREPARING A MAS­
TIR PIL WBICB WILL DOCUMENT TBI fACT TBAT 7 CONDITION PBECEDENT BAVI
BEIN MET USAID INTENDS TO WAI'E 11 CONDITIONS PRECEDENT, BECA~ti WE
BILIIVI TBET AlE NO LONGER APPROPRIATI AS CONDITIONS PP.ECEDINT BUT
SBOULD BI CONSIDERED OBJICTIVES TO 11 ACHIEVED DURING TBI EITENDED
PROJECT.
USAI~ INTINDS TO INSIST ON GOB COMPLIANCE WITB TBI CONDITIONS PRICE­
DENT (SIC. 4.1(D» WBICB REQUIP.IS ANNUAL, TIME PBASED IMPLEMENTATION
PLANS. TBIS WILL lE MET BEfORI IT 85 lUNDS AP.I DISBURSED.

~. IICOMMENDATION NO. ~ - ASSURE ADIQUATE ACCOUNTING lOR RESOURCES
MADI AVAILABLI UNDIR TBE PROJECT.
USAID INTENDS TO CONTRACT WITB AN INDIVIDUAL (PSC) WEO WILL RIPORT
DIRICTLY TO TBI PROJICT MANAGER WBO WILL PEBSONALLY APPROTE ALL DIS­
IURSEMEJ IPfNA USING$rUND ADVANCID UNDIR TBI PIOJECT lErORI
CBICIS ARI SIGNID. TBIS INDIVIDUAL WILL ASSURI TBAT tBI PIOPOSEu
DIS!UlS1MINT IS COMPATI1LI WITB PROJICT OlJICTI'IS AND TBAT TBM SUP­
PORTINa DOCUMINTAT~N IS SUF1JCIENT 10 DIMONSTiATI TBAT TBI IIPINSE

, U PROJECT RIIlUID. lBE MINISTRT INUNDS 10 BIRI TVO ADDItIONU AC­
COUMTANTS TO ISSURI TBAT TBtT lULJILL IBIIR OBLIGATIONS TO ACCOUNT
rOI r8NDS MADI A'AILA1L! UNDER IBI PROJlct. WORIJNa TOGITBIR, 'BISI
tB1II' JNDJ'IDUiLS WILL NOT ONLY'ASSURI tBAt P10JIct IISOURCIS ARI
PIOPKiLT CONTROLLED BUT TBAT STSTIMS All II'ILOPID VRICB WILL IISULT

,," IN JNSTltUTIONAL STRINaTBINING. IBI AMINDID PlOJICT WILL PRO'IDI
HONIT 101 PIRIODIC II'IIW IT AN JNDIPINDENT AUDIIINa rIRM WBICB WJLL

-27-
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~~:R DONHND.D PERCENT PAYMINT. VERIFICATION OF IIPENDITURES, UNDER____UNE TE LIFE 01 - ESXTENI -,-IO ZT -S O L7.E -UD-S DE O S -7 '-:7­"I UTI THAT 'THE_ THREE. IN,DIVIDUALS', . REFERRED TO ABO19 -ARE -NOT PERFOR-

MING 1CORRlCTLY;,-THEY WILL: BE REPLACED.
USAID MUST RISTST THI AUDITOR S41RCOMMINDATION TEAT WE Do R'ETROhC­*IVONE RUNDRED PIRCENT PAY'MENT:VERIJKOATI0N.FOR THE LIFE, OF'TEPROJECT. THE USAID BELIEVES TEAT 'THIS' WOULD NOT'BE COST-EFFECTIVE.THIC TABLE ON PAGE 21 
OF THE DRAFT REPORT CAN BE MISCONTRUED. OF THE
POCUMINTS SUBMITTED AND ACCEPTED BY USAID ONLT 13 PERCENT WERE FOUNDQUESTIONABLE" BY THE AUDIT TEAM. TEE MINISTRY ADMITS TO BEING UN-
SUJRE WHETHER OR NOT THE DOCUMENTS REFERRED TO AS 
"HELD BY THE MINIS-
TRY" ARE PROJECT RELATED. THEY WERE ACCUMUILATED INAL TOTALLY DISOR-
GANIZED VAT 3Y A FORMER TEAM AT TEE MINISTRY. THIS, OF-COURSE DE-
MONSTRATES AN INSTITUTIONAL INABILITYTO TnOPERLY CONTROL MONEY.
THE CURRENT MOE TEAM HAS SUBMITTED A VOUCHER TO USAID WITH TEE SUP-
PORT ING' DOCUMENTATION REFERRED TO AS "HELD BY TEE MINISTRY , IN.
ORDER TO ATTFMPT TO LOWER THE OUTSTANDING BILL OF COLLECTION. TEY
ABE CUPRINTLY-UNDERGOING CAREFUL SCRUTINY BY 
THE CONTROLLER' S OF-
FICE. 
IT IS NOT CORRECT, HOWEVER, 'T SUGGEST THAT THESE DOCUMENTS,
OF WHICH 68 PERCENT WERE DEEMED QUESTIONABLE BY THE AUDIT TEAMP,-
 aWOULD HAVE BIEN ACCEPTED BY THE USAID.,
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DO ON] BUNDR~D PERCENT PAYMINT 'IRIFIC1TION OF IIPINDITURES UNDER
UNDIR TBI LllE or TBI IITINDID PROJICT. SBOULD TBI lUDITS DEMONS­
TRATI TBAT TBI TBRII INDI'IDUALS. ·RlfERRED TO ABO'I, lRI NOT PIRFOR­
MING 'CORRICTLY. TBIY WILL II REPLACID.
USAID MUST RJSIST TBE AUDITOR S RICOMMENDATION TBAT VE DO RITR01C­
TI'I, OHI BUNDRID PIRCENT P1YMENT 'IRI~OlTION lOR TBI LIF1 OF TBI
PROJICT. TBI USAID IILII'IS TB1T TBIS VOULD NOT BI COST-EffICTIY1.
TBE TABLE ON P1GI 21 OF T8E DRAFT REPORT CAN BE MISCONTRUID. OF TBE
~OCUMiNTS SUBMITTID AND ACCEPTED BY USAID ONLY 1~ PEBCENT VERE rOUND

QUESTIONAILE" BY THI AUDIT TEAM. THI MINISTRY ADMITS TO BEING UN­
SURE VHIT8ER OR NOT THE DOCUMINTS RIFERRED TO AS "HELD BY THI MINIS­
TEY" AR! PROJICT RILATID. TBIY VERE ACCUMULATID IN A TOTALLY DISOI­
GANIZED VAY 3Y A FORMIR TIAM AT THE MINISTRY. TBIS, OF COURSI DE­
MONSTRATES AN INSTITUTIONAL INABILITY TO T'OPERLY CONTROL MONEY.
THE CURRENT MOH TEAM HAS SUBMITTED A YOUCBER TO OSAID VITB THI SUP­
PCRTING DOCUMI~TATIOH RIFIRRED TO AS "HELD BY THI MINISTRY", IN
ORDER TO lTTIMPT TO LO~IR THE OUTSTANDING BILL OF COLLECTION. THEY
ARE CURRINTLY UHDIRGOING CAREfUL SCRUTINY BY TnE CONTROLLER S OF­
fiCE. IT IS NOT CORRECT, HOVEVER. TO SUGGEST THAT THESE DOCUMENTS,
or VHICH 58 PERCENT WIRI DIEMED QOr.STIONABLE BY TBI AUDIT TEAM,
VOULD BAyr EIEN ACCIPTED BY THE USAID.
BT
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TCTRETROACTIVIELY CONDUCT A PATMENT VERIFICATION 0F ALL, 1IPENDIT VISiUNDER~ THY PROJECT WILL'EFF -TIVELT,PRECLUDE ANY MORE PROJECT.'ATIfl~7 
TIES FOR .ATaREF TO SII- MONTE,1PERIDo ,WILL BYDZEXTRAORDINARILY 11IN 

JSIYF ,RYLATITVTO WHATCTBF 'USAIDCAN EIPECTTO COLLECT, A'ND WILL2 
APPLY' NEW AND: DI FEIRE, TiTDRSTO THE APPROVAL.PROCESS.TI IS 
~ALS'O , I Ati IN1YORtID~ WITHOUT~ PRECEDENT.~ USAI D,,'BELI EYES THIK NEVW MI­

~ISTE ~VHE HE, SYS~ -IS SERIOUS AlOUT IMPOSI NG,,STEICT4~CNRL~AD2 
STHE 4USAID WILL INSIST 0,NIMPOSING::ITS, OWN APEOPLE' ON THE. MINI STRT IN,~? 

;:ORDER T.O ASSURII THAT, T~HE S1YSTEM1 PERFORMS CORRYCTLT,,i-ARGUING, ABOUT 
2TE SUITASIIITT OF 'SUPPORTING ,DOCUMENTATION,SUBMITTED:,AND',ACCPTD.~
 

~TB ,THE' USA ID ,,THRIEE E A R S-AGO .VILL.NOTj ADDL TO THE LIKELI HOOD, HAT4 
pw~POPERcOTOSWL2EIMLETE IN TE1 UTURF NOR 'VILL IT CON-

WTRIBUTE: TO. THY, STRENGTHEN ING OFP THE MSPP -AS AN INSTITUTION.: 
r~AS RICOMMENDID,~ THE NEW ACCOUNTING MANNUAL WILL. BE REVISED TO, IN-

CLUDE -SPECIFIC .GUIDELINES 'DESCRIBING, THE tEL1EMENTS,1VHICH, SUPPORTING, 
~ DOCUMENTATION MUST CONTAIN T0 DEMON STRATEITEAt 'EXPENSES ARE'PROJECT 

~ ELTE.THESE REVISIONS .WILL:B3 ACCOMPLISHED jT "TE TECENICAL AS-"~ 
;&r4SIS TANCE .TEAM IN,THIE;IMMEDIATI FUTURE*~-

SINIREFERENCE TO RECOM1ENDATION,,NO. 3CjUSI HADSOTNE 
TITLE, IPROGRAM AND HAS INSTITUTED- TI~,-I RGAMECIILB 

w~1MANAGI TJAN.AUTONOMOUS OFFICE RIPORTING.'TOTHE !NTER-mINISTxRIEL~t7 
COMMITTreL -TSIS COMMITTYE JS ACUTELY AWARE 0OF1T5 RISPONSIBILITIES 
TO ASSURE. THAT TITLE4 IIIPROJECT7'RESOURCES ARE IPROPERLY 4ACCOUN 'TID' 
F~.i1OR- AND UNDERSTANDS -THAT.IT THIS.:IS NOT DONE, THE, INITIAL LOANFUD 

SvW ILL NOT BE-CONVERTEDINTO'GRANT FUNDS,' USAID.I VETIPESDWT 
<T<E>2rHEINITILIFFORTS 017'TH! TITLI III MANAGEMENT OFFICE TO ASSURE , 

AFT6'SBL MANAGEMENTS 0f 1IT1LK III, RESOURCES AND iNTICIPATIS TEAT, 
AFER, START.-UP PROBLEMS,.ARE 1ESOLVEDc THIS. ,OFFICE4 AND ITS PARENT~ 

C~'OMMITT1U WILL ASSURE AOCURATl,.EyPENDI TURE EXPORTS IRESUBM~ITTED SO~~w 
~TEAT 'FUNDS MAY lE RELTASFDI,:N A7',1TILYFASBION. THE PROJECT, MANAGRi, 
It WOXN VSL III~ PRET AAEMN tTITH THEZTI'TLE T 

> SSURE THAT CONTROL OF FUNDS: IS GIVEN THE NECESSARY ITTNTION ;~ 

4{. RIQOMMTNDATIONS NO.A AND -NO. 5 - IMPROVING WVARRHOUSING 1ROCI-
DURES 'AND CONTROL OVEN VEHICLES AND GASOLINS.4 
USAID,/A'QCIPTS INTIPILT 'THESI RECOMMItNDATIONS AND INTENDS TO HIRE A 
,.ULL "TIHIINDLIDUIL _(PSC) 'WH V'WLh REPORT _TO THY, PROJECT HANAGER 
AND, IHELPA:INSTITUTE VEHHICLE/GAB': CONTROLIS ATI TE MOTORPOOL. II WILL 

ALO CT AS A AREOUSfJG: ADVISOR. FOR TEE LITZ 01TEE EXTENDED PRO-
JICT. 

S_.1100 MME DATION NO.*6 -AUDIT IIUWINGS, 
I-WEWRE 21 GRANTS COOPERATITI 4GREIMINTS AND SPECI)'IC.3 PPORT
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TC RiTROACTI9FLY CONDUCT A PAYMINT lERI11CATION or ALL EIPENDITORES ,~
UNDER TBI PRoaCT WILL Err' ,THELl PRiCLOn ANY MaRl PROJICT ACTIll~
TIES fOP. A TBRIE TO SII-MO~TB PERIOD, WILL Bl iITRAORDINARILY IIPiN -, I
SIll RELATln TO WBAT TBI OSAlD CAN !IPiCT TO COLLiCT, AND WILL ",
APPLY NEW AND DIfflRENT STANDARDS TO TBi APPR09AL PROCESS. TBIS IS
ALSO, I AM INrORMID, WITBOOT PRECIDENT. OSAID IILIllES TBI NIV MI­
NISTER WHIN BE SAYS BE IS SERIOOS AROUT IMPOSING ST]ICT CONTROLS AND
TBi OSAID WILL INSIST ON IMPOSING ITS OWN PEOPLE ON THE MINISTRY IN
ORDIR TO ASSORE TBAT TBE SYSTEM PERfORMS CORRECTLY. ARGOING ABOOT
TBE SOITABILITY Of SOPPORTING DOCOMENTATION SURMITTiD AND ACCiPTED
BY ~HE OSAID TBRII YEARS AGO WILL NOT ADD TO THI LlilLIHOOD THAT
PROPER CONTROLS WILL BI IMPLEr-INTID IN THI 10TORI NOR WILL IT CON­
TRIBUTE TO THE STRINGTHENING Of THE MSPP AS AN INSTITUTION.
AS RECOMr-INDID, THE NEV ACCOONTING MANNOAL,VILL BE RE91SED TO IN­
CLUDE SPIClfIC GUIDILINES DESCRIBING TBE ELEMENTS WHICB SUPPORTING
DOCUMENTATION MUST CONTAIN TO DiMONSTRATE TEAT EIPENSES ARE PROJECT
RELATID. THESE RE91SIONS WILL BE ACCOMPLISBED BY TRE TECHNICAL AS­
SISTANCI TIAM IN THI IMMEDIATI fUTURI.
IN RlfiRINCI TO RICOMINDATION NO.3 (C), USAID HAD DISCONTINUID THI
TITLE I PROGRAM AND RAS INSTITOTED A TIlLl'II PROGRAM WHICH WILL BE
MANAGrD BY AN AUTONOMOOS OflICE ilPORTING TO THE INTER-MINISTIRliL
COMMITTIE. TUIS COMMITT~E IS ACOTILY AWARE Of ITS RISPONSIBILITIES
TO ASSORI THAT TITLI III PROJIC~ RESOURCIS ARE PROPERLY ACCOONTED
rOR AND UNDERSTANDS THAT If THIS IS NOT DONI THE INITIAL LOAN fONDS
WILL NOT BE CONlERTID INTO GRANT fONDS. OSAID IS llRY IMPRESSED WITH
THE INITIAL IflORTS Of THE TITLI III MANAGEMENT OfllCI TO ASSURE
RESPONSIBLE MANAGEMENT or TITLI III RESOORCES AND ANTICIPATES TBAT,
AfTIR START-UP PROBLEMS ARI RISOLlED, TRIS OffICI AND ITS PARINT
COMMItTEI WILL ASSORE ACCOBATE IT.PiNDITORE RIPORTS ARE SUBMITtlD SO

., tHAT lONDS HAY BE RELfASID IN A TIMELY rASBION. TRI PROJECT MANAGER
IS ~ORKING CLOSELY WITH THI TITLI III PROJICT MANAGEMENT OffICE TO
ASSURI THAT CONTIOL Of rUNDS IS GIlIN THE NECISSARY ATTENTION.

4. lICOMM~NDATIONS NO•• AND NO.5 - IMPRO'ING WARIHOUSING PROCI­
~ DURIS AND CONTROL O'EI 'IBICLES AND GASOLINI.

~ USUD ACClns INTIIlILt flJ:S1 RlCOMMINIlUIONS AND INTiNDS TO BIU A
lULL-TIMI INDI'IDUAL (PSC) WIO WILL llPOIT fa TBI P10JICT HANAGIR
AND BILP INSTITUII 'IBICLI/GAS CONTIOLS AI TBI "OTOiPOOL. BI WILL
ALSO ACT AS A WAlIBOUSING ADlISOI 101 TBI LI'I 0' TBI IITINIlIIl P10­
JlCt, .

I' r. &. BlOOMIlIN'DUION NO.6 - AUDIt lINIlINGS.
TBlll Will 21 GIANTS. COOPIIATI'I AGIIIMINTS AND SPICI'IC SUPPOIT
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GR1NTS SIGNEt DURING fY 8. lND fY 85. YHE P'O S lND NGO S CURRENTLY
REPRESENT 50 PERCE~T OF THI IMPLIMENT1TION EFfORTS Of OSlID/BlITI S
PROGRAM. VI BILIE'I TBIRE IS CONSIDERABLE MAN1GEMENT AND OVERS~GBT

Of THIS! 'ARIOUS P'O S lND NGO S BY THE PROJECT AND CONTROLLER S Of­
FICI IN 'ERlrYING ACCOONTI~G SYSTEMS EIIST. VORIING VITB TBI PVO OR
NGO VBERI lCCOUNTING lND'~AN1GiMENT SYSTEMS NEID TO BI STRENGTBENED.
MEETINGS lND DISCUSSIONS OF PROJECT IMPLEMENT1TION. PARTICULARLY RE­
LATED TO DISIURSEMENT OF FUNDS, TAlE PLACI REGULARLY. THE MISSION IS
IN PROCISS or HIRING 1 PSC fINANCIAL ANALYST WHO VILL PERfORM YULL
TIM! DUTIIS or REVIEWING SYSTEMS AS WELL lS PIRrORMING PAYMENT 'IRI­
flCATION or NGO S.
THERErORE WE DO NOT BELIIVE RETROACTIVE CHANGES IN AGRIEMENTS ARI
REQUIRE~ SINCE TRERE IS OVERSIGHT IN THE MISSION AND WI BILIIVE, FOR
MAJOr PVO S LOCATED IN THE OS, THAT IG/AUDIT/WASHINGTON WOULD BE RE­
QUIRFD TO PERIORM BOME orIICE AUDITS or EXPENDITURES AND OVERHEADS •

5. HECOMMENDATION NO.7 - OTHER PERTINENT MATTERS
USAID WILL DITAIN EVIDENCE THAT AGAPCO BAS DISPOSED or DRUGS IN DAN­
GEB or EIPIRING. USAID WILL SOON ISSUI A PIL DETAILING MANAGEMENT
PROCEDUP.ES TO BE ADOPTED IT THE AGAPCO WHICH WILL TNCLUDE DETAILED
INSTRUCTIONS CONCERNING PROCUREMENT PBOCEDURES. MULTIPLE PRICE QUO­
TATIONS WILL Br REQUIRED.
ALL CONSTEUCTION CONTRACTS REQUIRED THE POSTING or SIGNS PUBLICIZING
USAID S rlNANCING or TBE ACTIVITT. USAID BELIEVES THAT THEY WERE
ALMOST ALWAYS IRECTED BUT WERE THiN RIMOVED OR LOST. USAID WILL
ASSURE THAT THIY ARI REPLACED.
TBI USAID DIRECTOR HAS SIGNED A WAIVER JUSTIFYING THE USE or 50-DAY
CASH REQUIREMENTS AS THE CRITEP.ION rOR SETTING ADVANCE LEVELS.
MCMANAWAY
BT
.7558
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'We. recommend that, USAID/aIiti,:, ro 0etnig' <411h ~.44.4 
a) recapitslt o the~~ibeinefit of1n ourn
date oiitr 

:of..4 11 cnitonereedn
 

addtinlfundsb)4 reach agisreethaent with thecoMinstr ofsbursements 
>4,.4,,~ner thinsrali project~h objecate condition precedent4 <4)~ 

Recommendation No. 344~j. 10,,.44 5..444 48'2K~­

444~- We recommend tha~t j4 44 4.44 44 .444 54 

a) precaitlat for traiin bnfi full-the superrvisin -oer~f4 
prothjcgfunds;4444444
 

b)-oHealth thieetat the~-all netofHiii sbitn
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a) 47prnsupp~.orte expnitureawifll-te imellowev.o' 4 oe
 

d)44 xinitso 
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LIST OF REOO~MEND~TlONS

Recommendation No.1 4

•

We recommend that USAID/l-tai ti, prior to extenOlng the project
beyond its present planned completion date or obligo.ting
addi tional funds, reach agreement wi tli the Millis try of HeC:il tIl
in establishing realistic project objectives .

,
Recommendation No.2

We recommend that USAlD/Haiti:

8

a) recapitulate for the benefit of the current Minister of
Heal th the status of all condi tions precedent through a
project implementation letter, and

b) notify the ~1inistT)' that it ""ill discolltinue disbursements
under this project until the relevant conditions precedent
have been met or ~alved.

Recommendation No.3 10

We recommend that USAlD/Haiti:

a) provide for
accounting for

training i1ud
project funds;

full-time supervision over

subllli tung
a timely
fWlos to

b) obtain evidence that the Government of Ho.l tl IS
accurate expendi ture repons and budgets ill
fashion, permitting the tlmely release of Hue 1
the project i

c) obtain evidence that an addendum to the accowltillg lOallual
has been provided to responsible staff, describing tne
elements supporting documentation must contaill to
demonstrate that expenditures are project related; and

-,

d) notify the ~linistry of Heal t1l tIlat future expenoi tres of
A1D funds ,",'ill be subjected to payment vcnficatloll, and
that unsupported expenditures will be dIsallowed.
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-Recommiendation No. 4 i4~>j~ 

"Health, and the Agency, for- the~Supply of. Cornu~unity'Phiarmacies 
evidence that 4both organizations '4" " 

"~'<-~a) ~,have conducted ;,physical :inventories> in their, warehiouses, 
i"' '~.'corrected 'control, cards, to -show the actual stock. on" hand, 

~ 4ad 'discrepanids iissionl's~epl~ie~1signiificant to.:the 
'>satisfaction; 
 '44 

"'" "b) have provided written ;guidance" to the "res'ponsible
employees, ,detailing--appropriate procedures foi- controlling-­

"i warehoused' commodities; and­

~~'WK c) 'are crondting. periodic~ examinations to ensure tatIj2. 
specified procedures ,are'being followed. 

Recommendation No. 5 l 
 , 

"4~ ~~W recommend that USAJD/Haiti obtain evidence that;: 

a) vehic.le use logs are4 kept, for project vehicles, an itat
"vehicle use is restricted to official business; 'ania
 

b) the Ministry of Health has implemented a system of control 
'which 'provides reasonable, assurance that gasoline coupons
purchased with project' funds are' used only' for~project 

purposes
 

2••--=

Recommendation No.4

We recommend tha LSAlD/Hai ti olJtCiin froo the M.1uistry of
Heal th and the Agency for the bupply of CO'UIIunity Vharmacies
evidence that both organizations:

14

a) have conducted physical
corrected control cards
and explained signifiamt
satisfaction;

inventories in th~lT w3re!lOuses,
to show the ctctual stock on hand,
discrepa'lcies to the ~ti 551011 r5

b) have provided wri tten gUidance to the
employees, detailing appropriate procedures for
warehoused conunodi ties; aud

resJ..OnsiblC
cOhtrolling

c) are conducting periodic examinations
specified procedures are being f(lllo\o."ed.

Recommendation No. 5

to ensure tiles t

1b

We recommend that LGAlD/Haiti olHC:iin evidence tklat:

a' vehicle use logs are kept tor project vehlcles, and that
vehicle use is restricted to offIcIal businessj ana

b) the ~Iinistry of Heal th has implemented Ci system ot
which provides reasonablt' assurC11lce tllal gasol inc
purchased wi til project funds are used only for
purposes.

• :12-
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N. of Copies
 

Direcor UAID/aiti
 

i ~ 5 

C~ - A/ , jiL7x 
LAC/CAR/H
 

B4L .2~ *-

LEG~
 

GC'­

LAC&CR//HP 
PPCCDI 
 3
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REPORT DIS1RIB~rION

APPENDIX 4

No. of Copies

Director J USAID/Haiti 5
•

AA!LAC "•
LA~/CAR/H 2

LAC/GC I

LAC/CXJ~T I

LAC/DR I

LAC/DP I

EXRL 2

LEG I

GC I

AA/M 2

M!Fl'I/ASD 2

S&T/HP 1
~

PPC/CDIE 3
,
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