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This report presents the results of audit of the Grenada Agricultural
Sector Revitalization Project. A program results audit was made to
determine if the project would attain its planned goals and objectives,
AID resources were adequately accounted for, and the project was being
implemented in compliance with AID regulations and the project grant
agreement,

The audit showed that the project would not fully achieve its planned
objectives by the extended January 31, 1987 project completion date, had
not adequately accounted for project resources, and had not fully
complied with project agreement provisions and AID regulations.

Specifically, the audit showed that project activities had not been
adequately planned or managed, fertilizer distribution activities had not
been adequately monitored or fully accounted for, counterpart
contributions had not been monitored, and advances had not been
liquidated promptly. Furthermore, written assurances had not been
obtained from the United States Department of Agriculture's Animal and
Plant Health Inspection Service that project-funded fruit fly trapping
activities could lead to a United States Department of Agriculture
Certification permitting the export of tropical fruits to the United
States.

The report recommends that remaining project activities be effectively
planned and implemented, project-funded commodities be fully accounted
for, counterpart contributions bhe identified, and advances be promptly
liquidated. ~ The report also recommends that written assurances be
obtained from the U.S. Department of Agriculture that project funded
fruit fly trapping activities are being conducted in accordance with
Animal and Plant Health Inspection Service approved guidelines and that,
upon conclusion of the 18 month program, successful completion of the
trapping program may lead to removing United States import barriers to
certain fruits and vegetables.



We discussed our findings and recommendations with your staff
Grenada and Barbados,
comment.

report.

in both
and we submitted a dralt report for review and

Your comments and suggestions were considered in finalizing the

Please advise us within 30 days of any additional information relating to
actions planned or taken to implement the recommendations. We appreciate
the cooperation and courtesy extended our staff during the audit.



EXECUTIVE SUMMARY

Following the joint intervention in Grenada in October 1983, AID
established an office there o work directly with the then interim
government,  Between October 1983 and August 1986 AID approved 25 grant
projects totaling $81 million aimed at revitalizing the island's sagging
econoly. Among these, was the  Grenada  Agricultural  Sector
Revitalization  Project (543-0005) which was funded under a $1.964
million FEconomic Support Fund grant on August 1, 1984 for the purpose of
restoring Grenada's once thriving private sector agricultural industry.
The multi-faceted project was to help strengthen the Ministry of
Agricul ture with technical assistance, establish a fund to facilitate the
transfer of farms from state ownership, create a pest control unit within
the Ministry of Agriculture and rehabilitate a central market facility.
The original project assistance completion date of January 31, 1985 was
extended one year to January 31, 1987 and will have to be extended again
if ongoing and planned activities are to be completed.

A program results audit was made to determine whether the project would
attain its planned goals and objectives, AID resources were adequately
accounted for, and the project was implemented in cémpliance with AID
regulations and the project grant agreement, R
The audit showed that the project would not Ffully achieve its planned
objectives by the extended January 3i, 1987 project completion date, had
not adequately accounted for project resources, and had not fully
complied with project agreement provisions and AID regulations.

Nevertheless, the project had resulted in assisting the Grenadan Ministry
of Agriculture with initial stages of agriculture sector reforms,
strengthening pest  control activities, rehabilitating an aging
agriculture market facility, and establishing a temporary fund to improve
farm soil and drainage conditions,

The audit showed that project activities had not been adequately planned
or managed, fertilizer distribution activities had not been adequately
monitored or fully accounted for, counterpart contributions had not been
monitored, and advances had not been promptly liquidated. Furthermore,
the Regional Development Office/Caribbean-Grenada had not obtained
written assurances from the United States Department of Agzriculture's
Animal and Plant llealth Inspection Service that project-funded fruit fly
trapping activities could lead to a United States Department of
Agriculture Certification permitting the export of tropical fruits to the
United States.

Project activities had continued longer than expected and had had less of
an impact than originally anticipated, The initially planned 18-month
project was designed to produce tengible benefits quickly, Given this
objective, close project management became essential. AID regulations
stress the importance of project management to ensure that objectives are
achieved in a timely manner and that AID Yonds are used effectively.
Among other management tools, AID llandbook guidance emphasizes the
importance of implementation plaps to assist project managers in
efficiently and ecffectively carrying out project activities.



Contributing to project delays and reduced benefits were inadequate
monitoring and the failure to update implementation plans to reflect
changed conditions and fo ensure the effective wuse of project
obligations. As a result, the project completion date was extended by
one year and will have to be extended again if ongoing and planned
activities are to be completed. In addition, approximately $490,000 (25
percent) in project obligations may be in excess of project neecds. We
recommended that an implementation plan be developed for the remaining
project activities and that excess project funds be rebudgeted and/or
deobligated. The Mission generally agreed with the recommendation and
had taken action to update the project's work plan and estimate remaining
funding requirements,

AID purchased and shipped 1,323 tons of bagged chemical fertilizer to
Grenada in November 1984 with a value of $413,166. The Regional
Development Office/Caribbean-Grenada had exercised inadequate oversight
of fertilizer distribution and utilization activities. AlD regulations
hold AID project officers responsible for ensuring the effective use of
AID-Tunded resources. Because of unsettled conditions at the time, the
Regional Development Office/Caribbean-Grenada failed to provide adequate
oversight or establish an effective reporting systém that would have
better ensured the safe-keeping and proper use of AID funded resources.
Consequently, AID did not promptly learn of missing fertilizer and was
unaware of how the remainder had been distributed. As a result, there
was a shortfall of over $18,000 in the special soil conservation f(und
established with fertilizer sale procceds to provide grants to farmers
for soil and drainag:  improvements. We recommended that project
fertilizer activities be evaluated and reconciled. The Mission agreed
with tie Finding and had taken action to implement the recommendation.

As  of November 26, 1986 Government of Grenada project counterpart
contributions had not been identified or quantified. The project
agreement provided that the Ministry of Agriculture would contribute not
less than  $355,000 towards accomplishing project objectives. AlD
regutations require that AID/Missions monitor local support contributions
to ensure, among other things, compliance with grant agreement provisions
and the timely completion of project activities. Lack of counterpart
contribution information s tems £ rom Regional Development
Office/Caribbean-Grenada's failure to monitor local contributions and
require government entities to routinely provide such information. This
deficiency was not confined to this preject. As a result, the Regional
Development Office/Caribbean-Grenada did not know the extent to which the
Government of Grenada was complying with its counterpart contribution
obligations on this or several other projects with similar counterpart
support provisions, Without this information Regional Dcvelopment
Office/Caribbean-Grenada  had little basis for knowing il project
activities would be accomplished as planned. We recommended that
Government of Grenada counterpart contributions be reported and updated
on a periodic basis.  The Mission agreed that it did not track
couterpart contributions, but noted that it had taken action to
implement the recommendation.
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AUDIT OF GRENADA
AGRTCULTURAL SECTOR REVITALIZATION PROJECT

PART T - INTRODUCTION

A.  Background

Grenada is  the southernmost of the Windward Island's, located
approximately 100 miles off the northern coast of Veneczuela. The island,
with a population of about 110,000 and an area of only about 133 square
miles, gained independence from Great Britain in 1974, Previously known
for its picturcsque scenery and production of cocoa, nutmeg and other
spices, Grenada drew worldwide attention in October 1983 when United
States and Caribbean island armed forces intervened to restore peace and
order in the aftermath of serious civil disturbances.

Following the joint intervention, AID established an office in Grenada to
work directly with the then interim government. Between October 1983 and
August 1986 AID approved 25 grant projects totaling $81 million aimed at
revitalizing the island's sagging cconomy. Among these was  the
Agricultural Sector Revitalization Project (543-0005), authorized on July
23, 1984 for the purpose of restoring Grenada's once thriving private
sector agricultural industry, which had deterioriated under the policies
of the previous socialist-oriented regime.

On August 1, 1984 the Regional Development 0Office/Caribbean-Grenada

signed a $1.964 million Fconomic Support Fund grant agreement with the
Government  of  Grenada (GOG)  to (1) help strengthen the Ministry of
Agriculture (MOA) with technical assistance, (2) establish a fund to
facilitate the transfer of certain farms from state ownership, (3)
acquire 1,323 tons of fertilizer for banana and cocoa farwers, (4) create
a pest control mit within the MOA and (5) rehabilitate the central
market facility in the country's capital - St. George's. The GOG was to
contribute $355,000 ‘'in-kind" support to the project. The original
project completion date of January 31, 1986 had been extended to January
31, 1987 1/. As of September 30, 1986, about $ | mitlion in AID funds
had been “disbursed.  G0G counterpart contributions could not be fully
identif ied.

In June 1985, responsibility for Grenada Controller functions was
transferred to AID's Regional Development Office/Caribbean (RDO/C) in
dridgetown, Barbados. [n addition, beginning with fiscal year 1986,
responsibility for all Grenada program budget allotments was transferred
to RPO/C, further reducing the relative autonomy the Grenada program and
AID staftf there had exercised immediately after the intervention.

1/ On November 6, 1986 the Associate Director, Grenada requested the

© Director, RNO/C to approve a l0-month extension of the project
completion date from January 31, 1987 to December 1, 1987. As of
November 26, 1986 the Mission Director had not taken final action on
this request, although its approval was expected.



B. Audit Objectives and Scope

fhe Office of the Regional Inspector General for Audit/Tegucigalpa,
Honduras conducted a program results audit of the Grenada Agricultural
Sector Revitalization Project during the period October 20, 1986 to
November 23, 1986. The audit objectives were to determine if: (1) the
project would attain its planned goals and objectives, (2) AID resources
were adequately accounted for, and (3) the project was being implemented
in compliance with AID regulations and the project grant agreement.
there project deficiencies were disclosed, applicable inteinal controls
were  examined,  The audit covered some $1 mitlion in AID project
disbursements from August 1, 1984 to September 30, 1986. GOG Counterpart
contributions could not be verilfied as neither the implementing agency
nor the Mission had quantified these amounts.

To accomplish the audit objectives, project files, records and other
ertinent Jdata were reviewed, and RI/C officials in Bridgetown, Grenada,
and officials at the Ministry of Agriculture and two private agriculture
1ssociations were interviewed.,  Discussions were also held with three
consultants  providing  technical assistance under the project, In
addition, field visits were made to various project-sipported development
aictivities including three farms under the GOG's model farm program, a
laboratory and related activivies in support of thé GOG's pest control
yrogram, and a rehabilitated central market. The audit was made in
1iccordance with generally accepted government auditing standards.



AUDIT OF GRENADA
AGRTCULTURAL SECTOR REVITALTZATION PROJECT

PART 1T - RESULTS OF AUDIT

The audit showed that the project would not fully achieve its planned
objectives by the extended January 31, 1987 project completion date, had
not adequately accounted for project resources, and had not fully
complied with project agrecment provisions and AID regulations.

Nevertheless, the project had resulted in assisting the Grenadan Ministry
of Agriculture (MOA) with initial stages of agriculture sector reforms,
strengthening p-st control activities, rchabilitating an aging
agriculture markec facility, and establishing a temporary fund to improve
farm soil and drainage conditions.

Specifically, the audit showed that project (1) activities had not been
adequately planned or managed, (2) fertilizer distribution activities had
not been adequately nmonitored or fully accounted for, (3) counterpart
contributions had not been monitored, and (4) advances had not been
liquidated promptly. Furthermore, RDO/C-Grenada had flot obtained written
assurances from the United States Department of Agriculture's Animal and
Plant Health Inspection Service that project-funded fruit fly trapping
activities could Tlead to a United States Department of Agriculture
Certification permitting the export of tropical fruits to the United
States,

The report recommends that RDO/C-Grenada ensure that remaining project
activities are effectively planned and implemented, project-funded
comsiodities are  fully accounted for, counterpart contributions are
identified, and advances are promptly liquidated. The report also
recomnends  that RDO/C-Grenada obtain written assurances from the U.S.
Department of Agriculture that project [unded fruit fly trapping
activities are being conducted in accordance with Animal and Plant Health
Inspection Service approved guidelines and that, upon conclusion of the
18 month program, successful completion of the trapping program may lead
to removing United States import barriers to certain fruits and
vegetables.,



A. Findings and Recomnendations

1. Closer Management Attention Could Have Enhanced Project Impact

Project activities had continued longer than expected and had had less of
an impact than originally anticipated. The initially planned 18-month
project was designed to produce tangible benefits quickly. Given this
objective, close project management became essential., AID regulations
stress the importance of project management to ensure that objectives are
achieved in a timely manner and that AID funds are used effectively.
Among other management tools, AID Handbook guidance emphasizes the
importance of implementation plans to assist project managers in
cfficiently and effectively  carrying out project activities.
Contributing to project delays and reduced benefits were inadequate
monitoring and the failure to update implementation plans to reflect
changed  conditions and to ensure the effective use of project
obligations. As a result, the project completion date was extended by
one year and will have to be estended again if ongoing and planned
activities are to be completed. In addition, approximately $490,000 (25
percent) in project obligations may be in excess of project needs.

Recommendation No. |

'S

We recommend that, 1f the project assistance completion date is extended,
USAID/RDO/C-Grenada, in consultation with the Ministry of Agriculture:

(a) identify rvemaining essential project activities,

(b) establish an implementation plan for those activities to include
costs and implementation time frames, and

(c) rebudget and/or deobligate/reobligate excess obligations.

Discussion

The project had progressed at a slower rate than originally planned. All
of the project's components had experienced delays in implementation at
the time of our audit, and only two of the five project components --

fertilizer distribution and market rehabilitation -- had been completed.
Both  these components had experienced considerable implementation
problems and the envisioned impact on revitalizing Grenada's agriculture
sector was less than planned. For example, the fertilizer component was
to increase the 1985 cocoa and banana yields over 1984 yields by 20
percent and 25 percent respectively. Based on Cocoa and Banana
Association figures, the 1985 cocoa and banana production levels were
about the same as 1981 and it was anticipated that the 1986 production
levels for the two crops would actually be lower than the 1985 figures.
The market rehabilitation component took more than a year longer (o
complete than anticipated and exceeded the original AID budget of
$124,000 by $34,000 or 27 percent. Nther than providing temporary
employment  opposctunities the activity had no measurable impact on

revitalizing Grenada's Agriculture Scctor. Activities under the
remaining three project components -- technical assistance, divestiture
fund and pest control unit -- had not been completed and could not he

fully completed unless the project assistance completion date were to be
extended beyond the current January 31, 1987 date.
4 -



This 18-month project was intended to yield quick and visible results in
order to demonstrate, before the December 1984 national elections, United
States and GOG commitment to agriculture reform. Mission management
stated they had been under pressure after the intervention to provide
high impact activities for the purpose of putting people to work and
increasing productivity. Given this situation, close project management
became extremely important. AID regulations stress the importance of
project management to achieve project objectives in an efficient and
effective manner. The regulations further emphasize the usefulness of
updating implementation plans (See AID Handbook 3, and especially Chapter
11) to guide project activities, and to better ensure that time Erames
arc met and resources are effectively used,

Project implementation was extremely slow during the first year, in part,
because of Tlimited USAID project oversight. The project's design
envisioned a full-time agriculture development officer to provide
essential management oversight and monitoring for the duration of the
project, The general project officer assigned initial management
responsibility considered this crucial to completing project objectives
within the planned time frame of 18 months. lHowever, when the project
agreement was signed, no full-time agriculture officer was assigned to
manage the project. A full-time agriculture project officer was not
assigned to the USAID Grenada office until July 1985, 11 months alter
project funds were obligated, In  the meantime, project management
responsibilities were shared by a general project officer in Grenada and
the chief of the Agriculture Division at RDO/C in Bridgetown, Barbados.
Project officials stated that, in retrospect, not assigning a full-time
technical project officer at the project's outset had been a poor
decision. For example, they agreed that many of the problems associated
with the project's fertilizer component were directly related to
inadequate management oversight (see Finding No. 2).

However, Mission officials also stated that the project's original time
frames were extremely optimistic and would have been difficult to achieve
under the best of circumstances, let alone in a country whose government
was in the midst of major sorial reform. USAID officials revised the
project's timeframes and corrected certain project design problems in the
fertilizer and divestiture components in an appropriate manner.
Nevertheless, project implementation continued to be slow.

Contributing to the project's continued slow progress was the lack of an
updated plan to guide all project participants in their implementation
responsibilities, The original project paper contained a general
implementation plan which listed project activity timeframes. However,
there was no evidence that this plan had been used or updated to reflect
changed project conditions. The development and updating of a detailed
tmplementation plan would have helped minimize the ifmpact of other
obstacles to project progress. For example, an updated implementation
plan could have been useful in offsetting the effects of GOG budgetary
and management problems. These problems were especially visible in GOG's
Model Farm Program. The Model Farm Program, which was partially Cunded
from the project's divestiture fund component, was designed to transfer
18 government-owned estates to private farmers at the end of three
years. The project was to help develop nine estates which had no claims



against them. With only two months remaining in the project, limited

progress had been made in preparing the model farms for transfer or
settlemen . As of November 25, 1986 no farms had been turned over to
private firmers and it was uncertain that more than one estate would be
ready for settlers by the project's January 31, 1987 completion date.
Updating implementation plans to reflect GOG budgetary and management
problems might have resulted in minimizing their impact on implementing
project activities. In addition, updating implementation plans would
have better ensured the effective use of project obligations,

Excess project obligations had not been identified and cffectively
managed.  This was especially apparent in the three on-going project
components,  lmplementation delays and changed conditions had resul ted
in approximately $290,000 (21 percent of the total for these three
components) not being used as follows:

-- The technical assistance contract provided for two resident technical
advisors for !'8 months. However, only one of the two long-term
advisors had been with the project for the entire project period.
The other left after nine months. This and over-budgeting in other
technical assistance categories, resalted in approximately $130,000
in excess obligations.

-- Model farm development expenditures had not occurred as planned.
Internal roads and other activities planned for the Bocage, Perchier,
and Paradise estates had cither been eliminat:d or not started due to
the onset of the rainy season in Grenada, while planned feeder road
activities at Bocage, Samaritan and Belle Vue had also been
eliminated or not started. An estimated $89,000 will not be expended
as planned on this activilty.

-- Ixpenditures had not been made as planned on Pest Management Unit
activities. As at September 30, 1986 therc had been approximately
$102,000 reraining to be spent in this activity, However, it
appeared that only $31,000 would be used by the end of the current
project assistance completion date. As a result an estimated $71,000
was in excess of project necds.

In addition to the above $290,000 in excess obligations, an additional
$200,000 in project funds had not been earmarked. These obligations
should have been deobligated in accordance with AlD Handbook 3, Chapter
1308 which provides that, when funds authorized and obligated for the
life of the project exceed the amount actually required, actions should
be taken to deobligate and/or rebudget such [unds.

As a result of management weaknesses, project activities had not been
efficiently and effectively implemented. The project completion date had
to be extended once and will have to be extended again to complete
ongoing and planned activities. Completed fertilizer and market
rehabilitation activities had not resulted in substantially benefiting
Grenada's agricultural sector, and an estimated $490,000 in project
obligations had not been effectively programmed.



Project implementation requires  appropriate management oversight to
ensure  project activities are implemented in a timely and effective
manner. RDO/C-Grenada and  Bridgetown Ffailed to provide adequate
management oversight which contributed to implementation delays, reduced
henefits, and excess funds.

Management Comments

USAID/RDO/C stated it had extended the project assistance completion date
10 months to December 1, 1987, in order to accomplish remaining project
activities. These activities were identified in a ievised work plan with
estimated costs., ALl unexpended project funds identified in the report
will be required to complete the planned activities.

USAID/RDO/C stated that many of the implementation issues discussed in
the report could be attributed to inadequate and hurried design rather
than mismanagement. In fact, Mission officials stated that good
management was often responsible for overcoming some design problems and
cited examples in their official response to the draft report, (sce
Appendix A).

Inspector General Comments

The actions taken by the Mission to implement the recommendation appear
adequate. lowever, before the recommendation can be closed the Mission
needs to provide evidence that the Mission Director has in fact approved
the project's 10-month extension and that the Government of Grenada has
approved the revised project plan. Changes were made in the report based
on comments provided by the Mission,



2. Fertitizer Distribution Necded to Be Evaluated and Reconciled

ATD purchased and shipped 1,323 tons of bagged chemical fertilizer (o
Grenada ir November 1981 with a value of $413,166. The RDO/C-Grenada had
exercised inadequate oversight of fertilizer distribution and utilization
activities. AID regulations hold AID project officers responsible for
ensuring the cffective use of AlD-funded resources. Because of unsettled
conditions at the time, the RDG/C-Grenada failed to provide adequate
oversight or establish an effective reporting system that woulld have
better ensured the safe-keeping and proper use of AlD funded resources.
Conscequently, RDO/C-Grenada did not promptly learn of missing fertilizer
and was wunaware of how the remainder had been distribuated., As a result,
there was a shortfall of over $18,000 in the special soil conservation
fund established with fertiiizer sale proceeds to provide grants to
farmers for soil and dJdrainage improvements,

Recommendation No, 2

We recommend that the Regional Development Office/Caribbean-Grenada
issue  project implementation letter(s) to request the Ministry of
Agriculture to: '

(a) Submit a detailed final report fully accounting for all AID-funded
fertilizer distributed by the Grenada Cocoa and Grenada  Panana
Cooperative Associations, (This report should identify the total number
of bags received and unit price paid by each fertitizer recipient, and
should also describe the actions to be taken by the Regic.al Developiment
Office/Caribbean-Grenada  and  the Ministry to  easure  that proper
restitution is made for incorrect fertilizer transactions. This should
include, for example, the Government of Grenada restoring to the soil
conservytion fund the difference between actual fertilizer cost and the
subsidized price the Grenada  Farms  Corporation paid the Banana
association for project fertilizer.)

(b) Initiate an investigation of the missing fertilizer estimated at
4,192 bags worth $74,427, and report its findings to USAID and, if
necessary, to the appropriate local authorities. (If this investigation
does not recover the missing commodities or their cquivalent market
value, then the Ministry along with the two associations responsible for
safeguarding the fertilizer should restore to the soil conservation fund
an  amount equal  to what would have been deposited i the missing
fertilizer had been sold to eligible growers at the established price of
US$4.46 per bag.)

(c) Submit a detailed periodic report on the status of soil conservation
activities until the special fund has been liquidated.

Discussion

RIX)/C-Grenada  did  not  ensure  the effective use  of AID  financed
commodities.  Under the project nearly 1,323 tons obf fertilizer, valued
at $413,166 including shipping costs, were procured with Al grant funds
for the purpose of quickly improving private cocoa and banana farmer
yields, During project implementation, approximately 231 tons of



fertilizer (18 percent of the total) valued at $74,427 disappeared. 0f
the total missing fertilizer, 215 tons (3,904 110 1b. bags) destined for
Grenada banana growers disappeared from a Government of Grenada warehouse
while 16 tons (288 110 1b. bags) scheduled for Grenada cocoa growers
disappeared during transit to Grenada Cocoa Association warehouses. As a
result of these disappearances a shortfall of over $18,040 to the special
soil conservation fund was realized. The fund was established with
fertilizer sale proceeds for the purpose of making grants to cocoa and
banana farmers for soil and drainage improvements,

In addition, not all remaining quantities were distributed in accordance
with project agreement provisions. For example, according to a Banana
Cooperative Society official, 900 bags of project fertilizer were sold to
Grenada Farm Corporation (GFC) estates., The GFC was a povernment
corporation responsible for managing state owned lands. Project
officials stated that the AID funded fertilizer was not meant to benefit
state-run farms. This prohibition was well documented., For example, in
an Aprilt 25, 1985 implementation letter concerning a cocoa fertilizer
distribution proposal, RIN/C-Grenada stated that it concurred with the
cocoa grower's proposal provided that, among other things, '"Grenada State
Farms will not be a heneficiary under this activity."™ A. a result of the
sale to the GFC, less subsidized fertilizer was available for intended
beneficiaries-- the private farmers. In our opinion, the government
should reimburse the soil conservation fund by an amount equivalent to
the difference between the fertilizer's subsidized price and its actual
costs. For the 900 bags affected by this transaction, this would be
about $12,000.

In addition, it appeared that some private growers may have unduly
henefited from AID-funded fertilizer because of inadequate controls
and/or because the distribution guidelines were not consistently followed
by the two associations. A, sample review of cocoa association records
disclosed that one large cocoa grower purchased 300 bags of project
fertilizer in  June 1985 cven though a 200 bag limit had been
established, This farmer may have already received project fertilizer as
records showed that 608 bags had been delivered at the project's outset
to the farmer's warchouse., It is unclear, however, whether or not the
farmer used any of the original fertilizer allotment or merely provided
storage space for the GCA.  This same farmer also purchased banana
fertilizer turough that association 2/. A sample review of the banana
growers' association records disclosed the farmer had purchased 183 bags
of ATD-financed fertilizer in January 1985,

2/ Mixed-crop farming is common in Grenada, As a result, it is not
unusual  for farmers to belong to more than one agriculture
association,



AID  Handbook Nos. 3 and 15 hold the AID Missions responsible for
monitoring project activities and for ensuring the effective use of AlID-
funded resources. RDO/C-Grenada failed to adequately monitor project
fertilizer activities. lLack of a full-time agriculture project manager
during project fertilizer distribution and the Mission's failure to
require the MOA to submit appropriate reports contributed to the
Mission's limited awareness ol [ertilizer activities. It was not until
March 1986, about seven months after the arrival of a full-time
agriculture project officer, that it became known that some GBCS
designated project fertilizer had disappeared. During the subsequent
months the project manager had investigated the missing banana fertilizer
and had consulted with RO/C officials and the AID Regional Legal Advisor
on possible corrective actions. lowever, mission records contained no
evidence that AID officials were aware that some cocoa fertilizer had
also disappeared or that project fertilizer had not been distributed in
compliance with distribution agreements,

Mission and MOA officials agrced that project fertilizer activities had
been poorly managed. RDO/C-Grenada officials stated that the absence of
a full-time agriculture project officer during the first year of project
implementation had limited cthe Mission's ability to™physically inspect
fertilizer receipt, storage and distribution. Ministry officials stated
that they relied primarily on the two associations to implement the
fertilizer project component in  accordance with the provisions in
azreements the MOA had signed with the two associations. The MOA did not
make physical inspections of fertilizer stocks or the associations'
fertilizer records, nor had it required the assoctations to periodically
report the status of fertilizer activities. Ministry officials stated
that they had no knowledge of missing project fercilizer until mid-19806
when the associations were requested to deposit fertilizer sale proceeds
into a special soil conservation fund. Lower than anticipated deposits
raised questions that led to the discovery that some project fertilizer
had disappeared., Both Mission and MOA officials agreed that a full
accounting was needed for all completed project fertilizer distribution
activities as well as for current soil conservation and drainage
activities being funded from fertilizer sale proceeds.

The failure to closely monitor project activitics prevented the Mission
(rom taking action in a timely manner to minimize fertilizer losses and
to ensure appropriate distribution of AID-funded commodities. As a
result, a shortfall in special soil conservation fund deposits was
realized,

Management Comments

USAID/RIO/C agreed with the f{inding and recommendation and submitted
copies of implementation letters that it had sent to the Ministry of
Agriculture to implement the recommendation,

Inspector General Comments

The Mission has provided adequate evidence that it has satisfactorily
imglemented part (c) of the recommendation. The remaining parts, (a) and
(h), can be closed upon cvidence that the Ministry of Agriculture has
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investigations and satisfactorily reported its findings o
the AID funded fertilizer along with recoverie
transactions and fertilizer losses du
In addition, the Mission needs t

completed its
the disposition of
obtained for incorrect fertilizer
to inadequate management oversight.
submit a copy of the signed implementation letter (No. 34) requesting th

Ministry of Agriculture to investigate the missing fertilizer.



3. Host Country Counterpart Contributions Had Not Been Monitored

As of November 20, 1986, GOG project counterpart contributions had not
been identified or quantified. The project agreement provided that the
MOA would contribute not less than $355,000 towards accomplishing project
objectives. AID rvegulations require that AID/Missions monitor local
support contributions to ensure, among other things, compliance with
grant  agreement provisions and the timely completion of project
activities. Lack of counterpart contribution information stems from
RDO/C-Grenada's failure to monitor local contributions and require the
GOG  to routinely provide such information. This deficiency was not
confined to this project. As a result, RDO/C-Grenada did not know the
extent to which the GOG was complying with its counterpart contribution
obligations on this or scveral other projects with similar counterpart
support provisions. Without this information RDO/C-Grenada had little
basis for knowing if project activities would be accomplished as planned.

Recommendation No. 3

We recommend that RDO/C-Grenada obtain from appropriate Government of
Grenada entities, through project implementation letters or equivalent
documents, a report summarizing their contributions to AID projects by
clement, as of September 30, 1986 and updates of this information on a
quarterly basis for the remainder of all AID projects in Grenada
containing a Government of Grenada counterpart support obligation,

Discussion

Inspector General auditors werc not able to determine to what extent MOA
resources had been contributed toward accomplishing project objectives.
The MOA had supported project activities by providing, among other
things, office space and supplies, personnel costs, and construction
equipment and materials. The extent of these contributions, however, had
not been fully identified or quantified.

The project agreement provided that the MOA would contribiute not less
than $355,000, including costs borne on an '"in-kind'" basis, towards

accomplishing project objectives. The project agreement further
subdivided the planned ©GOG total counterpart contribution by the
project's components, AIlY  regulations require that USAID/Missions

monitor project activities to ensure compliance with project agreement
provisions including counterpart contribution commitments,

RDO/C-Grenada had not, as a matter of practice, monitored GOG compliance
with local project support obligations to any of the [ive projects in its
portfolio with specific counterpart contribution commitments,  These
comni tments  totaled $2.5 million, Mission officials stated that
counterpart contributions were not required for Economic Support Funded
Projects, although contributions were encouraged. Mission officials
stated that GOG budgetary constraints precluded cash contributions to
projects and therefore all  counterpart support was on an 'in-kind"
basis. Quantifying these costs was not always easy. For example, under
the Agricultural Revitalization Project, the Mission was aware that the



MOA provided: offices and supplies for the resident technical advisors,
construction equipment and materials for model Ffarm development, and
administrative and other support for the pest management unit. Mission
of ticials stated they did not feel it was necessary to require the MOA to
quantify and report these costs.  We disagree and have recently issued a
regionwide report (No. 1-500-87-07) on this subject whose recommendations
have been supported by AA/LAC,

This issue, not monitoring counterpart contributions, was also a
deficiency discussed in an earlier AID Inspector General audit report,
No. 1-538-85-9 on RIX/C selected agricul ture projects.  This July 1985
report  recommended  that  "RDO/C obtain from its borrowers/grantecs
periodic veports on their contributions to projects, and that project
of ficers ceview these reports for rveasonableness and determine whether or
not counterpart contribution requirements are being met." RIX/C had not
yet satisfactorily implemented this recommendation.

As a result of not tracking counterpart contributions, the Mission had no
assurance that the GOG had or would fully comply with the grant agreement
counterpart  contribution  provision. Furthermore, wi thout this
informition the Mission had one less indicator from which to gauge

project progress and to identify potential problems.

Management Comments

RO/C agreed thot it had not monitored Government of Grenada counterpart
contributions to its Agriculture Sector Revitalization Project. In
accordance with this report recommendation, the Mission submitted an
implementation letter to the Ministry of Agriculture requesting that this
information be provided and periodically updated for this project.

Inspector General Comments

The Mission has taken appropriate action to satisfy the report
recommendation as it pertains to the Agriculture Sector Revitalization
project, However, as the report discussed, the Mission had not monitored
the counterpart contributions on any of its projects with the Government
of Grenada  with such  support commitments.  The report, therefore
recommended that the Mission, through project implementation letters or
equivalent documents, obtain counterpart contribution information on all
AID projects with Government of Grenada counterpart support obligations.
This recommendation will be closed upon receipt of evidence that the
Government of Grenada has provided this information for the Agriculture
Sector  Revitalization and  the other AID  projects with specific
counterpart contribution commitments.



A, Advances Had Not Been Liquidated Promptly

The MOA had not promptly liquidated project advances. 1In accordance with
AID regulations, advances should not remain outstanding for more than 30
days, or not to exceed 90 days if the Mission has made a formal
determination to this effect.  However, $28,913 in advances made to the
MOA in support of model farm development and pest management unit
activities had remained outstanding for about six months., This occurred
because MOA construction and other activities had not been implemented as
quickly as expected and because MOA had not submitted vouchers in a
timely manner. As a result, unnccessary .5, Government interest costs
may have been incurrved while advances vemained outstanding.

Recommendation No, 4

We  recommend  that  RDO/C-Grenada obtain  Ministry of Agriculture
submissions of expense vouchers promptly, and the return of advanced
funds which exceed 90 days' requirements.

Discussion
-
[}

Under this project the MOA was advanced $81,355 to perferm various
activities under two project components - pest manafement ($57,101) and
model farm development ($24,254).  As of November 26, 1980, $28,913, or
36 percent of the total advances, had remained outstanding for nearly six
months,

Advances held by the implementing agency ‘n  excess of 90 days'
requirements violate the provisions of AlD Handbook 1, Supplement B, page
15-8, Section (c) which states that advances should be based on an
analysis of cash requirements and limited to the minimum amount needed
for immediate disbursing needs. This periced is normally 30 days, however
it can be extended to 90 days if it is determined that project
implementation would be interrupted or impeded by applying the 30 day
max imuam. :

Mission and MOA officials stated that the advanced funds had been
required for project activities, but that the MOA had merely not
submi tted  vouchers promptly. [n contrast, Mission f{inancial records
showed that a $24,251 advance made in May 1986 from the project's
divestiture fund component, for use in developing model farms, had not
been ntilized., Mission officials stated that work had been performed,
although less than planned, by the MOA with these funds but vouchers for
the work had only recently been submitted. MOA officiais had been
advised of the Mission's concern and stated that vouch>rs would be
submitted in a more timely manner in the future.

Because advanced funds may not have been used as promptly as planned, the
11.S. Government may have incurred unnecessary interest costs of about
$850.

The prompt submission of vouchers to liquidate advances is necessary to
demonstrate that funds arc being used as intended and in a timely
manner.  Without this documentation, AID had no assurance that project
funds were being used effectively and/or even required.



Management Comments

RDO/C agreed that the Ministry of Agriculture initially had an advance of
funds  which exceeded AID's 90 day requirement. The Mission provided
evidence that this situation had been corrected through the submission of
project expense vouchers. In addition, the Mission had advised the
Ministry of Agriculture through an implementation letter that future
requests for advances would not be processed for payment in excess of
expenditures projected over a ninety-day period. The Mission submitted a
formal determination made by the AID associate Director in Grenada that a
cash advance for up to 90 days was required for orderly project
implementations,

Inspector General Comments

The “ission has provided adequate evidence that it has satisfactorily
implemented  the  recommendation.  Accordingly, the recommendation is
closed with the issuance of the final report.



5. Fruit Fly Trapping Activities Were Not Adequately Documented

Project funds were committed to fruit fly trapping activities without
adequate assurances that trapping activities could be completed or that
the program's results could be used to enhance Grenada's efforts to
expand its fruit and vegetable exports. AID regulations place primary
responsibility on project officers to ensure that project resources are
used eftfectively. The RDO/C-Grenada project officer, however, did not
ensure  before  committing project funds that the overall project
assistance date would be extended to accommodate the 18-month trapping
project.  Nor did he ensure that the trapping results would be accepted
by the Hnited States Department of Agriculture's Animal and Plant Health
Inspection Service (APHIS), the agency which regulates the conditions
under which foreign produce may be exported to the United States. As a
result of not obtaining these assurances, the success of AID's $125,000
investment in fruit fly trapping activities remains doubtful.

Recommendation No. 6

We recommend that, if the Grenmada Agricultural Revitalization Project
assistance completion date is extended, RDO/C-Greitada obtain, as a
condition to continued funding of the fruit fly program beyond March 31,
1987, a signed Memorandum of Understanding or othdr written assurance
that USDA"s Animal and Plant lealth Inspection Service formally sanctions
the trapping program and that its results would be used to further
Grenada's efforts to export certain fruits and vegetables to the United
States.

Discussion

The Pest Management Unit of the Ministry of Agriculture had undertaken a
fruit tly trapping program under the auspices of the U.S. Department of
Agriculture's Animal and Plant Health TInspection Service (APHIS) to
determine the existence or non-existence of fruit flies in Grenada. This
activity, budgeted at $125,000, was started in April 1986 and was being
funded under  the Agricultural Revitalization Project's Pest Management
Init.  Depending on the results of the planned 18-month program, Grenada
could possibly obtain certification that the island is fruit-fly-free,
which could then facilitate the export of certain lruits and vegetables
to the Hnited States and bring in mech needed foreign exchange.

A Memorandum of - tnderstanding  (MOU)  between  the MOA and  APHIS  was
prepared detailing  the terms and conditions of the 18-month trapping
program,  The MOU was prepared for the purpose of documenting  the
trapping  program and to obtain assurances  from  APHIS  that, upon
completion of  the AlID-funded activity, APHIS would assess its impact on
Grenada's ef forts to export certain (ruits and vegetables to the United
States,

The Ministry approved the MOU  in Ausust 1985 and began full-scale
) Pl i g

trapping activities in  April 1986, In  the meantime,  however,
RDO/C-Grenada had not obtained a signed MOU From APHIS indicating LSDA's
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official agreement with the project activity or its willingness to assess
trapping results in connection with Grenada's ecfforts to increase
agricul ture exports to the United States.

As of November 26, 1980 neither the Mission nor the Ministry had received
a stgned Memorandum of Understanding or other formal document from APIIS
providing assurances that the Grenada fruit fly trapping program was
sanctioned by APHIS. Mission officials stated that there was no doubt
that APHIS was fully cognizant of the trapping program and cthat it had
approved its 18-month design. Mission officials stated, however, that
APHIS was hesitant to commit anything in writing or otherwise give the
impression  to a foreign government that the trapping program would
definitely lead to the United States' acceptance of certain fruits and
vegetables from Grenada,

In retrospect, Mission officials stated that the activity should not have
been funded until APHIS had signed the MOU or provided some other written
evidence of their involvement in the project., However, with six months
already invested in trapping activities, Mission officials were reluctant
to terminate this activity even though continuance would require
extending the project completion date beyond the already extended January
31, 1987 date,  Mission oftficials added chat some form of written
acknowledgment trom APHIS was anticipated in the nearf future and that it
was expected that RPDO/C would extend the project completion date to allow
for completion of the [8-month trapping program.

Committing project Tunds to activities which cannot be completed before
the current project completion date or without {irm assurance that their
end-results woulid be used as intended reflects poor management judgment
ard could lead to an embarassing situation between AID and the GOG.  Lven
it the current project assistance completion date was extended to allow
completion of trapping activities, Mission officials would still have no
assurance  that the 18-month trapping program was cost-effective unless
some  formal acknowledgement was obtained from APHIS that the results
would bhe used to farther Grenada's efforts to export certain fruits and
vegetables to the United States,

Management Comments

USATD/RDO/C agreed with the finding and recommendation.  In December
1980, the Mission received cabled assurances from the Y.S. Animal and
Plant Health Inspection Service representative stationed in the Dominican
Republic that APHIS would meet all commitments made in the Memorandum of
Inderstanding between 1t and the Grenada Ministry of Agriculture. The
representative  also  stated  that  APHIS  Washington officials were
attempting  to locate  the memorandum.  The Mission requested that  the
recommendation be closed based on the assurances provided by the APHIS
representative in the Dominican Republic,



Inspector General Comments

The information provided by the Mission indicates that the Memorandum of
Understanding may have never been reviewed by the appropriate Washington
officials. This possibility raises further doubts as to the impact this
I8-month trapping program will have on facilitating the export of certain
(ruits and vegetables to the United States. This recommendation will be
closed upon receipt of evidence that the subject memorandum or other
equivalent document has been signed by appropriate U.S. Department of
Agriculture authorities.
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B. Compliance and Internal Controls

1. COWEIi&HCU

The audit disclosed four compliance exceptions:

-- Some project-funded fertilizer was unaccounted for while remaining
quantities were not always distributed in accordance with project
agreement provisions (Finding No. 2).

-- The Government of Grenada's counterpart support obligations were not
monitored hy RDO/C management to determine the extent of compliance
with project agreements (Finding No. 3).

-- Project funds were committed to fruit fly trapping activities beyond
the project assistance completion date (Finding No. §).

== Regional Development Office/Caribbean management did not promptly
report missing AlD-funded commodities to the Inspector General's
Office for Inspections and TInvestigations as required by AID

N

regulations (sce following section). -
Other than the conditions cited, tested items were” in compliance with
applicable laws and regulations and nothing came to our attention that
would indicate that untested items were not in compliance.

2. Internal Controls

The audit disclosed internal control weaknesses in the following areas:

-- Project implementation plans and budgets were not prepared and/or
revised to reflect changed project conditions (Finding No. 1).

-- Regional Development Office/Caribbean management had not established
adequate monitoring controls over receipt, storage and distribution
of project funded commodities (Finding No. 2).

-- Project financial status reports were not routinely provided to
project managers (See following section).

-- Project advances were not liquidated in  compliance with AID
regulations (Finding No. 4).

With the above exceptions, no other control weaknesses came to our
attention,



C. Other Pertinent Matters

Two other issues were identified during the audit. First, it came to our
attention that the Regional Development Office/Caribbean  had not
automated its accounting system to provide periodic project financial
status reports on its portfolio of approximateiy 60 major projects and
200 smaller activities, The current manual accounting system had the
information available to  prepare reports, however, due to staffl
Limitations these reports were prepared on an as-requested basis only.
The Controlter's Office had obtained the equipment necessary to install
the Mission Automated Accounting System and was currently in the process
of entering project financial data in the system. The Controller stated
that, barring any further staftfing problems, all [inancial information on
projects in the R/C portfolio would be entered into the automated
system by March 31, 1987.  We strongly encourage RDO/C management to
devote the necessary resources toward this end so that vital project
financial reports can be routinely provided to project managers to assist
them with their oversight responsibilities.

Second, in regard to the missing fertilizer discussed earlier, it
appeared that Mission officials in Grenada were unfamiliar with the
reporting requirements of AID Handbook 24 which requires the prompt
reporting of crimes, or the suspicion therecof, to the Inspector General's
Office for [Inspections and Investigations.  RDO/C-Grenada officials
immediately advised RDO/C, Bridgetown, including the Regional legal
Advisor, of the missing fertilizer and requested guidance. lHowever, AID
officials from neither office had immediately advised the Inspector
General's Otfice for Inspections and Investigations, This office was
eventualty notified by RDO/C-Grenada, but not until Mission officials
were advised by the audit team that the mere suspicion of a crime was all
that was. required under the regulations to warrant a report to the Office
of Tnspections and TInvestigations. Based on this incident, it appears
that a Mission memo or directive calling cmployee's attention to the
reporting requirements of AID Handbook 24 would be appropriate.
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APPENDIX B
Page 1 of 2

LIST OF REPORT RECOMMENDATTIONS

Page No.

Recommendation No., 1

We recommend that, if the project assistance completion
date is extended, USAID/RDO/C-Grenada, in consultation
with the Ministry of Agriculture:

(a) identify remaining essential project activities,

(b) establish an implementation plan for those activities
to include costs and implementation time frames, and

(¢) rebudget and/or deobligate/reobligate excess
obligations.

Recommendation No. 2

We recommend that the Regional Development
Office/Caribbean-Grenada  issue project  implementation
letter(s) to request the Ministry of Agriculture to:

(a) Submit a detailed final report fully accounting for
all AID-funded fertilizer distributed by the Grenada Cocoa
and Grenada Banana Cooperative Associations. (This report
should identify the total number of bags received and unit
price paid by ecach fertilizer recipient, and should also
describe the actions to be taken by the Regional
Development Office/Caribbecan-Grenada and the Ministry to
ensure that proper restitution is made for incorrect
fertilizer transactions, This  should include, fer
example, the Government of Grenada restoring to the soil
conservation fund the difference between actual fertilizer
cost and the subsidized price the Grenada Farms
Corporation paid the Banana association for project
fertilizer.)

(b) Initiate an investigation of the missing fertilizer
estimated at 4,192 bags worth $74,427, and report its
findings to USAID and, if necessary, to the appropriate
local authorities. (If this investigation does not
recover the missing commodities or their equivalent market
value, then the Ministry along with the two associations
responsible f{or safeguarding the fertilizer should restore
to the soil conservation fund an amount ecqual to what
would have been deposited if the missing fertilizer had

been sold to eligible growers at the established price of
1IS$4.46 per bag.)



(c) Submit a detailed periodic report on the status of
soil conservation activities until the special fund has
been liquidated.

Recommendation No. 3

We recommend that RDO/C-Grenada obtain [rom appropriate
Government of Grenada entities, through project
implementation letters or equivalent documents, a report
summarizing their contributions to AID  projects by
element, as of September 30, 1986 and updates of this
information on a quarterly basis for the remainder of all
AID projects in Grenada containing a Government of Grenada
counterpart support obligation.

-
L]

Recommendation No. 4

We recommend that RDO/C-Grenada obtain Ministry of
Agriculture submissions of expense vouchers promptly, and
the return of advanced funds which exceed 90 days'
requirements.

Recommendation No., 5

We  recommend that, if the Grenada  Agricultural
Revitalization Project assistance completion date is
extended, RDO/C-Grenada obtain, as a condition to
continued funding of the fruit fly program beyond March
31, 1987, a signed Memorandum of Understanding or other
written assurance that USDA's Animal and Plant Health
Inspection Service formally sanctions the trapping program
and that its results would be used to further Grenada's
efforts to export certain fruits and vegetables to the
United States.
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