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TO 	 Mr. John Sanbrailo, Director, USAID/Honduras 

-/ 	 -FROM 	 RIG/AT iag r. 

SUBJECT: 	 Audit Report No. 1-522-87-16, "Audit of US in! onduras' Small 
Farmer Titling Project No. 522-0173" 

This report presents the results of audit of USAID/11onduras' Small Farmer
 
Titling project No. 522-0173.
 

The Office of the Regional Inspector General for Audit/Tegucigalpa
 
performed a program results audit of USAID/Honduras' Small Farmer Titling
 
project. Our audit objectives were to determine whether: (1) desired
 
results had been achieved, (2) project activities were suitably funded,
 
(3) project implementing agencies were managing and utilizing AID
 
resources economically a'nd efficiently, and (4) internal controls were
 
adequate.
 

The audit disclosed that the titling activities had suffered serious 
implementation problems and delays. The funding mechanism for 
delineation and mapping activities had not always met the needs of the 
implementing agency. Vehicles purchased under the project were not being 
used efficiently and internal controls did not provide reasonable 
protection against waste or misuse of resources. 

The audit findings indicate: the project had not attained an acceptable 
level of performance in meeting its objectives; the operation of the 
Fixed Amount Reimbursement system had not always assured funding for 
delineation activities; the National Agrarian Institute (INA) was 
ineffective in collecting money owned for titled lands; and vehicles
 
purchased for the exclusive use of the project were not being used
 
efficiently and some had been diverted to other uses.
 

Our recommendations seek to correct the deficiencies encountered during 
the course of our review. We have recommended that USAID/Honduras: 
obtain from responsible Government of Honduras officials a revised 
implementation plan for the remainder of the project; explore ways to 
ensure that delineation and mapping activities are provided steady 



Funding; obtain evidence that INA has taken steps to improve collection 
efforts and determine the possibility of programming funds generated by 
the project or depositing them in an interest-bearing account; and obtain 

evidence that INA has established and implemented effective procedures to 
ensure that vehicles are properly maintained and used for program 
activi ties. 

The Mlission agreed with recommendations Nos. 1, 3 nd 4 but suggested 

some changes which have been made in the report. Recommendation No. 2 is 

closed upon issuance of the report. Mission comments are summarized in 

the report and the full text is included as Appendix No. 1. 

Please provide written notice within 30 days of any additional 
to implement the
information related to actions planned or taken 

recoHmlenda t ions. 
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l-XFCLYIVE SUMARY 

USAI/londuras' Small Farmer Titling project was to establlish a 

functioning, coordinated system for titling rural lands in Honduras, 
inc, ease the administrative capacity of National Agrarian Institute to 
issoe up to SO titles per day (70,000 titles by the end of the project) 
in six departments of Honduras, and to begin work in a seventh department 
within five years using an interinstitutional approach. The Project. 

Agreement was signed on August 12, 1982 and provided funding of $16.7 
millioa, of which $10 million was an AID loan, $2.5 million a grant, and 
$4.2 million a Government of Honduras counterpart contribution. The 

project was to be completed by August 29, 1987. 

The Office of the RegionaL Inspector General for Audit/Tegucigalpa
 
performed a program results audit of the project. Our audit objectives 
were to determine whether: desired results had been achieved, project 
activities were suitably funded, the project implementing agency was 
managing and utilizing All) resources economically and efficiently, and 
internal controls were adequate.
 

The audit disclosed that the titling activities had suffered serious
 
of the fixed amountimplementation problems and delays. The operation 

and mapping activities had not
reimbursement system for delineation 

always met the needs of the implementing agency. Vehicles purchased
 

under the project were not being used efficiently and internal controls 
did not provide reasonable protection against waste or misuse of these 

resources.
 

Xlthough :1e titling process was behind schedule, the Mission stated that 

an interinstitutional mechanism to provide land titles to small farmers 

had been fully developed and was in operation, producing more titles 
(over 20,000 in four years) than ever before in Honduras and collecting 
valuable information on the rural sector. For instance, during the 
period 1975-81, INA had issued only 246 provisional titles to peasant 
groups and only 17 to individuals. For the first time in the history of 
Honduras, the National Agrarian Institute and Cadastral Executive
 

solid data base of statistics on the
D)irectorate were compiling a 

nation's rural population. All) officials involved in the project were
 

aware of many of the problems detected during audit and had taken
 

corrective actions.
 

The audit Findings indicated: the project had not attained an acceptable 
level of performance in meeting its objectives; the operation of the 

Fixed Amount Reimbursement system had not always responded to the needs 
of the project; the National Agrarian Institute had not been effective in 

collecting money owed for titled lands; vehicles purchased for the 
exclusive use of the project were not being used efficiently and some had 
been diverted to other uses. 
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The project had successfully established a mechanism for adjudicating 
land titles, but the actual number of titles conferred lagged behind tie 
original project goal. The original goal was to issue about 70,000 land 
titles to benefit an equal number of farm families during a five-year 
period. Because it was later found that the goal substantially exceeded 

the number of eligible farms, USAI')/Ilonduras has amended the project 
agreement, reducing the number of titles from 70,000 to 40,000. As of 
.July 31, 1986, only 20,430 titles had been delivered. This shortfall 
occurred because of political problems associated with titling activities 
and ineffective coordination between the implementing agencies. Unless 
long-standing implementation problems are effectively addressed, even the 
revised project objectives may not he reached. We recommended that 
IJSAIl)/llonduras obtain from responsible Honduran officials a revised 
implementation plan for the remainder of the project. The Mission agreed 
and suggested wording changes which have been incorporated in the report. 

The "front end" of the titling project consists of property delineation 
and mapping conducted by Cadastral Executive Directorate field brigades. 

for some time now from itsThe Directorate had been funding the brigades 
own budget because of the time required for it to be reimbursed for 
completed work by the National Agrarian Institute. Fieldwork had been 
halted four times because the 1)irectorate ran out of money to keep its 
brigades working. This not only delayed project benefits but also caused 
trained personnel to leave in search of other employment. We recommended 
that tile Mission, in consultation with the implementing agencies, devise 
procedures to ensure that delineation and mapping activities are provided 

steady funding. The Mission maintained that additions to the revolving 

fund will solve funding prob Lems. The recommenda t ion is closed upon 

issuance of this report. 

The project agreement provided that title recipients were to pay a fair 
purchase price which would help fund continued titling efforts. However, 
poverty, logistic'il problems and an ineffective collection campaign led 
to a 95 percent delinquency rate. Furthermore, the amount that had been 
collected was neither being used for the project nor earning interest. 
Lack of such funds could hamper further titling activities. We 
recommended that ISAIl)/Hlonduras obtain evidence that the National 
Agrarian Tnstitute has taken steps to improve collection efforts and 
determine the possibility of programming funds generated by the project 
or depositing them in an interest-bearing account. The Mission basically 
agreed but suggested exploring tie cost-effectiveness of a more vigorous 
collection policy. 
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The project provided 35 vehicles which were to be maintained by the 

National Agrarian InstitUite and used For project activities. Due to a 

need for repairs or diversion to other uses, about a third of the 

vehicles were not available during the period sampled. The Institute's 
inadequate controls in this area were illustrated by incomplete vehicle 

an effective maintenancemaintenance and use records. The lack of 

program and the diversion of vehicles to unauthorized uses impeded the 

project From using AID-provided resources to meet planned objectives. We
 

recommendel that the Mission obtain evidence that the National Agrarian 
Institute has established and implemented effective procedures to ensure 
that vehicles are pro)erly maintained and used for program activities, 
And the four vehicles assigned to the Bajo Auan Valley have been 

returned to the project. Ile Mission requested return of the vehicles. 
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AIJD IT OF 
SMIAL, FARMI, TI 'I IN{ PROJECT NO. 522-0173 

USAI D/l IONDIJRA 

PART I - IN'TROI)IC'ION 

A. Background 

As is the case in most latin American countries, Honduras' current 
originatel with the social, agricultural and 

structure of landholding 
established during the colonial era. Historically,economic organization 

existed between land ownership and its 
a clear distinction has always 

began in 
use. A modest effort to redistribute farmland in Honduras 

1951. The first land reform law, enacted in 1962, also created the 

Institte (INA) charged with implementing the reform.National Agrarian 
were passed by the

Subsequent to INA's creation, several decrees 

Government of Honduras (C011) to adjudicate new lands. However by 1981 
an internal

the process was virtually stalled because INA had adopted 
to those groups it could provide

operating policy of providing land only 

services to directly. 

by
The most recent Decree, No. 78 of September 1981, described the means 

granted to those lHonduranwhich full title to coffee farms was to t)e 
such lands, be they government-owned,citizens wio possessed and occupied 

had focussed on
communal or private. Prior to 1982 the agrarian reform 

elected administration added impetus
community farms. In 1982 the newly 

individuals to 
to land adjudication efforts by making it possible for 

GOII planned to issue 100,000 titles
obtain titles to their land. The 
during the period 1982-1986. 

Farmer Titling project was to increase food
The goal of the Small 

empi loyment, and incomes in rural tHonduras by extending the
production, was
benefits of private property ownership to small farmers. The purpose 

rural lands in 
to establish a functioning, coordinated system for titling 

Honduras, increase the administrative capacity of INA to issue up to 5O 

(70,000 titles by the end of the project, subsequentlytitles per day 
reduced to 40,000) in six departiments of Honduras, and to begin work in a 

wi thin the next five years. An interinstitutionalseventh department 
approach involving INA and the Cadastral I-xecutive Directorate (DEC, the 

land survey agency) was adopted to accomplish project object ives. 

on August 30, 1982 and provided fundingThe Project Agreement was signed 
million a

of $16.7 million, of which $10 million was an All) loan, $2.5 

$4.2 million a M11counterpart contribution. The project was 
grant, and 
to be completed within five years, by August 29, 1987. As of July 31, 

All) funding) had been
1986 over $4 million (24 percent of planned 

amountedexpended. GO1l counterpart contrilutions as of ,June 30, 1986 to 

almost $3 million. 



B. Audit (Jn)ectives anl ,ncope 

the Regional Inspector General for Audit/TegucigalpaThe Offico of 
performed a program results audit of USAID/llonduras' Small Farmer Titling 

project. The audit covered activities from August 30, 1982 through 

incliding $8.3 million in All) obligations and $4.3September 19, 1%6, 
31, 1986. A rotating fund of $1million in disbu, sements as of July 

IIi I Iion in equi va lent local currency was establ ished f[rom lconomic 
and mappingSupport Funds (I -SF) in October 1985 for de Iinca t ion 

lowever, we did not consider it to be within the $4.3activities. 
million expended because INA had not certified the work nor liiquida ted 

Audit field work was conducted from July 23 tothe advance to All). 
1986 (aud;t work was interrupted for almost three weeks dueSeptember [9, 

to a strike at INA). Our arUdit objectives were to determine whether: 
achieved, (2) project activities were(1) desired results had been 

suitably funded, (3) the project implementing agency (INA) was managing 

and utilizing AID resources economically and efficiently, and (4) 

internal controls were adequate. 

To accomplish these objec tives we reviewed project files at 

ISAII)/l lond iras, INA and DEC; interviewed officials involved in the 

project and confirmed their observations as appropriate; and tested only 
at INA and DEC by trac ing severalinternal accounting controls 

transactions related to implemontation activities. The nature of the 

project, providing titles to Honduran citizers living in rural areas, 
from towns and often lacked accessmeant that beneficiaries lived far 

titleroads. Field visits were therefore limited to 20 randomly selected 

audit was performed in accordance with generallyrecipients. The 

accepted government auditing standards.
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AUDIT OF 
SIMAI, FARltMER TITLING PROJECT NO. 522-0173 

lISA I)/I tONI1RAS 

PART II - RFSiLTS OF AlU)IT 

The audit disclosed that the titling activities had suffered serious 
implementation problems and delays. The operation of the fixed amount 

had not
reimbursement system for delineation and mapping activities 
always met the needs of the implementing agency. Vehicles purchased 
under the project were not beiirg used efficiently and internal controls 
didt rot providec reasonab Ic protection against waste or misu se of these 

resources. 

,\lthough the titling process was 
an interinstitutional mechanism 

behind schedule, 
to provide land 

the Mission stated that 
titles to small farmers 

had been fully developed and was 
ever before in ionduras (over 

in operation, producing more 
20,000 in four years) and 

titles than 
collecting 
during tihe
valuable information on the r iral sector. For instance, 

period 1975-81, INA had i ssued only 246 provisional tit les to peasant 
groups and only 17 to individuals. Moreover, during the 163-year period, 

land titles had been issued in the
1820-1983, no more than 7,000 

co1r1 try. For the first time in the history of Ilonduras, the National 
Agrarian Institute (INA) and Cadastral Executive Directorate (DEC) were 
compiling a solid data base of statistics on the nation's rural 

population. AlI) officials involved in the project were aware of mrany of 
the problems detected during audit and had taken corrective actions.
 

The audit findings indicated: the project had not attained an acceptable 

level 6f performance in meeting its objectives, the operation of the 
Fixed Amount Reimbursement (FAR) system had not always responded to the 
needs of the project, INA had not been effective in collecting money owed 
for titled lands, vehicles purchased for the exclusive use of the project
 

were not being used efficiently and some had been diverted to other uses.
 

Our" recommendations seek to correct tire deficiencies encountered during 
the course of our review. We have recommended that !SAI)/lorduras obtain 

from responsible ) a revised implementation plan for theO) officials 
remainder of tie project; in consultation with the implementing agencies, 
devise a pjroceduCe to ensure that delineation and mapping activities are 
provided steady funding; obtain evidence that INA has taken steps to 
improve collection efforts and determine tie possibility of programming 
funds generated by the project or depositing then in an interest-bearing 
account; anl obtain evidence that INA has established ard implemented 
effective procedures to ensure that vehicles are properly maintained and 
used for Pirog ram activities. 
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A. Findings and Recommendations
 

1. The Project Was Delayed inMeeting its Titling Objectives
 

The project had successfully established a mechanism for adjudicating 
land titles, but the actual number of titles conferred lagged behind the 
original project goal. Ihe orig inal goal was to issue about 70,000 land 
titles to benefit an equal number of farm families during a five-year 
period. Because it was later found that tihe goal substantially exceeded 
the number of eligible farms, IJDt\l )/Honduras has amended the project 
agreement, reducing time number of titles from 70,000 to 40,000. As of 
July 31, 1986 only 20,430 titles had been delivered. This shortfall 
occurred because of political problems associated with titling activities 
and ineffective coordtination between the implementing agencies. Unless 
long-standing implementation problemqs are effectively addressed, even the
 
revised project objectives may not be reached.
 

Recommendation No. I
 

We recommend that JSAI1)/londuras obtain from responsible Government of 
londuras officials a revised implementation plan for the remainder of the 
project.
 

1)isciss ion 

Although a titling mechanism had been developed, INA had fallen short inl 
delivering titles to project beneficiaries. The purpose of the project 
was to establish a functioning mechanism for granting property titles to 
farmers in Honduras. The project sought to do this by demonstrating the 
viability of a combined interinstitutional (INA and DlC) and private 
sector effort focussed on the titling process, conferring a revised total 
of approximately 40,000 titles oH rural families. To accomplish these 
objectives, AID and tihe GOl budgeted $16.7 million ($12.5 million AID and 
$4.2 million COl). 

The MIission stated that an interinstituttonal mechanism for titling small 
farmers had beer, fully developed and was working. 'rie project conitinues 
to compile a solid data base of statistics describing the nation's rural 
population. For example, almost 47,000 farms of varying sizes and types 
had been delineated. The data being collected and computerized will be 
critical for future ,Oil efforts in titling, land market activities, 
taxation plans, identification of citizens, etc.
 

lowever, tle project had not attained its planned level of performiance in 
meeting titling objectives. As of July 31, 1986 the project had
 
formalizcd oiil5 20,430 (')1 percent) land titles of the revised totat of 
,10,000 while four ycars (80 percent) of project life had elapsed. Only 
about $7.3 inil ion (14 percent) of $16.7 ini I lion programimied had been 
expended. A rotating fund of $1 million in equivalent local currency 
resultin from previous Economic Support Fund (%S1F) transfers to !londuras 
was established in October 1985 to finance DEC delineation and mappin g 
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activities. However, it was not considered within the $7.3 million 

expended because, although the full amount was exhnusted as of August 
1986, INA had not certified the work nor liquidated the advance to All). 

ubsequent to our audit field work, the Mission informed us that on 
October 17, 1986 an additional $1 million in equivalent local currency 
was added to the rotating fund for delineation and 11rapping activities. 

The Ni ss ion found that the original goals of the project were 
unrea I is t ic. Since the project was to be irmplemented in cof fec producing 
reg ions, it was thought tiat significant numbers of coffee plroducecs 

in tie first
would receive titles to their land. This was true 
department (Santa Barbara), but then work continued in another 
(Comayargrua) , projec t off ic ia ls found fewer coffee producers than 
expected. Titles could be issued to coffee growers regardless of farm 
size, but for non-coffee growers farm sizes were limited between 5 and 50 

limitst the non-coffeehectares. These reduced number of potential 
producing beneficiaries. Thus, when MIission officers found a 
considerably smat1er proportion of coffee growers in other departments, 
they reduced tihe project objective to ,40,000 titles in the seven 
departments where work was planned.
 

Political consi derations had affected host country support for the
 
project. INA is a U)lf agency that has proven to be quite st.nsitive to 
changing political currents ill Honduras. There had been frequent staff 
turnover and INA management had changed four times in as many years, 
resulting in four different project coordinators. Soiie union leaders 
from the Agrarian reform sector held strong reservations about the
 
project because they feared that titling land Lo individaals rather than 
peasant cooperatives would di lute their political base among rural 
pressure groups. 

Project activities were also hampered by ineffective coordination between 
the National Agrarian Institute (INA) and the Cadastral Executive 
l)irectora te (DEC), and by mul tiple implementation problems and 
bottlenecks. [NA and DEC blamed each other for low quality work and 
insufficient finished product due to poor planning, inadequate training, 
and lack of interest by the personnel involved. For example, a training 
course scheduled for March 1986 had not taken place as of September 1986 
because of delays iq the approval process. Additionally, INA and DEC 
experienced several iimplementation problems and bottlenecks such as:
 

unusual delays in tihe procurement of a cartographic computer, causing 
mapping stoppages for about seven months; careless field personnel, 
resulting in low quality land delineation; and slow processing of 

project-rela ted documen ts. 

Finally, sporadic funding for delineation and !iiapping activities created 
cash flow problems, contributed to "multiple work stoppages, and led to 
the departure of trained techn ical personnel at I)EC. The USA[I) project 
manager , [NA and I)EC had frequently voiced concerns about the 

the s existingeffectiveness of projec t' funding mechanism. Unless 
long-standin~g implementation problems and bottlenecks are effectively 
addressed, even the revised project titling objectives may not be reached.
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Management Comments 

In response to this finding, the Mission provided the following comment 
regarding the figures we used to determine program accomplishments. 

The 20,430 titles through July 31 does not represent four full 
years of work.... We would appreciate your including the Mission 
comparison of 20,430 titles issued against the revised goal of 
40,000 titles or an accomplishment of [51]%, of the goal. 

Since the project is implemented primarily under the fixed 
amount reimbhursemen t system, your comparisons of tile amount of 
funds expenided against the amount )rog ramllned should be 
dropped. We do not accrue expenditures under the land titling 
portion of the project and, consequently, the amount expended 
at any given point in time is not a very valid measurement. 
Considerably more work has been accomp Ii shed than the 
expenditur, figure would lead the report reader to believe. 

OIG Comments 

In our view, the Nission generally agreed with the thrust of our findir 
and recommendation with the exception of certain matters which have bec 
amended in the report. Our analysis of program accomplishments was basc 
on actual reported data and not based on forthcoming revisions or wor 
accomplishments. 
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2. 	 Vhe Funding Mechan ism for lelineation and Mapping Activities Did Not 
Always Meet Project Needs 

Tie "front: end" of the titling project consists of property delineation 
and mapping conducted by I)1W field brigades. 1)0' had been funding tilue 
brigades for some time from its own budget because of the time required 
for it to he reiml)ursed for completed work by INA. Fieldwork had been 
hal te I four times because DEC ran out of money to keep its brigades 
working. This not only delayed project benefits but also caused trained 
per..soill to lenve in search of other employment. 

Recomiimendation No. 2 

We recomm ml that 1JSAID)! londuras, in consultation wi th the National 
Agrarian Institute and the Cadastral Executive Direc tora te, devise 
procedures to ensure that delinieation and mapping activities are provided 
steady fund ing. 

)iscussion 

The major i ty of the large land ti tl ing effort lay wi th the del inea tion of 
properties to be titled. The delineation and mapping component of tile 
project, absorbing $10.7 mitliolp (64 percent) of the total project 
funding of $16.7 million, was to be carried out by )EC under an 
interinstitutional agreement witi INA. D-C's costs for delineation and 
mapping work were to be paid in a fixed amount reimbuirsement (FAR) system 
based oil the number of hectares delineated and mapped at a fix(.,t price 
per hectare. Work in each department was covered by an agreement between 
INA and I)EC which provided for all advance inder tie FAR system. Those 
advances could not be liqui(ated until thn delineated work iassed through 
mapping .and INA's quality control prior to certification to All) for 
re i ibuir semen t 

The operation of the FAR system under this project was not always smooth 
because it took considerable time to liquidate the advances received from 
Al ). By their very nature, delineation ani iappinug activities take a 
long Liline to complete. Therefore, large book balances of tinliqidated 
cash advance s remained outstanding even though the cash itself had been 
complety u(sed months before. As a result, funds to continue work in 
other departments coult not be autLor ized unt. il those advances were 
liquidated. 

D)EC had often complained about rmnui ng outt of molicy to Carry out its 
delineation and miapping activities. To alleviate casih flow problems, a 
revolving fund of $1 million in equivalent local currency generate( by 
Economic Support Fund ( %F) transfers was established in October 1985 for 
I)EC' s use. These funds were deposi ti in a special account at the 
Central Bank of llonduras. I)lW's monthly project .xise s we'e repor Led 
via reimbursement vouchers senit thrulm h INA, the Miinistry of NatuLral 
R.asourcs and the Min istry of Finance. )EC financed tlie expense!; 
incurred for delineation and mapping from its own funds, which were Later 



reimbursed. Subsequent to our audit field work, the Mission informed us 
that on October 17, 1986 an additional $1 million in equivalent local 
currency was added to the rotating fund for delineation and mapping 
activities. 

We found that it took an average of nine weeks to process each of the 
first eight reimbursements requested by )EC. DEC had requested It 
reimbursements from INA for a total of $1,000,011, but Nos. 9, 10, and It 
of July 31, August 6, and August 28, 1986, respectively, (totaling 
$170,109) had not been received by DEC as of October 16, 1986. Three 
sets of documents supporting the expenses incurred by DEC for the project 
were being prepared for the three WI! institutions involved in processing 
the reimbursement, thus resulting in additional costs and cumlber some 
processing of the reimbursement. 

DEC had to suspend delineation and mapping activities six times during 
the life of the project. Four interruptions were due to cash-flow 
problems; two of these occurred after the revolving fund was created. 
According to DEC management, the four suspensions delayed implementation 
for 101 days (4-1/2 months) and cost the program around $112,034 in 
salaries. The two suspensions that occurred after the revolving fund was 
created cost the program $59,899. These costs were not financed by the 
IJ.S. Government due to the operation of the FAR system, which established 
a fixed price per hectare of land delineated for AIl reimbursement. 

The work stoppages prompted l)EC to temporarily Suspend employees who had 
been contracted and trained for the project. When cash-flow resumed, 
some of the employees were no longer available. Consequently, new 
employees had to be hired and trained. In other instances, the employees 
were given advance leave because there was no money for their field trip 
expenses. In mid-August 1986, DEC employees working For the project had 
not been paid their salary for the month of July, and delineation 
brigades were working in the field without travel advances because of a 
lack of funds. This stop-and-start funding situation not only added 
costs to the project, but prevented DEC from gaining momentum to meet 
project objectives. 

Liquidations of local currency revolving funds used were to be processed 
via a FAR system of certifications; in other words, the revolving fund 
couldi not be replenished until INA certified DEC's work to All). As of 
September 12, 1936 I)EC had submitted 189,799 hectares of work delineated 
and mapped in the Department of Copan. This represented about $430,465 
in advances awating INA's quality control and certification. D)elineation 
results and documentation supporting the use of the $1 million in 
revolving funds was at INA and the Ministry of Finance. These expenses 
were already incurred by )EC for del ineation in the department of 
Cortes. ihis, while a revolving fund had been established, it was not 
functioning well because replenishments were delayed. None of the 
reimbursement requests submitted by DEC had been replenished because they 
had not been certified to All) by INA. 
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DEC's monthly expenses for delineation and mapping were about $80,000 and 
it required advances for at least three months, or $240,000. As 

originally conceived, reimbursements were to be requested for 

expenditures and the revolving fund replenished regularly. However, this 

was not possible because it took several months to submit finished 

products to INA. 

Creation of the revolving fund had obviously not completely solved DEC's 
the fundliquidity problems. In the ten months after revolving was 

established, the $1 million was exhausted and none of the work done by 

DEC had been certified and liquiidated by INA. 

At the conclusion of our field work, DEC was developing a different 
financial mechanism for future work in the Department of Yoro which we 

considered a spontaneous and creative approach to the problem. This 

financial mechanism, which had not yet been presented to INA, would 
recover the expenses incurred by DEC at a higher rate during early months 
(delineation), and at a lower rate during the last months (mapping) in a 

particular geographic area. Reimbursement on such a basis could ensure a 

steady flow of funds to DEC. The delineation phase is when most of the 
areemployees are needed and when more expenses incurred. 

Management Comments 

In response to our finding, the Mission made the following comments: 

We fully concur with the first part of the recommendation to 

explore ways to ensure that delineation brigades and mapping 
activities arc provided steady funding. The first step in 

a PIl toaccomplishing this has been taken with the issuance of 
2 4increase time F.SIF rota ting fund from million lempira to 

miftion lempira [$t = 1,21....The DEC internal document attached 
to the RAF is just one of a number of potential solutions .... 

report, the Mission indicatedLater, in responding to our draft audit 
that the different financial mechanism developed by I)EC and presented in 
the discussion section of the finding 

is now a moot point since all parties have agreed on new 
operating procedures and increased funding for the rotating 
fund. The Executive D)irector of DEC, as well as INA, MOE and 
USAID, are all completely satisfied that a steady source of 
funding has been obtained for the project. 

The Mission went on to say that: 

The rotating fund was initially established at the level of $1 
million in equivalent local currency,...the rotating fund has 

now been increased by another $1 million in equivalent local 
currency and, in the opinion of INA, DEC, MOl [Mlinistry of 
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Finance], and USAI1) is sufficient with the periodic 
reimbursements from project funds to ensure a steady funding 
source for the project .... Implementation Letter No. 27 dated 
November 24, 1986 which, among other things, provides for up to 
a three month advance from the rotating fund for DEC's 
anticipated needs for the mapping work completed and work in 
progress. Although )EC did not sign the PL, they were in 
complete accord that their financing problemD has been resolved. 

OIG Comments 

After receiving the Mission Comments on our draft audit report, we 
contacted the Executive Director of I)EC on .Januaiy 8, 1987. lie stated 
that DEC remained interested in recovering expenses incurred at a higher 
rate during the delineation work and at a lower rate during the process
of mapping. In fact, DEC had submitted to INA a formal proposal along
these lines for future work in the Department of Yoro. lie also stated 
that tie additional $1 million in equivalent local currencies would only
be sufficient to complete work in process in the Departments of Copan and 
Cortes.
 

Subsequent contacts with the Mission revealed that it was ISAID/lionduras' 
position that whatever reimbursement system DEC wishes to use, the new 
revolving fund total should be sufficient to accomodate its operation. 
Given this assurance by the 'Mission, we are closing recommendation No. 2 
upon issuance of this report. 
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3. 	Little Agrarian Debt Was Being Collected
 

The project agreement provided that title recipients were to pay a fair 

purchase price which would help fund continued titling efforts. llowever, 

poverty, logistical proulems and an ineffective collection campaign led 

to a 95 peIcent detinquency rate. Furthermore, the amount that had been 
the 	 project nor earning interest. Acollected ,4as neither being used for 

lack of such income could ha:opur further titling activities. 

Recommendation No. 3 

the NationalWe recomm, nd that ISAID/llonduras obtain evidence that 

Agrarian Iistitute has: 

a) 	 taken sLeps to improve collection efforts; 

use of funds generated by the project orb) 	 determined the future 
d.Qposited them in an interest-bearing account. 

Discuss ion 

AccorI:ng to the project agreement, beneficiaries were to pay (in full or 

in installments) the purchase price of the land for which title was being 
under the terms and conditions specifiedgranted as negotiated with INA 

in the A.rarian Reform Law and Decree No. 78 of 198L. The funds were to 

to continue financing further project activities in otherbe 	 u,,cdA 
depar tmen ts. 

We foi rrh that INA's efforts to collect the agrarian debt had been 
norineff ictive and the funds collected were neither being used 

collected $1,065,362 (in arrears morecollecting interest. INA had not 
than three months) of the $1,121,642 that had become due, resulting in a 

delinqlc'icy rate of 95 percent. Further, our field visits to 20 

random in the Departments of Santa Barbara andbeneficiaries selected at 
of their agrarian debtComnayagua showed that only $155.87 (8.7 percent) 

a total ofof $1,785.55 had been paid to INA. In fact, INA had collected 

only $240,511 from project beneficiaries as of August 22, 1986. These 

funds had been deposited in a non-interest bearing bank account at the 
had agreed toNational Agricultural )evelopment Bank. Although INA 

devote all funds generated from the sale of national lands being titled 

under the project to the continuation of project activities, we found 

these funds were lying idle. 

The high delinquency rate of the agrarian debt was caused by poverty, 
logistical difficulties and INA's ineffective collection efforts. The 

by a coffeetitle recipients' poor economic condition had been worsened 
in Santa Barbara, making payments very difficult. Most title])light 

far the 	 wererecipients lived in very remote areas, from banks where they 

to make payments. Finally, INA was not promoting debt payment. In one 

case we found a title beneficiary who was willing to pay his debt in 

full, but his spouse had suggested not paying since INA was not pressing 

the 	 matter. In other cases beneficiaries felt they w)uld be paying for 

land they already owned or had effectively possessed for years, although 
the 	 vast majority of interviewed beneficiaries recognized the benefit of 
legal title.
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Non-collection of the agrarian debt could jeopardize continuing project
activities in other departments especially after AiD funding ceases. In 
addition, had the funds lying idle at the Bank been placed in an interest 
bearing account at seven percent, an additional $21,618 would have been 
generated for project activities. 

Management Comments 

The Mission agreed with our finding but suggested redirecting the 
of our recommendation towards determining the cost-effectiveness 

thrust 
of a 

more aggressive collection policy. 

OIG Comments 

We believe out recommendation properly addresses the cause of the 
condition discussed in our finding. In addition, we view the issue of 
agrarian debt pay,,e:,t as an important matter of principle and fundamental 
to the viability of this activity in the future. Thus, we have 
maintained our recommendation as originally drafted. 
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4. 	 Vehicle Use and Maintenance Practices Sidelined Project Resources 

The project provided 35 vehicles which were to be maintained by INA and 
used for project activities. Due to a need for repairs or diversion to 
other uses, about a third of the vehicles were not available during the 
period sampled. INA's inadequate controls in this area were itlustrated 
by incomplete vehicle maintenance and use records. The lack of an 
effective maintenance program and the diversion of vehicles to 
unauthorized uses impeded the project from using AID-provided resources 
to meet planned objectives. 

Recommendation No. 4 

We recommend that rlSAID/IHonduras obtain evidence that the National 
Agrarian Institute has: 

a) 	established and implemented effective procedures to ensure that 
vehicles are properly maintained and used for program activities; and 

b) 	 returned to project use four vehicles assigned to the Bajo Aguan 
Va l1 ey. 

Discuss ion 

The project agreement provided $426,825 to procure 35 vehicles. These 
vehicles were to be properly maintained and were to be used in 
project-related activities only. 

The audit Found that many of the vehicles were not available for project 
use because they required repairs or had been diverted to unauthorized 
uses. We also found that only incomplete maintenance and utilization 
records 'were available for inspection, suggesting that such records had 
not been adequately maintained. 

Repairs - A visit to INA's repair shop in Tegucigalpa found that 12 of 
the AMNlC Jeeps procured for the project had been out of serviceCJ8 
awaiting repairs for periods ranging from one week to three months (one 
of the vehicles had been damaged in an accident). We were told by INA 
officials that the reason the vehicles had not been repaired was owing to 
a lack of spare parts. 

Diversion - Some vehicles were unavailable for field use because they 
were loaned out to other projects in the Aguan Valley, stood idle in the 
INA motor pool or were being used for personal business. Four vehicles 
were ass igned to the Bajo Aguan Valley for activities not related to the 
Small Farmer Titling Project. Furthermore, a two-month sample of the 
vehicle control log indicated that about eleven vehicles were idle on any 
one day and that vehicles were occasionally being used for personal 
business. Since entries were incomplete, unauthorized vehicle use may 
actually have been higher. INA neitmer ensured proper use of the 
vehicles nor properly monitored actual use and maintenance. 
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The lack of an effective maintenance program and the diversion of 

vehicles to other uses were preventing the project from using 

AIl)-provided resources to meet planned objectives. While these vehicles 

remained idle or were being used for non-project activities, DIE C 

management colnptained that it lacked vehicles to prov ide adequate field 

transportation to delineation brigades. 

Manap eme t Commen t s 

In re ponse to this finding the Mission stated that they had requested 
return of thu vehicles assigned to the Aguan Valley. 

016 (Comments 

Based on the Mission's comments, part b) of recommendation No. 4 is 
closed upon issuance of this report. 
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B. Compliance and Internal Controls 

I . ( ompl i ance 

There were two compliance exceptions:
 

- Funds generated by the project were neither used to continue financing 
similar project activities nor earning interest. 

- Vehicles puIClaseI1I tOhe exclusive use of the project were not beoing 
properly maintaine d. 

Other than the conditions cited, tested items were in coupliance with 
appiicable laws and regulations, and nothing came to our attention that 
would indicate that untested items were not in compliance with applicable 
laws and regulations. 

2. 	Internal Controls
 

We 	noted two internal control exceptions:
 

-	 The implementiig agency did not provide adequate controls over the use 
and maintenance of vehicles. The vehicles purchased for the exclusive 
use of the project were not being used efficiently or had been 
dliverted to other uses. 

- INA lacked effective collection procedures for lands sold to project 
bnetniciaries, resulting in a 95 percent delinquency rate and over $1 
million in arrears for 90 days. 
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C. Other Pcrtinent Matters 

Voltage Regulator - During the course of our audit we found that a 
voltage regulator procured to protect the Cadastral Executive 
Directorate's (DEC) computer against power surges had not functioned 
since April 30, 1986 leaving the computer with limited protection. The 
Mission agreed that the voltage regulator needed to be repaired. They 
stated that tihe Cadastral Ex ecutive Directorate (DIEC) had contacted the 
manufacturer, Topaz Corporation, which had determired that the voltage 
regulator was sti I I under warranty. The Central America representative 
of "op'1z in (;Utemala sent a technician who analyzed the problem and 
secured the necessary parts for repair of the equipment. The parts have 
been installed ili the voltage reguilator ani the equipment is reported to 
be working well. 

Copiers - Two copy i ng mach i ies had been transferred From INA' s 
implementation uni t (Land [itling Office - 1"I') to its )ivision of 
(Ineral Services. These machines were procured with counterpart funds 
and were to be used for the project. The machines were transferred 
because the Director made a deci s ion to central ize cer La in INA 
operations. According to the project agreement, INA had agreed to 
provide all other resources reqtuired to carry out the project in a timely 
and effective maler. Since the copying machines were centrally located, 
the AIIIproject implementiigi office had been st ibject to a series of 
clearance proclures imposod by the heahprrarters office. ,\s a result, 
there had been delays in tire retrieval of information necessary to 
effectively and efficiently impleIment the project. 

In response to our ining, tire IISAll)/thoduras Mission IDirector sent a 
letter to [NA' s Executive I)irector requlililr,.g the return of the two 
copyiigi, machines to Phr. In reply to tils letter, the Executive )irector 
assuredI the Mission that the machines will be used only for project 
purposes and that ;tdequ ate service for making copies will be available to 
Ar"r. The Miission and RI G concutrred tIhat, since the equipment was bought 
with o ernnt of Ilomdiras ftnds, and since centralization may result in 
lower ove,_rall costs to INN, the centralized process, should be given a 
Fair trial. [he .1i ssion has inst ructed the project manager to monitor 
how the procedure is opera ting and will raise the issue if ailpuate 
service is not rendered to the I'a. 

0onmlie rc iaI Cred i I - 'Hie projecI aimed to make cmonerc i I c red i t nore 
available to small farmers by conferring lortgageal)le legal land titles. 
But titles alone proved to be insuifficient collateral in the eyes of 
cOmminerc:iai lende,rs aild a compliieren tary credit projec t was not available 
to lail)' benef iciaris, Beneficiaries needed to have farm imllprovemenlts or 

,
oth(-r ,;s ;tsiich as cattle ofr crops to b)e eligible for c re lit.. Thie 
National Agr icul tiral Development Bank I)ranch in Santa Barbara coiif ir med 
this policy. Nor was fllt ic ient credlit available through another AID 
funde I p)(ojW , Small Farmer Coffee Iimprovneint, wlicirh was to complemieit 
tihe ,ha i [ arlmler Titling Project. We believe tiat the lack of credit 
lecessiiry to work the fari; may jeopardize die project goal of increasintig 
food prodic tion aid farmer i icome. 
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In response to the credit issue, the Mission stated that they are 
presently undertaking a definitive study of credit mechanisms and 
constraints in the Ilonduran economy. For these and other reasons, the 
Mission is not at the moment considering a credit component for this 
project. 
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I API'INI) IX 

(Page I of 1) 

MEHORANUI)M 

DleI nl,,'r I , 1980 

'.0 Coinage Gothard, RI; 

F"HO Mhll :anb')ra iIn'-Mi ,;ion i recl or 

:;tIsi.JECT R-:;pojiis;I t lhe Drl't. Aui I(Report , Smal l Farmer Ti t in Ig roject 
No. ')?? 01/3 

;A Ilit( h'd is ltiiMission ' . response to t ho subject draft re-port.. Ill general, 

W1, at', I o I hlat. portI (isl comments made oI I lhe Ri-cords of*p1id,;ed see oour 

Audit Findinr,,; turni{shed to u; earli r iii the audit process have beor 

i:orlorat ed in the draft audit report. 

Wi. hiveo (,int iiuoi(J our e'l'octs to implI niut the re,rliaiiing opoln ri.Cfloflf endatiotis 

t.o the Execuit ivet altlachd lItor from the Acti ng, )irector dated 11/12/86 

tiirp',,Itor of INA) ind b li eve that. act ionI taker on recoruneurldation numb.er .wo 

i!; utfi (:i ent t o have. the retoOlfluenlei l.ion c losed upon pub] icat ion of the final 

rep[ ort . We ,nt i: ipate that- ti, rem.aining recoummindat ionrs will he clo;od 

wi t il thl, [f.xt seve-ral moltif h.;. 

W1. have ;bldit inral commmt S and observat, iotis on I he dralft roport. which we 

h,'l iev will tive more balante to an essentially sound report.. Once again, 
towPe w(i1l( like to state our appreciation for your making staff available 

,tulit thi!; import ant and polit. ical y sensitive project.. 

At tdchm-rit a/s 

r 'k 

.----.... 

S R IG ; O ft-, +x
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I APPIENI)IX
(Pag),e .2 of 4)
 

KR ;I'ON. ,: .TOFINI)IN(,G/RECOMM NIDATII)NS OF TilE RIG SMALI. lAUMN 'rIrLIN(; IDIT 
I'l)l CT by? (1/'1 

it, our vi w, btIter ba lanire would be achieved in the Executive Summary and he 
Results of Audit if he report presented the 
positive findings and coir lusiou!;
first. We suggest that you give consideration to moving paragraph six which 
rods "The. project had successfully established . . . " to paragraph three 
and movin g the current paragraph 3 to paragraph S . Similar changes could he 
m,d in the Results of Audit section to improve the reporting balance.
 

Th,, :,,ntitecs in the third paragraph of the Executive Summary on page i and in
 
the I irst paragraph of the Results of Audit on page 5 which read "The funding

mechanism for delineution and mapping iitivities was 
unsuitable.", are
 
mt erially diffferenit than the corclusion reached 
in the finding that "The
 
operat ion of the Fixed Amount Reimbursement sys tem l)r)ved unsuitable for thi:;
project because it look considerable time to liquidate the advances received
 
from All)." the
The way the two sentences are now structured indicates to 

reader that as
the FAR system itself, opposed to the operation of the initial

FAR mechanism (i.e. hefore the ::;t abl ishment 
 of the EF Funded revolving

fund), is unsuitable for this project. 
 We disagree with this inference and
 
bvlivp t
Ihat the FAR system tends to promote economies in getting the job
dn,i . AI) Handbook 3 re: ognrnizes the benefits from the FAR m-ethod and urges
Fieold Miss ions to apply the method as otten as possible. We believe the
 
re[,ort al so should rpcoginize the ad vantages 
 of the FAR method and our efforts
 
(expl ,ined more fully below) to 
insure that the system works in providing

adequate funding to the implementing agencies at. the least 
cost to the I.

Government. Moreover, we think the sentences on page i and page 5 should be
 
alppropriately modiiied.
 

The third sentence in paragraph "Iof the Executive Summary (and the equivalent 
sentences on pages ii, 5, 6 and 26) which reads "Equipment and vehicles
 
purchased under the project 
were not being used effirieintly and internal 
(ontr ]s did not provide reasonable protection against waste or misuse of 
r.ources." requires correction. The only equipment mentioned in !he report

where ,fficiency of use was questioned consists of 
the two copying machines 
purchased with Government of Honduras funds and which were centralized to 
achieve economies in operations. RIG has concurred that !he centralization 
process shuuld be given a fair trial. We request that the word "equi pnnt" he
droppe d from the sentence and that the word "these" be inserted before the
 
word "r:sourres" to clearly indicate that 
the report is only talkinr, about the 
vehicl]es.
 

nn page ii of the Execut. ive Sum ary, we suggest that you change the word

.some" in he last sentence of the first paragraph to renl "most". The lo.ist 
sntenc e in the first paragraph would then read ". . . .were aware of most (if
the problems detected duing audit and had taken correct ive action." We 
believe that this is a imore accurate :iatement since th project officer was
 
i.senlinaIly aware 
of all of the probilems mentioned in the draft report with 

the sole exception of INA's transfer of four PTT vehic les to the Ihajo Aguani.
The first Iull sentence on page 6 should he changed in the same manner. 



Ail'l,;l) IX I 
(lag. '3of .4) 

On pag'e iv of the Ixecut.tive Summary (and Lhe equivalot: sentence on page 2%), 
we suggesL that. you change the Iast sfentece on the page to re(l 'The Missi(on1 

has reques ted ret urn or the vehicles." As indicated in the atlarheud letter 

from the Acting D)irector to INA, we have instructed INA that !ho four vehicles 

in qii:;! ion havO to hp rpturned to PIT. 

In the Uir'., paragraph on page 'I(also in the equivalent senttnres on page:; 9, 
1l0 and 15) we be I i evt h terep rt shontld ioteiitthItto ) ( io'to r I&/ 19HIt ilt 
addit ion;il $1 million in equivalent Kcal currency wa:; added to the rotati ng 

fund for delineation and mappinrig acvt i iti ;. On pa,e q in the first 

paragraph, you should remove IICAFE as part of the iutterin.st itutional of forl. 

Only INA and )EC are part of the iiterinstitutional basp that dea ls with the 

project's t it ling proce.ss. The last s;nt nce on page 10 which r'ad; "'leasanit 

Ileaders. .... " wold be more accurat e if restated t) read "S'ome, but not 

all, union leaders from the et tor Reformado held :;trung 

On page 15, we suggest that you i osert the word "or g iia I'" before the word 

"FAR" in the first ,ntence of the second paragraph. The sentence would then 

read, "The operation of the original FAR system . .. .". Initially, the 

Mission used advance:; of All) pro ject funds (an accept able varriation of the FAR 

.ystem) to defray FAR expenss ;since Iloinduras did not have surffin'it 

resources to provide the required workirg chpitliI to INA/IDEC. Once the EKF 

cash transfer program started geiieratin, local cnrrperies which the Mission 

cou Id jo int Iy program wi th the ;overnment of loniduras to prov i de' c tntlerpart 

support. Lo our project, port. folio, sound cash maapmeut principles (ircatoil 

thn! we e'stabli sh rotat ing funds where possible arid limit the dollar cash 

at(Ivan were tu on- rt' ef lite''r, that ho in ig1.iod in s pl ort proji ct s, lit th ase 

Land Tlit iig Project, t,he move to host, country f'irrii:ilig of the dil I neat ion 

effort. presented us with a golden )pporturitntyto reduce the overal ] ost. to 
the I.S. Government and to red"e the old out standinrig advance balanres unldr 

this projeoct . 

The rotating funmd was initially est;Ioblishtd at lhe level of $1 million il 

equ ivalIriut localI cirre'y , however, it. was recogni /z., at. t hie t ime of' 

establishmenit that thie rotat ing funidl woulnd have to be inurr;asid to fully cover 

tir project needs. Although nli'gotiating the inlcrta:; with the ;OIl led to snme 

delay, the rotiit irig furind has now been increased by iltother $1 millin ill 

eq'riv ] Iit local cu rericy aud , inl iie opi niron of I NA, D)EC, MO'l,' -tad IJ;A ID is 

suf I ic i orL wit h Il per iod ic re itrahursenitit s front projr ct ftinds It nilsure a 

steady fund ing source, for the project. Even is iniig Ihp fii lgur'';inryoulr report 

of .$240,00 (a requirid by DEC and dociirrotlillit ion :itllport inrigthe uise f'a jurrt or 

the initial $1 miliI i on in the rotatirig fIurd in INA and HOFI1,or (ar quick ly 

see that in ex';ss of a year in funding i; a/a ilable in (ash aid ilnottier year 

of ftrridinrig is awaitirig cvrtif ita ion. We are attachIingr i ('atpy of
 

JImplement ition I~et t opr no. ?/ dat p(dNovemrber 24, 198h which, among othrer 

thinrigs, provides for ip to ii tlree month adlvact'e frum the rtl ilt ,igfund for 

DEC's atnticipated needs for the mippingr work compi.!ld aritd work iniprogrs s. 

Although DEC did rot sign ttlp PI1L., they were inrcolriplet l arccori thal their 

f i rantc i ig prob Iem Ira; been rysol ved. 

14 ini1stry of Finance. 
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APPI;N) I 

The last sentence in paragraph two on page 11 is mi sleading. The sentence 
indicates that large amounts of cash advances remained outstanding. We 
be] ieve that it is more appropriate to state that large balances of 
unli iquildated advances remained out standing even though the cash had been 
completely used months before. 

On page 16, we are uncertain as to how the cost to the program of $112,034 is
 
computed by DEC and be] ieve that. RIG should independently verify that sutich
 
costs are reasonable and can properly be attributed to the program or the
 

i gurs should be dropped from the report. In any event, we believe that. RIG
 
should 
make it perfectly clear that these costs, even if reasonable and
 
allocable, are in no way financed by the U. S . Government due to 
 the operation
of the FAR system. tinder FAR, the price per hectare of land delineated is 
fixed, and the incentive is for the Hot Country to do the job within the cost
estimates. Moreover, as we pointed out: earlier, we believe that the FAR 
system has lessened the costs to both the U. S. Government and the Government 
of Hiunluras. 

On page 11, we believe that the penult imate sentence in the last paragraph 
should be amended. A more accurate sentence would be "The revolving fund as 
initially capitalized did not fully sclve DEC's liquidity problems." To state 
that the revolving fund had not contributed to this solution is simply 
incorrec t. 

We be lieve that the second paragraph on page 18 which extols an interna] iEC 
plan that would have creat,,ed a different financial mechanism is now a moot
point since ail parties have agreed on new operatin g procedures and increased 
funding for the rotating fund. The Executive Director of DEC, as well as INA,
MOF, and USAII), are completely satisfied that a steady source of funding has 
been obtained for the project. 
 We request that you delete this paragraph and 
Part 11I . Appendices from the report. 

Based on our analysis using your figures, we 
further request that you drop the
 
last sentence on page 19. 
 We do not believe that such a conclusion can be
 
drawn from any reasonable analytical approach to our solution to the cash flow 
probl ea. 

We believe that the action taken on Recommendation No. 2 is sufficient to have 
the recommendation closied upon publication of the final report arid hereby 
requtest that. you do so.
 



2 APPENDIX 

List of Recommendations 

Recommendation No. 1 

We recommend lha t IJSAI)/llonduras 
Government of Honduras officials a 
for the remainder of the project. 

obtain from respons i b le 
revised implementation plan 

4 

Recommendation No. 2 7 

We recommend that USAD/ttonduras, in consultation with the
National Agrarian Institute and the Cadastral Executive 
D1irectorate, explore ways to ensure that delineation and 
mapping activities are provided steady funding. 

Recommendation No. 3 

We recommend that ISAID/Hlonduras 

National Agrarian Institute has: 

obtain evidence that the 

11 

a) 

b) 

taken steps to improve collection efforts; 

detdrmined the future use of funds generated by 
or deposited them in an interest-bearing account. 

the project 

Recommendation No. 4 

We recommend that USAID/[onduras obtain evidence that the 
National Agrarian Institute has: 

a) established and implemented effective procedures to ensure 
that vehicles are properly maintained and used for program
activities; and 
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b) transferred back to the 
the Bajo Aguan Valley. 

project four vehicles assigned to 
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REPORT DIS'IRBUTION 

Director, USAI)/flonduras 
AA/L\C 
LAC/CAR/FI 
LAC/DR 
IAC/DP 
IAC/ PS 
LAC/MNT 
LAG/GC 
LAC/RLAs 
AA/M 
GC 

LEG 

M/IM/ASD 
PPC/CD I F" 
AA/XA 

XA/Mn 
IG 

AIG/A 
IG/PR) 

IG/PSA 
IG/IC 
IG/[INS/C&IR 
IG/[I 
RIG/II/T 
Other RIG/As 

No. oE Copies
 

s 
2 
I 
1 
I
 
I
 
1 
1 
I 
2 
1 
1 
I 
1 
2 
1 
1
 
1 
2 
1 
1 
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