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SUBJECT 	 Audit of AID/Blelize's Compliance with AID's Revised Payment
 
Verification Guidelines, Report No. 1-505-87-27
 

This report presents the results of audit of your office's complilance

with AID's Revised Payment Verification Guidelines, The Office of the
 
Regional Inspector General for Audit/Tegucigalpa made a limited financial
 
and compliance audit at AID/Belize. The specific auditobjectives were
 
to determine whether your office had submitted timely general assessments
 
and updates required by the payment verification guidance, test the
 
accuracy of these self-assessments and determine reasons for any
 
Inaccurancies, analyze areas where responsible A entities were not In
 
compliance and determine the effects, assess whether justifications for
 
noncompliance were reasonable at the time they were made, and determine
 
whether subsequent actions had been taken to conform to AID payment
 
verification policies,
 

During its short period of existence, AID/Belze: had realiziJ only
limited success in implementing AID's Revised Payment Verification 
Guidelines. However, some of the Policy Statements,. for examle 
Statement No. 15 on Commodity Import Progr ms- (CIP)', were not 
applicable. Others, such as Statement No. 13 on host country contracts, 
were not actionable because the Government of elize:. 7ad yet to 
,demonstrate that it had developed minimally adequate accounting and 
management expertise. One of three AID/Bello: general assessments was 
not furnished to AID/Washington within the required time. The 
assessments were generally complete but were not supported by evidence of 
tests of random samples, and AID/Bolize was not in coripliance with the 
Policy Statements in four instances. AID/Beliz: did not justify the use 
of a bank Ifitter of commitment during 1985. Subsequent AID/Delizo:.
actions to coply with the Policy Statements included the use of random 
sampling techniques to suppor t future assessments, and the dissemination 
of Policy Statement reminders to responsible project management. 
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Adinstrator, mhsson: Implemenio of IDprgras ndfoistencyw e F lManagers inanc t 

:: ~ini Blelize (AID/Belize) fi AIDoices 	 ~foriiwas .oneo: the ,CS)responsible ;!:'.ii:
 
, : limlemen ting : the : Revised Paymnti Verificatio bn)!Guideline's. :!i~!As.o
 
- September° 30, 198:Ig6 AThI/Belize's program potfli.....edof2
 

: projects totaling $522 2mill ion in oligations.
 

The Office of the Regional iInspector General' for:Audit/Tegucigalpa manude a: 

limited financial land copliance audit at AD/ei ze. IThe spcfcui 
objectives ,were todtriewehrresponsible AI fie.a 
submitted: tilmely general assessments, and updates required by: the: payment

veiiato uidance, test t crcf thes self-assessmntsl and 
determine rec-sons for: any inaccuracies,: analyze areas wh~ere responsible ):,

officwee ot In complilanceiwi th, AID pol iciesi and determinei the: effect i: 
oftenocmliance, assess whether the jutfctons ifornncomlianceiiii ; 

were reasonabe atithei'tme they wr mdan eeriewhte 
subsequent actions--had ben ak n by repnibeofces to ::conform Lto ,'! 
AID payment verification pois. 

AID/Belize had_ realized :limitedl success. in Implementing A^ID's i Revisedi: :;:,::ii 
Payment Verification Guidelines,. :One ofi thre general :assessment wasl ~iiiii 

Thenot ,furnished to AID/Washington within th rqure t ime. 
assessmenrts were generally comlt btwre not suported by! evidence of: 

:randomly: seletdtsso transactions an !AID/Belize wasl not: Ini. 
:compliance with the Policy Statements in tour. instances." IAID/Belize rdid: ' 

not justify the .use: of: a bank letter of ;comilmen duin 18S 
• 	 Subsequent: AID/Belize actions ;to comply. with ::the ::Pol icy :Statpumnts : : 

4""'%: 

aesetncluded the• usehof random :sampling techniques tol support' later;,ii
 
assssmntsand th dissemination of: Policy Statemet romindors ito:
 

,o: responsible project mnagement.

In March 	 first filled -AIIBolIz.1985 	 Controler's5its ,position. From 

-:: 	 that tim, AtD/llel 's success : in implementing the Policy Statemntshad :L
 
I Nonetheless, audit Ildentified conditions!r requiring
Imroved. the: 

AIAT Aelize's Immediate attention and correction. AID/Belize committed50 $20r 00-O5in funding wtthout provalidatiOn by rosibleission 

! ~Cntrollers or by iAID/Washington, and another :$20,000 in funding :neededi 
, b e de ob l iga tod ;~~to voucher examination and approval produres needed: r
 

: ~Improvemet and: were not supported by eviden-e: of random samples; and~i: '::
 
~ project officers' checklists were not proper l y used.: heso conditions::
 

h~indered rAID/Belize's efforts !to effe~ctively: implement the Revised:i: 
Cosent it ontrathe Agency 	 Developnes I D)
fo 	 ional 
 - -: 



On two occasions AID/Belize did not coly with AID' fund co~ntrol 
procedures. First, AID/Belize had not deobi gated $20,000 in fundi tor 
Project No. 505-0010, a participatin agency service agreement with the 
local Peace Corps office. AID/Beliz had not' recognized that those 
monies were lying Idle during quarterly portfolio reviews. Secondly, 
AID/ilelize committed another $20,0001n funding for Project No. 598-0625, 
another agreement with the local Peace Corps office, without 
preval1Ida tion__by___ Mss ion --Con troller-- personnel,or __byAIDA~ash lug ton.___-
AID/Belize thought that' an AID/Washington authorization for -one"'project
with the Peace Corps was equally applicable to another project with the 
same organization. The responsible project officer 'who committed $20,000
 
In funding without authorization may be subject to administrative
 
discipline, and may be personally liable for repayment of these monies. 
We have recommended that the Controllers at AID/Belize, UtAID/Honduras 
and AID/Washington coordinate a review of the administrative violation, 
and that AID/Belize deobligate $20 000 in funding. 

Voucher examination and approval procedures needed Improvement. The 
voucher examiner advised us that In addition to other factors, she had 
not received clear instructions. Actually, requirements had been 
established In the Controller's Guidebook as well as in the voucher 
examiner's personal services contract but a high rate of turnover In the 
position hindered the effective Implementation of the provisions. 
Because these requirements were not effectively implemonteJ, vendors 
received payment from AID/Belize on the basis of insufficient support and 
advances remained outstanding far beyond prescribed time limits. Due to 
the latter, the U.S. Treasury has lost over $14,000 annually In Interest.. 
costs. We recommended that AID/Belize achieve stability In the voucher 
examiner's position, and improve its oversight of voucher submissions and 
control of advances. 

AID's Administrator Issued Payment Verification Policy No. 8 requiring 
Mission Controllers to provide annual assessments of Missions' voucher 
approval and examination procedures. Thq reviews were to Invqlve a 
random sample of vouchers large enouih to provide reasonable assurance 
that procedures In place were adequately reresented by Io ,assessmont. 
The AID/Belize Controller's assessments of the vouchar approval and 
examination procedures were not supported by evidence of random samples 
of vouchers because: 1) the USAID/Hlonduras Controller was responsible
for AID/Beliz. accounting matters during reporting years 1983 and 1984 
and assigned low priority to the assessments; and 2) the AID/Bolizo 
project portfolio was considered by the AID/Belze Controller to be so 
small that he did not select and test a random sample during reporting 
year 198S. Consequently, AID/Bells. was not in complince, and evidence 
of random samples supporting the Integrity of the 2.2 million In 
obligations was absent. We recommended that random sampling of vouchers 
be Initiated In support of annual assessments. 

The AIl) Administrator's Policy Statement N~o. 7 required project officers 
to provido to Controllers a statement doscrbing the basis upon which
administrative opproval of vouichers was Iven. While checklists wore 
generally appended to vouchers processed y t AID/Belize Controller, 
th checklists we not appropriately m d because: some were not 
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filled i; and thus did not provide the basis for administrative approval, 
and there was no support, such as a trip report, to substantiate the 
basis of approval. Consequently, AID/Belize was not in compliance. We 
recommended that the use of project officers' checklists be fully 
inderstood and supported. 
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AUDIT 

OAYID/BL~ IZE' MKAN WITHi 

AID'S REVISED PAYMT VEIFICATION-

GUIDlELINES 

PARtT I -INTRODUCTION 

- "---4----,-----


A. Background
 

Consistent w th the Agency for International Development (AID) 
Administrator's emphasis on ImplementatIon of AID programsand for 
consistency with the Federal Managers Financial Integrity Act and Office 
of Management and Budget (OMB) Circular A-123 on internal control, the 
AID Administrator approved 16 policy statements on financial and 
administrative management, intended to complement efforts In Improving 
AID's system of internal controls. On December 30, 1983 AID's Assistant 
to the Administrator for Management (AAA4) published these statements for 
Implementation by responsible AID offices effective January 1, 1984. 
Accordingly, applicable AID Handbook and policy guidelines were to be 
revised within calendar year 1984. el 

The Off ice of the All) Representative InBelize (AID/Belize) was one of 
the AI) offices responsible for Implementing the Revised Paymnt
 
Verification Guidelines. AID/Belize was administered by six direct-hire
 
employees, augmented by 16 personal services contractors and a small
 

86
staff of foreign service nationals. As of September l-30, 19

-AID/Belizes program portfolio consisted of 24 projects totaling $S2.2 


million in obligations. The AID/Belize Controller's-Office functioned as
 
a secondary accumting station; the primary accounting station was
 
11SAl f/H1onduras. 

B. Audit Objectives and Scope 

The Office of the Regional Inspector G"eneral for Audit/Tegucigalpa made a 
limited financial and compliance audit at AID/Bolite., 111s audit was 
conducted In conjunction with an Inspector General woldwde audit of 
compliance with the AID Administrator's Revised Payment Verification 
Guidelines. The purpose of the audit was to determine whether AID/Bellze: 
was In compliance with AID's Revised Payment Verification Guidelines.
 
The specific audit objectives were to determine whether responsible AIl) 
Offices had submitted timely general assessments and updates required by 
the payment verification guidance, test the accuracy of these . 
solf-assessments and determine reasons for any inaccuracies, analyz 
areas where responsiblo offices were notin compliance with AID polics
and determine, the effect of the -noncompliance, whe thr- theassess 
justifications for noncompliance were reasonable at the tim they were 
mdoe, and determine whethor subsequent actions been taken by

-. 

responsible officials to conform procedures to AID 
-had 

payment verification 
policies.
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Audi t work was performed at the Officepof the AID Representative located
 
In Belize City and at UISAIJ)/Hon'duras"I accounting station located In 

Teguigalpa, Honduras. Audit verificationi Included reviews of recotds 

4 

and files, Interviews with responsible officials,~and tests of vouchers~ 
received and about $550,000 In cost claims made by certain AID-Em-ided 
recipients.' The audit' was made during the period September 30, '1986
through December 19, 1986 and covered the period from the date of 
issuance ftbt__iiiU' V&ifIfit on-,TG del nos (Decembe 30 

* through November' 1986. Tests of Internal control systems. were not made; 4 

internal control practices wore tested as they related to the 
guidelines. (See Part 11, 8.) An exit conference was held on December4 
19, 1956 at which time AID/Belize provided written comments to five. 
preliminary finding statements. April 10, 1987 AID/Belize formally'On 

responded to our draft audit report. Their comments were considered In 
the preparation of this report and are Included as Appendix 1. Other 
than our limited tests of Internal control, 'the audit was made in 
accer44ance with generally accepted government auditing standards.. 
 . 
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AUDITI 
OF AID/BEIZE'S COMPLIANCE WITH 

AID'S REVISED)PAYMENT VERIFICATION 
GU IDELINHS 

PART 11 RESULTS OF AUDIT 

During its short. peio ofeitne A'i was established In 
January 1983), AID/Belize had realized only limited success in 
implementing AID's Revised Payment Verification Guidelines. However, 
some or the Policy Statements, for example Statement No. 15 on Commodity 
Import Programs (CIP), were not applicable. Others, such as Statement 
No. 13 on host country contracts, were not actionable because the 
Government or Belize had yet to demonstrate that it had developed 
minimally adequate accounting and management expertise. One of three 
general assessments was not furnished to AID/Washington (AID/W) within 
the required time. The assessments were generally complete but were not 
supported by evidence of tests of random samples, and AID/Belize was not 
in compliance with the Policy Statemento In four Instances. AID/Belize
did not justify the use of a bank letter of commitment during 1985. 
Subsequent AID/Belize actions to comply with the Policy Statements 
Included the use of random sampl ing techniques to support future 
assessments, and the dissemination o Policy Statement reminders to 
responsible project nagement.
 

AID/Rolize emphasized that itofficially bean operations inJanuary 1983 
with one U.S. direct-hire employee, and did not become fully operational 
until early calendar year 1986, although they were responsible for 
Implementing 24 active projects. Also, AID/Belito pointed out that 
Implementation of the Payment VeriFication Policy Guidance had been 
hampered because: the Policy Guidance was not Incorporated Into the AID 
Handbooks nor was It stated in the Agency's Policy Determination format, 
AID/Belize had functioned without a resident Controller for more than two 
years, and AID/Washington did not provJde f edback regarding A /olizos 
assessments of Its compliance with the Policy ruidanco. 

The audIt Identified conditions requirin AID/BIles Immediate 
attention and correction, AID/Belize commtted $20,000 in funding
without prevalidation by responsible Hssion Controllers or by AID/WI
another $20,000 in fumding needed to be doobligated; voucher examination 
and approval procedures needed Imrovement and were not supported by
evidence or random samples; and projet officers' checklists were not 
properly used. Those conditions hindered AID/Bolize's efforts to 
effectively Implement the Revised Payment Verification Guidelines. 

We have rocou-ondd that the Controllers at AID/Bolize, SAID/londuras 
und AID/W take action to review, coordinate and report the administrative 
violation arising from the failure to provalidate, and that AID/Bolizo
dobligato $20,000 In funding. We aso r o ndod that AID/Bolize 
improve stability In the voucher examiner's position And improve Its 
oversight of voucher submissions and controls over advances, Moroover,
It Is recommendd that random sampling of vouchers be Initiated In 
5 rt of annial asss ment , and finally, that the use of project
oTclrs' checklists be fully understood and supportable. 
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A. Findings and Recommendations 

1. Fund Control Procedures Were Not Followed
 

On two occasions AID/Belize did not comply with All) fund control
 
procedures. First, AID/Belize had not deobiigatod $20,000 In funding for
 

o 	505-0010, all defunct participating Bl izei-ha
an but 	 agency service
project J(PASA) ---	 -ece op . Ici7Aagreement.... wi t the-lc 	 f 

.. 	flagged and acted upon the PASA during their quarterly portfolio
 
reviews. Secondly, AID/Boiize committed another$20,000 in funding for
 
Project No. 598-0625, another PASA with the local Peace Corps office
 
without prevaiidation (formal assurance that funds are In fact availableo
 
by responsible Misslc,2 controllers or by AID/Washington. An Agency fund 
control policy Is that funds must be prevalidated before being committed 
for use In program-desired activities. AID/Belize thought that an AID/W 

project with the Peace Corps was equally applicable
authori-ation for one 
to another project with the same organization. The responsible project 
officer who committed $20,000 in funding witho authorization may be 
subject to administrative discipline, and my be personally liable for 
repayment of these monies. The prevalidation and the need to deobligate 
idle funds remained to be reselved. 

Recommendation No. I
 

We 	 recolmend that: 

a) the AID/Belize and 	 USATD/onduras Controllers coordinate and notify 
that a $20$000AID/Wshington's Office of the Controller (M/514) 


commitment was incurred under the Small Project Assistance Prordm
 
(Project No. 598-0625) without appropriate prevalidation of funds; 

b) they request the AID/ashington Controller to review the 
circumstances, determine if an Agency admflstrative violation 
occurred, and inform the AID Adm.instrttor. In accordance with Sqction 
A9 C of Ali) Handbook 19, Chapter t; an 

c) AID/elihe immediately doobligate $20,000 in -fufidiig under the 

Special Development Activities Project No. 50-0010. 

Discussion
 

AID/Bolize had two participating Agency Service Agreements PAS) with 
the local U.S. Peace Corps office, Projects No. S05-0010 and 598-062S. 

Project No. 505-0010 was entitled Spca eeomnt tvte ud 
Rasod on the OSAID/lkonduras Controll-eTs recd teprojct stt on 
October 1, 1982 and was to be completed June S 1986. Total 

obligations waro listed as $150,000 oniUSAID/Ionduras Controller records 
but this was in error. During the ait we demonstrated to the 

Instrument and amendment forr AIDilonduras Controller(or obligatinthe executing 	 WADHndts* 	 the project accountedtilen that ofony$75,000;. 

agree nd changed th record to -refci true obligations ofController 
AIth$75,000 for the project. The second PASA the Poace Corps was 

''~~~ -- '4 



A,'A " execuited tinder Project, No. 598-0625 entitled Small Project Assistance 
Pors This project started on March 221 1983 and was to be completed 

IF -Marh 22, 1987. ISAID/tlondut'as 'Controller's records listed total 
obligations as $170,000 but this, too, was in error. Again we 
demonstrated to the USAID/Ifonduras Controller tha t the executing 
Instrument and six amendments for this project accounted for obligations 

______-ared-n.o f- 21St 000O- ra ther-than 170, 00O.-USAI 'ldus'_Cochanged tie record to reflect true l as otrller2 0 r tn 
project. As tated earlier, USAIDHlonduras was the 'authorized accounting 
station for AID/Belize.
 

The purpose of Project No. 505-0010 was to finance small, self-help,
 
commu-ity-based development activities. For fiscal year 1984, funding
 
was to be provided for the Belize Junior School of Agriculture (BSA) to
 
be undertaken jointly by Peace Corps/Belize, the Government's Ministry of
 
Natural Resources and th Orange Walk District communities of San Lazaro
 
an! Trinidad. The purpose or Project Nu. 598-0625 was to finance small
 
village level activities by Peace Corps volunteers as selected by the
 
Peace Corps' principal country representative in Belize. 

Proloct No. 505-0010 - Impemented in October 1982, this $75,000 PASA had 
seen no disbursements since September 13, 1985, leaving $20,000 in 
obligated funrds unused. Since there had been no movement since September 
130 1985 the ftmds should have been doobligated. 

Pro oct No. 598-0625 - This project was initiated in March 1983 with 
.un-ng ot 140,000 and was due to be comletoed InMarch 1987. Subsequent 
amendments had increased funding to $2 o .,The sixth amendient dated 
September 19, 1986, Increased project funding by $200,000. However, this 
commitment had not been prevalidated by either the AID/Washington nor the 
AID/BeIze Controllers. 

AID/Blize officials stated that an Advice of Budget Allowance for the 
Special Development Activities Projeq (No. 505-0010) was authorled by 
AID/Washington on February 25, !)86, and the AID/Belize Controller's 
office formlly validated to the AID Representative tha,ltho Budget 
Allowance for Project SO5-0010 had been received Md funds were 
available. They thought that this Budget Allowance was sufficient to 
make a commitment of funds for the second Peace Corps PASA. lowever, 
this authorization did not apply to Project No. S98-0625. ITh two PASAs 
(50S-0010 and 598-062S) were separate executinlg agrements with the local 
Peace Corps office requiring separate and distinct obligating and 
accounth lIty docunts. Therofore, 'the AID/V Budget Allowance for 
Project No. S0S-0010 should not have been used to justifCy the comitumnt 
of iunds for regionally funded Project No. 598-0625. 

As a result or this action, tho project officer may have comitted an 
adminit'rative violation. In addition, 'should the comitment prove to 
have been Invalild ho could be personally liable for the $20,000. 

" C 'AA'A 



agi o ctbr 11 95,mlye n contractors ofAI/Bliewere ... 

poedures could ledt sros osquences, ,:inldn g holding the 

o ligtons 	and co mmimn ts wtot ro val idation ofuns
 

r"D/8elize did notagree
 

' reuse ht they be deleoted from the f lnal :audl t report.,:=They saidl/i 

that :the $20,000 cmitmnt for the: Small; Project Assistance Program 
Projec No. S58,062S asspartooft $S000ooapproval f!or the Specil 
Development Actiite Fun PrjectNo. 505 0010, They noted that monies 

-
: ~provide~d for the: latter project (S05-O010) had,: in fact,: been used to 
: 	 ''-. .- ,4-	 'fund activities under the other (S98.0625). AID/Belize sold: that t~e, 

arrangemnt wuas in conformity, with their "uderstandin$ : and 
Interpretation" that the purpose of both projects wasi the saw, that is, 

activities. 	They added that the sixth amndmentf~or,Project: No. S98..0625S
 
(executed 	 in September 1986): wasS not prevalldated ifor ifunding:

~~availability duo to an oversight,. AID/BoIfse also stated ithat the 
~~~"policy" of applylng Project 55-0010 funds' to. Project No. 598,062S was 

clal eof rmd on a 1AC Bureau-wide basis in S32S253(dated - L
 

December. 10, 1986). Ibis telegram Instructed that ,'The Small Project 
..... Fund for Peace Corps activi ties will henceforth be covered trom M6so 
.. .bilateral budgets"' and ,1... Project 000 l uds$500foOec op
 

Smll Projects,... the latter Interpreted byABlize to man Project.
 
No. 598 0625.. AlID/Belize concluded that since .$20,000 was used to fund=
 

i 	 one of the projects there was no Idle funding available for deobligation; 
r
under the other project., The full •text of AiD/Sollze's presentation is

Included as 	Appendix 1.
 

~Office of Inspector General Commints
 
There was no stabl shed "policy" ot applyint Projtcht No.-S -0010 funds
 

th86 	 for Projectctimities. ofefsaddetat fsthSeamedme918 .5802to Project No. 598.0625, The ad hoc natureofb having t6 obtain frequent,d 	 In AID/Bollze.
gAIDnashintobe approvals ls ionstrated 	 wn
inS Spth 	 edNo.cSted0 cthe 18oasntreso b rtelegamimer (Belizeprvalidatinbanutoz31SO)requstdadhocor,authorandievnoltie 
or fiscal yoard 19 obligationsequThe Decer,R d0,l abldi(STATe
availability~~~~du oa vrih. ADBeieas ttd ta h 

or purdnAlyiablefor 

0i000atnacbudget tot prioviatitivotno 


for 	 19187: orating ,yearistedbudget.ThetheiCotrolleyeparameters AID/Io!izo's iriscal yeartor imer 
tho ofProject.
 

No. SOS,0010, Itdid not statethat findsr anbld or obliationnd
 
Assostance Project 	 To sungrp,
tforthe Sllproject 	 Smlt s9Sii. 

AlD elze's dscusion oj theoy.505-0010.polcy T relatonsh ichat 	 ey
bovde wor	se rateobliprting (o05m000 h inofatd bef se to 

tracting atonpoud ac runudr or 8und5ctrol criteriaid Morover, 
ArAni enl ds kion of o198S an tir , d gerann Inw9it "unpno 
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....... 2. Vouc ;or Examination and 'VuchorAproval Procedures Needed Improvent 

All) policy and Prompt Payment Act provisions require that vouchers bo 
adequately reviewed and paid in an: accurate timely fashion. Voucher 
examination and approval procedures at AID/Belize needed improvement. 
The voucher examiner advised us that in addition to other factors, she 
had not -received clear instructions. Actually, requirements had been
established- in the Controller's Guidebook - as well as in the voucher : 

_ 

examiner's personal services contract but a high rate-of turnover In the 
_pos1jt1on-hindered the- effective implementa toin of the-_ provisions. 

Blecause these requirements -were no c ey I etd o r 
received payment from AID/Belize on the basis of Insuficient support and ; 
advances remained outstanding far beyond the allotted time. Due to the 
latter, the U.S. Treasury has lost an estimated $14,290 annually in 
interest costs. 

-

: 

-

Recommendation No. 2 

We recommend that the Office of the AID Representative/Belize take action 
to: 

a) hire a local citizen to fill the position of voucher examiner; 

b) review contractual agreements and 
sufficient supporting documentation 

ensure that 
with vouchers 

vendors submit 
for effective 

voucher review; and 

44c) review, 
earnings) 

justify,
$261,88S 

liquidate
In advances 

or recuperate (including
that have been !,outstanding 

Interest 
for more 

than 90 days. 

Discussion - . - : 

The voucher examiner was responsible or, implementing requirpments 
established in the Controller's guidebook as well as in the personal 
services contract for the position. However, as, shown. below, those 
requirements were not being effectively Implemented In t rmi of ensuring 
adequate support for expenditures or controls over outstanding advances. 

Si t for J enditures - The examiner pointed out that several vendors 
sumitted vouchers o payment with little support for expenditures 
claimed. We sampled vouchers and evaluated the requirements of 
contractual agreements to determine the cause(s), if any, for 
Inadeqimcies in supporting documents submitted with vendor invoices. 

-
r 

A PASA 
of an 

with the 
itemized 

local Peace Corps office required only the submission 
statement of disbursements for vouchers submitted. 

Even though receipts or other details were not required to support 
the statement, the Peace Corps had recently begm to submit more 
detail based on an Informal agreement. AID/Belize pointed out thatt 
this case proved that it wai vigilant In monitoring its funds. 

-



- -

For one voucher submitted by the Pragma Corporation (Project 
505-0018) there was no support for $8,254 In claims. To Illustrate,
 
44,096 In travel and transportation were inot supportedby airplane
 
coupons and the like; $4,931 Inper diem claims were notsupported by
 
dates and times of departure and arrival; and $286 in other direct
 
costs were not identified. Also, a $1s9 "advance" for travel was
 
claimed as an expenditure on the voucher. 'The" total voucher,
 
including the advance, was reimbursed by AID. AID/Belize said that
 

: one of the contract clauses exempted the contractor from submitting 
---_such---u-.,,tionIraveland-o.xpensessu

transportation, per diem, or other direct costs. In'oir opinion, 
effective voucher examination should have at least raised concern 
about the validity oE those costs, prompting a review of, support 
maintained by the contractor, and should ha e flagged the advance 
that was billed as an expense,. 

--	 CARI/Belize (Project 505-0024) was required to submit only summary 
statements of expenditures without any supporting detail. :These 
vouchers, too, continued to be processed for advances or 
liquidations. At a minimum, spot checks should have been made of the 
CARE/Blelize accounting records. Although CARE was a certified U.S. 
private voluntary organization, AID/Belize agreed that a spot check 
of CARE/Belize accounting records was Inorder. 

Payments to one of the contractors under Commercialization of
 
Alternative Crops (Project 505-0008) were covered under clause' 
 "'"'-: 

752.7003 of the AID Acquisition Regulations (AIDAR). Accordingly, 
the contractor should have submitted vendors' invoices detailing 
quantity, description and price for each item of expendable property 
valued at more than $2,500 and for non-expendable property wiich had 
a unit cost of more than $S00. A certified financ statement 
submitted by the contractor with the voucher for payment contained
requests for payment for such items as travel and transportation in 
the amount of$ 8,074 and computer euipment and office furpiture 
valued at $7,972. There was no'evidence of vendors' receipts to 
support the contractor's claims of payment for, these Items. Thus, 

. 'the contractor was not in compliance, but neverthelbss received 
payment for amounts claimed. AID/elize subsequently obtained from 
the contractor supporting documentation for the $7,972 in computer 
equipment and office furniture. However, AID/Bellze pointed out that 
the contractor was not required to submit 'supporting documentation 
for travel and transportation. Again In our opinion, effective 
voucher review should have prompted a review of support mintained by
the 	contractor. 

Outstanding Advances - We noted a lapse in controls over outstanding 
advances Because effective voucher examinations had not been made. For 
exalle, vouchers submitted by CAR/Blize for advances were approved by 
AID/Belize without showing that there was a need for the advances; that 
Is,CE did 'not furnish cost projections. Reporting was required under 
MliSCircular A-110 'on th use of Federal funds,. But the forms submitted 
by CARE? wore both inordinately late and inaccurate. CARE submitted its 
first "Quarterly Federal Cash Transactions Report (Form SF-272) "showing 



excessive cash balances on-hand to AID/Belize on November 20, 1985, or 15 
months after the project's inception. By that time five quarterly
 
reports should have boon submitted. The Forms SF-272 submitted by CARE 
were also erroneous. In one case, the SF-272 indicated that 
CAREi/Belize's cash balance was a negative $11,867 while this same report 
demonstrated that actual cash on-hand should have been at least $8,283. 
Such errors could have been detected easily through effective voucher 
review practices.
 

i -W .. _ nadvances-, froAIPLDeOH, another. P1,.had-,received$ 104, 32-1 _i za.._ 
PIDE/ had not submitted Forms SF-Z70 on a quarterly basis, and those that 
were submitted were not summarized or certified by a responsible 
official. No entries were made In the cash on-hand and cash requirements 
columns. Moreover, seven vouchers totaling $111,565 in payments 
(including advance requests) were not justified by the submission of 
supporting documentation. 

As of December 11, 1986, AID/Belize's portfolio of outstanding advances 

was: 

ADVANCES OUTSTANDING 

No. Amount Days
 

35 $149,909 361 or more 

20 10S,477 181 to 360 

4 6,499 121 to 180
 

29 IS0119 0 to 120
 

88 $412,004
 

Using a conservat., u interest rate of 7 percent, the cost of borrowings 
to the U.S. Treasury Inorder to fund the outstanding advances was 
estimated at over $14,000 annually. 

To sum ip, basic features inherent in the Agency's voucher examination 
and cash management policies had not been effectively implemented by 
AID/BelIze, resulting in unwarranted benefits to recipients and losses to 
the IJ.S. Treasury.
 

On October 4, 1986 we Interviewed the voucher examiner who claimed that 
there was an overall lack of written Instruction provided by which to 
carry out assigned duties, that she had a heavy workload, Including other 
duties, and that the contracts themselves did not require adequate 
support or were violated by vendors.
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AI D/Blelize did not agree that the U.S. dependent voucher examiner had not 
received written instructions- to carry out the assigned duties. In 
support or its position, AID/Belize referred to the scope of work 
contained inthe voucher examiner's personal services contract, Chapter 's 
of the Controller's Guidebook, appropriate professional materials 
furnished, meetings held from ti to time, and pear review. However,
high turnover' In the position may be behind difficulties in 
imnlementation. The present voucher examiner, a U.S. dependent, was 
scheduled to leave by May 1987. The previous voucher examiner, also a 
,8,_--dpondnt,hod.-hserved- or--a-short- per4od--of- ime--In-order--to

obtain stability Inthe position, the hiring of a local citizen should be 
considered. 

AID/Belize demonstrated that it was implementing the Agency's worldwide 
policy on contractual arrangements but the audit revealed that vendors 
generally were not complying with the terms of their executing agreements 

n support of their cost claims to AID/Belize. In addition, the support 
specified in the contracts was not adequate, In response to the audit 
finding, AID/Belize sent letters to those vendors surveyed through audit 
reiterating the need to make voucher submissions inaccordance with their 
various contractual agreements. 

AID/Belize agreed that the voucher examination and approval procedures 
needed Improvement. They pointed out that the office was new, and cited 
the difficulties in retaining dependent Americans and in finding 
qualified foreign nationals to fill the voucher examiner's position. 

Finding and Recommendatio No. 2. They' requested that 

Subsequently, the AID/Belize Controller requested
attracted a foreign national to fill the position. 

and successfully 

Management Comments 

After receipt of the draft report, AID/Belize reversed its posture 
concerning any 
language suggesting that the voucher expmloer did not recelve, clear 
Instructions be deleted from the p~blished audit report. ahealso 
considered part b) of Recommendation No. 2 inappropriate.. Rgardng the 
outstanding advances and part c) of Recommendation N .L 2, AID/Belize 
questioned the integrity and source(s) of the advance figures. Also, 
AID/Beize stated that the advances did not provide unwarranted benefits 
to recipients; rather recipients either did not liquidate advances on 
time, or posting (of liquidations) was not timely since the authorized 
accounting station was not at pst. AID/Bolize therefore believed that 
the estimated cost to the U.S. Treasury was Incorrect. In spite of this, 
AID/ll.ze had taken effective actions subsequent to audit to reduce the 
outstanding advances by 66 percent. 

Office of Inspector General Comments
 

The portion or Finding No. 2, including the October 4, 1986 Interview 
with the voucher examiner, remains unchanged so that the reader is fully 
apprised of the reasons for AI/eiesneed to improve Its voucher 
examination and voucher approval procedures. In any event, AID/Bolio 
has taken effective action to attract a foreign national to fill the 

"~ !>:I~ ~- --U -- i "! i::4i:1'r : 

: :' 
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voucher examiner's position. Moreover, AID/Belize's objection to part tO)
of Recommendation No. 2 notwithstanding, letters were sent by AID/Bolizo
 
to certain of the recipients reiterating the needs to make voucher
 
submissions in accordance with their various contractual 2aareements.
 
While
. itwas indeed unusual for UAWD/Honduras to furnish different 

..figures on total outstanding balances for the same date, AID/Belize was 
in no position to question the integrity and source of the advance 
f igures used by a'udit because AID/Belize had not lmplemented controls 
over Its own fiscal portfolio administered by 1SAID/Honduras. Although

-Ai-zehad not-been-cognizan t-of-thes ta tus-of-unlIquidated -advances,
AID/Belize has since taken effective action subsequent to audit to reduce 
the outstanding advances to less. than $140,000. Therefore, all parts of
 
Recommendation No, 2 are closed effective the date of issuance of this
 
report. Part b) of the Recommendation has been noted for future audit
 
follow-up.
 

1.



3. Voucher Examination and Approval Procedures Were Not Tested 

AID's Administrator Issued Payment Verification Policy No, 8 requiring 
Mission Controllers to provido annual assessments of Missions' voucher
 
approval and examination procedures. The reviews were toi nvolve a
 
random sample of vouchers large enough to provide reasonable assurance
 
that procedures In place were adequately represented by the assessment.
 
The AID/Belize Coitroller's assessments of the voucher approval and
 
oxamination procedures were not supported by evidence of random sampleS
 
of--vouchers 1ecau----the-:UAIDT/londurasControlleriasresponstbl
 
for AID/Belize accoii,'ing matters for reporting years 1983 and 1984 and
 
assigned low priority to the assessments, and 2) the AID/Belize project
 
ortfollo was considered by the AID/Belize Controller to be so small that
 
e did not select and test a random sample during reporting year 1985.
 

Consequently, AID/Belize was not IncompIance, and evidence of random
 
samples supporting the integrity or the 52.2 million in obligations was
 
absent. The recommendation refers to the AID/Belize Controller's next
 
reporting cycle inDecember 1986.
 

Recommendation No. 3
 

We recommend that AD/Belize:
 

a) select and review a randomly selected sample of vouchers; and
 

b) document the random selection and analysis as part of the official
 
file.
 

Discussion
 

The Implementing guidelines for Paywnt Verification Policy Statement No. 
8 stated: me annual review called for under this policy directive Is 
designed to formalize a process which should already be in place. Th 
review should Involve a randomly selected spuple of vouchers large pnough 
to provide reasonable assurance that the voucher approval and examination 
procedutes Inplace are adequately represented by the assesspot. "

AIlI)/Blize's general assessments for 1983, 1984 and 198S did not 
represent a true picture or Its voucher approval and examination process 
because AID/Belze.did not make random samples of vouchers for testing In 
order to provide reasonable assurance that the voucher approval and 
examination procedures already in place were adequately represented by
the assessments. 

For reporting years 1983 and 1984 the IMAID/londuras Controller Was 
responsible ior AID/Belize accomting. ut the WSAID/H4onduras Controller 
relied on the personal knowledge of local supervisory personnel to ensure 
that the system li place was adequate. Because all vouchers were 
reviewed uon receipt, and voucher examiners were knowledgeable about 
their functions, supervisory personnel assimed that the system in place 
was adequate to provide reasonable assurance that it was wrki 
properly. Consequently, evidence of testsi that Is reexminatiSonor 

sof vouchers, supporting the Integrity of the $52,2 million 
in obligations was absent. 

4',3 
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4.	 Prolect. Officers' Checklists Were Not Proearl Used
 

Tho 	AID) Administrator's Policy Statement No. 7 required project officers 
to provide to Controllers a statement descrlbin the basis upon which 
administrative approval of vouchers was gIven. rfective January 1,1984
 
the 	project officeroto use a clarIEying addendum entitled Projecwas 

Officers' Checklist of Administrative Approval of Vouchers that con a no
 
ftive parts to denote theiA-sts Fror administrRtiv pproval. While
checklists wore generally appended to vouchers processed_ by the 

A~l1Ize-Controller; the--checkl ists wr-nit-aeuaeyu 
some were not filled in and thus did not provide the basis for
 
administrative approval; there was no support, such as a trip report, to 
substantiate the basis of approval; and still others were photoc ls of 
Apparent originals Also used on other vouchers, evidencin a lack of 
attention an carelessness in preparing the checklists. Consequently, 
AID/Belize was not Incompliance. 

Recommendation No. 4 

We recoinnd that AID/Belizo:
 

a) 	formally reiterate to project officers the provisions and Intent of 
the AID Administrator's Payment Implementation Guideline No. 7; and, 

b) 	 ensure that project officersI approvals are supported In the official 
projeoct file by memoranda, trip reports or other evidence documenting
their contacts with payees., 

Discuss ion 

The Implementing guidelines for Polly Statemnt No. 7 advised that the 
purose of the administrative a l of any voucher was to provide the 
autorised certifying officer with notice that the officer responsible
(or 	 charges billed to the Government for #ervices, commodities or* other 
costs considered that these charod represented actual performance,
delivery or other benefits received. In order to provide , re complete
docummntry tracking of project payments, the projecto afficer was to 
complete And attach to vouchers the Project Officers' Checklist for 
Administrative Approval of Vouchers In addition to providing the 
already-in-force project officer administrative approval of vouchers. 
The checklist contained five standard justifications to be checked by
project officers In order to readily Identify the bases upon which their 
administrative approvals wore given. The standard entries ware: nu er
 
of fild visits to the project site- nuer of visits to the min offico
 
of 	 the recipient within the last three months; number of meetings with 
comnterportil information available resulting from visits to project
sites; and other reasons
 

AlI) i1an4Mbook criteria on required documentation for field visits was 
already Ineffect. According to AID flandbook)3, Chapter 11, the primary
responsibility for monitoring A project lies with the projet officer to 
twos the project has been asslined. The WAdo add ht the pur4.,,,.... 	 ..
And 	coverage of sito' Inspection Is best Illustrated by the report tAich 
A2A 	 -lM AI# i 34P! tA 

...... llt ro tOr ro-ti.i #
 



should be prepared and filed by AID staff conducting the site visit. 
AID/BelI was not In cmpliance with these AID) policies; there were no 
Mission orders or other directives on minimum documentation for visits 
and field trips. 

Examles of non-compliance with those criteria duo to lack of attention, 
carelessness or other reasons are discussed below. 

-o SS-0024 - a project officer's checklist dated Februay 12, 1986 
note Oaai nistrat1ve pproval or a ouc or or paymnt was sed on 
on* field visit to the project site, two visits to the recipient's main 
office and nine meetings with contorparts. There were no' trip r s 
or memoranda In the project files to support these claims. 

roct 505.0008 - a project officer's checklist dated August 25, 1986 
note ta ainistrative approval was based on five field visits and 
nine meetings with counterparts, This checklist, too, was not supported 
by trip reports or memoranda documenting the meetings. 

Pro oct 505-0D62S - a checklist, dated September 4,1986 was certified by 
•tR proJect otcer but the basis upon which administrative approval was 
given was not given.
 

AlODlillo was therefore not In compliance with the guidelines. However, 
Inresponse to the audit finding and recommendation, AID/Belize issued 
two Administrative Notices reiterating the requirements called for In 
Implementing administrative approvals of vouchers and site visit reports.
 

flanagement Commnents 

_+Al/Bollzo objetedto one of theOexales used " the drift audt rprtr 
regarding a project officer's checklist., 

Office of Inspector General Comments
 

The example has been deleted from this report. The issuamce of the two 
Administrative Notices In response to the audit finding Is iuifficient to 
resolve the recommendation. Recommendation No. 4 Is closed the date of 
Issuance of this report., 
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13. Compliance andinternal Control 

Compliance 

The audit disclosed four compliance exceptions: 

AID/Belize committed '$20,000 in funding without prevalidation bY 
responsible Mission Controllers or by AID.( Finding 1.) 

.w,000 inobligations uncfrr a PA was not used because AID/Blize
had not closed out the agreement In accordance with Agoncy policy.
(Finding 1.) 

-wAII/Beiize did not make random samples of vouchers In suppoart of 
assessments of voucher approval and examination procedures. (Finding 
2.) 

Some AID/Belize project off icers' checklists were not filled In and 
did 	not provide the basis for administrative approval, or there was 
no support for the approval. (Finding 4.)
 

Other than these conditions, nothing came to our attention as a result of 
specified procedures that caused us to believe that untested items were 
not In comliance with applicable laws and regulations. 

Internal Controls 

There were three Internal control exceptions: 

-. 	Over 63 percent ($261,865) of the $412,000 In advances made by 
AID/Belize had been outstanding for more than 90 days. AID/Belize 
m ement controls, through effective examinations of these 
voucred requests, should have flagged the excess amounts 
outstanding. (Finding 1.) 0 

Vendors received payments from AID/Bolize on. te bss o 
Insufficient support. (Finding 3.)b 

*-Controls over advances to Ptfts needed to be Improved. (Finding 3 and 
Other Pertinent Matters.) 

Other than these Internal control exceptions, nothing cam to our 
.attention to Indicate that the integrity or internal control system and 
practices had beean compromised. 

-	 - I
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STA'1S 
OF AID/BHLIZIS W4PLIANCE WINh

AID'S REVISED PAYM3~I V URICA*TATION~ 

PO)LICY STAT11NB4T (NO.) 
I. A comprehensive general assessment 
of methods of implementation and 
financing,reviewed from the standpoint
of accountability, is to be presented 
on a regllar basis and more specific 
assessments are to be Included In the
Project Papers. 

2. AID/W Controller concurrence on 

the Iqlementation and financing 

aspects are to be Included In 9th 
general assessment and the more 

specific PP assessments requiring
AID/W revlow. 

3. As a part of the assessments under 
1.above, a Justification isto be 

submitted whenever the Mission 

proposes to depart from any or the 
fol lowing general policies: 
(a) The tus. of Fixed Amount 
Reimbursement (or modified Fixed 
Amount Reimbursement) as the preferred
method In(inancing wiltipie unit
construction. 

SW~US
 

AID/Belize provided comprehensive
general assessments of methods of 
implementation and financing covering
reporting years 1983, 1984 and 198S. 
The assessment for reporting year 1984 
was sent to AID/W three and one-half 
months late because USAID/londuras,
responsible for Its preparation at that 
time, gave priority to Its own 
assessment which was submitted two and 
one-half months late. Specific 
assessments were not complte for three 
of six project papers reviewed.
 

Itcould not bd-determined at 
AID/Boll:. ifthe AIDA Controller
 
concurred with the Iqlementation

and financing aspects Included inthe 
AID/Belize general assessments. It 
was asumimed that there was tacit 
concurrence Inthat there was no

feedback to the contraryi No of the
 
six PPs i ile not requirin AID/V
Controlier's concurrence, did not have 
AID/Bellze.Controller's concurrence. 

AID/Belize's 1985 general assessmen 
listed one deviation (Bank L/Coin) that 
was not adequately justified nor 
discussed in the assessment. 

AID/Belize had not used Fixed Amount 
Reimbursement. 



Pago ~r 

IOLICY STATINT (NO.) STATUS 
Nb tse 	of the Federal Reserve Latter 7Tere was no evidence that AID/Bolizeof Credit (FRLC) procedure. (Note had departed from this financing_-thatLs - ny- In -the- ayb-uso -	 ehdcase of non-proft organizations.
Theoy cannot beused inany case for
host country contracts or loan
financed 	contracts.)
 

(c)The 	 use or the direct This was the preferred method ofreimbursement procedure (reimbursing financing at AID/Belize.
the host 	country, contractors and
others) 	Instead of other mthods of 
payment which entail AID financial 
credit Instruments to direct payments
for contractors and suppliers. 

4. As part of the assessments under AID/Bollze used, but did not justify,1. above, a justification Is to be th@ use of an bank letter orprovided whenever the Mission proposes commiont during calendar year 1983.use or the bank 	 letter or cowitmewt Te AID/Ielizo Controller said thatrather than the direct letter or this deviation was used for saoralcomlmtmnt except for CIP and project sall procuremnt actions that wereCommodity fInancino for which the fulfilled within a short time and priorMission anticipates a proliferation of to asesmont preparation.
invoices. 

S. Where host country contracting is lost country assessments wore not madeproposed as a mans of implomntation, becauso AID/Bells. determined that thethe assessments reqired uder 1. Government of 3ollz wa not yetabove mnt sot for t a realistic capable of effectively Iqplementingappraisal of' the prospective host country contractingI commoditycontracting agency's ability to (a) procurement and yat verification.advertise, award and negotiate AID/Beize also aatoteqcontracts, (b) monitor contract coach a host country entity 
d to 
n IssuingImplementation. (c)examine invoice nine purchase orders ($2.6 millionand(td) audit contractor records and withoutworth) success. 

reports. If local currency Is to be
made avaltable to an ICI or to any
other organization rosliblo for 
controllin and reporting on the use
of such frinds, the mission should 
first ass the organization's

* 	 financial management procedures and 
related Internal controls. Such anassessment should also be performed 
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POLIC STATl4INT (NO.) 	 STKIM 

S. (Cont'd) as a prorequisita for 
g rovidng grant% to Indigenous iO.s. 

reporting on the project should 
measure performanca In rofoenco to 
the assessments Wnae uinder 1. above, 
as well as other appropriate factors. 

6. PI are to Includo an evaluation 	 Throe (26 million) of the six 
or the need for audit coverage In PP/PAI reviewed did not contain an 
light or potential risks an are to evaluation of the nee for audit, They
describe planned contract and project era the $14 Wllion u5P MAD for 
audit coverao by the host overnm to, Project No, SOS.O012 the $7 millim PP 
AID, and/or Independent public for Project No. SOSO011i, and the $S 
accom tants. Project funds should be million PP for Project No. 500005,
buetod for Indepndent auits unless The latter PP fit *P tof Project
adqate audit coverage by the host No 0.OSO00S ws ilm nt d InNlrch 
country Isreanablty assured or 1913 and tlerefore was e priorIn Ic 
audits by third parties are not to he time of rolIcy Issuance.
 
warranted as, for eample, In the case
 
of direct AID contracts or direct
 
placommnt of participants by AID.
 

7. Inliuof the wrmt negative Statemnt No. us to be Imlment 
statoment,I h proj)W officer Is to Inarrdance wtha rawly dlas mld 
p=ovid, to the Controll a statement lro).t officers' clcklist .he 

Ito th heb s asisn Weh validit of ehekdllst ed &t 
administrative appro i I ien. 	 AID/ol a 5 forA to be qutionable

Inmore than rs o le .s..... 
fr naqule, one checklist had hem 
certified by fte prot offier
with an October-F C, 19 certificat ion 
date. This Project officer could n t
possibly hvm"crtifld the checklist 
an Octobe I,19 bcmwhehadm*it 
ben prewt at Post as physically
veri I the -Alt " that arrived 
adyurlo:s." orthe prooc
offile latmievd w4 able to
Support claimed csmtacts, as indicatod 
on tested cclists, by trip reports
semorafda to the fil or calendarannotat ions', 
+ '" ++" ' -+?!!
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1 EXIBIT 


POLICY STATINENT (NO.) STATUS 

8. Mission Controllers are The Implemer,.ing guidelines called for
 
responsible for providing annual the assessments to be supported by

assessments of the Mission voucher tests of random samples of vouchers. 

approval -and-voucherexami nat Io-- TAD/Beliiz'-ddrid t-lk--t dsi'iijii-&h --'
procedures. Such assessments should of vouchers for reporting years 1983
 
Indicate the adequacy of supporting through 198S. Inresponse to the audit
 
documents submitted with contrac~or finding and recommendation contained in
 
invoices and the ability of prn"'ct this report, AID/Belize made a random
 
officers and authorized certifying sam.l. of nine vouchers inthe amount
 
officers to relate contractor of$58,300 inclaims to support Its
 
performance with contractor invoices. 1986 annual assessment.
 

9. Mission Controllers are to provide As shown for Policy Statement No. 5, 
annual assessments of the adequacy of host country agencies had not been 
the monitoring and invoice examination used. Thus, AID/Belize did not include 
procedures followed by host country assessmnts of the monitoring and 
contracting agencies. Such invoice oxamination procedures followed 
assessments should serve as the basis by host country contracting agencies. 
for reliance on host country
performance certificates and voucher 
revieow. 

10. (a)USATD Controllers are There was only one competent public

encouraged to utlilize the services of accounting firm (Price Waterhouse) 
coomtent public accounting firms to a located inBelie. However, the non
greater degree Inproviding accounting Federal component of RIG/A/T had 
and financial management consulting Initloted negotiations to attract 
services within the project design as qualifled accounting firms to be used 
a part of program funding and in on a regional basis and to include
 
auditing host country contracts. Beliz.. At the timd ofaudlt, the
Auditi ng services will be conducted paperwork lay with WSAID/Honduras' 
on the basis of pro-approval by the contracting officer. 
Inspector General staff. 

(b) Intheir areas of rosponsi- AID/Beli: hired a foreign national in 
hility, WAID Controllers ari response to our audit finding and 
encouraged to use contract personnel recommendation,
to supplement direct-hire foreign
nationals for voucher examinations. 

11. The agency's commtodity price The Policy Statement called for
analysis function 3hould be AID/Washington rather than field 
strengthened to permit more adequate Implementation. 
pro- or post-payment audit of 
commodity costs. 
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POLICY STATIMIiNT (NO.) 

12. Where suitable and subject to 

Federal and AID control guidelines, 

the Ageicy should place greater
r..I -nrel -.-.-upon-incei tIve -contrac 
approaches, where contractors share In 
savings or receive extra benefits for 
timely completion. 

13. Host country contracts should 
Include definitive requirements for 
submission of Invoices and supporting
documents. -

14. Models for use of the Fixed 
Amount Reimbursemnt concept for non-
construction projects should be 
developed for consideration. 

1S. Definitive requirements for 
arrival accounting should be developed
and published for CIP programs.
Assessments of arrival accountin 
systems should be Included in alltI 



approval documents (PAADs). 

16. The agency will explore resuming 
use of formal two-step loan agreements 

'4 given the Increased emphasis on 
- private sector participation. 

4 ' - 1 I4 

Page 5 of 5 

STARlS 

The Policy Stat6ment called for 
AID/Washington Implementation and
 
requested examles from the field
 

to AID/Washington because its 
priorities were more basic, that is, 
start-up of the AID/Belize Office and 
gaining familiarity with avail 
contractors.
 

AID/Belize had yet to Initiate host 
country contracting.
 

The implemeting instructions called 
for AID/WAshington action and 
requested examples from field stations. 
AID/Beliz. had not implemented fixed 
amount reimbursement concepts for non
construction ppojects, and could not 
furnish to AID/Washington its 
experience in this area. 

There was no Commodity ImpartProgram
(CIP) in effect atAID/Bolze:. 

The implementing guidance called for 
AID/Washington action. 

4 



UNITED STATES GOVERNMENT
 

-~ memorandum' 
'V Ort 	 Noboysia IRt. c, A.I.PI ReIpr sentative, USAlI)/iiiz 

SUBmEigr 	 Dr&ufl Audit ItopPL)t, USAID/Beiize CoiqpLiance with AIIJ's Revisud 
Pa)';oat Verification Guidance 

.r,Coinage4o N. Gothard, RIG/AlT 	 APPENDIX 1 

Iiorewt tit please f ind UISAID/Blize response to the subject Druf t 
Audit Report which was reviewed by the Mission. In summary, oio 
aro requesting that Recommenidation No. 1, in its entirety, ou
oii'nnindtdd from the final report, and that Recowmrundation Ili).
2, 1)'rts (o) and (c) be closed. We tire pleased that RIG/A/T,
took information~ and remedial actions into consideration tit 
order to close Recommondution 2, part (a) and Recommendations 

+
 
4.+ +5 +,4 i -++++
Nos. ?,and .1.44)+: 4.444++ 

Our response also provides corrections regarding a number of
 
44 * 	 +++++++++++. +++++im+l.. . 

4++++++
urrors and misconceptions tit ++++ 

I Ilthe Draft Audit Report. One
 
oxamIple of a fundumontal misconception is that the Special
Uoveiopmont Activilties Fund Project SOS-0010 iifunded Uy, or i 

.. . . . ..+++ ++++;+ + ++++ 	 4 N ( VI+;++:++++++++ i!+ +:is equaivalen~t to 1104S, 505-0000. This issimply no0t t110 case. 
Aniother misconception is that uniiquidated~advances represent 

4 	 excess cash hlod by grantees.; i!2This isnot accuratea when t fundsfl A? 
I?? 	 ~I? ) ,i; : i 94 4}Itave boen expanded but not liqyldatedo Some of these orrors
 

+;+ i + ++ 4++ + + 	 ++++ + i+ ; ++'+~l++++ +++++++; I +++++ p y + 4444:+A t ; + + + + y + ++++ +: + +; ++ + + + ;S++ +++++; +++ + + +++++ : I*++ + +++ ++ + d + ++ + A44<++dt+;+++4A 
+ : 

and+(444+++++ ++misconceptions+ / ;+ ++icouldl+ + ; +:+ +++ +++++ + +++ +++ + ; + +++++++? / ++++++/ +;£ ++++++ Ii+ 44++t 4 ++ 	 ++++ +: ++i+f +f+++ + +!++have been avoided if information	 44++ 
provided by USAID during the audit hadl beooi given fullor

consideration. Wfe hope++ i ++the :+++++V 4 4it, ++:+++ +++;++ + +;++ :}:+++in ++++++: ++i:+ " 	 +; :# d + : + +++++ w ++:S+++ + 	 ++++++ that+++ :+++ inforaationtpiovldad4'444+; ;++ i+++?++ ++ +;+++++ } tis +++;+

+ 	 4,+++ ++++i ++ .+. 44Y+++++++++++++, S^ , ++ + 	 +a4.44I444I +++++?response will be given the fullest consider&tion.
 

liu .aru matking the fllowing ciarificutiotis undI commnmfts whilci,
hopefoily, will result Inamaura-balanced final ropurt. 

1. Wore toiun once@, the Driilt Audit Heport incorrectly vtu#.ob 
tiat USAIi)/Biiz is headed by the 41A.l.D. Affairs OL'(icur."
Weo reiterate thut USAID/tDolizu isheaded by the 11A.I.U.Representative.*' Titis fact can easily be verified by
inspecting official A.I.D. records. 

.44 
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it. it is iuipurdtiVO thedt tile lixucutivo Summary S*ttoS thlo 
Miisionl was officialLy opened in January, 1983, with one USD11 
employoo. Tne following reprosents the staffing status of the
 

Missionofron
nepinn 

.- Prom 1/83 12l/83:-	 1. USD11, I us Ilse 

-4/8S:-- From 11/83 	 2 USD0, 2 TCNI, 1 USPSC 

- Prom 4/85 early CY-l.986:-	 6 USD11, 5 TCNDII, 
8 us Psco and 11 FSN4 PSC 

- Mission became fully operational only In early CY-986.
 

Since inception, oficial accounting station uas boon
 
USAI D/Taguclga Ipa.
 

Hence, itbecomes clear the Alisston was always short-staffed 
huringthe first two-to-throo years of its operation. Indeed, 

'ieDraft Audit Report does not 	mention the singular efforts
 
witich were made to start the Mission from scratch nor to
 
impiomunt. dn important program of 24 active projects with LOP%
 
of $70.U million, Obligations of $53.0 million, and Pipeline of
 
otuly $19.7 million, facing those staff constripints. 

Ill. The Draft Audit Report Cails to mention that the 
impiomentatlon of the Payment Verification Policy Guidance has 

booni hampered by the following facts: I-

WaThe Guidance is not part 'of All Hlandbooks nor is Po 
stated lin the Agency Policy Datermlnation.(PD) format.
 
Such status will Sive the pollzy more recogni-tibi and
 
sharper tooth.
 

USAIU/Belize functioned without 	a resident Controller
 
for more then two years. 

*~AID/W dhid not provide feedback regarding Mission
 
Ausousmonts of( its complidnce with the policy..........
 

IV. USAIO/BeiIte did not commit PU48 fundi to fund the Peace
 
Corps PAU a4 stae houhu Draft Audit ito ort, 

Rogarding specific rocommondatlossand rtated dis'cussions,
.V. 


... 
l's U~1SAIII/11oliza 1rovidus 	 the following: 
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~A. REC$0OMHON1)AfION NU. 1I
4. 

1) USAIIJ/Bulizu disugru with RIG/AlT that $20,000 under 
Project 598-0625 wus committed without appropriate

piovalidution of funds. 'rho $20$000 inquestion was part of 
tite $50,000 under the Special Development Activities Fund
 
Project (505-0010). In fact, monies provided under this
 
project were used to fund special development actitivies undar 
both Pruocts 505-0010 and S98-062S. This is inconformance 
with our understanding and Interpretation that the purpose of 
both projects istoo same, i.e., to finance small, sel(-Ilelp4

Community development and village-level activities.
 

Tots understanding was confirmed with LAC/UP by telcon prior to
 
utilizing 505-0010 funds to fund additional activities under
 
fte Peace Corps Small Project Assistance Program (598-0625),

for the first time InSeptember L965, This taicon was foLlowed
 
up with 85 Belize 315O0i(ttachod as Annex 1), for LAC/GC and
 
LAC/UK, datod 9/9/85. Belize 3150 requested ad hoc authority

to approve now assistance or dmofldUmfts. Paragrraphi 4B of that 
cable contained the following statement: 'SQS-ooio SPECIAL 
DEVELOPMENT ACTiviTiES FUND)FOR BHLIZII JUNIO( SCHIOOL OF 
AGRICULTURE (aLISA): U.S. DOLS 50,000 PROVIDED) WITH ADVICEI OF 
BUDGET ALLOWANCE DATED~ 12/19/84. MISSION PLANS TO ADD U.S..
 
DOLS ISOO00 To CURRENT PASA WITH PEACE CORPS FOR BJSA. MISSION,
 
PLANS TO ADD REMINIING U.S. DOLS 2S9O00 TO SEPARATE SMALL 
PROJECT ASSisrANCH PROGRAM S98-Of,*S PASA WITH PHACH CORPS!* 
UNLESS AID/W ADVISES AGAINST ADDING MISSION FUND4 TO PROJECT 
WHICH BEGAN AS A CENTRALLY FUNDEBD PROJECT." AID/* iwroviihd ,no 
raeqe btd rodulgations in v5 STATE 248 (Annex 11). STATE' : 
ZO1548 contained no advice against adding S05-0010 funds to 
50$62,5, nor did subsequent taicons regarding end of yeur kV 
S5 obligations. 

1v........ . .... 4444........ . .' ......... 1! 11 important to note that tho USAD/BeizaController's
Office cleared doloan 3150. This demonstrates thattfi 
Controller's Office approved and was avwae of the policy of 
P4N4 I S A A C I I G ! r::~ ...............
P O!;'j"' "4" : .using 505-0010 fonds for S98-061SO Therefore, in the Reorts 

* or Puodioag Activity for i9do (sae Annex 111), the Contrullor's44 ::' UN4..'4'L A IU4. A ,'4' 1 044'.4444 . 44444.44 -..44441£4444'4 44l44A4ANST>A.'RO''~.I4CT
44 :Ai: I~ r L FUN .'4 444P 4"4 40444.4 4IC 44.4: :!i;!::II!.l4I444 44 44.44; 4" i ;ioffice advised the project officer that Projoct 500010 funds 

v lforiS ronoctsvo :pro ts obligation -- fors SOS-G0to nld/or 
*u98-0625. Due to an oversight, the sixt ae5dmet under 

$94-01LS was not stamped by ttue Controtiar's Office for funding4
AV41tllity. Navrtheless,$ funds were available to tie 
Aisoa rsfact tnch was known to the Project Office&- nA 
missioln 0anigomont fhogithu abova-ch ted pertodl iepor 

4s:uvoppofe 
 Centree r Office.-, 

http:44444.44


9f -844
44ag 

44.4 

4

T610 poIli'), Of ipplying Projec 506-Q01O fund~s to Projuc' 
598-0J6ZS was clearly reconfirmed on a LAC iBureau-wld@ basis Dy
 

listruts 	 thait "The4 

AlU/.4 in 8b SIAn.iaasi (Annex IV), wilch 
Project Fund for Peace Corp*activities wiLl henceforth
Smuall 

4 

for Peace Corps SmIlPro~jec~t 50S-0010 inIclude $5,000 	
4Projects," i.e., activitios unider Project S98-062S. 

4 

Z) Since the Mission disa roes with Section (a)of tne 
therefore, sliouldRecommendation, Section (bi is invallid and, 

also Do doluted. 	
4 

M4oreiover, a review of tie deinition of Funds Control as used
 

W i us contet refers to Management Control over the use or 
fod uuhorizistiont to unsure that: 

.u) Funds are usedi only for authorized purposes.
 

hi Funds are oconomicuhlly and efficiently used. 

do not exceed the amoi')tlObligations aiiid expenditures
4 'c) 

* 	 authorizad. 

" t) Obligation or expenditureo of smounts autnorized isnoll 
or otherwise defeorred withut Congrossiontlresorvud 

4444 	
aild ipprov&L.

'knowledge 


An anialyiis of tile above reconfirms thiat USAID/Bollzo has no 
cummittod an AdministrativeI Violationl of Fund Control 

.AIlD Handbook 19. Jfowovor, inorder to aVO idPrinc iples per of InternlI Mission Clearance,*putunti4Il viotdtiofli 

USAII)IUolizo has issued a now AdministrativO Notir'o tAnno% V)
 

tile staff 	of the importance of obtaLuiltS Contrallor'srouinding
clearanice on obligating and commitment documents, Inthe form
 

before Issuance of tile ftnal document.
 or Aiv~satto stamp, 

) Concorning section (c) of the rocommondatil USAID/11eIIO 
43 


ivands firm regarding the above analysis tnat $60,O00 less	 
4 

prioperty us041fd uCnd Project 5911-062S. Thorofor'@, thoro arr. 
1pU&S avdhibI or 11mmei4WOti-noihie $1O0OO0 its funds 1411 

U$AID/Selizo takos
dobightiOf as tile draft bugitso 
exception to thle Draft Audit Keport's use of tile Tto I'&S" 

I slid its lscussloit.tile text of itocommesidation 
4 ''1*rougo'l0ut 

Savur.4l U$AII)/Balizo officerti ropoatodi? axptaied durtng tilt 
44 	 nedit 0h"I 1t:e funds 1tindar reviews yorg from st'cteI 10oe "til 

Act ivi tlIoa Fund Project $0s-00t0$ and .not from USAID'is P114.1 
funds, SO$-OO0O. 0 vest this, fit" dscussion tinJor A. Pl,111 

ON
Mi 	 Is OVINdljltmtrl prscussc00dingwar 
i 

to~441t 44~OV~t 44444.USQWV4VS 

http:Savur.4l
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a'oa.ce Corps and #fie Natlonut Dovotojnmout PonainProject
5$-0011I. As far asspeclic caises, listoi aindor1 this suction 
.at Oto pes o~ ng:f repeating ourseLves, weoffer the folli 


*~PASA vi th t ho Peace Corps: 
Totii case, as tilscussud above*, proves. thar. the Missons 
vig Iunt W~ moni toring i ts f(uuds.

-u I'KAUHA Corporit ion Voucher iroIor Projact 505-0018: 
Mvrioreie Sanar Cntac Provisins,~ em*spciall
 

citioso 754.7003 of the AIDAR and alternate. 70 and 71. 
This clause does not require the contractor to suzbmit
 
supporting documentation for ox onses suco As travel and
 
trusrortation. per diem, or other direct costs.
 

6 iK6/beizo, Project
C S05-0014:
 

CAKHi Isan AmoricMda cwrtf ed I'VO. The AccountingSystea
and other pertinent financial records were reviewed prior

to rho co tification at rho A10/4 level. However, we 
diro, ith the KIG/A/T suggestion and a spot chock will be
 
scheduled by USAID/Bellso as suggested. 

*-CJIIU*tACS Voucher uinder Project SOS0OOS;: 

Too Contracto'r (urnislwd to the iision Vendor's invoiceto 
detailing quniy-osrpin and price for computer
oquipmi'nt and office friuuvle t$,7.(o

Anoox VI. alet 79 

11oovor, as stated Above underPRAGNA, the Contractor is 
nut required to submit suppurting documontartonfor travo4
 
And transportation as suggpstcd by the Draft Audit Report. 

flonce, M4ission requests inal part (b) of the Kecommendat I-n be 
Closed.
 

3) Its rospnun, toart (c ofFcmodainS 

1ISAIDUBeiso quastions rho intoogify and the sourcolbj for Odit 
4~~Mdviecofturas contained in this part of'-theo recommondailoo 0i 

w"Il as tabsoqueant discussion. Aiuon records raccivu (to*
#he Accousting Sfation inTogucigaipalndicato that 55aof
la/it/86 (same data as swnioned Who Urdt Audit Reourt) *Ito 
~001.1 4iulst~*indigs 6dvAlicas were, $405,ot%.65 and not $41J.,0040 

~ ~FWhilu thu, di((es'onco is not .rg@, couctusions based ont 
11or1c dat.a ro quostionabie.' (Sao MAnneaVii.) 

http:405,ot%.65
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Onort
MaeIl "ovide 11cu uC rtestsi stipport ng .,,the 	 f tile $S2-2be.... 	 as bsoint." This Sttutmuft sliiould40ML11obigatonsi 
'rho 	 reasoning inthet staent,dointod roln tilefia report. 

applied .to the entire portfolio of the Agei'cy, impitswhen 	
the Payment Verification policy, Agency evidencetht, Iprior to 

abont,rf6A.I..'s entire portfolio)
.obLigations... n 	 PoLicy StatumoIt No. ho
is that priorfinato tile Issuunco ofpoint 	 thle annual review should involve ii 

which .recomended that 
 being

randotwty selected sample, other tests were and still are 


of 	 Internal -Control, includin~glitfact, AID) systemsutilized. tests to o USID/oliecontain many evidences of 


support tJo integrityo
 

2) 'lte Draft Audit Reort incorrectly states that USAID/Belizo 

maiio d random sample and tested nine vouchers processed Juving 
-

The actual number of vouchers tested was fifty, aut 

thoe 


iY-86, 
 d o RIG/AT ws ignored in W,evidence p 

Drdft Au (.itReport.
 

1).IRCOMMENDtIIATION No. 4: 

PKAGNA

In	tile discussionI on Project SOS-00I18, regarding tile 

mad#"fil p olmY Usto o 
a3,9,the following statement Is 4Corporationl voucher fo 	 JtwaO thoanto . .. . . .A.. ...... ...... .. eroxo
wavouctiehhc 

inu~gina ap o thued tospoftfnocer votce siimplingW that tlproject ofie idntprform
paymenti, 	 implicationrequired procedures." The Iformation and 

areincorrect and not
contained n thile statement 	 to tiiecopy of tile checklist attacned 
iK:.~.Substantiated. The 	 (Susnteatvoucher is a cop? of thforil hait ,W~I'KAGflA 	 t.11.(oAccountingi Station/Tegucigalpa (rfwadng

this vouchwr.V55~thW vuery
~.Annex X.) It should be noted that 

PRAGMA under Project 50OS0018 andir~t voucher submitted by
-

other previous voucoers or checklist from which
thore were Ito 

copy.-to 

with tilepojcIt is unfortunate that 10G/AlT conctuded 
send 	extruiO implicationl "that theprjctio:suostantiated required proceditrus%." 

a ~- orficur ii not actually porform tihe 

{i7;1" -- NS :7'72!--
.77; - - ,7 7 7t ;{ 77 t77 , , ........
-- T¢ 

a - . . 
' a 4

7{;r~' 77 ' f i f~ 7!7 <i7 7c-f7;;7{ "1g ::{f { ;'{ ; ' ' ,77f7{ 

7{ $ : ->. 
;a 7 D } ; ! ' , c +7 i 7 ' f 7 t 7 t 7 - a! 



4 APPENDIX 2 
(page I CU Z) 

List of Recommendations 

.4we 

.. Recommendation No. 1 4 
We recommend that; 

a) the AID/Belize and USAID/iHonduras Controllers coordinateand notify AID/Washing ton's Office of the Controller (HIM)that a $20,000 commitment was incurred under the SmallProject Assistance Program (PoetN.58-6S ihuappropriate prevalidation or f N. 98062) itou 
h) they request the AID/Washington Controller to review the 

circmstnce, If an Agency administrativedterine
violation occurred, and Inform the AID Administrator Inaccordance with Section A9, C of AID Handbook 19, Chapter1; and 

c) AID/Belize Immediately deobligate $20 000 In funding under 

, Recommendation No. 2 
*4.8 

We recommend that the OffIce of the AID Reprsentative/sliize 
..'take.~< ' action to: 

I. ... a) hire a local citizen to fillth poion fvuceB',,' ~examiner; te .~.o 

b) review contractual agreements and ensure that vendorssubmt sufficient suppor~tin documentation with vouchers. 
4 for effective voucher review;~ and 

c)review, JustIfy. liquidate or recuperate (including
Interest earnings) $261,885 in advances that have beenoutstanding for more than 90 days.'. 
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i 4 - <.(Pa 4 so of
 

page 

Recommenda o. 3 13 Vi 

We recommend that AID/Beize: 
No 4i 4eowdto 

a), forl i e terate to project officers the provisions and 

Recmmedain No. 3-and, 

ecnuendthat projet ofiers prvl r spotdific1+++++++,+++++ln~d +,++?:++++++++++++o+ +++t) oefecafile.+++++ + + rort+/+++roectailradby sectedasaip vochr 
::,++ ++i:++ + + i+++/+:+i:++++i ++++,+/+ +++'/-+i+++++, + ++ :il ;i +!+i i~i:!i?+2iii+! ii~~i~+! !:,!documentin 44setirote vec +, therad cntanatswith paret

?+++++++++ No.++/+++Recom+tm+++end+~~ation +!+! eib+ ++i ai....... +?:i:+Yii+5++++:+ F"~'!++++ +:+:++++++ +++++++/++::I+Yntent o+f +++the AID Adm^inistrator's Pamn Impemnat ii+ !:++ ,:++++?~that AID/Deli:.:+++++++++++lel++~mN+We +,,+ ++++++,+++++++++++:recommend i~ l ;i ! ++++++++++++++ +:+++++++..... 

a)ormllyreierae.t.prjec o.fcer the, provisions and++++++ 

intent+++++o++Administrator's Iqilementation .+the++,AID+ Payment +++++++A+..+.+++.... + ++,+ ++ +++QildNo. a+nd, ++++++, ++ +++;++++++++:++++ +++++ ++./++++++++?++++++++++++ +++ +++++++/ +:+++'++ +/ / ++++oline 7; ++++/+++++ +:+ +++i+Y++ ++++,i+i ++S+; 
ensure,+++++++
project+++++++
++++b)that+++officers' approvals are,+,+++++s++pord In 

+++++++/+++?+ official+++++++++++++ ile ......++++++++++ ++.......++++++++
.... the ..... +++ project+++ ++,++++++by memoranda+++,+++++tri r+++.+ports +++++++or + +++++++ : 

thor evidencedociuentini heir contact with payees 

444++ +++,+++++++++,+ +++ +++
+++++++ +
 
4 ++++ ++!+++++++++i+++i + +++ ++ 44"+ 

+++ ' + ++ ++ ++ + + +m++ +++ + ++
/+ ++++++ + * K"

F +++ .... 

/ ,+ + + +S+ / ++++? #++++ ++ J 4 
+ + + + +++/+++ + m+ F - AFI+ 
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