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MIEMORANDUM

§ip) ;o Acting Divector, UsAID/Bolivia, Geocge A, Wachtenheim
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FROM s RTG/AZT, Cotnnads N Gothard,” Ip,

SHBIECE: didie tepor o No, P=OTE-87- 00Ny A of e Pablie Law 180,
Tiele 1 Prosram with Catholic Relief Services in Bolivia"

This report presents the results of a non-Federal andit of the Pablic Taw
IR0, Fitle 11 Provram in Bolivia operated by Catholic Reliel Services
CRSY and its local counterpart organization, Caritas-Bolivia (Caritas).
The certiticd public accomtimn Cirm of  Horwith o Horwath in Bolivi.
prepared e report, which is dated May 7, 1087,

The purpose of  this audit was  to report on (1) the Fairness of  the
comnodity  statements for  the vear ended  September 30, 1980, (2)  the
system of internal accounting controls established [or administering and
supervising  the project, and (3) compliance by MRS and Caritas with the
Faws, regalations and agre mend provisions to which they are subject in
relation to the program, i

Inthe opinion of Horwath & Horwath  the comnodity statements lairly
present the quantitics ol commoditices received  and distribited as of
September 30, 1980, except  for not being able  to determine (1) the
quantity  of inventory on-hand, (2) the amount of forcign  currency
on-haind, and (3) Cie quantity of  commodi Cies oaned to and returned Crom
oth~r cooperating sponsors. However, in their opinion, the Statement of
Cash Income and IExpenses does  not fairly present the cash position of
G5 Caritas due to inadeginte Accounting records of  anrency balances.,
Theiv stady and evaluation of (e systen ool internal cortrals Jdisclosed
steniiicant  weaknesses  prelate ! 1o madequate inventory  records,
madequate storace facilicies madequate <anervision, They atso
determine D that RSCaritas was not in compliance  with  certain
regalarions applicable 1o the Pl A, Tithe T Program, For items not
tested, nothine came (o theiv teation ihat cansel them to bhelicve that
M Les ted T tems were not in compd e,

The Horwath 5 Horwath report contains recommendietions to o improyve the
S Caritas system of internal coantrols and 11 recomaciclitions (o achieve
compliance with laws, repulations and dgrecment  terms, We believe that

these recomiendations will stanifrcantly prove  (RS/Caritas's
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wministrative and complianee weaknesses.  As 4 result,  the following
Fecommendation wilt be included in the Office of the Inspector General's
audit recommendation Follow-up system,

Recommendatton No, |

Ne o recommend  that TSATD/Bolivia obtain evidence | rom Catholic Relicef
Services  in Bolivia to  Jdemonstrate  that St bhas dmplemeated  che 9
Fecomendations Gy deprove the svslen of intdrmal controls  and Live 11
vecomendations o achieve  comliance  with laws, regulations  and
mreckient terms contonced in the Horwath & Horwath report dated May 7,
s,

Clewse advise this of Piee within 30 days of the actions planned or tuken
to daplement this recoumendation,
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Mr Coinapge N.Gothard

Regrtonal Inspector General for Audit,

.5, Apency for International Development,
Tepucipal pa, Honduras, C.A

NDear Mr. Gothard:

This report presents the results of our audit of the PI, 180,
Title 11 Program-Bolivia managed by Catholic Relief  Services -
Bolivia for the period October | » 1985 Lo September 30 , 1986 .

BAGKGROUND

GCatholic Reliof Services (CRS) is an institution that was creabed
by the United States Catholic Conference with a humanitarian
purpose. Its main objective is to help the world’s poor and ncedy

people. (GRS’ s counterpart. apfency in Bolivia is CARI'I'AS-I-B()L[VIA,
an - agency  of the Bolivian Catholic Epi scopal  Conference. The
prime« aim  of tine CRS/CARITAG Pl 480, Title 11 Supplemental
IFeeding Program in Bolivia is dircceted toward  two groups: (1)

children under six years of are that are likely to be suffering
trom PEM  (Protein cnergetic malnutri tion) and (2 ) tioubled
bersons, primarily women of child bearing ape,in poor communi ties
Lhroughout, Bolivia - To fulfill these responsibilities CRS/CARITAS
has  an organization comprised of a Central Office in La Dazx and
Repional Offi ces located throughout. the country .

According to Lheir Y’ g6 Operational DPlan CRS/CARITAG Specific
Feeding Projects for distribution of Pl 480, Title 11 commodities
for FY’86 were the following:

I. Mother-child Health (MCH)

This  propram represents a direct, food subsidy distributed Lo the
family through orpanised Mother Contors and Clubs.

The poal is Lo improve the henl Lh and nutritionn] level of  women
and their young children Lhrough promotional activiti ¢s, such as
health cducation, pProper  food preparation and  nutritional
information, income-prenerat, i ng acltivities, and basic literacy
cducation.
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Hehool Feeding (G1°)

This program is desipgned as an indi rect. food subsidy for Familics
of participating primary  school  c¢hildren. The principal
charclives  are L improve the qualily of the student.’ s diet,
decrease absentecism rom school, and clevate Lhe abili Ly of Lhe
student to Jearn Uhrouph betLer hoen Lth and nutritional habits.

S0 General Relief Assinboncee (G 1)

This  is o prencral and purely hum.mit.;n'i;}n projccl.  witLhout, any
meassurable  development. impact. The purpose is to  provide the
Fropgram  with o ready rolief capability which will be used to
mect  oxtraordinary needs of  Lhe poor in gencral. Beneficiarios
include those  enrotloed in institutions as indipgent and povarty

casen,
10 Food tor Work (IF'w)

The 1Y 1986 Operational Plan did not consider the Food for Work
P'ropram  as an activity of CRS, since Lhe expericnce  acquired

ndicated that very little has been done in this aroo, in  part
becanne this progrim does nol. really fit, within the overall ttoals
and objectives of Lhe CRS/CARLITAS Program. Howoever it was agreed

wiln USAID to include in the FY 1986 program 356 metric tons  of
commoeditics Lo be distributed to 6,000 beneficiarios.

HUMBER OF BENEFICIARES BY PROGRAM AND QUANTITY OF IFOOD PROGIRAMMED
TOCBE DISTRIBUTED DURING FISCAL YEAR 1986 AS PER OPERATIOMAL PLAN

Totl.al $11,1925

Number of Commoditics

'Y 1986 Piopram Beneficiaries Metric Tons
Mother Child Health (MCH) 23hH,124 13,402
Hchool PFoeed tnyr (BI0) 115,000 4,1h8
Fool for work (FI'W) 6,000 3ht
General Relief (GR)Y 1H, 000 1,143
1 lS),(j!)S)

AUDLT ORJECTIVES AND SCOPK

The  objective  of owar auadit was Lo perform o financial and
compliance audit, of the P, 180, Title 11 Program for tho poeriod

Coetobor i, FO8SH Lo Septomber 30 R 198¢ . Our miain task was Lo
dotermine if  funds  and/or commodilics  ware  bheing properls
aceounted  for  and used asg dirceted by the apreement.s or other
applicable propgram documents.  Our cxaminallion incloaded o shudy
and evaluation of interna! controls  over  commodibics anl

compliance with ALD repgulation and the FFood For P'oace

Aprrcement,
with Uatholic Relief Sorvi oo Bolivia.

1/



The specific functional issues addressed were whether:

1. Requi red reports were prroperly and accurately prepared and
were submitted promptly.

Adaquante accounting  was being  maintained over recceipl,,
storage,  shipment,, distribution, sale, and inspection of the
donated commodi ties, and over outreach pgrant. funds.

| Proper facililio:, exinbed or storape and handl 1t Lo enturc
ult imate distribulion of Lhe commodit. ies in ool condition.

Inland Lransportation of commoditics wasn  of fective and
Lransportatjion Companies woerce competitively seloectod.

H Commoditics woere d istributed to cligible recipients  and
beneficiaries  and were not sold or exchanpred by persons in
charpge of distributions.

£5 . Commoditics weoere distributed free to clipgible roci pients  or
as partial payment of Waten .
i Adequat.e publici Ly was given t the fact that. Lhoe commoditics

were donated or furnished by the pecople of the United States.

8. Procceoeds from sales  of containers and/or recipient.
contributions were accounted  for and used for approved
profiram cxpenses .

9. Beneficiarios qQqualificd as  eligible recipiont,s under
cstablished critoria,

10, Commoditices unfit  for human consumpt.ion wore prompt.ly
reported and disposced of by approved methods .

11, Al tosses and misuses of commoditcs wors promptly reported
f.o Lhe  AILD Mission and  to the Cooperating Sponsor’s
headquartoers in  accordance with reopalats ons; reasonable
efforts had  been made Lo pursue claims  apainast third
pPartioes; and  claims  proceeds payable Jocalty had been

deposited with Lhe United States Disbursing Officoer.

12, Adequate supervision wan boei ng provided to tLhe program.

Our  examination was  performed  in acceo rdance  with dencrally
aceepted  auditing standards and the U. G Comptrollor General’s
“Otandards For Audit. of Gove romental  Orpgranizat.ions , Programs,
Activitios, and  I'anctions” (1981 Revision) and, accordingly,
included 4 review of the system of in Lernal conlrols , Lests  of
Lransactions,  and such olLher Lests as we consideraod necessary Lo
determing: a)  whether Lhe commodity statoements of Lhe  auditod
entily  present,  fajr ly the commodi ty and financial position and
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results  of  opcrations in accordance with generally  accepted
accounting principles and b) whether the entity has complied with
the laws, repulations and agreement provisions.

The

Lk

.

scope f the work consisted of:
Ixamining the commodity statcements.

Performing o roviow and evaluation of the administrative and

accounting control system pertaining to the physical receipt,
storage, distribul.ion and use of commodities.

Keviewing  Lhe intecrnal  control system of  Cathol e Kelief
bervices related Lo Lhe physical  sa feguarding, warchousing,
contirolling and delivering of i nventories of commoditics.

Visiting the Repgional Offices of the Cooperat.iing Sponsor  in
Lthe districts of La Pas, Corocoro, Santa Cruz, Cochabamba,
Oruro,Tarija, Sucre and Potosi for the purpose of
establishing  whethor the nse and distribution of commodities
Lo recipients was in dccordance with AlD Repulation 11 and
the Operationatl Plan for FY 198¢.

LTS ol AuDLT
GCommodily Stalements

Our cxamination of the commodity statements of the PL 480,
Title IT Program-Bolivia managed by Catholic Relief Services
as of September 30, 19868 revealed that,, in our opinion, the
btatement, of Commoditios Propgrammed and l)i:'.t,ribut,(:d, the
Statement,  of Receipt. and Distribution of Commoditics and the
Statement,  of Imports aceurately, rcasonably and fairly
present. the commoditlies received and d.ist;ribut,(::d, nxcept. for
t.he following 1imi Lations in our audit scope and  deparlbures
from pencra Lly accepted Accounbing principles:

A, Due  to i nadequate invento ry records,  we were  unable Lo
sabisly  ourscelves as Lo the quanti Lty of  inventories of
commodibics as of HSeptember 30, 1986

B. Lack of accounling  records re rarding  Lhe mrchase of
? 1 h ) 3
foreign currency with funds contributed by beneficiaries
of the Propgram.

. Lack of accounting  records  and reconcilialions of

commodities loanod to and returned from othor cooperal,ing:
sponsors and institutions.

Our  examination revealed that in our opinion, Lhe Statement
of Cash Income and xpenses does not, fairly present, the cash
position of Catholic Rel ief Services as of September 30, 19886
due Lo Lhe offoct, of not keeping adcequate account.ing records
of forcipm carrency balances on hand .

’ 2
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Inlternal Controls
Our  study and evaluation of the internal control system of
the PL 480, Title I1 Propgram-Bolivia managed by Catholic
Reliof  Services reven led certain conditions as described in
our report.  which, in our opinion, result. in morce Lhan a

relatively low risk that eorrors or irregularities in
quantitices Lhat. would be materia I in relation to the
commodity  statements may oceur and not be detected within a
Limely period.  Those conditions were relataed to inadequate
inventory records, inadequate slLorape facilities and

inadequat.e supervision.,
Compliance with Aprcement, Torms

Our  examination revealed that Catholic el tef Services has
not,  complied with AID Repulation 11 regarding Lhe use  and
distribution of commodities, eligibili Lty of recipiculs and
the requirement, Lo provide adequate supervisory personnel for
Lhe efficiont speration of tLhe program in the distribut.ion of
commoditics.  Other  ins Lances  of non-compliance were also
revealed. For items not, tested, nothing came Lo our attention
Lthat. caused us Lo believe that untosted items were not in
compliance with applicable AID Regulations.

Management, Comment,s

Relevant,  comment.s by CRS/CARITAS are incorporated in  Lhi
report, .

e
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AUDET OF THE PlL 480, TITLE 11 PROGRAM-'H()LIVIA'
CATHOLLIC RELIEF SERVICES
REPORT ON "Il KXAMINATION O COMMODLTY STATWMENTS
AUDITOR’S OPINION

We  have examined the Statement. of Commodities Programmed and
Distributed by Catholic Relief Services PL 480, Title 11 Program

Bolivia for the PFiscal Year ended September 30, 1986, and the
relatoed Statement, of Receipl. and Distribution of Commodities and
the Statement of Imports for the same year. We also examined the
Statement.  of Cash  Income and Kxpenses  for the year ended
September 30, 1986.  Our examination was made in accordance with
senerally accepted auditing standards and the U.S. Comptroller
General’s  "Standards for Audit of Governmenta I Orpganizations s
Programs, Activities and Jrunctions” (1981 Revision) and

accordingly, included such tests of the acecounting records and
such  other auditing procedures as we considered necessary in the
circumstances, except. for the limitations explained in  the
following paragraphs.

Due  to inadequate inventory records,  we were unable Lo saListy
ourselves as Lo the quantity of the inventories of commodities as
of September 30, 1986

As explained in Note B - 9, Catholic Relief Services has creatoed
an' Fconomic Reserve which is managed by their Regional  Offices.
Buch  rescerves  are  shown in the Statement of Cash  lncome and
Expenses  as an expense for tLhe amount in Bolivian pesos used  to
mirchase foreipn currency at. the historie rate of exchange.

W could nol determine the total amount of foreign currency  on
hand as of Septembor 30, 198¢ . No formal accounting rccords arc
maintained of foreign  currency transactions al.  tLhe Reprional
Offices and the National Of fice does nol. control or consolidate
such balances.

As  explained in - Note B - 3, the  Statemenit  of Hoceipl,  and
Distribution of Commodilics as of Heptember 30, 1986 includes
other receipls and other deliveries, which accounts for
quantibtics  of  commoditbios loaned to and  returned from othoer
cooperaling sponsors and insti tut.ions. We wern unable to satisfly

onrselves  as Lo quantilios of commodi tios loancd and returned,
because  no  formal accounting records  are  maintai nced  and  no
reconciliations  of accountbs :re made with the othor apgoencies and
institutions. We did not roce ive confirmat.ion of such quantilies

of commoditios Loanod Lo and returned from the other agrencies and
institut ions
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In our opinion, excepl for the effect of the matters described in
the above paragraphs, the Statement of Commodities Programmed and
Dist.ributed, the Statement of Receipt, and  Di st.ribution of
Commodities, and  the Statement, of Imports for the Iiscal Year
anded  September 30, 1986 present.  accu ratcely, rcasonably and
fairly commoditics received and distributed under the Pl 480,
Title 1L Propgram Bolivia by Catholic Relief Servicoes.

o our  opiaion, duc Lo Lhe of Jocl of nol.  keeping  adequate
accounting  records  of foroei rnocurrency  balances  on hand , asn
cexplained  in Lhe above parapgraph, the Statement. of Cash Income
and  xpenses  does  not. present. fairly the cash position of
Catholic Relicf Sorvices as of September 30, 1986 .

May 7, 19487

HORWATH & HORWA'TH BOLLVIA



STATEMENT OF
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CATHOLIC

oF

RELIEE SHRVICES

COMMODITIES

RECEIPT AND DISTRIBUTION

FISCAL YEAR ENLCED SEPTEMBER 30, 1986
(Expressed in Metric Tons)
(Note 3A)
theat Corn
Milk Flour Flour Rice Bulgur 0il cait Oats Ientil Total
Begining Inventory as of october 1, 1985 1,244 1,044 165 45 2,766 750 15 10 19 6,038
AZd Receipts:
Imports (Note B-1) 3,331 6,963 6,568 1,484 3,974 22,320
Others (Note B-3) 40 174 1 42 8 _ . 265
Total 4,615 8.181 165 46 9,376 2,242 3,939 10 19 28,643
less Deliveries:
Distribution to beneficiaries
(Note B-2) 3,321 3,973 165 41 6,053 1,608 2,875 9 19 18,064
Shrinkage 1 1
Others (Note B-3) 20 82 1 163 6 . . 272
Total Inventory reported, September
30, 1986 1,273 4,126 4 3,160 628 1,114 1 . 10,306

See notes to commodity statements




PL, 480 TITLE TT1 PROGRAM - BOLIVIA
CATHOLIC RELIEF SERVICES
STATEMENT OF COMMODITIES PROGRAMMED AND DISTRIBUTED
YEAR ENDED SEPTEMBER 30, 1986
(Expressed in Metric Tons)

(Note B-2)

PROGRAMM; Y DISTRIBUTED
Number of Conmodities Number of  Cammoditi cs
PROGRAM Recipients ~ M.T.  Recipients M.T.
Mother Child 235,125 13,402 211,064 12,209
Pre-school Feeding 393 18
Other child 2,321 155
School Feeding 115,000 4,158 108,793 3,117
Feaorl for Work 6,000 356 16,360 1,189
Acult Institutions _}éiggg _lilﬂg_ 21,294 1,237
Sub-totals 3211322 19,059 __Zﬁg_,_?é_’: 17,925

Loke Titicaca Rehabilitation
and Focd for Work 139

Sce notes to camnodity statements



PI, 480 TITLE II DPROGRAM -- BOLIVIA
CATHOLIC RELIEF SERVICES
STATEMENT OF IMPORTS
YEAR ENDED SEPTEMBER 30, 1986
(Expressed in Metric Tons)

(Note B-1)

Lost in
Quantity Quantity  Products sea transit tity
Conmodity progqrammed  shipped  in transit and delivery received
Milk 3,529 3,057 331 12 2,713
theat flour 4,868 4,264 101 75 4,089
Bulqur 4,868 4,473 34 4,440
01l 1,585 1,208 58 18 1,132
C.S.M, 4,209 4,396 . 367 55 3,973
19,059 17,398 857 194 16,347
Fmergency 1,907 5,994 1,822 35 4,l§§
Sub-total 20,966 23,392 2,679 229 20,485
Shipmopts co-
rresponding to
FY 1985 1,835
22,320

S52e notes to commadity  statements
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PL 480 TITLE [l PROGRAM - BOLIVTIA
CATHOLIC RELIEF SERVICES
STATEMENT OF CASE INCOME AND EXPENSES
FFROM JANUARY 1, 1986 TO SEPTEMBER 30, 1986

(Expressed in millions of Bolivian pesos)

(Note B-6)

Reainning cash balance as of Janumy 1, 1986 96,276
Plus Income: (Note B=5)
- Sale of Containers 212,339

Cash Contributions 784,729

Regional Office Remittances (Note B-7) 128,953 1,126,021

1,222,297

less Expenses: (Note B-5)

Personnel Service 228,745

Personnel Expenscs 442,933

Other Services 62,666

Fixed Assets 57,613

Fconomic Reserve 13,426 805,383
Ending cash balance as of September 30, 1986 416,914

See notes to commodity statements

11



AUDLT OF THE PL 480  TITLF 11 PROGRAM-BOLIVIA
CATHOLIC RELIEF SERVICES
NOTES TO COMMODLTY STATEMENTS

FISCAL YEAR ENDED SEPTEMBER 30, 1986

CONSOLIDATION

The consolidated CRS Commodity Statements are prepared from
the Movement and Distribution of Commodities and Cash Income

and  Expense reports submitted by the following Regional
Offices:

La Paz
Corocoro
Oruro
Cochabamba
Santa Crus
Sucre
Potosi
Beni
Tarija

The Consolidated Commodity Statements include +tihe Regular

Program, +the Urban Program and the special one for Lake
Titicaca.

RECORDING PROCEDURES AND ACCOUNTING POLIGCIES

1. Imports

During fiscal Year 1986, 29 shipments composed of 20,485
metric tons of commoditics were received from the PL 480,
Title 1I Propgram, and 8 shipments composed of 1,83 metric
tons corresponded to fiscal year 198h. The  recording
procedure originates in each porl. of entry according to
carpgo manifest.. The unit of weight usced for reporting
purposes is net kilos. A summary report. of deliveries to
warchouses is prepared on a monthly basis.

The difference between tLhe anount, of commoditics shipped
and received of 2,908 M.T. is the following: 2,679 M.I'. of
commoditics woere received after September 30, 1986 and 228
M.T. of commoditics were lost in transit. from port of
origin to destination.
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Distribution Lo beneliciarios

In  accordance Lo ALD Regulation 11, Paragraph 211.% ()
Kligibility Criteria, CRS/CARITAS determines the
cligibility of approved programs. Distributions Lo
beneliciaries are accomplished every month according to
rations approved by CRS.

OLther receipts and deliveries of commodil.ies

These  represent, loans to othoer cooperating agencies and
inslLitutiions. The recording system is cammulative. A
rcturn  of  commodities does not cancel the recording of
Lhat. loan.

Phyvsical inventories

The procedure uscd for physical conlrol of inventories is
based on the first-in-{irst-out system.

Use of funds preneratod from contributions and sales of
conf.ainers .

CRS/CARITAS  Bolivia receives income from payments and
cont.ribut.ions by beneficiaries  and  rom sales ol
conttatners. These  funds  are used Lo carry out the
objectives  of  Lhe program by covering the costs of Lhe
program, including transportal.ion, storagce, improvement of
storapge facililics, constbruct.ion of warchousos, handLing,
control of insects and rodents,  repacking  of spoiled
commoditices, paymaent.s Lo local personnel  and  other
authorized expenses.

SLatement of Cash Income and Fxpenses

The  Cash Income and Expenses Statement is prepared on o

cash  basis. Each Regional Office has  a budget. and
allotment.  conlrol ledgor. The  annual report. of cash
income and expenses s prepared for  Lhoe calendar  year
January 1, Lo December 31. The F.Y. 1986 cash  report,
includes  only the 9 months from January I, Lo Septl.ember
30, 1986 because the cash balance as of Qctobor 1, 1985

was not available at the btime this report, was Luasued.

Funds remittod by Repaonal Offices

As much as b percent,  of thae conltributions of
beneficiaries Lo Lhe Reprional Offices are sent monthiy to
the National Office. These funds are used for operatbing

cxpenses of the propram.

13
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8. Iconomic Reserves
In order to maintain the purchasing power of +the local
currency, the Regional Offices have created a reserve in

foreign currency, which is recorded at the exchange rate
at the date of a transaction

6. IMPORTS

Commodities received as imports during F.Y. 1986 were as
follows:

PRODUCTS /Metric Tons

Points of Powdered Wheat Soya
Entry Milk Flour Bulgur CsM 011 Total
La Paz 1,004 1,700 1,571 1,399 410 6,084
Cochabamba 536 840 932 703 176 3,187
Oruro 241 503 747 475 104 2,070
Santa Cruz 372 638 665 458 177 2,310
Potosi 175 250 276 167 75 943
Sucre 282 407 361 381 138 1,569
Tarija 212 274 317 204 82 1,089
Beni 131 216 355 186 42 930
2,953 4,828 5,224 3,973 1,204 18,182

Lake Titicaca rchabilitation and urban food for
work programs 4,138

320

(1%
~

"

¢
{
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D. OTHEK RECEIPTS AND DELIVERIES

The distribution of these items were as follows:

Receipts Deliveries

Institutions M.T "MUT,
SNDC 62 52
ADRA OFASA 137 123
CRUZ RQJA 8
DASE 2
CFMUR 20 20
Foundation Against hnger 41 59
Others 5 _ 8

265 272

. DISTRIBUTION TO BENEFICIARLES

The distribution of food Lo beneficiaries during fiscal ycar
1986 were as follows:

Number of Total quantity of
Centers or Nunber of Comindities Distribu-

PROGRAMS Institutions Beneficiaries ted (MI)
Mother-child 2,656 211,064 12,209
School feeling 1,477 108,793 3,117
Foxl for work 110 16, 360 1,189
Feod for pre-school 4 393 18
Other children 20 2,321 155
Adult Institutions 203 21,294 4,237
4,476 360,225 17,925

Lake Titicaca rehabilitation and urban food for

WOrk proqgram 139
18,064



.o PHYSTCAL [NVENTORY

The  physical  inventories

s

repional office woere follows:

PHYS TCAL

of

September

INVENTORY

YEAR ENDED SEPTEMBER 30, 1986

in Metric Tons)

(Expresse

RESTOUAL OFFICTES

Ia Pax

Corororo

oo

Cochabanba

Santa Cruz

Sucre

roton s

tond

Tarija

Fhysical inventory as of
Septenbor 30, 1986

Iake rehabilitation and urban
ol for work program

The final inventory at. Scptoember 30,

commoditiaes .

The 32.90 M.T. of
the above chart

In gocd

Cor

1d_itipn

2,257

110
969

1,216

16

435

568

2506
33.3

transit,.

Cammodities
Inadequate
for Human
Consunpt ion

16.16

8.8
1.4

1986 was
The difference botwaen physical and kardex wasg 2
MT. of commoditios lost in

authorization.

30, 1986, by

10,306 M.T. of

commoditics unfit for human consumpt.ion on

correponds Lo the repular pro¢gram, and woere
in transit waiting for off icial
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i.  CHART OF ASSTIGNED RATIONS BY PROGRAM

The c¢hart of Assigned Rations by program approved for fiscal
year 1986 by CRS was as follows:

COMMODITIES (in kg)

FPawdered
PROGRAM Milk Flour CSM  Bulgur  0i1  Total
P 0.90 1.20 1.00 1.20 0.495 1.7
I 0.0 1,20 1,00 1..'0 0,22 d.42
H 1.50 1.50 1.50 0.45 4.95
A-C 0.90 1.50 2.00 1.50 0.45 6.35

H CONTRIBUTIONS FROM BENEFICIARIES AND OTHERS

The following chart shows contributions made by eligible
beneficiaries for fiscal year 1986.

Cost per ratinn

Urban Areca Rural Area
PROGRI s %
Mother-child 400,000 400,000
600,000
Scheol feeding 500,000
300,000

17



I, REMITTANCES FROM REGLONAIL OFKFICES

15% of Total contri-

Regional butions from Benefi-
Offices cilaries
La Paz 50,172
Cochabania 20,124
Oruro 11,186
Santa Cruz 10,615
Sucre 11,427
Potosi 8,826
Tarija 8,695
Beni 7,908
128,953

J. ENDING CASH BALANCE

The ending cash  balance for each Regional Office and the
National Office as of September 30, 1986 is as follows:
(In millons of Bolivian pesos)

Deposits in Deposits in

Fegicnal checkina Account Savings Account

Dffice L (1) (2) Total
la Paz 157,263 28,164 185,427
ochabamba 18,222 3,543 21,765
Jruro 42,955 11,010 53,965
Santa Cruz 22,089 24,269 46,358
Sucre 27,631 7,885 35,516
Potosi 5,388 4,349 9,737
Tarija 19,383 8,386 27,769
Jeni 3,685 4,064 7,749
National Office 28,628 _<8,628

(1) Corresponds to deposits of contributions by beneficiarics.
(2)  Corresponds to deposits from sales of empty containers.
18



MANAGEMENT COMMENTS

See appendix |
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HORWATH & HORWATH (BOLIVIA) LTDA

LA PAS HOLIVIA

AUDIT OF 'PHE PL 480 TITLE {1 PROGRAM BOLLIVIA
CATHOLIC RELLER SERVICES
REPORT ON INTEKNAL CONTROL SYSTEM

AUDTTOR'S OVERALL OPINION

In relation to the examination of Lhe Commodity Statements of tLhe
PL 480, Title 11 Program-Bolivia managed by Catholic Relief

Coervices for the fisenl yoar cnded September 30, 1986, we  have
pertormed a4 study  and  evaluation of the system  of  1nternal
control over commoditics.  Our study and ovaluation was performed
tn accordance  with  Lhe "Standards for Audit.  of Governmental
Crintrations, Programs, Aclivities and  Functions” (1981
revinion)., According Lo the Fiscal Year 1988 Opceration Plan, GRS

wan o responsible for the distribution of 19,059 Metric Tons of
donated  commodities under  Lhe Pl 480, Title 11 Propram in
Bolivia. Our study included the evaluation of procedurcs used to
dceount for the arrival,  storape, shipment and distribution of
these donated commodities; warchouse facilities for storapge and
nandlbing; and supervision ove. Lho Program.

Catholic Relief  Services (CRY)Y  and  its  local countoerpart,
(CARITAS BOLIVIA) are responsible for establishing and
maintaining  a  system of internal accounting  control for this
pProstram In fulfilling this responsibility, esbimates  and
Judgements by Lhe directors are required Lo asscess Lhe expaectad
bencfits and related costs of conbro I procedurc:, The objectivaen
“f a system are Lo provide reasonable, but notabsolute, assurancoe
that commoditics are saforraaracd against. loss from unauthorizoed

nse or disposition, and  thal  transactions arce exccubted in
acceordance  with applicable repulations,  and authorizations  and
are  recorded  properly  to permit the rrepavation  of  commodity
stat ement. s,

Because of inherent, limitations  in any system of internal
accounting control,  orrors or i rrepgularitios  wmay  nevertheless
occur and net, be detectad. Also, projection of any cevaluation of

Lhe  system Lo fubure  periods  is subject Lo the risk that
procedures may become inadeqguabe because of changes in conditions
ar thalt  Lhe  depgree  of comnpliance  with  the procedures may
deteriorate,
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Our study and evaluation of tLhe internal controls of CRS detectaoad
sipnificant.  weaknesses which  are described in the following
PaPes . The main weaknesses detected were related to  inadequate
inventory records, inadequate storage facilities and lack of
adequabte supervision over Lhoe distribution of commodities. These
woaknesses, in our opinion, result in more Lhan a relatively low
risk  thal. errors or irrepgularitics in quantitices that would be
material  in relation Le the commodity statements may occur and
not. be detected within a timely period.

May 1, 1987

HORWATH & HORWATH HOLIVIA
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ACCOUNT ING AND ADMINISTRATIVE SYSTIM
Undeposited Cash Receipts
Condition:

Cash receipts from sales of containers and recipient. of
contributions in the Regional Offices of Santa Cruz, Sucre,
and  Potosi had not. been deposited in the  bank by the
following day. Some deposits were delayed up to b days.

Criteria:

Sound internal  control practices call for bank depesits  of
all cash receipts to be made by the day following collection.

Cousoe:

A. The Apency’s cashier did not, have sufficient Lime Lo make
daily deposils.

B. Santa  Crux  Suppliers did not always accept. payment.s by
check, tLherefore the Regional Office utilized cash to make
such payment.s .

Bffect,:

The Regional Offices were not, following good internal control
practices , and thercfore there was a risk of  having
unauthorized transactions.

Recommendation:

USAID/Bolivia shontd require CRS/CARITAS  to  increase  the
petty cash fund for urpgent purchases. All daily cash receipts
shouid be deposited in full in the bank account, by the day
following collacLion.,

N
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Inaceurate Accountl, Balances of Foreign Currency Funds

Condition:

Foreign currency funds which woere received from beneficiaries
and contributors, from sales of empty containers, and from
other sources were not converted at. the current exchange rate
for rceording  purposes  in Lhe accounting ledgers of the
Hanta Cruz, Sucre and Tarija Regional Offices. Also as of the
date of Lhis report intorost accrued up to September 30, 1986
in the Santa  Cruw Forcipgn  Bank  Account had not been
recorded

Criteria

For accounting purposcs Foreipn fund balances in cash and in
forcipgn bank accounts should bo converted into Bolivian pesos
At the rate of exchange in offoct ot the close of business.

Cause:

CRS/CARITAS Headguarters had nol. issuced clear repulations or
instruct.ions concerning this matber.

Eftfcet,:

Accounting  records in Bolivian pesos did not. show actual
balances for foreign currency on hand and in bank accounts.
Therefore Lhe accounti ny records were notl. aceurate.

Recommendation:

USAID/Bolivia should recquire the CRS/CARLITAS Repgional Officos
Lo convert, foreipgn cash on hand and in  bank balances at, the
exchange  rate in offect at Lhe close of  business. Also
interest income should be recorded when accerued.



Foroign Curroncy Funds nol Properly Utilizod
Condition:
Forcipn currency funds were not adequately used or recorded:

A. In the Regional Office of Tarija, a voucher for $US 6,000
delivered to the National Director was unaccounted for.

B. The Oruro Regional Office delivered $0S. 5,300 on April 17
and June 11, 1985 to the National Office. Also, $US 11,000
were  delivered to thoe Bishop Office to be deposited in  a

foreipgn bank account. However as of the date of this
report, the program operalbions for which the funds were to
be used had not been arried out, . Return of these funds

was being requested.

C. According to the records on the date of our visit to the
Corocoro Regrional Office, there were approximately 309
53,000 under the personal custody of the Director, who was
nol present when we made our cash count.

Criteria:

Im accordance with AILD Repgulation 11, Paragraph 211.5% (i)
funds received by Cooperating Sponsors shall be used for
payment, of program costs. All of the available funds should
be deposited in a special  bank account.

Causco:

The  foreign currency funds were Lo be used Lo maintain the
purchasing  power of  avai lable funds,  but instead were  notl,
ubilized.

Effeoot:

The institution had ligquidity problems, but the foreign
currency  were not being uscoed properly for payment . f Progriam
costs.

Recommendat.ion:

USAID/Bolivia should require  CRS/CARITAS Headquarters o
require  the Regional Offices Lo utbilize foreign currency
funds fer payment of progiram costs.  Also all available funds
should be deposited in a special bank account. .
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Organizational and Funct,ional Wes knes:

i
10

Condition:

A. The duties and functions of employees were not specified
in written form. Presently, supersivory work is carried
out by promoters, personnel in charge of programs, outside
institutions and other employees, who should not perform
specific  supervisory work. There were no function and
responsibility manuals for use by personnel.

B. The commodity distribution form (5G~-3):

1. In Sucre and Tarija it was prepared and  approved by
the wame poersnon The same porson wan also in charpro of
Lhe cash seclion .

2. In Potosi, it was reviewed by the execcutive scecretary

who devoted most of her time to this function.

3. In Cochabamba, Lt was  not  filed in corrcct.
chronological order due to the fact tLhat some payment,s
are made later. Also Program H-2 receceiphs were noboed

on  loose shects and not. rcecorded on official receipl,
forms. The accounting for cash income and CXPCNSCHs was
also on lLoose sheots.

4. In  Tarija, there was no correlativity in the use  of
receipt. forms. This made it difficult to follow-up
the movement of commodities. The four decimals were

not used in the preparation of receipt forms.

[ $al

In La Pan, the head of the program did not. review the
5G-3 forms.

Criteria:
According to sound internal control procedures an

administrative manual should be prepared describing the
operations  and procedures of each department. and the duties

of personnel in each department. This manual should define
authority and responsibility lines, segrepgation of duties and
Lraining of personnel . The manual would act as a guide for

detection of any deviations from normal work patterns  and
would permit corrections, if needed.

Cause:

CRS/CARITAS did nol have an administrative manual describing
the  functions and operations of each department., duties of

personnel, and authority and responsibility  lLines in
accordance with sound internal control procedures .



i1 Foct,:

There was an inadequate internal administrative control
system which resulted in risks of undetected errors and
unauthorized transactions.

Recommendation:

USAID/Bolivia should require the National Office of
CRS/CARITAS  in conjuction with the regional representatives

t.o ecslablish an  administrative manual describing the
functions and operations for the entire organizalion, since
information coming  from different Regional Offices is

consolidated in the National Office.



Accounting Records and Reporls

Condition:

Records maintained by the Cooperating Sponsor did not,
accurately  reflect all transacltions pertaining to rceceipt,,
storage, distribution and inspection of commodities.

Conditions observed were the following:

A

D.

1.

I

CRS/CARITAS Headquarters did not maintain an independent,
rccord Lo control receipt and distribution of commodities
of all of Lheir Regional Offices. The consolidated
reports  were prepared based on report.s submitted by  the
Regional Offices.

CRE/CARTTIAG Headguartors did not make a  caroful reviow
of  supporting docomoent, of monLhly reports submif Led by
the  Repional  Offices. Somes receipts and dold iveries ot
commodiliecs montioned  in the monthly  reports  of Lhe
Repional Offices  of Cochabamba and  Corocoro did not.
correspond Lo Lhe corroct, monthly Lransactions, however
Lhis was not. detected by Lhe National Office.

Consolidated reports of commodi Lics wore preparcd  aftoer
Lwo months delay. Since deficiencies were nol, detected,
no follow up actions were made .

The compub,erised systoem of commodilics movement,
implementoed by the National Of fice was not, yet, fully
operational .

1. Form RE 40 desipned for inventory control of Reyrional
warchouses did not Gontain a balance column.

2. lustruct.ions were issuced Lo tLhe Repional Offices Lo
discontinue mannal tardex conbrol of their warchouses

before the National Office had fully implemented  tLhe
computerized system.

The Sucre Hepgional  Office did not, usce bin cards as  a
control mecharism Lo allow follow-up on receipls, sLorage
and distribution of commoditios. There wore no  records
for emplLy  containers or damaypred commoditiors . The
exccutive  sceretary  did not. adeyuabeiy  supervise the
preparation of reporhs by oach department, .

Cash income and expense Lransactions wore noi, sdeguately
processed and recordeoed:

1. In  Lhe Cochabamba Repional Office,  acerued inLerest,
for their savi nils account, was nol, bei ng recorded  in
Lhe accounbting  lodpors. The  bank  book  for the
checking aceount, was nolt. kept, current., as of December
2, 1986, Transactions  were only  recorded up Lo

Febriuary 1986,

N
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2.

3.

4.

5.

In the Tarija Regional Office receipt. forms issued
for petty cash expenses were not numbered. We also
found unrefunded cash receipts corresponding to
October and November 1986, notwithstanding the fact
that the last dolivery of funds for petty cash was
made in December 1986.

In the Regional Office of La Paz, +there were no
copies of deposit receipts of the checking and
savings accounts. Checks issued were not recorded in
4 correlative manner in the bank book. Vouchers for
cash payments were not numbered.

In Corocoro, checks were issued in no specific name
to buy dollars from the rarallel market,. Therefore,
the payment vouchers were not signed by the payce.

Im Potosi, no bank book rogister was kept to control
deposits,  checks issued, and transfers of funds that,
might. occur. Also, bank reconciliations were not
prepared. No surprise counts of cash were carried out
by the Regional Office.

In the Headquarters Office we observed that.:

1.

2.

1.

5.

6.

The accounting section carried out the consolidation
of income and expenses based on reports submitted by
Regional Offices. In  some cases consolidation was
made without reviewing the documents supporting the
movement of fTunds.

The bank reconciliations of the Regional Offices were
not reviewed.

Consolidated reports were signed without. a careful
review of +the statements. Duering our review, we
detect.ed some errors.,

The chart, of accounts  was  not  completo. Some
account,s were lackings and some transactltions
improperly posted. For instance, contributions made

by beneficiaries should be posted to a special
account. and not to the global income account..

There was no uniform informationwproccdurc, at.  cach
Regional Office, to disclose the movement of income
and expenscs,  which would allow the National Office
an adequat.c consolidation.

The information scont by cach Regional Office was

late, therefore consolidation wag carried out with
delays of two to three monthes,
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Criteria:

A In  accordance with AID Regulation 11, Paragraph 211.10 (a)
the Cooperating Sponsor shall maintain records and document,s
in a manner which will accurately reflect all transactions
pertaining to the receipt, storage, distribution, sale and
inspection of commodities.

B. An adequate system of internal controls requires correct
uszage  of accounting forms and documents. Adequate records
and controls must be maintained for proper administration of
the Program.

Causco:

A.  Reduced personnel assigned and large movements of documents
does not permit adequate control.

B. The Regional Office sends the documents after excessive
delay.
C. No parallel register was programmed, (computerized or manual)

to control warchouse opcerat.ions until there was a definitive
computer system workinfs .

D.  According to personnel of the Sucre Office, the lack of bin
cards and records was due to the fact that no instructions
had been received from the National Office requiring them to
tollow these procedures. Also they stated that there were
insufficient, personnel to comply with thesae requirements .

K. The National Offjce was not able to make a detailed review of
reports and documents sent by Reggional Offices. There was
insufficient and inadequate personnel  to perform these
functions. The Regional Offices did not send reports to the
National Office promptly.

Kffeot,:

A. Reports sent by the Regional Offices did not. allow the

National Office to make reconciliations and to follow-up
in a timely manncr.

B.  The documents were nol. reviewed adequately.

G.  The National Office did not have current. information at any

iven  date repfarding the compliance of the program and to be
able Lo take nceceessary aclions.

D. There wore inadequate controls over the receipt, storage and
distribution of commodibics and over empty  containers  and
damapged commod it 5.

-
.
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The Consolidatod Income and Kxpense Statemant, was preparad
without. an adequate analysis and evaluation of itsg cont.ent. .
These statements were not accurately prepared or on time,
therefore they were not useful for executive decisions.

Recommendation:

USAID/Bolivia should recquire:

A.

B.

o

The CRS/CARITAS National Office to implement a system at the
national level to have better control over the movement of
commodities. Such  system should be independent from the
Regional Offices.

The Nat.ional Office to carry out more detailed reviews of
documents and to demand from the Regional Offices compliance
with instructions regarding delivery of documents in a timely
manncr. Periodic evaluations must be carried out for better
control of rations assigned and over the number of
beneficiaries programmed by each Regional Office.

CRS/CARITAS  to require the Regional Offices to keep their
kardex records in manual form and in a parallel manner until
the information provided by the computer system is reliable.

CRG/CARITAS to issue instructions to all Regional Offices to
comply with AID Repulation 11, 211.10. All necessary
documents and records should be maintained for a period of 3
years.

The CRS/CARITAS National Office to carry out detailed and
careful reviews of reports and documents submitted by the
Regional Offices before issuing the consolidated financial
statements.
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STORAGE AND HANDLING SYSTEM

Condition:

A. 1n Santa Cruz, La Paz, Oruro and Tarija, records and
files of commodity arrivals were incomplete. We couldn’t
find supporting documents of commodity shipments from
port of entry to the Repional Offices, 1. e. invoices,
bills of lading, survey reports and custom house cargo
manifests. All  of the copies of supporting documents
were sent to custom house offices. There was a delay in
obtaining custom duties clearances of more than one year.

B. In Potosi no current files were maintained of packing
lists (PL) where receipt, of products is detailed. It was
determined that for PL 1055 dated August. 9, 1985, +the
entry of 1,519 units was not registered.

Criteria:

In accordance with AID Repgulation 11, Paragraph 211.10 the
Cooperating Sponsor’s records and documents shall accurately
reflect all transactions pertaining to receipt, storage, dis-
tribution, sale and inspection of commodities.

Cause:

CRS/CARITAS Regional Offices had not been adequately informed
by National Office headquarters concerning their duties to
keep complete records of commodity shipments.

Effect:

It was not possible to determine if the accounting records of
the Regional Offices were rcasonable, due to the lack of
supporting documents.

Recommendation:

USAID/Bolivia should require CRS/CARITAS Regional Offices +to
maintain a commodity shipping file of alil document.s
pertaining to each shipment. CRS/CARITAS Headquarters should
establish an adequate filing system to keep complete records
of commodity shipments for their Regional Offices.
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Deficiencies in the Inventory Records and Physical Counts

Condition:

Records maintained by the Cooperating Sponsor did not
accurately reflect transactions relating to inventories of
commodities. The following conditions were observed:

A. In the Regional Offices of Cochabamba and Santa Cruz,
inventory records were corrected by hand and showed blots
and erasure changes .

B. In Corocoro, the physical inventory as of September 30,
1986 did not agree with what was reported in the 5G-1
form for that month, because  the form included
transactions of commodities that arrived and were
delivered in November 1986, two months later.

G. In Santa  Cruaz, corrections  were made in an original
document, showing delivery of commodit.ies, but. such
corrections were nol. made in the other copy of the
document which was uscd for posting to the inventory

records.

D. In our physical counts at the Sucre Regional Office, we
found a shortage of oil. Commodities were loaned without
authorization and corresponding  recording in t.he

inventory records.

E. In Cochabamba » we determined that 20 bapgs of flour were
missing and there werc 3 cxcess boxes of milk. These
discrepancies originated in November 1985 and March 1986
respectively. The National Office was not informed in

the monthly reports about these differences.

F. In our physical counts at the Regional Office of La Paz
it was determined that there was a loss of 221 packages
of milk. Also records of empty containers were not kept.
The warchouse did not have adequate security facilities
and products of other institutions, such as E.N.A. and
the Custom Office, were stored there. In the same
warchouse, products for the emergency program were
stored. In one of the deposits in the warchouse products
in bad condition, empty containers and products unfit for
human consumption wero stored.

G. In Oruro, 30 drums of o0il were loaned during 1985 and
1986 without being documented; and as of this date
(December 18, 1986) they have not  been returned.

H. Inventory records were  not. kept up to date in the

Cochabamba, Tarija, Lia Paz, Oruro and Corocoro
warchouses .



I. In Cochabamba, postings in the inventory kardex showed
different. balances from one month to the nexi., i.e. the
closing balances of August, September and October were
different. from the opening balances rosted for the next

month. At the end of each month, amounts recorded as
losses of food and transfers to other storage warehouses
were not referenced to supporting documents or dated.

Postings in the inventory records were made for one or
two days of activity instead of by each individual
receipt form. Postings were made for commodities which
did not. leave the warchouse.

J. Several copies of receipt documents in the Regional
Office of Santa Cruz did not have the signatures to
support. receipt, by the distribution centers of
commodities delivered. Receipt documents were  prepared
in advance and filed according +to delivery of
commodities. Sometimes the representatives from the

distribution centers did not arrive on time to pick up

the commodities; in the meantime the document was held
pending

Criteria:

According 1o sound internal control procedures, accounting
and inventory records of the Regional Offices should be kept,
in good order and up to date. Physical inventories should be
compared with inventory records o determine necessary
adjustments and to prepare reliable reports.

Cause:

A. The CRS/CARITAS National Office did not issue clear
instructions to its Regional Offices regarding how to
keep adequate inventory records.

B.  Some of these Regional Of fices were not well organized.
C. The new form used in the Regional Offices to record and

control inventories did not have a balance column.

Effect:

A. The National Office did not receive adequate and up to
date information on inventories of commodities.

B. Inadequate control of commodities did not. permit
verification of physical inventory counts and quantities

of damages and losses.

Recommendation:

USAID/Bolivia should require the CRS/CARITAS National Office
Lo establish adequat.e accounting procedures in order to
improve inventory records for the entire organizat,ion.
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3.

I'nadequate Sloraga Conditions
Condition:

The Cooperating Sponsor did not reclease  commodities from
warehouses on a first-in-first-out basis. In some of the
Regional Offices we found that commodities were not
adequately stacked.

A. In the Santivafiez Center of the Regional Office of
Cochabamba, st.orage conditions for commodities were very
poor. Therefore, we couild not establish the quantity of

commodities damaged.

B. 1In the distribution centers of La Paz, Corocoro, and
Oruro, there were inadequate storage conditions.

C. 1In Corocoro, no bin-cards for control of commodity stocks
existed, therefore we could not establish if commodities
were delivered on a first-in-first-out basis.

D. In Potosi, commodities were stacked inadequately, without
sufficient space between stacks.

Criteria:

In accordance with AID Regulation 11, 211.7 (c¢) the
Cooperating Sponsor shall be responsible for the maintenance
of commodities in such manner as to assure distribution of
commodities in good condition to recipient. agencies or
eligible recipients.

Cause:

Inadequate utilization of funding resources of the
institution did not permit the Regional Offices to maintain
adcequate storage facilities. Also, there was a lack of

capable supervisory personnel.

Effect:
A.  Large Undetermined quantities of commodities were damaged
in the Santivanez Distribution Center of the Regional

Office of Cochabamba.

B. There were undetermined quantities of commodities damaged
in storage in the Distribution Centers of La Paz,
Corocoro, Oruro and Potosi .

Recommendation:

USAID/Bolivia should require the CRS/CARITAS National Office
to establish adequate  procedures for +the maintenance of
commodities to assure distribution in good condition in
accordance with AID Repgulation 11, 211.7 (c).
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1. Bvaluation of | nternal Controls OQvar Port Handling Facilitios

Total PL 480, Title 11 commodities requested by CRS/CARITAS
for fiscal year 1986 weroe 23,268 metric tons, of which 17,291
metric tons were for the Regular Program, 3,000 metric tons
were for the Titicaca Lake Emercency Program and 2,977 metric

tons were for the Urban Food for Work Program. 23,392 metric
tons of PL 480, Title II commodities were actually shipped
from the U.9. to the points of entry. 20,485 metric tons
were rcceived up to September 30, 1986 and 2,679 were in
Lransit.. Total losses in transit amounted to 228 metric tons
which represents less than 1% of total shipments. Maritime
losses  were 205 metric tons and inland losses were 23 metric
Lons.

Our evaluation of the procedures followed by the Cooperating
Sponsor in the process of unloading commodities at the proints
of entry and delivering them to the distribution centers
revealed that commodities were adequately handled.
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5.Claims for Losses and Damages in Maritime Transportation

Our evaluation revealed that all of the losses and damages of
commodities in maritime +transportation were adequately
covered by appropriate claims and reported by CRS in the
United States to the Maritime Shipping Transportation
Company. CRS/Bolivia did not have information concerning the
status of such claims.
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[INLAND TRANSPORTATION SYSTEM

Evaluation of Inland Transportation

Our evaluation of the process of inland transportation of
commodities from the point of entry to the Regional
Warchouses of Lhe Cooperating Sponsor revealed that inland
transportation of PI, 180, Title IX commodities during fiscal
year 1986 was effecltive and t.ransportation companies were
adequately selected.
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SUPERVISION OF PROGRAM

Supervision of the Program

Condition:

Based on the observations made during our audit, we
determined that the Cooperating Sponsor did not provide
adequate supervision and effective management to the program.
The following conditions were observed:

A.

The National Office of CRS/CARITAS did not carry out
supervisory visits to its Regional Offices to evaluate
results of the program, except for visits to the
Regional Offices of Cochabamba and Santa Crusz. :

The quarterly inspection reports of the Regional Office
of Cochabamba states that a large number of supervisory
visits were made to the distribution centers, however no
written statements were prepared supporting the work done
and the findings and recomendations which should have
been made. Our observations revealed that only one
supervisor covered this activity in this district. No
visits were made to prlaces far away from the city.

In the majority of the Regional Offices the amount of
supervisory work at the distribution centers was
inadequatec:

1. In Tarija, only 5% of the supervision program was
fulfilled for the School Feeding Program. Also at
this Regional level, only 30% of the supervision
program was accomplished. This Regional Office did
not prepare a schedule of the visits that should be
carried out by Supervisory personnel .

2. In La Paz, supervisory work was carried out by only
one person, who was  carrying out promotion and
supervisory activities in only the urban and sub-urban
areas of the Mother-Child Program. No plan for
performing supervision was prepared.

3. In Oruro, Lherc was no supervisory unit. and
supervisory work was not carried out during the months
from January to April and from July to September 1986.
No written reports were prepared supporting the visits
made in Oruro and La Paz.

4. During fiscal year 19686 no supervisory visits to the

distribution centers were made in the Regional Office
of Coroccoro.
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. The supervisory function was fulfilled in Potosi by
two promoters, however reports prepared by them were
incomplote, giving only the schedule of trips made.

Criteria:

In accordance with AID Regulation 11. 211.5 (b) Cooperating
Sponsors shall provide adequate supervisory personnel for the
efficient operation of the pProgram.

Cause:

CRS/CARITAS did not assign to the Regional Offices sufficient
funding resources, as well as capable rersonnel and vehicles
to carry out supervision and control of the program.

Effect.:

A. Non-compliance with AID regulations by recipients and
beneficiaries could cause irregularities in the pProgram
which would not be detectced and corrected on time.

B. There was inadequate information to determine if
commodities were managed and distributed in accordance
with AID Repgulations.

C. There was a lack of control and evaluation of the program
concerning the final distribution of commodities.

D. Deficliencies regarding organization, records, reports
and control of distribution of commodities could not be
detected and corrected by the National and Regional
Offices.

Recommendation:

USAID/Bolivia should require the CRS/CARITAS National Office
to comply with AID Regulation 11, 211.5 (b) by providing
their Regional Offices with sufficient funding resources,
capable and trained supervisory personnel and necessary
facilities to carry out the supervision function. The
CRS/CARITAS National Office should require all of their
Regional Offices to submit written reports for cach one of

their supervisory visits to the distribution centers,
including details of all of their findings, recommendations
and actions taken to correct. abnormal situations. The

qQuarterly inspection reports  should be prepared based on
actual visits carried out during the period.
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MANAGEMENT COMMENTS

See appendix 1.
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HORWATH & HORWATH (BOLIVIA) LTDA.

GALLL. CAMIAN BAVLLO 2431 — LU s J74700 - JT21C6 - ITAVT — CASILLAS 5860 - 6179 — TLLEX 0309 - EXIRIN 1Y
LA PAZ — BOLIVIA

AUDIT OF THE PL 480 TITLE I1 PROGRAM-BOLIVIA
CATHOLIC RELIEF SERVICES
REPORT ON COMPL1ANCE WITH AGREEMENT TLERMS

AUDITOR’S OVERALL OPINION

We have examined th Commodity Statements of the 480, Title TI1
Program-Bolivia for the Fiscal Year ended September 30, 1986. As
part. of our examination, we made a study and evaluation of the
accounting  and administrative internal control system for the
IMiscal Year ended September 30, 1986 to the extent we considered
necessary  to evaluate the system. Our examination and study was
made in accordance with senerally accepted auditing standards and
the "Standards for Audit of Governmental Organizations, Programs,
Activities and Functions" (1981 revision), which include as
additional standards and requirements the review of the
compliance with laws, repgulations and agrecments.

The  scope of the matters subject to our examination included &
determination of compliance with AID Regulation 11 for the
following::

1. General reporting requirements (11.211.10)

2. Use of commodities (11.211.5)

3. Distribution of commodities (11.211.7)

4. Publicity as AID program (11.211.5)

5. Use of proceeds from sale of contaijiners (11.211.5)

6. Eligibility of recipients (11.211.5)

7. Disposal of damaged commodities (11.211.8 and 11.211.9)
8. Report on losses and misuses of commodities (11.211.9)

Our study and evaluation disclosed couditions which are described
in the Tfollowing pages which, in our opinion, indicate that
Catholic Relief Services has not., complied with AID Regulations
repgarding the use and distribut ion of commoditics, clipgibility of
recipients, and the requirement. .o provide adequate supervision
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for the efficient. operation of Lhe porgram. Also, inslances of
non-compliance were found related to general reporting
requirement.s, publicity as an AID program, use of proceeds from
sales  of containers and contributions, and disposal of damaged
commodities. For items not tested, nothing came to our attention
that. caused us to believe that untested items were not in
compliance with applicable AID Regulations.

May 1, 1987

HORWATH & HORWATH BOLIV1A
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GENERAL REPORTING REQUIREMENTS

Comprehensive Internal Reviews

Condition:

The last internal audit review conducted by CRS/NY of the PL
480, Title 11 Program-Bolivia managed by CRS/CARITAS Bolivia
was  made for the period: December 1, 1982 to September 30,
1985. Reccommendations contained in  such report., when

applicable, were taken into account. in the preparation of our
audit. report,.

No external audit examinations had been  conducted in
accordance with AID Repulations and the "Standards for Audit
of Govermental Organizations, Programs, Activities and

Functions™ (1981 Revision) as of the date of this report.

Criteria:

In accordance with ALD Hepgulation 11 , 2115 (¢) the
Cooperating Sponsor shall conduct or arrange Lo have

comprechensive  internal reviews or a series of  examinations
which, wheaen combined, will represenl. a comprehensive review
of the PIL 480, Title 11 Program under its Jurisdiction. Such
cxaminations should be conducted once a year.

Cause:

USAID/Bolivia conducts periodic limited reviews, however we
could not find copies of reports supporting such visits in
the Regional Office files. These reviews do not meet the
requirements for comprehensive internal revicws.

Fffect:

The  lack of  internal reviews does not  permit  Lhe proper
evaluation of the program and follow-—-up of recommendations to
correct abnormal conditions.

Recommendation:

USAID/Bolivia shonld require the CRS/CARITAS National Office
to arrange for comprehensive internal reviews of the PL 480,
Title 11 Program, to be conducted once a year as stated in
ALD Repulation 11, 211.10 (b).4 and 211.5% (c).
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Govaramentzl Cloarence of Fiscal Yoar 1986 Imports
Condition:

The CRS/CARITAS National Office and its Regional Offices did
not oblain the necessary approval from Customs authorities
for clearance of the FY 1986 commodity imports.

Criteria:

AID  Repulation 11 and the CRG/CARITAS  agreement with the
Bolivian Government. states that all commoditics imported

under the U.S. PL 480, Title 11 Program should be free from
tLaxes.

Cause: o

-

CRS/CARITAS  was not successful in obtaining clearance (rom
Customs authorities due Lo lack of cooperat.ion from
Government authorities.

Effect:

The imports of commodities under the PL 480, Title 11

Program could be considered illegal according to Bolivian
repulat.ions.

Recommendation:
USAID/Bolivia should require CRS/CARITAS to ask Lhe Bolivian
Government, to advise its Regional Custom authorities to give

clearance  to all Pl 480, Title II imports in a reasonablec
period of time.
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Dist,

OSE AND DISTRIBUTION OF COMMODITIES

of Adequate Supporting Records and Documents in the

ribution Process

ition:

rds and documents maintained by the Cooperating Sponsor
not accurately reflect all transactions pertaining to the

and distribution of commodities. The following
itions were observed:

In  Sucre, no records were kept, in  the distribution
centers.  Such distribution centers files should contain
the following information:

- History of the centoer
List, of beneficiarios
hocation of the centers
Copies of reports of previous visits by supervisors

In  Cochabamba, the filing system for required documents
of 1the Mother-Child Program was not adequate. Therce was a
general file by type of document instead of a file for
each Mother-Child Center, making it difficult to perform
a follow-up of information included in the documents. The
list of beneficiaries was not up-dated every six months.
In  Novembe:r 1986, the calculation of rations was made
from the beneficiary lists for January =and February 1986.
There was no coordination between the work of the
promotion department and  the rperson in-charge of the
Program, i.e. assignment. control cards were completed
by the promotion department on a monthly basis, but such
control function should be carried out by the person in
charge of the program. Control sheets signed by the
beneficiaries as proof that the products were distributed

were not required. Some centers did not have a contract
with CARITAS, for example "Phujiuni" and “Rocha Rancho
Nuevo™. In most centers there was no official document

showing the organization of the center or its activities.

The Cochabamba Regional Office did not exercise adequate

control of assignment cards for each school in
the Rural School Feeding Program. Such cards were not
current, therefore commodities were delivered without
knowledge of real school needs. In general, the schools

were nol required to report on deliveries, consumption,
balance of commodities, or beneficiaries receiving  the
commodities. No writtbten statements were placed in folders
indicating if supervision was carried out..
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D.  In tho Mother Child Program of the Regional Office of La

Paz, distribution of commodities was made wi Lhout.
fulfillment, of t.he requirements established by
CRS/CARITAS. For instance, commodity request forms and
approval of these forms were not required for some of Lhe
older distribution centoers. These requirements were
fulfilled only by the newer Mother Centers. The
distribution documents were not signed by the

beneficiaries as proof of receipt of commoditics. Reports
regarding children’s weipght and size were not up-to-date
in most of the files. These reports were used as a basisg
for control of the rations.

E. In La Paz, the number of beneficiaries shown on the lists
submitted by the charitable institutions in their
commodity requests were different from those shown in the
Regional Office reccords.  No separate files were kepl, by
cach center. In the H-1 Program Food for Work Courses,
the 1ist of recipients was not signed by t.he
participants. In some cases, the same person who was in
charge  of the program signed as the supervisor. In the
H-2 Food for VWork Program the documents were not.  signed
by the recipients. The report of inspections prepared by
the supervisor was not. signed as approved by the
Dircctor. The records system of this Regional Office Wis
inadequat.e.

. In Corocoro, recipient. requests were not signed as
approved by the Regional Office.

G. In Oruro, we doterminod that some of the signatures on
the  recipient. lists did not. belong to the actual
recipients. In many cases,  the recipients date of birth
did not correspond with the ones on their identificalicn
cards  or birlh certificates. The beneficiary files for
the Mother-Child Program were not kept. in an adequate
manner, The corresponding documents regarding apges  of
children  were  not, kept, in adequate order. No written
documentation existed of visits to the centers made by
supervisors.

Criteriac:

In accordance with AlD Regulation 11, 211.10 (a) Cooperating
Sponsors  shall maintain records and documents in a manner
which accurately reflecls all transactions pertaining to the
receipt, storagce, distribution and inspection of commodi ties.

Cause:

The CRS/CARITAS  National Office did not Lssue clear

instructions regarding adequate recording procedures to Lheir
. ] »

Regional  Offices.  Theroe was a Jack of capable personnel in
the Regional Offices to handle this task.
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Fffact.:

Inadequate records and documents maintained in the

distribution centers result in a risk of undetected errors
and/or unauthorized Lransactions.

Recommendation:

USAID/Bolivia should require the CRS/CARITAS National Office
to issue instructions to all Regional Offices to comply with
AID Regulation 11, 211.10. Capable and sufficient personnel

should be hired in order Lo prepare adcquate supporting
records and documents.
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2. Deviciencies in tha Dist.ribution of Commoditios

Condition:

We obscerved the following conditicns in our visits to the
distribution centers:
A. In the Rural School Feeding Program, Lhe Regional Office

of Cochabamba delivered commodities only up to October of
1986 notwithstanding that such assistance was promised to
continue through December 1986. The instructions arrived
too late to carry out these deliveries. Some  of  the
Rural Schools did not. have adequate warehouses or places
for preparation of food which fulfilled the  minimun
hygienic conditions. Persons responsible for the
preparation and distribution of commoditlies were
teachers. arents did not participate in this.
Preparation and distribution of rations of commodities
were not carriced out in accordance with the program. 90%
of the schools visited informed us that they did not
receive an  inspeclion or promotional assistance from
CRS/CARITAS.

n. In Tarija, commodities were delivered to schools in
Dacember, even though schools were closed in that, month.

GC. In La Paz, even though the number of beneficiaries stayed
constant, in the Charity Assistance Program, the rations
delivered changed from one delivery to another without
any clear explanation.

D. In the School Feeding Program of the Regional Office of
La Paz some differences were found between the rations
delivered to the Centers and those determined by our
audit, for instance:

Delivered Assigned

as per as per

receipts  Audit Dif ference
5chool Cent.er Product, Kgr Kg Kegr
Lipari Yurupampa Wheat flour 50 12 (22)
Lipari Yurupampa Wheat flour 100 12 28
Yapachi Quilihuaya Wheat flour 50 84 (34)
Contorno Trpa Grande Bul guar 100 12 28

These  differences were due Lo the fact  tLhal, complete
units  were delivored instcead of exact weights and  there
was no conlbrol of bigpger or smaller deliveries.

I In La Paz, it was determined that one of the cent.ers was
receiving  commodilies from both ADRA-OIFAGA and the Plan
de Padrinos.
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. In Corocoro, commodities were delivered to schools
without considering the balances remaining from previous
deliveries. Also, there were differences between
recipient requests and the number of recipients of
commodities.

G. In some of the centers in Oruro, the distribution
committee was not organized; the distribution was done by
the Center Director.

Criteria:

In accordance with AID Regulation 11.211.% (a) the
Cooperat.ing Sponsor shall provide adequate supervisory
personnel for the efficient operation of the program.

Cause:

CRS/CARITAS Repional Off ices had no. compliod wilh the  abovoe
reprulat.ion.

lffect:

The Regional Offices were not following the regulations of
the program, therefore there was a risk of having commodities
distributed to ineligible recipients or in unreasonable
proportions.

Recommendation:
USAID/Bolivia should require:

A. The CRS/CARITAS National Office to provide its Regional
Offices with adequate supervisory personnel to improve
efficiency in the distribution of commodities.

B. Adcquate control to be exercised by the Regional Offices
to avoid distribution of commodities without a carcful

examination of the supporting documents and pPrevious
deliveries of commoditices.

C. Regional Offices to e¢valuate the adequacy of t.he
distribution centers’ warchouses before making deliverieg
of commodities.

D. The Regional Office of Cochabamba to improve the
preparation  and distribution of commodities in the Rural
School Feeding program by obtaining the participation of
parents and by adhering to the rations established.

D The CRS/CARITAS National Office in conjunction with the
other Cooperating Sponsors t.o examine possible
duplication of cfforts, as in the Mother-Chi ld Program in
La Paz where recipients of  the distribution center
received commoditices from both CKS and ADRA/OFASA.
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Religious Descrimination
Condilion:

In the Regional Office of Sucre, Recipients in distribution
centecrs were subjected to religious descrimination.

Center Province No. of Beneficiaries
Yotala Oropeza 213
Tarabuco "B" Yamparaes 48
Tarabuco "A" Yamparaes 51
Yotala Yotala 49
San Matias Oropeza 102

Criteria:

In accordance with AID Regulation 11, Paragraph 211.5 (f) the
Cooperating Sponsor shall distribute commodities only to

eligible recipient agencies and to eligible recipients
without regard to nationality, race, color, sex, religious or
political beliefs. Also, Paragraph 211.5% (e) states that

commodities shall be distributed free of charge.
Cause:

There was ignorance of Aid Regulation 11 in the Regional
Office.

Effect:
The CRS/CARITAS Regional Office of Sucre had not. complied
with the objectives of the Program and their Operational

Plan.

Recommendation:
USAID/Bolivia should require the CRS/CAR1ITAS Sucre KRegional

Office Lo take the necessary measures to avoid religious
descrimination.
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Pl, 480, Title Il Commodities Offered for Sale
Condition:

In our visits Lo the local markets of La Paz, Cochabamba,
Oruro and Sucre, we found that milk donated by the PL 480,
Title 11 Program was offered for sale. We could not
determine which Cooperating Sponsor was responsible for these
commodities, since distribution of milk is made by +two or
three Apencies irn the same places.

Criteria:

Commodities donated by the PL 480, Title I1 Program are not,
Lo be offered for sale. In accordance with AID Regulation 11.
211.5 (b)), as part of the comprehensive internal reviews,
Cooperating  Sponsors should include warchouse inspeclions,
rhysical invenlboricon and end une chechs

Causco:

As stated in our report. on internal control systems, in most
of the distribution centers, recipients of the Mother-Child
Health  Propgram did not, utilize the monthly rations assigned
and programmed by the Operational Plan.

Effoct.:

The  general  objective of the PL, 480, Title 11 Program to
combat. malnutrition, especially  in young children was not
accompl ished in accordance with AID Regulation 11. 211.1 (b)
(i), since rations assigned to these children were offered
for sale.

Recommendat.ion:

USAID/Bolivia should require the CRS/CARITAS National Office,
in conjunction with the other Cooperating Sponsors, to
evaluate and follow up on sales of Pl 480, Title []
commodities in the local markets to identify origins and to
take the necessary actions to avoid such sales.
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PROGRAM ~ PUBLICI'TY AND PUBLIC RECOGNITION AS ALD PROGRAM

Unknown Origin of Commodities by Recipients

Condition:

In the rural Distribution Centers of Tarija, Sucre and
Cochabamba, some beneficiaries did not know the origin of
commodities.

Criteria:

In accordance with AID Regulation 11, Paragraph 211.5 (g) the
Cooperat.ing Sponsor shall, to the extent feasible, display
banners, posters, or similar media which shall contain the
AID emblem at the distribution centers so adequate public
recognition shall be given to the fact that commodities have
been furnished by the people of the United States.

Causec:
Deficiencies were mainly due to the lack of human resources

to carry out promotion, which was only done in urban and
suburban areas.

Effect:

There was a low degree of recognition that these commodities
were donated by the people of the United States of America.
This could result in improper recognition of other entities
Oor persons,

Recommendation:

USAID/Bolivia should require the CRS/Caritas Regional Offices

of Tarija, Sucre and Cochabamba to provide the necessary
means for publicity of the origin of +the commodities

distributed in order to comply with AID Regulation 11,
Paragraph 211.5 (g)
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USK OF PROCEEDS FROM SALES OF CONTAINERS AND
CONTRIBUTIONS OF RECIPIENTS

I.Foreipgn Currency Reserve Funds

Condition:

Most. of the Regional Offices maintained large amounts of U.$.
currency as reserve funds which were not used in the
operation of the Program.

Criteria:

In  accordance with ALD Regulation 11, Parapgraph 211.5% (1)
funds  from  Lhese sources shall be used Lo supporl. proygram
cousts,

Cause:

These funds were maintained for monetary exchange
cemergenclies.

Effect:
The Cooperating Sponsor was not using available financial

resources which were needed for the normal operation of the
program.

Recommendation:

USAID/Bolivia should require the CRS/CARITAS National Office
to include in its regular budget provision for the use of all
funds collected by the Regional Offices for operation of the
program.
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ELIGIBILITY OF RECIPIENTS
Distribution of Commodities Lo Ineligible Recipicnts
Condition:

Some of the Regional Offices of the Cooperating Sponsor had

not exercised sound internal control procedures in

determining the eligibility of recipients to whom they

distributed commodities. Conditions observed were:

A In  Sucre, differences woere determined between the list
presented by the distribution centers and the approved
requests .,

Number of Beneficiaries

Name of the Center As per Request, As per list
Yotala-Program "F* 213 205
Hospital San Jorge

Programa "F* 80 68
Lajastambo~Program “B” 129 150

Commodities had been delivered to children more than 6
years old. Commodities were not being distributed in
accordance with the rations established, and were
consumed by the whole family. No control existed over
the ages of the children that were beneficiaries.
Some were more than six years old.

B. In Cochabamba, the Regional Office did not  adequately
control the 1list of bencficiaries for the Mother-Child
Program. 1n some centers commodities were being delivered
to persons not enrolled in the program.

C. 1In Tarija, commodities were delivered to nurses of the
Sanitary Unit in the promotion area that were  not
elipgible recipients.

D. In La Paz, commodities wereo not. being consumed by +the
-racipients of the Mother Child Program in accordance with
the rations ostablished. Commodities were consumed by
the whole family. Children over six years old were
receiving commodit.ics.

E. In Corocoro, commodities of the Mother-Child program were
being consumed by the whole family and by teachers in the
School Feeding propgram.

F. In Oruro, children over five years old were excluded at
all centers.

o

In Potosi, commoditics were being delivered to children
over s5ix years old atl, the following Centers:
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Canter Province

San lgnacio Frias
San Francisco Frias
Chulchucani. Frias
San Diego Frias

Criteria:

In accordance with AID Regulation 11, Paragraph 211.5% (e)
the Cooperating Sponsor shall be responsible for determining
that. the recipients and the agencies to whom they distribute
commodities are eligille.

Cause:

The promotion departments of the Regional Offices had  not
performed their functions adequately.

K fect:
Commodit.ies were being distributed to ineligible reecipients.
Recommendation:

USAID/Bolivia should require the CRS/CARITAS National Office
to require its Regional Offices to improve control over the
determination of eligibility of recipients of commodities in
accordance with the " Food for Peace Agreement” and AID
Repgulations.
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DISPOSAL OF DAMAGED COMMODI'I'IES
I Disposal of Damaged Commoditics

Condition:

A. We observed large undetermined quantities of dam
products, unfit for human consumption at the Cochab
and Oruro warechouses Such products included rice,
0il, bulgur ¢nd wheat flour. As of December, 1986,
had not. been destroyed or otherwise disposed of.

B Some  of the distribut.ion centers in the Oruro Region
received  food in poor condition. Due to a lack
knowledpge by  the distribution centers, they did
return the food to the institut.ion.

Criteria:
In  accordance with Paragraph 211.8 (b) of AID Repulation

t.he Cooperating  sponsor shall immodiately arrange
inspection of damaged commodities by a public he

apged
amba
CSM,
ttey

had
of
not.

11
for
alth

official, and if the commodities are determined to be unfit

for authorized use, they shall be disposed of by trans
sale, donation or deslruction.

Causo:

There was a  lack of knowledpgge of  the AID Regmala
concerning disposal of damaped commodities.

FEffect.:

I'roducts that become unfit, for human consumpl.ion and are

fer,

t.ion

kopt

without. a definite purpose could be used  for unint.ended

purposes.
Recommendat.ion:

USAID/Bolivia should require the CRS/Caritas National Of

fice

Lo strictly enforce +the application of AlD Repgulations
concerning  the disposition of commodities unfit, for their

intended use.
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REPORT ON LOSSES AND MISUSES OF COMMODITIES

Reporting Damagied Commoditie

Condit.ion:

We observed commodities in bad condition which werco kept. from
previous years in all the offi 1ces we visited. 1n some offices

this food was kept oultdoors. According to the Director of
Caritas, the  damaged commodities were reported to  tLhe
National Office of CRS and USAID,  but approval from thesc
aentiticos was not, reccived for the disposal of such

commodities .
Criterias

In accordance with ALD Repulation 11, Paragraph 211 .8(b) the
cooperating  sponsor shall arrangie for inspection of damaged
commodilios l)y a public health official. If, after inspection
the commodities arce determined Lo be unfit for autorized use,
Lthe  commeditics shall be disposed of by transter, sale,
donation or destruction.

sy, .
Lausoe:

The GiS National Office and USALD did not expedite
instructions for Lhe dest ruclion or other di sposal of thesco
commodilicy.

Kflrect,:

Damapged  commodities could be used for unauthorized purposes
with serious danger to the recipients .,

Recommendation:

USAID/Bolivia should require CRS/CARITAS, with t.he
concurrence  of USALD, Lo instruct its Regional Offices  to
dispose of the commodil.j ¢ dotermined to be unfit  for
authorized use.
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MANAGEMENT COMMENTS

See appendix 1.
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APPENDIN |

La Paz, April 16, 1987
CRS-504/87

Mr. Gonzalo Ruiz Ballivign
Ruiz Ballividn y Asociados
Calle Capitin Ravelo 2131
La Paz.

REF: Audit of CRS/Caritas - Title 11
PL 480 Food Program

Dear Mr, Ruiz:

We received your final draft of the audit carried out by your firm on
the CRS/Caritas Title II.Pr, 480 Food Program. We would like to give you
our camments on the audit.,

First, we understand that the audit takes in the Period October 1,
1985 to September 30, 1986 -~ FY 1986. Even though several of the recom-
mendations made in your report could still be pending, we do feel that in
the past year there have been substantial improvements in the CRS/Caritas
Program, same of which we will note below.  We would also like to advise
you that due to the short notice between the recelpt of this report and
your request for a reply, we have not had time to discuss it with Caritas

Boliviana. We hope to do so before the Meeting with the USAID Auditors

Regarding the audit itself we are in agreement-that there have been
sane deficiencies in the administration of the CRS/Caritas Title II Pro-
gram. Rather than discuss them point by point, I would like to bring to
your attention same positive measures that have been taken by both
organizations during the past year.

First, Catholic Relief Services has given top priority to the Bolivian
Program by opening a sub-regional office for all of South America in lLa Paz
the past year. It is expected that more attention will be given to our
Program in Bolivia in the course of the next years which could include the
recruiting of additional professional and local support staff to the program.

Second, CRS and Caritas have studied the monetization of part of the
food program proposed by USAID/Bolivia and have practically decided in favor
of such a proposal. Part of the funds for monetization would go to support
the infrastructure of Caritas and eventually improve the food program,

Third, CRS has been assisting Caritas to improve their administrative
and pramotional capabilities through two large projects financed by the
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USATID Mission in Bolivia - child Survival Project and several Outreach Projects.
Both of these projects are beginning to have a positive impact on the Caritas/
CRS Program. For example, the recamendations made in your audit to improve
warchousing and provide vehicles for the Caritas Diocesan offices is being
largely fulfilled by the Outreach Grant that has supplied 11 jeeps and three
trucks so far to Caritas Diocesan programs. Five more jeeps are requested in
the lates: Outreach proposal, which would complete each of the 16 diocesan Cari-
tas having received at least one vehicle fram the Outreach program. Funds from

Outreach have purchased, or are in the process of building, new warehouses in
the Dioccses of Sucre, Potosf and Oruro.,

As for the Caritas organization, they have gone through profound changes
the past two years that sees them taking on new developmental roles as opposed
to the strictly assistential programs for which they have been accustamed. We
realize that there are still areas which neéd improvement but we have  high
hopes that within a year or two many of the negative points in your audit
relating to Caritas will be resolved.

In closing, I can say- that we are locking forward to the meeting on April
28 and if you have any further commrents Please let me know.

Very. truly yours,

./\ /1 d
/ FPPR <i:§4¢1//1,0'%
Jdohn P. Tonroy '
ASSOCIATE DIRECTOR 4
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File 9.9
Cc: USAID/Dolivia
Mr. J. Noel - CRS Bolivia Sub-Regional Office
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Director, USAID/Bolivia
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