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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE REGIONAL INSPECTOR GENERAL FOR WEST AFRICA

UNITED STATES ADDRESS INTERNAT{ONAL ADDRESS
RIG/DAKAR RIG/DAKAR
AGENCY FOR INTERNATIONAL C/o AMERICAN EMBASSY

DEVELOPMENT BP. 40 DAKAR SENEGAL
WASHINGTON, D.C. 20523 November 18, 1987 WEST AFRICA

MEMORANDUM FOR Byron Bahl, A.I egentadtive, Guinea

FROM: John P. Competello /Dak
SUBJECT: Aucit of A.I.D. Assistance to Guinea
Audit Report No. 7-675-88-04

The Office of the Regional Inspector General for Audit,
Dakar has completed its audit of A.I.D. assistance to
Guinea. Five copies of the audit report are enclosed for
your action.

The draft audit report was submitted to you for comment and
your comments are attached to the report. The report
contains one recommendation which is considered as
resolved. It will be closed after OAR/Guinea completes its
planned actions to implement the recommendation. Pleas=
advise me within 30 days of any further action taken since
your early October reply to the draft audit report.

I appreciate the cooperation and courtesy extended to my
staff during the audit.



EXECUTIVE SUMMARY

A.I.D. has assisted in the economic development of Guinea
since 1962. Through fiscal year 1986 the Public Law 480
Title I and Title II programs to Guinea amounted to $137
million, and A.I.D. development assistance grants totalled
about $61 million. Also, in August 1986 A.I.D. approved an
Economic Support Fund grant of $10 million and associated
technical assistance to support its revised strategy
emphasizing program support for +the Government of Guinea's
new economic reform efforts.

The Office of the Regional Inspector Generzl for Audit/Dakar
made a program results audit to assess the results of A.I.D.
assistance to Guinea since 1976. Audit objectives were to
(1) assess A.I.D.'s strategy and progress in meeting program

objectives, (2) identify factors restraining program
performance, and (3) evaluate the adequacy of A.I.D.
management, including support provided by the Regional

Economic Scrvices Office for West and Central Africa,
located in Abidjan, Ivory Coast.

It was too early to assess A.I.D.'s redirected strategy to
provide program assistance in support of the Government of
Guinea's economic reform efforts. In June 1987, the
Government. of Guinea met conditions precedent for
disbursemuent of the first tranche of $5 million. The Public
Law 480 program helped meet food shortages over the years,

but results of A.I.D. development projects were
disappointing because of A.I.D management problems and
fundamental policy, financial, and managerial weaknesses in
the host government. One of the problems was the

nen-availabkility of counterpart funds from Public Law 480
Title I sales proceeds for development projects. A.I.D.
management including regional office support had improved,
but oversight of Public Law 480 Title I proceeds needed
strangthening.

The Government of Guinea did not comply with terms of a 1985
Public Law 480 Title I sales agreement requiring effective
joint planning and programming of counterpart funds fol
mcchomic development. Also, the funds were not deposited ir
a separate account at a parastatal bank as required.

Counterpart funds obtained from the sale of U.S. fooc
assistance are to be used to enhance the impact ot
development in the host country. Office of the A.I.D.
Representative/Guinea had repeatedly failed in its efforts
to have the Government of Guinea jointly program and release
these funds to support development projects. About $11
million in local currency counterpart funds remained unspent
as of June 1987. Failure to assure compliance can,
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in part, be attributed to the Office's reluctance to take
stronger action. The lack of counterpart funds contributed
to the poor progress of A.I.D. development projects. The
report recommends that the Office of A.I.D. Representative
Guinea ensure that counterpart funds are used for
development. Management agreed, provided evidence that
significant progress had been made, and outlined further

corrective actions.
@}Si%/vu, o o oCn-qlfvbm /gfw@
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AUDIT OF
A.I.D. ASSISTANCE TO GUINEA

PART I - INTRODUCTION

A. Background

For over two decades, Guinea, located on the West Coast of
Africa, was under the rule of a socialist government.
Over-centralization and poor management led Guinea into
stagnation and economic neglect in spite of the country’s
impressive natural resources such as bauxite and diamonds.
In 1984 a new government came into office, removed some of
the economic constraints, and in late 1985 proposed an
economic reform program. There was considerable uncertainty
and upheaval in the countsy during the transition period.
This new government is attempting to bring Guinea, a country
of 6 million people, out of its over 20-year economic
decline.

A.I.D. has provided assistance to Guinea since 1962. The
assistance program was scaled down to Public Law (P.L.) 480
Title I in 1966-67 because of antagonistic bilateral
relations and because of U.S. Government concermn over

widespread human rights abuses. Development assistance
efforts resumed ten years later but were limited to a $14.4
million five year project called Guinea Agriculture

Production Capacity and Training (No. 675-0201) and a number
of small projects to assist farmers and improve health.

Following the new government's proposed economic reform
program in 1985, the U.S. <changed its assistance strategy
from project to program assistance. According to the Office
of A.I.D. Representative/Guinea (OAR/Guinea), the advantages
of the new approach are that the assistance addresses the
Government of Guinea's (GOG) fundamental weaknesses and can
be more easily directed than the project approach.

From 1962 through 1986, P.L. 480 Title I and Title II

programs have provided about $137 million. A.I.D.
development assistance over the same period has totaled
about $61 million in grants. In support of its new program

approach, in August 1986 A.I.D. approved a $10 million grant
under the African Economic Policy Reform Program (AEPRP)1L
and an associated $2.5 million technical assistance grant.

In addition to the new AEPRP, as of March 30, 1987, there
were four active A.I.D. development projects, (two bilateral

I7 Funded through the Economic Support Fund



and two regional) under which about $8.7 million had been
obligated and about $5.3 million had been spent (see Exhibit
1). In addition, $8 million in commodities were provided
under the P.L. 480 program in fiscal vyear 1987, and $18
million was being provided over a three-year period under
the Food for Progress program. For fiscal year 1988, the
OAR/Guinea requested $5.5 million for development
assistance, and $3 million for P.L. 480 Title 1I.

The A.I.D. program is administered by four U.S.A.I.D. direct
hire employees, one U.S. personal services contractor, and
three Foreign Service National employeens. The Regional
Economic Development Services Office/West and Central Africa
(REDSO/WCA) has supported OAR/Guinea, with project design,
evaluation and financial and accounting services.

B. Audit Objectives and Scope

The Office of the Regional Inspector General for Audit/Dakar
made a program results audit to assess the results of
A.I.D.'s assistance to Guinea since 1976. Audit objectives
were to (1) assess A.I.D.'s strategy and progress in meeting
program objectives, (2) identify factors restraining program
performance, and (3) evaluate the adequacy of A.I.D.
management, including support provided by the Regional
Services Office for West and Central Africa, located in
Abidjan, Tvory Coast.

Reviews were made of the A.I.D. facountry development
strategy, International Monetary Fund economic reform
strategy, P.L. 480 agreements, and other pertinent
documents. The OAR/Guinea project rnanager2nt system,
including REDSO/WCA support., was tested on selected
projects, by reviewing the project's design and assumptions,
implementation, evaluation and management reviews. We also
held discussicons with cognizant OAR/Guinea staff,
representatives of the World Bank and the International
Monetary Fund, GOG officials, and contractors.

The Office of the Inspector General had previously issued
two audit reports on the U.S. assistance program in
Guinea.2/ The audit followed up on 1issues identified in
these audits. Review of internal controls ancé¢ compliance
was limited to the finding pres~nted in the report. The

£/ Report on Public Law 480 Title I ard II Prcgrams in  the
People's Revolutionary Republic c¢f Guine., Audit Report
No. 4-675-79-3, August 16, 1979; and
Audit of the Guinea Agricultural Production Capacity and
Training Project, Audit Report No. 0-657-83-64, May 13,
1983.




audit was completed in June 1987 and was made in accordance
with generally accepted government auditing standards.

A draft report was provided to OAR/Guinea in August, 1987.
Due to staff changes at OAR/Guinea, feormal commments were not
received urtil early October 1987. OAR/Guinea comments have
been considered and the report changed as we considered
appropriate. The full text of management comments is in
Appendix 1.



AUDIT OF
A.I.D. ASSISTANCE TO GUINEA

PART II - RESULTS OF AUDIT

It was too early to assess A.I.D.'s redirected strategy to
provide program assistance in support of the Government of
Guinea's economic reform efforts. In June, 1987, the
Government of Guinea met conditions precedent for
disbursement of the first tranche of $5 million. The Public
Law 480 Program helped meet food shortages over the vyears,
but results of A.I.D. development projects were
disappointing because of A.I.D. management problems and
fundamental policy, financial and managerial weaknesses in

the host government. One of the problems was the
non-availability of counterpart funds from Public Law 480
Title I sales proceeds for development projects. A.I.D.

management including regional office support had improved,
but oversight of ©Public Law 460 Title I proceeds needed
strengthening.

The Government of Guinea did not comply with terms of a 1985
Public Law 460 Title I sales agreement requiring effective
joint planning and programming cf counterpart funds for
eccnomic development. Also, the funds were not deposited in
a separate account at a parastatal bank as required. The
report recommends that OAR/Guinea strengthen its management
of P.L. 480 Title I counterpart funds.



A. Finding and Recommendation

Counterpart Funds Needed to Support Development Projects

Counterpart funds obtained from the sale of U.S. food
assistance are to be used to enhance the impact of
development in the host country. Office of the A.I.D.
Representative/Guinea had repeatedly failed 1in its efforts
to have the Government of Guinea jointly program and release
these funds to support development projects. About 511
million in 1local currency counterpart funds remained unspent
as of June 1987. Failure to assure compliance can, in part,
be attributed to the Office's reluctance to take stronger
actionr. The lack of counterpart funds contributed to the
poor progress of A.I.D. development projects.

Recommendation No. 1

We recommend that the A.I.D. Representative, Guinea:

a. together with the Government of Guinea develop formal
procedures to identify and approve local currency funded

activities, consolidate and simplify procedures to
disburse funds, prepare a local currency budget, and
develop a program for evaluation and reporting of

counterpart fund uses;

b. request the Government of Guinea to revise quarterly

progress reports to include information concerning
counterpart fund receipts, allocations, and
disbursements to specific activities during the

reporting period; and

c. ensure that A.I.D. development projects receive the
counterpart funds needed to achieve their objectives.

Discussion

A.I1.D. Circular A-333, issued in 1976, recommended that
A.I.D. missions get more involved with the hest government
in the programming of counterpart funds in  order tc  improve
the quality and quantity of development assisvarnce efforts.
Also, A.I.D. policy determination No. 5, dated February 22,
1983, recommends that counterpart funds be used to help

achieve specific program and policy objectives, a2s well as
to enhance overall development impact 1n  the recipient
countries. The policy emphasizes that missions work closely
with recipient governments to ensure that countcrpart funds
are spent as soon as possible after they become cvailable.



Effective use of counterpart funds had been a long standing
problem in Guinea._ As early as 1979 the A.I.D. Inspector
General reportedl/ that OAR/Guinea was not effectively
overseeing or managing the P.L. 480 Title I program. Also,
in early 1984, OAR/Guinea reported to the Regional Economic
Development Services Office (REDSO) that the 1983
counterpart funds report submitted by the GOG showed no
improvement in the wuse of counterpart funds. OAR/Guinea
requested an in-depth review by a public accounting firm of
counterpart generation and utilization procedures. However,
records at OAR/Guinea did not show what action, if any, had
been taken. OAR/Guinea told the auditors that the Office
had a small staff in the early 1980s and that close
monitoring of thte counterpart funds program was not possible.

In an effort to better enforce A.I.D. policy, OAR/Guinea
and the GOG entered intc a new counterpart fund agreement in
May 1985. This agreement defined the rules and procedures
by which the counterpart funds were to be managed. Included
werfe provisions requirinag that (1) OAR/Guinea and the GOG
work together and propose development projects, (2) the GOG
report the use of counterpart funds, and (3) the GOG deposit
all counterpart funds 1in a separate bank account at a
parastatal bank -= the Banque Guinecnne de Commerce
Exterieur.

OAR/Guinea has had continued problems in carrying out A.7T.D.
policy and having the GOG comply with the 1985 agreement.
After signing the agreement, OAR/Guinea and the GOG did not
work together to plan the use of counterpart funds, although

numerous consultations took place. Further, although the
GOG reported on the use of counterpart funds, it did not
deposit funds in a separate  bank  account at  a  parastatal
bank. As a result, more counterpart funds werc generated
each year than were used on development  projects. A~ the

time of audit, only 16 percent of the counterpart funds
generated between 1983 an¢  March 1987 had been used; the
remainder, ecquivalent tco about $11 millior4/, remaized in an
account at the GOG Treasury. (See Exhib.t 2)

The ack of counterpart funds contrizuted to the poor
progress  of  devolopment  projects. I particular tnree of

2/ Report on Fublic lLaw 483 Title I and 11 Programs in the

People's Revolutionary PRepublic  of Guinea, Audit Report
No. 4-6(75-79-3, August 16, 1979,

i/ The rate of «conversion in June 1987 was 410 Guinean
Francs to $1.00



the four active A.I.D. projects 5/ were adversely affected
by these fund shortages. For example, the Smallholders
Production Preparation Project (€75-0204) received only
about $80,000 of the $580,000 planned. Counterpart funds
were not made available wuntil January 1386, although the
project started in September 1983. During this period,
salary payments were not made to temporary workers and
needed seeds, fertilizers and insecticides were not
purchased.

Also;, the Agribusiness Preparation Project (675~-0212),
received only $33,000 of the planned $325,000. Counterpart

funds were not provided by the GOG until Janvary 1986 --
about two years after the project agreement was signed and
one year after project activities had started.

Consequently, the necessary local staff were not hired and
training was limited. A May 1986 A.I.D. evaluation noted
that the project's objective to establish an effective
national agribusiness promotion office had been unsuccessful
because the office was incapable of carrying out most of its
assignec duties.

Finally, the Corbeting Childhood Communicable Diseases
Project (698-0421), rcceived only $11,000 of the planned
$190,000. Counterpart funds were not made available until

May 1986 -- almosv a year after the project started.
According to project staff, lack of counterpart funds
delayed the establishment of 10 fixec centers for
immunization, restricted field supervision, and limited

training to 48 persons instead of the planned 500.

OAR/Guinea had becn unsuccessful  in its  many attempts to
have the GOG =2stablish a separate account at a parastatal
bank and release counterpar: funds to support A.I.D.
projects (Sce  Exhibit 4 for = listing of OAR/Guinea
efforts). Despite continued nor.~corpliance, stronger

action, such as curtailment of suspensicn of assistance, was
not taken by the CAR/Guinea or by AID/Washington. According
to OAR/Guineca officials, political relatlions with  the  GOG
had improved and, had stronger nrcasures heen apolied, these
relations would have been harmed. Furthermore, the Mission
encounterec gernerally weak GOG manaaenant capacity made even
weaker by the  upheaval of governse ot changos. Therefore,
according to the Mission, neither it nor the GOG could apply
counterpart funds expeditiously toward project uses. This
situation was one of the key factors in switching the local
currency from project to policy related vuses and changing
A.1.D.'s emphasis from projecct orientation to a peolicy
related program orientation.

2/ The fourth active project, African  Manpower Development
II (698-0433), did not require counterpart funding.



In reply to the draft audit report, the OAR/Guinea provided
additional information on the audit issue. As concerns the
separate account for P.L. 480 Title I counterpart funds, the
Mission stated that the parastatal bank was closed in 1985,
and the funds were maintained in a numbered and separate
account in the GY Central Bank. The Mission stated that,
because of its insistence on a numbered and special account,
the U.S. was the only bilateral doror which Ynew the extent
of its fund deposits.

Regarding the joint planning and programming of counterpart
funds, the Mission noted that the follow-on 1986 P.L. 480

Title I agreement established threc benchmarks for
programming the $11 million balance in local currency. The
first two benchmarks were mnot met. However, according to

the OAR/Guinea, by June 30, 1987 total expenditures and the
value of projects jointly programmed for financing amounted
to 95 percent of available funds. Further, a public
accounting firm arrived in Guinea on November 2, to assist
OAR/Guinea to develop financial management procedures for
the counterpart fund program.

The auditors agree that 1rccent events appear promising.
However, past problems with the GOG applying P.L. 480 Title
I proceeds for development requires further attention by the
OAR/Guincea. The Office nceds to work with the GOG  to
develop formal procedures for the adminlistration and
management of counterpart funds, and require periodic
progress reports which include information to measure
progress and identify problems. In addition OAR/Guinea
needs to ensure that counteryart funds are made available
for active A.I1.D. projects.

Managerert Conments

OAR/Guinea officials essentially agreed with the thrust of
the draft audit report conclusions and recommendations.
Suggestions werc made to help clarify and correct the report
and to make it more useful to the Mission management.

The draft audit report contained two multi-part
recommendations urging (1} G0oG coppliance in establishing a
Separate account as required by  the 1985 agreement (2)
improved joint planning and prograuming of counterpart

funds, and (3) stricter enfcrcement measures, including, if
reeded, a plan to reduce A.T.D. assistance levels.

Management commernted that the  reconmen o ation  regarding  the

establishment of a separatc »ccount be dropped since, in its
opinion, the numbered and ¢ parate (0G Treasury account
amounted to compliance with tin 1965 acvreoment. Management

also provided an update of the programming of counterpart
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funds, stating that most of the funds had either been spent
or jointly programmed for development purposes.

Finally, management proposed an alternative to our draft
report recommendation for stricter enforcement measures
citing several factors which needed to be considered. Among
these was that the OAR/Guinea was tying a greater portion of

the A.I.D. program to conditionality -- a more flexible,
precise and substantively oriented approach to 1limiting and
curtailing assistance. OAR/Guinea believed its approach was

sound and was already bearing fruit.

Office of Inspector General Comments

The progress made in  jointly programming and funding with
the GOG the counterpart funds, and the tools available to
deal with potential problems of GOG non-compliance were
considered. We have consolidated the two audit
recommendations into one multi-part recommendation.

We have dropped that part of the recommendation concerning
separate accounts, although we continue to believe that the
GOG did not comply with the requirement that funds be
deposited in a parastatal bank. In fact, during 1985
OAR/Guineca had noted the GOG's non-compliance and
specifically wurged that funds be deposited in the parastatal
bank not=d in the P.L. 480 Title I agreement. Also, the

Mission made a gecod point that it had improved joint
planning and programming with the GOG while the funds
remained in the GOG Treasury. While dropping the
recommendation, we urge OAR/Guinea to consicder that proceeds
from future P.L. 480 Title 1 agreements be placed in an
interest bearing account in a deposit taking institution.
This would (1) be consistent with a recent A.I.D. policy
updateé/ and (2) better ensure that counterpart funds
maintained value in the event of delays in disbursements.
We also agreed to modify the recommendation conczerning
measures to enforce GOG compliance in funding development
projects. The stratz=qgy proposec¢ by OAR/Guinea to ' make
greater use of conditionality should, if properly

implemented, result in corrective zction.

In conclusion, we modified the draft audit report to reflect
the changes taking place in the A.I.D. strateqgy and program

in Guinea. We share som¢ of the coptimism expressed by the
OAR/Guinea, but we believe the GOG's pcor track record in
undertaking development projects requires constant

5/ Supplemental Guidance on Programming  Local  Currency
(State 227494), dated October 21, 1987



monitoring and evaluation. We consider the recommendation
as resolved and will close it upon completion of corrective
actions. In this regard, OAR/Guinea should provide the

Office of Inspector General with periodic progress reports
on action taken to close the recommendation.



B. Compliance and Internal Controls

Compliance

The failure of the Government of Guinea to make counterpart
funds available for development purposes was an instance of
noncompliance with the terms of the P.L. 480 Title I program
agreement. Also, the deposit of funds with the GOG Treasury
even though in a numbered and separate account, did not meet
compliance with the 1985 P.L. 480 Title I sales agreement.
The audit review of compliance was limited to the finding
presented in this report.

Internal Control

The audit disclosed that internal controls needed
strengthening. There was a need to ensure that counterpart
funds were made available for project support. Audit work
on internal control issues was limited to the finding
presented in this report.

- 11 -
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Exhibit 1

Summary of Active Projects in OAR/Guinea Portfolio

(as of March 30, 1987)

Project Start Cumulative Cumulative
Project Title Number Date PACD Obligations Expenditures
Smallholders 675-0204 09/28/83 06/30/87 $3,800,000 $3,041,000
Production
Preparation
Agribusiness 675-0212 01/16/84 06/30/87 1,800,000 1,267,000
Preparation
Combating 698-0421 06/22/85 12/31/87 385,000 118,000
Childhood
Communicable
Disease
African Manpower 698-0433 06/22/82 09/30/88 2,249,000 831,000
Development - 11
TOTAL $8,734,002 $5,257,000




P.L. 480 Title I
Recent Local Currency Proceeds and Use in Guinea
(in thousand Guinean Francs)

1983 1984 1985 1986 1987 1/ TOTAL
Proceeds 174,276 181,894 509,024 2,064,265 2,560,750 5,490,209
Used 2/ 54,746 83,098 0 288,744 453,112 879,700
Percerntage 31.4 45.7 0 14.0 17.7 16.0

1/ These figures represent proceeds and expenditures as of March 1987.

2/ Fiscal year amounts are shown for 1983 through 1985.

Z ATqTuxXw



Exhibit 3

Counterpart Fund Contributions
Planned Versus Actual
(as of June 15, 1987)

Project Counterpart Funds 1/

Number Project Title Started Completion Programmed Received Percentage

675-0204 Smallholders 9/28/83 6/30/87 $580,000 $80,000 13.8
Production '
Preparation

675-0212 Agribusiness 1/16/84 6/30/87 325,000 33,000 10.2
Preparation

698-0421 Combating 6/22/85 12/31/87 190,000 11,000 5.8
Childhood
Communicable
Diseases

l/ Funds were converted into U.S. dollars at the current local rate

of 410 GF to $1.00. Attempts were made to obtain the exchange
rates prevailing at the time the counterpart funds were made
available to the project, but information was not available.
Exchange rates fluctuated between 300 GF in January 1986 to the
current rate of 410 GF to $§1.00.



Exhibit 4
Page 1 of 2

OAR/Guinea Efforts to Obtain

Counterpart Funds After May 1985 Agreement

May 23, 1985: P.L. 480 Title I agreement signed.

June 12:

July 23:

July 30:

August 3:

August 6:

August 23:

August 28:

September 3:

Letter sent to the Ministry of Planning urging
the Government of Guinea to place all the
counterpart funds into one account.

Office of the A.I.D. Representative/Guinea
(OAR/Guinea) contacted the Ministry of
Planning and was informed that a joint account
would be opened at the Banque Guineene de
Commerce Exterieur.

Another letter sent to the Ministry of
Planning asking that the joint account be set

up.

OAR/Guinea asked the Ministry of Planning to

arrange for counterpart funds to be
tvansferred to the accounts «f three A.I.D.
nrojects (Combating Childhood Communicable
Diseases, Agribusiness Preparation, and

Smallhclders Production Preparation).

OAR/Cuinea contacted the Ministry of Planning
to inguire about the Jjoint account and was
informed that the account had not been opened.

OAR/Guinea contacted the Ministry of Planning
and was told that the Government of Guinea had
decided that funds could not be made available
to A.I.D. projects until all the counterpart
funds were placed in one account.

OAR/Guinea reiterated 1its request that the
Ministry of Planning arrange for ccunterpart
funds to be transferred to the accounts of the
three A.1.D. projects, and to do so before the
end of the month.

OAR/Guinea contacted the Ministry of Planning
and was informed that <counterpart funds will
be transferred to the account of the Combating



September 8:

September 10:

September 19:

May 15, 1986:

October 23:

January 28:
1987

Exhibit 4
Page 2 of 2

Childhood Communicable Diseases project very
shortly. However, funds for the other two
projects could not be transferred since the
divisions of the Ministry of Planning in
charge of agriculture and education had not
been contacted.

OAR/Guinea contacted the Ministry of Planning
about the transfer of the counterpart funds,
but the cognizant ministry official could not
provide any information.

Letter sent to the Ministry of Planning again
requesting that a joint account be opened.

Letter sent to the Ministry of Planning
requesting that counterpart funds be
transferred to the three A.I.D. projects.

Letter sent to the Ministry of Planning
expressing the need to urgently set up a
coherent and efficient system for the
utilization of counterpart funds.

Letter sent to the Ministry of Planning
expressing concern over the 1low utilization
rate of the counterpart funds and proposing a
meeting with Ministry officials.

Letter sent to the Ministry of Planning de-
ploring the 1low utilization rate of the
counterpart funds, and warning that the food
assistance program in Guinea may be
jeopardized 1if the 1issue was not resolved.
OAR/Guinea also suggested an amendment of the
May 1985 agreement to establish clear
procedures for the approval and disbursement
of the counterpart funds.






Appendix 1
Page 2 of §

UNCLASSIFIED CONATRY

C. "IN THIRD PARA OF PAGE I, PLEASE INDICATE AS OF WHEN
1T WAS THAT NO FUNDS EAD YET BEEN DISBURSED UNDER TEE SUPPORT
FUND.

D. THROUGEOUT PAGE II, PLEASE GIVE BETTER SENSE OF
TIMING, THAT IS, WHEN AUDIT WAS MADE AND THF PERIOD IT COVERED.
ALSO, PHRASES LIKE QUOTE LITTLE IMPACT UNQUOTE AND QUOTE
ADEQUATE UNQUOTE TN PARA THREF ARE TQO VAGUX TO RE¥ MEANINGFUL.
DO YOU MIAN, TOR EXAMPLE, TFAT EVEN THOUGE MISSION MANAGFMENT
WAS UP TO NORMAL A.I.D. STANDARDS, DEVFLOPMFKT ACTIVITIES
FAILED TO MEET THEIR STATED ORJEGCTIVRS? OR IS IT TEE
ACTIVIIVES ACHIEVED THEIR STATED ORJECTIVES PUT STILL HAD
LITTLE EfFECT ON POPULAR WELL-REING?

E. SUGGEST WORD POOR IN FIRST SENTFNCF OF PARA TWO OF
PAGE I11 BE CHANGED TO SLOW. POOR CARRIES A WEOLE SERIES OF
PEJORATIVE MEANINGS, OF WEICH SLOWNESS IS THE ONLY ONE
SUBSTANTIATED IN THE REPORT.

F. MISSION BILIEVES THAT PHRASZS LIFF QUOTE A.I.D. HAS
REPFATEDLY FAILED IN ITS EFFORTS TO EAVE THE GOVERNMENT COMPLY
WITE PL 48 REQUIREMENTS UNQUOTE AND QUOTE ALTEOUGE NECESSZARY,
A.I.D. TID NCT TAVE STRICTEZR ENFORCEMENT MEASURES UNQUOTE 1IN
PARA TI1 OF PLGE THREE POTY MISREPRESENT TEE SITUATION AND MISS
THE PCINT WITH RESPYCT TO FVINTS HEPE AMD IN WASHINGTOM DUPING
THE PLRICD COVERED BY TEE AUDINT. THAT IS, TEE MISSICN
ENCOUNTEKLD GENERALLY ¥FA?Y GO MANAGFMENT CAPACITY YEDE EVEM
WEAYER kY TEE UPHEAVAL OF GOVELNNMTHT CHANGENVYFL, THFRETQORF,
NEITHER COULD THE MISSION ANT 503 APPTY COUNTERPART FUMNDS
EXPEDITIOUSLY TCWAED PROJTCT USES NOF COULT TEY TWQ PARTITS
CARRY OUT OTF=R REQUIRFL PROJECT ACTIONS £S FAST AS CRITINALLY
ENVISIONED. TPIS SISUATION ¥iS ONF ¢ TRE Z¥Y FACTORS 1IN
SUESEQUENTLY SWITCHING TiE LOCAL CURRENCY FRCY PROJECT TO
POLICY RELATT??22?UCTUSAT ADJUSTMINT USTS MNT SWITCEING TLT
MISSION PROGFAM £S A WHOTT FRPOM A TROJFCT ORIENTATION TO A
POLICY RELATEl PROGRAM OEIENTATION. IN FACT, ONE CCILT ALGUR
CONVINCINGLY THAT TEF CURRFNT USF OF TITLF I LOCAL CURRENCY PCR
STRUCTURAL ATJUSTMENT, ¥ITH FXPENDITURES TO DATE IN CY BF AND
CY 87 OF DOLS 4.6 MILLION, REFPRESENTS A MUCHE MCORE PROIMCTIVE
NET USE OF TEF PROCEEDS THAN WOULD HAVE BEEN TEF CASE HAT VE
SUCCLEDED IN USING THEM EARLITR FOR PxOJEZT FURPOSES. ONF CAY
ARGUE EQUALLY CONVINCIWBLY T¥AT TUENINC COWN SMALL HOLLERS II
AT TEF 2HOJECT PAPEXN ECPR, THE SJFSEQUINT RETOCTION IN FY 26 T
COELIGATIONS FKOM DOLS 4 ¥ILLION ESTIMATED IN FY 27 4k5 TQ TOLS
¥T
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8. REGAKDING QUARTERLY REPORTING ON COMPLIANCE WITHE PL 480
AGREEMEN!S, WE NOTE THAT A QUARTERLY REPORT PROGRAM IS ALREADY

IN PLACE AND THAT THEE 306 1S SATISFACTORILY FROVIDING THF
LIMITED INFORMATION REQUIRED RY AID/W.

9. W7 HAVEN'T SUGGISTED ANY REWORDING OF RECOMMENDATION
2t AND CAN MELET IT EASILY ENOUGH BUT RIC MAY WISH TO RETHINK
THE RECOMMENDATION BASED ON THE FOLLOWING FACTORS. TFIPST,
WASFINGTON WILL MAYE FUTURE PROGRLM DECISIONS, INCLURING FOOI
PPOGRAM DRCISIC:..3, FLSED ON SEVEARAL FACTORS SUCE AS TOOD NEEDS
AND AVAILABILITIES. EVEN TO THE TAMENT LOCAL CURREMCY USE IS A
FACTCR, 7ISUST, WZICHR IS NOT BEING CLAIMED IN THE REPORT,
RATEER TUAN SLOWNESS OF USE, WILL PT T9E PRIMARY CONCEERNM,
SECORND, TkT GOG EAS PECCGNIZED ITS INSTITUTICNAL SHORT~COMINGS
WITH REGLED TO PROGRAMMING AND DISBURSING LOCAL CVERENCY
PROCEEDS AND EAS RIQUESTED AID ASSICTANCT IN ADDRESSING THENM -
I SISTANCE W¥ICE 1S 0w EYUIND SOTIDULE TOR RTASCNS TOTALLY
OUTZIDE Tl CONTRCL OF THE GOG GF THIS MISSIQN. TEIRD, W AWT
TYING R CLYLTZn PCRTION 7F GUR FLOGRAM 70 CONTITIONALITY - A
MOrL FLEXIFLE, PRECICE, ANT SURSTLFTIVELY ORIENTID APPRCACHF TQ
LIMITING AND CURTAILINT ASGSISTANCY TEAN TVAT CONTAINED IN THE
RUDIT KECOMMENDATION. FOURTF, T3, FOTENTIAL LANAE OF USES IS
MNOT NEAKLT SO *RCAL AS INDICAZTRED 19 TAF RISCUTSION S»CTIOW GF
TAE RUDIT RZFOET GIVIHN CDES SILIGTURLL OY PuOGIAM TOCLUS, NIVEN
CDS5 ECPE CORCEXN CF OVER TLE MACUL-YCONOMIC IMPACT OF
DISEUESEMIENTS, A"T GIVEN TLE DIoionyTmpem AMONG VARIOUS DONOE
EXFIETS ON THFE RFST USY AND FTLAIVE POTENTIAL IMFACT GF LOCAL
CURRLNCY GERELATIONS, T¥E ATIIM JCOOMMENDLITION AND DISCUSCION
i TS LANGULGE OF CHOTY FULLY COMPLIFD UNQUCTE IMPLTES

108 OF COMTLIANCE T0 4 STT LIUATION WEICK ALLCUVS T0n NG
CTICONS WYXENW TEL FROLLEN 1S FART COMPLEY TEAN THAT.

Ry, THE RIPORT TANGULGT, LESHITE 175 §MIpN SOUNT,

NS FROAD LOGTHOLIS IND RTILE0WS MYASURES LESS STRICT T
TuObE AID ALLFLTY WAS VUDERTL 36, WILT, CONTINUE T0 UKDLETATE
ICE ARE ¥EAATAG FHUIT.

FAN

v
’

100 RLS( SUGSYST EXCHANGT Lp0T CLICILATIONS IN REFORT BE
REVIFWES TCG FLSUER CONFOEMANCT WITH rrT CUOTT RATE AT WHICH THE
CENTRAL MONETLYY AUTHORITY G THT IMPCETING COUNTHRY ... STLLS
PORFIGN EXCHANGT ¥0OR LOCAEL CUZTTINCT In CONECTION W1ThH T
COMMERCIAL IMFOWT (7 Tii SCME COMMOGDITY CRCUCTE TANGUATF OF QUR
TITLE 1 “ILATFYAL ES-EENMENT ANT TO TAYT % 9T% OF THY MASCIVE
SEVALUATION WEICF THE GO5 JARRIED CUT DURING TEE PXXIC™ CNVLEED
EY THE AULLT.

11. HOPT THY KAROVE IS USKEFUL., WILL FF BEATDPY TO CONTINTE
TEE DISCUSIION AS A+PROFRIATE
LUFC
BT
#2390

hANN
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USAID/Guinea
AA/AFR

AA/M

AFR/CONT

AFR/PD

AFR/CCWA

AA/XA

LEG

GC

XA /PR

M/FM/ASD
PPC/CDIE

SAA/S&T

IG

Deputy IG

I1G/PPO

I1G/ADM

IG/LC

IG/PSA

AIG/I

REDSO/WCA
REDSO/WCA /WAAC
USAID/Burkina Faso
USAID/Cameroon
USAID/Cape Verde
USAID/Chad
USAID/Congo
USAID/Ghana
USAID/Guinea-Bissau
USAID/Liberia
USAID/Mali
USAID/Mauritania
USAID/Morocco
USAID/Niger
USAID/Nigeria
USAID/Senegal
USAID/Sierra Leone
USAID/The Gambia
USAID/Togo
USAID/Tunisia
USAID/7aire
R1IG/I/Dakar
RIG/A/Cairo
RIG/A/Manila
RIG/A/Nairobi
RIG/A/Singapore
RIG/A/Tegucigalpa
RIG/A/Washington
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