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completed its audi t of the Il"SAIl /Guatemala laub1 i law 480 Ti t'I, I program. 
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The draft audit r ]port ws:is ib I tl' t1 V')III HO)" colleult "lit v,)Ilr
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been vfFectivt~'t toirl icii'is'l 'i:icrs-ipy Ii jnt: ti v' 
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responsi hi Iitvx. 

T k 1epo rt, -oM,,'jijs gtwi o t 'IIv '' ti t ) *~' ' oI h t!I 
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USA I/QI1)/G JArqAIA

PUBLIC WA'480 TITLI. [ PROGR U 

PArI - INIRODUCTION 

A. Background
 

The Agriculture. Trade Development 
 and Assistance Act of 1954, referred toas the Public Law (PL) 480 program, statedthe International Food Assistance Program, 
three primary objectives of1) to promote agricultiraltrade, 2) to provide humanitarian relief, and 3) to assist developingcountries to advance economically. Responsibility [or accomp li!shingthese objectives tis shared by various agencies including A.I). ,lepartments of Agriculture, theState and Treasury and tle Office ofManagement and Budget, all of which were represented on the Foo,Assistance Subcommittee of the Development Coordinating Commi ttee.Executive Order No. 12220, dated June 27, 1980,of revised the delegationsauthority to the International Development Cooperation Agency (Whichmay be redelegated to the head of any other executive agency) tonegotiate and enter into agreements with friendly countries for the sals
of agriculture commodities. The 
 Agency for International Developmentdelegated primary responsibility for the administration of 

wa.s 
the Public taw4

480 program.
 

The PL 
 480 program consists of concessionalcommodities such grains, 
sales of agriculturalas vegetahle oil, etc. from the United Statesrecipient Countries toon favorable credit tens. Recipient 1,1oernentssell these commnoities to the private

to the public. As a resutlt 
sector and, in some cases, directlyof worldwide food shortages and laggingeconomic progress in developing countries,strengthen the humanitarian and development 

the Act weas amended in 1966 to
objectives an:l required tiherecipient governments to establish a ofprogram self-help initiatives Loimprove the agricultural production, health anl education of the nitapoor iising the local currency proceeds front Pl, 480 sales. 

Guatemala had experienced a drastic economic downturn from 7.8a percentgrowth rate in 1977 to negative growth in 1982. To assist the Governmenltl.of Guatemala in reversing econom icthe decline, IJSAlDIt e:i I'established a strategy to support its ofdevelopi.ent objectives 
balance payments and lonig-tvrmusing, among other resources, the Public Law 180Title I Program. theFor per i od 1081 - 1986, Gtiateiala importelapproximately 95,000 metric tons of vegetable oil, tallow and wheatgenerating approximately $40 mil.ion in sales proceeds to :sedbe For

self-help initiatives. 

B. AuditOhjectives and Scope 

The Office of the legjional. Inspector General t'or Audit./T'guicialpaperformed a program results audit of Guatemala's Public 10 Tprogram during the periol Play 
L,aw 'itlo18, 1.987 to Aug(.,,ust 28, 1987. This 110itwas selected because of Congressional interest in local currency iiss. 



Our obj ccti.V'(S ,4Pr, to do', lid np i local FirtqlC i S wail! ' 'rataccorlance ,:1witIi the rispe' I iv,," ',,,sAi . r'ns ;ml !,/eLMhor the Iir:l1currencies werIe Ifr& Li \O]v A I 

To accompl i sh I ,he obhjeC:Liv,',,, -I.li1 M ,I(I 

s, (I ,),I s,'lF-hep iniri" L iv s. 

w,,) ire Ii l',Ipertinent filos, rec ris an]l Ieo I ; 
rv i e,s of

intrvipt:,', . ()o ol itndl iIafat. J5A I/GIrat II, 
it 

);ih the U.-. I,)epa.( , t of .\g. ih lt I-,, (Ie lJ .,. H!, .010, (;ov rllmol (;irit mi la .iiif sji:lan, f II Ii ( 'i,I )nlIil , V j-(Cl] -, 

Site visit to ort Cci Ilie , Ih, iIi i rov,nI $38,80h, 08 inof siles lop )sitsprounen :11 aplr,\ in Itv I;II million in .i-LIrw;.Ie frself -he Ip proj P'c (s cov KI)ri i1 I ll' a;1 e'InI q!i, t S or -1i sri I ,, I' ; 1,)1 to)19 86 . 11 e ( ',l n (oW in te r naI l .:(I) Ir ; r ' ii-0 ,,I W,P M i tl'I I t, LYissues ,inl h,- , I in ,r i The :-If.i, kas.v ill a )i !eii;
;Ic(' l'ted t)\e le i a ii I iw ' '1 1l,;. 
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US;A I l)'(; J,\I) ,It\ IA 

Ti ~~ Pi ~ ~ PIn ~'i Bi I ii- IAN II lj I'f~ C1 'C (iVt fCI0 

Comrp Ii iancv I, i hI I W uivo n i iq airt it s, .'1cr'~ovtr, Anlo )cal kIreh.; losIlzrd 'lot h)Cefi OFAWcj IK Y ioW Lowi r I irliI(i ng S&C hpIP OeC Li PS. 

Apricutura AmtuItv h* liiisso it- "w~roas iq!g infl (1ncf\' (n- SOi KI 180APtte? I roiiri nI iia~~ii Tli, inused the .i.SSioirl to 1'it Iir~It ![,)'i ts ntma~i I Iy Apep i tivol vmnfl( 'i i ni I lit lpryraiz ami'! v- legji A' itI. t) nix, so it on;i ontilta it o e;! tfli shit- Lo ttvorsup TilI' I 'Bit ('is, oste Ii.1)rog iili i ii*( II~ Ii sj5' 0lf (Util, II V SA OSs )~I')(. o'I III *Y r iI IINAI 1"(;~al~e.1a I i a 'Ai s-it i W I.-I, irp fvi.I i Iti ItF i ! ,po -Ii 
'(1 i a 0r (I t pt I F;1111 11 1:( Il I-i I", I ()c I (-I I 'r i cim 1 i '' 1-

I I () a- o ; p h , I Si o l t !) ,1 ! I ) ()l, I slpi I 

not iiwsp n ii'I I v Co imin i I i qei cuWu 1oWi: , I ii ;a l) rie( 'f., 1, IIo(iI si ma irA Fi -h lp;:Vis1 Ait i M ich5 uJ I - t ivso It N0' I -- ia I 

1ql or t)i aor ii' Iy rli *I'edt po ' I iii J~n . iw th II I-1 irat!SM C,i s f . 

Til(, IL I-C lritl s Iin1' , 1luicit I G' I man'' I iis i :I i t1ulinv Iw ! p ,w "n~j-s 
for vi let Vorit: P ISOI!I(. 'pI andr '' jo ill ()f T I ffl ' 11 1 1"Ii 5ioii oHi, ., i i . :I,:i -it , t w 1i r>' air Ii us! or PL 4 81i Wi a voI 1 

hl~rin0US 11 Ia I ) ro i I v it n (oitI a'lip I( !- o( 0 i t Ii IaFt:1is L) lit I, 
ap ao'' :ill Ao - r I1i Ii oxc ,) I"i potIw p ot'1il" I ) 1 v 

Uit io l it', i d notii di on I (itiul!D' 0 o i l 110it r I i 

oil) , 111 il11 I I it I:I' 5o 1 I (o r liii la ill Clo Pi Ii I..I 11,N Ti f,I" I 

http:1"(;~al~e.1a


cuty
the i~t t (51 i1.ttit~, to 1011111 it Z( iliawnOt r sfloni~hi l iodiiffeen~ces sIw~mary Ot)Q UcSA I ) aml IN, Apri1 l *\t timr loenu pin im is i stIMR I in 1 po ' (c ~n Coi ilt t'1'c"ij) lit if- 1 ( ok-r-I
 
t(!a)I i uembevs 101 itMWI 
 Q IV; MIg' IM AIN Wt'vii ons Mr ims. At thre'1iy~ioii 1)1i'efi or 1-qI'(-O't andv is iZ(;jA/I* jui v, tun c(mm~leits tom.U 

withiI0whIic Wth 'hqA= is woin-

I Iowev t-, Ah 'W)~Is io Dirmr'v s s i i( ltr I :w ih v I , I't 

the P1 Wit I pti I rilcizn t wairlkr ro iritrisptin itnhI vivn ; 40audt repti' l( toI''ii~~J~I'i !tLoo.th f Ipoac hcto ii~i
11(! Plo 180i I rol'.ii, Ii prli'itmt'h ~i ho co;\ll)') t 5 i~t Itli I 

t Ie !)i F t ' i nc nn';j sonny, i n awto 'vi t i S:11 . tiI' 
missi ro' t'Sp(h t ( the lv'-Oft xI i I- r>'pov'. , ;iiil 41t\' r 'T tI) I
Iidiiduli i s sn is at the 'i of 
 ':ich Qi ndi iy 

'7.
 



_______ 

A.I Te u iI. itj 1Por TOit In I wy;asiyo ve ing 

1.The Puhi Un 11 T~) it In prinrmi W 'h TIVFI'w I=vnry'Iino lon 

'Soll( iiim tnl' w;n' i i r "I wo r%'~'int iI , !)( Sn)II : Il pI) ocof In I [ro,: (orwlin.I i t vSale whic(1 IIJ rt* I') 1w I t ;' I -hf Ip i tli tl i vns k1%' f t honiii:' 

(I p; , innI I I I ynt tnI ;-n on, I l r '1 , i' it-; ph m is~s rqii Irl \s 

f ; lt'10 liw it I Vt !.h' i ~ ~ !)n 1( 

a i on-' 

respontis I'i i s So,v' ben IN 'iii I in acciwdr llce witii rx is" iii' \. 1. 1).I fll I lOolk '") Ii, IAic 0i , nOlwOC i al.IIy w i I h r, ' c t t) ,lop(Is i ts oif s, 1''; p rowct "of s,For alI pici esn i nv Ivel inn I p lOn! a on" it Ihe l'Oh ivc Wa IN 
Ti t IP 1 Prop ram. 

W~e rocoiuren I I hat 11 .\ IIJ,'Gua tema Ia obta i n vvi Ierue that art Iintis u v' hoon
takern to) on11511 tO11,11 

a1. Ftuy!s ref) tosi t i n t he sal es (Ai corn Fir*mil the 19H6 sa Is ag~nq*eeniUIi ve been Iepos i tWI in the nr'propriaw~ acuotint, Mir prn: ranpli n:!V[)tiposos an I t Ilintt [he (-Itrrn-.11v IIC ns paI'Ilnt I )XthasFor !"'nnlepos itol in thtilIoctl 1 I .. li shyirs inieorrF mr account, 

1). Owe (ilrn 'i nvmonat; it; i vf-~ v" y; !'Y1' 'iii O ijv"
ots Fto _ 

h~fwn riou' iiiui it 11p, lig n t rawI mil ai~f1not oft ItI'It- l' 

tti~er the ' rfiIripi ir iana lat -,ol i t Oi no p i Uto on''loll ar -wiiin, lit . 1C n;il- no;wormo-i in~ excess it thIin rdFto t'*I imoe(F~l~n~(ItF t>I 'Ak"Ti shnul .14''l lIit, rvy'; i' irp s iI; t 

liecoirivneridat toin '"o. 

I sa Itvs a rrI1't q r~ i o i w rl -;Il " p o e ,I o Ie o;i " 14i t lI iI I iIm, i Iti 1 e',i Ioft I Ilt,'r t that~dSi1% i trhi n no I'leJO5ite 
IdeI (di t nitini it i si vf~B' I lit 



Discu(ssion 

Ihe uhl ic hm,' -180 Ti tL Ie I prog ru was .i. i i t nred thiroiih neoto. i 3 t,,sales amIJl ir' rint- s with tihe C(V, FtlrloilOl ,0I 10w1.!rr%(r- , i 1 1a co!nt rv t ;coilit ttee rorr, -ti M! of rn sen-t -it. i ve- i -;iFo ),/;Aiat.-tia Ia,Depart ment of af.', 
l/ I ii'\r ic twin!h, :mftl te t ht' o ', Faih ' i,"!ot4i It ill'ins rictions a rp i-S q t hv an int " -i)!o' ,-v I).1', ' FIoplilo, t " r1Iji ifi ll'!Co i tt e in ',Qshi i,q o , D. C. inqN ii n) FbI, y:iyjt j iie 'ri', Fiut I 'p ';i,,ifi rlc Itldo'- iin I) . ,:i les ;ia ren,' ll IItsIS.. lls( I'-rt , 1).i ts I "I iash i ngton, 1). C. t l JmiFTit. l olui itfn(r' f r 'i \. I.!). .1tfI t ,I 'jp~l I'fl't 

, I 

g' ri(:tll. re( l)V Ir ,,I lin t eliip, with nl,,r,tjoa t 
f 

prnI o i riIvIs I,) i MOl iern'it. 
t he irogrnamI. 

A.I.). li tihook. 9 :wiil l licv Me)(.t.tl':ijfl it i 'To. 1 pr,O\'itf ']I lt A'r;A , ,I<il IWi th sp ei ic- respotv;ihi litirns in Fl, .18() a l11jiii st rat, i oui ; w'Vr, oI . lv] ioited seps V,, ha.on t.aken to pirvilFe pro rxi: ov- igh!t..fJSA]lL/(;iigtera, a's' ole i i Ill, 18 a li ,iisi rii ion c s 1imi tel top)ro riarmii inpI lposits of? salos prceed:- f-or s ,i-lreI'p pritocts nobta;ilining the' conili tee's approval for those liro hyw Du <t I hf. ex f rrs v.' I r/\.'ro Vxy. -,'te b",t Pr' phe II. S. M iri,,, :iilvS artmilef!t if-A ricul T' I wrsomw I, 1SAI i)/(i;ih .it i 1 t fi! iNOit w n'ri so I ihinUl ,lTtl( t.reswi't)si)l b 1it. ies over tip! p'.r rt as ' "ii I , A,A.1.1I. ol i v. 

l:(r;i,i I pro', rr.i i'S!-,pnu i j FitI :i ;IOl lo 'l,'qt ifni ; (At alitltorit ' it) oo,,rsv5(,the VI. ,18) '18Tit. l '.iail i w' re nit dfTinel withI int he Ihii ( ed, '-;f "if (-:, (]'ov,'r illontII the c :imit tp, or i'in'!(I I.; ) '! e it- I(.,;. Tlhe, M)-17 i, c, oF I Il 

state [Atlihtl i-, in A iicr l II r,al Art 0I i; At t*! o l aI lhe-rin',; th r-i t v {Mi PI' I,ji
inI I Ii.i t. I14 I'1 .18) ( Ti';i it t, -oo iwhoestablished )\r tho V!t'I\b;I ;,1)tI. I ,ore'wer Ii :I':reollIlI l I, oil r )! l
adi nil xl ti<i isfiti'; 1ij lI i,' I . l.1ee 11!).. itr 

1
Ai L O ho o ir'I 
si scquent f to l rl hu nt- t.tlijt'.t 'I ti I-, tll t!.it, I l',, < h41 i ofTi 4ii 

thi Depart -!'iie! A'' r (lif tiI i ;rI,iiu i uiI 
 lrI v o-l Pl I "l~aw l n[Tn t I,o tini tn , 'i ;e, MlIi IN& apT'i , h iitn r,,ts :c lvi 1 Wi;,-
oef V L i v, It', r,n u tip P,> n(I i (m , t lIilil it o vt 'S i gIit of I le (;W('(l-' i'Ineor (;If la .ll i1!,t' ",.:+. l'l, 11 ( (;()(;/ ,111 <)<1"I o;) (A h". <',a lf's' ato 'reo!lm -ll.. " 1 t Ce, , 11i ;t ipi[ 'I( I 

The "i1Ait Ii -;( 1ons,' IlltaI I o 1I eilI v I)t iii Ii vi llt I ,'1S ais'; p o!trespoi i I 1i t.v ,r Look 1il' i ni t t t,I to ' i.ltT,l i , r'l.ll, ovtO'rsJIIh ,)tt he (;overlilil+1ti 1, !,;) ts ! s ()I' (:oi'i;ioi I v t,, p-,Plt' : ,o Is. K,'\[ ),' li t ''i:i 1 
had1 ot t oi , (I imnlli ,Wrinc, :Ji" l ft i1i III. i i:-; it<viltlrit (I o I im i : s i: I,i, -I. kA r t I i llit till e l;iii n VX1 1). fllli i , la , It i n )< , ic ,o1 i vd et, ni iuil +i i t'1P , P Mf{p l iro i 11i nl Ii rh! I I,i l Illi-If . \ l .";ii ...hadl lill r,' lw i !-, l , fe;()( to Illi1L,, i lllflv. t, o Il,'fp , t [- ~~,+,t,I.: 
ma,'ke, Iho, Ti,. ill 


11 t'i I !1 1 , r II ( 


r,' l Ii In, 1' 1:1 oll+N,v :1<,; , .l t ;I I ioi,.lv I'l, illi, r i110 it ', 

I , If" ! o , )h1i ~i -t I:t,;']I , li1i1 ; r 11 1,:" < ( I ,l11,1 ! 11i ;,III- , l Inw e e'1,;, heI,, t,,!p
, 

w, 
i 

Ii, 
' ,I 

i n i lit n'l -e')- + ri 11. ;((o ifiI ;1<, i~i a(!(-t' r) ,i(t-e w¢ li A l!) !)(d i, v. e,+e s t i1!11 t ,I I II,I tihe.<;f 1!i;iii,1 1'e lt lit Jin,'lI- t ie lln-i,,.-, I tt'd,< 1ii i'lt:i~ . ' 



$10 million in local currencv cqtiivalents not being made available Forself-help activities. The Eindings presented bIel; describe tile reslitsof ineffective management over thle dlepoits of sal es proceeds .. . 

Puhlic Law 480 Title I Commodities Were I'ithhold Fromn Sales Graincommodities imported Guatemala asinto such rice, beans, corn, otc. wereby GOG law to be sold by the Instituto Nacional do Comercializacion
Agricola (INI)ECA), a parastatal Food uarketing organization comprised or
government and private sector representatives. 1NDECA's role thein PTO480 Title I Program was to receive and sell veqetable oil. under thefiscal year 1984 P, 480 progriam. Also, INDECA received $1 Millionl worh
of corn (1.5,000 metric tons) in November 1986 For the fiscal year 19%6 
program, but its sale had not been completed as of August 1987. 

INDECA officials stated that some of the corn was soll (about II, SO0
metric tons remained in inventory as of .rne 1987) ht the reinai njiyinventory was heing held for price stnibilizati on purposes and emergenz'v
reserves. We were not abl.e to determine the reasons whly this corn w-is,

purposely not sold since we had observed in June 1987 the off-oa0ling, ofanother 50,000 metric tons of corn imported under section 116 of tieAgricultural Commodlity Foreign Donation Areement. In addition, anINDECA official verif ied that the CO(, approvetl the commercial importat, ionof an additional. 30,000 metric tons of corn for the private sector andthat Argentina had donated another 2,500 metric tons of corn, all of the 
same grade. Further, Guatemala was expected to harvest a humpor crop of 
corn in 1987.
 

INDECA's decision to hold the corn since its Novemberdelivery in 1986
affected the implementation of the fiscal year 1986 PL 4180 Title Iprogram because $1 mill ion in local currency was not V:,ilah for 
self-help initiatives or to make the necessary Currency Use Payment (CUP)to the U. S. Embassy. Financial. reports from the Ministry of Fin.-nce 
state that the currency use payment will be sent to the U.S. whenEmbassy
the sales of commodities are completed inder the Fiscal year 1.986 pr,)gran. 

The Pl 480 Title I committee had not provided management oversight o
 ensure that sales proceeds were deposited. The sales agreememt ,liOnotspecify a time period within which deposits should be made, effrecti'velvplacing this responsiblity unilaterally wiO t he COG. This had resilltel 
in $1 million in local currency not heing madie avi lahle for pro-,rammint 
purposes and IYSG operations. 

IJSG Agencies Did Not Ensure Timely Receipt of Currency U1se Panents -Public Law 480 title I agreements negotiated with the Governqent
Guatemala reqire that five percent 

o, 
of the imported valme of commodities

be set aside for payment of ohligations to the United States Cover:i.,,ntand for carrying out its various programs. These payment.s, knovn as t,Currency Use Payments (CUP), were to be paid demand byon the IS or atthe end of the supply peri&l (each fiscal year enled September 30). Theapplicable exchange rate For deteriflning the amount of local currm'y to
he paid to the USG was the rate in effect on the 'late of pay',ent. 
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USG agencies lid not adeqlately coordinate efforts to ensllre the COG made 
its currency use payments on time. For example, 0I1 for thethe Fiscal 
year. 1984, progran. for $332,455 was -ilue -on Sept embher 30, -1985 hut was -not
collected until. June 18, 1987 (over 20 months late) after our aitrit
disclosed the overdue payment. Thlis occurred thebecause country teai
committee had not designated a repre. imtative to ensure CUiP collections.
The COG requested the Bank of Giatemala to prepare a check for the
required CUP payment in April 1986, the Bankbut merely drew the check
and held it, claiming it was wai ti rig for someone from the U.S. linbassv to 
pick it up. 

The CUP for the fiscal year 1985 program of $931,755 was dleposited on
April 4, 1986 but the U.S. Finbassy had not received the CUP of $820,000
in local currency for Fiscal Year 1986 as of Augutst 1987, because theFiscal. Year 1986 sales of all commodities had not yet been complete,! (:,ev
the First section above).
 

In addition, CUP payments were being made at the official exchange rate 
rather than the highest rate in effect on the (late of payment, resulting
in less Favorable rates to the IJSG. For example, the fiscal year 1985
CUP payment was made in April 1986 at the official exchanr.e rate of QI to$1. Since the market exchanqe rate at that time was 02.85 to $1, the ISG 
lost the eqivalent of $604,823 in local cuirrency. The eqjivalent of$209,322 was lost for the fiscal. year 1984 OJP payennt made in Jini N8" 
for the same reason. 

Although the fiscal year 1986 CUIp payment had not been made, ilSAl /(; ha'
programmed its to USG at officialpayment the an exchange rate of Q2.SO
to $1, even though a higher market rate prevails. Had the FY 1986 C1ip
payment been made in August 1.987, we estimate the equivalent of $60,700
in local currency would have been lost lxecause of the ,lifferecos in 
exchange rates (Q2.50 to $1 vs. Q2.73 to $1). 

The losses on the CUP payments occlrred because tile U.S. Embassy did not
require CUP payments to be made at the highest lawful rate and accepted

lower rates less favorable to the JSG. 

The GOG contended that, since the sales of commodities were made at the
Ql to $1 rate, they would pay five percent of the Eunds recciwvd for the
commodity sales. However, the agrcements specifically state that theexchange rate is the rate on the date of payment. Thi1s is so because 
currency use payments are offset against the amount of dollars the GOG' 
owes thie IUSG under the Title T loan. That the GOG decided to hake thepayment at a later date when the exchange was higher, is not a factIr indetermining the exchange rate for the CSP payment. U.S. Embassv 
officials did not requjire the CUP payment to be made at the hihesr
lawful. rate and accepted lower rates less favorabte to the IJS;(.lli S
restilted in the ecuiivalents of $811,145 for the :iscal Year 1981 ind I 10 87 
programs and $69,700 for the Fiscal Year program not heing1986 available,
for USG activities. There was correspondence among the IJSG agencies
concerning the COG's use of the one to one exchange rat, however,
contrary to the tens of the sales agreement, the Embassy accepi.ed the 
lower exchange rate as payment for the (LIP. 

http:accepi.ed


Deposits of Commodity Sales proceeds Were Not Made at tile Highest RateNot Unlawful - The Agriculture Trade Act of 1954, sales agree nents foreac year, ani.lnegotiating..instruct i on ca bles- from Washington, D;C" antother guidance required deposits tilethat from sales of commoditiesshould be made at the highest rate of exchange not unlawful. In November 
1984, the Government of Guatemala established a floating parallelexchange market valuedthat local currency in excess of the official,one-to-one rate 
 retained for certain transactions. However, dtue toGuatemala's poor financial condition at the time, the Hinister of Economyestablished a list of essential commodities urgently needod )y thecountry that included certain commodities imported uder the P, 480 TitleI program. These were required by law to be sold at the one-to-one rateby the GOG to the private sector for fiscal years 1984-1985, allowinl the
commodities to be sold at a cheaper price. 

Several commodities imported tnd.ler the fiscal year 1985 program weretaken off the coinmodities list on Jul.y 2, 1985, allowing sales of thosecommodities at the parallel market rate. The PL 480 Title I Fiscal Year1985 agreement was signed in June 1985 an] includol the importation oftallow valued at $7 million. This commodity was received in (Watemala inJuly and August 1985 and not reinstated on the essential coimnoditieslist. lowever, the sales proceeds were subsequently deposited at the 
one-to-one rate.
 

Also edible vegetable oil was removed from essentialtile corlmodities listin July 2, 1985, permitting its sale at the piarallel market rate prices.A memorandum of understanding dated August 1985 was signed allowing theimportation of edible vegetable oil valued at $5 million. However, whtenthe edible vegetable oil arrived in the importing country on Sopt.mbelr ,1985, it was reinstated on the essential commodities list: (on Septe);d),r6, 1985) requiring tile commodities to be sold at the Ql-to-.$l rate. TheGOG reinstated vegetable oil on the essential commodities list due to theexplosive social. situation that could have resulted from price incteas.,on food staples as a result of the devaluation of the local curroncy.Its Monetary Comnmittee nileJl that the CoInModi ties undler the P, 180 Tit'llI program be sold at the QI-to-$1 and Fntids were d(epoSitei f ron t0hesubsequent sales of the olible vegetable oil at the Ql:$i ra,.o. 

These 0GG actio s were obviously taken to avoid prici itv the co) ii otd i'sat the ma''ket rate of exchange, possibly resllting in PL 4130 'Titicommodities being sold at less th;vn the market price in the cotin. ry,Therefore, if the oil was in [act sold at a higher price (we notgiven access to suppliers' records i) order to this 
were 

rmake deLennination),any such sales proceeds were not (leposi ted at the hilie:,t rat;! ofexchange not unlawful. Pb, comme dities sold480 were at a loss orpossibly $3 million in local currency for tile vogetable oil an]l at l ,::;it,$4.2 million in local currency equivalent for tallow. 

The Agricultur(e Attache stated that the management of deposits of localcurrency was a weak point in the program and tlhat his office hadl ntmonitored the timing nor the amount of deposited program ftinds. lTcommittee had not designated an agency or i)flividual to he respon;iohl, 
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for ensuring Lha the G)G d eposit. sat.es proceed s at: the most favocib)Il ,exchavn,. rate, resulting in a loss oF approximatoly $7.2 million in local 
currency e(pifivalent. ft r prog;ramming purposeps. 

han.gernent (oiglinor s 

Mission oFficiils .li, not ,!i. rect.l v r':spond to R'cormmenal;ition .o. I hut.iMlenti i ,,l IINC rinn.gem1et i:STOliSi lities n)vr tih Mici Law .18 0progr;m as s it -l in A. I.i). 1 icv 'erminat in n and other jilanc . 

OFFj;Rl s lispoinl, t, Rto omiendlti)n N. 2( A) I hat tip- :iul i tors '",iisse.!the stated f)Iiiy)ms( 9M
used 

or th f iscal year 19,6 ,,tein'mt." since, Lho corn wasas tF~r ;tock for price stab)ilization it- to ;i) s ho rt Fill iiomest ic pI'odcv t i on. :,liss in on tf'Fic Ia s a1 a ) -,,IaI I 1111 the (;()(; thadsuFficient filis to pIIIv h rC(IItIrFTrort 
 a'; oF o thl'yv CO'fnod it.j es aildit was not relyi n ol the corn sal's. Mi()'av,,r thI(rey statndt tihtI Pt c-1rrIn's now been sold aol the in.s hadi ,en I pos it Pd iI the Specialaccot ,nt. Wi tiI i in !v I t-o Rwi (rl eai t i(a . 2(h), the Ti or sral rhati t is imrH rsa I\I yni S I it r'sponsii li v For cv")I Ie:Lir11 thv'Ctrr'r'C Use Paymet i Hu contn tl 1110iS .S. ['reasrrv 'epl'Senrtit ive,i.(., the U.S. Ficcr.'i, rlishur hev FIu.-rth 'Iled that the countrvteam thoroghlI y assesse d Gtatoal a's ecoitolic" :ill PliLic al Situ ationtt almale a del i b) rate (n isi on h) ,accopI tihe Q1 -to-$ I 1r ,. );.Recolmmendation 2(c), officiali st tin! that the coumt ry tai corricir'l onthe exchange rate for (;H); :lps S of sales lpiocemls based on Gua temal.i'spolitical anl vconiri c inn lit I es. In ! eccoltierllit ion %'o. , oFFIciala ree,l that a p,'r solL ie I slor li he C t ab I i she, I For I,'pos i ()f sI!;,

procetls in it i i'eemets. .
 

-I)pector (Kn'ort':i 1 ( am)ietS 

Althoi ' Aiis;i,on officials identiFied tiNhe Publtic I1,aw 480 itleresponsihi lit is as sta te, in the AIl) poli cy detein nat i on .uIl t I r:It i ''llnce, colt, Iis ;ti I I r'lela i n whether the IISC, a,(enc ioes si;Ir -' the s,:Ilf.vi ow. 1i i )!,'1ri' . i on was tid, )a.SSd on i m ,.'rvi ,nws wiIh i.II ' h'ns:,r-!.)f
.ilt a; h tO n(th( 'V 1otilI t ire r (u l 'ir'ilirt, i.n. , thme ', r',rilln ln' Art iresit) '.t that it ri not his respn :isiili vt, ,o c)lle:t the CUP pa'lelilt norfollow-tip ,)n i ,posit s of sales prc,,,s. We do hel i,,ve, tiis :; tirlll, ! tohe a 'r , Inl req 'sr t ISAI),';Glae-, ;h' Ia ovile , vl,o ,e, lih.tiii i,h s l),,1 e hr,) .Io Itt o til' 

is 
atll ,le Ol ot herr I1. 1it() ,o r t,.ion ol 

Illehll eS. W,' rI ali z tfhis issue' n v fill o"! sid.' A. 1.0). .llith ri tv, 1it .. 'alre i''(it1es, i.1! thIi ict i tlo I i ,'k of- Illiiga tri )v'f') ir"i1 v' I' crl'tci; I p( rt i ie,) I tie p ou!lpi ai , a1 hvi n IItres case iiLhe n h-, pa ts . 

Witli I rI' u i to, .,.'bc ,reiterdat i otI N ). .,(I), t lep i i - 1 ve; .I: ... ,, ,s t.la it 11)i , ( isi i ,II I ()IIr ' e. II' ") ;1s , 1aitlot ' 0o 1,II"r tiiI .- , ] 1iass i SLi p tnP, i lt) I il to i 1W a I) t\' lee( I ( ))I (i it i oil. N'owhI ' C C0)v , ()l"I' I ,I) in0 , Ii' ' 1'I (0 4 ,1'" 1 1, l~l'l .ll i , in, IS pif( lly )W .I n l nI ,' ] I, 
coai ,lwoi(i'r .'ill ! ,fi I .1.:r'; atr (OIt', )kFor i st.bh ii zaOiMo"t. AitIr'espe' . I n 1 1tt I , i.vi,'t not i I),,,' .1a ' l( ilt i I Hh coinI a.i l '' ' comtplet al, rop')oi. 
wo l1 l , ) 

, rt l h' i)i it r1 ( F itnii ( slt't liait( II.p ' IP itI , I lipo))l c o [,,iil,,t io ) ()Ift(, c")T'll s li Ie s . : )(InII l :, i; ,) " 
do ti in t i.t) It 11l:r ,I I l )' ; i to rn mx Iv, wP ' il It n 'oA in's,. 



SIIhse~ lIen t to our In-iFt report- i,,, W " ad]vi,;e, !)v the .;ta ,,Department Iwrv'fvtorl O( l la f t he irsponsi ihi I i tv fnr CII1 cnl I ,'ct i on
1 iVs withhi thI I.<, !lmsv. ', Iis rosnoli';ihi lit v was out sido oF
A. I. I). ' S niloU K 'Ly, I Wt' mat It ii', "r l'r,'h t.,)I l, J) pi:ttrolt of State 
and( l.' wi I I ,tw idoilr t,).ion'i'l,u "( h) );I u Iis'i ;ulce of the 

If I, Sl)Irin, thI ox i .t'( l ,l 'erl 'li i oil 0'r;oM lWI -it i l t "ollWo\, 'DVi,W
the i les t raigsaic i ous For vp'yiI ad , t all nw Wowr rthe 98 o ral aidW i 
lttb ~nifpropri:lt, actioils to lretq ii . (0(; tn hlveo thue reqii r'd ,vposi rn I
sales were veriFi io hveivo Ween rul in ('Xcos orf ihe (,)i-to-$1 rat . ,
Upon recei pt oF :ct I'p}le .ocuIrpn'u I im i a! l il[12 L) til ;aCtual rat, at. 
wri hie sa lS wol' r i we w i I I close R'co!ir'ienlat i oil '). 0.( lc).
rT'-eipt oF docl-Ililll a.i on lia the ,ef'losi I, atrW,e hls Wen t.o h 
the COnlltry team, we will close recoImpioenation No. 3. 

- !! 



2. Sales PrceedIs Wer Not Effct ivelv ll iI zi to Achiove Sel f-lle 1n 
Object i ves. 

The ANrIi iultiro' Trade I)velopment. an! s ist;in( , \ct I Io F !)I : r,' tt,operat in inqt rctions reqtoi re I tnt fund'; F-mi ti, satles of co i lit 0,,he progr:mme I for s, F-help ct.i vi tips to imup rv, the Il vi rno o l it r0;an! increase dpricultLr.al plra VlwiI ion oF t ho 1,lraiip)ol-. K\ I ',il',[ ( i
hail not Laken act ion!; to: ,i' 'l ;(,IF-heI:
" op iti vit i'; 1;i t 1 Sp' iFimeasiurable il cit.clo 
s ; .onsie lint frrlf'n were iS',l ' f iriplv !IInIl,\ W)1' Iso Fn s t & [for lie s'i; a-,')'Jm 1'l",yr,, 'l(' IL vleel I,i I v li 1' . l v
these oj tCLiyes was hi r ol'l h',t ;iorf,-' iii ', l , V'r
oh vVj lt o4-lilIUI Yprog Tralm i n an! onitori fI-f, ;il,, p)n,,,t.. fI DIX\l)(iratemala llltineFfecti velv m:inamotl approximilltelv d;1] mil io i;a sales prceels forself-help irniti jativs -nil was not i lkNto() i'l,.itiFv the e tent. tle( ruaIll poor hal blene itol From IP le b lic lw;n, *I() Title I Proigram. 

Recoriir'len'datil No. 41
 

We recommend t hat IUISAI)/Gunt emala providFe: 

a. a report of measurable i ndicatrors an!l the progress to date on the1981-1986 prograrms. Tis could he a coliposite report of self-helpactivities alon, with a listing of fAnds schduled to be compltol 
expenled;
 

1). an ilenlrment to Mission Order No. 19. 1, datedl April 7, 1987,requli r 1110, that an annual I'Fo0, ress report on the ach i evlenI ofself-help initiati ves he si tiedti to Washintnn, 11.C.;
 

c. an opera it.i plan From tie Covrnment of ;ratemna schl li,.rg'he,,
funr Is will he tishrrsel For the self-help init.iatives an! assijnin:!
fundls not cuIrrently prog:ramnr-l to specific s IF -hel initiatives; 

d. evidence 
 illt the CovorniiInt oF (it om ! a has r-'p FoigrlaI'te ti,remnaininq $3.2 milliion 
 in funds pro''au'rnrei For lIS) Agricli 'ireDevelon ment %rn!!k tow r self-help nit. atives whe,'l th nis can W 
monre eFot ivelv ut ilize; ant 

e. ver iFicat inn t hat w,-rnvrt 

Fitl, 1 Illulls to 'runi onlv 


the' Govvr of Giraitaina F urses ilful ic Law ,w 
th, Feo persons in the coori natL 1in0liltdesi gnaLtI as perfnrmi np act.j vivi es For Puhlic Ja\ ,180 lTit J I. 

Di scuss ion
 

Puhl ic 1,;1w [P I liJ 1, I lopi ]sl ion prvilFes li I , hefor, 0nl 'rin, intoage''m(efn'lts5 -;i f or0IaF 11ho a10';ni ll1110it ios, COlS e. r;t i>n slol)]l h)p !i 'Vrl t othe e .t'llt lii' S,, ilei, t ,otilhlt Fril is el'risirlal s,,lI-he!ir 1'5:; t.j)il :l,;l', ali I ill il 1 i, I .I l lir tr" il li n v:' a ' . nt I,4 I, F-ii i,,
Facilitis. In ;NdIlitin , thl l aw g i e Sit111I' uy,1' ol 5.i , p")'w k'be lirec(t. t ,),,rl,I I 1.i,' lu'i ,S ofi lli, iF ,' ' "IF IJ)ooF all) I !1l t Il I( ;e [ tiie till aiil l e rlolltl ,1!1"1" il"' I( 'r lll'i"dovel n s,I -hle
,ril I ' p measulre', in spec iIj' ;rrl ,ruiurCs;lNrt I .,r's. 'h,Ml,

leg i sl at i ll aI si ,uli ir IhiIt qt)rt)pri;t,' s '' . ' I tt " I lt 

- I? 
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w1hethier thl ecohoi ic jelev lOle rI ai 5,1 -l1(, A Isareement 1t tnLtNr ' l)ir) of ,'h n Ii l lv ( i(!d out :)y Lite r,'ci ji j 
count ry. ,,' iTlle e n':pl~Ii pIiUw''i WerI, fi in fti .cl v1'ar I)8' liS- '1 t i ; i ;kel '1 
.I.). haI l l . i 1s;Me iv' '19i8fitMo a;,"e: r'i, . k jh , (A, ),O~ttt 'Ian; 

Comm i , ten t~o IVo nogoIi[From lllth ! rec ip At F'' I 51or iII,',)AII~l I i'Vkt 10ieli . : C, ;a !11'*/t15 [to'!tI I I liI1 { k
1' r l {l)~ , i'~fl[< )the( lawlv, to provide, fo(r riviivs ()r the, xl(-hi(e\volO~, )[ 'l-t<l ".oals ;Ifior 


eXl)endl i U.li'" 
 ,01 SI T)F o' 'I s1 , 1 I () saI ,li pil)'lr ti',, i'por_ oilseIF-help I ti lives l1 i Y-di . aIll,<l. Ii I svIl ,.,Iinitiatives did n le r,1 
t ) 1- I' I 

PFe i j' i ' ., o Kin t , ki Iii'r Ili,it2 nL v si'(l{bene fite,1 n ) is si Uk) "sfIlu! ish F Il{) l - i}1 1i,Ir n'i ii 1 ,i ;ih! I Vil i I ), - titiIs' t dAil ' ' lo k'l'1" i i, l)tco llill ( tor,,l,, ) 1(tl i )jl n1ed '()liI()' 'llo, t I i 1 0'i
pro,:cee.ds I-a '.'i;<;l - -'pok,< ifi<I ti 'l- in i ] Iilitl' I i..1 l. , 1 1', , ") illidsl<p r'Oy r mI f111o1 1-Il(. (:()(fll-l I'Y' S3 ;1:1, r W 1I LU.Il Mi k w-'lk HotIrlan;.i'!edt ; iiJ IM L i VP, I -V'1l10 f") s"il,, pv,)cowd.sl ;,.", iA!sl t,) f'inanlice inpl ,iihl,- :a~ ivi ti,',. 

,So I F-lA I i lldi ritap -s Not Ilentifiedt - Ini catori-stle Fiscal ye;rs ,re i)), d,,v,,lop t illQ186 (1P, )- aFtH Tjj P-rtsl o ih1u) lif-rial wi thr Kil,, .iv .,,.i' Ipol)- hent-t iciairi,;,; ri : exte;ntt. to thi h ll,th t I Itho hiItsel f-he pro-tijeri' t.s, no r -wo'rw deldiline 
hl p,,!

,'stlihli(e , t I ,, ckkplti,of exrpV1, i li's. 1110, H
Fiscal yvvir 1981 ;l,gnt'+': iis t t I' o(' iotha l nee ) w0j')l; \t,',,e e'xpi cto 

it 
) t ;n l jtio 1)11 I lh ( ' ,o l kIilit. 

, 
k'l,;l"'',ite '; ' iTll I ; 11 sf I F -hei 1p j . ec. I ; ti,It I,hetm I s i I, 'I,F I ijar i on, c kil , tnoL i o i o Oi Y 1 t ' I'( lln, r'ri' x Ii z piry!r , n r.p,.)rts

wort Ho' )tpti od~r by K1/~~t.t~ 
Tim F i sc:l year 1985 ar! 1986; satlon', agti mo't'lllS diI nit )ift_.1i- 1 ,1speciF-ic ald 'Yi-'astlrahle L'ulrls hie ' ,'te t t ha L
the ti r,il Ipoor poo'pl'o I'' )'Il1i !)whoenefic ti1(ies oF Se If - ie IP fli iia ive . In a li IICll,ta get s Wo ' Il t Instiahi sirc i* cishedI to !it.'ire Ikho acior:iplt i hlui nt." o!IneasiurFes, goal s h' it II u'f- Ik 
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The COG had not used funds programmed for selF-ielp initiatives in ltimely manner, hindering the program's impact on G,uatemala's rural poor.Title I programs for fiscal years 1984-1986 had produced about $41million in commodity sales proceeds available For programming forself-help initiatives. Financial, reports from the Ministry of Finance,of May 31, 1987 asshowed that only about $16 million (or 39 percent) of thefunds were used for self-help initiatives. Below is a schedule of thefunds received for each of fiscalthe year programs. 

PL 480 Funds Pl, 480 Finds Pl, os480 Funds of FundsFiscal Year Available Pro rammed _Spent .sed
 

1984 $ 6,649,095 $ 6,613,582 $ 2,755,712 
 110. 
1985 18,635,105 14,802,258 10,276,200 

1986 15,580,000 15,580,000 2,795, 415 IRI 

$40,864,200 $36,995,840 39"$15,827,327 

USAI)/Guatemala 'Management had not adeqmatelv moni tored the Governowit ofGuatemala's implementation of the self-help initiatives to ensurefunds were used to accomplish their objectiyes in a timely manne 
thit

r.Several of the self-help initiatives had encountered management probler'msthat prevented the timely disbursement of funds (seo Section C). 
Sales Proceeds Not Assigned to Activities - The negotiating instructionsfor the fiscal year 1984 and 1985 programs required the country tea'mcommittee to obtain from the GOG, before entering into the salesagreement, the extent that self-help measures had previously been carried!out and contributed directly to increasing agricultural product ion.Sales agreements for the PL 480 Title I programs for Fiscal years 1981and 1985 realized over $25 million in sales proceeds available to fundself-help initiatives. Funds for both years were deposited and mialoavailable for use in 1985; however, financial reports From the Ministryof Finance show that about $3.9 million had not been assigned to specificactivities as of May 31, 1987. These funds were not assigned becauseCOG wanted to maintain budget 

the 
a reserve of funds for unexpectedactivities. USAID/uatemala officials had monitored use salesnot the ofproceeds to ensure effective utilization toward development projectsbecause the wereaccords considered three-year agreements, in whic allof the funds would not be budgeted and disbursed! in the First w-a r(JSAID/Guatemala officials had requirednot the COG to assign about $3.0million in funds to specific activities, thereby hindering achi evementsof self-help initiatives and assi stance to Cuatemala's eco-omdevelopment. 

Funds Were Not Rif ectively Programmed - A. 1.1). 's Policy )etormi nat ionrequired USAID/Guatemala to monitor and ensure that sales proceeds wereallocated to support economic development objectives. Tie neotitt i ngcable instructions From Washi n!ltoll, I).C. anticipated tlhaI th i iliriz:at i ut 
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of sales proceeds for self -help measuresmeasurable results in about one 
would produce specific

year. ILSAID/Guatemala maanagementprogrammed over $7.5 had1million in 480 IPL TitLe funds to BancoNacional de Desarrollo Agricola (BANDESA) 
the 

as self-help initiatives.BANDESA is the country's agriculture (lvelopflent bank, makingthe agriculture loans tosector for a variety of purposes.identified by USAID/Guatemala management 
The bank was 

and operational problems 
as being plagued with managementwhich adversely affected its utilization ofprog rammed funds. 

Sales proceeds were programmed BANDESAto foractivities. 'JSAID/Guatemala a variety of self-helpprogrammed PL 480 Title I sales proceeds tolRANDESA for logistical support and provide1984 for 
to credit to small farmers in$2.2 million; $5.1 million was programmed in 1985capitalization of operations, for 

donor 
a savings project and counterpart funds toa agency project; and 1986for $320,000 was programmed for landconservation and crop diversification. However, $2.2 millionbeen spent for 1984; $840,000 for 1985; and for 

had not 
total 1986, $320,000, for aof $3.3 million not achieving the l)rogrammed activities.addition, BANDE.SA also Inreceived about 1l iAssistance funds 

$24 lion i i Devl opivenLtfor other IJSAID/Gua temnala projects.
 
IJSAID/Guatemala 
 had programmed significant amountsit could of: funds even thouilhnot be effectively used by BANI)IISA. USAID/Guatemnala oflficialsbelieved that programming funds to BANIESA wouldI resolveand operational problems. Ilowever, 

its management
futnds remainedbecause it not all 

i, lle in BDSI)I-Acould absorb these monies. The lackmanagement oversight of effectivearKn monitoring of the usesresulted of sales [)roceedsin funds programmed for BANDESA not a(lvancihk; the self-helpinitiatives envisioned by the PL 480 Title I sales agreeinents.
 
Sales Proceeds 
 Were Used to FinanceTneli ible Activities - The N, 180Title I fiscal year 1986 sales agreement programmed sales proce ds toestablish a three-person coordinating unit within the inistry or FilnanceOffice with a budget of $100,000 to he use',I over aIts purpose was mJlti -),ear period.coordinate all technical, hudlgtary aniactivities 

to 
admini strati v,related to the design, implementation and reporting on PL 480Title I programs between the Mlinistry of Finance and ISGSpecifically, the agreement provided a 

agen-ies.
for coordinator, an accoutirl-t Auila secretary to perfonn the necessary program finlctions at a cost ofapproximately $5,534 for six months. 

In June 1987, ISAID/Guatemala officials approved the useI sales proceeds to fund an ll-person 
O1: Pl. 480 Ti tlh

coordi naLion unit responsible forPL 480 Title I activities, includling Section 116,Program, A.I.D. as well 3s the tF.Loans 520-K-036 and 520-K-041,
and .520-601A. The approval 

and A.I.). grants 520-03,17
covered $42,226 for six months' activitiesand covered the salaries of a coordinator, finucial accountants, civilengineer, secretaries, a computer operator and a chauffeur. In addition,funding was approved for a vehicle, office cquipinentmaintenance expenses. Many these 

ani relate,!of expendituresPL 480 program, which by statute 
were not relate:l to theIs limited to agricultural and nutrition

projects. 
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USAID/Guatemala awl the GOG planned expenditures to administer PL480-related self-help initiatives. lowever, they had expan:dlo supportservices beyond 
 the requi rements necessary for PL 480 Ti tleadministration. Tijs resulted in approximately $36,700 in plannedexpernitures every sic months, or approximately 73.. $100,000 percent of tilefulds programmed, for use within the Ministry of Finance to 
support non-PL 480 activities. 

Management Comments 

Mission officials generally agreed with the firwlings an'l
documentation sufficient proviell

to close Recommendation 4(b) on 
the issuance or
the report. For the other findings aryl recommendations, the Missionprovided an explanation of their actions. They took exception to thealditors' description of the Mission's monitoring actions observ(d dmrin.
 

the time of the audit.
 

Office of the Inspector General Comments
 

The Mission should provide documentation for Recommendations No.
report on measurable indicators ar.] 
4(a), a progress to (late for the 1984-1986 

prorams; 4(c), an operating plan from the Government ofdocumentation of the Gater:alla; 4(d),reprogra131ne,1 $3.2 million for 13WAN)FiSA; arnI -(e),reallocation of funds for the PI, 480 'title I Q)orlinating Unit. 
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C. Other Pertinent Matters 
The sales agreements require thataccount reconciliation the rcspective goverrunents esthablishprocedures to accountrecords from for the comnodiy loan. 'Fihethe Cominodity Credit Corporationapproximately $25,000 showed a difference ofmore than the records at theoff ice Ministry ocand procedures had not Fin ancebeen establisheddifference. to resolveProcedures thiswere not establishedfinancial records were because appropriatemaintained in Washinton,committee did D.C. ; the PLnot take responsibility .180for ensuringsales agreement was implemented; that this part of the 
Minister of Finance 

and no one from the USG contacted theoffice to resolve theUSAID/Guatemala $25,000 d if ference.should request the Agriculture Attache intake the necessary, Giateriala toactions in conjunction with the Ministry of Financepersonnel to resolve the loan balance difference.
 
Good management practices require that 
 adequate filesprotgram activities and records overbe maintainedUSAID/Guatemala by the Project Officer.office designated to oversee 'fhe

PL 480 Titlehad not maintained sufficient records to 
I activities 

implementation. Program adeqiatelv supervise pro:;ra.files not maintainedreports, includd financialcorrespondence statison project implementation,agreements reached with policy opinions oilthe GOG, or other documentationactions. With administration of progqrdvqof the PL 480 Title I programcountry team committee, by theman), program records iwere located inof the Agriculture Attache. the officeSome correspondencerouted to USAID/Guatemala; was identified to behowever, those documentsUSAID/Guatemala's files. were not found iiUSAID/Giatemala
record keeping should establish and idlintainsystem for areports, correspondence,agreements and CoHIH i tree actiols,other pertinent i nformation regardi ng the adiginistratioqof Public Law 480 activities. 

lission Comments 

Mission officials did not respond to these issi,:s. 
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'uaten-i]a, i.e., 
negotiate aqrerments, monitor the arrival of
c-mWDdities, follow un on deposit of sales procees, arranle for
 
derosit of Currency Use Payments, program the funds in line with

self-helo objectives and monitor use of the locil currencies
 
ie'ierated under the programs.
 

Nhn,t'ssaior desiT-rtel the Assistant Agricultural Attache as 
Th-irmin of the three-meab-r r.cnittee, the other two officers beingthe US iD Chief of the Rural !)rvelopnenrt Office and the Assistant
 
Eyi-omic Officer of the E-ssy. Since the team approach was used
frcxn thlv 1elinni-Ir 
 with the first Title I program in 1994, USTID 
never with-Irew from its normal involvement. (The draft reportstatem-it on page 4, paragraph 2, is erroneous.) This Country Team
effort, designel for US- cordination, does not imply, as stated in
th7 draft audit report, that responsibilities normally carried out byUSkID were subsumed by coimnittee action. To the contrary, under thisorqaniztional arraniement, US?\ID and other !SG" entities are
responsible for ma-,nagement obligations as envisioned 1y A.I.D. Policy
Determination ND. 5 and other quidance as follows:
 

Resonsibilities Agency/Primary/Joint
 
Resronsibility 

N;gotiate Agreement 
 Joint Committee
initor Shiniyj qnd Arrival
 

of Commodities 
 Agricultural Attache

Follow-up on Deo,:)sit of Sale
 

Procee-]s 
 Agricultural Attache
Arrange for Deposit of aJP Agriculturil Attache,USDO
Program Local Currency Genera

tions: 
USDA Projects 
 Agricultura Attache
 
All Other Projects 
 USAID


Mbnitor Use of Local Currency:

USDA Projects 
 Agricultural Attache

X11 Other Projects USAID
 

Develop Self-Help Measures 
 USkID
 
Monitor Progress in Meeting 

Self-Help Meisures 
 USAID
Evluations Joint Connittee 
ani/or aqemiies as 
appropriate.
 

(A.I.D. Haniby)o .an:-1 N. 5 do notPD sugcest more USIitvolvement than outlined above. The auditors' criticism ofUSFID for "withdrawing" from the.r responsibility is in error.) 

In the Title I prortanis for FY 1994 and Ff 1935, the self-help

measures were definei an] allotted their respective
appropriations in the Agreements and related Me-moranda of
Understanding (WIJ). 
 They were monitored using the following
 
procedures:
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..a special account was opened in the Bank of Guatemala to
receive the sales proceeds of each year, which were then
 
distributed to:
 

...
the bank account c.ened for each self-help project, as per

the distribition alreay established in the ATreement and WOU.
 

The same procedures were followed for the FY 1986 Title I
 
Agreement, with the exception that due to the increase in the
number of individual self-help initiatives, it was not
 
considered cost-effective by the Ba.ik of Guatemala, concurredwith by the USG, to open a sepairate bank account for each 
project. 
 Instead, the control unit established in the External

Finance DeTrirtment of the Ministry of Finance, opened a manually
operated subsidiary ledger to control the programming and
 
expenditure at the individual project level.
 

The Ministry of Finance has always submitted the requirerl
periodic reports, and these have been used to monitor the
 
overall expenditure levels of each local currency activity, and
to pressure the GO to investigate and remredy the delays in
 
executing these initiatives.
 

There is ample correspondence in the files expressing the
 
concern of USAID and the En-assy regarding ope:ational delays
and the various meetings held to determine the specific remedial
 
measures to be taken, and general meetings, e.g., the one held
 on March 24, 1986, under the chairmanship of the Deputy Minister
 
of Agriculture to review the status of the Title I programs for
1994, 1935 and 1996. The negotiating stance adopted in each
 
successive year included ad-litional pressure for accelerating

prior year programs.
 

To be realistic, we also must take into account the changes in
 
government that occurred during this period and the consequences
that this had on the continuity of the initiatives and also on
 
the negotiations with regard to budgeting, progranming and
 
exe!cution of these prcrzwms. 

ks discussed in the balance of this paper, USUD carried out its
responsibilities generally in line with A-gency policies in 
effect at the time, both individually and severally as a merterof the Country Tem. This does not infer that procedural
improvements are not needed as well as some strengthening inw-nitoring in line with the Agency's evolving local currency
 
policies. 

In sumnry, "conflicts" did not cause "ineffective mnajement"
and "loss" of local currencies for developmient programs, nor isthere- e7-dence of USU.D "withdrawal from involvement" as stated 
in the draft aulit report Specific sectins ofte audit
 
report -are addressel] below. 
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Mission Order on Local Currency Pr09ramming, dated 4/7/87

(Refer to tft Aujit Report paes ii.', .
 

Contrary to the draft au-lit report, the subject Mission Order 
was ver timely in rclation to the current AgerIcy interest inlocal currency ma-ige:net; our Mission Order is recognized as a
moiel for LAC. The rlaqual Order institutionalized existingUS'UD practices previcisly in effect and incorporated the latest 
guirdel in', f,-cr AID/W xwering progra!rning an monitoring oflocal currencies. The refore, the statement in the draft audit 
report that the "Mission has been slow to pit their guidelinesinto effeot" is false. Furthermore, your draft report is

inaccurate in inferrini that USID did not assume respx-sibility
for monitoring the use of sales proceeds for designated

development activities. 
This has always been the Mission's
responsibility. Substantial portions of such local currencies

have been historically incorporated into USAID's programming and
monitoring process. 
All of the Title I sales proceeds

pro3rame.A in the sales agreements for developnent activities
have been su'ject to the GCOG budget process and to USAID's
monitoring of the reports emanating from that process. We
believe this to be consistent with the existing A.I.D. policyguidance at the time. This subject is specifically addressed
above and developei further below in reply to your audit finding

A,2.
 

Recommendation No. 3 (Draft Audit Report, Page 9)
 

The Mission agrees that in future Title I sales agreements a
specified, reasonaole period of time for the G03 to depositsales proceeds be established.
 

Deleted - RelI:t:eH to atter Not Included In Final Report 



- APPENDIX 1 
Page 5 of 11
 

Deleted - Relates to Matter Not Included in Final Report 

.(Pag 12 ) "Curre, --s Paymrents Were Not Properly
M: i-e by USCA~ecies'

(iet tAdit rxcrt p-3ges % 12, 13, 14, 15, 29 
 and 
Exh,ibit 1l
 

The resoonsibility for col]ection and use of CurrencyPavments (CUP) is Use
rec--nizej universally as function of theaU.S. Treasury representative at post, i.e., the U.S. Disbursing
Officer (USDO), in coordination with the Agricultural Attache.USkIDs do not ordinarily share this responsibility. However, whenthe auditors informed USkID/Guatemala management that theCUP collection for FY 1934 had not been received by the UISDD,
USkID arranged for immediate collection and deposit by the
USIX). However, the audit report should note that the delay incollection of the FY 1994 CUP related to a discrepancypayment records between in thethe GOG Ministry of Finance and the US

in Washington.
 

The aulit re-nor: should reflect that the USG, represented by the
Country Team, thoroughly assessed 
the econmic and politicalsituation in Guatewala at that noment and made a deliberatedezision to accept the Q1 to tl rate for CUP deposits. (Letter
datel February 13, 1996 from the Deputy 'hief of Mission to theMinister of Finance is attached. ) 
In part, this action was due
to the actual import of Title I conrudities at a Q1 to i rate.Therefore, the Mission considers that the CUP deposits were
appropriately calculate3 and no corrective action is required. 

A.l.C. (Page 15) "Sales Proceeis Were Not Deposited in Interest 
Earning Account sRefer to Draft ju1it Report pages 9, 15, 16, 19and Exhibit1) 

Contrary to the auditors' opinion, the Mission cannot and should 
not forNe, the GO to brealk its own laws gDverning the Centraln....st on Government derosits. Furthermore,as the A.I.D. PD N,. 5 of February 1993 indicates the USkID can
only "ent i"- i-t -J- ir, this direction. How_?ver, at thetime of the Title I Sales Agreements in question, Guatemalaexperiencinq critical waseconomic problems which the USG wasattempting to zssist the G(X 
in resolving. 
7E'Country Team did
rot wish to exicerinte these enconomic problems by monetizing 
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local curre:icies, thereby creatin aliitin] inflaticarypressures. Therefore, the temporary deposit of the Title I

generatel local carrenw-,' in an interest barir acount as
stated in th., dift Wit report 
 wcA I hoy,. l> ,ina-,:j )rcriate
a:WI co rterpol. t ire ', tnthe cr'~intry' s e >xvn. stabi i t'. 

A.1.. (Pam. 1(, W:n-t of Gcr-mAitv S~les -r ,-_-I s were not 

Cej- tt( rV M t wt.,--e,3, 16, 17, 2), ani Ex iit 1) 
Inl 104. all ,ox:x,}i) W i, ' w..:o imp,};,] -1a t th . V; tr) U] , " i-rp
rate ani de., mic-i as svt , in thcl' i r ,F ao, it. III19B5 the NFr- tar- &arcV ri] that all O :) lities br-ht intothe o'try uler the Title I prjrirr. wi 3 bl so]l at $l to 01;
the sales pro-ee~s were depDsite& accoroiol\ . Th< st,'t :it bythe auditors that the GjlG purposely avoilel ,1ep-sitin:1si]es
proceels at the hiqhest rate by authorizing sles at 1 to Q1 is
blatantly false, sinre th, tl to 01 ruliry wi- reinstitntr,- to
keep cvisner prices dc1M',n&n a emotions cool as the military
governmint was prejxir inq the transition to dei-xv racy. 

The Country Team cvirurrel in the exchIanje rate for GO)3 depaositsof sales orc ce:}s ui-xo-a anlps itical eoonc nic realities in
Guatem-ala. 'Therefore, the anlitors' oan tation in their draftaulit report of a hypoth.?tiai "loss" of locil currenvy for
progranri: parpses s'rves y- useful rpxrpose. Article II,Section F of the Ayry::t inlicates that the exchange rate to
by usel is cOA pl] Jciibl to c"-mnerci-l imo-arts of the same
ma3fnDdities, i.e., in this case Q1 to $1. 

Deleted - Relates to Matter Not Included in Final Report
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: .2. "Sales NrPrcxeeds w rot Effectively Utilized to Achieve 
S-A f-'ielo Objectives 

First, the iudit report should differentiate between self-help.measures and developmnent activities using local currency fromsales proc.es. It arn' -irs as th(xjh all of the remmmhnations
mile by the aulitors unJer A.2 actually deal with developmenta-_tivities using local currency rather than "self-help
m,...:-ures"; the followin.3 USID courents are basad on this
 
u,'verstaniiiin.
 

S.
2.-."Sf-He.n Indicators not Pl]entifled"
fRefer to P.jes iTT,~IV, 2L, 22) 

Interilia, the follow,'ing stteze-nts in the discission aresuprxirted by the not
facts nor do they contributeresolution of issues affc cting 

in any way to the
the Title I programs: 

"The ajlit showal that the ission did little if anythinto ensut e the propear use of these mnoies.' pages ii,-4) 

"US tD/Guatenila had not takzen actions to developself-help measures with specific measurable indicators; toensure that funds were used in a timely manner; or toensure that funds were used for the purposes as originally
programmed." (pages iii, 20) 

".•.ineffertively manr-ed approximately tli million insales proceeds for self-help initiatives." (pages iv, 20) 

"The lack of effective manaqement oversight and monitoringof the uses of sales proceeds resulted in funds programmedfor BANDESA not alvancing the self-help initiatives. .. " 
(page 26)
 

hr audit report should include coments with respect
development activities 
to 

(the auditors' self-help measures)incorporating the followinq points: 

.. Pursuant to annual guidelines from AID/W, local currencyuses are arrived jointly byit the Country Team andrepresentatives of the GOG. The resultin) specific localcurrency uses are submitted to AID/W as i>art of the totalTitle I prop)zse3 agreenent for reviea by the DCC dhaired
by the Administrator of A.I.D.
 

.. Tho prorsed dev-lopa..nt activities wit h local currencyare approved by the 1X2, then transinttei by AID/4 to theMission as part of the total proposed Title I Agreement. 
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.The loal curreny uses are monitored by the Title ICoUtry Te-un to assure that they are inclule] in the GOGbudget 	anJ that qua.rterly financial repDrts their useonare forwairded to thn Mdissirx, which reviewedare and any
neceLssary follow-un aiction is taken. 

Tlhe iuditor5 oDrrectly idetified the problem of 3DG
inler-expenIiture 
of PL 4.90 sales proceeds, butit in terms of 	 did not assessthe sanv- problem existing with the overallMissicxi ani other donor pmrLfolio. in the 	Guitiwil context.On T]r-ext :Oiture, of fun s is a generic problem in Guatemala, asin the rest of the develo.-)ing wrld, resultinginefficiencies 	 fromin hudj.etary and administrative processes ratherthin a lack of kID or other donor efforts at administering
pr-xjraims and- fuis. The uiuditors' statements do not reflect thetremendous efforts that the Mission takes in dealing with PL
salIes proc-_2s under-ex-pen-litures. 

480 

The aiuitors' observation that specific verifiable an-]tne3urable ind]icators were not developed for the self-helpmeasures (i.e., 	 local currency uses) within the Agreements or inseparate memoranda is correct. 
Although, measurable outputs
were to be identified by the implementing units when they

oresented their budgets an-
 operating plans to the 	Ministry ofFinance and the Planning Secretariat for review and approval,
this in fact has not occurred on a uniform basis. The USG hasallowed the GOG to use its own criteria and programmingpro:edures to identify these indicators, which seemed to be themost appropriate approach during the first two Agreements (FY
1934 and FY 1995). Nevertheless, with increased monitoring
require;,;nts now placed upon the Mission, we agree that it will
require more detailed, measurable outputs in separate memorarua
 
in future agreements.
 

A.2.B. 	 "Delayve Use Of nds" 
(Refer to paes ii, 4, 23) 

The principal problem identified by this finding appears to bethe monitoring of the GD)3 implementation of develomnentactivities with local 	currency. Slow budgetinqg/disbursements
are directly related to the delays in establishing appropriate
mechanisms9 anl procedures for the FY 1984 a i FY 	1985kgreements, which dli not peryuit. 	avail-ilit, of funds fordisuisem-iL until Karch 19%. Delays also resolted in theearly 	stages of both Agreanments due to the lac< of personnel inthe Ministry of Finance to hindle the specific matters relatedto the Title I prograns ani because of cOncurrentresp(Y--gibi] ities for mniagey~nt of new ESPF -3t] Section 416 
programs. 
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S-Aitions to the timely use of funds by BANDES.% is in process of:.ii resolved. On Noven.mr 17, 1987, a funi wastrust 
estilhlishel] with RrQN[)[% for monies generated by the FY 1984Airee'T nt. This ;t7tion will aid the Title I nrr-rlram in resolving
ieliys. (Se. -ilso reply to A.2.D. below.) 

-.. " sProcee.is -14-Dt Nsiqn-ed to A,.tivities' ' 

Rofer to.o-ves ii, 4_ 24 

Tit,, princirvil point uni',r this findir. is that over 43.9 million
h-t I not h-en spxecifically assignel ferdevelo-nent activities asof '4-ty 3], 1997, because the GOG wanted to unintain a bufget 
r,serve. Although the reserve exists in the Ministry ofFinance, it wis proYgrammgw as such in orier to be able to 
provide th;ose AID counterpart institutions, which were

implementinq efficiently and had increasing needs, with greater

3Iccess to funds, while simultaneously removing funds from those
 
institutions wiidfi had not demonstrated the implemnting 
caixibility to use them. Of the tl,731,000 bu ilet for
couLnterpart funis for 1937, we requested on September 1, 1938, 
that the Ministry of Finance earmark t1,500,000 of these funds 
for specific project activities. 

It should also be pinted out that the first two Agreements (FY
1994 and FY 198'5) were oonsiderei by all pArties involved to be
 
three-year agreements in which not all of the furls would bebrlqeted and disbursed in the first year. This explains the 
ti-ning of the budgetary process for these funds and the need for 
the reserve funds.
 

W2 agree with the reco.rkiniation that funds not currently
programnw1 aud/or earmarked from the FY 19&4 atid FY 1985
kjreements b:! nroperly bu:l3eted in 1998. 

A.2.0. "Funds Ineffectively Managed" 
URefer to rages ii, iii, iv, 20, 25, 26) 

Tne auditors particularly targeted the b idgeting of sales
proceeds through BANDZ3A that did not move. 
It is a fact of 
life that if ino-mes of the rural poor are to be improved, theyvve to Ie prov,,i.-N1 access to credit. BkNDRS% is the only 

r',kinj entity at preserrt thit even attempts to len to rural
!-nr in Guatp;njl-i. A hiji-level aqricultural private sectortas force to Gwnteml-ri in April 1997 recognized this f-act an]recommended3 that the Mission continue to work with and expand 
efforts withliR.VDES'. 

The self-he]}p neasures in the FYiirlle 19'35 *greement were 
directe. at improvements in BAN)E&%'s small farmer lendingprc3rams. The emj-iasis w.1s placed ux n a Ro)-ification of 

http:sProcee.is
http:Noven.mr
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interest rate Policies, a continution of efforts to recover
del in-uent loa1ns, and imnrovements 
operationa] practices 

in resource 'objlization andto -rmit the Bank to better serve its
sWpll anti edjiiun-sc.le fartner clientele.
 
In early 1997 
 a joint 1UJSD/&]q)ESA workingreview group was toand recoxa7nl createdsolutions to the internalproolems affecting the arn externalB-i 'sTitle I ability to effectively utilizeresources. Progress has been made and specificreprc3rjrmning recomnendations to mroify eligibility criteria arripronste more effective utilization of-AID resources are being
prepare- for GOG and Missiot 
consideration.
 
To dite substantial efforts have been made to iiirove and
streamline smll-farmer lending. 
Interest rates on trust fund
lending have been raise] and standarized at 10%; documentation
requirements and thus borrower transaction cost have been
rexi.icv; a hard line ,has been taken on delinquent loans and newportfolio classification
introduced; and collection procedures have beenthe Bank's legal department has been reorganized;authorized credit limits for specific crops have been updated;
and credit 
approval authority has been increased from Q5,000 to015,000 in the Bank's rural agencies.
 

The USAID/BWNDESN 
 working
where group has currently reachedadditional a pointin-depth institutionaldentify and recoom rei 

analysis is necessary tosolutions
problems. to the Bank's internalAn RFP for short-term technical assistance has been
issued and the team is expected to arrive in January 1989. Theresults of this analysis will permit both the CM3 and theMission to develop profosals for additional imrovements in the
crelit delivery and recovery systems serving small and
medium-scale farmers.
 
In summary the auditors fail to recognize the tremendous effortstaken by UMSID and BANIDSA to resolve major stumbling blocks toutilize Title I resources to benefit the ruratl poor.
 
With regards to geiieral programing andsales procee monitoring of Title Is, most of the funds are progranmm-1for [ID-financ&c] projects. as counterpart

However,reco.,Tize the auditorsthat when funis are failed totar.,eted113%lrj in this wiy, they receiveoversiqht similar to that accordei to our dollar-financed
projects. 
'he lo-il c'irre:yy%, als) directly contributes to thesav 
 benchmnarks and develoP.,nent goAls. 

http:edjiiun-sc.le
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.AV' Sailes roce'3 
 W-r.. Use 
 to Finance YXh,?r Than S.lf-Help
 

R.fer to priqe 2G)
 

W" ]o not refute the 
 luditors' ohservation thit Title I loc-il
currencies were usei to sun~ort activites with
'a broader Mission
oltoo% thin just those related to the Totle I ororam. 
The s.meoffice in the Ministry of Finance handles Title I, ESF ani'*..I 
 io.-416 prclrarn;, v-i,] these prolrams have grown much nwrrerir-i-y than envisione-I, both in terms of number of activities to
r.)o-itor and total amrount of funds handled. Placing the priorityof the Mission where it belongs -- on effectiveplinninq, imolementation, ari monitoring  the Mission decided
to sport this 14F office in the broider context. Now that the
s'.,port 
for this ofice t-those people direct-ly involved with
Title I!] activities, thereby fulfillinq the -auditors'
reotfendat ion.
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Memorandum IF 

-TO Coinage N. Gothard, RIG/A/T DATE: Oct. 13, 1987 

FROM Antony ,C5 ricci, DIR 

s$'BJECr: Response to Records of Auit Findings (RNFs) on Mission 1986 ESFProgram and the PL 480 Program 

Attached are the Mission's draft responses to the subject RAFs.These are the same responses presented to you during your exit 
con ference. 

There are several points which I believe should be made in theopening or background portion of the report, regardless ofwhether similar comments are included in the detailed findings.This will serve to provide the reader with the proper contextwithin which the Mission was working. 

-The ESP program in Guatemala was a new program requiring thedevelcpment of new monitoring, reporting and accountingprocedures for both US7.ID and the Government of Guatemala(GOG). The audit was conducted less than oneprogram began, and before many of these 
year after the 

new systems could befully installed and tested by both sides. In addition,increased congressional concerns and continually changingguidance from AID/W and the LAC Bureau have required constantadjustment to monitoring requirements. The Mission hadprepared and issued a 
Mission Order on programming and
monitoring local currency generations. While some aspects ofthe monitoring procedures were not fully in place, notablystaffing, the Mission Order was being implemented. Thegenerations 1987had not yet been utilized by the GOG, thusauditing and reporting were not yet possible.
 

-On the PL 480 side rclationships between U9X3 Agencies inGuatemala in respect to responsibilitiescomplicated by for the program werea camittee approach within which duties andresponsihjlities were unwritten. former DCX insistedthat a PL 480 country 
The 

team be established, composed of theAssistant Agricultural Attach6, Chairman, the AssistantEconomic Officer of the Embassy, and the Chief of the RuralDevelopment Office of USAID. 
used 

This is not the normal systemto manage Title I programs. Typically, interagency 

Buy U.S. Sat'ingp Bondi Rtgularly on th, Payroll Saviqn Plan 
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protocol recognizes AID's ccmparative advantage and it takesthe lead role in negotiating and monitoring Title I
programs. The diffusion of authority here createsunnecessary confusion particularly with respect to finalresponibility. All official correspondence to the Goosent out uncder the Eel's signature, and the Ambassador 

is 
signs

all agreements.
 

The decisiors of the couintry team aredue made by consensus, andto the con1[tibility of the team members,operation has worked this means offairly smoothly
responsibilities of the team members 

in the past. Specific
have been determinedan ad hoc basis. In 1986, when attempts were made by the 

on 
team to officialize the responsibilities in a writtendocument signed by' all parties, iirked differences againarose between the AID Mission and the Agricultural Attache.Consequently, no such document yet exists and operations arestill handled ad hoc. This has obviously caused someincorvqistencie~s]n-iolicies, some respornibilities not beingcovered by any of the Team members, and official and workingfiles being located in various offices. Perhaps theAmbassador will recommend new

that this anomalous situation berectified along traditional lines.
 

I would also like to clarify further the status of our system formonitoring local currency generations.
just two On February 22, 1987,
months before the start of your audit, AID/W sent, by
STATE 052618, a policy instruction regarding inplementation of
the FY 87 continuing resolution provision requiring separateaccounts for dollars and local currency under E&' Cash Transfer
Agreements. 
The cable also provided guidance as to the
implementation of the House Appropriations Committee report which
directs that local currency be traceable and not commingled.Until that time, PD 5 was the current guidance for both ES' andPL 480 local currency generations. PD 5 leaves the decision withthe Mission as to the level of programming and monitoring. The
Policy section of PD 
 5 states "Missions should entrust therecipient country with as much of the work of utilizing andaccounting for the country-owned local currency as possible." 

The Mission took appropriate action an- issued a Mission Order ornApril 7, ]987, aftersix weeks receiving the guidance.aplies to the 1987 and Thissubsequent programs. Prior to myarrival, the Mission had determined not to monitor the use of the1986 ES' generations.However, A position not inconsistent with PD 5.I have changed that position. With irry memo of April 24,1987 I tasked the Controller with the responsibility of postaudit ar] monitoring of the use of 1986 ESP generations.agreed It wasthat this would be carried out as soon as staff and funds were available. 
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Carrying out an expanded monitoring operation Page 3 of3 
as required byAID/W guidance cannot thebe done with existing staff and resources.New staffing positions had to be written up and established.Funding had to be found. Trust funds from the 1987 ES'Agreement, which provides funds for auditing were notuntil May 1987. available

Recruiting, staff selection,
security and the lengthyclearance procedure have all been necessarilyoonsumning. timeThe Mission now expects the staff to be in place byend of October.
the Training will still be necessary. 
In spite of these delays, the actual monitorinogenerations of the 1987 ESFis not behin-d schedule. Joint prograr.hning hasplace. Reports have been takenreceived from the G 3 onthe utlization offunds, but a full fiscal year hastherefore not yet elapsed andlittle basis for conducting an auditAs for accounting for 

or review exists.the local currencies underthis is the Trust Fund,taking place for CC, audit and PD&S furys. To date nofuds have been requested for the Trust Funds which will be usedfor Private Sector projects.
 

In fact 1 believe that the Mission has acted very responsibly inthe way in which it is responding to the new guidance.
 
You were not presented with written conments on 
RAF No. 12.Mission agrees with the basic purpose of this 

The 
understand finding which weto be the reprogramming of any unutilized ESF
currencies assigned to the GOGfunds 1986 budget. Such unutilizedshould be reprogrammed for agreed upon purposes in the 1987GOG budget.
 

However the finding should not imply that reprogrammingtaken place. By has notletter dated February 2, 1987,a preliminary the GOG providedlisting of unutilized 1986 ESF fundsQ50,444,004.37. totalingThis was in furtherance
January 8, 1987 for 

of their request ofreprogramming of the 1986generations for 
ESF local currencythe 1987

approved by PIL No. 
GOG budget. This reprogramming was11 dated February 19, 1987. Copies ofpertinent documents are attached. 

We agree that additional follow-up and reconciliation needs to bedone, including the cases identified by the auditors. 
The last part of the recommendation should be dropped.procedure of returning unused 

The
funds (not unspent)implementing agencies of the Goo is 

by the 
organic budget law. The 

a normal requirement of theirsource of the funds is immaterial, andno additional clarification is required. 

http:Q50,444,004.37
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