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The Office of the Resional Inspector General for Audit/Tegucigalpa has

completed its auwlit of the USAID/Guatemala Public Law 480

program. Five copies of the audit report are enclosed for VOUT

The draft anlit rveport was submitiel to vour for comment

comments are attached as Appendix 1 oto the report. The report

four recommendations. Recommendation No.o 2(h) and (b)Y are

closed and o not r«*qnir«\ further action.  Recommendations

2(2)0c), 3, and 1), (e, 00 0e) can nol be closed il we are
of Jdocumentation of rh< Mission's astions., Please alvise me

davs of anv aldicional actions anl the reqair -l documentation

these recommendat ione.

I appreciate the cooperation and courtesy extendel to my stalt
audit.
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EXECUTIVE SUMMARY
The Agricultiure Trade Development il Assistince Act of 1951, referrad 1o
as the Public Lay 430 Progtam, statxd three primary obiectives of  he
Internationai Food \ssistance Prooram, 1) to niegnote arricnltural trade,
2} o provide hmanitarian relief o and 3) (0 gsgiag leveToping count rios
to advance  cconomica !y, Responsihility  or acconn st thesoe
objectives  was  sharel w VATTOUS  aaoneiosg clhivline  NJEh, e
Departments  of - Aarvicnlenre,  State  and Treasmy and the O e of
Manaaement ant Budoor, D of which woere represented on che Deve foomeng
Coordinating Committon,  Food Asst<faqiene Sabcammit tee, xecutive Opder
No. 12220, dated une 2701980, revised the delesations of ATy o
the  International Dovelopaent  “ooperation  Avency (Which vy be
redelegated (y the head of A other oxecntive aneney) G neaot it - an !
cater  into  asreements  with Friendlv countries  for  the  sales  of
agricultare commodities,  The Adency for Interinational Pevelopoent wis
delegated primary responsihility for the administration of the Public !
48C progran.

The program censists of  concessions! sales of aricultaral commoditios
such as aruains, vesstable oll, etc. Trom the United States o recipient
countries on ravorable credit torms., Recipient. sovernnents soll (hes.
commodities to the nrivate sector anly in some cuases, directhy o the
public. In Guatemala approximately $10 million in salos procects hal
been genecrat~l for self-help initiatives for the period 1981-19%6.  The
BIR million Ciseal vear 1987 sales gurcement was staned in Mav 1O8T vor
the importation of asricultiural comnodities,

The Office of  the Reoional [nspector General  for Aulit Teoncinatng
performed a program resalts adits of Gualenala's Public Law 80 Tir)o |
progran durirg the period dhy B8 TOR7 o August 28, 1987, This anli t
was  selected bhecause of  Consressionyl interest  in tocal curvensy uses,
Our objectives were Lo determine 10 Joeal currencies were generatod  in
accordance with the vespective salos anreements o and owhether the Joca!
currencies were ef fectivoly ased tanrd sel S-he Ip o iatives,

The andit disclosed that sales of comodition anlor the Pablic Law 18D
Title T Progran in Guatemala had  not generaced local  currencies  in
compliance with the governing amreemonts and e tocal cnrrencies had not
been effectivelv nsed towarl achieving solf-hety ahjoc Cives,

Over a poriol of several vears priov to oar anlit, the Fmbassy anl the
Apricultural AMtache had asserto tereasing influence sver the PLoagn
Title T program in Guateaala.  This caused Che MTission oo withiira 7o
its normally cdeep involvement in (he program and coteoated U (o one 5 oat
on a committer  cstablishel Lo oversee Title | MALters,  oseecigd by
programming  the  nses  of  commodity sqles aracee s, In o \prit o o,
USATD/Guatemala issued o “figsion Oplep provetine e staly it apecitie
guidance nn DrosrTamming and o monitorione Tocal currencies s including Tit e
L sales proceeds.  dowever, the Miasion ol een stoy o nat this
gutdance  into effect, oy eventy, the comittee Jdid  nol ssome
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responsibility for  poni toring  the use  of  the  sales proceeds oy
desionated  selr-help  activities which wis o alwavs USATD Goatemala' s
responsibility,

This report contains two fiandings. e Tublic Lavw 180 Tivte 1 progras
was not adequately manased Lo ensire conpliance with the sales aorecacnts
and sales proceeds were pot AEEectively atilized o actice: seli-hedn
objectives.,

The PubTic Tow 180 Titte T provrer 19 Goatomala W oL Deine baptenent o
in accordance with relevant  sales arreenents oand AVLDD reonlations.
Some imported comodities were not “eing sold ant nroceeds From commodi by
sales which wers 1o be used for self-help initistives were not bheino
deposited at the Nirhest lawful exchanae rares, hese nrobless aconyye o
becanse the country toeam commit oo approach used to mgiae e DO
was ineffective in cnsnring the Prostanowas otmpleaented v oroquived, \s
A result,  apnroximately 58 wmillion v ot nade available (o7 0 s.
Eabassy  operitions  and self-help addiatives.  The Ceport recoamen g
improvements in program manavement. ficsion of ficials did ool coner
with the Cinding and stated that aronrtan was offective v manag oL, since
the response Wd not provide doctsientalion o refute our Yindings, 1 he
recommendat ions  will  ropain open,  with the cxcontion o  the NOtLion
pertaining Currency tse Pavineat which was ¢ losed

Also, the Act of 1951 i operatiae iastractions eequird thar fands T
the sales  of  comneditios  he proprasined  Tor o self-help  activitios (o
tmprove the living conditions anl tncrease avical tral neolnction 0t he
rurnd poor. MSAIDGnatemala had oot taken actions tos develon sef-heln
activities with specific measirible mhcatorss ensure that funds e
usad inoa timelv o manner: or nse fuads foc e purpos-es as Hriaingl v
progranmed.  The achievement of these objestives s hindered bocagae
ineffective management  over  {he prozramming  anl monitoring o0 walos
Proceeds.  USAID/Guatenala was nol ihle (o identity the excrent he ey
poor benefited Crom the Public Law 180 Title | Drogram o and e e give e
manaoed anprasimate R0 mi ion i aqlow proceeds Oy sl =he b
Initiatives. A\ recoamendation wis ale o casare that the Government of
Guatenala dmplements  (he seli-heln dnitiatives  aoreed Uy in (e

i

respective sales asrecments, Migsion ol {icial s coneral v aoeeed wich ghe
Findings andl eecommendiat ions anty Seced on e fssion’ . sabmissi oo
documentation of  actions takeny  (hoese will be (lose |, The fission
Dircetor's  response o the  dpd report  conf Licted  with  an oqsljer
written response eegarding (he commitoe approach to Pablic Law 180 Title
T administration in Guatenala,  We are not g avreeinent vith the dradt
report response and adlress this issue on page 5. Also (he texts 50 e
Mission Dirocter's responses are iaclided as \ppendices 1t 2



AIDIT OF
USATD/GUATEMALA
PUBLIC TAW 480 TITLE T PROGRAM

TABLE OF QONTENTS

Pagn

PART I - INTROWICTION
A.  Background . . . . . . . . . e e e e e e e e e o

B. Aulit Objectives and Seope L oL L oL

PART II - RESULTS OF AUDIT . . . . e e e e e e e e e s e s .3

A. Findings and Recommendations

(2

L. The Public naw 180 Title | Mroprur Was
Ineffectively anaged . . . . . . . e e e e e .5

2o Sales Procecds Uere Mo Eifectively Utilized
to Achieve Self-telp Objectives . L . L . . . . N

B Compliance an! Inter il GCont rol P i
L. Compliance . . . . . . ., ., ... .. e
R

<o laternal Control ., . . .. B

C. Other Pertinent Matters . . . e

PART TIT - APPENDICES
L. Mission Comments Datxl December 17, 1987
2 Mission Comments Dated October 13, 1987
3.0 List of Recommendat ions

4. Report Distribiation






Our objectives were o determine T local currencies wepe generate] in
accordance with the respective sales asrecnents and whethor the 1ocal
currencies were effectively used towanl so|f “help inttiatives.

To accomplish (he objectives,  anlit fieldworh included  roviews  of
pertinent files, records anl reportsy interviews with ol ficial s el seafyd
at USATD/Guatenala, the i1, 5. Nepartment of Mricultare, the 1.5, Fmb s
the Government of  Guatemala Mintscries of Finnce Feonomv, virions
tmplementing aoencies, the Bank of fnatemata sl wich importers: ol
sSite visit to port facilities, The andit covered $38, 806,308 in fephsins
of sales proceeds  and approximat-lv S million in 3 shursemenc., for
self-help projects covering the sales anreenents for Fiscal vears 1ot o,
1986, The oxtent of  internal controls  reviewed were Tiaited o (e
issies in this report. The aulit wis made in acceordance with senerally
aceepted government anedid g stondar s,
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PART 11 - RESULTS OF AUDIY

The audit disclose! that gyles o comnoditios under the Pabtie Law 180
Title T Program in Grdcoma'a bl not  ceneratedl local  carrencies  in

compliance with the coverning anrecments, Mojeover, the local currencies
had not been eoffectively psed towar b achieving setf —h( 'Ip objectives,

Over a period of  severa) years peior to our andit, the Embassy ant e
Agricultural Atache had assert o] ereasing  inf luence over the PLOA80O
Ticle 1 program 1n Guatemala. i caused the Mission to withlraw rom
its normally deep involvement in (e proaram and roleoated it o one seat
on itocommittee established o oversee  Tif [o Fomatters, especial s
programming  the  uses  of  commod, t v sitles  nrnceods, In April 1987
HSAID/Guatenala issued a Mis<ion Orler proviling its staltf with specing
guidance on procramming anl moni: wing local cnrrencies, inchieling Ticge
Fosales procosds, Hoagever, (he iasion s heen Slow to pat o (his
mutdance  into offecg, Inany venty the committee did ot Pantioge
responsihitite oy monitoring e uase o0 he sales orocceds  fop
desionatad solv-hedn activities wWhich wis alvavs USAID/Cuatomala ' s
responsihility,

)

This report contains o Findings.  The Public Law 180 Title | DEORT
Was not mir*t]ullt« lv .nnwvrl to oenstre (()'Ip] rance with the silesg Arrectient s
and sales proceeds were not of fect tvely uatilized to achiceve sel shely
objectives,

The reporc recommends  that USATD/Giatomala ist Pate mprovet proce hires
For monitoring (he P1,o80 program, and changes in the rare gsed 7or
currency conversions, and deposits anl uses of P89 Dund s,

USATD/Guatemata provided written compents (o the bealt audic renart,
Appropriate comments were incliulel after cache Siabing and Ui texd e
attached o< Apnondiv ) except foi portions pevtaining (5 matl 1 which
were deleted Cron the FEport upon prescaition of  clhitional o ovidence,
Mission officials  tid ot agres withe the eecomen!ation relate] 1o
finding  wmber ope, I Zenerallveoagreed with che recommen i ion. o
finding nurher two. Farthev, ofTicials took cxceation Lo our concliasions
on e comt ey o onroach (o o leaentine the Pablic Law 130 Title !
prooram in Gratesaly,

Before the Dt report v daage 1, 1 e Prechinean b reconmmad i ions unge
presented to tsion ol Ficials and disciansed at oan eXEt o cont rence, A
that  time, Miwion o' ficjals, e Eat e ot ee Poproach 1o
program dapleacntation was less (g j el b s response e !
October 130 1™ (0 1he prediainaes e G choas the THaaion Dig ctor
stated that vronram responsiniliti oo o cormbieated e the commio,
approach ant went on o oy (0 wis ot 1 e otial sy s

manage Title U oproorams,  he e sions Mire ot (1 cexp et

I

vt e o
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the country  tean attempted to formalize  manmvaement responsthilities,
differences arose between USAID and (e Agricultural At tache, resulting
in inconsistencies in colicies, ooprtqin espornsthilities not covers! b
tean members and of ficial Fijes neiag tocated Bnovarions of Fices, A (he
Mission Director's rveguest and s RUG/A/T Policv, these comments wero
includad verbatin in the report 1o DHE T0Lo nroper context the sitaationg
within which the ‘fiesion wis workine,

However, the “fission Director's response fared December 17, 1987 0 g he
draft anlie report criticizes the andit report because, in his view, "'the
AU report secas to disparage (he commiLee approach to uanmaencnt  of
the PLOJRO Titte 1 proaram, " Farther, he concludes that "contlicts i
ot cause ineffective mapoenent  and the loss of local currencs tor
development proarans, nor wis there evidence of U5AID « Withlrwal {roas
tnvolvement as state] in the Jdeaf report. we are someshat nonpliss |t
the Director's heonsistency, bt i any event o lisaoree o withy oo h
Aission's  response (o the drait anlit report, and dive rosnonded
individual issues at the end of each Tindinag,



A Findings anl Recommen It jons

1. The Public Law 18O TEETe 4 Prosram Was Tnel Vot jve ]y Manaaedd

The Public Law 130 Title T pronran in Guat emala wias ot beinge jmplemented
Inaccordimce with  relevaint salos  aoreement s andl ATTDD reentations,
Some imported comandit e were not beinn soll amt procecls rom commolity
saltes which werve 1o he gsel for sellf-help initiatives were not hoing
depositod ar the hivhoot Tawlnl ov hanee vates. These problems oceurpod
becanse the comtyv toam commit o pproarh el o manaee the prosram
was ineffective ia ensaring the DEotrn was mipleaented as pequieed. A
A result, approvimatedlv S8 willion was nof male watlable  for 11,8,
Embassyooperat ions and self-heln fuiiatives,

Recomnendat ion Yo, |

We o recomnent  that USATD/Guatemal a provide evidence  that  manapenent
responsibilitics have heen defined in accorlance with existine \, 1.0,
Hanthool aridance, especially with respect to cleposits of sales procecds,
for all asencies involved in the maplementation of the Public Law 180
Title T Program,
Recommendat ion No.o

We recommenl thar YSATD/Guatemala obtain evilence that actions have heen
taken to ensure that:

A furls representing the sales ol corn From the 1980 sales aorecnent
have been deposited  in the appropriate account  for  programming
purposes  anl  that  the cirrency gse pavient  For 1984 has  hoep
deposited in the local U5, Disharsing Officer account :

ho the curvency use pavments o Cisoql vears IOS TaRT anl paga iggve
heen recomputed a0 the hichest e not talawlol on the respestive
Bttes of pivoent il anv amomt s owe ! e (e Government of Guat sy
have been fepositnd to the acoonnt of (he dnnted Stares Enbasav: il

C. the commodity sales Tor taltow anl edible vegetahle 9ils fnport o]
nnder the 1987 nraarm were in fact sold at the one quetzal to one
dollar exchinoe rate, 17 saloy vere made inoexcess ol this rate, the
Government  of  Giatemala shoul deposit the resulting oxeeay proceeds
tn the ansrapriat > account.

Recommendat ion ‘i, 3

We recomaend that USATD/Guatem 0V a ¢ nsure (hat fature Public Law 180 Title
[ sales aoveonents inclole o requirement that sales procesls be leposite!d
within o specifiel perial of i, preferablv within 90 lavs  after
delivery of the commolit jos,



The Public Law 480 Title 1 progra was administered  throue! nesotiat e
sales agrcements with (he Government  of - Gyt ema 1o bv a4 comntrv Lean
committee consisting of reproesent atyves o H.",/\IH/(I:ml.:‘mn]:1, ©the
Departiment  of  Apviculture anl the Uoso Embassy, Bach vear nesotiating
instructions  are issned by oan inter-agency Development  Coorlinagt ine
Committee in washinoton, D.C. regarling the soecilic vorms that shogl § .
included in the  sales asreoment s, The  instructioas  cable!l D ron
Washington, D.C. anl internal gnidance from AUT.D. and the Dopartment of
Agricalture providel the asencies with operating procalures to jmplonent
the program.

AJLD. Hanthook 9 anl Policy Determination No. 5 provi-de D USATD ‘Gt o 1)
with specific responsibilities in PL 480 alministration: however, only
Timited steps had  been taken  to provide  propran oversipht.
USAT/ Ghacemala's  role  in PL 480 alministration  was  limitel (o
provramiing - deposits  of  siales proceeds  for  self-help projects  and
obtaining the committen's approval - for  those nrojects.  Due Lo {he
extensive anvolvement  asserteld by the .S, Fabassy  and Department  of
Agriculture  personnel, USATD/Guatemata lad not Sxercise | sanaoement,
responsibilitios over the progran as required by AUTLDL noliey,

Formal prosram responsibilitios anl feleaations of aumthority 1o overses
the PLOARO Titie | prosram were not defined within the comnittoe or ona
the  nited  Stateg Government  (HSGY  qoeneies, The  Office  of  the
Apricattare Atache, in correspontence to the Deputy (hiel of Hission,
stated that Ghen an Avrienloaral At Cache ts attached Lo an Pobass., it
hecomrs the nriwary of fice ap) chatrs e PLOOJR0 comtittee when
established  bv 1he Aabassalor, there  were tisarreements  on DEON T
administration ant responsihibities For t he DTOM A hotween
HSAID/Guatemala and the Aoricnlture Attache.  The Aaricaltural Attache in
subsequent cot respon lence Fequestel o Teaal opinion on the possibilite of
the Departoent of Aoricalture ASSUATIE prosran responsibi bty over Pyl e
Law 480 Titte | toands, These conflicts amone  1SG avencies hinlore!d
ef Fective prooram tp lementation, management oversight of  the Government
of Guatemala's (606) deposits ol sates oroceeds, anl Gou comnlince with
che terms of the ealeg asrennent.,

The  andit Lisclased  that  no asency oc inbividuad  was assioned
responsibi ity or took the initiative to ensigre managenent. oversipght  of
the Govermment 's deposits of comiaditv saies proceels. USATD Gt eea
had - not  exercised  mamgenent  control  over prozram dmplesent ation,
monitoring an! eviluation as reanieel in AL Hanthoo o, 1 he policy
determination on PLOA8O prooammine . and oth o oaidance, SN Gaat oma by
had not reqgaieel the 606 Lo make timely denosits ol 5,10y Drocends, 1)
make the pregquired Cirrency se P ovment A timelv omanner oanl oo e
hiahest 1 onef ol CROITe el e ta el Peposita of gy ten DU e b e
highest  Fawln) CXCHAnEe vate or Lo oarae that o aales procee s he foposited
in interest-bearing aecounts s in accordance  with  AID nol iy, N
estimated that these manapemont inef i encies resulted iy o Cirte ]y
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for ensuring that the 6OG deposit sales proceeds at the most favorible
exchang: rate, resulting in a loss of approximately $7.2 million in local
currency equivalent for programming PHIDOSCS,

Management Comnent s

Mission officials did nat divectly respond to Recommendation Yo, I but
identified 1SG aanazement responsibilitios over (he Public law  AR¢
progoam as stated in AT, Policv Determination and ot her auidance,

Officials responded (o Recommendation Noo 2(2) that the anditors "missed
the stated pumpose of the fiscal vear 1980 agreement" since the corn was
used as buffer stock for price stabilization due to o shortfall  in
domestic production.  Hission ofFicials alsostat s that the 606G had
sufficient funds to pav the CUP rom (he sates of other comoditios and
It was not relving on the corn sales, However, they stated chat the corn
has now  been sold  and the funds  had been deposited in (he special
account.  With regard to Reconmendation No. 2000, the Mission stated that
Lt was universally  recounized  (hat responsibility for collesting  the
Currency Use Pavament in the couut ey as the U050 Treasuary representative,
i1.e., the 1.5, Disbursing Officer. They fovther added thar the contry
team thorouphly assessed Guatemala’s cconomic anl political situation anld
male a  deliberate  decision (o accept the  Ql-to-4%I Iate, for
Recommendation 2(¢), of ficials st fed that the country tam concurrsd on
the exchange rate for ()¢ deposits of sales procecds based on Guatemala's
political anl ecconomic vealities.  For Recommendation No. 30 of freials
agreed that a time perisd shonld be establishod for Jdeposits of siles
proceeds in the auvrcements.

Inspector General Comments

Althonph  Mission officials tdentified  the Public Taw 480 Title |
responsibititics as stated in the AID policy detemination au! othor
aiidance, concerns still remain whether the USG agencies share the saoe
view.  This observation was made hased on nterviows with a1l aenbers of
the commtry team at the time of oy welit, ioes, the \avicultare A ehe
stated that 1t was not his responsinility to collect the CUP pavineint nor
Follow-up on “leposits of sales procecds.  We do beliove this continue s (o
be i problers md requsst that USATD/ Gaatema ] a provide ~vidence that s
tssue s has been brousht 1o (he Attention of  other PLOIBO comnit (o
members,  We realize this jssue may bl outside AJTLD, anthoritv, hot we
areorequesting this action Lo avoid 1 lack of sanagenent oversiait o over
crucial portions of the prozram, o, obviously wis the case in ho nast.

With resard o Recommendation No. 200, the Tiscal vear 1984 AT TeeRend
states 11s purpose fas in all other vears) oas, among other Chings, in
ASSTSLING the bapottine count ey o Feod (e popitlation.  Nowhers inoongr
copveol e aoreement o other Doamentation,  is e Drpose stated g,
commnoditios will e sl as 0 Wt stock for Drice stahilization,  ath
respect toche P povieat not beiny aale antil the cor sales were
completed, veports from the Minister of Finance state that the 1986 Q4P
would be paid voon complotion o (he corn sales. o yeceiot of
docimentation thar 411 feposits were mvde, we will close (his iaaue.



Stbseauent to our draft report issmaace, we were advised by (he Hrate
Department  Tnspector General that  (he responsibility for G colloction
Ties with the U.S0 Fabassv.  Since this resoonsibility wis otutside of
ALTDOYs anthority, the matter wis reforeed (o (he Department of  State
and we will consider Recommendation o, 20h) closed o bssnance of  the
report.,

Nuring the exit conference, ‘fission nersonnel  stated thev wonld revieg
the sales transactions for veanil and tallew upder the 1985 nrodrar and
Lake anpropriate actions to requise 606 to wilie the required denosits {7
sales were verified to have been made in excess of the Ol-to-$1 rate.
Upon receipt of acceptable Jdocumentation Attestine to the actual rate at
which the sales were made, we will clase Recommendation Moo 2ce). Unon
receipt of documentation that  the deposit deadline has bheen asreed o hy
the country team, we will close recomendation No. 3.



2. Sales P_Iln‘(‘mij_ Were Notv_ﬁfru‘(;tri\m_u Htitizel to Achiove S(rl!'-!l(\l_p

The Agriculture Trale Development anl Assistinee Act of POST ant relatof
operating instructions vequivel that funds ©rom the sales of commolit jos
be programmet for self-help activities to improve the living conditions
and increase aericultural production of the riral poor.  USATD Guateina ]y
had not  taken actions to: devetop self-hels activities with speci i
measurable inlicators:; ensure that funle woere used i a tiae v samer: o
use Nunds for (he purposes as orioinally nrogramacd.  The achicvement  of
these obicctives was Ninlered hocanse of meffeciive manaaeneat over e
programming  anl  monitorine  of  54lo« proceeds, HSATD/ Guatemala  hal
ineffectivelv manaoed approxinately B million in sales proceeds for
self-help initiatives anl was not able (o identifv the extent the poaral
poor hal benefitel from the Public Law 480 Title T Program,

Recommendation No. 4
We recommend that USATI/Guatemala provi-e:

a. a report of measurable inlicators anl the progress to date on the
1984-1986 programs.  This could be a composite report of self-help
activities along with a Fisting of funds schedulel o bhe completely
expendeld;

be an amendment o Mission Order No.  19.3, dated April 7, o7,
requiting  that an annual  proaress report  on o the  achievement  of
self-help initiatives be submitted to Washinoton, D,

C. an operating plan from ihe Goverament of Guatemala  schednling  when
funds will be dishursed for he self~help initiatives anl assinning
funds not currently provramnel to specilic self-help initiatives;

d. evidence  that the  Govermment  of Guatemala has  reprogrammed  the
remaining $3.2 million in  funds prosrammed  for  the  Aaricnltgre
Development Rank  townard self-help initiatives where the Cunds can 'we
more effectively utilizel: anl

e. verification that the Government of  Guatomal nses  Public Law 480
Title T funls to fund onlv the three persons in the coordinating unit
designatal as performing activities For Public Law 480 Title T.

Discussion

Public Taw 120 Tit1e 1 tegislation provides Lty belore entoring into
agreements {or the sales of commolitics, consideration should he diven to
the extent the recipient countryisonnlertaking self-help aeasures Lo
increase asrenltaral production and mprove storase and istribat jon
facilities., In allition, the law provides that ot he ase of sates procecds
be directel towird duproving (he Lives of e cecipient coantrvts arad
poor anl  that  cach  avrecment  and amenlment  Jescribe (e connosi e
development and seif-help measures in specific anl moasirable topns, The
tegisTation also requires that appropriate stens he fab oy ta dotergy e
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whether  the  cconomic development  and g0l F-heln provisions  of  oach
agreement  and  amendment  are being Tully carried out v the recipient
country. — These  roqui rements were o] o established in Ciscal voar 108 I,
1985 and 1986 nedotiating  cables o the Devie Topment Coortinatine
Comaittee to the Negotiating team in Gaatomn] .

AcToN. handbooks a7, required  the ssion (o genk SPECTE G comui et
From the recipieni povernment e bmeans to bl the requirements of
the law, to provide {or reviews ol the achicvemont of seli=help poals anld
expenditures  of  siylos broceecids, and  to snbait DTOITes s reports on
seli-help initiatives oacl vears The andic disclosed thar o) selt-heln
initiatives Jid pot Bentifv the extent o Whien the raral poor o
benelfited nor aseablish termiin ] dishavseaent Jatos: W . reeipient
country - had  mot nsed prosramned Pands in o tinedv maoner s o) sales
proceeds were nat assioned 1o specifre self-help P Eativess ) Cands
prozrammed  (or  (he countrv's aariculture bank  were ot eflfestjvely
managed; and o) saleg procecds wore usel Ly finance e li nible activitjo,,

SO“.'H’?lJl__l'l‘,i,_i__‘;"’_UA’_‘E,_‘\;QE‘_]LE_‘EJIi.‘l‘-! - Indicators were nor developed in
the fiscal vears TO8% and 1986 aprecments Lo bdentify cither the taraeg]
rural poor heneficiaries or the exqent o which they wonuld he he Dped by
the self-help projects, nor were deadlines established for rhe conpletion
of expenditures.  The fiecal vear 1981 agreenent did otate e extent
that needy people were expectod o honefi From the selt-ne D gensares,
but.  the  oxtent  that self-help projects Actual v assisted e
beneliciarios conld ot he determined  hecase periodic prosress pooorts
were ot prepared by USATD/Giratena ] a.

The  Fiscal vear 1985 and 1986 sales agrecments did ot ontain I
specific and aeasurable Corms (he cctent that raral poor people wold he
the  beneficiaries  of seli-help  initiatives, In alhition, speciric
Largets were not established o Measure the accomlishments of se lf -heln
measures,  anals had  not heen developed o coaplete  expenditares  and
progress  reports  were  not prepared on the oxtent (hat se il =help
Initiatives were achieved.

Weo were told by the oG ol icials that  oach pplementing  ponce gy
requived to develon verifiable inticators f{or self-help initiative, oy
the  funds it was (o receive, However,  these  indventor, i NoL
specifically adentify  (he necdy popalation that wonld e reached  or
establish  exponditure deadiines,  rather  (hev  wep. Srnancial o status
reports for 3G nrorrams, o AMoreover, UsATD /Giat Al anaement hat not
prepared anl sehiniteed anmd reports of progioss in wieving self-heln
objectives,

Delayed Use of Funds - AL LD, policy auidelines  “State Gt sales

‘T)_l“&f(_;;E‘M.‘:ﬁ(_;lﬁT—B(-‘“—':;[-N_?Ht as octosely o as possible to the Uime the P80

Hports  were ased  to minimize  the net il lationary  or def Tationgry
elffects of the asrecments, "

The pertinent AL 1.9, Policy determiniation statos that LD must moni tor
the nse of sales proceeds and casare that thev are Allocated 1o SUpPNOTt
cconomic development b jec tives,
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B, Comnliance nd Internal Control
——— e o e

T Complianc.

The andit Tisclose noi-=compliance with the  sleg agreements regarding
the use of  sule proceeds. The Govermment of Gitemala had ot denosied
sales  proceeds  qr 0 (he ohest rate not anlawlal, b Carrency "se
Pavients were not wade in oq time v manner at e broper exchange rate,
See Findine No, o1,

2. Internal fontrol

Finding No, tlentified internal control deficiencies over nsaring the
timelv denosic of sales proceeds.  In adlition, Finding No, 2 reports
that the SN Contomata had not received progress reports on the ovtoent
sell-heldp initintives were accomplished, ensuring the Uimelv prozrarmnin.
and uase of  sales proceeds, and for ensaring that Public Law 80 oy
carrency were used for Public Law 480 act Tvities,
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Antluey L;r waracei, )IR/ IAAID Guatemala

Draft Auldit Repor on U3AID/ 50 temala PL 480 T'itle I Programs

Qur thoroud!i reviow of your draft aulit report Aisclosed several
factual inacurracies in the remort as well as several subjects

res x.nrm; clarification from the contextual perspective. We believe

thet the saest ol oorrest fone In vour Araft renort will lead to a
qirlity, implementible final aulit renort,

Thais reply adirassos each of your findings, discussions, the

A2 luctions drawn thaevrsfrom ia recomendations, results of aulit
sumiiry ani Lvecutive Sourmr o, Z1ting the pages in the draft auldit
report referral to by our ayments, If yvou decide raqnns* rr*v1,;1r_1
Yo 11"1"1 rrmn* U%’xlr) At emal g 1ns1q‘ s _thiat vou mc111]~ our

C()'I’\" 1 "5

ot SR

nzmt ir U final 1 ruu)xt that w. Nave I‘"f"l“ e,

-.'!}tl‘.”‘ )IIL\U“.

e e e e

Fuirec, eowevor, geeme Gehezlal o olnte qre o mie. Myse ion officials
ohest wo the aulitors use of perjorative words used so 113 xrally
tiraaghout the andit report; the facts shoald spoay for th»enhelves;
the value julgenants expressed in mfhmxt)ty langaage serve no

useful purpose in a profession-l 211t remsrt (Rofer to Draft Audir

L)VIA

Report prres ii, iii, 4, 7,9, 19)  To m.'lh,, we believe (e

Ub?d./ Suatemala persormel o o ANy tae best in the Agenzy; they
are of fack 1"“, motivated gn i 1T prodaee

tive. It ospite of
Constriints i noers of s ff thew qre =i tive myiagers, making
SR Yyt s ooy oo CHULTITTT @COnTnio Cfre e TS On oA
re~uwring Hisis anl within mrlitiosl renlities ani with aporopriate
Contry Toun conr il oy,

i hreadar of yoar Ara®s anidit reoort woulAd

ATIVe At oporite con~1asione

.

Tha - - N - . . R 3 R . . ~ e o S ST T SN .
M 17 ros . U L TR by Ot an ryyrayg s,

[

marisgenent of t P43 T E’rr_u,m'z. Howovor, a gnint activity,

WO IOt pr o e e e o e ol s ity v wiified Usy

ADProasn.  We bHholieve thit it ig thoe orgunizationsl arrangement
eI oved worlidei 4 and it lan mirrors *he DT s rasture in

WasTTT s Dot e e o ooverad Yo i it (1934-137) the
Corrtry Toogy, heecio e oy ARD LT O e e ] §Egter of

Anerics, in its wis iy ol ae prasoribet in gai tawe from Wishington,

deciied thar o committee woul | mannge the PLo4S) Pitle 1 program for

Buy U.S. Suvongs Bond: Recilitly on the Puyroll Satings Plan

1
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Page 6707 17
local currencies, thereby creatiny ajiitional inflationary
pressures. Tharefore, the temporary deposit of the Title 1
generated looal curreny in an interest bearing account as

stated in the Araft 3313+ report would have b=y inaporopriate
and couterpralattive (o s oountry's exnomic stability.

AL.D, (Pate 16) “Donaait of Cormmiiey Siles Proseais wore nnt
MiTe at the HiTma R e 1ae [GSEYINE

(R-Fer to Ir:€ Aadit Rw:nrtj_n a1, 16, 17, 29, ani Exhibit 1)

I 1933 a1 Gosmesdit ior weg e mportel ar the $1 to 0) e nnye
rate ani depositel as s in e 1omdl carree YoAacomxant. In
1985 the Myictary Board ruled that all comaniities browhit into
the comtry uniar the Title 1 Projram wixild be snld at $1 to Ql;
the sales proos:is were depositesd acoorfingly.  The statement by
the auditors that the GG purposely avoided depositing siles
proceeds at the highest rate by authorizing sales at $1 to Q1 is
blatantly false, sinze the $1 to Q1 ruling wis reinstituted to
keep consuner prices down and emotions conl as the military
governm2nt was preparing the transition to demnracy.

The Country Team concurred in the ex2hange racte for GO3 deposits
of sales procecds bhased upi political and economic realities in
Guatemala. Therefore, th= aulitors' compatation in their draft
auvdit report of 4 hypothetictl "loss” of local currency for
programniyg purposes sorves no useful purpose. Article 11,
Section Foof the Agreoncat indicates that the exchange rate to
b2 used is ons aprlicanle to commercial imports of the same
comndlities, i.e., in this case Q1 to $1.

Deleted - Relates to Matter Not Included in Final Revort
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APPINDIY 3
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List of Report Recommendations

Recomendarion to, |

We o recomend  thar ISATH /Guat oma 1a nrovide evidence  that management
responsivilitios have heen defined  in accordance  with existing ALLD,
Handboolo idance, capecially with respect Lo deposits of sales proceeds,
(or a1l wvencics invelved in the tnplementation of the Public law 480
Titte U Prooranm,

Recomendat jon No.,

Be o recommend  thar USAID/Guat smala ebtain evidence that the following
Aactions hve been taken o ensure that:

oo funds representine the sales of corn fron the 1986 sales agreenent
nave  been denosited  in the appropriate  account - for  programning
aurposes ant o that the cnrrency se pavment  for 1986 has  been
deposited in the Tooal 1.y, Disbarsing Officer account

boothe carrency use oavaents £or fiseal vears 1981, 1985 anl 1986 have
been recompited At the Nighest rate not anlawlil on the respective
datos ol pavaent, ol anv amounts owed by the Goverament of Guatomala
have been depoasited 1o the aceonnt of (he United States Enbassvy and

Coothe commodiny sales Tor tilbwy ant edinle vepetable oits uported
aoder the 1985 progran were in fact sobd o at the one quetzal to one
dolhar exchanse ratel 10 Sales were mle i excess of this rate, the
Governnent of Guatemala shonld deposit the resulting excess proceeds
I the appronriate acconnt .

Recomnend ton No, K

Ve recomiend that TISATD/Gaat smala ensure that Future Public Law 180 Title
Losates aoreements inclode 1 reqgrirement that sales proceeds be deposited
within o soecified poriol of time, preferably within 90 days  after
felivere of the comnolities,

Rf-(‘()wn'k‘,n{l:l‘tr'[_()n o o

e recommend that TSALD /Guat a1 provide:

oo repart of seasarable indicators anl the progress to date on the
FORT-1980 provrams. This could be a composity report ol sell-help

activities alone with o listing of funds schedulel to be completely
expended;
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m aendment  to MMission Order No. 10.3, dated Aprit 7, 1987,

requirving that  m oannual drosress revort  on the  achievement of
sell=hedp inttiatives be submitted o Washington, b, «

ey

Pron the Sovernment of Guate 1! schedaling when
funds w1l e dishurse! Do the self=beln initiatives anl 1ssioning
funds not current bv orosrame ! to SPeciliic self-hetn initiatives:

an operating otan

evidence  that the Soverauwent  of Guatomala has reproar wined e
reaaining  $3.2 aillion in funds programned  for the  Aoricalture
Deve lopnent 3ank towar] el f heldp initiatives where the fands can bo
sore effectively arilized: and

vertfication thet the Soveramond A Guateaala ses Puhtg Law 480
Title 1 fands 0 fuad onte the Chree persons an the coordinat ing unit
desiomatad as perforning activities for Public law A80 Title [
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