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MIMORANDUM

TO: D/USAID/JZE;lEa, William R. Jgslin
A /.(%dfﬂﬂ%p&jz
FROM: RIG/A/T, Coinagt j othard, Jr.
SUBJECT : Audit of USAIN/Jamaica Public Law 480 Title I and Economic
Support Fund Local Currency Programs.

The Office of the Inspector General for Audit/Tegucigalpa has completed
its audit of the USAID/Jamaica Public Law 480 Title I and Economic
Support Fund local Currency Programs. Five copies of the audit report
are enclosed for your action.

The draft awlit report was submitted to you for comment and your comments
are attacned to the report. The report containe Ffour recommendations.
Recommendation No. 3 is considered closed and requires no further
action. Recommendations MNos. 1, 2 and 4 are resolved and will be closed
upon receipt of documentation of planned actions. Please advise me
within 30 days of any adiditional actions taken.

[ appreciate the cooperation and courtesy extended to my staff during the
audit.
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EXECUTIVE SIUMMARY

To  support development objectives, USAIN/Jamaica uses local currency
funds generated from the Fconomic Support Fund and Public Law 480 Title I
programs along with Development Assistance funds. The Mission uses the
local currency programs to support structural reforms necessary for
broadly based, export-oriented economic growth and to support expansion
of diversified private sector agriculture.

The Government of Jamaica made available anproximately $133 million in
tocal currency under the Economic Support Fund and Public Law 480 Title I
programs for 1986 and 1987. This Government of Jamaica-owned 1local
currency was orngraumed through an attribucion process, that is, the
Government allocated local currency resources to on-going projects and
activities that reflect appropriate development prioritiss, with the
approval of USAIRJamaica.

The Office of the Regional Inspector General for Audit/Tegucigalpa
attempted to perform a program results audit of Jamaica's Economic
Support Fund and Public lLaw 480 Title I programs. However, during the
audit of end-use activities for Public Law 480 Title I, we were denied
nceess to the honoks and records of certain implementing zgencies. This
issue is the subject of another audit report to the Burcau for Food for
Peace and Voluntarv Assistance. The audit was changed to an economy and
efticiency and compliance audit. The audit objectives were to determine
if  USAID/Jamaica had monitored the uses of local currency and to
determine the Government of Jamaica's compliance with the Economic
Support Fund and Public Law 480 Title I agreements. This audit was
limitel to reviewing expenditure reports and methods and procedures used
bv USAID/Jamaica to monitor local currency uses.

USAID/Jamaica had not adequately monitored the Government of Jamaico's
uses of local currencv. Also, the Government of Jamaica had not fully
complied with all the provisions of the Economic Support Fund and Public
Law 480 Title T agreements.

USAID/Jamaica had determined the extent of its involvement in programming
local currencv as required by Policy Determination No. 5. It had alse
taken steps to obtain C(rom the Government of Jamaica adequate
documentation for programming these monies and was receiving quarterly
expenditure reports under each of the programs,

The audit resulted in four findings: USAID/Jamaica had relied upon the
Government  of  .Jamaica's accounting and awditing systems without
performing an assessment of them; sales proceeds under the Public Law 480
Tivle T program were not deposited in a timely manner; there was a lack
of adequate accountability over A.I.D. cash transfer dollars in the
Economic Suppport Fund Program; and reports on Trust Fund expenditures
were not prepared,

-1 -



Policy Determination No. S allows Missions to determine the optimum level
of  their involvement in programming and wonitoring local currency,
JSAID/Jamaica had chosen a low level of involvement, which implied their
reliance on Government of Jamaica accounting and auditing systems. In
addition, the sales agreements provide that a report of receipts and
expenditures would be privided to the Mission annuallv. The reports the
Mission received were inaccurate and late. Therefore the Mission could
not adequately monitor local currency programs and activities amounting
to approximately $133 million worth of local currency for 1986 and 1987.
We recommended that the Mission assess the accuracy of the government's
accounting and auliting svstems, receive quarterly reports in a timely
manner and require annual certified reports. The sission concuired and
has initiated appropriate actions. The recommendation is resolved and
will be closed when the actions dre completed.

The Memorandum of Understanding under the 1986 Public Law 480 Title 1
sales agrecment established that Public Law 480 Title I commodity sales
proceeds were to be deposited within 120 days after the arrival of each
commodity shipment, The Jamaica Commodity Trading Company, the entity
responsible for purchasing and selling the commodities, and collecting
and depositing sales proceeds was not making rtimelv deposits to the
special account at the Bank of Jamaica. This same deficiency had been
reported in a 1985 Office of the TInspector General report.  Company
officials claimed that deposits of sales proceeds were delayed because of
collection problems and that deposits of sales proceeds were made as
instructed by the Ministry of Finance. As a result, less than six
percent of the Public Law 480 Tirle I commodity sales proceeds had been
deposited within the 120-dav timeframe established in the agreements, as
of September 15, 1987. We recommended that USAID/Jamaica establish a
system to monitor deposits and identify overdue deposits. The Mission
agreed and the recommendation will be closed upon confirmation of actions
taken.

Statutory provisions implemented be A.T1.D. policy guidance required that
.5. dollar cash transfers be deposited and pavments be made from the
separate account established by the recipient country to ensure that
these monies would be used for approved purposes. However the agreement
and amendments did not require that the dollars be accountable to their
end use (foreign debt payment) and the Government of Jamaica was not
obligated to document such end uses. As a result, the $11.5 million cash
transfer was used by the Bank of Jamaica to reimburse itself for debts
that were previously paid and the dollars could not be tracked to their
end-use.  We  recommended  that eligible transactions be substituted.
Based on documentation alreadv provided this recommendation is closed,

The USAID/ Jamaica-Government of Jamaica Trust Fund Agreement and A.1.D.
Handbook 19 require that reports of trust fund expenditures be provided
to the host country government.  The Economic Support Fund agreements
from 1982 to the present provided approximately $12.5 million in local
currency trust funds.  USAID/Jamaica had used approximately $9.6 million
to defrav program, operating and contract costs. USATD/Jamaica had not



sent any expenditure reports on trust fund activities to the Government
of Jamaica. Mission officials consulted with representatives on trust
fund  budgets, the proposed expenditures of trust funds, which they
believed fulfilled A.1.D.'s reporting requirements. We recommended that
expenditure reports be provided to the Jamaican Government. The Mission
agreed to do so and the recommendation will be closed upon our receipt of
the report. As a result, the Mission had not discharged its fiduciary
responsibilities vis-a-vis the host government.,
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AUDIT OF USATR/JAMAICA
ECONOMIC SUPPORT FUND AND
PUBLIC LAW 480 TITLE I
LOCAL CURRENCY PROGRAMS

PART [ - INTRODUCTION

A. Background

To support development obiectives, USAID/Jamaica uses local currencvy
funds eenerated from the Economic Support Fund (ESF) and Public Law (PL)
480 Title T programs along with Development Assistance funds. The
Mission uses the local currency programs to support structural reforms
necessary. for broallv based, expoart-oriented cconomic growth and to
stpport expausion of diversified private sector agriculture.
The Government of Jamaica (G0J) made availahle approximatelvy $133 million
in local currencv under the Fconomic Support Fund and Public Law 480
Title I proerams for 1986 and 1987, This Government of Jamaica-owned
local currencv was programmed through an attribution process, that is,
the Government allocated local currency resources to on-going projects
and activitics that reflect anpropriate development priorities with the
anproval of USATD Jamaica.

B. Audit Obiectives and Scope

The Office of the Regional Inspector General for Audit/Tepucigalpa
attempted  to perform a program results audit of Jamaica's FEconomic
Support Fund and Public Law 480 Title I programs. However, during the
adit of end-use activities for Public Law 480 Title T, we were denied
access to the books and records of certain implementing agencies. This
issue is the subiect of another audit report to the Burecau for Food for
Peace and Voluntarv Assistance. The audit was changed to an economv and
efficiencyv and compliance audit. The audit obiectives were to determine
if USAID/Jamaica had monitored the uses of local currency and to
determine  the Government of Jamaica's compliance with the Economic
Support  Fund and Public Law 480 Title [ acreements. The audit was
limited to reviewing expenditure reports and methods and procedures used
hv USAID/Jamaica to monitor the use of local currency.

To accomnlish the audit obiectives, we reviewed pertinent records and
files at USAID/Jamaica and the Government of Jamaica's Ministries of
Finance and Aericulture and interviewed officials at USAID/Jamaica,
Government  of Jamaica, Bank of Jamaica and at various implementing
agencies.  We also reviewed audit reports on projects and activities
supported by USAID/Jamaica, a General Accounting Office discussion paper,
ind an ~valuation report on the Economic Support Fund program. Internal
contrnls were evaluated as thev pertained to problem areas identified bv
this audit. The audit was performed from November 2. 1987 to Februarv
10, 1988, covering the audit period for 1986 and 1987, and ISF and PI, 48)



nrograms for the following amounts: the Economic Support Fund for $11.5
million in cash transfers and $6 million in loral currencv; the Public
Lav 480 Title T proeram for $71 million in sales proceeds deposits and
approximatelv $32 million in local curvencv disbursed to proiects. The
audit was perfomed in accordance with generallv accepted government
atrliting standards.
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AUDIT OF USATD/JAMAICA
ECONOMIC SUPPORT FUND AND
PUBLIC LAW 480 TITLE 1
LOCAL CURRENCY PROGRAMS

PART [T - RESULTS OF AUDIT

USAID/Jamaica had not adequately monitored the Government of Jamaica's
uses of local currency. Also, the Government of Jamaica had not fully

compliel with all the provisions of the Economic Support Fund and Public
Law 480 Title T agreements.

HSATD/ Jamaica hal letermined the extent of its involvement in programming
local currency os required by Policy Determination No. S. It had also
taken steps to ohtain from the Government of Jamaica adequate
documentation for prozramming these monies amnd was receiving quarterly
expenditure reports under each of the programs.

The audit resulted in four findings: USAID/Jamaica had relied upon the
Government  of  Jamaica's  accounting  and aliting systems without
performing an assessment of them; sales proceeds under the Public Law 480
Title T program were not deposited in a timely manner; there was a lack
of adequate accountability over A.I.D. cash transfer dollars in the

Fconomic  Suppport Fund Program; and venorts on Trust Tund expenditires
were not prepared.

To assist the Mission, the report recommends that USAID/Jamaica assess
the alequacy of the GOJ's accounting system; that the government deposit
sales proceeds in accordance with sales agreement requirements; that the
Bank of Jamaica substitute eligible debt repayment transactions for the
$11.5 million cash transfer; and that a Mission report on all previous
trust fund expenlitures be prepared and sent to the Government of Jamaica.

SAID/Jamaica officials gencrally agreed with the audit findings and
recommendations. Based on their response, one finding was deleted and
another finding was included as another per:inent matter. The Mission's
response is included as Appendix I to the report.



A. Findings and Recommendations

1. Mission Needs to Assess Government of Jamaica's Accounting and
Auditing Systems

Policy Determination No. 5 allows Missions to determine the optimum level
of their involvement in programning and monitoring local currency.
USAID/Jamaica hal chesen a low level of involvement, which implied their
reliance on Government of Jamaica accounting and auditing systems. In
allition, the sales agreements provide that a report of receipts and
expenditiures would be provided to the Mission annually. The reports the
Mission received were inaccurate and late. Therefore the Mission could
not adequately wonitor local currency programs and activities amounting
to approximatelv $133 million worth of local currency for 1986 and 1987.

Recommendation No. 1

We recommend that USAID/Jamaica provide evidence that actions have been
taken to:

A.  formally assess the adequacy and reliability of the Government of
Jamaica's accounting and auditing systems utilized to account for
local currencv nrograms and activities

h.  receive quarterly reports on receipt and disbursement activity in a
timely manner under A.1.D.'s Economic Support Fund and Public Law 480
Title I programs; and,

C. request the Aiditor General's Office of the Government of Jamaica or
the Government's accounting authority to provide certified annual
Inocal currency status reports,

NDiscussion

In 1981, Policv Determination No. § (PD-5), "Programming Public Law 480
Local Currency Generations' was amended to inclixde cash transfer programs
and further emphasized increased A.1.D. involvement in the use of 1local
currency.  The purpose of the amendment was to identify the appropriate
level of A T.D. involvement in programming local currency within host
government bidgets and economic policies, and to provide new guidance on
prioritizing the use of local currency., The revised instructions
encouraged A.I.D. participation in programming host country-owned local
currency to achieve developmental objectives, but the extent of A.T.D.
involvement depenled on whether the recipient government allocated its
own budgetary resources or whether A LD, took a more active role in
deciding the government's allocation of resources.

USAID/ Jamaica deciied that lrss invelvement tn programming local currency
resources was the appropriate course in its case. When 'Missions took
this approach, revised pp-5 required them to review the recipient



rovernment's procedures for programming, releasing and controlling local
currency, and  for wonitoring and evaluating the implementation of
specific activities, including reporting requirements. USAID/Jamaica's
Fiscal Year 1988 - 1989 Action Plan dated March 1987 reported that its
current monitoring responsibilities include receiving bank statements and
transmittal letters. Hence, the Mission's monitoring system is dependent
on the integrity of the GOJ's own internal accounting and auditing system
for reporting actual project expenditures by the individual Ffunctional
line ministries. The Action Plan also states that the line winistries'
nrocedures for reporting actual project expenditures are reviewed on a
periodic basis by the Mission Controller's Office.

The Government of Jamaica submitted quarterly activity status reports,
the Missinn's kev tool for monitoring the wuses of 1local currency.
However, we determined these reports were unreliable, as thev reported
expenditures  which were not in  agreement with end-user activity
expenditures, There  were  discrepancies between locai currency
disbursements reported by the G0J's Ministry of Finance (MOF) and actual
end-use  expenditures as determined by our limited review of end-users
before the problem of access to records was encountered., For example,
under the ESF program, the MOF over-reported its September 30, 1987
disbursement  figures for the Metropolitan Parks and Markets and
Self-Start Funld projects hy approximately $879,000 and under-reported the
Jamaica National FExport Corporation project by approximately $145,000,
Infer the PL 480 Title T program, the MOF under-reported its March 31 and
Julv 31, 1987 figures for the Rural Physical Planning, Agricultural
Marketing Development, and Iealth Management Improvement projects by
approximately  $232,000. Mission officials were not aware of the
discrepancies hetween reported expenditures and actual expenditures at
the enl-user projects.

The “0OF was receiving local currency expenditure reports from the
enl-user projects that contained expenditures by both GOJ and external
donors.  The MOF reauested a breakdown of funding sources to detemmine
the allocation of actual expenditures, but when this proved impossible,
actual expenditures were attributed 20 percent to the GOJ and 80 percent
to external donors. Thus, the expenditure reports received by the USAID
were inaccurate as to the amount of local currency expenditures. In
addition, the quarterly expenditure reports of activities programmed
under the PL 480 Title 1 program received by USAID/Jamaica were not
cectified annually by the GOJ accounting or audit authority as required
hv the sales agreements. A G0J audit agency official claimed not to have
seen these reports.

The Mission's local currency monitoring system had been estabhlished so as
to ecase its oversight burden on limited staff resources. It was entirely
dependent on the integprity of the G0J's own accounting and auwliting
svstems  for reporting actual project expenditures, even though the
Mission had never formally assessed these systems nor verified the
accuracy of GOJ reporting. USAID/Jamaica identified the monitoring of PL



480 Title T generated local currency uses as an internal control weakness
in its latest Mission viillnerability assessment. Mission officials stated
that prior to the RIG/A audit they had planned to perform an assessment
of the accounting and auditing systems but, due to a lack of funds, had
not initiated these actions. :

In our opinion, the Mission could not rely on the GOJ's accounting and
auditing svstems to  fulfill its monitoring responsibilities for
approximately $133 millticn in local currency activities for 1986 and 1987
without performing a formal svstems review,

Management Comment s

Mission officials took actions to develop a scope of work for contracting
a local CPA fim to assess the Government of Jamaica's financial system;
however, its execution has been delayed due to a lack of funding.
Officials further stated that they are working with the Government of
Jamaica to obtain certified annual local currency reports,

Tnspector General Comments

Upon receipt of an executed contract with a GPA fimm to perform a systems
assessment, we  wil!'  close  recommendation 1(a). With regard to
recommendations 10h) and (¢}, Mission officials inlicated they are
working with the GOJ to receive periodic reports. Upon evidence of an
agreement in  this area, we will close these portions of the
recommendation.  The Mission's response states that the audit report was
incorrect in its statement that the Controller's office reviews on a
periolic  basis the line ministries' procedures  for reporting
expenditures. The statement was quoted directly from the Mission's
Action Plan, dated March 1987, and the audit report cited this source of
information.



2. Sales Proceeds Were Not Deposited on Time

The Memorandum of Understanling under the 1986 Public Law 480 Title I
sales agreement established that PL 480 Title I commodity sales proceeds
were to be deposited within 120 days after the arrival of each commnodity
shipment.  The Jamaica Commodity Trading Company (JCTC), the entity
responsible for purchasing anl selling the commodities, and collecting
and depositing sales proceeds was not making timely deposits to the
special account at the Bank of .Jamaica (Bank). This same deficiency had
heen reported in a 1985 RIG/A/T report. Company officials claimed that
deposits of sales proceeds were delayed because of collection nroblems
and  that Jdeposits of sales proceeds were made as instructed by the
Ministry of Finance. As a result, less than six percent of the PL 480
Title T commodity sales proceeds had heen deposited within the 120-day
timeframe established in the agreements, as of September 15, 1987,

Recommendation No. 2

We recommend that 'ISAID/Jamaica document the fact that it has established
a system to monitor deposits of PL 480 Title I sales proceeds and to
identifv overdue deposits.

Discnssiog

The Memorandum of Understanding dated January 15, 1986 stated that, ''the
nroceeds {rom the sale of commulities financed under this agreement will
he deposited by the Government of Jamaica (GOJ) in a special account in
the Bank of Jamaica within 120 days of the arrival in Jamaica of each,
respective commodity shipment.'" This timeframe was instituted after a
nprevious RIG/A/T aulit of the PL 480 Title I program (Auait Report No.
1-532-85-10, August 12, 1985) disclosed that long delays in the deposit
of proceeds from salss of Title I commodites had been experienced,
However, the sales apreement for 1987 did not inclide this timeframe
hecause the Mission believed that JCTC understood that a system had been
established in the 1986 sales agreement and did not consider it a
substantive issue. The deposit deadline was put back in the sales
agreement for 1988 siagned prior to the audit.

As of September 15, 1987 JCTC had deposited the equivalent of $39,929, 201
in the special account at the Bank (Exhibit 1 provides additional data on
sales proceeds).  But onlv two deposits of $2,256,312, less than 6
percent, had heen Jdeposited within 120 days after the arrival of the
commodities. The remaining proceeds were deposited 140 tn 296 days after
the arrival in Jamaica of each commodity shipment.

According to a JOTC official, some of its customers were in arrears in
making pavments for credit sales of the tmported commodities, resulting
in cnllection problems and delays in derositing the funds in the special
account.  The official further stated that .JCTC made deposits into the
special account onty when requested to do so by the Ministry of Finance.



USAID/Jamaica was aware of JCIC's record of making late deposits of sales
proceeds and shoild have closely monitored those deposits. However, the
USAID relied on the GOJ to monitor its own resources and did not follow
up on shipping and receiving reports of PL 480 Title I commodities and
monthly statements from the Bank to determine when delays had occurred in
depositing sales proceeds. As a result, JCTC had the use of these Ffunds
for lonz periods of time because no policy existel to penalize it for
those delays in excess of the established 120 days. By delaying deposits
of sales proceeds For long periods, JCTC could obtain benefits by
depositing the proceeds into its own interest-bearing bank accounts,

thereby delaying the use of the funds for projects benefiting the rural
poor.

Management Comments

Mz hagement  officials agreed with establishing a system to monitor
deposits of sales proceeds but did not agree with assessing late
penalties on deposits over 120 days, They believed that assessing
penalties did not make sense because of their sectoral approach to
programming local currency and the fact that the USG Joes not assess
penalties to countries that make late payments on their Title I loans.

Inspector General Comments

Upon receipt of the Mission's procedures to monitor deposits of sales
nroceeds, we will close this recommendation. We agree with the Mission's
response on assessing penalties on late deposits and that portion of the
recommendation has been deleted.



3. Cash Transfer Dollars Couid Not Be Tracked

Statutory provisions implemented by A.I.D. policy guidance required that
1.5, dollar cash transfers be deposited and payments be made from the
separate account established by the recipient country to ensure that
these monies would be used for approved purposes. However the agreement
and amendments did not require that the dollars be accountable to their
end use (foreign debt payment) and the Government of Jamaica was not
obligated to document such end uses. As a result, the $11.5 million cash
transfer was used hy the Bank of Jamaica to reimburse itself for debts

that were previouslv paid and the dollars could not be tracked to their
end-use,

Recommendation No. 3

We reconmend that USAID/Jamaica request the Bank of Jamaica to substitute
eligible debt repayment transactions for the $11.5 million cash transfer
from the desisnated separate account.

Niscussion

A.1.D. policy guidance issued to Missions in cabled instructions on
February 22, 1987 required all countries receiving cash transfers in
excess of $5 million, obligated after February 1, 1987, to deposit such
dollars in a separate account. This requirement was imposed to ensure
the propriety of dollar uses because of general concern over the
potential for inappropriate uses and for diversion of cash transfers.
The Bank of .Jamaica notified USAID in a letter .Jdated March 30, 1987 that
a separate account had been opened with the Irving Trust Company, New
York, which was designated to receive the cash transfer and from which
specified foreign liabilities were to be paid.

Grant Agreement Amendment No. 1 between the United States government and
the Government of Jemaica, dated April 2, 1987, provided a transfer of
$11.5 million; the foreign debt payments to the World Bank, Continental
Telephone, Inter-American Development Bank and the Caribbean Development
Bank were mutually agreed upon and specified in Project Implementation
Letter (PIL) No. 2,

Transferred
Loan From Separate
Creditors Payment Date Paid Account

World Bank $3.2 April 1, 1987 April 14, 1987
Continental Telephone 2.5 April 1, 1987 April 14, 1987
Inter-American Dev. Bank 1.8 March 19, 1987 April 14, 1987
Caribbean Dev. Bank 1.2 April 1, 1987 April 14, 1987
Int'l. Monetary Fund 2.8 July 24, 1987 July 24, 1987



In order to meet an IMF standby agreement, the GOJ was to pay $8.7
million 1/ from the cash transfer by the end of its [iscal year, March
31, 1987, and was relving upon the receipt of the cash transfer from the
USG to do so.  However, before the cash transfer could take place,
unrelated legislation required that the USG certify that the GOJ and
other  countries were taking certain drug  enforcement actions.
USAID/Jamaica officials stated that because there was a delay in the
State Department's submitting the required report to Congress, there was

a delay in the cash transfer to the GOJ until after the end of the GOJ
fiscal vear,

The $8.7 million in foreign debt was paid with separate GOJ-owned funds
and the cash transfer of $11.5 million madc to the Bank of Jamaica's
separate account on April 2, 1987 was used to reimburse those funds.,
Thus, A.T1.D. cash transfer dollars were not actually used for their
intended purpose; rather they were used to reimburse the GOJ for a prior
debt  payment.  The U.S. dollars were transferred {rom Lhe scparate
account at Trving Trust of New York to the GOJ regular account at the
Federal Reserve Bank of New York on April 14, 1987 and comningled with
other funds, losing their identitv. The G0OJ authorized the transfer of
the remaining $2.8 million of the $11.5 million tranche from its regular
account at the Federal Reserve Bank for scrvicing the IMF debt on July
23, 1987. lHowever, the GOJ did not make the transfer of ihe $2.8 million
from its designated separate account at Trving Trust until July 24,
1987.  The GOJ used its regulur account rather than the special account
to make payments for debt servicing, resulting in these dollars provided
bv the agreement not being traccable to their end use. Policy guidance
issued on October 20, 1987, after the April 1987 cash transfer, requires
recipients of such transfers to account for the disposition of dollars
af ter disbursement by A.T.D.  The guidance also specifies that funds will
not be commingled with other funds.

The agreement did not specify that the dollars should be traceable to
their end use, only that a separate account be established and funds be
expended  for approved uses.  Bank officials commingled A.1.D. cash
transfer dollars with funds in their regular account. The BRank of
Jamaica had documentation available on debt payments from its reguiar
account and was following its nomal debt repayment procedure.

The February 1987 A.T.D. policv cable mentions Congressional concerns at
the diversion of foreign exchange provided under A.1.D. cash transfer
agreements and about recipient governments' accountability for funds.
However, when  funds  were  commingled into another account from the
separate account, the specified cash transfer dollars lost their identity

1/ Representing the debt owed to the World Bank, Continental Telephone,
Inter-Amcrican Development Bank and the Caribbean Development Bank.,



anl could not be tracel to their end-use. The Bank of Jamaica, through
its normal Jdebt repayment procedures, did not intentionally circumvent
the requirements and documentation was provided that showed debts were
paid as mutually agreed upon with USAID/Jamaica. We will close this
recommendation on the issuance of the final report.

Management Comments

Management  of ficials considered this finding and recommendation a

non-issue since the intent of the cash transfer agreement was effectrively
met,

Office of Inspector General Comments

This recommendation is being closed on issuance of the Ffinal report,
However, we believe the Agency's February 1987 guidance to the field did
0t meet with Congressional intent when it required that separate dollar
Accounts be established., We are not pressing this issue in this context
becaitse we  feel it would he counterproductive to U.S. Government -
Government of Jamaica relations to do so at this time.



4. Reports of Tnnstlhnui[knendirures Were Not Prepared

The USATD/Jamaica-GOJ Trust Fund Agreement and A.1.D. Handbook 19 require
that reports of trust fund expenditures be provided to the host country
government. The Economic Support Fund agreements Ffrom 1982 to the
nresent provided anproximatelv $12.5 million in local currency trust
funds. USAID/Jamaica had used approximatelv $9.6 million to defray
program, operating and contract costs. USAID/Jamaica had not sent anv
expenditure reports on trust fund activities to the Government of
Jamaica. Mission officials consulted with GOJ representatives on trust
fund  budgets, the bproposed expenditures of trust funds, which they
believed fulfilled A.I.D.'s reporting requirements. As a result, the
Mission had not discharged its fiduciarv responsibilities vis-a-vis the
host government.

Recommendation No., 4

We recommend that VSAID/Jamaica provide evidence that expenditure reports

on the use of trust funds have been prepared and forwarded to the
Government of Jamaica,

NDiscussion

Local currency trust funds were provided by the Government of Jamaica to
USAID"Jamaica as part of A.I.D. cash transfer agreements. The

covernments  agreed on the uses of the funds, mostly to offsect the
Mission's operating costs.

A.1.D. Handbook 19, the cash transfer agreements, and the Trust Fund
Aereement,  dated August 25, 1982, required periodic reporting on the
Mission's use of trust funds. The agrecment with the Government provided
Iocal currency funds in the name of the 1.5, Disbursing Officer to cover
rhe agreed upon costs of the U.S. Government to nperate the economic
assistance program in Jamaica. The costs agreed unon were program costs
(i.e., technical feasibility studies, technologv transfer, small scale
development activities, etc.); administrative costs of the 11.S. Mission
(i.e., purchase of supplies and equinment, leasing of office and
residential  space, cost of utilities, salaries and other exnenses of
non-1.5. personnel, etc.); and contractor costs (i.e., local currency
sunport for contractors implementing the 1U.S. economic foreign assistance
program),

HSAID/Jamaica had received approximately $12.5 million in local currency,
beginnine with the first economic support fund agreement in 1982 and had
spent approximatelv $9.6 million during the same time period. The
Mission provided proposed expenditure budgets when requesting additional
funds  from the G0OJ and believed that this fulfilled its reporting
requirements under the agreement. [t did not report actual expenditures.
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HUSATH/ Jamaica, as trustee for GOJ funds, had not complied with the terms
of the agreements to inform the GOJ of the disposition of $9.6 million in
local currency.

Management Comments

Mission officials agreed with the recommendation and upon clearance and
approval, the recommended report will be sent to the Government of
Jamaica and R1G/A/T.

Inspector General Comments

Upon receipt of this report, we will close this recommendation.

-13 -






. Other Pertinent Matters

ESF cash transfer aereements required the GOJ to submit evidence of
eligible import commodities from the U.S.A. in an amount at least equal
to the amount of the A.1.D. cash transfers within a specified neriod of
time. Thev also defined the tvpes and levels of import attributions (how
the dollars would be  assigned to pay  for eligible  dmports), the
availability of documentation for audit, and reportine requirements.  The
Rank of Tamaica import attribution reports provided under (ESE Production
and Emplovment) agreements 1V through VI were not supported by readilv
wailable documentation.  The Bank of Jamaica did not have a filing or a
reporting  svstem desivned  to produce accurate and timely infomation,
USATD “Jamaica officials should request the Bank of Jamaica to maintain
the records necessary to support any future attribut ion reports regqiired,

HSAID Jamzcica had  approximately $3.3 million in local currency t st
funds remainine from the 1ast economic support  fund agreement  that  had
not  been deposited in interest-earning accounts.  Actions had been taken
by the  Contraller's  oftice (o determine  the  appropriateness  of
establishing the acoount - however, these actions were not finalized since
the most  recent request for an economic support  program  was  Jdenijed.,
There was no certainty that additional  trust funds  wonld  be made
watbable through the FSE nrogran, <o Mission management  Jdecided apainst
openine an o interest-bearing account for the trust fund balance.  However,
af ter we presented this issue in the draft report, Mission officials
opened an interest-bearing  account under  the control  of the 11,8,
Dishbursing Oftficer,
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APPENDIX 2

List of Report Recommendations

Recommendation No. 1

We recommend that USAID/Jamaica provide evidence that actions have been
taken to:

a. formally assess the adequacy and reliability of the Government of
Jamaica's accounting and auditing systems utilized to account for
local currency programs and activities

b. receive quarterly reports on receipt and disbursement activity in a
timely manner under A.I.D.'s Economic Support Fund and Public Law 480
Title I programs; and,

C. request the Aulitor General's Office of the Government of Jamaica or

the Government's accounting authority to provide certified annual
local currency status reports.

Recommendation No. 2

We recommend that USAID/Jamaica document the fact that it has established
a system to monitor deposits of PL 480 Title I sales proceeds and to
identifv overdue deposits.

Recommendation No. 3

We recommend that USAID/Jamaica request the Bank of Jamaica to substitute

eligible debt repayment transactions for the $11.5 million cash transfer
from the designated separate account.

Recommendation No. 4

We recommend that USAID/Jamaica provide evidence that expenditure reports

on the use of trust funds have been prepared and forwarded to the
Government of Jamaica.
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