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TO: US\ID/Domzili:j Republic Dirxifor, Thomas Stukel
4

‘ 52 7 Relhyesd
FROM RIG/A/T, Coinage N. Gothard

SUBJECT:  Aulit of USAIDDominican Republic PL 480 Title 1 Prograns

The Office of the Reaional Inspector General for Aulit/Tegucigalpa has
completed its antit of USAID/Dominican Republic PL 480 Title I Programs.
Five copics of the aulit report are enclosed for vour action,

The draft aulit report was submittsd to vou for comment  anl vour comments
are attached to the report. The report contains three recommendations.
Recommendation No. 1, is considered closed on final report issuance and
requires no further action. Recommendation Nos. ITa, 2a, 2b, an! 3 are
consilered  resolved but cannot he  closed until completion of planned
corrective actions.  Please alvise me within 30 davs of anv allitional
actions taken to implement recommendation Nos., la, Za, 2b, ant 3,

[ appreciate the cooperation anl conrtesy extended to mv staff during the
aulit,






Finallv, locai currency resulting from the sale of Public Law 480 Title |
commoditics wis leposited  in a4 non-interest-bearine  account. As  of
September 30, 1987 over CIS$12.6 million equivialent in local currency
sales proceelds lav  ille in a non-interest-hearing  account  at the
Government of the Dominican Republic Central Bank.

ACTNL Hantbook 190 Appentix 1D calls  for  the  establishment  and
maintenance  of  adequate  internal  controls,  incluline anpropriate
segreydation of an orcanization's Juties and responsibilities to minimize
fraud, waste anl abuse of resources and mismanagement of programe. The
Technical Secretariat of the Presilencv's Commercialization Division,
vested virtuallv all the responsibilities in one inltividual, the head of
the Commercialization Division. Prior to September 1987, this individual
coordinated proposel  hid  offers with ‘nited States suppliers  and
procurenent  agencies,  selected  importers in the Dominican lepublic,
prepared  domestic  importers' invoices, and often received importers'
pavments.  This was fue to the division's organizational structure and
the Timitel st:ff resonreces assioned to it.  This lack of checks  and
balances  Leaves  levelopnent  resources naleguately o protected  from
possible wmismanazement,  We  recommend  that o local certified public
acconnting firm be contracted to review and analvze the segregation of
duties and responsibilities currentlv in place at the Secretariat and to
perform a financial review of the fiscal vear 1986 Piblic Law 480
commodity program.  USAID/Dominican Republic concurred with the findling.
Part b of r1ecommendation No. 1 is considerad ¢loced upon issuance of this
report.  Part a. will be closed when a technical assistance contract is
signed,

Second, the Public Taw 480 Title I apgreenent  for fiscal vear 1986
required local dmporters to pav the full price of the commodities not
later than 60 Jdavs after their receipt.  For commodities imported unider
the Public Law 480 Title T agreement for fiscal year 1986, the Technical
Secretariat of the Presidency agreed to credit terms with the local
importers more lenient than those established in the azreements, allowing
periols of more than nine months for pavment. Additionally, invoices
were usiually prepared up o to five months after commodities had  been
receivel ant dicbursel,  Althoushh responsible for the oversight of local
currency. yeneriations, HSAIDMominican Republic was not fully aware of
these prohtems, Ao o result, of the total $40.8 million (equivalent) to
be generatedl ander the srooram, onlv $7.9 million was paid by local
fmporters within the trme period required  on the arreenent . and o owas
avarlanle on time  tor o the orosrammine an imlementation  of  new
projects, Mce dmport procecds  accountel for 91 percent of  the
uncollected halince o of  September 30, 1987, Weo recommen] that e lear
monitorine ot rnancial oversioht responaibilitios he ostablished over
the  Public Law 480 Fitle T loral  currency generations  orosram,  anld
outstantine halances Yo collected {rom local tporters,  HSATD Dominican
Republic wrrees with the vocomaentation and will inelule penalty cligses
in fatare crreementa, Thia recommentation will be clooed Hpon receipt of
aMisston anaad Orter and o evidlence of pavment of anzallecte ! halances.



AN o4

AT Policy Deternination No. 5 encouraees the lepasit of Public law
180 Title T sales proceeds  in interest-hearine acconnts  in orler to
conserve their value for the high priority Jdevelopment activities they
are lestined to finance.  Becanse the interest -hearing accounts issue was
not contemlate! in the sales atreenents or subseaqient  memoranda  of
understantinag, Title T commodity sales proceeds in the Dominican Republic
were cdeposited ina non-interest-bearing account at the Central Dank,
where fimls remained for a long periol of time without earning interest,
As of Septemhor 1987, for example, over $12.6 million {equivalent) in
past Title I siaces proceeds lay idle in the Govermment of the Dominican
Republic  Central Bank.,  Assuming an annual  interest earnings  of 15
percent, about $500,000 equivalent per month in interest earnings coilld
be earned iF these funls were deposited in an interest-bearing account.,
We recomnend that procelures be established whersby Public Law 480 Title
[ local currency sales proceeds can b placed in an interest-bearing
accoimt, ISAIDDominican Republic  stated  that it is  in complete
compliance with anplicahle gnidance and that it wi'l submit a GODR letter
on this matter.  The recommenlation will be ¢losed unon receipt of a
Written <tatenent “rom the GODR,

Sfeee o G Frgpeciov Eownad
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PART [T - RESULTS OF AUDIT

The aulit founl that manapement andi operational controls established for
the procurement and sale of Public Law 180 Title I commodities were not
aldequate to ensure that local currency proceeds were collected on time
for nroiect implementation. In addition, compliance with sonc progran
requirements was lacking.

Fiftv-citht nrojects lLal been approve ! For financineg with local currency
proceels aenerated from the sale of cemmolities imported under the PL 480
Title 1 prozram.  These projects were to be implemented through 16 public
government agencies, 10 private and public sector institutions for
private sector prograns anl 6 private voluntary oreanizations. Local
currency . projects were mainly Jdirectel toward  the development of the
rural areas in the Dominican Republic,

This report  contains  three findings. A review of the Technical
Secretaciat of the Presidencv's (STP) Commercialization Division, which
1s responsible for the procurement and sale of PL 480 commoditics as well
as the collection of the corresponding local sales proceeds, indicated
that one person was responsible for virtually all functions.

Also, contrarv to provisions in the Memorandim of Understanding and Sales
Agreements, the Technical Secretariat of the Presidency had agreed to
credit terms with local importers more lenient than those established in
the governing aareements.

Finallv, 1Incal  currency resutting from the sale of PL 480 Title 1
commodities wis Jdeposited in a non-interest-bearing account. As of
September 30, 1987,  over US$42.6 million cquivalent in local currency
sales proceels lav idle in 2 non-interest-beiring account at the GODR
Contril Aqnt,

This report recommends that:  a local CPA fimm be contractel to raview
and anal-ze the searcsation of duties anl responsihilities currently in
place at ST and to perfom a financial review of the fiscal vear 1986 Pl
A0 commadity  nrosram: clear monitoring ant  financial  oversight
responsibilities be established over the PLOJ480 Title 1 local currency
generations  proosram  anl  accrued  interest be collected  from  local
importorst and takes steps to encourage the DR to place PL 480 Title 1
local currency sales nroceelds in an interest-hearing account,
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Audit of USATD Dominican Re-.pp -
PL 480 Title T Progra-

PL 130 Commodity Sales Praocesde - facts
Prooramse ! anl Approyve !
(bv Tmplementine \rency

In DRENOO! < Number of Projects

Prosraimaed \nproves Prog ramme.. Approved
Government Instititions
TCNK 3 Ton g "0 1 1
Central Bank H, 750 R 1 \
CDE 31, 060 33, 86+ 8 8
SEA 11,569 6, 108 6 6
[NOHR 56, 3606 34,1388 11 11
SEOPC 29,291 19,307 6 6
SEEBAC 821 2 2 1
INAPA 1,050 1, 25¢ 1 1
INV] 600 ~0f 1 1
ONAPLAN 250 257 1 1
one 550 55¢C 1 1
ONU 478 178 1 1
INAZHCAR 137 .- 1
SESPAS 1,100 1, 10¢ 2 2
Mercado Agricola 250 25¢C 1 1
FONDOIVET 242 24: 1 1
Priviate Sector Oriente] Projects
CBagricola DR$ 78,850 DR 4, 837 4 4
FIDE 3,300 3, 301 1 1
1 ESEG H00 -- 1
STE bk 20,000 -- 1
banco de Reservas 8, 000 -- 1
IhIA 360 367 1 1
NATUR A 840 10° 1 1
[SA/CALR 3,000 1,507 1 1
TN 1,724 1,72 1 1
(OHENIR 1,000 -- 1
STp 1,400 .- 2
Private Voluntary Organizations
TTRTNDETR NDR$ 375 DR$ 37t 1 1
1hnt 479 1T 1 1
FLORESTA 611 511 1 1
CIMPA 1.0 127 1 1
F1y) R4 34 1 1
FUDEom 27 AU 1 1
New Provrans L X = — —
Total rIR$.:()7,,f()U ORBIRY, e 66 58
MWWt LR LER K X B ] e -

HG$1 25, on g

Hagon, 2 °


http:52t,7,,.00

Autit of TISAID/Dominic - . Republic

PL 180 Title T Provram

Commodities Imported nder the
Yoar 1985 Aareement

Fiscal
(late ] Aagnst 18, 1986)

lixhihi t 2

M ¥ 1
s Muantity : Date of  Date of Appreement z Date of ‘
Commodditv - Yetric Tons Arrival STP Timmorters . Invoices |
; . ‘ ~
Sovhean ; 5,997, 0 10/6/86 | 2/5/87 1/6/87 |
o 11,408, 3 10/0°86 | 2/5/87 L 1/6/87
f10,490,9 2/5/87 ' 2/5/87 | 5/25/87
© 10,5336 2/12/87 | 2/5/87 6/25/87
: l
| 15,399.9 9/29/86 3/18/87 { 12/22/86
Wheat 18,591, 2 10/1/86 | 3/18/87 12/22/86
15,599, 0 10/3/86 g 3/18/87 2/16/87
14,880.9 10/7/86 § 3/18/87 2/16/87
|
19,359.0 12/3/86 10/28/86 3/30/87
Rice 10,3341 1/23/87 | 10/28/R6 4/21/87
15,501.1 1/29/87 10/28/86 3/29/87
10,334, 1 2/23/87 | 10/28/86 L 4723/87
| |
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APPENDIY

REPORT DISTRIBUTION

No. of Copirs

Director, USAID. Nominican Republic 5
AA/LAC 2
LAC "CAR /DR |
LAC TR 1
LAC P |
GAO (Panama Aranch) 1
TAC CONT |
LAC G0 1
LTAC RIAs |
AA/XA 2
AR 1
LEG 1
AA/FVA 1
FVAYFFPTAC 2
G 1
AA A 2
M/PMUASD 3
PPC/(DIE 3
In 1
ALGA 1
1G/PI0 2
16711 1
IG/AIM/CER 12
161 1
RIG /T 1
Other RIG/As 1



