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SUBJECT: 	Audit Report No. 2-492-88-15-N
 
Audit of Non-Conventional Enern, Development, Project
 

No. 492-0294
 

Attached is a copy of the final report on the subject audit. The
 

certified publi.c accounting firm of Joaquiin Cunanan & Co., Manila,
 
report dated January 25, 1988. A separate
Philippines prepaied the 

report of the exhibits mentioned in the report will not be issued, 
rather they will be maintained in RIG/A/Manila offices. The report 

containing the exhibits will be mare available to USAID/Philippines 

because the exhibit report contains the specific details needed by
 

the USAID to resolve the recommendations shown below.
 

The purpose of the review was to determine whether project funds 

were being properly accounted for in c;ompliarnce with the terms of 

the grant and other applicable A.I.D. policins and procedures, and 
to identify and evaluate the internal accounting and administrative 
controls of the fund. The auditors: eviewed accounts, reports and
 

other relevant dncuments to determine the adequacy of the accounting
 

systems and procedures Transactions totaling T405,173 or
 
worc
approximately 62% of funds di sbursed i or project imp lementatiTorn 

verified. Of Lhis amount, $15,211/ in costs havr herr rnq"qtinrnd or 

recommended for disallowance.
 

On the 	 basis of audit procedures performed, the auditors suggeatW 

several improvements to the systems and internal controls to better 

protect USAID/Philippines funds. The ImpLemetir g Agency for thfi 

subproject Solar Crop is obligated to remit back to the Bureau of' 

Energy Development (BED) the amount of approximately $1,305. ihis 

amount may utimately need to be refunded to UISA ID/Philippinea. 
This amount represents expenditure in 1984 which was rdisapprove.I by 

BED but sti.ill was part of the liquidation report. In addition, the
 

Commi ssion on Aud.i t of the Goverrmen t of the Phitpp nes did not'1.irp 


provide access to the original copies of the supporting documents.
 

As a result, the following recommendat:ions will he i.nclu'rled in the 

Office of the Inspector General' s audi t recommendation foll.o-up 
sy stern. 



Recommendation No. I
 

We recommend that USAID/Philippines resolve $15,214 in questioned
 

and suspended costs and issue a bill of collection as appropriate.
 
USAID/Philippines should also ensure that the Contingency
 
expenditure of $1,305 on the completed subproject Solar Corp which
 

was disapproved by the bureau of Lnergy Development be refunded to 
USAI/Pilippines if appropriate. 

Recommendation No. 2
 

We recommend that USAlUD/Philippines make a determination as to who 
is responsible for making sure that the subprojects' equipment is
 

dismantled, salvaged, or made operational as appropriate.
 

USAlD/Philippines should then recommend appropriate action to this
 

GOP division and monitor the actions taken. USAlUD/Philippines
 

should also consider A.I.D.'s policy on recurrent costs in resolving
 

this recommendatAion.
 

Please advisu, this office within 30 days of the actions planned or 
taken to implement these recommendations. 
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Office of the Inspector General Audit 
Agency for International.Development

Ramon.Magsaysay Center
 
'1680 Roxas Boulevard, Manila 
 ' 

Attention: Mr. Leo L.L ,t, J . . CPA ,. .i: 
Regional inspector General -~Audit.i 

Gentlemen: ~~ 

F-inal1 Reoort'on the-Results.of the -Aud"it-and, Survey of 
the, USAID F'Iunded NoCnventional~Energy Develo -)me nt 
Pro-lect . ~ < ' -

Ware pleased to submit our~fial Ieprto, hers4t
 
of the audit and survey of the tNoriConventional~ Eniergy

Development Project. This& completes, ourKwork< Under
 
Delivery Order No. 3, 10C No. 49-0010360-0,
 

Th~is report consists of two (2)parts., The first part,

is the report proper while the second part icontains the.

exhibits. ;Included in the exhibits are: snapshots- of
 
some project sites and equipment inspected at various 
project sites. 
 . ,. 

'V ~Thank you for allowing us to reconstitute our final 

report to addre:s primarily the requirements of, a
 
financial and compliance audit and the' interest of your

project officers.
 

We have enjoyed' working with you and your staff 'on this
proj~ct and wo look forwardto'be' of further assi~stan~ce
 
to you.
 

i S- LAi,,J'-


Prnla ar agement Consulting Services eptrI~
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EXECUTIVE SUMMARY
 

A. Objectives and Scope of the Audit 

Joaquin Cunanan & Company/Price Waterhouse (Phils.)
 
was commissioned 
to perform a financial and com­
pliance audit of the NonConventional Energy Develop­
mert Project and an 
inventory of project equipment
 
at various project sites, 
 Specifically, the audit
 
sought to:
 

1. determine if proper procedures have been
 
followed in the use and liquidation of funds and
 
in the procurement of 
goods and services;
 

2. conduct a physical count of prriect equiDment to
establish location, theirappraise condition and 
assess their utilization in meeting project 
objectives; and 

3. examine on a general scale, 
 decision-making,
planning, procur emrent and other procedural
points wi th pro.)ect implementation in the
light, of project documentat ion spooifications
and AID regLtations. 

The audit involved the review and inspection of 
seventeen (17 ) out of the 23 suh--roj,.ctc; c;tarted
within the por iod 1979 to 1983. At the time of the
audit, twelve (12) were on- 9o1ng alld five (5) were
closed projects. The r-eview did riot include an 
evaluation of per f ornlance/operat i ng efficiency of 
the Sub-projects. 

B. Approach to t,,he, Audi t 

To st., t i fy t 0 ), e:t, ive, set for tr by the audit,
the audit. t..,rn employed various audit steps and pro­
cedures , as:, fol ow 

1. Revi(.iw rAi , irInif icant portion-. of project docu­
men t and famni I iarization with project mecha­
ni cs. 

http:Revi(.iw


2. 	 Development and testing of an audit program via
 
a pre-audit survey which considered various cri­
teria developed as norms or standards by which
 
project efficiency in the areas of hand­
ling/liquidation of funds, equipment accounting,
 
use and control, among others, can be compre­
hensively examined.
 

3. 	 Familiarization with accounting and other sys­
tems (planning, procurement etc.) to establish
 
general and specific control areas in the course
 
of the audit.
 

C. 	 Major Findings and Recommendations
 

Fi n d i ng_s
 

As regards accounting for and disposition of project
 
funds, the audit team established the following:
 

1. 	Project expenditures were based on duly approved
 
programs/justifications.
 

2. 	 The Comm,sion on Audit representatives at the 
Bureau of Energy Development (BED) and the 
implementing agencies in coordination with BED-
Accounting p a s<- d proj ect e/pendi turesse. on 
through the conduct of post-audit which provides
 
general assuraiice that disbursed project funds 
were in order and complied es entially with AID 
requi rements. 

3. 	 Timely or r(u 1lar suhrn Sion of f ir:cnc 1/al/l] qui­
dation reports by some implementing agencies 
have not been observed. Delayed Submission of 
repor t, to BED cor re-pond i rig 1 / delayed subse­
quent fund retease ;/c,,h advan,-,:e. and created a 
huge hac lc)g of unproc,'-ed liquidati on reports. 
It atr._a, lack of urnder-stand i n by the 
1 mp[1lmre t. ; votncgr i of aovc r'nrinent/C0A rLleS 
arid . ( f!i .. , _;.ippor t.i rig ducumrents! 
rE(Iu rnj,.,_! cash d1va datL ion)for ad1 ce u also 
added to the dI ly in the proce!ss ing. 
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On the physical invert.ory of project equipment,
 

inspection and survey of project sites revealed the
 
following:
 

1. 	Project equipment installations are not insured.
 
Moreover, most of the equipment are currently
 
wanting in repair/replacement while a few are
 
still to be operationalized or installed.
 

2. 	 The present information system at BED and the
 
implementing agencies is not adequate to proper­
ly monitor the perfomance and condition of
 
project equipment/installations.
 

3. 	 Markings/identification of USAID funded and 
procured cqcAi;mer- have been made only in 
anticipation of the audit. 

4. 	 Some livelihood programs, such as ice planos and
 
electricity generation projects which depend
 
heavily on project equipment, have been severely 
affected by the inoperational status of project 
equi prnent. 

Recommernd t i ;'. 

The audiL team proposes the following to help pro­
ject implementing agencies comply with AID regula­
tions, systems and documentation requirements 
particularly as regards the use and liquidation of 
project funds and hand I iHg, mot)i tor i rg and conrrOI 
of [)r i( t 0 uu] ltt. e 

1. 	 Est.ab1ibht clo nr, and pirioric coordi naLion with 
USA ID thI oull t cnIr ':'xcharn u of pr,-ect f inan­
cial and nthi'Ier i nformniat ion ( c.q-, rel eases of 
loan and rrant f und; dirrot prncurnmrrlrt cove­.
r 1 lq u( Ipmcn t and comp 1 nce wi th maj r AID 
requ ir rr,ntq, 

I. 	 1l2. 	 Ctrrj mo l m V. , ; (r J it.itor re ., a nd 

Q., prnqI,.,i. K .oc(. 
as regiwr dn roiLoJ"Dit, f "otin pn lt. 
audit~i . ., wrt 'ii tt,( t)oi)'n; of rints 

W pfrijr(:: wiuhi opera­
t i onr./p roj( rrraL c'n t. e r oj ectmana c- anon n,, it., 

lii 



management e.g. USAID project officers and the
 
implementing agency's project managers should
 
anticipate periodic and surprise audits (e.g.,
 
financial or operations audit). On :he part of
 
the implementing agency, they should undertake
 
more periodic visits/inspections of major equip­
ment installations particularly for projects
 
that are experimental in nature. Also, proj­
ect recipients/beneficiaries should be encour­
aged to document and report on the performance
 
of equipment and installations to facilitate the
 
provision of required repair/replacement.
 

3. 	 BED should strictly enforce the provisions of 
the Memorandum of Agreement on reporting/fund 
liquidation. In addition, written guidelines on 
reporting/liquidation requirements should be 
developed for use by the implementing agencies.
 

4. 	 BED should remind the implement ing agencies of 
the insurance requirement covering project 
equipment and follow-up the same to ensure com­
p liance. 

5. 	 Rehabilitation of some projects (using unuti­
lized funds) that can continue to provide bene­
fits such as the IVES should be considered by
 
USAID/BED.
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RESULTS OF THE AUDIT AND SURVEY
 

I Financial and Compliance Audit 

A) Background 

The NonConventional Energy Development (NonCon) 
Project, which aims to assess the applicability 
and feasibility of various nonconventional 
energy technologies in the country, is carried 
out through the NonConventional Resources Divi­
sion (NCRD) of the Bureau of Energy Development 
(BED) and is funded by USAID through loans and 
grants. Funds for the project are released by 
the Bureau of Treasury to the BED-NCRD, which 
in turn advances the funds to the implementing 
agencies (IA). Specific goods and services for 
the various projects were directly provided by 
USAID on buha.lf of: the project (e.g., direct 
purchase of co:,mmodioies/equipmert, foreign con­
sulting servic). A few projects were termi­
nated in the early phase of the project. As of 
15 September 1987, there were 13 ongoing 
and 10 closed projects. A listiu g of the 17 
projecta duLi i i w, tJSAID' s share in total 
project fund ing and other relevant project 
information in shown on paye 2 of this report. 

B) nd M.__'e _ /.ud t 

1. Qbectivesoaj tlhe Audit 

The objectives of the f"inancial and' compliance 
audit were to rpview the records and books of 
USAID, BEDNCRD and project implemonting agen­
cies to determine if proper procedures have 
been fol lowed iii the procurement of goods and 
services and a-;ountin j for Lthe use of funds, 
and to (;' aiii I ie ( aai general scale, dec is ion­
iiiLlk 1ig , pIa11I1 I nnJ , procuru-neIL , d other proce­
dural po int.s wi thin project. irmilumunLat lul in 
thu I i ght of project document.ition specif ica­
tions and AID regulations. 
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2. 	 _Scope and Limitations
 

and 	a
 
The 	auait consisted of a pre-audit survey 


audit, The survey covered an assess­
detailed 


access to records
 
ment of availability of and 


while the audit included the examination of
 

specifically the

financial management/system, 


for funds; (2)

following: (1) accounting 


appropriateness
methods of disbursements; (2) 

and 	(4) proce­and propriety of use of funds; 


dures for liquidation to determine if project
 
AID regulations
document specifications and 


were met.
 

14 to 29 September
The audit conducted from 


1987 covered seventeen (17) subprojects, twelve
 

of which were ongoing as of 15 September
(12) 

1987. Five (5) closed projects were included
 

in the audit.
 

the following
During the pre-audit survey, 


limitations were 
established:
 

a. 	 Records and .upportirng documents of closed
 

projects were hardly retrievable due to the
 

following rcasong:
 

- since some projects have been closed for 

lhroe or four years, specificthe last 

project rpcords/documents are mixed with
 

other records and documents of the im­
in the records storage
plementing agency 


areas 

- files/storage areas were changied several 

times and/or were found' destroyed by 

termites. 

documents to
t. 	 Original coP es of cspporti ug 

various traniacLioris were ,ventual y sub­

mitted to the Commission on Audit (COA) 

personor.1 a.signod at the particular im­

plement ing agency whicoh wrq then f i led 
only
sep.ratel / from its other re,,rds. hot 

did this situation nece-ssitatd additical 

time to source ntut recordq but also re­

qu i reJ c earanne from C(nA eg iona 1/Head 

Offic, to verify original supiporLing docu­
ments.
 

3 



To substartiate transactions whore original 
supporting ODcuments could not be verified, 

an alternaive procedure was adopted ­

comparison of liquidation reports against 

books of accounts and correspondence files 

which reflected clearances or disailowances 

of project funds/liquidation. 

Where no records were avoilable at the
 

implementing agency, recoris and reports
 

filed at BED pertaining to the project were
 

reviewed.
 

c. 	 The time alloted to conluct the audit was 

quite short. Transactions covered involved 

several accounting per ods and a thorough 
audit would have requirerd a comprehensive 
review of similar ard recurring trans­
actions from inceptior date (197D) to the 
present (30 June 197). 

Review of transactions covet ing project funds 

control and di-positiorn wan made on expendi­
tures amount.,ing tr P7,;21, 925 (or approximately 

,US$405,172). A far as ariLinable, test for 

compl i ance and adherence to internal accoun ting 

controls wore mado on P3,475,192 or 

approximately S.,1"; 123 (or 44% of P7.9 
mill ion) . Of this amount , P308, 509 (or 
approx matel y JS 1 1,14) were ie. Lioned. 

Material 1ty of amoint. was ,sed as bas is Kr 

testing. Expend itwis ra.t iOng from P2,000 to 

P300,000 were co\ered. 

3. M4..'+tL,_ d r_J _L y.2 

The audit was conducted through. execution of 

the fol lowing work steps: (1) review, 

va 1 i dar ion and a.,.e>strent of grant agreement 

and mertorarnduns of ag veymont. ; ( ) development 
and testirg of an audit program / 1a a pro-audit 

survey to ostablish audit srne and lmit.ations 
as regards handl inrg and 1 iQui dat ion of funds, 

equipment <ccounti g, rmorg other ; ( ) ro­

t 1 led ray lre w of rro , ddr:;, nrnti r Nu r pnt Utl')? 

to ctLct t ate adhlei-QrO l to qonoru andstub 
specif-ic. pra viniont:.; of agr o " t.' .:art i clr Iy 
1in t1io a _a'i u f f uI (tO 1: ( .011t,,' rt.' : a rid 
1ltiqu dnLiuon, acounLt inrig, "n' %tnd C.t >1 of 

projpkto i . Jouilproritt and prod n t f rt : 1a I u aLatu'-, 

ror;ortihg; (4) familir 1r ,h or 1 o;h r 5y;'-­

terms (planning, pr~o ut rri l. , +t.'.. ) to lost 
general and spec ifi pro,-r c, atdrmi s'tra;ion 

4
 



control areas; (5) discussion aind interviews 
andwith IA's project accountatt/bootee.Oer; 

(6) review and evaluation of intiernal controlK. 

inciluding compliance. 

C) Audi_Lr O L . 

opinio" aln the adherenceThe fol lowing is our 
of the impleme, Ling agencies to project do­

regul at ionscument spci f i .rat ons and AID 

to thew handling a.nd accounting ofpertaining 
funds as well as o" the Ddequacy of the Imple­

menting agencies' internal accounting control 

system appl1icable to the NonConventional Energy 

Development project. 



Auditor s,- p i ni 

USAID-FUNDED~NOCNETOA ~~~~~~#* NRY EEOMN RJC 

We:,have.,performed~~~''a iaca n om'jneadto 

the~~n bokeod fSIBra fEeg 

tecrbooks seationa-F anial ,adsy,our'riiplja'nce'adthe'j' 

oal releases and- dilsbursements.,of~prject1 funds f or,1
the 'seventeen, sub-proje'cts as~'of June '30O,~ 1987, as 
summar ized' in I the acop yn ceue o Fund 
'1Releases, Disbursemhents 'andJ UnliqifidatedK Advanices. 
Except for. the.1i n decie ~in Sec'tion I B, our' 

examnation .was, made n accordance ,with~, eneraly 
accepted. au dlting ~standa r ds rc1uding t 1: U, 
Comptrol ler' General 's audit~standards ,_arnd. according&l y, 
included suhtet ofteaconigreod nd1< suichKI 
other: audlitijg1 procedures ,as we considered necessary in 
the circumnstance. ~-

J '.KK4.. 

, 4< 

SIn, 

-. 

our opinion, except for the flindingsy dis-cupsed in 
section 1 -D and ifor',the effects f' 3uchP adJustments, ifK 
any ras might hav ibeen determined, had wie been, "able1 to 
examinethuI aalbeIrcorsandcmnspriiq 

tocransib-projects" (aY the accompanying ,:Schedule 
of- Fud eeases, 'Disbuirsements'~ anld, Unliquidated 
Advances presents fairly 'the ,local releases and 
disbursements of-'of' ' of. the.~ USAID'Funded 

onentional Energy, peveloprnent .Projec t for 1.,th 
s evepteen su-r'~c~sa f June,< 1,9871,11 in 
conformiltywith general-ly:'accepted accornt'ing principles 
and, W'? the qaccounting Iof- funds, :methods iof" 
disbursem~ents-. and . s of funds, and 'liquidation,
procedures~of BED and' its, sub-limplemen'ting .organizations 

Isubstantially compliled with 'the proJect's. documentation' 
specifications'and AID regulations. K<. 
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USAID-FUNDED NONCONVENTIONAL ENERGY DEVELOPMENT PROJECT
 
AUDITOR'S REPORT ON THE INTERNAL CONTROL SYSTEM
 

We have performed a financial and compliance audit of
 
the USAID-Funded NonConventional Energy Development
 
Project implemented by the Bureau of Energy Development
 
(BED) from 1979 to June 30, 19B7 and have issued our
 
report thereon dated October 20, 1987. As part of our
 
examination, we made a study and evaluation of the
 
system of internal accounting control of the BED and its 
implementing agencies to the extent we considered 
necessary solely to dotermine trie nature, timing and 
extent of the other auditing procedures n.cessary to 
express an opinion on the projct fund rele:ses and 
disbursements as of June 30, 1937 and on the compliance 
with project documentation 5pec if i cationn and AID 
regulations in the accounting for the project funds and 
the use or diqpoc ition thereof. Accordingly, we do not 
express an opinion on the qy t'.m of internal accounting 
control of ti, BED arid rrp1ym n t, ing agencies takenit. 'jm 
as a whole. Iowav-r, during Dur exarmination, we did not 
become aware of any conditio ri indicatiing a more thn 
relatively low rink (a) Kh.t error anid irregularities 
in amount5c "Ierto ProjC:,t occur notmyi a1 the may and be 
detected witlhin a t. rnql y per iod arnd ( h) that the 
exisLing cystem of i rrteniml accounting control does no" 
pr uv idt, adequate .;iaf eguards against unauttiori zed use or 
disposition of project funds. 

October 20, 1987
 
Makati, Metro Manilp
 

7
 



$5.7.7.7. miFo ($0R9 m l i n Io n n ".$, '3 

supies of, gosqsandrvies.ote ta 
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fo FuncatelUS$65 the~o)-o 
76 million, app 

USI 
. 7.7.7.7 

fund­

AS0',3m4~illon 1f8 eordO-ed fudin.Te 
theI fundingc byeae byXBiotnED to th tparoct 

encludes direct paymnents~made , by' 'USAID f.o-.'­
goodsand serrviess rothand. 

BED rehorlds onqueth otha e hadonly .shed 

qaroximatelyrom$.852 mialion) for Sof funds~> 

relaed fupding reed by BDito thec pey-. 

Montuesmdec pUaynt maovde.recby anaoge-

'1 

. 

.4 

2.Arquatrly frm FunsA at sumar of fnd 2 . 

reclase for the project. inldsnrecirect py-he 
IAntareidepoiebn aAtonprovid furojeccn oanfe 

taietcorltheiNormatonponec fundscost/iund 
..................................... 7.reported 

2. arc~trly tor FunDste -witth e project7 

exedtre7yfnin ore, e~. UAD 

loca or BCDGOP 

.7~th 

,iteet 

.7. 

I.77No, ulsnaieparate bankaccounts for~ihse 

'icll4orthfmeprojec omt tudeeelved y th 
thes ,IA; thlhowver a ybidirncoits of 

eorndotheno rjefunds beceailed 

frome Bnd. Taeoundsfrec e erpre 

expndturS~byfndngSuY*S.e~., 7 



11 7, 

andFindings
 

,r.our~ 
 review of project:,,expnitrs revealed 
ythvyli rsmensywere-,.-ade -based 7on-."the ~ 7~ 

reu reens o h Pojc. isbursements 
testeld werelduly supported byA necessary. in oim w>.~,
 
Ces lanid other doument, These, disbursaments"
 
were. ala oompared 'gainst budget.. Thefol lo-> A ,
 

wing, however, were noted during the reyiew: 
.
 

~.1. There .,ere unsigned checks' and .check~ 
vouchers totaling R285,O09.20ror approxi­
mately US$13'0909 (datedr September 30,
 

.intended
1987) for ,the local 'purchaseL of 
equipment and supplies for the subproject
 
Graduate Program inEnergy ,Engineering and
1.. Management,~As most equipment are procured 

. 

from abroad, and all those' procured have<

been endorsed to the- project leader 
 A <~ 

(project is nearing completion), there 
addi~tional 'local purchalses, Total. budget.~ 
of the projemct was set .at P3.,88 million.>4
Expenditures as of the) date 'o audit ~was
 
established at P2.130 nm1lllion. 
AAlthough, 

they could be valid' expenditurest 'these~ 
will have to be approved byr BED as all 
planned :pure' ases/procurement for, thej 

, 

project 'have already been ,mad.
 

2. on th4 completed subproject -Solar Crop:A
 
ADryer, there isan expenditure of 023l500 


or approximately UB$10305 which was part

of -the liquidation report dated December 

1984. charged to Contingency, 'Which was 

' 

subsequently disapproved by the BED. As of Ai 
the audit date, no resolution has been 

A/made on whether or not the amount should 
< 

be refundod to BED although several
 

written requests for liquidation had been­

"I '~b A" 'RacgMm~nd&&iorig 

1. The unsigned'chocks andl check vouchers for ~ < 

Alocal ,~,~I~f."A... purchase have to-be cancelled if y 

14purchases 
 are no longer neesasav. 

2. 'BED should inImodiataly demand for the 
A A A refund of 023,00 since this expenditure
 

~'I A, A IA A4449 



. re yer,-fnd prvie t teI v7wr
 

booked ,by,',, BED as outright~ ch~arges toth 
Kappropriations' from the'Off ice of Budge1t an
 

..-
M~anagem~ent (OBM)". ,4~ 

BED-Accounting disburses/releases -funds, to' theK 
IAs based on disbursement schedules and upon,"
 

~-request ofi BEO-NCRD. ~,A'Vpresent,.flurd releases
 
to the. IAs' are recorded ascash advances sub­

-~ 

ject to liquidation,
 

a. Fia~din-s 

In reviewing fuinds released to and, liquidated

by the 'impementing agencies, our ~'evaluation
 
revealed the following;
 

1) ofreporting although provided, in
reqenc 

otobseiwed'bythe'IrAs. R~e-§+' 

ports are Isubmiitted late to BED. Aeg0, 3> 
thprenyo r t', 


months, 8 months, or 9 months -late, others 
have incomplete report files 7at ,BED).*
Delayed or, irregular submission of~liquida­
7tion :'reports also delayed the.,r,%leass, of
 

affects the ~timrly completion of ongog7<W' 
.. ubprojects.' , '77' 

Due to the delayed submission' ofl' iui­
a'tion reports,: thes BED -records' sh~ow 

'72) 


outstanding- cash advances. -As-~of, 30 Jun.e. 

1987 the unliqu1dated lcash advances, total7 

7~'
 

77 . 7'~P3,216 million or approximately U$$.230 
' 'million (or 17%,ofthe total funds released 

equvaen 7to,01O 108 million.).', Referto
teschedule of Fund~ Releasoe., Disbur'9- ~ 
' 7monts and Unliquidated-Advances for 

details.o--7 

- 773)~ There were iquidation r.tortzs~submitted by'
.the7imlementing agencies to BEDOwhich were
 

'7'returned by-S Acon~g ~,SD-NCRD If r~7
77'7777' 

777--7 ~5C~7777follow-up/clarification ofP some ':supporting 7 ' 

reprt amutdt P11.3657'mil io(r -'2X " 

ofltotota. rfungs released &m~ounting to 
'7'~ ~ ~~P6007-'- millio-n)-, '~ -' 

7''I '~' ~~7'103 



It apas ta oeIs ae o ul
 

awre, ofth spprin ocmntton',.e
 

qurmnsfrlqiatonorahavne
 

est alised that eonly R7S millin-t f ,'y
 
ay rEDa of 30 Junep1987ihave ben-assi~eda
 
foqu ir ato.Th balaainocs adVR4.366
 

BED shoal styrihctly requir e toe Ls t o~~ 

cofin 30espbmbero19 o inheauit teams
 
dstabllsheporta on~imel Up-t ot reotsf
 
wiy Beduc , ot , passeof Jue'1987 hugbe

for iqidcation adhnesbalanc ofll also
 

Milloer to reindto ely ine forhe
 
prcsi fliquidation
approvalan
 

(ad OA
Rfomnaionanillqiato eotn
 

unershoud swritn ruiens toe incltude ~ 
codheret theportv n hontractb
fomat 

coveloeing aumsinoB theo iAncailqu'
 
daotinrjrot ie Up-t-dat r porE
 

furia e ifrationand reth rl aing
cash s 
ee af mayleasonbyrqes. 

Base noure vietofpre t recorsi topies ~ 
ofdocumens and liudation~reports anovdd 

to thel proectfi fAnd 

to sA0th son pniurs b --­o lln crt od 


(mothl gqatel)

reporienghs not som elay to ,redand

(afrqn cy p o
 



?i 

to e prvidd on_.r
2. dtaild iformtio 


ports were2 no pcii
 

r ~ b Reummen'ation AX~ I' 

or-p~pp rject and financial mbfitcrin 2K4 5 V 
p AID in th--r1.n4urpo~ses ho1Jld-7specffy
agreeiment (such :.frequecy' and4 qUa 11t ;) f 
information),,submission, of peioi ;repo , 

from~ BED to contain aspeCific-details s~uch as'~ 
, 

' 

2 

fund status,,project expenditures, vaccomplish 
mentso planned activities for theinext quarter
 
and timetable.~ Such report would 2povide 'AID*
 
information in~planning'and anticipat1,ng fund
 
~releases to thov jroject,.
2 	 ~ 

'226. Periodic Revjeiw/AWdit of JransactjonA12 


22 2 2BED-Accounting and COA conduct post -audit ~of2 '2 
all 	 liouidatione svbmitted by the lAs to&-SED,
 

assigned project accountant of BED-,NCRD2
2The 	

reviews the liquidation reot beoe2owr 
them 	 to BED-Accounting.222 22ding 

type of review may be -inadequate in2 
enurn that all weakneamaain the ,i4Jall. 

handl ing of relesseuf1 iquidatiohdital~lowances 222~ 

over proJect funds are unco'y.red. 


2 2This 

2A 

Aside ro OA and .860 Accountingsaf 
2 	 ~~financial *udits on a periodic basef'.and, not 2 22 ~' 

2 
'4'2 2V4only at the tim1e of project 'omfpetio Qr 

'2,4termi1nation' :shoul,4 be ,Pa.rformod. : Pr'oject 
2 22~ 2management (*.gi, USAID project officers and 


implementing2 agency's project managers) should 
also anticipate periodic and surprise 'audit*.-

Thi ewill proiecta comprehonsive/thorough.,
 

it should conduct management and~ opera­
tion aQl to***so overal of
 

2-'-2~--~'2-Also, 


udit efiiec 

2project mangPtmlet.his will' adqael e
 

2{2 2­late, the reult#of thol. ca.auitetb*
-

22 	 2:,2.<2-%4*VV~~efficieny of project m~anagement and implemen-
2tation.22 2 ' 

22~~2~2-222 



Y ~7	 "T_4~ 

~A) _Obectivges. 4Soope and Methodology 

~ The objectives of .the survey/physic'al InventoryKj~~$2 
are-todenti#Thcat~iarnan& conliQ fL eii~--& 

'~"~' ' 

.ment and taseshir utilza on, nimeeting
project objectives, 

2The physical inventory covered the twelve, (12) )
,1'21 

ongoing' ard five (5)closed.subIprojects., Except,

for two (2)consulting projects, project equip-~
 
ment/installation~ sites were visited. :Also,

interviews with project ' beneficiaries- and ' 2 ,.
 

* ,­project personnel were conducted. Existence .and 

.condition of, project equipment located at . 

Inspection, physical counts and locati1on~ of
 
appropriate AID insignia. 
 2 

B) Finaings
 

Various equipment inproject sites visited ,were ~-2;1 
inspected 'and accounted for, based on the BED­

'provided listings of various' qupmnt. Equip- ~ 
ment, and parts onsite not forming partof4- the<
 
list 	were also inventoried and! accounted "for. ~ 
The 	 results of the physical inspection of. AID­
procured'equipment are summarized InExhibit L
 

1. A few project equipment. have been nonr~ 
operationa or isa tldad 

-

pes ent a 

-'or replacements. Common'reasons propounded 

were 	the following: <-W"'­

2-	 a) Inabil ity of the supplier''to'del iver the ' 
equipment on time, In addition, there
 

- ,1were delays in releasing 'delivered2-

equipment from customs custody. The con- ~ 
*tractor for the Ries Hull-Fed Thermal
 
Power Plan~t ifn Cabanatuan, Ray Burner
2-	 Co., incurred problems, ir, releasing
equipment items' from custc-ma, At one
 
time,, 	some items were lost from 'customsI 	

custody which~ necessitated 2tho replace­
ment of lost items which further delayed 2, 

completion,~2- 'proJect 

b)AmaJor equIPment aupler in the US has,~212"I 

'gneout of,business (suffered bankrp­orpraioit',theufor
cy)' Osrtch 	 e
 
ofd the win tubn gesao forA. th
 

I 	 4~22-2-2413~4 



2V1
 

Medium cale ind P~owered projec~t,§ -wen~t 

highly.,,exceptionalva, but the, banik-, 
cruptcy of the 8upjp1ier~further' del~ayed 

~ 

selIe1ct ion 
~ment 

of t*he'supplie oft 
0h& 

e-qup 
eu 

c) Inadequacy or lack-,of bu~dget ?to install 
delivered aquipment-resulted. in the 
extension of project ttale 

2. An lrspection of miajor project equipment
reve&a'ed that, aside from being non­
operational and ile, therewere also 'cases 
of missing or unlocated equipment, parts and 
accessories. 

3. Within the content of project cost manage­
merit, no records are readily available to 
assess or establish the following; 

a, cost required to install equipment 

b. additional cost requi~red, to .'operatio
nalize the equipment 

c. techniology transer to prepare staff or 
project representative on'basic :trouble, 
shootin~g and routine naintemanco' 

d. mintnane/cae rquiedprior, to 
equipment installation/operationaliza -
tion 

j77, 

'~~ 

7.jthose 

- --Memorandum 

7 

a. frequency of aquipmenlbreakd 6w for 
set up and operated successfully 

4., Project equipment 'werenot -insured. This> 
violates the. specific provision in the 

of Agreement to insure project
equipment upon- receipt consiFdering. their 
relatively high value. 

6, AID insignias were not seen on many
equipment purchased (out of the AID -grant,
and/or, loanrs). On thoce equipment with AIDj 
insignia, -Itwas noted that they h~ave been
newly .pasted apparnty to prepar* for ,the~ 

audit, 

F 

<1 

'" 

14~,~4 + 



6. 	 roject equipmen~t wer mie oihths 
other, projects handled yhe, sam project~ 

-~ leade/implementing~ ageny The1're. was no 
'Prope identfcain of0 he..I-u
 

prjeteq.ipment. Teesbrjcsare:.
 

Sy o~w Cogeneration Sse n necneto
 

of.Indoe'dert Powie r Produce rs to h
 

o 	 B,Biomass'Assisted/Powered Rural Refrige-~ iij 4 
jration 7 

I.o~ 	 Adaptation 'off Eng,ine'for Fuel Inter,­
changeability 1>n
 

7. *Equipment/inventory re,cordsjare notmain-jIl
 
tained by~the IAs.~ Parts listed separately
 
per BED records1'could no longer be -identi-.
 
fled ' as they. have1 been assembled' to
 
constitute7 a major equipment e-O eni 
fled Rice Hull). 

8. Livelihood programs'liIk, ice plantit opera-.
 
tions and electricity 	-gbneration~ depending
 
heavily on the project' equJipment, 'specific-.


the Integrated Village Energy: Systems,,
>.ally 


S have been sevesrely. affected1 by,.the inopera­
~~t16a1status of§the~equipment. 
 -

C. Suooestgd MtAongket Act$ons-: 

1
1.' The procedures on selIection of. suppliers as well as
9.the terms.and condition~s of; the, contract o77:supply' > -­

the equipment Xshouli1d be carefully revieweod If
 
possible, specifyK inthe Memorandumv. ofA greement,~
 
procedures to adopt insourcing oiut~alternatiye or
 
fallback supplieors to assure r,liabil Ity of equip i iif 

'­ment supply and technical service. 

CI#, The .budget and .the timetable to' installeqimn
 

.Cshould be reviewed. Ideally, financial :and techni-K-

calprmts shul becerl r-etbis ,t
 

7Uoenable the measurement of-the rate-of sucecess/accom-,

plishment or extent of; project failure. 

monitoring and inriuemyii purposs,,Ti reor 
should contain'data/information oquipment cost-~lCY~C 

4Anstallation, routine or major repairs done and 

C >-­other -relevant informaion., This record wIliC also 

Ci&&be- a good basis for conrducting physic-al counts andy-

and costing missingI.--C 'anC~ 	 -~-ide.ntifyinig eqimn parts#,C 

C 	 Cw 



Spca rvsonls oQf~ t.e contract: s be 
reviwedand validated to ensure proper-,project


implmenttion IFr exmpleas called'for'.by;th
wMemoradum ofAgreementproject equipment should 
be immediately i1nsured uponi receip. The' IAs sh-ould 

K therefore4 be 'instructed to insure all remainin 
inual project equ~ipment. ~ 

Project off ice rs hould 'consider',7.'con'd~icing more 
regular visits, ito pro~jct ,instalatol,k s ites to 

S5. 


ensure that inpfrmentation 18 on 'schedule~ and AID~y 
pro-cu red ;equlpmentj'are ;properly safeguiarded, 

.~ 

monitored and Aid~ntified,	 
, 

6. Project equipment funded Aby AID should be properly
 
identified Aespe&1iali>y whenK there ar&e' several
 
projects handled 4by one .project ledripl'etn
 
agencIy., It.appeared during~ our; in'spectionfthat 
project, equipment of..various 'fujndin 'agencies4 were,''"'K
 
mixed'and no proper~"identificationwas made,
 

7. 	 A cost-benefit analysis shjould :be, conducted, for~ 
projects that are presently inope-rational .but whic~'"A 

"'benefitedhave 	 recipent ommiunities to provide
enough ,rationale -for"~ rehablitation/repair<, or 
replacement ~,of Major project euipment;4SAI/BE,
based on te results of the analysis,,-may consider 

'-+A 

using available, funds "'to jrehabilitaerpi 
Aprojects ~such as the IVES~. :~< aerp~~A 

4',VU, 
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RICE HULL-FEU THERMAL POWER PLANT 
Site: Cabanatuan City 

FLY ASH CYULUHE iLFPAIM II UIT WIIii ULLOEH This equipmert 

was damaqedl )y tLh fric, tion caiuseiJ by rice ho1 from 

sunle hopper. (Please rnote the hol.) . rhi ; ,ff1it was 

repilac: hod b ta'lot ")(. 
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SOLAR POWERED PUMPING SYSEM 
Site: Sitio Poo & Sitio Aguho, Sa. Rosa 

$ , 

jIIL
 

Beside th1e water tatnik, waLer bjuyers cut! fo' water 
at VO.5U per co tairier. ( lie ercirc.led container is 
the standard cuntainer size) 
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SOLAR POWERED PUMPING SYSTEM 
Site: Sitio Poo & Sitio Aguho, Sta. Rosa 

,!rli}i, 

Water tanlk with the water level meter. The plastic 
pipe which is beirg used to chuck water level was 
observed Lo be mnussy. 
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3 

SOLAR 
Site: 

PUWERED PUMPING SYSIEM 
Sitio PUO & Sitio Aguho, Sta Rosa 

-A 

Polybutelene pipe which cnric:ts the control system 
to the water tark, di t..1j11-e uf V kim. but'ing high 
tide, the Iil) i-' uJlld,,r wAteLf . flir, pipe i, exposed 
to s>iut me by uriflie_ diy vii Jdjers. 
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1NIEGIYATED VILLIAE EUNHIGY SYSIEM 
Site: Pinamuk-an, New Washington, Aklan 

,NO BIOM ASS REFRIGERATION .. .. 

1VLS Illct .fiicrtAiurn and Ice I'Iirt - a ore storey 
structijff' hm i rHJ tle. plirit d Utld i.Jeriei'ator used 
t 0 1 ) I.tI I t y ) 1IIj,1 i j '? rtt. t I ,(, t i I I' ,Ii l P timrle 
(u)f "v i.it, P ' I.-I u il t i wfr-r t I1p (. - t i frtj,rewhto r 

plarnt hia, bterti idllu for Lite Ia',tL 6 rnrirths. 
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INLUt/ I L VIILLAGL ENLIkY iYSIUM 
Site: Pirlaouk-an, New Washington, Aklan 

The pig puns (currently empty) constructed to de ,instrate 
btogas (qeneraten f rom animal wastes. 
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1N[LGtHATLI VILLAUGE LNLtGY SYSLEM
 
Site: Pinamuk-an, New Washrinton, Aklan
 

O9mt r g 

Tlhe basenr otl ttL ieJlnnIcfrt( lJiynri cen Ler fi I led with 
Jurlj'Tl 'm(I oo Is oo i'w;i t kf!r rc!r taino(mJfrIt2 that Lrio a t 
t ime., of tlI y . 
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INI LGiA I-1U VI LLAUL LNI-RuY -)Y I EM 
Site: Pinairiuk-an , New Wa'Airgt on, Aklan 

The irlurerdi(in i hea,,t iru Lank where animal wastes 
are accuintila ted to ijeerat e hioqra 'i. 



Exhibit T 3 
Page 5 of 5 

INTLGRILI) VI I. i(l I NLIUY 'SY _)[.M 
Si Lte ililimui\-mi, Neuw Vdicrintu1, (Akll,m 

pdwith Afat itviva q hrl'riint Irfow' 1mu .uitues. 
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