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MEMORANDUM

TO ¢ Acting Assistant Administrator, Bureau for Food for Peace anl
Voluntary A9515\anu‘ Owon (‘vlkv

o /{ t{b 1 ¥) /o/f. )

FROM : D/IG, Jdines %’éDur

SUBJECT:  Audiv of USAID/Jamaica's DL 480 Tivle 1 Local Currency Denial
of Access 1o Records, Andit Report No, 1-532-88-19

This report presents the resnlis of onr efforts 1o review the books and
records of projecis and acvivities programmed to receive local currencv
2enerated by the Public Law 480 Titvle | program in Jamaicn,  Refore we
make 1 final detemination on raitsing this issue 1o hivher aumchorivy for
resolintion, please advise us within 30 iys ol any aldivional informanion
relatving Lo actions planned or taken 1o implement the recomendan 1on,

R kmrmml

The Agriculiure Trade Development and Assisiance Act of 1953, referred o

as  the Pablic Law  (PL) 480 program, provides  for athe  sales  of
agriculiural  commodities 1o government s nf developing countries thronsh
Lot vterm concessionary loans.  The Apeney for Trnernational Deve Loprmem

(ALT.D) has primary responsibilivy foi vhe administrstion of he P 180
program.  The Governmenmt of  Jamaica (60]) signeol vwo sales agreemem s on
Jamary 150 1986 ant Jamiary Fay 1987 o mpory Srom ahe Hnied 5 e
$71 willion  in hasi avrrcnluoeal comnolivies Tyl n whewr U laar,
corn/sorghum,  rice, vepetable ol cov omeal e ey caQuva e of
sovheans) under e PLOARO Ty e | Loan Prooren, Hovever, vhe Como iy
Credin Corporavion  dishyraed  $35.9 milbion  for  fiacal  vear  19%6
commodivies shipped vo Jamaica and o hori el $36 it lion w0 be shipped
in fiscal vear 19870 Thus the 1oral daormt programmable for e 1w
vears should have been abom HO9.9 million,



The local currency eeneraied from the sales of imported agricultural
commodities was deposited by the GOJ in a special account established at
the Bank of Jamaica (BOJ). It was to bo used for financing certain

self-help measures in pursuit of agriculture and rural development, as
provided in the asreement.

Autit Objectives and Scope

The Oftice of the Regional Inspector General for Alklit/”l‘egucignlpa made
an cconomy and efficiency audit of the PL 480 Title I local currency
program in Jamaica from January 26 to February 11, 1988. The objectives
of the aulit were to determine the 60J's compliance with the sales
agreements for the years 1986 anl 1987 and to determine the uses ol local
currency generations.

We Jdid not perform an adit of the entire $26.9 million exper'itures
reported by end-user projects amd activities for fiscal year 1986 anl
1987 programs. 60T officials denied A.I1.D. Inspector Ceneral (16)
aulitors access  to books anl  records until  audit  authority was
clarified, Nevertheless, we made recommendations in a separate report to

the USAIM to correct those reporting and monitoring deficiencies noted
during the anlit.

To accomplish wmlit obiectives, woe interviewed personnel  at USATD, the
Bank of  Jamaica, the Ministry of Finance, the Jamiica Commodity Trading
Companv, the Ministry of Public Works, implementing agencies for health
and arricaiture projects and the Planning Institute of Jamaica. We also
intervieged, by telephone, an official of the 60J Aslitor Cencralts
office anl the mmarer of 2 project funded by anothee external donor. We
reviewed pertinent vecords  at USAID/Jamaica, the Ministries of Finance
ant Public Worke, and at three implementing agencies,  Our review covered
deposits of <aleq procecds worth $30.9 million, disbursements to Progects
Crom Anril 1986 to Jnly 1987 worth 20,9 mitlion, and paviment o the
cquiivilent of $508 million made by the G0 under PLOARO Section 108, we
Alsoveviewed  the prooramning o monitoring  of  the local  cupren v
tenerated ander the Title T sales apreements, as well as Andit Report No,
1-532-R5-10 (Aupmist  1985) pertaining to an auldit of the PLOARO Title |
proveam in Jamaica, ‘

Local carvency monnte aye cxpressed i US dollars Gt the rate of 34 5,50
to 1155 1,000 The audit was ma e - accordance with penerally accepted
fovernment avlitinge tandart,

!{':_’:'!I ta of Al

Al aenoe denn Ting the Government of Jamaica's compliance with the
Sales anpecnents are the qubject of . separate andit report. We were not
able o determine the gae of local currency since access to recorls of
end-ine progects and activities wie deniod by the Government of  Camaica
Mntel ot aathotity over the program was clarified



Proceeds from the sale of Pl 480 Title T imported commoditics for Fiscal
Year 1986 anl 1987 were used to fund 52 projects in agriculture and rural
development.,  These projects were primarily funded by external donors,
inchiding A.T.D,  We were not able to determine whether approximately

$26.9 million in local currency expenditures was used for intended
purposes by the end-users.

The  recommendation  included in  this report asserts that A, I.D.'s
responsibility for the administration of PL 480 Title 1 program in
Jamaica, or anywhere else, camnot and should not be separated from the
richt of the Office of the Inspector General to audit it, unless such
right is waived with the concurrence of the A, 1.0, Insnector General,

Hses  of Local Currency Could Not Be Verified - A.T.D. Handbook 9
authorize; the Office of the  TInspector Goneral to auwlit PL 480
activities, However, Government of Jamaica officials denied IG aulitors
access  to books and  records of projects fundel with local currency
generated  from sales of PL 480 Title T commodities becausne the sales
aereements for 1986 and 1987 did not specify that A.1.D. had a right to
audit this prosram. As g result, we could not detemine whether the
end-nser projects had  indeed utilized local currency funds for the
purposes stated in the sales agreements.,

Niscussion - Chapters 2 and 4 of A.T.D. Handbook 9 clearly assign USATNs
primary responsibility for monitoring the uses of local cuirrencies and
host 20veranent performance under  signed agreements, Policy
Determination No, 5 also places responsibility on A, I.D. to ensure funds
are used  for economic development  purposes. Chapter 2 of Hanlbook 9
states that the Office of (he A.T.D. TInspector General, "is responsible
for examining an! reporting on the planning, implementation, anl results
of PIL 480 activities, including management  effectiveness and progran
operations.'  Moreover, Chapter 4 of Handbook 9 states that, "The uses of
the proceeds [or agreed  purposes are to be certified hy the central
covernmental antit anthoritv of  the import ing commtry, and the 1.5,
Government hae the right to review these records no less than annual ly, "

USATD Jamaica had  scheduled meetings  between G0J officials responsible
for projects planned for review and  the 16 awlitors.  However, tupon
USAID/ Tamaica' s confimation of  the meetings  with  GOJ of ficials
responsible for the Bluye Mountain  Coffec Project, project officials
Qestioned our authority to audit theiv books and recorls, Once this
issue was brought to the Government 's attention, the same concern Wiy
cxpressed by officials of other projects:  Road Improvements Maintenance
Poand 001 and Rural Roads, G0J officials responsible  for Droject
implenentation did ot know that DL 480 Ti(le I'was the source of funds
for their projects and had denied accoss to their records.  Thev believed
that Financing received by he projects was made with GOJ's own funds anl
not From AL LD, -Cinanced programs.  GOJ of ficials were willing to give .,
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access to books and records of the end-users if authority to audit was
presented  to them, but this authority was contained only in A.I.'.
Handbooks and not in the sales agreements.

We  requested Mission officials' assistance in solving this problem.
Mission management advised s that a letter would be issued to GO
of ficials advising them of our authority to audit. However, manigement
consulted  the Assistant General Counsel for Tlatin America arnl the
Caribbean (LAC/GC) prior to sending this letter to the GOJ. Ve were
advised that according to LAC/GC, A.).D. has no right to audit PIL, 480
Title 1 local -currency-fundel projects.,  Absence of specific language in
the sales agreements authorizing A 1.D. to audit the PL 480 Title I Local
Currency Program shields it from ALT.D. audit scrutiny, thus enhancing
its vulnerability to potential abuses and mismanagement of funds., Tt is
the position of the Inspector General that PlL 480 Title T sales
agreements should reflect his right to audit this program in accordance
with AT.D, Handbook 9.

Recommendation No. |

We recommend that the Assistant Admirnistrator, Food for Peace anl
Voluntary Assistance, in conjunction with the Developinent  Coordinatina
Commi ttee, Fool Assistance Stibcommi ttee and the Inter-Agency Coordinating
Committee, inclide in negotiating instructions for all Title 1 sales
agreements  standard provisions that would authorize the Office of the
Inspector General, and other anthorized I.S. Government officials such as
the .S, General Accounting Office, to audit the Pl 480 Title T program.

Hanagement Comment s

Officials do not believe that AL1.D. anlit authority neads to be included
in sales agreements, but  commented that, while the recommendation wais
valid for some countries, in other countries it may not be appropriate or
practicable.  They further stated that A.L.D. policy favors as strict
control over host country local currency proceeds as practicable bt
cautions that the host country is paving its Title T debt with Jdol]ars
and as such should he legs subject to U.S. manigement.  Officials
believed  the anlit authority tn review central government rtecords is
satisfactory and that additional avlit requirtements should be made only
on a4 case-bhy-case basis.

o1 1 ‘.'.,.”'j t he 7 !_n';lw_?('t 0Or (;Ollt'l'i.’l b Comment s

The Office of the Inspector General believes that  the aceuracy  of
reporting on local carrency uses requires expenditure reviews at end-user
projects and that it is not sufficient to review central frovernnent
records o determine expenditures at the project level, For exanple,
where we were allowed access to records, the USAID/Jamaica audit report
(No, 1-532-68~15) identificd  sipgnificant lifferences  in project
expenlitures  reported by the central fovernment  records  when  compared
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with actual expenditures at the project -sites. We believe that 10
maintain imegrity in the local Lurrency use program, it is essential
that A, 1.D. and U.S. General Accounting Office have audit authority and
access 1o records au end-use local currency projecis and such authorivy
be included as a sales agreement standard provision.
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MEMORANDUM
TO : RIG/A/T, Mr. Coinage H. Gothgrg, Jr.

as —
FROM : FVA/Deputy Coordinator/FFp ames O'Meara

SUBJECT: Draft Report on Access to Records Denied by End

User Projects Receiving Public Law 480, Title I
Local Currencies

This is to provide comments on the draft audic report addressed
to the A.1.D./W-A/AA/EFVA which contains a recommendation
requesting that audit authority be included in che negotiating
Instructions for all Title 1 sales agreements. While we find
tae recommendation walid for some countries, for other
countries the provision may not be appropriate or practicable,
As you are awarce, A.1.D. Handbook 9, Chapter 4 requires that
the uses of the sales proceeds for agreed purposes are to be
certified by the central governmental audit authority of the
Importing country, and the U.S. Government has the right to
review these certified reports no less than annually. Thesge
reports must be submitted to the USAID Mission by December 15
of each year and subsequently furnished to A.1.D./W-FVA/FFP.

With repard to host-country owned Title I local currencies,
A.1.D. 'y policy favors as strict control over host country
local currency procceds as practicabie (State 327494, copy
attached) , However, 1t must be remembered that the host
povernment is discharging its Title 1 debt to the United States
mainly through dollar repaywents, and therefore, tends to
regard its Title 1 proceeds as less subject to U.S. management
than 1f the currencles were U.S,-owned.,

We decel that the right to review the central povernmental audit
records iy satisfactory in manv of the Title ] proprams; that a
determinat ion for addit fonal anudit requirements be wade only on
a4 cuse-by-cane basin would b appropriate, but not ineluded in
the standard atpuage of the Title ] negotiating instruct ions,

We appreciate the opportunity to comment on the draft audic,

Attachmont - a/s
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APPINDIX 2

REPORT NISTRIBUTION

No. of Copies

Assistant Administrator, FVA 5
ANV/LAC 2
TAC/CAR /) 1
LAC/GC 1
TAC/CONT 1
IAC/RIAS 1
GAO (Panama Branch) 1
AN 2
FVA/ PP 1
PPC/CDTE 3
I'VA/FEP/LAC 1
16 1
ATG/A l
1G/PPo 2
1G/1.E 1
FG/AM/CER 12

Other RIG/As 1



