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UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE REGIONAL INSPECTOR GENERAL FOR WEST AFRICA

UNITED STATES ADDHESS INTERNATIONAL ADDRESS
RIG/DAKAR RIG/DAKAP
AGENCY FOR INTERNATIONAL C/o0 AMERICAN EMBASSY

DEVELOPMENT BP. 49 DAKAR SENEGAL
WASHINGTON, DC. 20523 February 22, 1989 WEST AFRICA

MEMORANDUM FOR: George Carner, Director, USAID/Tunisia

Mark S. Matthews, Deputy Controller for

Overseas Operations - .
— ’ -
7
FROM: Paul Armstrong, RIG/A/DékﬁﬁyiEZW/é(:;214L%@;
L 2 P
SUBJECT: Audit of Commodity Import Programs in

Tunisia, Projects No. 664-K-601, 664-K-602
and 664-K-603 (Audit Report No. 7-664-89-06)

This report presents the results of subject audit including
three recommendations to the Director, USAID/Tunisia and one
to the Deputy Controller for Financial Policy and Systems.
Written comments received from USAID/Tunisia and the Deputy

Controller for Overseas Operations are included as
Appendices 1 and 2. Please let me know within 30 days of
further actions planned or taken to close the
recommendations. We appreciate the cooperation and courtesy

extended to our staff during the audit.

Background

Responding to drought-related needs and Tunisian balance of
payments constraints, A.I.D. granted about $21 million in
Commodity Import Program (CIP) assistance to the Government

of Tunisia. Commodity Import Programs finance the foreign
exchange cost of buying and shipping commodities for use in
developing countries. The assistance consisted of four

grants during fiscal years 1986 through 1989 (see Exhibit 1)
which were wused to import soya pellets and corn for animal
feed. About $1.3 million from the fourth grant signed in
November 1988 was set aside tc import aircraft for fighting
a locust invasion.



In accordance with grant agreements, the host government
purchased and sold the commodities to feedmills for
conversion into animal feed. Based on a formula in the
grant agreements, the host government deposited sums of
local currency in special accounts for joint programming by
the host government and USAID/Tunisia. As of November 15,
1988, local currency equalling about $14.9 million had been
generated under the 1986, 1987 and 1988 CIPs.

Audit Objectives and Scope

The Office of the Regional 1In.pector General for Audit,
Dakar, conducted an audit o¢f CIPs in Tunisia. The audit
objectives were to determine whether the (a) CIPs responded
as planned to drought-related needs and balance of payments
constraints, (b) host government complied with provisions of
grant 2greements and A.I.D. regulations and (c) management
controls over commodities and local currency were adequate.

The audit was conducted in Tunisia during October and
November 1988 at offices of USAID/Tunisia and the host
gov.rnment. Discussions with USAID and host government
officials were held and files and records reviewed at
USAID/Tunisia and Government of Tunisia Office of Cereals,
Office of Livestock and Pasture, Ministry of Finance,
Ireasury and Central Bank.

The audit covered about $14.9 million of local currency
generated under the 1986, 1987 and 1388 CIPs but excluded
the 1989 CIP, which was signed about a month after the audit

began. As of November 15, 1988, local currency equalling
abcut $12.1 million had been deposited into special
accounts; the remaining $2.8 million had not been
deposited. The Mission had approved programming for about

$5.7 million for export expansion and livestock protection
of which about $4.4 million had been transferred from the
special accounts to approved activities for expenditure (see
Exhibit 1).

A.I.D./Washington’s report entitled "Status of Foreign
Currency Funds" (W-213) was reviewed to determine if it
included information on Tunisian local currency in special
accounts. Additionally, the A.I.D./Washington Controller’s
Office was contacted to discuss the W-213 report and
applicable A.I.D. Handbook instructions.

The audit was 1limited to records and activities in Tunisia
and consequently did not examine commodity purchase and



payment documents which were located ir the United States.
Additionally, the audit did not include physical inspections
of imported commodities since they had lost their identity;
the corn and soya pellets imported under the CIPs were sold
to feedmills where the commodities were mixed with other
components into animal feed formulas for sale to farmers.
The audit was made 1in accordance with generally accepted
government auditing standards,

Results of Audit

The audit found that the CIPs responded as planned to

Tunisia’s drought-related needs and balance of payments
constraints, Also, in programming the local currency
generated under commodity sales, USAID/Tunisia identified
ways to effect  host government policy changes - in one
transaction  local currency was released for a trade

Liberalization objective to support trade expansion to other
markets; another transaction resulted in the reduction of
host government subsidies for cereals. The audit also found
that the Government of Tunisia complied with the provisions
of grant agreements and A.T.D. regulations.

Firally, the audit concluded that management controls over
commoditics  and  local currency were adequate with the
following oreeptions: local currency was not promptly
deposited in special accounts, did not earn interest, and
was not reported to A.I.D./Washington. Also, the audit
identified  local currency equalling about $631,400 which had

not been programmed - - neither the Mission nor the host
government.  office  responsible  for programming was aware the
$691,400 existed. The audit report recommends prompt
deposit of local currency in interest-bearing special

aceounts and clarification of reporting requirements.

1. lLocal “urrency Should be Promptly Deposited in Special

Accounts - To ensure that local currency obtained from
selling  commodities is rapidly disbursed, the funds should
be promptly deposited into special accounts. In Tunisia,
deposits  of  the equivalent of about $14.9 million into local
currency  special  accounts were delayed by about four
months, The delays occurred because grant agreements did
not  require  prompt  deposits, Since the funds were not
promptly deposited in special  accounts, the local currency
WA G nont immediately available for programming and

disburcoment
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Discussion - A.I.D. Policy Determination No. 5 on
programming local currency stresses that local currency 1in
special accounts be rapidly disbursed as closely as possible
to the time imports are used. In order to do this, funds
have to be promptly deposited,

Deposits  of  about  $14.9 million of local currency from CIPs
in Tunisia into special accounts were delayed by about four
months, Commodities such as corn and soy pellets are sold

within two months after arrival in Tunisia, according to
Office of Cereals officials responsible for selling the
commodities. The local currency derived from sales coul
therefore normally be deposited within two months after
commodity arrival, The deposits, however, were delayed by
four additional months.,

For example, the 1987 commodities arrived in Tunisia during
December 1087 and January 1988, The commodities were sold
within two months but the proceeds equalling about 3$7.6
million were not deposited into the special account until
June and - July 1988, bDuring the four intervening months, the
7.6 million was potentially available for investment,
which, at a seven percent interest rate, would have yielded
a return  equalling about $175,000, The audit could not
determine 1if someone benefited from investing the funds
since the proceeds from selling CIP commodities were
commingled at the Office of Cereals with proceeds received
from selling other commodities.

Prompt. deposits were not required by the grant agreements.,
A six-month period between commodity arrival and deposit of
local currency into special accounts was allowed in the 1987
and 1988 agreements., According to Mission officials, the
host government requested the six months to coincide with
host government fiscal year cycles but the racionale for the
request was unclear since it did not exist 1in writing. A
Government of Tunisia official responsible for liaison with
USAID/Tunisia agreed with the auditors that local carrency
should be immediately deposited in the special accounts
after commodity sales.

As a result of delays in  deposit, local currency generated
under CIPs  in Tunisia was not immediately available for
programming  and  disbursement . Instead, the funds were
valnerable for a period of time to unauthorized uses.

Congidering  rhe  lack  of  written justification for delaying
depositys, we believe the host government should be asked to
prompt Iy deposit sums under existing and future agreements,



Recommendation No, 1

We recommend that the Director, USAID/Tunisia (a) require in
future Commodity Import Program agreements that local
currency be depocited into special accounts no later than 90
days after completion of commodity discharge at the port and
(b) request that sums due wunder existing agreements be
promptly deposited.

The IMission  implemented the recommendation but suggested
that a more realistic timeframe for depositing local
currency  1n o special  accounts would be a period of 90 days
following vompletion of commodity discharge at the port (see
Appendices 1 and  3). We amended the recommendation to
reflect  the Mission’s suggested wording. Based on Mission
action, Eecommendalion No. 1 1s closed.

2. Local Currency Special Accounts Were Not
Interest-Bearing - A.I.D. policy encourages depositing local
currencies into interest-bearing special accounts, In
Tunisia, non-interest-bearing special accounts were
established  for depositing about $14.9 million of local
currenay generated under Commodity Import Programs,
According  to Mission officials, the host government was
against depositing funds in interest-bearing special
accounts because this was contrary to their policy for local
carrency generated under bilateral programs. Had the
special accounts been interest-bearing, earnings of about
900,000 could have been available to the host government
for additional programning.

Discussion - A.1.D. Policy Determination No. 5 states that
"A.I.D. policy favors that local currency be placed into an
interest-bearing account in a deposit-taking institution,

with any interest earned programmed as if it were
principal™, The policy particularly encourages such
accounts when local  currency is  not rapidly disbursed.

Missions may prepare a written determination not to follow
A.T.D."s  preterence  for  interest bearing special accounts,
copies  of  which must  be  forwarded to the appropriate
regional Asciotan Administrator  and the Bureau for Proaram
and Folycy Coordinagt ton,

For  the 1086 CTE program, about $4.5 million in local
currency wans deposited into a4 non-interest-bearing  special
account  at the Central Bank and later moved to the Tunisian
Treasury.  The equivalent  of  about $7.6 million from the
1987 pnogqram was  deposited  in non-interest-bearing special



accounts at the Treasury. The $2.8 million from the 1988
program was scheduled to be deposited 1in a non-interest
bearing account also at the Treasury.

According to Mission officials, the host government did not
want  to deposit  funds in interest-bearing special accounts.
A memorandum in the Mission files implied that such accounts
were  possible it agreement could be reached between A,I.D.,
the Government of Tunisia and a commercial or development

bank . Such an agreement was  not executed, however, since
this wan  against  host  country policy for local currency

dJeneratoed ander bilateral programs,

Had  the 214,09 million  in CIP local currency been placed in
short team certificates of deposit available at a Tunisian
public  secton bank, interest  earnings of about $900, 000

would have breen made available for programming. The
caloular ion assumes that account  balances earned seven
percent. inteorest availalble on 90 day certificates of
depogit, the same savings instrument used to earn interest
on s owned  local  curiency generated by the Mission P.L.

480 Section 10# poogram. The  calculation also assumes the
prompt depositoof  tunds upon sale of commodities, that is
Abont vwo monthe atter commodities arrived in Tunisia.

Delays oo obosbhur sement from the special account created
another lost opportunity to earn interest. For example, the
host  government  delayed a2bout six months the submission of a
proposal to srend about $3.8 million from the 1986 program
and a4 pequest Lo spend the balance equalling about $691,400
had not been received, Additionally, although the Mission
approvest  the  53.8 million, eight more months went by before
the host government trvansferred about $2.5 million from the
special account  to the approved activity; the remaining $1.3
million had not bheon transferred as of November 1988, about
20 wonths atfter deposit,

Another bonet it o f interest-bearing accounts would be
routine  provision  of  periodic account statements. Since
such statements were not routinely  provided by the Central
Bank and  the  Treasury, the Mission was not aware of an
unprogrammed balance coqualling $691,400 in the 1986 special
account until g0 informed by the auditors. Likewise, the

Mission  was  not informed  about  a 1987 local currency
Lranster emallling  about 54,5 million from the Central Bank
o the Treasuary, Further the host government did not

digelose dits reason for splitting a deposit of 1987 special
acconunt proceeds, nor the basis  for determining the amount



of the first deposit equalling about $2.6 million, nor the

date of the second deposit equalling about $5 million. In
October 1388, the host government submitted its first
account statement to the Mission but the statement contained
mathemat ical errors and omitted transaction dates and
details of two 1987 deposits. Mission officials agreed with
il teedd to closely monitor these periodic account

atatemont o,

Recommendation No., 2

We recommend that the Director, USAID/Tunisia, request that
the Government of Tunisia deposit local currency generated
under future Commodity Import Programs into interest-bearing
special accounts,

The  Mission  ilmplemented  the recommendation. However, the
Governmen. of Tunisia refused the Mission’s request so the
Mission executed a written determination not to follow
A.1.D.7s  preference  for interest-bearing special accounts
(See Appendix Mo, d4) . Based on Mission action,

vecommendat Ton Mo, D 1o o cloged.,

1, Inrormat ion On Special Account Activity Was Not
Furnished 1o A 1.D./Washiugton - USAID/Tunisia did — not
provide wnfficient information needed to prepare A.I.D.'s
worldwide Status of Foreign Currency Funds report (W-213).
Consequent 1y, the W-213 report, a primary source of
informaticn to Federal policy makers and managers, omitted

information on  local currency generated by Commodity Import

Programs in Tunisia. Moreover, the report apparently
omitted similar information from other countries. A
Principal reason for the omissions was the lack of clarity
1n A.T.D. Handbook 19 on the format and content of
informat ion needed.  Omissions in the W-213 report are an
andit  iscne  since  materially  inaccurate reports constitute

an internal control weakness.

Discussion - Missions should provide information to
Viashington on  special  accounts containing local currency
gencrated  under Clpa, According to the Controller’s Office

in Washinagton, Missions should piovide the information via
Lhe  U-205% peport entitled "Counterpart Fund Special Account
- Trial Balance and Pelated Summaries".,

The U-200 dntormat ion i used to prepare A.l1.D.'s  worldwide
"otatus o of Forelagn chnrency  Funds® report (W=213). The

"o

informat on 15 shown  as special  Counterpart  Account -
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Type B", which 1s defined as local currencies generated
under A.I.D. dollar loans or grants, deposited in special
accounts in the custody of participating governments, and
used for activities mutually agreed upon by the U.S. and the
participating country.

The audit found that USAID/Tunisia had not prepared U-205
reports. The Mission correctly forwarded other reports to
Washington on activities and balances of P.L. 480 and Trust
Fund local currency accounts,

As a result, the W-213 report omitted information on local
currency generated by CIPs 1in Tunisia. Exhibit 2 shows
that, as of June 30, 1988, there were no Type B accounts
listed for Tunisia although a balance of about $4.5 million
existed in  the CIP special accounts. The report correctly
showed balances in P.L. 480 and Trust Fund accounts.

The W-21% apparently omitted information on special accounts
from obher  countries, For example, A.I.D. granted about
S200 million to 16 African countries between 1985 and 1988
under  thee African  BEconomic  Policy PReform Program. These
grants nsnally result in local currency special accounts.
The defiunition of  Type B accounts as contained in the W-213
narrat i apparently would include these special accounts.
However,  the June 1988 W-213 report shows Type B accoun®
activity tnoonly 4 of Lhe 16 countries.

A oprincipal reason tor the omission was the lack of clarity
in  A.l.D. Haondbook 19 on Mission responsibility to prepare
the U-205 report,  The Handbook provided the U-205 report
tit'e  but did not. provide a report format nor instructions
wh oreparing the report.  According to  the A.I.D./Washington
Controller’s Office, A.T.D. Handbook 19 does not provide
sufficient guidance on the content and format of the U-205
report .

The: W-213 report is a primary source of information
available to A.1.D., Treasury and the Congress to set policy
and manage  U.S5. Government controlled foreign currencies.
Given the scarcity of A.I.D. resources and the need for
effective  managenent  of  local currency, accurate reporting

1s oasen:ial,

Recommendat ton Ho, 3

Werecommend  that the  Director, USAID/Tunisia, provide
information to  ALL.D./Washington on Commodity Import Program
special account activity,



Recommendation No., 4

We reccmmend that the Deputy Controller for Financial Polict
and Systems, A.I.D./Washirgton, clarify guidance to Missions
on how to report information regarding Special Account

Type B local currency.

USAID/Tunisia obtained the U-205 report format and planned
to complete and forward it to A.I.D./Washington.
Recummendation No. 3 is rcsolved and can be closed when the
U-2u5 report is sent to Washbington.

The office of the Deputy Controller for Overseac Operations
agreed with Recommendation No. 4 and instructed its staff to
update  handbook  documeatation on procedures for reporting on
foreign currencies, They subsequently informed us that
action  oun  implementing the recommendation should be assigned
to the Deputy Controller for Financial Policy and Systems,
who will be initiating a review of reporting requirements
for all foreign currency, inciuding Special Account Type B.
Ve have  changed the recommendation accordingly. Based on
action taken, Recommendatio) No. 4 is  considered resolved
and o can be closed when the updated handbook documentation is
finalized,
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Transierred From Not Yet
Tizcal Zeposited In Programming Special Account To Transferred To Not Yet
Tear Amcunt Scecial Account Approved 3v USAID Aapproved Activity Approved Activity Programmed
(a) (2) (C) (A - C) (& = B)

18E9% $3,774,000 54,462,400 $3,771,000 $2,477,427 $1,984,973 $691,400 &/
1987 £€,258,000 7,626,400 1,918,700 1,918,700 5,707,700 5,707,700 4/
1968 3,355,000 0 &/ 0 a/ 0o a/ 2,837,152 2,837,152
1og¢ 4,500,000 Unknown b/ Unknown B2/ Unknown B/ Unknown 2/ Unknown 2/
Tctal $2¢,287,000 512,088,800 $5,689,700 54,396,127 510,525,825 $9,236,252
a; Ccrm e2nn scld but, at the time of our audit, local currency

cene ' the sale equalling about $2.8 million was not scheduled to

e deccsited until Januarv 1989. Provisions of the grant agreement

allowed a sixz-mcnth timeframe for deposit after arrival of commodities ir

country.
b/ At the time of audit, commodit-es provided under the 1989 CIP? had not vet

bean sold.
&/ The audit found that this sum had been in the special account for 20

months but had been overlocked for programming. As a result of the

audit, host government and Mission officials were planning to program the

funds.
d/ The Mission was withholding approval of a host goverrment programming

request until policy changes were implemented including reduced subsidies
for cereals. This gum had been in the special account for four months.
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FOREWORD (Continued)

COUNTRY OWNED

pecial Counterpart Account — Type A

hese currencins, whizh are in the custody of the participating government, were
gererated by ALD or predecessor agencies dollar disbursements for grant aid to
such count-ins pursuant to Sectinn 8N of the Act for International Development.
a
G

They are svailahie for the general purpases set forth in applicable bilateral agreements
which, when reduced to specific proiests are mutually agreed upon by the U.S. ard
the participatng countty.

Tyvre B

Speacial Counterpart Account —

These currencies which are in the ciy<iody ¢f the panlicipating government, were

generasad under ALD. d2lar loans or g-ants which required counterpart deposits

. and the particinating country.

Special Counterpart Account — Typa C (P.L. 480, Title 1)

In some instances, commeoeditins furnished py Commedity Credit Corporation for
cisaster relief are sold internally~by the receiving country. Any proceeds accruing
from such sales are required to be depasited in this account and may be withdrawn
by the cooperating country for purposes mutually agreed upon by the U.S. and the
participating country.

Special Counterpart Account — Type D

These currencies, which are in the custody of the participating government wrre
qernerated under Title |, (formerty Title V), P.L. 480, as Amended. The Government
of the importing country deposits the proceeds accruing to it from the sale of
commodities financed under a dollar and/or convertible local currency credit sales
aqreement into 3 'Special Account.” These currencies are available for purposes
mutually agreed upon by the U.S. and the participating country,

Trust Fund — FT800, Advances for Technical Assistance

These are currencies deposited by participating countries to be held in trust and used
only for specific purposes designated by the participating country. In the event of
licuidation, unused balances in these accounts wou'ld be retumed to the participating
country.

Trust Fund — FT860, Endowmers for American University in Cairo
Authorized bv P.L. 99-88 dated August 15, 1285,
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FISCAL YEAR 1988 ACTIVITY

SPECIAL COUNTERPART ACCOUNT TYPE A"
o e e S . S
i . Type of Unexpended Balance §-30 67 Deposits } Obligaions '
. ! . ) ) S - et T e —
‘ Region and Country ! Currency Fareign Currency Doftar Foreign Currency , Doltar I Foreign Currency | Dollar l
i [ Units Zquivalent Units I Equivalent g Units : Equivalent
e A . o e b i ——— e JRp— —
ASIA
Pl res Pesos 11,5815 < O AN ] $ 3.y o8.382 S 3.253
NEAR EAST
Asab Bep ot Egypt Pounds 930,623 $ 206, G 329,329 $ 139,650 549,262 $ 248.035
fod et Shehels x5 252 B s - S
Julan Dinars 4,83 15,196 8,831 L 25,786 10,644 30,905
Region Total $ 280.474 $ 174.832 $ 279,001
AFR.CA
Kenya Shillings 288,114 $ 17.568 173,528 $ 10,619 301,016 e 17.751
Moadsgascar Francs 3.827,000 2.8 871.300 23] 175,200 135
NMalaw Kwachas --- - 3,291 1,466 14 6
Fwanaa Francs 301,407 - 3,816 .- - s 237,476 3,133
Zambad Kwachas 433,997 65,204 45,679 _5,811 164,529 21,011
Region Total $ 739.419 $ 18,560 $ 42,042
GRAND TOTAL $ 360.47M $ 19,732 $ 324,236
SPECIAL COUNTERPART ACCOUNT — TYPE “B”
LATIN AMERICA
Brazd Cruzados 14 s . .- $ - 13 $ -
Cosia Rwca Colones 2,268 35 373 857 12
Regica Total $ 36 $ $ 12
AFRICA
Mauritius Rupees 6,959 $ 525 13,961 $ 777 1,000 $ 80
Nigar C.F.A. Francs 3,942,400 12,968 826,552 2,905 1,721,589 5,766
Seycheles Rupees 9,803 1,73 10,676 1,814 10,386 1,913
Sucan Pounds 207,626 83,833 129,063 29,002 60,544 13,605
Uganaa Shillings 13,853 3 124,369 2,072 104,528 1.742
2aue Republc Zaires 77,534 613 2,294,638 17,483 1,664,668 12,246
Zunbadbwe Z. Dollars 68,216 40,435 2,996 1.778 16,204 9,442
Region Total $ 140,385 $ 55,931 $ 44,734
l GRAND TOTAL $ 140,421 $ 55,936 $ 44,806

“Less than 1,000.00
NOTE: ALL FIGURES ROUNDED TO THOUSANDS.
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Disbursements

Dollar

FISCAL YEAR 888 ACTIVITY
SPECIAL COUNTERPART ACCOUNT - TYPE “A"

|

: { {Loss) or Gain

, Unexpended Balan

ce 63088

Unobligated Balance 6-30-88

' Foreign Currency ,T— By Exchange | Foreign Currency } Dollar Foreign Currency f Dollar
i Units .} Equivalent i Units B Equivalent Units f Equivalent
65,332 s 3,253 s (81 15,042 s 717 8.416 5 401
133,428 $ 90, " $ (13,696) 710,720 $ 311,310 360,835 ¢ 158,075
.- - - - 5 <05 257 405 257
10,644 30,965 (629} 2,993 8,348 2,933 8,348
$ 121.071 $ (14,320) $ 319,915 $ 166,680
301,016 $ 17,751 $ {760} 166,626 $ 9,676 166,626 $ 9,676
175,200 135 85 4,523,100 3,455 4,523,100 3,455
14 6 (127) 3.277 1,333 3.277 1,333
237,476 3,139 185 63,931 862 63,931 862
164,529 21,011 130 315,057 40,134 315,057 40,134
$ 42,042 $ 477) $ 65,460 $ 55,460
L $ 166,366 $ (14,805) $ 376,092 $ 222,541
SPECIAL COUNTERPART ACCOUNT — TYPE “B"
14 $ . $ . ce- $ - ae- $ e
--- (6) 2,641 35 1,784 pa]
$ . $ (34 $ 35 $ 3
1,000 $ B8O $ 289 19,920 $ 1,51 19,920 $ 1,511
1,721,589 5,766 401 3,047,363 10,508 3,047,363 10,508
10,386 1,913 205 10,083 1,929 10,083 1.929
78,279 17,580 (37.232) 258,410 58,069 222,875 50,084
104,528 1,742 1C 33,634 5N 33,694 5N
1,664,668 12,246 (1,800) 707,564 4,050 707,564 4,050
16,204 9,442 (1,447) 55,008 31,325 55,008 31,325
$ 48,779 $ (39,574} $ 107,963 $ 93,978
[ $ 48779 ‘' ¢ (39580 $  107.938 s 1mnn]
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UNCLASSI®IED TUNIS 29467

Appendix 1
ACTICY: ZI3-2 INFO: AM3 DQM Page 1 of 3

VaCICi.0u21 L0C: 175 .
Hh .-&nD. 25 JAN 23 15«
DERUEOTU ¢2€35/21 2231517 CN: 23413
INR TIUUY 274 CHRG: AID
it 571 152 uA 39 DIST: RIG

FY AMLMEBASSY THLTS
TG ”‘V A"°{ DA AR 7483
B:r

PHCLAS TLEMION D1 00 22 TUNIS 24635

AIDAC ¥FUr 2I%/L/DAhn

WJEST: AULTE OF COMMOBITT I4P03T PROJRAMS IN TUNISIA

SION FINDS DUAFT RMDIF Or CIP IN TUNISIA, wrlCH WAS
SIVEL 12=72-23, F31x AND JSYYUL. TEE COMMENTS
LILD eIG b e R0 1D Tya SPECIVIC

200 DATTIONS . MISSION [5 FOUCAING LUFPOKPING
SOCUMENTS 70 RI0/5/ oAy ATN L. WIRSCALER.

1. SROOMMINDATION No. 1 (A) ¥LILE B AGRTR JITH THEL
NYZD 10 aCCaLileT THE DEPOSIT OF LOCAL CUIiENCY INTD A
SPECIAL E700NT Wi E.LIEV] Thal SETTING TFAT UsALLIN: AS
TWCO wBenS 2wTsR COMPLETION OF SALES OF COMMODITY
SONSLUDR L I3 OVERLY TIGET. Wk SHGSEST TiaDl IN
ACCOLTANC L WITH “”APpL a.l b YHOCEDURSS 4 PERIDD OF 3¢
DeYS ¢ PZr“I”T 5 TO ek THY LIXPOSIT.  TIMY wiOLD STAKTL
RUNNING 04 CUMPLETION CF DISCHARGE OF COMMOOI™IES T THE
POIT . Ti0 50T %S INFO2MED T#AT KRORMALLI IT TAKES T4O
MONT -3 TQ S2LL 77T« COMMOUITIHS.  BASED ON EXp:nlIE4CE TU
DQATE USATO BELIEZVES TUHAT ONE MONTH TO COMPLETEL TH PAPLR
AOEL ATTANDING T8 T7ANTF R OF FUNDS F20M THE CEFICE OF
CEREKALS T0C THE TAEASURY AND HINCE T0 THE SPECIAL ACCOUNT
APPL22S AEASONASLE. W% DO NOT THINK THAT & Tv) ¢ =K
PERICL TC CONCLUDY THE PREVIFED IS 4 KEALISTIC BSMIMATE,

IN TZe LDISCUSSION OF TH4IS ASP:CT OF RECOMMINDATION ONE,
W H:QUeST THAT THE LASY Skyt, NCL ON FAuh 5 0OF I'd: DRAFT
AUTIT BT 2EYRITTEN AS FOLLONS T2 140K ACCURATELY NEFLECT
PISSI0N INDERSTANDING ON T+ % PIMING OF LOCAL UTRRINCY
DEPOSITS. QUOTE ACCOKRDZING 70 M1SSION OF¥ICTIALS, THL
dOST SOVIARMENT REQUESTEL TdY SIX MONTERS T) COINCIDE
#ITE GOT FISCAL YZAk BUDGYT CYZLWS RUT Td» RETIONALE FOR
THE AP0UKST GAS UNCLRA: SINCE I™ WAS NOT WRITTHN. END
oUOT:. LT BAS4GHOUND ™0 THIS STATEMENT, THYW a%CORD
SEQULE R:FLECT THAT TH: MISSION WAS TOLD AT TiY 115 OF
NESOTIATION OF Tux FY 1567 CIP THAD 4S CIP COMMIDITI =S
WOULD ARATVE IN JULY 1347, IF THREE MOWTHS ONLY WidF
PERMITTED, A UYFOSIT 12 A ZPHCISL ACCONT %OULD 3%
PLQUINED &1 WD SLETOMRIG CH SRARLY OCTObEI 1ugny The
GOT IHFORMED USAID THAT TAc SPLCIAL ACCOINT EAISTENCE
ARL 1O 5F giRPLECTED IN & BUDLET LING ITES wHEICS Do NOT
EXTST I "UE TUNISIAN 7Y &7 BUDSR™, THE MISSION kS
TOLD TEAYT THEREFORE A T<POSIT COULD NOT BE MADE UNTIL
JANULEY 1, 1915 WEEN THE ¥Y 1338 RUDIZT WAS

TNCLASSIFICD TUNIS ©092835/v1 \\a









Appendix

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 20523

MEMORANDUM
DATE: January 30, 1989
TO: RIG/A/D? ar,\Paul Armstrong
s
FROM: PFM/FM, Mark 4atthewo Yy —
SUBJECT : braft Audilt Report on Commodity Import Pr-..grams

in Tunisia, December 23, 1988

I have reviewed the subject draft audit report and concur in
your findings. Recommendation number 4 which was assigned to
me in vour (druaft should be assigned to the Deputy Controller
for Financial Pvolicy and Syctems. They will be initiating a
review of renorting requirements for all foreign currency
including Special Account Type B,
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January 20, 1989

Mr. Mohamed Bechir Pen Ismail
President Director General
Otfice of Cereals

Rue Alarn Savary

Tunis

SUBJECT:  Commodity Import Program (CIP)
- ~ Grant No. 664-K-603 - Local Currency Deposit

Lear Mr, Ben Jlsmail:

Tne AID Mission has just tveceived a draft report of the Audit
of Commodity Import Programs 1n Tunisia. The audit report
finds the anount of time between delivery of CIP commodities
and tne deposit of the equivalent dinars into the special
account excessively long,  Mr, Sperling of the AID Mission has
drscussed this yssue with Mr, Mestiri of the Ministry of Plan.
e solicrt vour cooperation 1n this matter,

i reauest that the dinar proceeds from the sale of soymeal
purchases vnder the FY 89 CIP agreement he deposited into the
spectad Government of Tunisia Treasury account no Jater than
three moprths gfter dejivery of the soymeal., This time has heen
calculated usIne an estimated two months from end of discharge
Lo camplete sale of the product and one month to conclude the
needed paoperwork for the transaction.,

Toank vou for your cooperation,

Sincerely yours,

i

Nancy M. Tumavick
Assistant Director for
Project Management

cc: Mr. Abdeljelil Azouz, DCI, Ministry of Plan
MEo Zine b Afiiéne Mestiri, DGC, Mintstry of Plan

P, CONT,(?EOG, ) eR -2

PHONMTumavick 1oeg C}earances:

1/20/89-0568] FHTSHahjoub(drafuhﬂm
CONT:MSmith(draft)
PROG:JSperling(draft)
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ACTLON MEMORANDUM FOR THE DIRECTOR

DATI:: December 9, 1988
</
FROM: Jonathan L. Sperling, PROG

SUBJECT: Determination regarding use of interest bearing
accounts for Local Currency

REF: Supplemental Guidance on PD-5 10/21/87

[SSULE:  GOT policy precludes paying lnterest on local
currency accounts. A, I1.D. policy, on the other hand,
fFavors plucement of local currency in interest bearing
accounts. If Mission does not follow agency guldance, the
Director must make a tormal determination not to do So.

JISCUSSToN T The referenced gutdance states that "ALT.D.
polroy tavors that local currency be placed 10to an
Interfest-hearine account 10 a deposit-tauking institution,
With oy anterest carned programmed as il it were
principal, so long as such accounts are permitted under
Bus U ocountry taw and regulation and do not undermine
baternationally -supported stabilization agreements and
Soumd monetary policy. A determination not to follow
Ao ts preference for Interest-bearing accounts may be
Hade by the haphest ALL.D. off1cial at post. Copties of
cach determination stiall be forwarded to the appraopriate
Fegtonal aorscant aduinistrator and PPC/PDPR. Tois policy
sUpctsedes the wmore tlexaible purdance 1 PD-5'",

[ wegutiation for the CIP Aprecment 1n March 1988 USAID
Feduested that the tunds be put 1n an 1aterest bearing
detodntoatod private sector vank.,  The GOT rejected the
proposal and  becuuse there was o political nced to sign
Lhe CIP quickly (e f1rst visit of the Ben Al
Government's foreipn mintister Lo the USA 1n late March)
Lhe gepgoliation Was noft pursued,

The proposal wius rarsed avarn in October and November 1988
i Contectron with botn the CHP and Scection 410
negotistions, while tnhe GOT had no ditficulty 1n
depostting local currency tn o speclal account they noted
that the payvient of 1nterest on local currency accounts of
brlateral donors was avarnst GOT policy.  (The Mission has
checked ant contrraed this statement ), They stated that to
do so for the ISA would set a precedent wnieh other donors
world dnsist o on tollowing.,  While U.S. local currency
peneratitons tnder CiPoand 316 are expected to total between
L3-8l hron per year, France and Italy cach penerate

approxtwately $100-3125 miltion of local currency
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annually.  The Canadian program generates lower, but still
signiticant, amounts of local currency. The .Government
stated that this would not only be costly to the economy,
but would skew and dilute their investment and decision
MAKINng processes as the interest would be paird by the
Central Bank, Treasury or one of the para-statal banks
wittcn domtnate the banking sector. It was alluded that
while the Uos. o was not a problen regarding decision making
al thrs time other donors might have less acceptable
Investment dgendas., (The French still have major disputes
with Tunrsia veparding payvments for serzed assets). The
GOT posytron was articulated by the Mirectoy General of the
Ministry ol Plan and represented the position ol the
Government.,  We were 1nformed that discussions had occurred
with the Minrstry of Finance on this matter,

RECOMMENEATION:  Pecause ol the Tunisian's strong policy
agatnstoestablbistiment ol interest bearing accounts for
counterpart funds from birlateral donors, 1t is recommended
Lita U yod make o determination that USAID/Tunisia not follow
Al prefevence for interest bearing accounts. Should the
ClUetits tances change, tlhs dectsion would be reviewed,

7/
A y
Approve: 0., w L

Disapprove
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