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EIXECUTIVE SU1,MARY
 

Since 1978 several 
been 

Public Law 480 and Economic Support Fund programs haveimplemented in Bolivia with an aggregate value $172of million.These programs have generated $134.5 million in local
Program management responsibilities were shared 
currency proceeds.


between USNID/Bolivia andtwo Bolivian government agencies; the 
Executive Secretariat
Project Coorlination and theand Control Unit. The local currency proceeds wererequired to be used to fund mutually agreed upon development initiatives.
 

The Office of the Regional Inspector General for Audit/Teguciqalpa miadeAn eCo00tV and efficiency au lit of UlSATD/Bolivia'sB~olivia's and the 'overolmen l ofaMwinistr:ition of the $134.5 million local currency program.Spncific audit objectives were to: (1)test the adequacy of account in,and internal controls 
Cooril nation 

of both the Executive Secretariat and the Projectand Control In i t, including the adequacyadministration of the i r and organizational 
 relationships, 
 (2)evaluate the
effectiveness 
 of ISAID/Bolivia's 
 monitoring of the local
progir:eo, and (3) currencyrev iew cer ain development projects for pro,,ram resll tsand efectiveness. 

Accounting and internal controls of the Government of Bolivia's ExecutiveSecretAriat 
 and its 
 Project Coordination 
 and Control
improvement. Unit neededTheir administration 
 was ineffective
organizitional relationship was 
and theirr 

needed to assume a 
not clearly defined. USAID/Bolivitmore active role in monitoring the program in order tobetter detect problens ensureand the accuracy of reporting. Programfinancial weakneqses andin the field adverselybeneficiiries affected intende-lin four of the five activities that the audit tested.Also, the executing entities had not fully complied with Bolivian tax law. 

USA/Bolivia had recently initiated actions to correct somedeficiencies. of theseIn order to improve accounting, internal control, andcontrols affecting the administration 
and organization of the Executive
Secretariat and the Project Coordination and Control Unit, USAID/Boliviahad made preparations to install a new accounting system,Executive Secretariat, and establish personnel 
reorganize the

procedures for byuse theExecutive Secretariat and the Project Coordination and Control Unit. Inorder to strengthen its monitoring capability, US\ID/Bolivia had issuedan *pril 1988 local order that formally defined the Mission'sprogramming, implementing, an:! monitoring responsibilities. Wuring theaudit, USAD/Bolivia also formalized, through contract amendments,scopes of work thefor certain in-house contractors assigned to monitor thelocal currency program; and it was in the procsss of recruiting anotherpersonal services contractor to work on 
local currency financial matters.
 
This report contains seven findings. The Government of Boliviahave adequate accounting and internal controls 

did not 
to ensure that localcurrency proceeds use.were for agreed upon purposes.audit rletermined that Moreover, tlethe Government of Bolivia about $15.3 milltionequivalent in deposits and 

owed 
that USA[D/Boliviainfornation on the did not have accuratestatus of deposit arrearages. 
 Also, A.I.D. was
considering an unjustified forgiveness of $90.7In a nillion Bolivian debt.ad lit ion, certain loans were unjustifiably made and were not properly 



accounted for. Also, 
the Executive Secretariat and tile UCCP were unable
or unwilling to implement 
sound internal controls. Furthermore, these
aP,encies had not made sufficient on-site financial reviews of the five
local currency activities tested. Finally, the Public Law 480 Titles
and [II local currency 
I
 

programs were not promoted or advertised in
 
Bolivia.
 

Indepentent external auditors issued adversean opinion for Bolivia'slocal currency program because the Government of Bolivia had notestabl ished effective accounting and internal controls. Also,

IJSAII)/Bol ivin h:1d not effect ively u1tilized controller staff to monitorand r'view fisca! ,datai pertaining to the program. I'ublic Law 180 andFiconomic Support .kind agreements require the Government of Boliviamaintain complete and accurate accounting records, while 

I 
legislation anl
applicable policies stipulate that A.I.lD. ensure local
that currency
proceeds he lise.l for agreed upon thepurposes. Since GovernmentBolivia had not establ ished adequate controls, 

of 
independent external
auditors couuld certify, wasnot nor there assurance, that the $93 millionin local currency proceeds had been disbursed for mutually agreed upon

purposes. We have recommendled that !ISAID/Bolivia install adequateaccount ing1 an] internal controls. Wqith certain reservations,1)/oliviaI DI has concurred with the recommendation. It is therefore 
resol ved. 

The Government of Bolivia had not leposited the equivalent of at least$15.3 milli,,n into the special accounts as requireI the Publicby Law 18')agreemnents. Deposits were not male due to inefficient depositprocedures, exch:ange rate anerrors, inability to collect a $7.8 milliondebt from the Bolivian mi Iitary, and most importantly because theGovernnment did not adhere to negotiated schedules for bringing delinquentdeposits up to date. Although IUSAID/Bolivia was responsible fordetermining the status of the local currency deposits it lacked accurateinforgation because it relied on host government reports which were not
verified. Without the equivalent of 
 $15.3 million available, certainidevelopment projects had been disrupted and delayed. We have recommended
that USAID/Bolivia have 
the recipient government deposit 
into the special.
accounts over $800,000 equivalent due to exchange rate errors aad
increase pressure on the recipient government to 
make up the arrearages.
ISAIDl/Bolivia 
 did not concur with the exchange rate issue and that
portion of the recommendation is unresolved. They generally 
concurre,!
with other portions of the recommendation; 
those portions ore resolved.
 

Full forgiveness 
of debt owed by the Government of Bolivia for the $90.7
million 1978 PL 
480 Title Ill program could not be obtained due
purported $37 million equivalcn t incurred 
to a
 

loss in Bolivia by exchange
rate fluctuations, untimely deposits, 
and subsequent loss in value 
of
disbursements. 
 Pertinent legislation and the 1978 
 PL 480 Title [It
agreement permit full forgiveness of debt when 
the dollar equivalent of
local currency is disbursed fron the special account. The equivalentdollar value of local currency disbursed is to be computed at the highestlegal exchange rate applicable on 
the date(s) of disbursement. However,
A.T.O. and1 other responsible U.S. Government entities were 
considering,

granting full forgiveness based on the dollar value of 
the Bolivian peso
when it was deposited, rather than the computed dollar value of local 

- ii 



Cur rency h1en it was disbursed from the special account. This proposalwas not consistent with the agreement. Approval of the proposal wouldallow the recipient government to realize a million$37 equivalent
winlfall to the detriment of the U.S. Government and intended
beneficiaries. 
 We have recommended that the 1978 PL 
480 Title [II
programn not be fully forgiven at this time. k.I.D.'s Bureau for Food forPeace ;nI Voluntary Nssistance did not concur, and the recommendation is 
unresolved.
 

The qovernment of Bolivi:'s Executive Secretariat lent leastat q-)
mi IIioi equiva lent between the PL 480 programs and certain projects(interprohlr-ln loans), and lacked accounting controls for at least t2.)million equivalent in loans executed with intermediate creditinstitutions. Interprogram loans were contrary to the intent of thelocal currency prozram. Even thehad loans been justified, loans
receivables accounts requiredwere to effectively record, account for,anI control the loans. Receivables were also required for the loans made
to intermediate credit institutions. However, US-ID/Bolivia had notperiodically testel the Executive Secretariat's source documentation oracconrting and internal controls, and therefore it did not know thatloans receivables accounts did not exist. As a result, there was no
assuraince that loan repayments had been made or that proceeds had beer,used fOr agreed upon purposes. We have recommended that the practice ofmiaking interprogr3M loans cease, that the universe of interprogram loansbe recnstructed, and that over $800,000 equivalent in interest and $1.3mi II ion equmivt lent in unused funds lent to intermediate creditinst i tat, ions be collected. US,\I D/Bol ivia did not concurinterproqram loans were questionable but 
that 

has concurred with the remaining
portions, and arethey resolved. 

There are three additional Findings in the report which are summarizedhere. First, our of
review administrative 
 controls (organization,
staffing, planning, and supervision) in Executivethe Secretariat and theProject Coordination and Control Unit disclosed weaknesses in all areas.We have recommended that USNID/Bolivia obtain evidence that acceptableadministrative 
 controls 
be implemented. UlSNID/Bolivia has generaliy
concurred and the recommendation is resolved. Second, the ExecutiveSecretariat and the Project Coordination and Control Unit nothad madesufficient on-site 
 financial reviews theof five local currentyactivities that tested.we We have recommended that certain systems beinstalled and that project vehicles be recovered. USAID/Bolivia neededto furnish information and implement certain actions to resolve therecommendation. Finally, 
..I.D. policy was silent with respect to
promoting and advertising Public Law Titles I and III local currencyprograms. A.I.I.'s Bureau Food Peacefor for and Voluntary Assistancedid not fully concur. The recommendation is resolved and may be closedwhen appropriate policy has been incorporated into the A.I.D. Handbook.
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AUDIT
 
OF ACCOUNTABILITY FOR
 

LOCAL CURRENCY IN BOLIVIA
 

PART I - INTRODUCTION
 

A. Background 

From 1078 through 1083 USAll/Bolivia had implemented several Public(PL) L.aw,180 and Economic Support Fund (ESF) Programs in Bolivia with alli1r1,eate value $172of million. The sale of wheat through two PI. 180'i( Iv III fool For develolment agreements oneand Title I s.l1' ,.i.reement , well cash transferas as grants from the ESF agreements, hallqenerated $131.5 million 
in local currency proceeds. Federal law, A.I.D.reulat ions, and written agreements between A.[.Ip. and the Bolivian
iovernment require.i that the proceeds be used to fund mutually agroeel
upon ,levelopmen ingiti atives. 

The First a-greement, 
a PL 480 Title III agreement between the Governmentsof Bolivia anrd the lnited States was signed on May 31, 1978. Thecuminlative vallue of shipments under the agreement was $90.7 million. 'T'hesecond, a PI, 180 Title I agreement, was signed on February 4, 1985. Thec'nmulative valte of shipments under this agreement was $19.8 million.Tie third, a P1, 180 Title [IT agreement, was signed on April 9, 1986.The clnulative value of shipments under this agreement was $39.9 million. 

Three [ESF apreements totaling, almost $21.7 million were signed in June1985, \|ust )187,and 
July 1988. Two of these ESF agreements have beenaddressel in another report entitled "'udit of !JSAID/Bolivia EconomicSmpport Fund Prograns"'', tudit Report No. 1-511-89-07 dated January 20, 
1989. 

There tere three entities execut ing the local currency programBolivia. 'ISAID/Rolivia designed, 
in 

programed, and supervised developmentprojects financed with local currency generations. A host governmentagency called the Executive Secretariat provided programming, approval,accounting, and supervision for the activities financed with these
funds. The Project Coordination 
and Control Unit (UCCP), another host
governhlent entity, maintained 
financ;.al records, audited vouchers, an.1dishursed funds 
 jointly with the Executive Secretariat for the
implementation of development projects. 
 Intermediate credit 
institutions
also pairticipated by making sibioans to approved development endqavors:
 

PI 4180 inputs were more significant for local
the currency program than
the -SF contrihutions. By one account, the PL 430 program had served asS\l|)/tolivia's single most important leveragepolicy instrument and hadbeen successful in achieving a number of policy objectives. \lso,lSMll)/Bolivia believed thethat conversion of Public 480 wheatLaw sales to local currency had rel ie,,ed the pressure on Bolivia's foreignexchanigqe, helped mavintain supplies,to food and provited local currencyto fund numerous (lvelopinenL projects. 

,.9" / 
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B. Audit Objectives and Scope
 

The Office of the 
Regional Inspector General for 
Audit/Tegucigalpa

(RIG/AlT) made an 
economy and efficiency audit of USAID/Bolivia's and the
Government of Bolivia's 
 administration 
of the $134.S million local
currency 
program. Specific audit objectives 
were to: (l)test the
adequacy of accounting and internal controls 
of both the Executive
Secretariat and the Project Coordination and Control Unit, including theadequacy of their administration and organizational relationships,()evaluate the effectiveness of USAID/Bolivia's monitoring of the localcurrency progr:irn, and (3)review certain development projects for progra,9
results and effectiveness. 

The audit review of deposit and exchange rate practices covered $126million (the PL 180 portion) the $134.5of million in local currency thathad been deposited into special accounts. Our assessment of selectedrecipients and credit institutions covered about $18.8 
million equivalent
of the verified $93 million equivalent that had been disbursed from thespecial accounts for mutually agreed upon development purposes.audit was one in a series of reviews in the Latin America 
The 

and Caribbeanregion to determine if A.I.D. missions had effectively implemented U.S.Government legislation, 
 policies, and agreements affecting the

administration of 
local currency.
 

Tests of -ccounting internaland controls included audit aIssessments of(a) financial reviews that beenhad made by independent external auditorswith respect to the local currency program, (b) the status of local.currency deposits and compliance with exchange rate criteria, and (c)lendifng practices of the Executive Secretariat and intermediate creditinstitutions. 'IG/AT reviewed staffing allocations and pertinent filesand interviewet officials of the Executive Secretariat and the UCCP todetermine if they had implemented effective administrative controls. Iealso reviewed pertinent files and interviewed officials of TSAID/Boliviato determine if IJSAID/Bolivia had effectively monitored the local
currency program. We field tomade visits three projects and two creditinstitutions to determine if lo(l currency had been used for intendedpurposes. We limited reviews of internal controls and compliance to theseven f ind ings an I to the issue discussed in "Other Pertinent Matters"

section of this report.
 

Ile nerformed the audit in Bolivia from tarch 7 to August 21, 1988. Itcovweel the 10 year period of PL I10 activity from May 1978 through May1988. IJS\I9/Bolivia responded to our draft audit report on January 18,1989, imd did not agree with most of the issues presented therein. Thoseissues remain unresolved, where noted, in this report. We includedUSAID/Bolivia's comments and Office of Inspector General responsesspecific management points of this report as 
to 

appendix 1. On February 4,1989, A.I.D.'s Bureau for Food for andPeace Voluntary Assistanceresponled by cahle (S'T,- 35146) to draft recommendations No. 5 and ).(These are now recommendations No. 3 and 7.) The Bureau did not concurwith recomrnend,mt ion No. 3, and it is unresolved. The Bureau's responsreis included in this report as appendix 2. Ie performed the audit iaaccordance with ,enerally accepted government auditing standards. 



AUDIT 
OF ACCOUN.TBILITY FOR 

LOCAL CURRENCY IN BOLIVIA
 

PART [i - RESULTS OF AUDIT 

,\ccotinting and internal controls of the Government of Bolivia's ExecutiveSecret:lriat and its Proj ec t Coordination and! Control Ilnit neede 1improvelif!1t. The i r admin nii st rat ion wi s inefUfective a nd the i rorgLni zational relationshi 1) was not clearly defined. IISAID/Bol ivi;1needed to assume a more active role in monitoring the program in order tobetter ,,tect problems and ensure the accuracy of reporting. Program andfinanciai weaknesses in the field adversely affected intendedhenef ic i:ries in four of the five activities that the audit tested.Also, the executing entities had not fully complied with Boliviar tax law. 
1 SAMD/Bolivia had recently initiated actions to correct some of thesedeficiencies. In order to improve accounting, internal control, andcontrols affecting the administration and organization theof ExecutiveSecretariat and the Project Coordination and Control 
Unit, USAID/Bolivia
had made preparations to install a new accounting system, reorganize theExecutive Secretariat, and establish personnel procedures for use by theExecutive Secretariat and the Project Coordination and Control Unit. Inorder to strengthen monitoringits capability, ISA!D/Bolivia had issuedan Xpril 198S local order that formally defined the Mission's prog r; i ing, implementing, arnd monitoring responsibilities. Duringaudit, JSlD/lolivia also formalized, through 

the 
contract amendments, thescopes of work for certain in-house contractors assigned to monitor thelocal currency program; and it was in the process of recruiting anotherpersonal services contractor to work on local currency financial matters.
 

This report contains seven findings. The Government of Bolivia did nothave adequate accounting 
and internal controls to ensure that local
currency proceeds were used for agreed upon purposes. *Moreover, theaudit determine: that the Government of Bolivia owed $15.3about millionequivalent in deposits and that ISAID/Bolivia did not have accurateinformation on the 
 status of deposit arrearages. Also, A.I.D. was
considering an unjustified Forgiveness of a $90.7 nillion Bolivian debt.
In adition, certain loans were unjustifiably 
 made and were not properlyaccounted for. Also, the Executive Secretariat and the UCCP were unableor unwilling to implement sound internal controls. Furthermore, theseagencies had not made sufficient on-site financial reviews of the fivelocal currency activities tested. Finally, the Public Law 180 Titles Ian,] [H 
 local currency programs were not promoted or advertised in
Bol ivia. 

There are seven recommendations in this audit report. The reportrecommends that IlSAI1)/Bolivia take actions to reconstruct the executingentities' accountin, records and to increase pressure on the recipientgovernment to pa,'y arrearages, correct exchange rate errors, and determin,the extent of previously executedt interprogram loans. We have alsorecommended th't the 1978 PL 480 Title II program not be forgiven at 
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this time, that evidence of reorganization in the executing entities iscomplete, and that unused funds be collected from intermediate creditinstitiltions. Other recommendations are intended to improve financial
reviews and to establish policy regarding advertising and publicity.
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A. Findings and Recommendations 

1. Local Currency Accounting and Internal Controls Were Deficient
 

Independent external auditors issued an adverse opinion for Bolivia'slocal currency program because 
 the Government of Bolivia had not
established effective 
 accounting and 
 internal controls. Also,
IS.ID/!olivia had not effectively utilized controller staff to monitorand review ficSCl ,data pertaIining to the prog ram. Public law 480 anI;i(conoflli- StIpport Flund agreemnts requi re the Government of Bolivia I()ill;lit .li n comIl 1 ,1 , .1d Ic cI Ir It I i IIIaccm rq(cordIs, wi I le glisl ( i()Ill nIapplicible policies st ipulat that A.1.1). ensure that local currency
proceeds he usl for agreed upon purposes. Since the GovernmentBolivia had not established adequate controls, independent external

of 
auditors could not certify, nor was there assurance, that the $93 millionin local currency proceeds had been disbursed for mutually agreed upon 
purposes. 

Recommendlation No. I 

We recommend that !'SAID/Bolivia install appropriate accounting and 
internal controls by: 

a. obtaining evidtence that the Government of Bolivia has reconstructedaccounting records thefor Public Law 480 and Economic Support Fundlocal currency programs from 1978 Junevay through 31, 1989 andobtaining a certification from a public accounting firm that the
local currency was used for intended purposes; 

b. arranging for a concurrent audit of the local currency program, by anapproved certified public accounting firm, from July 1989 on; 

c. periodically reviewing 
 source documentation supporting
vovernmnent financial reports and proviJing assistance 
host 

to correct any
problems found; and
 

d. requiring IJSNI)/Bolivia controller review and clearance of
communicatioas that contain fiscal data pertaining to Public Law 181Titles I and lit, and Economic Support Fund local currency programs. 

Di scuss ion 

The Government of Bolivia's Executive Secretariat is to execute mutuallyagreed upon development projects and the Project Coordination and ControlUnit (iJCCP) is to provide the accountability requirements stipulated inthe relevant PL 180 and FSF agreements. ISAID/Bolivia is responsible formonitoring the currencylocl program. Tests of accounting and internalcontrols anI subs'quent certification by independent external auditorsarneoe '1ean,; of assur i ng tha t the accoun tab iIi ty and monitoring
requirements are being effectively implemented. Positive certificationwould denote that 'ccounting and internal control systems and practicesare adeqate. In contrast, an adverse opinion would thatmean serious
accountibility and iiternal control deficiencies exist. 
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Deficiencies in accounting and 
 internal control practices of the
recipient government were identified by the local accounting 
firm of
Telleria Ormachea and Troche engaged by the Executive Secretariat in
September 1987. 
 The firm's 9 month financial review resulted 
in an
"adverse opinion" those andregarding accounting internal controls usedby the Executive Secretariat and the tCCP. This type of opinion is themost severe that c.n be issued under existing accounting standards. Itadvises that financial statements do not fairly presenZ an entity's

financial position and that results of operations or changes in financial
position are not in conformity with generally 
 accepted accounting

principles.
 

The accounting firm found major 
discrepancies between the information

provided by the two organizations. The financial 
review disclosed that
the institutions' accounting records did not 
 conform to generally
accepted. accounting principles, their balance sheets did not account forsi pmif ica"t mount s of fFmid i"g, accountLs Welea Ily c assi fiel asexpenses, such as exchange rate losses, were recorded as assets and vice versa, and both entities processed information on computers which theyh-id not programme] provide sufficientto accounting informition to serve 
as a basis for management decisions. Also, controls to prevent

unauthorized alteration accounting
of records were lacking. Theaccounting firm concluded 
in the review report that neither institutions'
 
accounting procedures were adequate for the activity performed.
 

Although the two host country institutions maintained accounting records
for deposits to the special accounts, neither of the institutions'Financial reports could be confidently relied on to communicate accuratefiscal information. For aexample, comparison of two ExecutiveSecretriat sum'nary reports for the same 1986 shipments disclosed a CCCdisbursement discrepancy totaling $796,997. Also, the Government 
of
Bolivia did not have adequate control systems to manage the program. For

example, a July 1987 evaluation report advised USAID/Bolivia that
accounting, 
 internal control, and reporting problems with theexisted 

Government of Bolivia's Executive 
Secretariat and UCCP far asas back
June 1984. 
 The evaluation report further advised USAID/Bolivia that many
problems of the local currency program could be reduced by strengthening
the financial department and by improving projections and financial
 
controls within the Executive Secretariat.
 

Although the first PL 480 agreement was executed on May 31, 1973,evidence of an effective monitoring capability was absent untilUS lD/Bolivia executed three personal services contracts, one in March
198,1 
and two in May 1981. Another two personal services contracts were
executel, one in November 1986 and the 
 other in October 1987, to
facilitate IJSAIDW/Fol"via's 
 monitoring responsibilities. The three
contractors having progr:im expertise were assigned to JSAID/Bolivi. 'sAgriculture and Rural Development Office, and the two contractors having
fiscal expertise were assigned to 
the Office of the Controller.
 

Even then, 'J5AID/Bolivia did not effectively monitor the financial
management practices of the Execut ive Secretariat and the UCCP. Ahite
the tLwo .I.SAID/Bolivia contractors assigned the officeto controller's 
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were avaiabl)1e to perform detailed monitoring, program managementpersonnel 
 often did not request the controller's office to verifyfinancial information submitted by host government agencies. Programmanagement personnel may not have been fully aware of the needverification since three previous financial 
for 

reviews (the most recent oneissued in July 1986) had given a generally positive impression of hostgovernment financial management practices. Had the contractorsperiodically reviewed documentssource which supported host governmentfinancial 
reports, many of the problems would have beten detected.
 
.loreover, IS DI/Bolivia program management often 
 did not obtain 
controller review or forclearance communications to A.I.D./lWashington orfor " iI1 aiiiromeents wit h the ho, t government in instances where henee(ld [Jr I(:Icu ,cILrfent, and vali: fiscal data was critical. Instead,IJSl!)/Botivia relied on host government financial reports, thus severaldocuments prepared by the M4ission included erroneous information (for
exnamples see appen1ix 3). 

f:ontroller review of recipient government fiscal data , as wellcontroller cle-Arance of communications and formal agreements will assist
as 

in eliminating, erroneous reporting and potentially embarrasing situations. 

IWhile the specific requirements vary slightly from agreement toagreement, the PL ,180 and ESF program agreements require the Governmentof Bolivia to maintain complete and accurate information on the financialstatus of the programs. I:or examl)le, the 1986 Title IlI programa.greemenlt requires the Executive Secretariat to "[mlaintain up-to-date,comnplete and accurate accounting for the Food for Development Program."
The 1986 ESF memorandum of understanding requires the Government
Bolivia to "maintain or cause to be maintained, in 
of 

accordance withgenerailly accepted accounting principles and practices consistently
applied, books and records relating to the agreement." 

Legislation anti ,.1.D. 
used 

policies require that local currency proceedsfor economic development purposes and that 
be 

A.I.D. monitor such usage. Section 106(b) of the \gricultural Trade Development andAssist:ance Act of 1951, as amended (PL 480), includes a requirement that
sales agreements for agricultural commodities would include provisions 
 toassure that local currency sales proceeds are used for agreed
development purposes. The agreed upon purposes 

upon 
are to be stipulated ineach PL 480 sales agreement and in subsequent amendments. A.I.D.'sPolicy Determination No. 5 of February 1983, which focuses on PL 480local currency generations, reiterates that A.I.D. must monitor the useof local currency sales proceeds and assure that they are allocated
support economic development objectives. 

to
 
Also, the fiscal year 1937
continuing resolution requires the establishment of separate accountslocal currency generated by cash transfer grants, such as ESF, that

for 

exceed $5 million 
so that A.I.D. may monitor the movement of proceeds.
 

Since accountiing records an] internal controls were inadequate, theequivalent of $93 million in PL 480 local currency managed by theExecutive Secretariat and the UCCP was vulnerable to waste and misuse.To begin to correct problems of accounting and internal controls,
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USATI)/Bolivia 
first needs to have the Executive Secretariat andreconstruct their accounting records and obtain 
the IJCCP 

an independentcertification that they have managed Thethe local currency properly.Mission should then arrange for a certified public accounting firmmake a concurrent audit to
of local currency programs from July 1989
forwarl, Finally, the lission should periodically review the sourcedocunents supporting Executive Secretariat and UCCP financial reports,and provide assistance to correct any problems noted. 

Managenent Comments 

liUAi 1)/Bolivia pointed out that ii could not comply with the datspreviously included in recommendation 1, parts a. and b. They alsoNo.said tiut an informal solicitation to reconstruct the accounting recordsresulted in an estimate of $175,000, a substantial cost for the benefitsto be received. They said that the Executive Secretariat wouldreconstruct the records, and that certification for the reconstructedrecords would be ohtained by the same accounting firm that makes theconcurrent audit. On these bases, USA[D/Bolivia suggestedand that parts a.1). be deleted from this report. ISAID/Bolivia ldid not respond topart c. and accepted part d. USAD/Bolivia requested that the discussionabout errors in the draft 1988 PL 480 amendment be deleted from this 
report. 

ffice of Inspector General Comments 

We have chang{ed the target dates contained in parts a. and b. ofrecommendation No. t to facilitate management plans. Also, the meansdescribel by !S.I)/Bolivia to reconstruct records and their plans toobtain a positive certification are consistent with parts a. and b. ofthe recommendation. We have not deleted discussion concerning the draft1988 P, , 90 amendment (see appendix 3) haveand addressed that issue inmore detail in finding No. 2. Nonetheless, recommendation No. I isresolved and bemay closed based upon the progress of management actions. 



2. 	Delinquent Deposits Could Total More Than $15.3 Million
 

The 	 government of Bolivia had not deposited the equivalent of at least$15.3 million into the special accounts as required by the Public Law 480 
agreements. Deposits were not made due to inefficient deposit
procelures, exchange rate errors, an inability to collect a $7.8 million
debt from the Bolivian military, and most importantly because the
Government did not adhere to negotiated schedules for bringing delinquent
deposits up to date. Although USAID/Bolivia was responsible for
determining the 	 status of the local currency deposits it lacked accurate
information because it relie on host government reports which were not 
(1'if i,,. IV h() Il(the equuiv:lent of $15.3 million availaible, cert:lin

development projects had been disrupted and lelayed. 

Recommendation No. 2 

We recommend that IJS'\lD/Bolivia: 

a, 	 determine the selling rates on the dates that leposits were actually
made into the Public Law 480 special accounts and have the Government 
of Bolivia make corresponding adjustments; 

1. 	 have the flovernment of Bolivia immel iately deposit into the 1071
Public Law 480 l'itle Ill and 1985 Public Law 80 Title I special
accounts $75,769 equivalent and $35,081 equivalent related to
exchange rate errors, including any accrued interest; and reduce the 
arrearage balance owed the 1986 Public Law Title special480 Ill 
account by an equivalent $10,972, including interest accrued. These
values are based on audit review of errors made when the deposit
vouchers were prepared;
 

c. 	ensure that no new deliveries of Public Law 480 financed wheat are 
made to Bolivia's Ministry of Defense or National Police without the 
prior knowledge of responsible authorities of both the Governments of
Bolivia anl the United States, and that USAID/Bolivia has written 
assurance From responsible Bolivia authorities that funds are
available and necessury transfers into the special account(s) will be
 
male; 

d. 	 advise the Government of Bolivia that if 	 the repayment schedule 
established in the draft 1988 amendment to the 1986 Public Law 480

Title Il[ agreement is not adhered to, that termination clauses in 
the 	applicable Public Law 180 agreements will be exercised; and
 

e. 	 request responsible Government of Bolivia institutions to report to
gS\ID/Bolivia the cum~mulative status of delinquent deposits as well 
as each deposit made during a reporting period. 

Discussion 

A review of iission correspondence for the Public Law (PL) 480 prograis
indicated that ever since the early stages of the 1978 PL 480 Title [l
progran, the Government of Bolivia (GOB) had not made agreed upon local 



currency deposits theinto special accounts. During January 1981 forexample, the Mission informed the U.S. Department of State that theprincipal topic of a host country PL 480 planning meeting was to discussthe subject of delinquent deposits owed by the to theGOB 1978 Title If[special account, and to find ways to make additional deposits.Throughout the next seven years of the 1978 Title III program, as well asduring the ensuing 1985 Title I and 1985 Title III programs, the GOB had
a continuing record of not making required deposits to 
the PL 480 special
accounts. (See appen:lix As5.) of May 4, 1988, the GOB had not made 
deposits equivalent to $15.3 million within agreed upon time periods.
 
The three active Pl 180 agreements required the to
GOB deposit
special 
aiccounts the local currency equivalent of 

into
 
the dollar value of
wheat shipped to Bolivia. In the 
1978 Title III agreement, the GO13
agreed to m'ke deposits into special notthe account later than sixmonths after the date of disbursement by the Commodity Credit
Corporation. Ii the 
1985 Title 
I memorandum of understanding and 1986
Title Ill agreement, the recipient government agreed to make deposits 
no
later than one month after shipment arrival and months the
nine after


shipment date, respectively. 
 However, millions in anticipated deposits
 
were not made due to four basic causes.
 

First, host country deposits were 
 to be made using local currency
proceeds generated from 
the sale of PL 480 commodities. 
 The Millers'
Association was authorized to make 
deposits to special
a account as
instructed by the Bolivian 
Treasury (TGN). In practice, proceeds
channeled through the TGN, and the TGN would 
wer, 

then make deposits into the
eligible special accounts. However, 
these deposit procedures were often
counterproductive. 
 From the time the Millers' Association depositedlocaI currency proceeds into TGN subaccounts, to the time the T(;Nreleased these funds for deposit to the PL 480 special accounts, from tto 52 days may have elapsed. (On balance, the subaccounts set up by theTGN were ledger accounts, that is, proceeds generated through the
subaccounts were related only to corresponding wheat shipments.Consequently, the ledger accounts 
maintained by the TGN a reliable
were
source for determining arrearages.) In combination with 
Bolivia's
falling exchange rate, more
the lengthy 
delays proved costly. An
analysis of 1985 Title I program deposits found of reportedthat the
million in delinquent deposits, approximately 

$6.4 
$5.6 million or 87 percentwas delinquent because the 
 original deposits made the
by Millers'
Association were devalued during the lengthy fund 
transfers between
 

Bolivia's government institutions.
 

Second, the PL 480 agreements required the GOB to 
use its selling rate(s)
on the date(s) that deposits were made. The selling rate meant theexchange rate established by Bolivia's Central Bank sellto foreignexchange as opposed 
to the exchange rate established by the Bank to buyforeign exchange. The sell ing rate, an outflow of 
foreign exchange from
the Bnnk, historically exceeded the rate.buying However, the specialaccounts were at 
least $819,859 short because responsible host governmentinstitutions used inappropriate exchange rates recordto deposits for thePL 480 programs' three special accounts. (See exhib,ts 1, 2 and 3.)
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Third, 51 percent of the outstanding debt was due to wheat flour sales;male to Bolivia's Armed Forces and National Police. Briefly, fErmi
November 1986 to April 1988. the Millers' Association had delivered $7.8
million equivalent 
in wheat flour, from wheat shipped under the PL"itles I and [II programs, to Bolivia's Ministry of 
480 

Defense and National
Police. The two relevant PL 480 agreements called for the deposit f[local currency into the corresponding special accounts not later that onemonth an.1 nine months, respectively, after the ofdate(s) disbursement
named by the Commod ity Credit Corporation (CCC). By certaininterministerial resolutions, the TGN was to transfer 
funds fromn the
Ministry of Defense's budget 
to cover the purchase of the wheat flour by*!le" aii' \ irI :Force., but ( ;N 1iot the*110 tih did make deposits inito (it(spec i.1 I accoun ts because the budget allegedly had insufficient
 resources. The $7.8 million equivalent should have been deposited
the PL iq speciil accounts by January 9, 1988. 

into
 
However, payment for the
wheat 
leliveries had not been made by audit conclusion in August 1988.
 

Finally, the host government did not adhere to negotiated repaymentschedules. 
 A sanpl ing of Mission correspondence regarding t'.e delinquent
deposit problem is shown below. 

-- A September 18, 1987 memorandum to USAID/Bolivia's Deputy Directorin.licated that despite the Minister of Finance's verbal assuranc,,that regular deposits would made the Ibe to Titles and III PL 480special accounts, no deposits had been made since July 1987.
 

-- An October 13, 1987 letter from USAID/Bolivia's Director to theIMinister of Finance noted that delinquent deposits of $3.4 millionwere owed to the 1979 PL 480 Title I[[ Program, and $6.1 million tothe 1985 P, '189 Title I Program. The letter noted that the inistryOf Finance lid not adhere to its May 26, 1987 tocommitment make 
monthly ,.leposits to the programs' special accounts until all past
arrear:iges were cancelled.
 

-- A February 24, 1988 letter from the Mission Director to the ,inisterof Finance informed that a pro:nised January 1988 deposit had not beem
male, and that the Ministry's lack of compliance with the repayment
schedule could jeopardize approval of a 1988 Title III amendment.
 

-- A March 4, 1)88 internal Mission memorandum noted that there werestill ,,lays in host country deposits and that the host governmentwanted to propose :i new repayment schedule. The memorandum addeltl:it delays and broken promises jeopardized approval of the 
1988 PL,

18) Title IfI amendment.
 

U.S. Goverment interagency instructions for managing the PL 480 programs
held IJ.S. (;ovrnment personnel responsible for accurately reporting onthe status of host country deposits to the PL 480 special accounts.A.I.D). !l:andbook 9 for example, directed U.S. Government personnel"... todetermine that the local currency equivalent of the dollars disbursed byCCC..." hd ,vn deposited by the importing country. IJSID/Boliviareported on the status of PL 480 deposit and disbursement balances. Toensure that the 
lission had accurate financial information in the various
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PL 480 programs, on April 28, 1988, USAID/Bolivia issued Local OrderNumber 19-7. policy forIn part this called the Mission's controller
office to serve as backstop to the Local Currency Monitoring Committee on 
all PL 480 financial management concerns.
 

However, in their reporting Mission oficials did not accurately compute
cumulative debt owed by the recipient government because they didverify reporting to source documentation. As one 

not 
example, inaccurate 

inform ition on d"l inquent deposits was included in a draft amendment tothe 1986 PL 480 Title Ill agreement. In this case, USAII)/Bolivia had
prepaped a 1988 amendment to the 1986 PL 480 Title ill agreement that asto be signed by ,May 13, 1988. In order to encourage payment of past
delinquent deposits due PL 480 special accounts, Mission officialsinserted into the imendment a repayment clause stating that, "The GOB
[would agree] to deposit $1.0 million per month over 10 months into thePL 489 special account to 
cover past debt accumulated under the FY 78, FY
85 and FY 86 programs." Since this amendment "benchmark" construed pastdebt to be approximately $10 million but preliminary audit tests

indicated that the delinquent deposit balance ("past accumulated debt")
was considerably higher, Mission officials agreed to delay the signing ofthe 1988 amendment until the accumulated debt Figure was verified by this 
amd it 

The audit letermined that is of May '1, 1988, the GOB owed $15,266,845 iW
deposits or a difference of $5.3 million from that included in theproposed 1988 amendment. l'he$15.3 million arrearage was based on the
record of transfers made by Bolivia's Treasury Department rather than onreporting provided by the Executive Secretariat and the UCCP. Had the
incorrect figure included a 1988been in signed amendment, the Governnentof Bolivia could have interpreted this as contractually relieving them of
the responsibility for paying $5.3 million in past delinquent deposits.The Mission concurred and changed the draft 1988 amendment (which had yet
to be ;ined).
 

Because the host country had not 
made $15.3 million equivalent in

required deposits, a liquidity crisis was created for the local currencyprogram. As result, progress many"a the of development projects was
interrupted and delayed. For example, a USAID/Bolivia, ,July 21, 1937

internal memorandum note] that the deposit arrearages 
 continued '" ... tostill the implementation of many program sub-projects and efficiency ofoperations [was] reduced." Mission minutes of a December 1987, PL 480
Committee Meeting Also brought out the thatfact a Title I and Title [Itliquidity shortage had created a "real crisis" with those programs. The
correspondence notel that the liquidity shortage had caused severedifficulty to PL activitieson-going 480 and had threatened the signing
of the 1988 amendnent to the 1986 Title Ill Program. 

In sumrnary, the recipient government needed to improve controls over
exchange rite and heldcalculations be accountable for millions ofequivalent loll ars in arrearages. Also, recipient government reporting
of del inqlleit leposits needed to be improved. Coupled with theverif ication technilues ontairied in recomnendation No. 1, UJSA;l/Bolivia
should he a)le to improve its monitorship of the local currency program. 
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Management Comments 

USAID/Bolivia did not agree that there were exchange rate errors becausean October 19, 1983 cable (ST'\TE 339785) advised that the level of local currency to be deposited was to be calculated by using the exchange rate
on the 
 day(s) of the CCC credit disbursement(s). Therefore, they
believed 
that there was no exchange rate issue. USAIl/Bolivia alsopointel out that the $7.8 million equivalent owed by Bolivia's militaryand po!ice was already addressed in the repayment schedule, and suggestedthat other lanquage regar:ling 
 this debt would be more actionable.
F7inaIlly, TJS'dl,'Bolivia was in agreement "as to the severity of the GOB'scompli inc, with repayment sche,tules" and stated that the Government ofl~l ivi.l !aI' booll ,Ivis,,l h.1l ['ll lre progl lin wolls be 'ly ifwould ill jeopi
;I),(I uip(onl Ite),lVy!ilnt schedulles were In(ot honored. 

Office of Inspector General Comments 

The ",disburseinient dates" established by the CCC for wheat shipmentsmerely started the clock for the Government of Bolivia to make localcurrency deposits equiva lent to the established dollar value of theslhipment(s). (,;e finding i.) Bolivia had no more than 9 months fromthe shipment I!Cs est:abl ished by the CCC to make the necessary
deposits. The compi,ted value of these deposits is another matter and th,,crit.i rioi is incldeod in the agreements. Specifically, the dollar valuof deposits is to he coimputed by mu ltiplying the local currency unit bythe rate, existing Omn the leposit date, in which its centrAl bank soldforeign exchange for local currency. Therefore, parts a. and b. ofrecommendation No. 2 are unresolved. Next, we have incorporated thedraft finding on the $7.8 million equivalent in nilitary sales into thisfinding and hIve incorporated lJSAID/Bolivia's suggested recommendation aspart c. which is resolved. Parts ., and e. of recommendation No. 2 are
also resolved and may be closed when USAID/Bolivia provides written
evidence that it has advised the GOB about the need to meet the repayment
schedu Ies. 
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3. F0.11 Forgiveness For the 1978 
Public Law 180 'Title III Program Was
 
Questionable
 

Full forgiveness of debt owed by the Government of Bolivia for the $90.7
million 1978 PL 130 Title [II program could not be obtained due to ' 
purported $37 million equivalent loss incurred in Bolivia by exchange
rate fluctuations, untimely deposits, and subsequent loss in value of
lishursements. Pertinent legislation and the 1978 430PL Title III 
agreement permit full forgiveness of debt when the dollar equivalent of
local cu rrency is disbiirse from the special account. The equivalent

dollar value of local currency disbursed is to be computed at the highest

eal rite
lg exchlne applicale on the date(s) of disbursenent. However,.1.a). :ind other responsihle IU.S. Government entities were considering
rant~i g full forgiveness h:sed on the dollar value of the Bolivian peso

,tepnited, r'1ther coMLputed dollar ofwhen it was than the vLCue local
cilrr,,cy when it 4i s ,tishurseI from the special account. This proposal
wa:s not. consistent with the agreeqient. \pproval of the proposal woull
illow the recipient government to realize a $37 million equivalent.
wi 1lf(1 Il to the let r iment of the IJ.S. Government and intende 1 
beneficiiries. 

Recomonmvlmt ion N1o . 

We rocofmfenAt that \.1.0.'s Bureau for forFood Peace anl Voluntary

\ssist ince not make a reconi.endat ion to. fully forpive the $90.7 million
 
11-)7' Pubilic 
 law '1qO Title Ill prograin in Bolivia uitil an additional
$3.1 . nil lion equivalent has been disbursed from the special account for
 
Mtl tlm I" 'tr e. up
ilon purposes. 

)iscuss ion 

lay 1, $75On ' I I1,07,1 five year, million PL 4R80 Title III Food forl)evelopment Program was sined with the Government of Bolivia (GOB). The 
program was increasel to $)2. million during 1983 channelto an

additional $17.7 'nillion in emeniruency Title II food aid to Bolivia. Ntthe sae time, the prograin was extended to \lay 30, 1984. (The program's
ceiling was later reduce! 
 to $90.7 million for $1.8 million in 
commodities that were not shipped.) 

fitle M11 of the Agriculture Trade Developmnent and Assistance .Act of
(the \ct), as amendAed, authorizes multiyear 

1951 
Food for Development programs

for the purchase of agricul tirtl comnmodities by a recipient country, tohe +lliveredI over a perio of I to S years. Commodities mnade :vailable
unler lit Ie I I irff-iminced by the Coni!no(mity Credit Corporation (CCC), a
corp,)r ito Me,Iv nd a II.S. qovrnmnent agency within the I.S. Departnent of
.\ricult,'re. Title Ill of the \ct permits the recipient country to ulse 
Iocm1 (-,n-rency pr,)ceeols purposes specified in the \ct and in t'i(
sales Inp-nPnt. P'roper use of local currency proceeis gives 'e 
recipient ro1mit my crel, t toward the doll :ir repayme!t obI igat ion
est;bl i she, hv the (CM. ien cumulative credits etlual the dollar value
of comnolities purc sed by i recipien t country, the II.S. Government ayn:
consider t e debt t.o be pail. This is commonly cal1l "ful forgiveness'' 
or '"ctirrencV u1s(e offset, 
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The CC establishes the levem of dollar repayment obligations at the ti Me,that it makes payment to II.S. bank(s) for the cost of tile commodityshipment. The late(s) of CCC payment to the bank is commonly called the 
"CCC .tishursement date."
 

rhe C(C disbursenent dlate also triggers the established time period inwhich the recipieout government makes local currency deposits into thespecial account as described in tile agreement. For lolivia's 1978 PL 480Title Il agreement, 1ocal currency deposits were to be made not laterthan 0 calend:ar nlonths after the date(s) of disbursement established by
the CS7. 

In or br to obtain credit toward full forgiveness, the recipient
gOVerme'lt has rocentl\ benl require.] to deposit local currency into theSPOCil accoin l ,n;j I I& ireIi , ('XChang.e. rate iii effleci (lnlie date ofeh ( ' ( o ll" . i[l( al elll((.e In effect, exchange rites existing f[rom ,to ( months earlier could usedbe by the recipient government at the timeof the deposi t. lhis 'ietholoogy reflects legislative intent, and wasrecently raiterPIte by A.F.I). in a July 11, 1988 cable (STATIi 225299). 

llowev,!r, \.I .D.'s General Counsel's Office hal 
 earlier interpreted
leg~islative history as heing permissive rather than mandatory. Withrespe,.ti to methols of determiining full forgivenes, the (;eneral Counsel
cOlICl1l,]1 
... (1" .l,'olllot ( not the StLA tWt ) tells what oxcili:llj rate ito e lISl, Ai11: ;IS of what poiqt in tirne." The opinion was consistentwith concepts of ]aw in thnt underlying agreements must be equal to ,'r
more stringenlt than legislation.
 

Bolivi.a's 
 107,8 PL 180 Titl IIl agreement required a more stringent
proceodlire of obtaining cre tit tow rd full forgiveness. AnnexIMI, \., and Part ,, ItenI, \rticle 1I[, G of the agreement required theGovernent of BA ivia to use the highest legal exchange rate
the tat, of eac li 5sursoment From the in effect onspecial account as the means ofdeter,,mining credit 
toward full forg iveness. We believe that, due to the
 
cou ntry's unstable economic 
Sitwa tion, A.I .1). planners had envisionedthat there would he a need to maintain the value of equivalent local 
currency used by Bolivia to 
repay its obligation.
 

toIn orler qualily for full forgiveness, or currency use offset, the GOBneeds! to disburse the dollar value o1 $90.7 million in local currencyequivalents from the 1978 P 180 ritle III special account for agreedupon developneint purposes. Ilowever, of 31,as March 1983 the value oflocal currency that had been Aisbursed was $56.2only mii lion.rhereforc,, the ;oBlneeded to make up an'l disburse another $34.5 miIlion 
to quaIifv for fall forgiveness under the agreement. 

The $31.-)million eluivalent. leficiency was attributed to exchange ratelossos which w',r, rep:)rte, to have exceeded $37 mnillion during the I,')ye-ar I if', of the t'gremeit. [he Governent f Bolivia's 
Execut ie
Secret 
rit reportvel that hyperinflation and coatinuous ,tevaluatioas
prevaili y hiu,., the 1183 throumh 1985 period eroded the roal value of.the loci!I cturrency that had been deposite( into the 1978 Pb 180 Title fl
specil .m ccout. A proce lure that f!unneled local currency proceedq 
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through various stibaccounts prior to final deposit into the special
account :Jelayed disbursements. By the time disbursements from the
special account 
were made the local currencies had been significantly
devalued. Thus, the combination of hyperinflation, devaluations and
deposit procedures 
led to a reported $37 million equivalent exchange rate
loss. USAID/Bolivia initially sought 
to resolve the problem by seeking a

pardon for the exchange rate loss.
 

!lowever, there was no conseusus on how to resolve issuethe of theexchange rite loss and granting full forgiveness for the $90.7 millionagreement. First, in August 1987 a USAID/Bolivia contractor noted that
the exchange rate loss should be ritten-off because the debt could nothe considered a resource, but rather a loss. Apparently, this conclusiin
ignored provisions contained in the agreement. Second, on October 22,M987, ISID/Bolivia was advised by one of its PL 480 thatexperts

write-off of undisbursed funds would not be 

tLhe 
feasible and would set a bal

precedent for future PL-480 agreements.
 

Third, the Chief OFficer of the Executive Secretariat advised us th-ytforgiveness of the estimated $37 million exchange rate loss would set a
negative precedent in 
Bolivia since other affected government
institutions would also seek forgiveness of their debts. On January 28,
1987, the Exec.tive Secretariat had indicated that certain reflows topr,)hlI-ai could he used to liquidate the $37 million debt while at 
the 

the same
time o!tiiiiing the $99.7 ,million in disbursements needed qualify forfull forgiveness. 
to 


Also, on May 13, 1988, the Executive Secretariat.
provilehl to us a five-year repayment plan that could liquidate the $37 
mii i)n eluivi lent shortage by 1992. 

Pourth, on :uy 27, 1988, Bolivia's sub-secretary for the Ministry oF:Finance statet th.'t the (;overnment of Bolivia was not able to pay th,Iehbt. Fifth, A.[.). fnl the D)epartment of Agriculture considerin,
granting a full offset for the 

were 
overall $90.7 million 1978 PL 480 debt o!]a basis where local curency to valued thewas be at time of deposit,r:ither thaln at the time of disbursement from the special account. TheInspector General's Legal Counsel (IG/LC) did not agree with the A.1.1).and Department of Agriculture approach to forgiveness. IG/LC stated thitthere appeared to be "no authority" in the statute, legislative history

or 
the agreement that would allow the CCC equivalent of local currency to
be calculated at the time of the CCC (rather than recipient government)
disbursement for forgiveness purposes.
 

While the IG/LC was researching this issue, the Interagency Working Groupof the Development Coordinating Committee's (DCC) Food Aid Subcommittee
approved the July 1988 cable referred to earlier (see page 15). Inaddition, a si-nilar cable (SrTTE 339785) was issued subseq, ent to auditon October 19, 1983. Both cables stated, in effect, that legislative

intent called for the dollar value of local 
currency to be calculated on
the late(s) of deposit into the special account 
 for forgiveness;
 
purposes. This legislative intent was not 
incorporated into Bolivia's 
1974 1I,480 litie I[ agreement, however. 
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In our opinion, (,,ranting full forgiveness for the 1973 PL 480 Title IIIprogram, on a basis other th-an disbursements from the special account,
would violate the provisions of the agreement and would translate into apotential $37 million windfall to the Government of Bolivia. It would

have received $90.7 million in wheat 
 funded by the 1.S. taxpayer hItwould have paid for only 59 percent of the deliveries. At the same time,targeted beneficiaries in Bolivia would not be reached, as intended, &.trr 
to the unavailability of proceeds. 

tinaq.ermient CoIIimen ts 

A.1.1).'s llurealu For Foo For Peace and Volunt;ary Assistance did nnt
Co0IC1 WiWI Lthe recolmmienldat ion in1,1 
 requesLed that i t be wi tlidIawn.Ii TheBireaui respondeI hat the recommendation hinged on a single point oflegal an-ilysis upon which N.I.D. and other U.S. Government departmentshad explicitly focused and takenhad the view opposite the A.1.!).Inspector General. Citing July 1988 program guidance and Section 305(X)of the Agriculture Trade Development and Assistance Act, the Bureauconcluded that it was the combined view of the involved U.S. Governmentdepartments that ofuse the date of CCC disbursement was not onlypermi qsihle but appropriate. I DISAl)/Bolivia also rejected the finding anidrecommendation as irrelevant based On program guidance contained in an 
October 198, cable. 

Office of Inspector General Comments 

The l971 PL 480 Title III agreement requires the Government of Bolivia tovalue its currency using the highest legal rate of exchange existing onthe rdte of each disbursement from the special account. Since theagreement was not amended to reflect more lenient legislative intent, itsprovisions take precedence 
 and remain in force. Therefore,

recommendation No. 3, 
as modified, isunresolved.
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4. Questionable Lending Practices and Ineffective Controls
 

The K;overnment of Bolivia's Executive Secretariat lent at least $13
million equivalent 
between the PL 480 programs and certain projects
(interprogran loins), and laclked accounting controls for at least $2.)
,iiiI Iion equi valent il loins executed with intermediate credi tinstititions. Interprogram were toloans contrary the intent of thlocal currency program. FEven had the loans been justified, loans

receivables iccounts were require] to effectively record, account for,and control the lo-ans. Receiva hles were also required for the loans m:dl: 
to intermediate credit However,institutions. UJSAfI)/Bolivia had not.
periodically tested the J-xecutive Secretariat's source documentation oraccounting and internal controls, and therefore it did not know that 
loans receivables accounts did not exist. As a result, there was no assurance th:t l oan repayments had been made or that proceeds had been 
used (or a llpipOn purposes. 

Recommendlation No. I 

We recomm:end that qSAII)/Bo i via: 

a. notify the Government of Bolivia that intcrprogram loans cannot
made from the three Public Law 489 special 

be 
accounts and that existing

loans represent delinquent deposi ts or arrearages; 

b. reconstruct anil reconcile the universe of local currency loans thathave been male between the Public Law 480 Titles 1, [[, and Ill programs and loans made by the Government of Bolivia's ExecutiveSecretariat to intermediate credit institutions. The Government of
Bolivia's Executive Secretariat and Project Coordination and Control
Uni t shouil d estahl ish loans receivables accounts, formal ly
reconstruct the records of loans executed andt repayments received,and adjlst credits m-a.le against the value of Public Law 480 finance,
wheat shipments to Bolivia; and
 

c. have the Government of Bolivia's Executive Secretariat collect.
$817,000 equivalent in interest and 
 recover the $1.3 million
equivalent 
 in unused funds from intermediate credit institutions
 
identified in the June 1, 1988 Telleria Ormachea and Troche financial
 
revi ew.
 

)iscuss ion
 

The Executive Secretariat lent at least $1.8 million in local currency
generated by the 1178 PL 480 Title [I program to the 1985 PL 480 Title Iprogram, to the Title 11 program, and to the Disaster Recovery project;

it lent At least $2.4 million equivalent from the 1985 PL 480 Title I
program to the 1973 Title Ill program and to the Disaster Recovery
project; ani,, finally it lent at least million$5.9 in local currencygeneraed hy the 1186 PL 480 Title III program to the 1978 P. 480 ritle 
[I1 program an] to the Emergency Agriculture Credit project. (See
exhibi t 1.) In at least 12 instances JSNlD)/olivia condoned this
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practice in the form of project implementation letters. 
 Executive
Secretariat and UJCCP accounting practices included the recording of mostof these i nterprop rain loans as prop ram "di shirsements" rather thanaccount s recei vab1e which are reoni red under genera Iv acceptteiI 
accounting pri nciples. 

A second problem involved the lack of internal control over loans to
internediate credit institutions (I). This was highlighted in the Jne
1, 1988 financial review made hy the C.P.A. firm of Telleria Onuachea andTroche. Several loans were made which were not recorded hv the ExecutiveSec ret ar at as Ion ns rece i va hI e. As examples, t he account i ng fi ni' git'p ( i ci( ed six Inals totalinp $1. 8 million eullivalent. Tia I.x cuut iSvc r.I ;I ri at had a Iso miade loans wi Ch werIe-e not account ed [or, I
illustrate, the report cited another four loans totaling $1.1 mill ioneali va lent as an example. The accounting firm also reported that theExecutive Secretariat d(id not normally reconcile the loan portfolios with
IC I record s, anI did not exercise adeauate supervision over the IW:s. 

TheI l7$ ard 1986 P1. 180 Title I agreements permit the Government of

Bolivia to di shtirge local currencv for eli igihle uses 
 set forth in ill(Ap lt,ir s. Tue 1978 and 1986 Pl, 480 Title Ill agreements list 14 ty'pes
of projects eIiaipIe for local currency funding. None permit th, 
execut ion of i n , rp rog ram loans. 

Est ahl i shi ng i ntevr nri raw loans called for the c reat i on of loans 
rcei vahles accounts as a means of record i np and cont rol. Since
Fxcit 1iv Secret ar ia and the IJCCP did not 

t he 
set up loans receivable 

accont g, t hev ist cont rol of the i nterprogram loan portfol io. '!e

atim it ,let cnni n l ilha t he Execlt i ve Sec ret a ri at 
 an, t he IICP cou id not
 
provide the uni verso of i riterprog ram loans that they 
 had made becaiso 
they had misclassifird the loans as dishursenents. 

[he .expcution of loans for IlCls also called for the creation of loans
receivahles account s. The C.P.A. fin's report was criticai of the lac:
 
or cont rol s over loans to ICIs. It stated that not only had t h,
Execut iye Secretariat and 
 the IICCP not created loans receivables, neitlHr
had t hvv reconciled loans halances nor effectively supervised the ICIs. 

Ineffective supervision resullted in inefficient ise of resources. To

illutstrat-e, 
 the 'xocittive Secretariat had not been able to fund sometarp etedl development projects due to chronic 1icdity shortages in tN,
PL. ,180 special accotnt s. Therefore i t often used 
 devices such asinterproeram loans to providle funding . At the same time, some of the

loans made Iw the Uxciye Secretariat to credit 
 instiltutions had notbeCe l s,] Ihut were deposited in interest -hear ng accounts. Becauseeffective on-sito Financial reviews had not been made, t ie Execut i ve

Sec rem a ci at wag not awa rp that t ie c red it i nst itut ions had not miad ,stlb]c;i s to ta 'ut(,l teneficiaries. The C.P.A. firii's report, which
cover,,! 12 of t Iec iil eniled i at credi t insti tnt ilors, ident if e ! approx imatelv $1.,3 million ettuivalent in unused funds and $817,00t)
,'o:livalent in interest earne,] (see exhihit 5). The Executive Secretari at
needed to co Ilcct these monies and redirect them for development projects. 
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As part of its oversight, effect i vean moni tori tn device would have ben
for ll-llD/Bol ivia to make periodic tests of Government of Bolivia loanan,I deposit practices, and then compare these practices to generallv
accepted accountinq principles and to relevant criteria contained in the ap reelnent s. Si nce this was not done, problems within the loan
portfolios, such as the absence of loans receivables and the inefficient 
utse of re sourlce s, had not been identified and corrected. As a resilt,
UISAID/Pol i vi a, the Execut i ve Sec retari at , and the UCCP could notdemonst rat et hat loan repavments had been made or that proceeds wer'o
ill iimat ely Ised for ptulroses intended. 

Na na. lolyent (Alenireit s 

IISAID/Bol i vi a diid not ag roe with part a. of recommendat ion No. 1
regardi i thpt, lepitimacv of makingi interprogram loans because it cou lI 
not substantiate RIG/A/TPs position in the legislation or in existing
prol raw ghidance. ISAIP/Bolivia also did not agree that it should advisethe Execut i ve Secretari at that existing Ioans represent deli nq,jentdepositI s. 1SAIP/Boli via said that a firm would be hi red to formal lh 
reconst ri i he of loans execuited and payment s recei ved by t henc t records 
Fx ec it i ve Sec re ta ri at . IJSAIP/Boli via added that t he maiority of unusedl,110s wer,, leoc at I in two banks that had been closed hv the authori tips
and l r t he ixec'live Sec retari at was attempt:i ng to recuperate funds
loaned to me. ln"J:el funds in banks other than these two were reported!
to Live been recapitalized to make srrhloans within 30 days, or otherwise 
revert L:o the Execul iye Secretariat. 

Off ice of Inspector General Comments 

The absence of legislation or program guidance regarding interprogr.vi
loans does not excuse or condone their execution. A.I.1). has provided
several support elements to enable its managers to implement programs
within the realms of reasonableness and in accordance with Conressional
i nt ent Experts in law, cont rac t ng , and eng ineeri ng, for example,
abnd iin the Agencv to offer puidance to IlSAIDP/Missions. IJSAII)/Bolivia
dlid not call upon the loal expertise of its General Counsel to determ ineif in, rp rog ram Ioans woe permissible. Also ISAIP/Bnlivia did n ,tohtain contrac ing! officer, contnoller, account i ng, or aud it expert i s,with respect to t he establishmermt of loans receivahle. Dinseiuentlv,
"ISAID/Bolivia's response notis defensihle. Part a. of recommendation 
No. ,! remains un resnl ved. Parts h. and c. of t he recommendation a ro.
resol ved pend ing t he complet ion of management ac t ions. Our detai led 
comments on the status of unused frnds is included in exhibit S. 
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5. The Administrative Controls Established hv the Executive Secretariat
and the Project Coordination and Control Unit Were Unsatisfactory 

Administrative controls were required to ensure efficient and effective
opr'tions. These controls encompass such matters as organization,
srafrinq, planning, and supervision. The Executive Secretariat and theProiect Coordination and ('ontrol Unit had weak administrative controls inall of these anas hecauise the responsi hle staff of the Executi veSecretariat and the UCCP were either unable or unwilling to implementsin. conI ml s . IISAID/Bil ivia hocame aware of these weaknesses onk1' 

r i I\',V .1114 I dllletl'l, it Iha,,; oil IN re enit Iy begii ill I i IpemlI lII
ef le I i tye, co I'I.Cl i Vo :Ic I ions, 

Reconmme dt ion No. S 

We r coiimeni I hat IJSAID//Boli via ohtain evidence that the Exectlt i vSecretariat and the Project Coordination and Control Unit have
implemented acceptalle administrative controls. 

Di SCusciSm 

Admi ni st rati ve cont rols are those internal controls designed to ensurethat: ill oria at ion operates efficient. lv and effectively. The conceptof alministrqtive controls is set forth in generally accepted account inestandanls, and encompasses such matters as organi zat ion, staffi ng,planning and supervision. As discussed in the following sections, theExecut ive Secreta riat and the UCCP exhibited weaknesses in all of these 
areas. 

Oroani zat ion - The Execut ive Secretari at' , legal status was unclear eventhough the institution had been in operation for nearly ten years.Accord i ng to an at torney retai ned by lJSAI D/ioli via, the Execut i yeSecretariat had no firm Bolivian legal status, and the lack of legalstatus could impede the Executive Secretariat's efforts to recover theeauivalent of $3.7 million in PL 480 local currency lent to banks whichhad -i.bseqientlv failed and had been placed in liuidation. 

A second organizational issue concerned duplication of effort between tly,Execut ive Secretariat and the ICCP. Both organizations cl?imedresponsi bi litv for financial monitoring of projects, and bothorqani zat ions mai ntai ned separate account i ng record s based on the same source documentation. To make the situation worse, there were majordifferences between the two sets of records: a local C.P.A. firmidentified differences which totaled about 39 million Bol ivi anos(ecijivalent t.o roughly $19 million) as Juneof 30, 1987. We were toldthat coordination meetings between the Executive Secretariat and the UCCPhad taken place, hut these meetings were not documented, and theexecuting entities had not eliminated duplication of effort. Eliminating
duplication of effort shold free staff resources needed to admini sterthe larage and comp Iex proj ec t portfolio managed by the Execut i v 
Secretariat and the IJCCP. 
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Staffing - The Executive Secretariat, which had 15 professional employeesawl 3 vacant positions, lacked certain controls needed to ensure that its
staff performed efficiently and effectively. First, no formal position
descriptions existed. A\ forproposal reorganizing the Executive

Secretariat described the responsibilities of its Financial and Technical
Departments. However, these of
statements responsibilities were notspecific enough to guide hiring decisions or establish performanre
expectations for iMividual employees. Second, the Executive Secretariat
had not identified training needs or provide, training to its staff.
Finally, no personnel evaluations had ever been done. 

In Iike nanner, the UCCP also lacked position descriptions, had notprovided staff training, and had not made personnel evaluations.
 

Planning - ,ccorling to the Chief of Executivethe Secretariat's

Fin:incial Department, priority was placed on projects which would helpachieve the Government of Bolivia's development objectives of increasingeconomic growth, increasing value added, encouraging non-traditional 
economic activities, generating employment, improving 
 the balance oF
piyvfents, providing housing, and reducing mortality. However, due to thelack of an overall strategy for the PL 43O local currency program,!xecutive Secretariat had approved too many 

the 
small projccts which hallimited impact and were all but impossible to monitor. The ExecutiveSecret'iriat was implementing hout 272 local currency projects, and someprojects included numerous subprojects.. For example, one of the PVO

projects included 531 individual subprojects. 

Supervision - The Executive Secretariat implemented a strengthenedproject supervision plan in April 1988. The new supervision plan
scheduleI visits generally twice a year and even more frequentlythose projects requiring, field visits. Staff were required 
for 

to prepare
plans listing specific objectives for each supervision visit and reports
 
on the results of the visit.
 

Some monitoring weaknesses remained, however. First, Executivethe

Secretariat needed better information on how many projects it had in itsportfolio. We 
were provided a computer listing which includedactive and completed projects and even projects 

both 
which had at one timebeen considered but were never actually financed. Executive Secretariat

staff had to manually eliminate the completed projects and the projectswhich were never funded. An organization with such a large portfoliocannot develop a rational supervision plan without continuous information 
on how many projects it has to manage. 

Seconi, while implementing agencies were to submit technical progressreports, the Chief of the Financial Department estimated that as many as80 percent of the implementing agencies did not comply with thisrequirement. (The audit reviewed five projects implemented by CARIT.SBoliviana and the Development and Assistance Resource Agency/.dventiqtSocial \ssistance Philanthropic Work [ADRA/OFASN1, all of which required
progress reports. While A1)RA/OFASA had submitted required reports,CARIrrS had not complied with reporting requirements for two of the three 
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projects it Was implementing.) As result,a the Executive Secretariat,nainly relied on relatively infrequent field 
 visits to measure the
prolress and results of its projects. 

A thirl supervision weakness was that both the Executive Secretariatthe UCOP accomplished financial supervision 
and 

almost exclusively by
reviewing liquidations submitted by implementing 
agencies instead of
on-site reviews of books and records. Since few on-site reviews weremade, the executing entities had no way of knowing whether implementingagencies maintiined separate accounting books and records as required bythe Iotters of m, lnerstaindin, siginei by the ag'encies and ti he xecti iw. 
Secret ir iat. 

Ile reviewed accounting controls of , RA/OF\SA and visited four CARI'r-NsBoliviana projects for which separate books and records were required.While ADRN/OFASA maintained separate books records,and CARITINS had notcomplied with this requirement for any of its three projects. As aresiil t , nei ther CAR FMS nor the Txecuti ve Secretariat and the IJCCP haIa(.ccr;mlMo recordts of project expenditures. Another problem that Woi llhawe been detected by on-site reviews was the lack of any type of controlover approxi:nately 200,000 in supplies and equipment purchased by
C\R[T'S and ,\DRA,!OFS,. 

The atministrative control problems discussed in the above foursubheadings existed because the respons'ible host government staff wereeither unable or Unwilling to implement sound control systems. Also,Sl\ID/llol ivia wis largely unaware these untilof problems they were
disclosel by a July 1987 evaluation, a .June 1988 financial review, 
 andthis audit. Due to these administrative control weaknesses, a seriousrisk existed that program resources were not being used efficiently aad 
effect ively.
 

In conclusion, both the Executive Secretariat and the UCCP exhibit.dweaknesses in organization, staffing, planning, and supervision. Theseweaknesses needed to be corrected to ensure the best use of the resourcesthey managed. (IISAID/Bolivia had already made reorganization plans,therefore, no recommendation to that effect has been made in this report.) 

Management Comments 

USAID/Bolivia sail that a management team from a recognized accountingfirm, was working in Bolivia to restructure the Executive Secretariat,including a fusion of the UCCP into the Executive Secretariat.
 

Office of Inspector ,eneral Comments 

Recomnendation No. 5 is resolved anl may be closed pending evidence that 
acceptable administrative controls have been installed.
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6. Financial Reviews of Local Currency Projects Could Be Improved 

Due to inadequate field evaluations, the Executive Secretariat and theProject Coordination and Control init had not detected that certainassets purchased with PL 180 piogram resources 
 were not properly
accounted for or that subsidized loans had been made by the intermediatecredit institutions affluentto clients. The PL 180 agreements definedthe management an! financial responsibi lities of the ExecutiveSecretariat an:! the UCCP. fowever, as a basis for their reviews, theyreli,':l on documentation sent to their offices from implementing units inthe field and had not made sufficient on-site financial reviews of thefive local currency projects that the audit tested. 

Recommenl ation No.
 

We recommend that !lS-\Ii)/Bolivia: 

a. request the Government of Bolivia's Executive Secretariat and Project
Coordination and Control Unit to establish and disseminate to PublicLaw 180 local currency program recipients a system of property
accountahi1 i ty; 

b. request the Government of Bolivia's Executive Secretariat and ProjectCoordination and Control Unit to develop and disseminate toparticipating intermediate credit institutions, criteria establishin goccup:ition c.,tego rios, income ceilings, and net worth limitations fwrecipients of Public Law 180-financed loans; and 
c. have the Government of Bolivia's Executive Secretariat account forequipment and recover 12 of 13 vehicles purchased for the PlantSanitation Project. 
 This includes I vehicle that was being used for

personal purposes by an employee.
 

Discussion
 

We reviewed five PL 480 development activities evaluateto the relativeeffectiveness 
of the projects and their accomplishments, and to assessthe adequacy of host country financial reviews. Our review of a ruralpotable water project, a crop sanitation project and three agriculturilcredit projects disclosed that the host country's monitoring units ha'lperformed few on-site financial reviews theseof development activitiesor of the implementing agencies that were responsible for managing them.In addition, a review of subloans under one activity revealed thatproject loan recipients were affluent professionals (lawyers, doctors,and the like). Results of tests and field observations at the five Pl180 development activities are discussed below.
 
Plant Sanitation Project - Imnlementation of a five year plant sanitationproject was initiated through the Ministry of Agiculture and Campesin,),ffairs (.MIC.) in July 1979. The project received PL 180 funding ofapproximately $913,000 equivalent and was designed to instruct smallfarmers in pest icide use, amnd to install border quarantine posts todetect -tiseased plants imnported into the country. The majority of the 
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fund in, was used to build a pesticide control laboratory, to buv
laboratory eacipment valued at over $270,000 to acaui reand 13 vehicleswith an average unit cost of $10,500. We found that the pesticide
control laboratory had never been fully operational and was in fact
closed from 1982 to 1986. During our visit no testing activities were in 
process, and we were told that the only activities to date had been
seminars showing project personnel how to use the equipment. (Laboratory,
ma nua I s demonst rat i n. how to operate the equ ipment had not been
received.) In addition, border quarantine wereposts not functioning 
p rope rl v because they were not equlipped as planned. 

Neitlr o( two host countrv monitoring units (i.o. Executive Secretarial 
an I 1ICt1') had Icmi ltict ed on-sile financial reviews of this project nol
lakurn aliv inve t) iies of p roiect eqtuipment. As a iestilt, if comld ot b
determined if all the property and equipment charged to the project hatl
hon o0l",1red or" recei ved. In short , si nce no pest icide haIdanalvsi
taken place and I(emaluse border testing posts were not operating properlv,
approximately $900,000 in local currency funding had not been adeuat(elvaccounted for or effectivelv utilized. Also, of the 13 vehicles ordered,only I vehicle could still he identified with project operations. Twoother vehicls we.rem being used, one 1w the project's legal lepartment atil
the otiher for person-al purposes by a MACA employee. 

San Julian Rural Potable Water Project - This potable water project,
which oei ved $282,421 in ,'eoui valent, local currency, had achieved
reasonablv good ,stilt s an! had been specifically targeted to assistBolivia's poorest sector. Project targets were to construct wells,
latrines, and cisto'rns for 80 planned communities. Drilling of water
wlls ;1,1 inustailation of front door water services had not been achieved,

at eve rv tareOt e(l Co1II1I1M i tv, howe ve r. Those 
 commni ty members who did
not reauest the new water systems stated that although they wanted thewater services the $90 eouiva.lent downpavrnent was too expensi ve. Thestart-up rf a chicken raisinrig activity at one village had helped that
comuntni tv to iai se the necessarv capital to defray costs for the
services. Any future fo] low-on project should consider a greater

emphasis on such income producing activities.
 

The G vernmernt of Bolivia's Integrated Development Foundation (FIDES) was
imp Iempnt i ig tIre project. FIDIES administrative controls anI accountirl'. 
procedures, wit h I le except ion of certain procu rement actions, we '-e
adeanrat e. Sinre inception of the project in January 1986, the Executiy
Secretariat and M(CP not made on-site reviewsthe had financial of either
tle El I)LS office in Santa Cruz or of the potable water project in San
Julian. Ftlding f or the project was to expire in July 1988, and since 
many of the water svs. ems still needed to be installed, it is advisable
that this project receive fruttre funding From PL 480 local currencv 
resources. The San Julian Rural Water appearedProject to be a most
appropriate project to benefit Bolivia's poor majority who are the 
int endod berefic i 'ies of the PL, 480 local currency program. 

Rice 'inancing Project - Olr field visit disclosed that neither the. 
Execut ive c at orr lJCCP hadye ret a t he conducted ,n-site financial
review, of oprat ions. Due to the seasonal nature of the rice crop, it 
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was critical that financing be obtained 
for small rice far:ners prior to
rice planting in Santa Cruz, Bolivia. Funding was received late for boththe I T7 an1I '1) rice se:lsons resul ting in p rFormance short fa IIs.liffecLiVe on-sit,' revi ews I))' the Ixecut iVe Secretariat or the IJC(CP mayhave identified the essential need for timely funding. 

Tn order to eliminate excessive speculation by rice middlemen and toensure fair prices to both rice sellers and consumers, three Santa Cruzagriciiltur-Al cooperatives formed a common rice association in April 1987cal led ACAF. (This acronym identifies: Camara Agropecuaria del Oriente[CAOI; \sociaicion de Productores de Arroz [ASPARI; and, Fi Federac i nNacionail (e Cooperativ:is Arroceras [FENCA].) ACAF was to provideinternediary financing, andstorage, marketing services to Santa Cruz's
small rice farmers. 

Desire d results were not achieved in 1987 because ACAF's predecessororganization, the AgriculturalEastern Association, waited until March1987 to request local currency financing and finally received it in earlyMay 1W7. The rice season in the Santa Cruz region is from February toMiay. In addition, i'idecision by association rice producers, unexpected
delays in renting, government silos, certainand lending restrictions
contribiuted to ACAF's inability to market only 13 percent of theproject's estimated 30,000 metric tons in processed rice. Of the $1million equivalent in approved 1987 financing, 
the Executive Secretariat
allocated $1 million equivalent to the participating credit institution,
and -CAF in tIrn used $329,900 for its 1987 rice operations. Due to
delays in implemeaiting he 1987 project, rice 
 farmers received
insuffficient advances and w, 
e forced to sell their rice at a lower price
for c'ish. 
 A 1937 bank review summarized project performance by saying
that :lthough project goals were "laudable", des ired results hadl
"regrettably" not been achieved.
 

ACAF fared no better during the 1488 season. This time, however, ACAFmanagement requested the needed local currency funding infar advance, onSeptember 10, 1987, in order to theallow 
 Executive Scretariat
sufficient time to approve the project and so that project inflows cill Ibe received ;it the start of the 1988 rice season in February. Betweenthe February to April 1988 period, ACAF had planned to buy 90 percent of
its rice requirement, 
 and therefore needed approximately $1.1 million
locail currency fiding to make the purchases. 
in
 

Unfortunately, AC \Freceived the first PL 480-funded disbursement for the project in mid \Iay,virtually after rice season butthe was all over. A review of projectcorrespon:lence indicted that the Executive Secretariat had made initialcredit ivailahie to the participting credit institution in late April,and tie inst i tll i on lent the proceeds to ACAF on May 12, 1983. Al thoughmnify of tll, projects structuiral problems had been worked out during the19)87 sason, only 2,809 of the t.argeted 15,000 metric tons of rice wasfi nallo] an1 injrketed due to late receipt of fun!ling. 

ICl [m'llst Fund Loans - Trust fund loans (sublo:ins) were made is part of-TiT27TTIIT-in-sml I l firmert cred it commit ted inder the three PI 18')progrims. These Sub loans were in tended to expand small farmer "-inl sma I l-',u Ichbisiness creltit and also to ussist sm'tll artisans and oth,,r 
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i i vidluials norma lIv denied access to Bolivia's trad it ional credit 
sources. Credit was provimlei to the beneficiaries through Bolivia'sprivate banking and credit system. The Executive Secretariat would lend
funds to the participating credit institution at 9 percent, for a 3 to 5 year period. The private hank or credit institution would then inak

small quhl oans to recipients at 13 percent for a 2 to 5 year 
period. Wereviewed the I.rust fund credit programs of Iwo prominent Santa Crn:bankin, institutions, the Bank of Santa Cruz and the Union Bank. 

The Executive Secretariat had made on-site financial reviews of t li,link'' t ,st I'un! operlt ions, bitt flt reviews were iniadectlrl t and of pont
iItAxN. T[H I I Ib1-d rate, Il i reViews dId(I not ident ifv dIi--ilelit,.,. 

-, 'c 1I1 lieI,:Inks t those recorded hN t he xec tti ve Sec ret al iat.Al so, leIfi nanciaI1 reviews lid not identify tour of nine Bank of Sant;I
(;zii henefici Aries who were tde innqient in their suhloan repayments.
 

Our n-,v iew of "hloans at the Bank of Cruz thatSanta indicated 

instaIImne at pavue nt s on four of tie n i ne sutb oa ns were deli i lent. The
 
hqnk'- assistant manager, who was responsihle for the portfolio, did not
know tflat IfpAVurnitI s we - past dill, arnd the bank I s truist find c red itofficer had! takeni no action to collect the past due payments. Sinrce the 

xecut ivye Secrtarim a lnhoped to generate $20 million e(juivalent in future
inflows 
fromtheil small fanner credit program, it needed to more closely
ioni11r theloans lreadv maIde. 

Our revi, w also discl0sed tlit several afflumnt Santa Cruz professionals
rec ivi,I sbsidi zed Pb. 4180C fro two Asuli oans the banks. doctor, 

iconomist, an I a obtainedlawyer, e pilot hanker subloans of approximately
$118,0)00 ,oui valent to pursue agriculture as a secondary occipaition. Thehank r worked, for the lnion Bank ard received his sulloan froii the other
credit institution that we reviewed, 
 the Bank of Santa Cruz. ltis subloan 
was Foun, to b, $3,000 ecPuivalent in arrears. In addition, two wealthy,
ranhtcrs whose fami lv nwno,I stock i n the Bank of Santa Cniz recei vetdapproximatelv $71),000 from hank low cost, 13 trustthat. in percent fund
financing while normal cornmercial credit was approximate Iv 36 percent.
The eriphasis of the 1. 180 program was to assist Bolivia's poorermajority, b]it hank officials made regular practicea of using trust frum 
proceets to lend to its preferred clients whose collateral [guaranty Ioften far exceedetd the 2 to 1 required asset/liahility ratio. Visits tothe residences of' three of these beneficiaries indicated that they were
related to each otier, and they occupied expensive, spacious homes. 

Banking? officials stated that they preferred not to lend trust fumd 
proceeds to poor henef iciaries because of the increased chance fordefault, While we can understand the hanks' position and cincern, am11iddle g round" couldl he achieved, and suhloans could he made to lower
middle class nir iiiddleclass beneficiaries. Since ;iiost of tie trist fundloans wero relatively smal 1, i.e. $I5,000 or less, a 2 to 1 net wort i
cnl lat eral r,etui fomuiert could st ill he satisfied by target ing lower-middleto middtle cl Is'; beneficiaries. This low cost subsilized credit sholildnot he m1,1ada v; I].,, to w'a It liy )rofessional s who ha Ve ready access t 
Bo] ivi 's I radit ional credit solrces. 
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III stIm11'9r-Y, h;as i on the observations from the visits to ttie P1I,4',)development projects liscussed in the above subheadings, the implementing
igencies for Bolivia's local currency program neeled to make more 
frequent field evaluations in order to obtain minimum assurance that 
resources were being used for mutually agreed upon purposes.
 

Mamee-rin''n t Co 'men t 5 

IlS. \I ,/olivia believej that the instance described in the report
reg:irdin , the lack of accoinLtabil ity for equipment was an anomaly an.
tiat the txecutive Secretariat already required a property inventory on
.ill elspii pient Iurchased by executing entities. USA\ID/Bolivia also said 
th t the inc ih.ice of PL ,10 funds icnt to afflunLi persons was theexcept ion rat her thn th,' rule. Finally, UV.\II/Bolivia promised to make
eVfort to recover or reg.ul ate use for the 12 un iccounted for or misused 
veicls, t stroIv suggested that an tillit recommendation 
rtguil1a rize vehicle mise 

to 
would have been more realistic and actionable.
 

Off ice of Imispectorm'eneral Comments 

Fi rst , 'IS\ 1)" Bo Ii vi is inv i tt to furnish to RI/A/T the Executive 
Secretiri:It's reported syst em of property accountability in order to
resolve part a . of recom:nendation No. 6. Second, it is unusual For!JS\II ,)'oliv i a to Colc I tile that PL 480 funds have not been lent to 
a ff I let t persons, other than those ci ted in this report, because 
{l;l ) 'iloliv i a Inl I he !:xectitive Secretariat have not visited and reviewed
these -ictivities sufficient1v. Finally, USUID/Bolivia is in a better 
position to es t:bl ish and enforce a regularized vehicle use policy. ,Sucha poli cv shoul d have been part of the Executive Secretariat's system of 
propert y ;iccoun tab iiity. 
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7. Publicity of Public Law 483 Ti ties I and Ill Local Currency Projects 
Ncedel to be Considered 

A.l.I). Handbooks encourage advertising and publicity with regards to U.S.commodity exports that 
are financed by A.I.D.'s development projects,commodity import programs, and PL 480 Titie I programs. However, in theBolivia P11 180 1ocal currency program, considered to be USAID/Bolivia',
largest thvelopment 
tool, the majority of beneficiaries we visited were
 
not aware of any U.S. Government relationship to the programs. 
 .Since

A.T.). Iandbooks do not comment on publicity for PL 480 Titles I andloca I cirrency programs, they were 

Il 
not promoted or advertised. If
 

.. I). 's part ici pat ilon in these prog r-ins and development pro jects is not
IN' 111,1 

IiVe (,,-eel investeld into this 

'.1111I , iu I i l . i v it-Ill I Iiiilli i on io ll I I ii ', I( .il 

type of !J.S. Foreign Assistance wi!l iiotachieve the degree of goodwill envisioned by PL 480 legislation. 

Reco'fnend-t ilon o().7 

We recommend that M.,D.'s Bureau for Food for an.dPeace VoluntaryAssistance estahlish enterand into tie A.I.D. Handbooks policy regardingadvertising and publicity for Public Law 480 Titles Ill
I and locatl
 
currency' programs. 

T)iscusi ion 

Policy guidance contained in Handbook 1, Supplement B encourages that
equipneait and commodities financed 
 under certain &.I.D. projects aiilprograms be suitably marked to identify them Foreignas U.S. Assistance.
Suchimirkinq tq:is to inclute the A.1.I). red, white and blue handclaspenblem. A.1.). Handbooks 9 and 15 stress the ofimportance publicizing
COMmol i -./ imports under the PL 480 'ritie II and conmnod ity import 
programs, respect ively. 

The 1t 480 T'itles I and III local curency program was considered to beIJSAI/lolivia's largest development tool. For example, 
a July 1987
evaluation characterized the program 
as USAID/Bolivia's single most
important pol icy leverage instru,neat, being used successfully to achieve
 a number of policy objectives that had 
ranged from macroeconomic policies
to reorgyanization of Bolivia's 
,Ministry of Agriculture. UJS,ID/Bolivia's
iiscal 
year 19, /199 action plan stated that the critical nature of thePt 18, Title 11[1 program to its development strategy and to theacih i ev,-Irei t of Bo! i vi a's ecolom i c equilibrium coul d not be unders ta ted.The size of the program had ma-e it one of Jhe most effective elements of
'JSAIl)/olivia's portlolio in hoth policy and monetary terms. The actionplan fur'titer statel that the program was recognized by outside evaluatorsin 180), 1982 and 1981 for its exceptional effectiveness, and hailed is
the Ix;st pro:iram of its kind in the world. 

rur rev iew of tl'Wee P, 180 local currency projects and two intermedi:.itiu
crelit i sti(itions showed that recipients were generally thaitunawareA.1.I). hid in solneway contributed to the financing and sponsorship aftheir partictilamr development project. 
 Beneficiaries were generally nor.
 

2 



awarf! of \.I 1.). 's role in the PL 480 program because project signs :al I
markers did( not generally identify A.I..'s participation with te
activity nor was there a requirement that they be so identified. 

Plant Sanitation Project - This was the only project of the five reviewc,
where PL 480 beneficiaries had a general knowledge of .. 1). 's 
part iCip)t ion. 

San Julian utral Potable 'yater Project - None of the beneficiaries that 
we talked to did in any way relate the construction of well, latrine, an]
cistern systems to foreign assistance provided by the U.S. Government.Although advertisement of the project at the settlement identified it as 
a joint FIMES-PL 480-A.1.1. venture, none of the beneficiaries
interviewed were aware that "PL 480-A.l.1)." was a U.S. foreign assistance 
progran. Mhen asked about this, FIDES statedofficials that they ha,l
received no instruction to actively promote N.I.O.'s participation in theproject and 'Idde that they would be happy to give such recognition if so 
instructed. 
Rice Finncing Project - Management and rice grohers thoght that the 

project had been financed by the World Bank, or the Inter-Ainerican
Development Bank (IDB). None of them knew that the project had been 
sponsored by a U.S. foreign assistance program. We reviewed pastpublicity of the project and found no mention of any A.I.D. participation
or sponsorship of the project. A management official told us that theexecutin g entity (ACAF) hal received no instructions to advertise
A.I.O.'s participation in the project. 
 He added that this was unusual to
himn because other donors such as the IDB placed "a large sign" in frontof its projects to inform the public that I)B had helped to finance it. 

IC Recipients - Four of the seven beneficiaries interviewed did not knoii
that A.I.D. had participated in the sponsoring and financing trustoffunl loans made by the Union and Santa Cruz banks. Although the UnionBank had publicized PL 180 credit in a general advertisement, it did tiotidentify A.I.).'s participation in the program. Again, Union Bankofficials stated that they had received no instructions to advertise
A.I.).'s role in the progran but would be happy to do so, if instructed.
We couild find no evidence that the Bank of Santa Cruz had ever advertise.
or publicized t'ie trust fund program. 

As evident from the visits to the five activities discussed above, there
is a aeed for promoting .l.). participation in development projects.!iowever, A\.I .0. handbooks did not contain policy with respect to
publ icizing afl advertising projects funded from local currency generatedtby the PL 480 Title I an] M[ programs such as those in Bolivia. Forthis rexison no clause wa.Is included in the program subagreemets to
pmblicize to A.1.0. assistance. 

In our opinion, publicity of A.I.1).'s participation in Bolivia's local 
currency progr.'n can resill t in immeasurable political and intangi hl. 
benefi ts. 
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%anage'ient Comments 

A.I.ID.'s Bureau for Food for Peace and Voluntary Assistance respondedthat the requirement for publicity was contained in Section 1.03(1) of theAgriculture Trade D)evelopment and Assistance Act, an, that Part I,Article Il[, Section I of each PL 480 agreement contained the criterioafor implementinq this legislation. The Bureau also cited an .. )circular on this matter that ha] been disseminated in July 1974, an.Istate I that .. H\.nlandbook 9 would be reissued shom'tly and would contain
W'Mtor .I I loct inp thv publicity vequiremevnt. 

Office of Iuspector General Comments 

The Mnireji his cited PL 480 legislation, agreements and a dated circular as sources that have established publicity requirements. The fact isthat the A.I.0. Handbooks have yet to reflect the Agency's officialposture regardting pumblicity and advertising for PI, 480 Tities I and fi

local currency programs. Such policy is needed mayso that field staffmor. Forcefully pub licize the extensive U.S. Government role in improvingthe lives of targeted beneficiaries in developing countries and ensurethat publicity clauses are included in subagreements. We have added ... nAloteor into the A.I.DI. 1landi ooks..." in recomnendation No. 7. Therecommnition is, therefore, resolved and may be closed when the BureaiincorpoLrates the publicity requirement in the appropriate A.1.D. Handbook. 
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B. Compliince an] Internal Control
 

We Iimi ted the review of compl iance and internal control to the sevenfindings contained in this report. Other than these conditions, nothing
came to our attention to indicate that compliance in other areas or the
integrity of internal control and hadsystems practices been compromised. 

1. Compliance 

There were seven compliance exceptions. First, the PL 480 and -SFagreements required the Government of Bolivia to maintain complete andaccurate information on the status of the programs. Finding No. Ldemonstratel that the Government of Bolivia did not comply with thisrequi riment. Second, A.I.I). policy called for effective monitoring ofthe local currency program. Finding No. I demonstrated thatISl)M/Bolivia lid not effectively monitor the program. Third, finding
No. 2 discusset the Government of Bolivia's non-compliance with agreedupon deposit payments resulting in a $15.3 million equivalent shortage,

including a $7.8 million equivalent debt owed by 
 the recipient
government's Ministry of and
Defense National Police. Fourth, the
relevant agreements requirel the Government of Bolivia to deposit local
 currency into the special accounts at selling rates established by the
Central Bank. Findinp No. 2 also demonstrated that the Government of 
Bolivia did not comply ,ith that requirement. Fifth, the agreementsdefined management and financial responsibilities of the executin'entities, but finding No. 6 demonstrated that they did not comply inmaki ng, on-site financial reviews. Sixth, intermediate creditinstitutions were to make loans to "eligible beneficiaries." Finding (6showel that interme liate credit institutions lid not always make loanseligible heneficiaries, as intended. 

to 
Finally, the executing entities hadnot properly withholdt income taxes in accordance with Bolivian law (see

section c., Other Pertinent Matters).
 

2. Internal Control 

There were five internal control exceptions. Finding No. I denonstrated
that IJS\ID/Bolivia monitoring and the accounting, reporting and internalcontrols of the executing 
 entities were ineffective or eficient.Finding No. 2 highlighted weaknesses in over ratecontrols exchangepractices, anI finding No. 1 discussed poor controls over interprogram
loans and loans to intermediate credit institutions. Find ing No. ;showed that the administrative controls of the Executive Secretariat an
the IJCCP were not sitisfactory. Finding No. 6 discussed, in part, the 
lack of control by the executing entities over activities in the field.
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C. Other Pertinent latters
 

The audit lisclonel that the Project Coordination and Control Unit (UCCP)
and the Executive Secretariat hal not properly withheld income tax:sduring part of 1987. The Government of Bolivia's Law No. 813 established
a 1 percent tax on salaries, bonuses, and other types of income. One ofthe imiplementing regulatioqs, Supreme
public Decree No. 21531, required bothand private sector employers to withhold the tax beginning April
1, 1987.
 

I:1"o1i \1*i I 
 hlrol ill I)k''ll l 
1 ),47 I ie I ,:P ) repai, I two 1iy'O1

mll t 11. It withheI taxes 

S
 
from one payroll which showed 21
salary pai I to percent of Atheeach emIployee but (lid not withhold taxes from Lhe secondlpayroll which showed the remaining 79 percent as 
"economic bonuses."
Direct or 'I'Mof the JCCP said that washe unfamiliar with Boliviananl re,'lat ions. tax lawsThe HICCP began to withhol:1 taxes from its employees'
entire salaries with the payroll for January 1988. 
 Because taxes had not
been withheld during part of 1987, theequivalent IJCCP had an unrecorded liabilityto about $3,500. Also, we belie;e that this situation couldhe emmb-rrising ta the U.S. Government if not corrected quickly, duethe close relationship between the to"CCPand A.I*D. While we are notmaking a formal recommendation, USAID/Boliviathe IJCCP should obtain evidence thathas paid to the Bolivian tax authorities the income taxes whichshould have been withheld from April through December 1987.
 

In pril and May 1987, the Executive Secretariat 
also prepared two
payrolls for 
its employees, withholding income taxthe responsible accountant had 
from only one. Since
left the Executive Secretariat, they werenot able to explain why this procedure was followed. At anylixecutive Secretariat began withholding income 

rate, the 
tax from 190 percentits eployee's salaries ofin June 1987. IJSA[D/Bolivia shouldevidence that obtainthe Executive Secretariat

authority the income taxes which 
has paid to the Bolivian twxshould have been withheld in April andIMay 1987. USAID/Bolivia responded that the executing entities have nowrepail these back taxes.
 

- 33 



AUDIT
 
OF ACCOUNTABILITY FOR
 

LOCAL CIJRRIi'NCY IN BOLIVIA 

PART III - EXHIBITS AND APPENDICES
 



197a PL 4bi Title III Program 
Scedulet Uf Dkeposi, 

A5 or Kiy 4. 1968 

LAsto Glbksuprce:
lbecrm, A&,,Lm tExchg)ct LI-pus iLtcd i i &Used by ... Lk Cub GunkccordwJ ACU~dl GOB 

LapobIt 
ouc.tr 
i rtwo 

CocmodIty 
hlpft 

husber 

Trcaury 
Acccout 
Numbr 

Voucher 
Number 

PL-4bO Specll Account 
In Local Currency 

(Pebos bolividnos U) 

Ccntrdl bank's 
Highe LLegal 
Lich.ange kite 

to kccurd 
W~tp L to 

Special Acct. 

L:po tsL5Dposits 
in U.S. 
[oilars 

Using HighCst 
Legal RALe 

Diffcrences 
in U.S. 
Dollars 

u3/ov/79 15578 0-2-205 0Oi 17 ,59,.4r9.40 2u.1)2 20.40 1/ acI1273.7d 87 .095.38 
 16,356.68
U4/2o/79 15S78 0-2-2oS 
 Oo999 42,700,$30.54 2o.u2 2u.40 2,U93,1c3.20 2,132,893.63 39,730.37v4/10/79 15578 0-2-2o5 0009V9 4o.415.uuO.UO 2u.O2 ,U.4u 2.275,.45.10 2,318,431.57 43,186.4707/19/79 15578 0-2-2o5 0 99 o1.S3S.uOO.OO 20.02 20.40 3,01o,421.57 3.073,676.32 57,254.75Us/22/79 15578 0-2-2o5 U000qv 12.255,o53.Ud 20.02 20.40 oO,.7o.31 12,170.48 11,403.17
08/22/79 5578 0-2-2o5 
 OO 99 17,432.34o.92 2o.02 20.40 8S4.520.a1 870,740.60 16,219.79
O9/O/79 15578 0-2-2o5 
 O0O999 2u4,uUU.0U 20.02 20.40 IO uU.00 
 10,189.81 189.81
10/O5/79 
 ISS78 0-2-2o5 002-11 9.032.3do.94 20.u2 20.4u 442,704.07 451,168.18 8,404.11
01/1/80 ISS78 0-2-2oS U-15-I 1.554,S12.o4 25.00 25.u 02,10o.51 02,180.S1
02/14/0 looS 0-2-2sa 
 0024-2 114,443,71S.54 2S.00 25.uu 4,577,74a.o2 4,577,748.o2 
0 
0
02/21/O ISS a 0-2-2oS 0024-2 234.049.22 25.00 ,S.uu 9,3o1.97 9,3o1.97 0
012S/0 1o0Sl 0-2-288 U02-4 o1,03S,5oq.o5 25.00 2.00 
 2.,441 .422.79 2.441,422.79 0
I0/20/4O 
 17179 0-2-300 024-10 34,2oS.o7.uo 25.00 25.00 
 1,370,o27 .4i 1,370,627.48 0
1I/25/10 17351 0-2-308 029-11 
 53,037,ou5.29 2S.00 
 2S.0 2,144,Lo.o1 2,144,706.61 0
02/ia/al looSi 0-2-288 0022-2 
 80,8oq.So4.50 25.00 25.00 3,234,762.58 3,234,782.58 0
02/20/al 17oS2 0-2-318 0022-2 
 21.305,437.72 2S.00 25.00 
 852,217.51 852,217.51 0
07/24/al looSi 0-2-288 
 023-7 33,73o.3o5.4s 2S.O 25.00 1,349,440.02 1.349,446.62 0
07/24/81 17179 0-2-30o 0023-7 m7,oo0.324.32 2S.O 25.00 3,500,412.97 
 3,50o.412.97 0
u7/24/1 17351 
 0-2-308 0023-7 148,821,034.08 25.00 25.00 S,9S2.841.39 S,9S2,841.39 0
u7/24/al 7o52 0-2-318 0023-7 o,390,5o9.18 25.0 25.o0 2,735.022.77 2.735.622.77 0
 

L/ A Wluivian Centrd bank Letter dated Mdy 29, 1965 to the LjCP 0±fict erroneously communicated an axcft.ngc rate of 4b 20.40 to the dollar ratker than
the Central ank's officiil rate of $b 20.02 to the dollar. 
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GOB Supreme L.xch.nge Rite GUB
 
I ~te Decree Amount ti-posited in Used By GOB Recorded Actual GOB
 

Deposit Cornodity Treasury PL-480 Special Account Central Bank's to Record Deposits Deposits Differences 
Voucher Shipment Account Voucher In Local Currency Highest Legal Deposits to in U.S. Using Highest in U.S. 
Prepared ?kimber ?&umber Mmber (Pesos Bolivianos $b) Uchange Rate Special Acct. Dollars LeRal Rate Dollars 

02/07/83 19221 0-2-216 0008-2 872.351.000.00 200.00 196.00 4,450,770.41 4.361,75S.00 (89.015.41) 2/3/ 
06/06/83 19221 0-2-216 0007-6 27,747.000.00 200.00 19e.O0 141,566.33 138,735.00 (2.131.33) - 
08/03/83 19221 0-2-216 0004-8 335,535.792.11 200.00 196.00 1.711,917.31 1,677,6'8.96 (34.238.35) 
08/26/83 19652 0-2-330 0005-9 506.154,000.00 200.00 196.00 2,582,418.37 2,530,770.00 (51.648.37) 
08/26/83 19221 0-2-216 0012-8 335.S35,792.11 200.00 196.00 1.711,917.31 1.677,678.96 (34.238.35) 
09/20/83 19652 0-2-330 0013-9 309,348,000.00 200.00 146.00 1,578.306.12 1,546,740.00 (31,S66.12) 
10/13/83 19221 0-2-216 009-10 335.535,92.11 200.00 196.00 1,711,917.31 1,677.678.96 (34,238.35) 
11/10/83 19652 0-2-330 010-11 231.459.000.00 200.00 196.00 1,180,913.27 1,157.295.00 (23,618.27) 
11/14/83 19652 0-2-330 010-11 391.122.000.00 100.00 196.00 1,995.520.41 1,955.610.00 (39.910.41)
 
12/23/83 19831 0-2-338 025-12 1,891.S17.000.00 510.20 500.00 3.783,034.00 3.707.402.97 (75.631.03)
 
01/05/84 19831 0-2-338 0002-2 505.314,000.00 510.20 500.00 1,010,628.00 990,423.36 (20.204.64)
 
01/17/84 19652 0-2-330 0002-2 42,776.800.00 510.20 500.00 85,553.60 83,843.19 (1,710.41)
 
01/24/84 19831 0-2-338 0002-2 691,598.000.00 510.20 SO0.00 1.383,196.00 1.35S.542.92 (27,653.08)
 
02/06/84 19831 0-2-338 0006-3 123.214.697.38 510.20 500.00 246,429.39 241,502.73 (4,926.66)
 
04/26/84 19831 0-2-338 0007-6 104.351.724.06 2.040.00 2,000.00 52.175.86 51.152.80 (1,023.06)
 
06/07/84 19652 0-2-330 0008-6 53.401,028.68 2.040.00 2,000.00 26,700.51 26,176.97 (523.54)
 
06/13/84 19831 0-2-338 0011-6 17,832,300.00 2,040.00 2,OO.00 8,916.15 8.741.32 (174.83)
 
06/18/84 19831 0-2-338 0019-6 16.911.500.00 2,040.00 2.000.00 8,455.75 8.289.95 (165.80)
 
06/22/84 19831 0-2-338 0023-6 18.919.101.00 2,040.00 21000.00 9,459.5 9.274.06 (185.49)
 
08/28/84 19831 0-2-338 0012-8 121,115.200.00 5,250.00 5,000.00 24,223.04 23,069.56 (1,153.48)
 
08/28/84 19652 0-2-330 0012-8 2,26J,301.001.00 S.250.00 5,000.00 452.060.20 430,533.52 (21,526.68)
 
OV1/0./84 19831 0-2-338 0004-9 12.249.900.00 5,250.00 3,000.00 2.449.98 2.333.31 (116.67)
 
09/04/84 19652 0-2-330 0004-9 962.032.6'2.00 5,250.00 5,000.00 192,406.53 183,244.31 (9,162.22)
 
09/05/84 19831 0-2-338 0014-9 123.070.730.00 5,250.00 5,000.00 24,734.15 23.556.32 (1.177.83)
 
09/05/84 19652 0-2-330 0014-9 42.390,035.00 5,250.00 5,000.00 8,478.01 8.074.29 (403.72)
 
09/10/84 19652 0-2-330 0016-9 10,000,000,000.00 5,250.00 5,000.00 2,000,00?.00 1,904,761.90 (95.238.10)
 
09/13/84 19652 0-2-330 0015-9 600,595,421.00 5,250.00 5,000.00 120,119.08 114,399.12 (5,719.96)
 
09/14/84 20295 0-2-359 0015-9 8.194,081,815.00 5,250.00 5.000.00 1,638,816.36 1,560,777.48 (78,038.88)
 
09/19/84 20295 0-2-359 0020-9 60,007,404.00 5.250.00 5,000.00 12,001.48 11,429.98 (571.50)
 

Z/ 	Parentheses indicate overstated GOB recorded equivalent dollar deposits to the special account based solely on the date(s) that the deposit vouchers 
were prepared. These equivalent amounts are due the special account and should be deposited in the future. Additional amounts will be due when 
LISAI/Bolivia determines the extent of exchange rate errors based on the dates that deposits were actually made. 

I/ 	Deposits made by the GOB during the period February 7. 1983 to October 25, 1984 were overstated because Executive Secretariat and DCCP accountig
personnel used the foreign exchange purchase rate rather than the higher selling rate to record GOB deposits made to the special account. Again, our 
calculations are based on dates when deposit vouchers were prepared. 
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http:2,582,418.37
http:506.154,000.00
http:34.238.35
http:1,677,6'8.96
http:1.711,917.31
http:335,535.792.11
http:2.131.33
http:138,735.00
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http:27,747.000.00
http:89.015.41
http:4.361,75S.00
http:4,450,770.41
http:872.351.000.00


LL. L rcc 

uLpuablt CQmoi y Trtaiury 

.1uchsr ShIpmawnt Accoaat 
 Voucher 

h.MI.ri 1*.cr Number Number 

u''251g4 2029S 
 0-2-3S9 Oc-o10 

U'.0,25/64 20295 0-2-35 000-10 

utr/2 4/14 2029S 0-2-359 004-10 

Uj'27/a4 20295 
 0-2-3S9 004-10 

1U.0,9/4 19831 
 0-2-33a 011-10 

iu,u,/14 
 20295 0-2-359 011-10 

lb/15/84 2029S 
 0-2-359 021-10 

40/II/a4 20295 0-2-359 
 02o-10 

14/.3/44 20295 0-2-359 033-10 

10,'25/114 1 o52 0-2-330 033-10 

I1'U7/14 202v$ 0-2-359 007-11 

0/ /as 190S2 0-2-330 0009-1 

0.01/aS 152 0-2-330 OOUo-2 

U,'5/as 19oS2 
 0-2-330 07-3 

i403/s 1 a52 
 0-2-330 0003-4 


05/14/aS5 152 0-2-330 0009-S 

05/0/S 
 19052 0-2-33w6 0009-S 
0A/12/aS 20295 
 0-2-359 0002-9 

1(1I2/aS 2029S 0-2-359 0002-2 

II/Ia/IlS 19052 0-2-330 004-11 

11/IS/aS 
 19131 0-2-338 004-11 

ll1S/41S 19O52 0-2-330 004-11 

12/0/aS 4/ i9a31 0-2-338 
 0001-1 

12/10/aS T/ 19&51 0-2-33l 0001-1 

12/3O/IAS I/ 19131 0-2-338 0001-1 

12/1 /aS 1/ 202 5 0-2-359 0001-1 

04/11/4- 19a3I1 0-2-338 0014-4 

05/23/6 20295 0-2-3S9 0013-S 

0S/23/a0 20295 0-2-3S9 
 0013-S 

OS/30/86 4/ 20295 0-2-3S9 

6S/ 1: 46 -/ 20295 0-2-3S9 0014-S 

o/1/a6 20295 0-2-359 0010-6


07/U./#6 20295 0-2-359 
 0001-6 

07,02/b 20295 0-2-359 
 0001-6 

67/21/46 20295 
 0-2-3-9 0003-8 

U4/22/" 20295 0-2-359 0018-8 

Lia/22/bb 202v5 0-2-359 0018-8 


Ub e the 

AmJul L)L puILCJ II 

PL-4bU SpeCidl ACCuLUIIL 


In Local Currciscy 
(Pebob bolvianob $b) 

247..u3,225.uu 

I.023.347.S17.uu 


o72.1n7.5d4.UU 

SO,434,tsU.uU 

11.246,uuU.UU 

oibl ,O5o.uu 

21OOuJooU.U 


0,8
42 

,bud.uu 

1,2

17
.
7
42,544.01 


I0.00u.uu ,UuO.u u 

7

7 9.4a1,13o.uU 


10 .000ou000.uO 

10.lOuO.o0 OoO.Oo 


10,oo0,0o0.0.o0 

10,000, UU,0u0.0t 

4SOuU,0U0,0u0.u 
3S.OoOOUo 0o0.U0 

o7.000,0o 000.oU 

1l8,3iS 04o.u0 

9UO,O0Uouu,000.0o 


520.0o.000,0Uo. 0

9.u,00,000,O0.00 
900.000.000.0. 
9Oo,0OOOojoO.uu 
900,0U0,000,'UO.0 

084.00ouuo o
L.0o 
380,'800,o00OO0.0 
990,00O,000,000.0 
914,000,O000o0.uO 

910,oo0o00,0 00.00 


995,000ooo0.oU 
952,500,00oou.uO
9
 00.0000U0000.00 
99 5 ,000,0u0 000.00 

9S2,O00,Ou0,o00.o0 
9o1,0.o0uu0ou.uu 

950,0,o00.,000.0 

Lkh2pusu. re rcordCj aL an ecacng rate tat wa effective 
U.. ,-yi Uc IrOcecd. were 

UNCJ by o 
Ccnztral blik' ' Lo kL:CLol 
filghc -t Leal LALputILS [. 
Lx,%iarnj kdtc Z.oeciAl ACtL. 

S.2Su.Uu S,uUu.UU 

S.2SU.uO S,0uU.uuS.2&.00 S,uO.Ou 

S, 2U.OU SUU0.u 
5,250.OU Suuu.uu 
5,250.00 SOuO.ou 
5,250.00 S,uuo.uu 
5,250.00 5,000.00 
5,250.00 5,U0.00
5.2-50.0u 5,0u.u0 

5,250.00 9uuo.uu 

9000.00 9,O1.UU 


9,000.00 9,000.00 
5,0.000 50,0u0. 

50,.000.00 50,uuo.00 

50,.000.00 j'00.uu,U00.O
 
75,000.00 5U,uOu.uu 

75,000.00 75.ood.uu
uu3,333.33 

1.124,000.00 1,120,O0.0uJ 

1,1O0,000.U0 ,loO,uO.uu 


1,loO,000.00 1,IoO,Ou0.u
1,100,000.O 1,oOGo.u 
1.92,000.00 1.o92,00.u0 
1.tb2,0(0.00 1o92,00.0 

ictully deposiLed into the bpccldl Accowit. The four dcpub.t~b datedlo092.0'J0.O0 to the US Jullar. However, they Were &CLually 44n.etd an 

1.092,O00.oO 1,O92,000.0o 

1,092,00000 1,o92,0.00.G 
1,904,000.00 1,904,O00.00 
1.904,00O.00 1,904,0..0 
1.9041000.00 1.904,000.00

1,Y05,000.00 ,905,uO0.00 


1.9,JO5 o.O0 1,905,000.00 
1,905,000.00 1,905, .U0.00 

1,90,000.00 
1.904.000.00 1,905.00.00 

1,904,000.00 1,904,000.00 
1.911,000.00 1,911,000.00 
1.911,000.0a i.911,000.00 

whel the dep.,O1t voucher wa: 

ktLurodcd 
I*-.pul ILs 
ir U.s. 
Lullar! 

49.440.oS 


204.0o9.51
134,437.52 


Iuu08.98 

2,249.oO 

13.9o3.o! 

42,0UU.0U 

1,7o8.52 


243,54t.51
2 ,0u0,00.00 

80,009.02

ll1,l..58 


,ll,11l.ll 


2u0,u0.00 

2ud,uO0.uO 


7uU,000.U0 


19.27 

775,82.07 


44d,275.so
775,02,07 

531,914.89 

531.914.89 

531,914.d9 

404,255.32 
200.000.00 

51,9S7.98 
480,042.02

4014-S
477,o90.29 


22.309.71 

50u,(J00.00 
477,o00.29 

522,309.71 

500,000.00 

502,878.07 

497,121.93 


AL:LUoI (.UI 

LapU ILs Differences 
uLiiiuki reL 
 i U.S. 
Lciai kaLe Dkilars 

47,udc.32 (2,354.33) 
i'4.923.34 (9,740.17) 12b,035.73 (9.401.79)
 

g,00o.04 (480.34)
 
2,142.47 (107.13)
 
13,298.07 (c04.94)
 
40,000.00 (2,0.0.00)
 
I,084.00 (84.52)
 

-31,9S0.9o (11,597.55)
 1. 94,7o1.90 (951238.10) 

,4a.472.60 61,803.58
,i1l .l l
 

,i11,1ll.1l 0
 

- i,-00.O0 
 0
 
.J0,000.00 
 0
 

4"o0,Co.07 (233.333.33)
 
o:3,333.33 015.70 0.57)
 
"75,o2.07 0
 

446,275.8
"7S8o2.07 00 

531.914.89 
 0 
531 .914.89 0
 
531,914.89 
 0
 
44 .255.32 
 0 
1J0,000.00 
 0 
"19.957.98 
 0 
480,042.02 0
4 27090.29 0
 

522,309.71 0 
50,00.0 0
 
477,941.17 250.88
 
-52,S84.03 274.32
 
.J000.00 0 

b2,878.07 0
 
4V7,121.93 0 

prcpared rather lh4n ,, the excta.nge rate in effrct
12/30/85, above, were recorded 

a 
at an exchanle rate of1/o/80 (7 day:. 1Ater)to LL4$1) should havc 4nd the excAngc rate crzCCLIVc On WLatdate (1,771,000been used to calculate the dollar equivalent aaomts. Similarly. the two 5/30/8o deposits6/2/4o Waon shou-n .Oove were actually deposited oathe excJhngc rate was 1,904,000 to the US dollar, IrsLciid of the 1,905,000 to the US dollar tLht WaS used. 

"D
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C.UB supreme jL&.jwi,4c k..teAJ 
oto WLrce AouuaiL L p blLcd IIn U.eJ by Wb RccurdcJ Actual GCJ8 

t~pObit CLOmOdLty Treasury PL-4aO ,PcClal Ac.Cjuit CCntrdl bank'b tu kr.J LcpUbtt LepobIts Differencts 
Vuushcr % I clIL ACcoUnL Voucher In LAl Currncy 1itlricbL Lcgal IkjpublI. t in U.S. Ub gl Hilest in U.S. 
PrepmrW. Nmber Number Number (Pcbu! bo|ividilub $u) Lxchaine kAte SpecIl ACCt. bulldr! Legaidl KAte Dollars 

00/7/b0 2O25s 0-2-359 012-10 VUOddU.uuU.Uo UU I.. l8,uU0.OU 1,qIa.Uuu.uU 51o,lo2.07 Slo,1o2.67 0 
10/07/1o 202S 0-2-359 012-10 92.0UO,.uuU.Uuu.ud I,q8,'UUU.00 1ld.*uuu.UO 463,s37.33 483,837.33 0 
ll/26/8ia l7o52 0-2-318 014-11 t#n3.0U~UUd'U.UU6 I ,92OtjdO.00 lq2b.UU.UU SOUUu.Ui SIJO.00.0 0 

%m.bLutLaInaI ctob ksjI I v IAno! $b. 15.72o.aejs.h45,uu3.o7 	 U~5*I51 571 .aS $d4,356,084.47 $(793,487.38) 

01/2o/97 S/ 99Yi999 9-9-999 020-01 1 .92.4Uu.u0 1,9284 1.24 IO00,OtOO.O) 1,000,000.00 0 
OS/ 1/i7 - 69-S 2,02Uouuo.O 2.u2uO 2.u2Uu I,000,uO.00 1,000.000.00 0 
1213017 203-12 1,0SOuU.00 2.2100 2.luu 500,OO.uO 497,227.27 o/ (2,272.73)7/ 
03/22/44 	 5-3 2,2':u5uOt.uO 2.2700 2.27U0 991,189.43 991,15M.43 0
 

bubtotal In bIlivi.nos b. 7,2t3.40u.b0 	 3,4Y1,119.43 $3,488,916.70 S(2.272.73) 

GranJ Total iniiboliviano b,. 2o.02u.8.a5 	 $s.o42.7ol.2I $87,547.001.17 ($795,760.11) 

S/ 	On Janary 1. lq17. ulivi's forcdn currecy k changcd frus "Pc!.o:. bolvianob" ($b) to "buliviguou' (bb.) by dliung six zeros. 

cdi The Lxccuatlv Secretariat and UCCP Officeb crroncoubly st:d n exasigc rte that was effectiv. wn the date the dcpui t voucher was prepared (i.e. on 
12/10/87 at hb.2.1,) rather than Lh&-. d.Lt tfl procccd . were 4CtU'ally de1pobitcd Into the prugramo' sp:ciAl bank ,ccouitL (i.e. on 1/4/88 at Bs.2.21). 
This erroneous ©cangc rate ovcrbLst;d the GOUB'± dpostL LU tMC special ACCOuet by $ 4,524.89. (Note: Aftecr the RIG/A/T audit team inforacd UCCP 
perbuniel about the error, L.XP persomel corrected Lha entry uL their ddLA processing unit without making a formal accJUnLing entry to their books 
and reords. ) 

7/ 	Oni )by 5, 19bs the audit teas reviewaed UCCPWs financial recorab that is. kept ior recording dposits to the 1978 Title III Program Special Arcoimit. 
[sring tLh revie, we determined that UCCP accounLnts recorded the deposit as being mdad on January 3, 1968, or three days prior to the time the 
proc were actually deposited iIto the special account. 

0tli 
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1q85 PL 480 Title I Program 
Schedule of Deposits I/ 

As of Mdy 4, 198 -

Dote 
GOB Supreme 
Decree Am-uCxit Deposited in 

Exchange Rate 
Used By GOB 

GOB 
Recorded Actual GOB 

Deposit Commodity Treasury PL-480 Special Account Central Bank's to Record Deposits Deposits Differences 
Voucher 
Prepared 

Shipment 
Mmber 

Account 
Nhmber 

Voucher 
Nmber 

In Local Currency 
(Pesos Bolivianos) 

Ifighest Le-Wal 
Exchange Rate 

Deposits to 
Special Acct. 

z.1 U.S. 
Dollars 

Using Highest 
Legal Rate 

in U.S. 
Dollars 

09/27/85 20858 0-2-305 000210 401,450.357.936.00 1,075,000 1,075,O00 373,442.19 373,442.19 - -
11/22/85 20858 0-2-365 001812 442,531.451.248.00 1,230,000 1.230,000 35;2.'.67 359,781.67 - -
11/26/85 20858 0-2-36S 001812 9q,204.896,270.O0 1,342.000 1.342.000 v3.9t.88 73,967.88 - -
12102185 20858 0-2-365 001812 808.448,90.o640.00 1.593,000 1,493,000 541,492.90 S07,SO0.88 (33,992.02) 2/3/ 
12/23/85 
01/10/86 

20858 
20858 

0-2-36S 
0-2-365 

000102 
000102 

S0,724,377,871.00 
262,So7,898,750.00 

1,628.000 
2,16,0O00 

1.573,000 
2.166,000 

32,246.90 
121,222.48 

31,157.48 
121,222.48 

(1,089.42) 4/
- -

01/14/86 20858 0-2-3o5 000102 22,065.000,000.00 2.426,000 2,42.,000 9,095.22 9,095.22 - -
01114/86 20858 0-2-365 000102 22.702.910,00.00 2,426.000 2.426.000 9,358.17 9,358.17 - -
01117/86 20858 0-2-3b5 000102 790,817,982,950.0o 2,519,000 2,519,000 313.941.24 313,941.24 - -

01/120/86 
01121186 

20858 
20858 

0-2-3b5 
0-2-365 

000102 
000102 

193,q86.071.280.o0 
Io2,243,591,250.00 

2,519.000 
2,400,000 

2.519,000 
2,400.O00 

7t.850.37 
6 

, 
6
0 1 

s.0 
76,850.37 
67,601.50 

- -
- -

02/07/86 20858 0-2-365 000052 264,609,771,199.00 1.832,000 1,832,000 144.431.b5 144,437.65 - -
02/12/86 20858 0-2-3c5 000072 80,000.000.000.00 1.828.000 1.828,000 43.7t3.68 43,703.68 - -

I/ 	This schedule of deposits list:n R for the period Februiry 4. 1985 through May 4,1988 was prepared by the GOB's Executive Secretriat. The audit 
team reviewed this listing, and also applicable DCCP and UCCP records. for accuracy. 

2/ 	 Parentheses indicate overstated GOB recorded equivalent dollar deposits to the special account. These equivalent amounts are due the special 
accont and should be deposited in the near future. 

3/ 	 The DCCP and Executive Secretariat Offices used an exchange rate in effect on December 1.1985 at Sbl,493 to tne dollar, rather than the recorded 
exchange rate (December 2. 1985 at bl1,593 to the dollar). This exchange rate error resulted in a GOB overstatement of $33,992.02. 

4/ 	 DOCP and Executive Secretariat financial administration personnel recorded the GOB deposit at an exchange rate effective on December 22. 1985 at 
$b1,$73 to the dollar, rather than the recorded exchange rate (December 23, 193 at $bl.628 to the dollar). This exchange rate error resulted in 
a GOO overstatement of $ 1,089.44. 
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Lx,-haFlit ,tGOB Supreme 	 COH 

munt tr-, it*-iv) 	 LIk. Ilv W8 RecorJpd Actijl )R
ite Decree 	 an 

DftfPrenco F;
11-180 Spwc. iii Account Central Nsnk's tn Record D1w)-, 1 -prsot

Deposit Co~modty Treasury 

Voucher in Local Currrncy Ifighert Li-gal 0.-Posit to in U.S. Using llihest in U.S.
 

Voucher Sharpwn t Account 

Legal Rate Dollars
 

Number Number (Ile~s oIvianos) Lxchange R.ite Sp-cijl Acct. Dollar%

Prepared Numer -------------- ------------- ------------ ------------ -----------

1..36.000 I.R36.0')0 Q,Q34.75 19.34.75 
36.6(1020h. 3'0.00 

m.z3.4..O.000 I..R42.1)) 474.7-S.14 4'4,75.4802/20/16 20858 0-2-365 000013 	 " "
 
000013
02/24/36 20858 0-2-365 
 "82.!31
I .. 	 182.Q31.24000013 3.3f(Sh2 Z.10().0n I q8 ..
02/27/86 20858 0-2-365 	 51 


1bi,81A.43 161.8'9.43 - 
02/28/86 20858 "-: -365 000023 300.21.491.000.00 1w"5,00) I,A5.000 


05/06/86 20858 0-2-365 000085 1.32.10f).451.9-0.00 1.QO.6.0O IQ06.0O'0 19. 87.q6 719,8R.96 
11.643.73 - " 

0-2-36S 000155 22,1SR.00Q. O.00 1.Q03.000 1.903.000 11.643."3 
05/14/86 20858 


20858 0-2-365 000155 313,SI .%2,310.0 IQ03,000 1.03.000 164.74-.64 164."4'.84 - 
05/19/86 
 54,771.20 - 
05/22/86 20858 0-2-365 000155 1(14.22).600.0)00.0 1.Q07,000 ,o0300 54.771.20 

13.SO0.0O "
 
06/06/86 20R8 0-2-365 0001-9 	 2,.n'0.oOn.n)O.O0 1.04.000 I.9ni.000 13.500.00 


I3.HI. 20.00 1.004.000 .(f14.000 7.273.38 7.273,3 
06/10/86 20858 0-2-365 0001-9 


0020-6 1.41 .1, .fl,.nli I .ns.nri I.Q6.0.00 I.Rog. IQ I.09,2 - 
06/16/86 20858 0-2-36S 
 12.374.63 " "
 

0-2-365 0001-9 21.,ISI. "0. 0.).0) 	 .(40-1.009 .14.0) 12.3-4.63 

07/23/86 20858 

02/17/86 
 21070 0-2-3'2 0-S12 "R,-2M.31.6mu.00 l.R.6.000 I.N:6.rt0 32.162.28 32.1622 - "
 

02/28/86 
 21070 0-2-372 00'u123 68I..R.323.280.00 1.85.000 1,YSS.000 36.A'2.41 36.8"2.41 - "
 

03/12/86 21070 0-2-372 000014 5Y.83.31S.000.O0 1.88.000 I*.R".000 285.305.31 285.305.31 " "
 

Sh;.714 .QO.(uO.O0 
- 1.HR8.000 1.RH8.0(10 209.637.17 	 299.637.17 


03/14/86 21070 0-2-372 000014 

3.2S 3.07.'b 3.253.0 1.76 - 

05/06/86 21070 0-2-372 000085 6.200.351.'3.190.00 1.906.0(00 I.'Jfv").00 

1.902..000 1 0' 2,L3.694.38 	 283.694.38 - 

0-2-372 00015S 539.Sh.720.000.00
05/20/86 21070 	 "
 1.90,000 1.9021.000 41,4'1.22 41.471.22 
210'0 0-2-3'2 no0155 H.R78o2sO.440.00
05/21/86 

1'3.793.84 - 
2 000155 330.7:0.5'6.120.00 1.Q03.900 10.o000 173.713.84 

.Q0I.000 581,558.05 51,5s,.03 -"05/22/86 21070 0-2-3 

nnol55 l9,100.28b.0MI.00.09 .,900
05/23/86 21070 0-2-372 


1.)) 1tj.O00) 143.056.44 	 113,056.44
0-2-3'2 000I5S 21 52.S:3,6X0.00
,003.000
05/27/86 21070 


0000 . o000 I .o ,05.000 I.1o5.000 100.000.00 100,000.00 - " 
05/30/86 21070 0-2-372 n0016-6 190. r,). 

1.901.000 28.886.55 28,886.SS

0-2-312 0001-9 ,.noo.noo.(oq.0 1.904.000


06/05/86 21070 
.12.000.00 .04.000 1,001000 5,009.3 'S009.93 - 

06/10/86 21070 0-2-372 00l-Q 11 4, ) I 	
- 700.448.67 700.448.67 

06/16/86 21070 0-2-372 0020-6 I.331.3 4 .'1 ..810.00 I.r05.()Or I.(03.000 

I.901.0O0 23.233.88 239,233.88 - 
21070 0-2-372 0001-9 4 '."0 1.312.01o.00 1.Q04.0r006/20/86 


-4 
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--- --------------------------------------------------------------------------------------------------------------------------------------

Dite 
Deposit 
Voucher 

GOB Supreme 
Decree 
Comod:ty 
Shipme-nt 

Treasury 
Accotmt Voucher 

AJDouint [-r)',it,-J in 
PL-4M0 Sipcti-l Akcount 

In Loc l Currency 
Central 
liiihest 

H4,,k's 
Le-ual 

Exchanve- Rite 
IJCd 84v( JH 
to Rt-corl 

[i-oposit% to 

GOB 
Recorded 
lk-pos I tS 
in Ui.S. 

Actual GOB 
IeposIts 

Using lhaihest 
Difference-

In U.S. 
Prepared Number abtr umtkr (Pesos BoIvijnos) -xcnhan te Speclil Acct. Erllars Lri-al Rate Dollars 

06/27/86 21070 0-2-372 0001-9 	 1,4.1B1.B28.0O 1.905,000 237,881.46
.905,000 23.8,91.41 

G6/27/86 21010 0-2-372 o,.0lo0.00 .'005.000
0001-9 Q00.0O. 	 I.905,000 1.S4 '2.+ 472.440.94
 
07/10/86 21010 0-2-372 0001-9 
 '1 &' . 1<'.903 .no0 I ,103,0u0 350.911 .0- 350.931 .08 
07/15/Sib 21070 0-2-372 0010-7 1511,4%,8,So..0 .90.,000 I.- 4,004.00 79,567.68 
07/23/86 210,0 0-2-3'2 0001-9 QoO.000,;:),)00.ig ILq0 .000 1 . 4,00 ,42 .6ml., 472,89.08 
07/23/86 21070 0-2-372 0001-9 
 q00.000.0{f.Oi0.00 1.904,000 1,994.000 i2,t8;.0! 472,689.08


7
07/23/86 21070 0-2-372 0001-9 42 ,C3tj.34H,4mO.00 1,q04.000 1.04.000 224,Sv, . 224.5u8.92
 
07/29/86 21070 0-2-372 0001-9 410.1200.250.00 .905,000 1.90S.000 231,112.4. 231.112.49
 
07/29/26 21070 0-2-372 0001-9 900.000.000,000.00 3.905. 000 1490S.000 4"2.440.94 
 472.440.94
 
08/05/86 21070 0-2-372 0009-9 2b.01I,2.800.00 1.90t,000 1.906O,0U0 13,649."; 13,649.S9
 

Subtotal of deposits in Pesos Bolivianos $h 2. .l2, ,32. i.00 	 13.294.932.,1 13.2S9,851.27
 

06/26/87 20858 0-2-365 98-6 	 . 3. .l 2.06 / 2.O 
 17072.4: 17,072.42
 

Subtotal of Deposits Bolivianos B. 1,jtq.lq 	 17tD72.4. 17,072.42
 

Grand Total in Bolivianos Bs.24,'e,.36.h2 	 $13.312,00S.13 ",/ $13,276,923.69 (S3S.081.44)
 

S/ 	On January 1, 1987, Bolivia's foreign currency %rischanRed from "Pesos Bolivianos" ($b) to "Bolivianos" (Bs.) by dte:ting Six Zeros. 

e/ 	 As of Aby 4. 1988, UCCP's accounting of Title I deposits differed from the Executive Secreariat's recorded balances by $313.486.08 UCCP's recorded 
deposits to the 1985 Title I Special Account totjlt-l Bs.24,'6'.361 or $12.998.519.0S. 

0 
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I'J4! PL 28O Title III Program 

Sche'dule of D-posItS 
ks of May 4. 19"8 1/ 

Doteeposit
Voucherpiosient 
Prepared 

GOB Supreme 
Decree

iCoiodity Treasury
Acount Voucher 

Nuber Nijheir NVucher 

Amount De-posited in 

PL 4f Src I II 
Account In 

Local Oirrencv 
(Pesos Eroiv1nm,) 

Central Bank's 
mhihrst LeRal 
Lxchange Rate 

Ebch.inG RBte Used 
by (Xli to Record

Deposits to 
Sp0C ,1 A~count 

GB Recordind 
L*posits in 
U.S. Dollars 

Actuil GOP 
D-poiits

Using Ilhihest 
Legal Rate 

D U.Ser.r~CC 
In U. 
Dollars 

0/IS/36 21308 8 0-2-3TS1 OR0 1- - 005-1'S I 900.0000.00 . 000.O0-,S -Q .Q22.000.00. 2 (, ).00 468n2o2.2346R.:62.Z3 469.262.23468.162.23 

10/15/86 
10/15/86
10/1S/86 

10/15/86
10/15/86 

I0/22,'66
10/2i/3610/23/86 
11/07/86 
11/07/86 
11/07/86 

21308 
21308 
21308 

21308
21308 

21308 
2130821308 
21308 
21308 
21308 

0-2-3-5 
0-2-3"S 
0-2-375 

0-2-3"S 
0-2-37S 

0-2-3'5 
0-2-3750-2-3AS 
0-2-375 
0-2-37S 
0-2-3'S 

005-11 
005-11 
005-11 

005-11 
OOS-11 

0001-1 
0001-100S1-1 
0001-I 
0001-1 
0001-1 

Q000.) O.000. 
- ') 1.922.000.00 

900. 0)o.on'.). (in1 1.922.000.0010.02,0(10.0O 
900.U00.00.O0oo.O I.922.000.00 

48I 1.022.000.00 
900.0f0O.000.OJ00 

S5SO.I .bO".fll.O0 1l.922,000.00 
104.220.000.000.00 1.922,000.00

Z5423Q.0'9.000.o 1.922.000.00 
265.127.00.$30.00 1.924.300.00 
2500.20.30.00 O 1.92.,000.00 
900.000.00000U9'.00 1.24.000.00 

0 

1.92.0U9.00 
(23.-31.;.o,.022,OOn 
,'-2.000.O0 
.22,0U.00

1.422.000.00 
1.922.000.0O 
1.9.000.00 
1.924.000.00 
1.024.000.00 

4b8.2b2.23 
48.2 2.23 
P38.262.23 
234,2368.12 
1b8.2 Z.Z. 
2H0,618.94
54,224.77 
23,334.50 
137.800.26 
467,775.47 
46.7 S.47 

d68. 62.23 
46R.262.23 
468,262.23 
24 37.12 
468,262.23 
2 Z6.613.94
54,224.77 
23 .334.S0 
13 " .800.26 
461.77S.47 
467.77S.C7 

11/11/8612/10/86
12/10/86 
12/10/86 
12/10/86 
12/10/86 
12/10/86 
12/10/86 
12/10/36 

2130821308
21308 
21308 
21308 
21308 
21308 
21308 
21308 

0-2-37S0-2-30S 
0-2-3-S 
0-2-375 
0-2-37S 
0-2-375 
0-2-375 
0-2-375 
0-2-37S 

0001-I01'-12 
017-12 
017-12 
017-12 
017-12 
017-12 
017-12 
021-12 

231.S3.2.'I,SO.OO9o0.000. O0U.U0.00 
900.OOOO00OtU0.00 
9o.000.000.000.00 
900.000.000,000.00 
73.04.003. 30.00 
g9o00.000,000. O 
QO0O00,OUO.0 0.00 

9,..60,Ofr,.00.O 

1 1.924.000.00.Q26.000.00 

1 00 
1.026.000.O0 
1.26000.00 
1.Q26,000.00 
1926.00000.00 
924.000.00 

1,924,000.001.,4.6.000.00 
,926,bC.001.926.JOU.00 
,926.1.926.000.00 

1.926,000.00 
1,2,O6.000.00 
1.926,000.00 

1,924,000.00 

120,$57.81467.289.72 
467.249.72 
4t7.289.72 
467,289.72 
411,762.20 
467,289.'2 
467,209.72 
10,010.40 

120,557.8146b.2.72 
4t7,289.

7 2 
467.2 9 

.72 
467.2R9.72 
411,762.20 
467,289.72 
467,239.72 
10,010.40 

Subtotal b14,601.37S.18-.5 
4 3'00 $,592,146.41 S7,592.146.41 

J/ The above schedule of deposits for the period April 9. 1QR6 throuih 

revlewed the accuracy of the Executive Secretariat's 
schedule as well as 

May 4. 1988 was prepared 
applicable UCCP records. 

by the GOB's Executive Secretariat. The audlt em 

0 
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Lkte 
LikjcpuL 
V %her 
Prepur c 

Decree 
CA.i.uJIt y 

ippen t 
Nu.be r 

Trda.ury 
AA:caunt 

Nbr r 
Voucher 
h ber 

PL 460 !:peci,-' 
ACCoUnL IV 

Local Currency 
l~ij.O5 S/ 

CciItrl ' 
itheict Leg-&I 
-xchunee kite 

byk~u'. Lk..tU~uJ 
by Gub Lu 

Lxv,: i Lp . tu 

,pxial Aj..,ou.t 

ib 

Lz-j'..,..t..Lt, 
J. . ..... 

IUDferns 
0.po',t 

L ghet 
LCN..l kite 

iCufdU.S.Diffrces 

in U.S. 
IXollarS 

0111o117 21305 0-2-375 OO9-1 1.i2'9 S,,9r2.53l.'259 2, 

01120i87 
0wI0Y/7 
03/25/87 
0 )o/1 

II/0$a7
11/05/67 
OL/27/8O02/12/58 
02/129/88 

03/22/8S
(M/O7/88
04//aI 

21305 0-2-37S 

213U8 0-2-375 
21 3 0-2-375 

213u5 u-2-375 

21305 0-2-375 
21305 0-2-375 
21ovO21090 0-2-3790-2-379 
210 0-2-3790./ 9 0 2 1 otoo10-2/7 

21090 0-2-3790 
21090 0-2-379 
2logO 0-2-379 

0019-1 
045A-3 
0044-3 
OaS-o 

175-11 
179-11 
0014-10030-2 
00o-2 

0u57-272-4 
73-4 

952,3o9.O5 
2 

7,4,I, I1.31 
5,9u2.o]5.80%2,,21o.t14 

c 
352,577.07 

5,431,957.ol524,452.31 2/ 

1,74,7.078 .o .8 

57t,170.7d 2/--3,072,4oo.05 
3.225.7T5l.13 

l1.-0 
.US 
2.0000 
2.uOuu2.13uu 

2 .13W 
2.1400 " 

2220u-223o 

2.2oO.5o1.5 

2.27002.2900 

2.3uo 

I.922. 

2.O8u' 
2.u uO,.Iluu 

1.13uu 
2.14uu ' 
2.23u0 

2.uuu,b19.73 

2..7U2.)9u..901.4.0ul-

2.3uuu 

L, .9 

3.74 .4i.347. 
25,.2 !. - -C, 

1o4. " .-
• 2,4.,3:.4 

2.'., .o 2/ 

7 -.7 

2s3.811.71 2/1 ,5 . Sl 

1.4u2 .-A.> 

3,754,42..70 

2,05,47.515787 

164,75S.92 
S2,440,b27.75 

24527.10 21235,193.50 2/ 

793,2302625o21 21 
231,341,o88 .S1,4.55 

1.402,513.53 

1 7 V0 9 2.2S 

2 

415/4tot.1 b 35, .249.32 $17,111 .14'.42 $17,122,119.74 

ToLa1 
ToLAI, 

bb 5,So,249.32
bs, SO 5 10 1o4.5 &.4.7u' .29-. 3...,....,.....a. $24.714.200.1S.. . . .. . .-.. $10,972.32 4/. . . 

record of GUB depobits to the 1986 Title
LUCP's UffIcil Iy 4, l4"as

he RIG/A/T audit tam A copy of 
19 8 UCCP management pers.ciuel provided "UCCP accc-jitllats notIficd tne udJIL tes that, two depoSiLS tOtaliIIg

2/ Cm Key 5, adUJLtors began reviewing Lhe schedule- III Speclal *CCOunt. Shortly after he on
made w. Ftbruary 23. 195abor $5,.3.80. and the other was made 

deposit record. Cnc dcpusit had been a copy of the4489,013.59 had beem left off he official 
the dcpo5Its to thcir word procesing unit data baSe aid provided the auditors with 


Obrch 22. 1Iva for $253.819.73. UCCP quickly Added 

DW' OfilClal" derpi.1t record. 

$b2.23 tO the dollar, rather 
nAgC raLtC effective o.Januair 2o, hItoS at 

recorded this Gets deposit at an exc. 
I/ UCCX nd Lecutlive SecreLariat personnel 

rate error rcsultCd in a ut w&JersLtdtecaflt of $10,972.52. 
1955 at $b2.22 to the dollar). Thi- cichdnrg 

-ha the recorded date (January 27, 


TitlI 1.JlProgram.
ommi by the GOts to Lhc PL 450 1950 
be applied as a reduCtion in the arrearge balance 

4/ This amowtaod a&mout can 
ty delcLing Six Zeros.

boliviu4io:." ($b) Lo "boliviaiOb" (bb.) 
5/ (n Jaimry 1, 1"7, Bolivia's foreign currency was changed fromi "Pcos 

N3 L.J
 

http:10,972.52
http:derpi.1t
http:253.819.73
http:4489,013.59


EXHIBFT 'i 
Page 1 ofU 

SUNIRY 
Of Ilm:r IFIED 

PL 480
 
INTERPROGR1M LOANS 

From 1978 ritle III to Title 1 $ 485,820 

From 1978 Title III to Disaster Recovery Project 
 1,646,211
 

Total Identifiable 1978 Title III 
Loans 
 . 2,132,031
 

From 1986 [itle Ill to CAE Program 1/ 3,120,000

From 1986 ritle IlT to 1973 Title ITT 2,500,000


Total tentifiable 1986 Title [II Loans 5,920,000
 

From 1985 Title I to 1973 Title ITt 2,234,209

From 1985 Title I to Disaster Recovery Project 153,649


Total I lentifiable 1985 Title I Loans 2,387,858
 

I lentifiahle Loan Portfolio $10,439,889
 

From 17,3 title tit to Title I. (These
loans were ni)t recordJed by the Fxecuftive
 
Secre tari at or the UCCI.) 
 2,645,075
 

Total Loans Identified by Audit $13,084,964 

I/ CAE st3nds for Credito Agricola de Emergencia (Emergency Agricultural
".'redit). 



5 EX[I[BIT
Page 1 oF-

FUNDS IDENI'iIED BY THE ACCOUNT[NG FIRM 
TELLERIA ORNAICHIEA AND TROCIE IN THEIR 

JUNE 1, 1988 FINANCIAL AUDIT 

Page(s) 
Interest 
Earned 

U.S. 1)ollar Equivalents 
Unused 
Funds 

31-33 
35-37 
37 
38 
40 

M 
11 
i1 
12 

'12 
43 
16 
.17 
17 
'18 
50-51l 

.51 
52 
55-36 
56 

57 
57 
58-59 
59 
61 
62-61 
,6.1 

66 

20,558 
76,534 

30,157 

75,153 
34,140 
26,330 
30,406 
7,557 

10,499 
10,281 
13,846 

8,006 
24,492 
12,204 

32,291 
9,500 

69,163 

18,975 
39,435 
12,645 
Z3,390 
12,093 
39,879 
36,448 

128,410 

48,500 
3,710 

41,030 
2,355 

59,271 

36,223 

98,908 

12,741 

34,945 

32,077 
16,000 

88,000 
101,000 

623,000 

1.10,497 
18,000 

Total Interest 
by Executive 

Earned 
Secretariat t817,392 

Total Jn,ised 
at ICts 

PL .180 Funds 
$1,326,257 
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MANAGEMENT COM4ENTS 

This appendix is a transcript of the official USAID/Bolivia response to

the draft audit report. Their response was transmitted by memorandlE
 
dated January 18, 1989, and was 
signed by the Acting Director. Office of
 

*Inspector General 
comments for each pertinent ssue are included.
 

~tkNAGPWNT COMMENTS 

We believe that the primary tar2et of this audit the PL 480 Executive
Secretariat despite acknowledged flaws that are 

--

being remedied, is an
island of 

--

excellence in a sea of institutional mediocrity. The
successful discharge of the Secretariat's local currency mediation 
function is widely
 acknowledged within Bolivia and
Title I/Ill pr-o~'rarns. by other Missions with
In fact, we believe that the Secretariat is a
model to be errnflated in other Title I/Ill programs where local currency

is project ized.
 

OFFICEOP INSPECTOP CENEPAX. (01W) CCWPNT 

The only objective of this auOit was to determine whether or not there was a8eoiate accountability for local currency in Bo]ivia.
linfortunately, there was no assurance that these funds had been used for

apreed upon purposes. The Exeun ive Secretariat is dearly not the model
for adenuate accountabi 1itv for local currencies. 
Bolivia's Executive Secretariat may well become the model envisioned by
LJSAID/Bnlivia when deficiencies in accounting, administration,
orpanization, and 
internal controls are corrected. 

?.IALNAGFMFNT COtTNTS 

This memo constitutes USAIT)/Bolivia's formal response to subject draft 
audit report. Mission comments are provided for each section in the 
report as follows: 

Execiiti yeSummary 

The Executive Summary, as presently written, does not, in our opinion,

accurately reflect the management situation of the PL 480 Program and the
 
etanr IIC'ATflJn. ffi! U. - . . - *- * 
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OIG COH ENr
 

Finding No. I demonstrates that the local currency program 
was already
six years old before ISAID/Bolivia established a monitoring capability.
 

%ItkNAGFDTN7 COWIFNTS 

... The Mission itself 
 realized that there were problems and

initiated actions previous to 

had
 
the arrival of the auditors to correct
deficiencies. The Executive Summarv pives the 
 impression that the


corrective action is only and
recent results purelv from auditor's
recommendations. and not 
Mission initiative. In fact, on page ii the
au'titors mention that the Mission "recently" had initiated action to
correct "some" deficiencies, when it would hav- been more 
appropriate to
 say that inp Februa ry, 1988 the Mission had taken concrete steps tocorrect manapement problems detected under the Tel leria report .... 

Other than in several meetins anI conversations during, this auditconcernine what SAID/nlivia planned to do,, the T was no evidence that"concrete steps" had already been taken in Februarv 1988 to correctmana.ieinpt prohlem- detected in the accountinp firm report. This auditstarted on March 7, 1988. Concrete steps taken by USAID/Ilolivia toimprove its own mciitorinp capabilitv subsou.nt to the start of thoaudt, t were: the issuance of an April 1988 directive on the localcurrencv program, the formali zal ion of th, duties of certain local
cirrencv persoial services contractors through conlract amendments issuedin April 1988, and plans to augment its local currencv staffing. 

!IA,,,-.-'2PT'!U CO,.'NTS 

... It is also important to point out that previous local independentaudits had given the management 
not 

system a clean hill of health, and haddrawn USAID/Bolivia's attention to potential management arn,. controlproblems. In essence UISAID/Bolivia had independent verifications
the program was operatino efficiently. 

that 
Only after discussions with
Telleria did evidence of
the problems emerpe and corrective actions 

ini tiated. 

oic coWi -r 

Finding No. I recognizes that three previous financial reviews had given
a generally positive impression of host government financial practices.
Finding No. notes
I also that a July 1987 evaluation report advised
USAID/Bolivia that accounting, internal 
 control, and reporting

deficiencies existed 
as far back as June 1984.
 

http:subsou.nt
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MikNAGDMN7T CO% ENTS 

With reference other of the Executiveto parts Summarv, we have the 
following comments: 

A. 	 Pape IV, states that adec@Jate controls had not been established and
that there was no assurance the $93 million in local currency
proceeds had been disbursed for mutually agreed upon purposes. We
take strong exception to this statement. We believe that sixch
statn,)PI't are 	 urncess-arv arni border on the sensational. Nei t herthe auditors nor this Mission have enough evidence to prove this 
statement. Although some controls may not be completely in place.the Mission onwstions the auditor's use of the $93 million figure.
11SAID/Bolivia issues implementation letters for each project funded
with local currency and determines that funds are used for the 
purToses expressly stated in the a~reements. 

B;,se on the irplement at ion letter the ES disburses funds tn
projects. The ES only disburses funds after the appropriate
financial documentation has been provided showing exp,-nditures ofpreviously disbursed funds. The Missiori agrees that there mav not be
complete assurances and verification that all funds have been
disbursed for mutually agreed upon purposes. However, it isunconscionable that a non-verified figure of $93 million be used to 
exaggerate a point the auditors wish to make. 

OIC, 	CO. FN? 

The accountinp firTr of Telleria Ormachea and Troche issued an "adverse
opinion." The reconstruction of 10 years of accountinN records,
st renp t heni n, of internal controls, concurrent aud it inp,, ar .estahlish'jent of such basics as accounts receivables for loans may in the 
near future enable the executing entities to obtain a "positive
cert ificat ion" that funds were used for intended purposes. Al so,
"verification" is a basic audit techni aue. It is used byv government and
external auditors in accordance with prescribed auditing and accounting
standards. It should also be used by managers as a monitoring tool. HadlJSAID/Bolivia verified reports and transactions on a periodic basis,
several of the problems identified in this report could have been flagged
and corrected. Using prescribed standards, the accounting firm verified
local currency disbursements totaling $96.7 million as of theirestablished cut-off date (see page 4 of the firm's report). Using the 
same standards, we verified $93 million equivalent in disbursements as of 
our established cut-off date (a month earlier than that of the accounting
firm). USAID/Bolivia's statement, that the $93 million ecuivalent is 
non-verified, is erroneous. 
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MtkNAG E'NT CObA,!1,S 

B. Pape IV, also cites the issue of exchanpe rate errors. The Missiondoes not agree with the interpretation of this issue and discusses it 
at lenpth umer Findinp No. 2. 

C. Pape V, contains incorrect information in that it states 
that th(
Mission almost sipned the FY88 Agreement with incorrect delincuentdeposit fipures. This 
analysis is erroneous arx is explained under
 
Fir-iin, No. I.
 

P). Or, pape VI, the report states that pranting of full forgiveness isbased on the value of the Bolivian peso when wasit deposited iscontrary to the lepislation and agreement. 
 According to puidance the
Mbission has 
received from Washinpton, the auditor's interpretation isincorrect anl such procedures are inconsistent with the lepislatirn.This issue is also discussed at ]enth ureter Findinp No. 4. 

O(G COC?,qNF' 

These points are addressed on papes 10, 1.2, IS, 16, 17 and 18 of this 
append ix. 

M NA(JtFNT COME.NTS 

F. The Mlission would like to express its concern that many points raisedin this report were addressed 
I:vn 

by Mission responses to the RAF's.though the Mission took a preat deal or time to respond toissues raised bv the auiditor's in those RAF's, there is absolutely noevidence that Mission comments were intotaken account. The Missionis thus forced to reiterate its position vis a vis those issues andrefute erroneous positions taken by the auditors. This repetitionresults in a tremendous investment of Mission staff time. 

O1C (:.KfFNT 

Nine records of audit findinp (RAFs) were issued durinp the audit. TheActinp Director withirew USAID/Bolivia's response to RAF No. 1 becauseused an Inspector General cable to depict 
it 

management actions.USAID/Bolivia's response to RAFs No. 2 and included5 certain validpoints that were incorporated into the draft audit report, and RAF No. 3was dropped in its entirety from both the draft and this report.USAID/Bolivia responses to RAFs No. 4, 6, 7, 8 and 9 had notformalized 
by audit conclusion. Those 
been 

responses that were subsecuentlvformalized were considered 
in the preparation of this report. 
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MANAGPM 1N COMIMS 

F. 	We don't believe that the PL 480 report should be combined with the
ESF 	 program. We remird you that only a part of 	 the 1986 ESF local 
currency was run throuph PL 480. In our opinion, these resources 
were well managed by 	 the ES, and should not affect your assessment of
the 	 management of PL 480 funds. The 	 title of the audit should also
be 	 changed to reflect that only PL 480 local currency management is 
addressed in this report. 

OIG 	COMXTNT 

Local currency generated bv the ESF was comminpled with that generated by
PL 480. Deficiencies noted in this report affect the ESF local currency
component as well. The U1.S. Comptroller General has set forth the
standards that must he followed by Federal atditors. The type of audit
and its scope and title are based on these standards. 

MJ'\MTETN7 CONi'{E\TS 

G. 	 As mentioned in our ESF response, full and complete local currency
guidance was first issued in 1987, long after the first PL 480 
program was sivnpd in 1978. We continue to insist that PD-S did not
provide AID missions with specific guidance as to how local currency 
programs were to be monitored, thus the reason why USAID/Bolivia may
not have exercised a higher degree of monitorship over this program.
Since the October 1987 guidance, however, the Mission has taken rapid
and responsible action to e in compliance. This should be reflected 
in the Executive Summary. 

OIG PESPONSF 

Pararaph 2 of the Executive Summary recognizes management improvements. 

MANAGIElN7 COktF.NM; 

PART I. Introduction 

A. 	 Background
 

We have no comments on this section.
 

B. 	 Audit Objectives and Scope 

We 	have no comments on this section.
 

http:COktF.NM
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PART II. Results of Audit 

Mission cannot accept pages four and five as presently

written. These pages contain similar in.ccuracies to those
pointed out utier the Executive Stuary. Specifically the 
Mission takes exception to the comment that neither
ISAID/Bolivia nor the GOB had adeatiate accountir and internal
controls to insure that local currency proceeds were used for 
agreed upon purposes. The statement gives the impression that 
there is no assurance that any of the furlis went for agreeJ
upon purposes when in fact we can be reasonably sure that they 
wrre spent as. agreed to in the relevant impIementatioii
letters. The Mission would accept a statement that the
manageme'nt system did not allow a complete verification that
all funds dishursed to projects were us-d for agreed upon 
purposes an that the internal control system must he 
improved. The blank-et statement is highly misleading. 

Ol ( CO.. 'F 

In light of the accounting firm's adverse opinion, we do not concur with 
ISAIPBD/olivia or its suggest ion to change the conclusion. 

NVNNAG PN.T COVl.FNTS 

A. 	Findings and Recommrdlations 

Recommendationr No. 1 
"We recommend that ISAII/nlivia install appropriate accounting and1 
internal controls by: 

a) 	 obtaininp evidence that the Government of Bolivia has
reconstructed accountin records for the Public Law 480 arni
Economic Support Fund local currenc, prorams from Mav 1978through September 1988 and ohtainin, a certification from a
public accounting firm that the local currency was used for 
intended purposes, 

b) 	 arranging for a concurrent audit of lccal currency programs from 
October 1988 on, 

c) 	 periodically reviewing source documentation supporting host 
government financial and 	 assistancereports providing to correct 
any problems found, and 

d) 	 reouiring USAID/Blivia Controller review and clearance of cable 
and formal communications that contain fiscal data pertaining to
Public Law 480 Titles I and IiI, and Economic Support Fund local 
currency programs." 
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Response
 

The Mission agrees that appropriate accounting and internal controls
be improved. For that reason USAID/Bolivia had hired the management
consulting firm, Price Waterhouse, to restructure ESthe and
establish the necessary financial controls for better management of

the program. Documentation to hire Price Waterhouse was 
initiated by

the Mission prior to the beginning of the audit, a result of theas

firdinps of our own local audit and at our own 
initiative. The
 
report ignores the Mission's efforts 
to correct these problems and
 
incorrectly implies that this was done as a result of the audit.
 

,rdWI1th rVe,, to recomInerlat ions a) and b), the Mission has already

infornil lv solicited the services you recommend for reconstructinp
tho records. lbwever, the amount estimated for this was $175,000, a
substantial cost when takinp into account the benefits to be received
from this tedious exercise. As a result, the ES is already trying toreconstruct previous years' activities and update those activities toJune 30, 1980. Your recommendation b) is already beinp acted upon(with the cooperation of your non-federal audit group), but we
obviously cannot corrply' with the October, 1988 date (concurrent audit means the auditor must be on-board at the start of the fiscal year).
We plan to have the concurrent audit begin July 1, 1989. AID will
fund the audit 
 for the six months ending December 1989, with
subseoe(,nt FY audits being funded by PL 480. The scope of work for

the concurrent audit will also 
include certification by the auditor

that balances as of June 
30, 1989, accurately reflect the financial
position of the PL 480 program. Balances as of June 30, 1989, will
 
be as a result of the work that 
the PI, 480 ES is currently doing on
reconstructinp the We,
records. therefore, recommend that

recommendations a) and b) be deleted from the final 
report.
 

O16 CC tIEN 

USAID/Bolivia's plans to reconstruct 
 records and to obtain positive

certifications 
are consistent with recommendation No. 1. Parts a. 


comment gives the impression that the Controller's Office does not 


of the recommendation 
actions are complete. 

are resolved and may be closed when 
and b. 

management 

RkNAG4ENT CIENfFS 

Mission believes that point d, under Finding No. I is misleading. The 
review
and clear all cables and formal communications that contain fiscal datapertaining to PL 480 Programs. Since the Controller's Office is on for
clearance for all documentation, USAID/Bolivia believes that the
recommendation only underlines a process that is already in place, that
is, that the Controller's Office always clears 
major documentation. It
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is possible that not all internal memoranda may always be cleared by theController, but all major documentation pertaining to the PL 480 Program
must receive that office's clearance. 

1OTC CO P. 7N-1 

Appendix 3 contains examples of major doctimentation not cleared by thecont riller. Also, LA PRZ 16027, dated December 8, 1988, was a major
comnmunication sent to A.I.D./Washi ngton regardinp means of closinp out
the $90.7 million 1978 PL 480 Title III program. This cable, attached aspart of USAID/Bolivia's response to the audit, was drafted by a PS,cleared by the Office Director and approved by the Mission Director.There w-is no evidence that the cable had been cleared by the controller. 

bANA, fl-wvr COMg.'ThI'g~ 

For exaMple, on pape 11 the auiditors claim that 11SAID/lolivia was aboutto execute th," lee, Amendment to the 1986 PL 480 Title III Program with apotential $5.3 nillion ecivalent arrearape therein, that theerror arnl
Cont roller's Office had not cleared the draft amendment. 

First, it is important to point out that the draft amendment was justthat, a draft. The wording in that draft stated that the GOP. was to repay 10 million dollars in delinc jent deposits from the FY78, FY85 and
FY86 deposits in ectial installments .... 

OIG CQ T\7 

In a meeting held on Maav 3, 1988, responsible officials of USAID/Bolivia
agreed to delay the signing of the 1988 amendment until the cumulativedebt figure was deter, ined through audit. Also, the wording in the draft was that the G)P. wotld agree to deposit $1.0 million [eouivalent] permonth ovr 10 monlhs into the P1. 480 special account to cover past debtat -CUmJlated urkier the, FY 78, FY 85 and FY 86 programs. Finally, at the
May 3, 1988 meetin, ISAID/Bolivia officials expressed their desire to
formalize and execute the amfndment within 10 days. 

RANAGFYEN7 C045TN'S
 

... The fact is that the debt from those three years was $10 million
that the Mission had not yet included 

and 
the debt from the FY87 program in

the total 
owed. This omission was due to a GOB promise to liolidate thatdebt incurred through sales of wheat theto military under the FY87 
program before the signing of the FY88 Agreement. The Mission was
awaiting confirmation from the GOB whether or not payment would be made.Once it was confirmed that no payments for salesthese would be made,
USAID made the appropriate adjustments in the figures
....
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OlG COtWfFT 

The debt was cumulative from the time that the first PL 480 agreement was
executed 10 years ago. USAID/Bolivia changed the language of the 
anrmdment after consulting with audit. There was no evidence that
USAIID!Bolivia was awaiting confirmation that 1987 debt would be 
Iitjidated. In fact, iUSAID/Bolivia was well aware of the military's
inability to pay. 

MAKcGDIE\-F COAffFNTS 

... The contention that the auditors prevented a $5.3 million error does
nr,(t appear to be sustantiated by the facts, since USAID was aware of the 
FY8 debt, and wa awaitinp a final GOP decision before including it in 
the total debt figure. 

01c C0Cfl1N7 

hr. cumulative debt was verified through audit, and was disseminated to
USAIP 'Bolivia, which in turn, made prompt corrective actions in the
amenIFenct. 

The contention that the Controller's Office had not cleared the draft is 
true to a point. The draft document had been passed to the Controller's
Office for comments and clearance, but it had not provided their input at
the time the auditor's cite. The document was thus in Controller's hands 
for comments and those comments and/or observations would have been 
incorporated into tho documont before it was placed in final form for
siuninp. This fact was demonstrated with documentation presented to the 
auditnrs durinp their visit. 

OIC CokfFf\T 

Wf apree that the controller had not cleared the draft. 

PANAGETN'T COt4ENT'I'S 

Mission can accept the general recommendation regarding controller's 
clearance as a reaffirmation of Mission policy, but suggests that the. 
auditors revise their commentary to remove the erroneous statements 
reparding Controller's clearance of the FY88 agreement and the potential
$5.3 million error. 

OIG COMMENT 

Part d. of recommendation No. I is resolved. Commentarv on the potential 
error has been retained. 
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4NAFMT C0M17-NTS
 

Firin. 2. Delincijent Deposits Could Total More Than IS.3 Million 

Pecomrendat ion No. 2 

"We 	 recommer that TSAID/Bolivia: 

a) 	 detenine, the highest legal exchange rates on the dates 
that deposits were actually made into the Public Law 480 
special accounts anI have the Government of Bolivia make 
corresprnlin, adjustments, 

b) 	 have the Gowrnment of Bolivia immediatelv deposit into the 
1978 I'lilic Law 480 Title Ill and 1985 Public Law 480 Title 
I sp.-c: i al accounts $795,760 eciivlent ar-i $35,081 
eoui ~wile, i related to exchanpe rates errors, incltking any 
accT-JV int er(st : and reduce the arrrarav'e balance owed 
t he I 9R, ihil i c Law Title Ill Special Account by an 
ef( ivaIen: $I0,072, incluJ inp interest ac cned. These 
values are based on audit review of errors made when the 
deposit vouchers were prepared. 

c) 	 advise the Government of Bolivia that if the repay'ment 
schedule established in the draft 1988 amendment to the 
1980 Riblic Law 480 Title III Agreement is not adhered to, 
that termination clauses in the applicable Public Law 480 
areem,.nts will hr, exercised, and 

d) 	 recIest responsible GOB host country institutions report to 
USAIDIrclivia the cumulative status of delinquent deposits 
as well as each deposit made during a reporting period." 

Respnnse 

The major point the Mission would like to refute here is the 
contention of exchange rate errors. According to the auditors 
there were $795,760 eruivalent in losses due to the use of 
erroneous exchange rates under the 1978 Program, and therefore 
the figures used by the Mission in determining the amount of 
delincuent deposits under the Program were not accurate. 
However, according to guidance from Washington, the issue of 
such exchange rate errors is irrelevant. 

According to guidance contained in State Cable 339785 (CY-88,
copV attached), "The level of local currencies needed to be 
deposite1 into the Special Account is calculated by using the 
exchange rate on the day(s) of the CCC credit disbursement(s), 
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as provided in the Agreement." According to this statement andcontroller's figure, the 
GOB would have been required to

deposit 28 billion pesos. 
However since the GOB used different
 
rates of exchange, it actually deposited over 40 trillion 
pesos, more than enough to qualify for compliance under the
Agreement. Given this interpretation, the tssue of exchange
rate losses is not relevant, since the GOB did not have to use

the exchange rate in effect the date of
on deposit into the
special account as interpreted by the auditors, but theexchange rate in effect on 
the date of the CCC disbursement, asshown in the cited cable. Thus, no adjustments as referred tounder point a, of finding No. 2, are required, and thatexchange losses referred to in 2.b, result from 

the 
a

misinterpretation by the auditors, and do not represent GOB 
debt.
 

OIG COKXflNT
 

While the cable cited 
 by USAID/Bolivia accurately cites 
legislative
intent, a September 28, 1984 General 
Counsel opinion advised that "... the
agreement (not the statute) tells what 
exchange rate is to be used, and
 as of what 
point in time." The PL 480 agreements call for Bolivia to
make deposits using the selling rates established by its Central Bank on
the dates the deposits are made. Therefore, parts a. and b. of

recommendation No. 2 are unresolved.
 

Mt.NAGENW COMNEN7S 

Under point 2, c. the Mission is in agreement as to the
severity of the GOB's incompliance 
with repayment schedules,

and has advised the GOB that future 
programs will be in

jeopardy if they do not adhere to agreed upon schedules.
 

The Mission will continue to bring pressure to bear and will
take necessary actions 
to ensure repayment of all outstanding

debt. 
 However, given the political importance of the Program
to both governments, it is not practical 
for USAID/Bolivia to

threaten the GOB with termination and 
then follow through with
such measures. The Mission will utilize 
all the leverage
possible to ensure GOB compliance, but is unwilling to accept

the drastic recommendation from the auditors. 
We suggest that

the wording be changed 
in such a way that the recommendation
state the Mission should bring all necessary pressure 
to bear
 
on the GOB, and threaten to sign no new agreements, or

alternatively, 
convert them to Title I programs, if repayment

schedules are not adhered to 
as per established agreements.
The DCC has agreed to 
 this approach by providing its
 
concurrence 
'o the new GOB repayment schedule and stipulating

that any new agreements will depend on GOB compliance with that
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schedule. The DCC 
has stated that it will accept no modified
 
repayment schedules 
from the GOB in the future. During formal
 
negotiation of the FY89 amendment, the Mission will 
inform the
 
GOB that no new repayment schedules will be accepted and that

the signing of any future PL 480 agreements will depend on GOB
 
compliance with the latest repayment schedule.
 

It is also important 
to remember that economic circumstances in
 
Bolivia do not always permit the GOB to adhere to 
payment

schedules to which is has committed itself in good faith. The
 
GOB has faced serious liquidity problems over the last four
 
years which has made it impossible for it to pay its debts.
 
Bolivia has just completed 
the second Paris Club negotiations

which will result in a second debt rescheduling agreement with

all major bilateral donors, including the U.S.. This is
 
explicit recognition of serious
the financial situation in

which Bolivia finds itself. 
 Recognition of these circumstances
 
also limits the ability of USAID/Bolivia to apply undue
 
pressure and threats of program termination. Communication of

the new DCC directive and clear Mission 
attention to the
 
situation should be sufficient to ensure GOB compliance in the
 
future.
 

0IG CrM'IEiT 

This is now d. of
part recommendation No. 
2. The effect of signing no
 
new agreements, and of accepting no modified repayment schedules 
is the
 
same as that recommended in part d. of recommendation No. 2. On this
 
basis part d. is resolved.
 

MXN.\G EMENT COWiENT
 

The recommendation under point d, is already operative. 
 Status
 
of deposits is immediately reported by the ES to
 
USNID/Bolivia. When arise
problems USAID/Bolivia discusses
 
issues directly with the Sub-Secretary of Finance who also
 
serves as 
 the President of the Joint Commission of Rural
 
Development. USAID/Bolivia is already complying 
 with this
 
recommendation.
 

OIG COMMENT
 

This is now part e. of recommendation No. 2. Part e. of 
recommendation
 
No. 2 is resolved.
 

WkNAGEMENT COfNENTS 

In conclusion, the Mission would like to call the auditors' 
attention to the following statement on page 
15.. "Also, use of

unverified data almost 
resulted in a $5.3 million equivalent
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error in the most recent PL 480 Title III agreement

amendment." The Mission suggests that this erroneous statement
 
be deleted from the final report. Mission has already
demonstrated in its response under finding No. I that it had 
control of the figures and that the final agreement would nothave been signed with inaccurate data. The auditors themselves
 
recognize the Mission's point 
on this issue on page 21, where
it states "past debt accumulated under the FY78, FY85 and FY86 
program." In that draft document no mention as yet had been
made regarding the FY87 payments which were still pending and
 
which the Mission knew to be $7.8 million. Thus, the auditors
 
cannot interpret 
from this that the final FY88 agreement would 
hav(. omitted the FY87 debt. Therefore, this entire discussion 
is irrelevant and should not be included final reportin the 

since the auditors are takinp 
the credit for a situation the 
Mission had under control. 

01G C0k.FNT
 

lSAID/Bolivia did not demonstrate under finding No. 1 that it had control 
of the arrearapes. USAID/Bolivia is also, well aware that "pest debt

acctui,lated under the 
FY78, FY85 and FY86 program" is a direct c~iote from
the 19h8 draft amendment, and 
refers to the Title III agreement that was
signed iii 1978, the Title I agreement signed in 1985, and the Title III 
agreement executed in 1986.
 

Findinp 3. Bolivia's Ministry of Defense and the National 
Police Owed 
$7.8 Million Ecnivalent forWheat Flour 

Recommendat ion No. 3
 

"'e recommend that USAID/Bolivia cancel all future Public Law
 
480 Title I and Title III wheat consignments earmarked for 
Bolivia's Ministry of Defense and for its National 
Police until

$7,780,8;6 eauuvalent 
has been deposited into the Public Law
 
480 programs' special accounts. Further, 
the Government of
Bolivia should he advised that the delivery of the fiscal year
1988 consignment could be in jeopardy if this debt is not
 
promptly paid."
 

Response
 

The use of the word 'earmarked' is incorrect since no wheat
 
flour was preassigned to the military or the police, but 
rather
 
the flour was simply sold to these government institutions.
 
USAID/Bolivia tried unsuccessfully to prevent sales to the

military without the corresponding payment under the FY87
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program (see attached letter). 
 Due to its lack of success in

this area, LUSAllVBolivia has instituted control measures within

the svstem that will call 
its attention to conteplated sales
 
to 
 tie military and police forces. In addition, in all
 
agreements starting with 
that of FY88, all deposits to the

special account by-passwill the GOB Treasury and will be made
directly to the special account 
by the millers. This will
avoid any delays by the Treasury in transferrinp the funds to

the ES. Another stipulation is that the GOB agree to make all
 
payments of military 
wheat sales within 30 days of receipt.

Adherence to these st ipulat ions 
 by the GOB wi ll help

lSAII)Bolivia avoid those problems which arose under the 1987
 
Prop ram.
 

Sales to the military arid police per se do not contravine th,

Ap reem(,nt, and will in all prohabi Ii ty continue, but-AlP'Bli via will monitor sales to ensujre no delivthat Vries 
are made for which there is no immediate pavment. TheSub-Secretarv of Finance has apreed to collatorate with the
Mission on issue. Ik.willthis only permit the transfer ofwheat flour stocks to those entities if, atid only if, funds are
avai labe for transfer into the special account. 

The recommendation for prompt payment of the $7.F million bythe GOB is not a practical recommendation as presentl
eYpressed. IISAIIIoli via has alreadv apreed to incll ne thedebt fron, the FY87 military sales in the GOB's repayment
schedule. As the repavm(ent process works, all furds providedby the GOB as debt repayment will be counted against the oldest
outstarin debt, that is all present payments ar. countedagainst funds owed to the 198 Title I Progran,. (The 1978 prowram is completely repaid.) Thus, even though the $7.k
million will Ibe re-paid over time, it may not be necessarily
done immediately, since the 1985 debt will be liouidated
first. This repayment schedule has been agreed to by the DCC. 

In addition, since the FY88 wheat 
has already arrived in port,the Mission simply cannot advise the GOi that such delivery isin jeopardy if there is not prompt payment. In fact, the FY88wheat is already being sold in the market and arefunds being
generated. This situation indicates that the languap econditioning FY88 wheat shipments on prompt payment is both 
impractical and impossible to enforce. Mission thus,recommends that this part of the recommendation be omitted
since the time for comnpliance with it has already passed. 

Mission suggests that the recommendation simply state thatUSAI/Bolivia ensure nothat new deliveries of wheat are made 
to the military without prior knowledge of the financial 
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authorities 	 in the and it has thecountry 	 that assurance from 
these authorities that 
 funds are available and that the
 
necessary transfers will be made.
 

OIG COMMENT
 

This finding has been incorporated into finding No. 
 2. The
recommendation is now part c. 
of recommendation No. 2 and is resolved.
 

I4XN GET-7Nr CONIf4NTS 

Finding 4. 	Full Forgiveness
 

Recommendation No. 4
 

We recommend that USMD/Bolivia verify the actual amount lost

by the Government of Bolivia and the cause(s) for the loss,and report 	 the results to A.I.D.'s Bureau for Food for Peace 
and Voluntary Assistance."
 

Response
 

The Mission rejects this specific recommendation as
 
irrelevant...
 

OIG Comment
 

This recommendation was deleted.
 

M\NAGEMIM COMkENTS 

... since according to specific guidance received 
from

Washington 	in 88 State 339785 
(copy attached), shortages do
not appear 	 to exist. The 	 cited cable states "1rhe issue oflocal currency disbursements is addressed 
very specifically
in the Agricultural Trade and Development Assistance Act of
 
1954 (PL 480). As it stated in Sec. 305 (A), quote,
disbursements of funds from the special account in 	 an amount 
equivalent to the dollar value of the credit furnished by the
Commodity Credit Corporation under section 304 (A) shall be

deemed to 	 be payment of all installments of principal andinterest payable thereon for the commodities 	 purchased by theparticipant country for the purpose of this Title. 
Endquote."
 

OIG COMMENT
 

We agree that "disbursements of funds from the special account" were toequal the $90.7 million value of credit established by the CCC. However,disbursements totaled only $56.2 million equivalent.
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MANAGBIN7 OMIENTS 

The cable continues, "In order to have full allforgiveness,disbursements 
must be accounted for as being spent foreligible uses. The amount of local currency disbursementsrecuired is ecual to the minimum account of local currencv tobe deposited, i.e. ecmjivalent to CCC credit disbursements ascalculated on the day(s) of the CCC credit disbursement(s)." 

Since the amount to be deposited into the special account isbased on exchange rates in effect 
 on the days of CCC
disbursements, the GOB was recauired to deposit a total ofpesos 28 billion into the special account (Mission
controllers figures). Since the GOB actually deposited pesos
44 trillion and disbursed 
the 

these funds to eligible projects,GOB cnialifies for full forgiveness. Thus currencydepreciation is avoided when full forgiveness is achieved,and there is no shortfall to be forgiven. As a result,recommendation No. 4 is not valid since there are actually no
resulting losses, or shortages. 

There was a previous shortfall due to the GOB's lack ofdeposits into the account. However, recent payments made asper repayment schedules have resulted in the GOB paying all
obligations due under the 1978 program. Since all depositsto the account have been made, and the recxired amount oflocal currency deposited and disbursed to eligible projects,
full forgiveness if justified. 

OIG CO.IENT 

The criterion contained in the cited cable is not applicable to Bolivia's1978 PL 480 Title III program since the PL 480 agreement requires theGovernment of Bolivia 
to use the highest legal exchange rates in
existence on the dates that the disbursements are made. Therefore, thereis a $34.5 million equivalent shortage.
 

MANAGEMENTr COMENTS 

The Mission has already communicated these figures to the DCCin 88 LAPAZ 16027 (copy attached), and based on these amountsplus the guidance included in the cable cited above, hasreiuested full forgiveness under the 1978 Title III Program
and closeout of the same. 

Given Washington's determination in the cited cable, and the
fact that the 1978 Title III program meets the forgivenessrecgjirements cited 
the 

in said cable, the Mission recommends thatentire recommendation and discussion not be included in 
the final report.
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OIG C(,"i"E 

We do not agree that the 1978 PL 480 Title III program has met
forgiveness requirements. 

MAN GFMIT 7 COH14TNTS 

Recommendation No. S 

"We recommend that A.I.D.'s Bureau for Food for Peace and Voluntary
Assistance not recommendation to fully forgivemake a $90.6 million untilIISAID/Bolivia has the forverified cause(s) Government of Bolivia lossesof local currency under the 1978 Public Law Title III Special Account andthe Bureau has reviewed the five-year repayment' plan that has beenproposed by the Government of Bolivia. This review should include directconsultations on the forgiveness issue with all 
 Federal agenciesresponsible for administering the Public Law 480 Program." 

Response
 

Since this recommendation is directed to AID Washington's Food for PeaceBureau, 1SAI I)/Bo i vi a cannot take direct responsibility for theresponse. However, Mission takethe must exception to the reference
reparding a GOB proposed five-year repayment plan. 
The auditors state that the Bureau has reviewed the five year repaymentplan that has been proposed by the GOB. To our knowledge, the Bureaunever reviewed this plan because it was never formally presented by theGOB, nor was the 
official GOB representative ever consulted by theauditors on this issue, that is, auditorsthe never consulted with the,Joint Commission for Rural Development (JCRD), the official GOB policyhodyN for the PL 480 Program, regarding this issue. 

PIG C0ktMINT
 

This is now recommendation No. 3 which has been modified to read that theBureau take no action to forgive until Bolivia disburses $34.5 millioneojivalent. For record,the the!-e was no statement in the report thatthe Bureau had already reviewed the five-year repayment plan. 

MANAGEME. ' COMMENTS 

The JCRD speaks for the 
PL 

GOB on all relevant policy issues regarding the480 Program and the Executive Secretariat falls under the purview ofthe JCRD. It appears that the five year plan to byreferred the auditorswas only suggested by the Executive Secretariat as an alternative. Infact, the Mission has received correspondence from the president of theJCRD, the Sub-Secretary of Finance, reouesting full forgiveness, makingno reference at all to any five year repayment plan. 
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The proposal by the ES was based 
on institutional self-interest. The ES

is interested in having the maximum amount of 
money enter its special

account, and believes that if reflows were not used to make up the
alleged shortfall, they would lose control of the use of those reflows.

The ES specifically fears that since the reflows belong to the GOB, the
GOB might decide to earmark them for projects outside the purview and
control of the ES. The ES would thereby lose potential funds and power,and was thus reluctant to seek forgiveness. On this issue the ES'
position was directly counter to that of the GOB. The analysis presented
by the E.S is also optimistic. Since the five-year plan is based on
estimates of income from reflows, repayment of a myriad of credit 
programs must nn smoothly. However, due to drought and other economic
problems, some private debt may be rescheduled, resulting in a morelimited amount of reflows enterinp the Special Account. And even though
the. ES feels that such forgiveness would set a bad precedent, this view
is not universally shared. 
 In fact, the GOB regards this det a special
burden, ary- its relief would be beneficial.
 

Thus, given th-, trementious economic difficulty it faces, the GOP. is very
interested in closinp out the 1978 Program. In addition, the use of
 
reflows to pay off outstanding PL 480 deht will avoid signing delays

which arise from GOB non-compliance with repayment schedules.
 

The Mission's conclusion is that granting full forgiveness is a fully

iustified and warranted action. Full forgiveness would permit the
Mission to close out the Program and relieve both the ES and
USAID,'olivia of the administrative burden resulting from continud 
management of the Program. Any alleged shortfalls that may have appearedto exist were undnouh*edlv due to the unprecedented rate of inflation 
(annualized 25,000 per cent) which hampered the Bolivian economy durine

t1f implementation of the Program. The significance of hyperinflation

cannot he dismissed, and 
should weigh heavily in a favorable decision to
 
grant full forgiveness. As mentioned earlier, under the Program the GOD 
was recaiired to deposit 28 million pesos, but deposited 44 trillion pesos
which were dishursed to projects. Such an exaggerated difference 
indlictes the extreme economic circumstances the GOB faced at the time. 

OIG COEN'
 

The 1978 PL 480 Title III program should not be forgiven until another
$34.5 million eciuivalent has been disbursed from the special account. 

MANAGFMFN7 CJWUENTS
 

Finding 5. Questionable Lending Practices and Ineffective Controls
 

Recommendation No. 6
 

"We recommend that USAID/Bolivia:
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a) 	 notify the Governent of Bolivia that interprogram loans 
cannot be made from the three Public Law 480 special
accounts, and existing loans represent delinquent deposits 
or arrearages, and 

b) 	 reconstruct and reconcile the universe of local currency
loans that have been made between the Public Law Title I,
II and III Programs, and loans made by the Government of
Bolivia's Executive Secretariat to intermediate credit
inst itut ions. The Government of Bolivia's Executive 
Secretariat and Project Coordination and Control Unit
should establish loans receivables accounts, formally
reconstruct the record of loans executed and repayments
received, and adjust credits made against the value of 
Public Law 480 financed wheat shipments to Bolivia." 

Response
 

Mission is unable to verify the basis for the recommendation 
that interprogram loans cannot be made from the PL 480 special
accounts. We have not been able to substantiate the auditors' 
position either in the legislation or in PL 480 program
guidance documentation. We would also like to thecorrect 
erroneous point that interprogram loans were made from the 
Title II Program. Interprogram loans were made only between 
the Title I and Title III Programs, and between Title III 
Prog rams. 

OIG 	 COHtMENT 

This is now finding No. 4 and recommendation No. 4. To reiterate, the
absence of legislation or program guidance on interprogram loans does not 
condone their execution. Also, the report did not point out tht
interprogram loans were made from the Title II program. The auditidentified $2.6 million equivalent 
 in 	loans made to the Title II
 
program. USAID/Bolivia may wish to review its PILs No. 26, 28, 35, 40,
41, 42 and 43 for evidence of its authorization to make the loans for 
Title I activities. Part a. of the recommendation is unresolved. Partb. is resolved and may be closed when the interprogram loan portfolio has 
been reconstructed and reconciled. 

MANAGDENT COV!NTS 

Mission takes exception to the recommendation regarding
advice to the ES that existing loans represent delinquent
deposits. The Mission must first verify the status of all
loans and repayments and determine existing problems before 
advising the ES of any delinquencies. According to the ES 

presently existing
there are 	 no loans. With renewed
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liuidity all funds have been returned to the proper accountfor disbursement approvedto 	 projects. The Mission 
Controller's Office 
will verify this and advise theaccordinplv. Presently, the ES is not suffering 

ES 

liauidity problems, the main reason why 
from 

inter-program loans 
were originally executed. As a result, no new inter-program
loans are 	 either contemplated or necessary. Clearly, thebest approach is to track the loans and their repayment toensure that all funds have been used for agreed upon purposes. 

OIG CON MNT 

The Executive Secretariat should be onput notice that interpropram loans
 
are uestionable.
 

MANAGPIAUNT C?.Wt'.N'FS 

The Executive Secretariat, with the management structu.e
initiated by Price Waterhouse, will soon have the capacityexert greater control over loans to intermediate credit

to 

institutions. Mechanisms will consist of better computertracking and improved supervision. This control will allowthe ES to better account for funds disbursed under its creditprogram and will insure that loans receivable accounts arestablished 	as a means of recording and control. 

USAlD,/Bolivia strongly supports the development of improved
management 	 capability the toof ES ensure adecnate monitorinpof furis. In the meaptime, the $2.9 million figures cited onpage 33 will be verified and analyzed by the Controller's
Office. A 	 firm will be hired to formally reconstruct thvrecords of loans executed and payments received by the ES. 

OIG COt-f'-IN7 

We ful )v support U.SAID/Bolivia's efforts improveto the management
capability of the Executive Secretariat. 

MANAFGTNT7 CO tIfNTS 

Finding 6. 	 The Administrative Controls Established by th Executive
Secretariat an the Project Coordination and Control UnitV,'eretl nsat i 	sfac tory 

Recommendation 7 

"We recommend that USAID/Bolivia obtain evidence that theExecutive Secretariat and the Project Coordination and ControlUnit have implemented 	 acceptable administrative controls." 

/ 
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Response
 

The Price Waterhouse Management Team working in Bolivia will 
restructure the to permitSecretariat better management. Under
the restncturing, the UCCP will be fused into the Secretariat 
and will have an internal audit function. In fact, under the 
present scenario, the UCCP disappears and a new internal audit
department is created within the ES. This will eliminate 
duplication of effort and make the 
 management system more 
efficient. 

The restructuring will include improved personnel management,
including job descriptions and personnel manuals, improved
project tracking and supervision, and improved financial 
management. This last item includes the development of a solid
accounting system for the ES and the creation of the Internal 
Audit Division. All responsibilities, functions and authority
will be delineated within the new structure. 

O G COMMI'NT 

This is now incorporated as finding No. 5 and recommendation No. 5. The 
recommndation is resolved. 

t,%NAGNff :Kr CO tlENTS 

USAID/Bolivia is and has been aware theof organizational
weaknesses of the entities involved in the management of the 
Program, al has taken steps necessary to correct the
deficiencies. The present work of Price Waterhouse will 
conclude in March, at which time the new system will begin to 
operate. When the audit 
 began, the Mission had already

recognized 
 this problem and had initiated actions which

subseauentlv resulted in the arrival of the Price Waterhouse 
team. The report should reflect these facts. As the report is

currently written, it gives the impression that the auditors
"discovered" the problem, when in fact, the Mis:jon advised the
auditors of these deficiencies and the steps were already
taking to resolved them. 

0IG COMENT 

The audit pinpoints problem areas in administrative controls.
 

MAINAGEMENT COt4ENTS 

Finally, the Mission takes exception to the point that the
Executive Secretariat's legal status is unclear. According to 
an analysis by Price Waterhouse, the ES is legally established 
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by an international convention which is a sufficient leg al status underBolivian Law. Bolivian Law reqJires no other statutory recognition forthe ES to carry out its prescribed duties, ari statusthis doesimpede its efforts to recuperate funds or carry 
not 

out its business. Thus,the statement on page 38 under organization is not valid arid should be
omitted from the audit. 

OIG CQWFNT 

Notwithstanding the accounting firm's analysis subsequent to this audit,the attorney retained I,- USAID/Bo]ivia said that the Executive
Secretariat's legal status was not clear. 

MANAGPT.NT COMMNTSM 

I:irMing 7. Financial Reviews of Local Currency Projects Could he Improved 

Recommendation No. 8
 

"We recommend that IISAID/Bolivia:
 

a) recniest the Government Bolivia's
of Executive Secretariat
and Project Coordination ard Control Unit to establish aryldisseminate, to Public Law 480 local currency program
recipients, a system of properly accountability, 

b) reo)est the Government of Bolivia's Executive Secretariat
and Project Coordination and Control Unit to develop anldisseminate, to participating intermediate creditinstitutions, criteria establishing occupation categories,income ceilings and net worth limitations for recipients of
Public Law 4 80-financed loans, 

c) have the Government of Bolivia's Executive Secretariat

collect $817,000 ecuivalent in interest, recoverand $1.3million equivalent in unused funds from intermediate creditinstitutions identified in the June 1, 1988 TelleriaOrmachea and Troche financial review, and... 

OIG CO kt-F\"r 

Thi,. section is now findin No. 7 and recommendation No. Part7. c. of 
the recommendation is now part c. of recommendation No. 4. 
MANAGBEENT C(WiNTS 

.d) have the Government of Bolivia's Executive Secretariataccount for eciuipment, and recover 12 of 13 vehicles 

http:MANAGPT.NT
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purchased for the Plant Sanitation Project. This includes 
1 vehicle that was being used for personal purposes by an 
emp Iovee. 

Response
 

The Execut ive Secretariat current lv reaui res a property
inventory or all eciipment purchased by executing entities.
This includes the presentation of receipts for expenditures of 
pu rcha sed ecn ipmen I. These controls have become tighter. Inaddition, the Mission will reauest that Price Waterhouse 
examine inventory control to ensure that property
accountabilitv is adeouate. Even though cases of propertynon-accountabilitv may have existed in the past, efforts have
been undertaken the two toover past years improve all
controls. Mission discuissions with the ES revealed that the
auhitnrs, upon discovering an anomaly, did not take the effort 
to discuss these findings and discover the type of controls
that were in place. USAID/Bolivia believes this to beseriou s omission, since there do exist many of the controls

a 

recommended h the auditors. However, Mission is taking
measures to insure that project accountabilitv is accurate. 

OW, COM1' 7N 

The so-described anomaly existed for I of 5 activities actually reviewed,or 20 percent audit For more 250of the sample. the than activities,
more than S0 anomalies could exist. IISAID/Bolivia is encouraped to
provide us, with the Fxecutive Secretariat's instruction for its system of
property accountability in order to resolve part a. of recommerlation No. 
7. 

tANAGI-YN7 C.t NTS 

All major P1. 480 credit programs have established regulations
under which they operate. The major exception to this rule has
been the Trust Fund Program. Of the various credit linesoperated by the Secretariat, the issues raised on pages 44 and
45 regarding loans to affluent persons occurred under the Trust
Fund Program. Thus, such incidences are the exception rather 
than the nile. 

OIG COMWN7 

The "Trust Fund Program" is normally used to describe those activitiesmanaged by USAIDs in support of their local currency reauirements. The
Trust discussed refers funds toFund program here to lent intermediate
credit institutions, who in turn make subloans to eligible
beneficiaries. The latter program covered about 50 percent of the more 

/ 
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than 250 activities. t1SAID/Bolivia has stated, above, that the Trust 
Fund prograir does not have established regulations under which to 
operate. This fact, coupled with the failure to make adeauate financial 
revi'ews, raises aest ion as to the log ic used by IISAID/Bolivia to 
conclude that loans to affluent persons were the exception rat,,r than 
the nile. 

MkNAGF-YEN COkta'i1,rS 

The S and lISAID/Bolivia have recogni zed that the terrs of the 
Tnist Fork! Program are too flexible, and that this flexibility
allows certain hankt o take atvantape of tho. svste , as has 
been noted by the auditors in their discussion. In addition, 
th- E") did not adeo@ately surervi se the Program. Only one 
pt-,rson was in charge of this rmulti-,illion dollar pro.ram a i! 
w,-s complete.ly unable to cope wiith the work load.
 

0iG Cf,' ."q' 

We fullv concur with the ISAI )/Bolivia observation. 

M,\NAGP(F\r CoMM1WN 

In January the ES will be presenting to OSAID/P.olivia for 
appro val n w regulations which will re.,ulate hank,' use of 
trust funds, and their participation in the Program. The norms
will he sujch that if loans made to) borrowers do not meet the 
necessary criteria, the Secretariat will force thje Bank to 
recall the loan. The second time such a loan is mare, the hank
will be charved a fine, and if it occurs a third time the hank 
will hr susperded from the Pro?rar,. 

0 G C,MF.\1 

Effective implementation of the above-described plans may resolve part b. 
of the recomnme ndation. 

ANAGE.FN C-...ENTS 

The ES will be supervisinp the Proram more closely. The 
control system is now computerized, and four people rather than 
one are work ing on the program. Thus the abnormalities 
uncovered by Telleria and RIG auditors are being corrected, and 
much tighter controls will be introduced. Discussions with the
 
ES would have revealed this information to the auditors.
 

OIG COMh E.T 

We support lSAID/Bolivia's description of efforts 
to correct these
 
abnormalities.
 

http:ANAGE.FN
http:complete.ly
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4\NAGEMR-hr ('flq NTmS 

The ES i- presently attempting to recover unused funds and someinterest that was generated when funds were held in interest
earninp accounts by the Banks. The recommendation of theauditors is in thatvalid these funds should be recuperated. 

OIG CO9M NT 

The recommendation now appears as part c. of recommendation No. 4, and is 
resol ved. 

Mt AGrPw\T C(k?1WN7S
 

Unfortunatelv, the majority of the funds are in two banks, the
Bank of Oruro and the Bank of Potosi. 
the 

Both have been closed bySuperinlendent of Banks, and the ES is attempting torecuperate all of its funds from them. USAID and the ES haverecently met with the Superintendent, and the situation is
currently being resolved. 

The unused funds and interest not in the bankstwo justmentioned have been re-capitalized into the banks and can beloaned. In this way the ES has "recovered the funds." If thefunds are not lent within 30 days, they will revert to the ES. 

In general, the FS is interested in carrying out an
audit/evaluation of creditits programs to obtain information 
on the improvements that reajired toare for them operate more
efficient lv. The studv could be completed during 1989. 

The Missior will communicate the concerns of the auditors tothe ES regarding the vehicles assigned to the Plant SanitationProject. The ES will then communicate to the Minister of
Agriculture that either the use of the vehicles be regulated orthat they be returned. Maximum pressure will he brought tobear, but the ES may not have the power to force the Ministry
to respond. A more realistic approach, and one which theMission stronglv suggests, would be to recommend a
regularization of vehicle use or a transfer to another projectsupported by the Ministry which receives funds from Pl. 480. Inthis way, both the ES and the Mission would have the power torealistically comply with the audit recommendations. 

OIG COt.-IENT 

ISAID/Bolivia has recopnized a potential need to regularize vehicle useand is in a more favorable position to evaluate and implement a standardpolicy for all vehicles financed by the local currency program. The 



APPFNPIX 1 
Page 26 of 28 

au-lit verified unaccountability for, misuse 12or of, of 13 vehicles for one protect and recommends that they be recovered. Part c.recormemlat ion No. 6 (formerly part d. of 
of 

recommendation No. 7) isresolved hased on USAID/folivia's description of measures to he taken to,
recovwr the vehicles. 

ki4NAGP'T.1, COM T N7 

Findinp 8. Nbicitv of hubl ic Law 4R0 Titles I aril I Local Currencv 
Proiects Needed to be Considered 

Pcr,c'encilatinn No. 9 

"(. r(.comr,n,1 that A. T.P. 's Pureau for Food for Peace and\oluntarv Assistance establish policv regarding advertising an-!publicitv for PIuhlic Law 480 Titles IIII and local currency 
P roy? raru, ., 

Ml CO%"d.,117e 

Thi, is nr:w f indirng No. 7 anl recommendation No. 7. 

RF-sponse 

Si ric-e this recommendation is directed to AID/Washington,
Mission comments will he limited to a brief discussion of theissue. Evn though the sample is very small and no realronclusions can k, extrapolated, the ission is aware that
certain he,"ficiaries may not be aware of ISAID financing, event houo h, i ronica I%, the Joint Commission feels thatbeneficiaries believe the isthat project only identified with
UISAID arx] not the GOB. 

Whe.never feasible IJSAID/P personnel attend inaupurat ionspromote AIl involvement. Dedicatory 
to 

plaques at project sites carn, AP's namp, do of the wateras some tanks in San Julian.The lack of awareness of AID's participation may not be asserious, therefore, as the auditors point out. 

At present, the Mission is committed to increasing publicityand increasing awareness of the role of AID in the country,including project financing through the local currency
program. UJSAID/Bolivia efforts in the areas should begin tobear fnJit and result in greater knowledge among beneficiaries
of the US role in projects funded through PL 480. 
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OIG CO ITN" 

We support USAID/Bolivia's efforts to publicize A.I.D.'s role in Bolivia. 

M-kNAGEFkMNT CObWNT 

P. Compliance and Internal Control 

1. Compliance 

On pape 57 the report states that "the relevant agreements
rvPii., th.w Govv.rnmrnnt of Bolivia to deposit local currencv in 
111.h spr( i al accounts at the highest legal exchanpe rat e."' 
Accordinp to puidance from Washington the 'sentence should end 
with the phrase, "in effect on the date(s) of disbursement(s) hw 
the CCC." This statement should thus be modififd to reflect this 
additional reoi rement. 

ON, COM' J-

This passape h3s hbeo revised to read "...at. thf. rate in which Bolivia's 
Central Bank sells foreign exchange for local currency." The guidance
from Washinpton is not applicable since it was not incorporated into the 
aP reement. 

2. Internal Cont rol 

On pae 5S8, Mission disagrees with the phrase "weaknesses in 
control over exchrnpe rates." Accordinp to the legislation,
these control weaknesses did not exist since the GOB did use the 
highest rates of exchange on the dates of CCC disbursements. 

OI G COMNENT 

The apreement, not the 
be used, and what point 

legislation, 
in time. 

dictates what exchange rates are to 

,'tNAGDT CONTS 

C. Other Pertinent Matters 

Regarding the issues 
USAID/Bolivia advised 

of 
both 

not 
the 

properly withholding 
ES and the UCCP that 

income taxes, 
all legitimate 

taxes must be paid. 
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As of this writinp the ES has paid the income taxes that should have 
been withht-lc in April and Hay 1987 to the Bolivian tax authority. 

Tlie IICCII is also in compliance, havinp repaid all its back taxes. 

(JGI r)' '.Th,,-C 

Ve applawl UISAIl)'Bolivia efforts to ensure that the executing entities 
are in complianc(e with Polivian law. 
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AIDAC FROM AA/FVA, PHIL CHRISTENSON 

,.0. 1255: N/ATA% S: 

SUIJFC : DRAFT IJ'PORT 01 TEE AUDIT OF ACCOUNTABILITYFOR LOCAL CURRENi.C. If; BOLIVIA (RECOMMENDATIO;.NOS. 5 AND
 
9)
 

TTTFCIGLLP, FOR EIG/A/E:,.GOTHARD, L. PAZ FOR USAID,I SS I0.11 DIRECTOR 

RSFTR.-tF: 
 RIG/A/T, C.N.GOTEARD MEMORANDUM OF 12/6/B

T0 LAAA/vA, OWFN CYLIE, 
 RE SUEJECT DRtAFT AUDIT REPORT,El;DAT IOS NCl:OS. 5 AN;D 9 

1. IR RESPONSE TO RPFERENCED MEMORANDUI, TEE FOLLOWINGp-V, ECOIEt;TS OlN IF-E SUBJECT DRAFT REPORT -..EF 2I121:tiDAT 10; NCOS 
 5 AtND 9:
 

. I-O.itENDATION NO. 5: QUOTE 'E RECOMMEND THATA... 5 BUREAU FOR FOOD FOR PEACE &ND VOLUNTARYASSV!T!NCF NOT MAEE A RECOtIMENDATIO?; TO FULLY FORGIVEDO.. 9iq.C MILLION UNTIL USAID/BOLIVIA HAS VERIFIED TEE 

CAUSE(S) FOE GOVERNMI;T OF BOLIVIA LOSSES OF LOCAL
CURREi;CY UNDERACCOUNT AND THE TEE 1978 PUBLIC 
LAW TITLE III SPECIAL
EUREAU HAS RFVIEsED THE FIVE-YEAR 

EBPATZINT PLA)l THAT HAS BEE, PROPOSED !Y THE GOVERNMENT
Or ]-,OLIVIA. THIS REVIEW SHOULD INCLUDE DIRECT
COUJ r::ATIONS O: TEll FORGIVENESS ISSUE WITH ALL FEDERALAGrN(8ES RESPONSIILE FOR ADMINISTE:IING THE PUBLIC LAW4 , , ORA. Q-
PiV QUOTE...L 


CO0.. , : A.I.D./W DOES NOT AGREE WITH RECOMMENDATION). /.I;D REQUESTS TEAT IT BE WITHDKAW1; THE 
i:3Ccr,.' AtI,DT !INGES ON A SINGLE POIT OF LEGALI0; 

ANALTSIS, UPON WEICH A.I:D:, USDA, OMI,, STATE ANDTi.ASURY EhAVY FIFLICITLT FOCUSED AKD HAVE TAKENO1POSIT}E TO THE INSPECTOR GENERAL. 

THE VIEW 
IN THIS REGARD, -THEFOLLC41," POGF.0A GUIDANCE IS PLOVIDED AS SET FORTE IN-.ATF., £25299, 14 JULY L99B, PARAGRAPH 4.D(2)(P), QUOTEPDEPOSITS 
INTO SPECIAL ACCOUNT UNQUOrE, QUOTE THE MINIMUM
AMOUNT OF L/C BEQIIRED TO BE DEPOSITED INTO THE SPECIAL

ACCOUNT i1; 01.7:1,1. '1O OB AIN FULL OFFSET FOR TEE 
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UNDERLYING REPAYMENTS OBLIGATIONS IS DETERMINED BY APPEND)IX
MULTIPLYING THE FOREIGN EXCHANGE RATE IN EFFECT ON THE 

Page2 of J2 
DATE OF EACH REPEAT EACH CCC DOLLAR DISBURSEMENT BDOLLAR AMOUNT OF EACH CCC 	

THE
 
DISBURSEMENT UNQUOTE.
 

THE LEGAL QUESTION 
IS WHETHER TITLE III FERMITS USE OF A
CERTAIN DATE (DATE OF DISBURSEMENT BY CCC5 AS THE DATE
WHICH DETERMINES 
(BASED ON THAT DAY'S FOREIGN EXCHANGE
RATE) WHAT AMOUNT OF LOCAL CURRENCY MUST BE DISBURSED
FROM THE SPECIAL ACCOUNT (FOR ELIGIBLE PURPOSES) TO
OUALIFT FOR FULL FORGIVENESS. 

SECTION 305(A) OF P' L. 480). 	

(SEE LAST SENTENCE OF
 
IT IS THE COMBINED ViEd
OF THE AGENCIES LISTED ABOVE THAT USE OF THE DATE 0
DISBURSEMENT IS NOT ONLY PERMISSIBLE BUT APPROPRIATE. 

CCC
 

THE IG REPORT APPEARS TO BELIEVE THAT THE STATUTE
REQUIRES USE OF THE DATE OF DEPOSIT OF LOCAL CURRENCY
INTO 
THE SPECIAL ACCOUNT. 
IT IS PROBABLy NOTEWORTHY
APART FROM OTHER 	 --INDICATIONS IN 
THE LEGISLATIVE HISTORY
- THAT, WHEN THIS LAST SENTENCE OF SECTION 305(A)
ENACTED IN 	 iAS
1979 THE CONFERENCE COMMITTEE DELETED THE
EXPRESSION QUOTE AS 
OF THE DATE OF THEIR ORIGINAL
DEPOSIT UNQUOTE WHICH HAD BEEN INSERTED BY THE HOUSE
FOREIGN AFFAIRS COMMITTEE FOLLOWING THE EXPRESSION IN
THIS SENTENCE QUOTE IN AN 
AMOUNT EQUIVALENT UNQUOTE.
 
THE CONGRES HAS MADE CLEAR THAT, AS AN 
INCENfTIVE TO
FULLY PARTICIPATE IN A TITLE III 
PROGRAM, tNFLATION
WHT-CH OCCURS IN THE COURSE OF A TITLE III PROGRAM CAN BE
OVERCOME WHEN FULL FORGIVENESS 	IS REACHED: 
 MAINTENANCE
OF VALUE IS NOT REQUIRED. NEVERTHELESS, 
IN THE BOLIVIAN
 
CONTEXT, VARIOUS STEPS TO 
COMPENSATE FOR AT LEAST SOME
OF THE EFFECTS OF INFLATION WERE TAKEN BY MUTUAL
AGREEMENT. 
 THIS IS REFLECTED IN
APPROXIMATELT DOLS 90 	

THE GROSS FIGURES OFMILLION CCC DISBURSEMENT, WITH IOB
DEPOSITS OF 44 TRILLION PESOS.
 
B. RECOMMENDATION NO. 
9: WE RECOMMEND THAT A.I.D''S
BUREAU FOR FOOD FOR PEACE AND VOLUNTARY ASSISTANCE
ESTABLISH POLICY REGARDING ADVERTISING AND PUBLICITY FOR
PUBLIC LAW 480, 
TITLES I AND 
III LOCAL CURRENCY PROGRAMS
 
COMMENT: 
 THE REQUIREMENT FOR PUBLICITY IS IN SECTION
103(1) 
OF P.L. 480. THIS REQUIRES THAT THE U.S
GOVERNMENT QUOTE OBTAIN COMMITMENTS FROM PURCHASING
COUNTRIES TO PUBLICIZE WIDELY TO THEIR PEOPLE, BY PUBLIC
EDIA AND OTHER MEANS, 
THAT THE COMMODITIES ARE BEING
PROVIDED ON A CONCESSIONAL BASIS THROUGH THE FRIENDSHIP
OF THE AMERICAN PEOPLE AS FOOD FOR PEACE UNQUOTE.
 
TO IMPLEMENT THIS LEGISLATION 
 EVERY P.L. 480, TITLE I OR

CT
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TITLE III AGREEMENT INCLUDES THE FOLLOWING PROVISION IN
PART I, ARTICLE III, 
SECTION I OF THE AGREEMENT: QUOTE

HE GOVERNMENT OF THE IMPORTING COUNTRY SHALL UNDERTAKE

SUCH MEASURES AS MAY BE MUTUALLY AGREED PRIOR TO

DELIVERY FOR THE IDENTIFICkTION 
OF FOOD COMMODITIES AT

POINTS OF DISTRIBUTION IN THE IMPORTING COUNTRY, AND FOR
 
PUBLICITY IN THE SAME MANNER AS PROVIDED FOR IN

SUBSECTION 103(1) 
OF THE ACT UNQUOTE. FURTHER, GUIDANCE
 
TO THE FIELD (AIDTO CIRCULAR A-487 OF JULY 6, 1974,

WHICH IS STILL ACTIVE GUIDANCE) ON THIS MATTER STATES

THAT QUOTE TO AVOID MISUNDERSTANDINGS AND POSSIBLE 
DELAYS IN 
ISSUANCE OF PURCHASE AUTHORIZATIONS, USAID

MISSIONS ARE REQUESTED TO NEGOTIATE THESE POINTS WITH

THE FOREIGN GOVERNMENT AND, UNLESS OTHERWISE AUTHORIZED,

CONCLUDE ARRANGEMENTS PRIOR TO SIGNING OF THE
 
AGREEMENT. 
USAID MISSIONS ARE ALSO REQUESTED TO ADVISE

A.I.D./WASHINGTON IMMEDIATELY FOLLOWING CONCLUSION OF

ARRANGEMENTS ON THE PROCEDURE TO BE USED IN 
CARRIIN" OUT
THIS PROVISION OF THE LAW ARRANGEMENTS MADE WITH THE
 
FOREIGN GOVERNMENT SHOULD INCLUDE PROVISION FOR PERIODIC

REPORTS ON MEASURES IT HAS TAKEN TO IMPLEMENT THESE
 
REQUIREMENTS 'UNQUOTE. IN 
ADDITION, A:I:D. HANDBOOK 9 TO
BE REISSUED SHORTLY, WILL CONTAIN IN CHAPTERS 4 AND 5,
WHICH PERTAINS TO TITLES I AND III ACTIVITIES, WILL
 
CONTAIN MATERIAL REFLECTING THIS REQUIREMENT.
 

WE WILL CONTINUE TO REQUIRE THAT IN ALL P.L. 480, 
TITLE
 
AND III NEGOTIATIONS THIS LEGISLATIVE MANDATE BE
 

INCLUDED IN THE 
 BASIC NEGOTIATING INSTRUCTIONS AND

AGREEMENTS. ALSO, THAT COMMITMENTS BE OBTAINED FROM
 
PURCHASING COUNTRIES THAT WILL INSURE INSOFAR AS

PRACTICABLE THAT FOOD COMMODITIES ARE MARKED OR

IDENTIFIED AT POINT OF DISTRIBUTION OR SALE AS BEING

PROVIDED ON A CONCESSIONAL BASIS TO THE RECIPIENT

GOVERNMENT THROUGH THE GENEROSITY OF THE PEOPLE OF THE
 
UNITED STATES 
 IN ADDITION, COMMITMENTS MUST BE
OBTAINED FROM PURCHASING COUNTRIES TO PUBLICIZE WIDELY
TO THEIR PEOPLE BY PUBLIC MEDIA AND OTHER MEANS, THAT
THE COMMODITIES 
ARE BEING PROVIDED ON A CONCESSIONAL
 
BASIS THROUGH THE FRIENDSHIP OF THE AMERICAN PEOPLE.
 

WHILE THE ABOVE REQUIREMENT IS INCLUDED ALL PL 4B0,

TITLES I AND III AGREEMENTS INCLUDING BOLIVIA, IT

APPEARS THAT THE AUDIT MAKES A VALID POINT IN SUGGESTING
 
THAT USAIDS AND EMBASSIES SHOULD BE REMINDED OF THE NEED

TO ADDRESS THIS REQUIREMENT IN MUTUAL AGREEMENT WITH THE

HOST COUNTRY AS SET 
FORTH IN THE AGREEMENT. IT IS

RECOGNIZED, HOWEVER, THAT LOCAL DECISIONS 
WILL HAVE TO
BE MADE TO ADAPT TO LOCAL SITUATIONS. BAKER
 
BT
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AUDIT
 
OF ACCOUNTABILITY FOR
 

LOCAL CURRENCY IN BOLIVIA
 

Examples of Major Documents Not Cleared by
 
USAID/Bolivia's Controller
 

1. An Nugust 25, 1987 memorandun from a program contractor to the
US\I1)/Bolivia Director informed him that losses due to exchange rate
fluctuations under the 1978 PL 480 Title I1I program totaled $31.5
million. This memorandum had not been cleared by the controller, nor
had it been seen by the financial contractors until our audit. Atthe time, Executive Secretariat reporting indicated that there was a
$37.2 million loss. 
 (This figure, too, was not verified.)
 

2. An October 22, 1987 memorandum from a program contractor to theUSAID/Bolivia Director informed him that losses tinder the 1978 PL 480 
Title IIl program totaled $34.6 
million. The financial contractors
 
pointed out that unverified Executive Secretariat reporting showed 
that there was a $37.S million loss in October 1987. 

3. On May 27, 1933, USAID/Bolivia sent a cable to the N.i.D./Washington
Food for Peace representative claiming that approximately 32 million
in shl)rtfalls existed. There was no evidence that the cable had been
cleared by the controller nor reviewed by his financial experts. In
fact, the loss had never been verified by USAID/olivia. 

4. IJSID/Bolivia was about to execute the 1988 Amendment to the 1986 PL
480 Title III Program with a potential $5.3 million equivalent

arrearage error therein. USAID/Bolivia had stipulated that the host 
government was to repay 
$10 million in arrearages in 10 equal

installments representing accumulated debt under the PL 480 Titles I
and Ifl programs. The draft amendment had not been cleared by the
controller nor 
 had fiscal data been analyzed by his PL 480
 
contractors. The arrearage,actual verified through audit, could 
exceed $15 million (see Finding No. 2).
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i Ii ... ......... ..
 

These,,Ssilos- ru
 

Tfhese silos were usedi b.y Santa Cruz .small rice farmers 



4 Appendix 
Page 2 of 3
 

.. ........ . . .... 


........
....
 

Due to fLinding delays, ACAF only financed and marketed 19% of it's 1988 

p roducti on t arg v:t. 

Although plased with the project, beeficiaries were unaware of the U.S. 

Government's sponsorship and fruffing assistance for this project. 
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The San Julian Water Project was appropriately targeted to Bolivia's 
rural poor. 

INI 

Tle San Jul an W tter Proj ct needed mor i ncoTe, produci ng act iVi ties. 



Historicai Account of Delinquent G013 Deposits to the PL 480 Title 1111 Provirams 

DIMte Corresrondence Subject 
 Remarks
 

January 13, 1981 Mission Caole to 
 PL-480 Title III Delinquent GOB Joint Commission for Rural Development agreed to find ways to make

Washington, D.C. Deposits to Special Account additional deposits to the special account. 

January 28, 1987 Executive &:cretariat PL-480 Title III Arreariges Executive Secretariat reported to USAIU/Bolivia's Mission Director on GOBLetter to UtAID/Bolivia's and Devaluwtion of airearages of more than $5.4 million to the Commodity Credit Cooperation and
Mission Director Special Account the Title III 1978 Program. Executive Secretariat requested that reflows 
from the PL-480 credit program be used to pay past due arrearages. 

July 21, 1987 ARD Memorandum to Liquidity Problem Involving GOB did not deposit the remaining balance of its $6.4 million arrearage to

LUSAD/Bolivia Mission the PL-480 Title I Special the PL-480 Title I Special Account. The memorandum noted that GOB's last

Director Account (Mission Director's 
 deposit to the special account was on August 5, 1986 for "only $13,649". The
 

Meeting with GOB's Finance 
 GOB's Minister of Finance had assured the Mission that the remaining $6.5
 
Minister) million would be deposited by the end of 1986. The promised GOB deposit was
 

never made, however, and ARD noted that GOB's lack of deposits had stalled 
the program.
 

August 2S, 1987 ARD IMorandum to Mission Decision Related to 
 The ARD Office recomended the issuance of a Mission decision and/or policy

LSAID/Bolivia Mission PL-480 1978 Program's to authorize the GOB to use 
reflows from PL-480 program credit lines to make
Director Outstanding Debt up the reported $31.5 in disbursement shortfalls so that the agreement's 

currency use bffset requirement could be fullfilled. The ARD office stated 
that the reported $3.5 million in GOB arrearages to the 1978 Title III 
Program would likely be deposited by the GOB as it was promised by the 
Minister of Finance. 

September 18, 1987 ARD lerandum to USAID/ 
Bolivia's Deputy Director 

Outstanding GOB Deposits 
to the PL-480 Title I/I1 
Special Account 

The memorandum noted that despite the Minister of Finance's verbal assurance 
that regular deposits would be made to the special account, no deposits had 
been made since July 1987. As a result, the liquidity problem for the Title 
I/IllIprograms had became increasingly worse. 

October 13, 1987 USAID/Bolivia Mission 
Director's Letter 
to GOB's Minister of 
Finance 

Status of GOB Arrearages GOB arrearages of $3.5 million to the Title I1 1978 Program and $6.4 million 
to the Title 1 1985 Program were discussed. The letter noted that the 
Minister of Finance did not adhere to its May 26, 1986 commitment to make 
monthly deposits to the programs' special accounts until all past arrearages li 
were cancelled. 'I 

Noemer 19. 1987 Aide Memoire UISAID/Bolivia Mission 
Director's Meeting with the 
GOB's Minister of Finance 

GOB arrearages to all the active PL-480 programs were discussed (i.e. $3.5 
million to the 1978 Title III Program, $6.4 to the 1985 Title I Program
and $2.2 million to the 1986 Title Ill Program). The GOB's Minister of 

-I 

0 X 
Finance would have to propose a schedule of deposits of $1.0 million monthly 
that would begin January 1988. i\/ n 



I te Correspondence Sub ject Remadrks 

November 25, 1987 Deputy Mission Director's 
Letter to GOB's Minister 
of Finance 

Commitments Made During 
Mission's Director Meeting 
with GOB's Minister of 
Finance on November 23. 
1987 

Reference was made to the Initiation of 
and continuing during the year until al. 

:posits beginning in January 
-elinquencies were paid. 

1988 

November 27, 1987 Acting Mission Director's 
Letter to Ministry of 
Industry, Commerce and 
Tourism (WICT) 

Delinquent Payments to 
GOB's Treasury Department 

The le ter stated that as of November 2-. is7 the Association of 
Industrial Millers had received wheat v. at. $18,000,000, but had failed 
to make one deposit to GOB's Treasury I&.=rtment. 

December 1. 1987 

December 2, 1987 

February 29, 1988 

Acting Mission Director's Meeting with GOB3's Minister 
Letter to American of Finance about PL-480 
Ambassador to Bolivia Matters 

Executive SecretariatLs Reconfirmation of Treasury 
Letter the National Department's Repayment 
Treasury Sub-Secretary. Schedule for Past Due 

Deposits and Arrearages. 

USAID/Bolivia Mission Among Othe Topics - Minister 
Director's Letter to of Finance's Failure to 
GOB's Minister of Finance. Comply with Recently Agreed 

Upon Repayment Schedule. 

The letter informed the Ambassador that SB arrearages and delayed deposits 
to the PL-480 special accounts threatene: not only the current program, but 
also any prospective FY 88 PL-480 Title ::I Amendment. Future delays in 
payments of required deposiLts and arre~rages might make it necessary to 
include as a condition precedent in any .uture agreement, a requirement for 
the GOB to be entirely current In its pa.b-nLs to the special accounts. 

Reference was made to the institution's s;,'eber 27, 1987 jointly held 
meeting in which the GUB's Treasury befpa:-_ent agreed to deposit, on December 
2, 1987, $S00,000 into the PL-480 Title ::1 1978 Special Account. GOB's 
Treasury Department also agreed to make a deposit of $256,075.90 into the 
Title III 1986 Special Account during tre month of January 1988. Thereafter 
the Treasury Department had agreed to ma-e deposits of $1.0 million monthly 
until all PL-480 Title I/Ill past due depisits and arrearages were cancelled. 

This letter informed the Minister of Fina.ce that the repayment schedule's 
January 1988 deposit had still not been -.1e. 

Mirch 7, 19ES GOO Minister of Finance's 
Letter to USAID/Bolivia 
Mission Director. 

Minister of Finance's 
Repayment Agreement. 

Minister of Finance agreed to make deposi- of $1.0 million per month until 
all arrearages from the three PL-480 Proi.'das were cancelled. 

Warch 21. 1988 ARD Letter to the 
Mission Director. 

Deputy Recent GOB Deposits 
PL-480 Account. 

into GOB made a March 1988 deposit of $1,2So,&,j to the PL-480 
Special Account comprising the required j...ary and February 
payments outlined in the repayment sched-e 

1988 

0 x 
N) l J 

rt 
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List of Report Recommendations
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Recommendation No. 1 


We recomtnend that USAID/Bolivia install appropriate accounting

and internal controls by:
 

a. 	 obtaining evidence that the Government of Bolivia hasreconstrilcted accounLing records thefor Public Law 480

and Economic Support 
 Fund locdl currency programs from May
1978 through June 31, 1989 and obtaining a certification
from a public accounting firm that the local currency was
 
uIsed for intended purposes;
 

b. 	 arranging for a concurrent audit of the local currency
program, by an approved certified public accounting firm,

from July 1989 on;
 

c. 	 periodically reviewing source documentation suipporting

host government financial 
reports and providing assistance
 
to correct any problems found; and 

d. 	 requiring ISAID/olivia controller review and clearance ofcommunications that contain fiscal data pertaining to

Public Law 180 Titles I and 'I, and Economic Support Fund
 
local currency programs.
 

Recommendation No. 2 
 9
 

We recommend that USAID/Bolivia:
 

a. 	determine the selling rates on the dates that deposits
were actually made the Law
into Public 480 special

accounts and have the Government of Bolivia make
 
corresponding adjustments;
 

b. 	 have the Governent of Bolivia immediately deposit into
the 197S Public Law .189 Title III and Public1985 Law 480
Title I special accounts $795,760 equivalent and $35,081

equivalent 
 relatel to exchange rate errors, including
accrued interest; ind reduce the arrearage 

any 
balance owedthe 1')33 Pub lic Law 480 Title III special account by an

equivalent f10,072, including interest accrueA. These
values are based on audit review of errors made when the

deposit vouchers were prepared;
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c. ensure that no new deliveries 
of Public Law 180 financed


wheat are ma'le to Bolivia's Ministry of Defense or
National 
Police without 
the prior knowledge of responsible

authorities of both 
the qovernments of Bolivia 
and the
Uni ted States, an 
 that UJSAID/Bolivia 
 has written

assir ince from responsible Bolivia authorities that fundsare ivailable 
aind necessary transfers into the special
account (s)will he made;
 

I. ll\,i 
 ei' ofth1 (;ove I1tn Btolivia that if tile repayllent,
sclie~hl, U "talahlishe!l in the draft 1988 amendment, to tileIH68 Puhlic Law 180) ritie inl agreement is not adhered to,
th:it ti'm iin:ition clases in the applicable Public Law 480
agreeients will be exerc('ised; anid 

e. request responsible Government of Bolivia 
institutions 

report to ISNIfD/Bolivia 

to
 
the cummulative status of
delinquent deposits 
as well as each deposit made (luring a 

reporting period. 

Recommenldat ion No. 3 

14
 

We recommend that A.1.!).'s Bureau for Food for Peace andVoltqtary Assistance not 
 make a recommendation 
 to fully
forgive the $90.7 
 million l979 Public Law 480 
Title Ill
program in Bolivia until 
 an ad'litional 
 $34.5 millionequivalo it, has been dishursed from the special account for

mut'ia Iy agreed upon purposes.
 

Recommendation No. 1 
18
 

We recommend that USAIl)/Bolivia: 

a. notify the Government of 11olivia that interprogram loanscannot be made from the three Public Law 480 special
accounts arid that existing 
 loans represent delinquent

deposits or arrearages;
 

b. reconstruct and reconcile the universe of local currency
loans that have madebeen between the Public Law 480Titles I, 11, and Ili programs and loans made by theGovernment 
 of Bolivia's 
 Executive Secretariat

intermediate credi t 

to 
insti tut ions. The Government of
Bolivia's Eecutive Secretariat and Project 
 Coordination

and Control 
 1Init shoul d establish loans receivables 
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accounts, formally 
 reconstruct the 
 records of loans
executed and repayments received, and adjust credits madeagainst 
 the value of Pubtic Law 480 financed wheat 
shipments to Bolivia; and 

c. have the Government of Bolivia's Executive Secretariat

collect $817,000 equivalent in interest recover
and the$1.3 million equivalent in unused funds from intermediate
credit institutions identified in the June 1, 1988

Telleria 9rmachea and Troche financial review.
 

Recommendation No. 5 

21
 

We recommend that 'JS.,T/Bolivia obtain evidence that the
Executive Secretariat and the Project Coordination and Control
Unit have implemented acceptable administrative controls. 

Recommendation No. C 
24
 

We recommend that TJI /Bolivia: 

a. request the Government of Bolivia's Executive Secretariat
and Project Coor'dinat ion and Control Unit to establish andiiss inate to Public Law 480 local currency programrecipients a system of property accountability; 

b. request the Govermnent of Bolivia's Executive Secretariat
and Projact. Coortination and Control Unit to develop anddi sse:ii nate to participating intermediate creditinstitutions, criteria establishing occupation categories,
income ceilings, and net worth limitations for recipients

of Public Lawq 180-financed loans; and
 

c. have the Government of Bolivia's Executive Secretariat account for equipment an] recover 
 12 of 13 vehicles
purchased for Sanitationthe Plant Project. This includes,1 vehicle that was being used for personal purposes by an
 
employee.
 

mZecomment'm t.ion No. 7 

We recommeni that \.I.D.'s Bureau for Food for Peace andVoluntary ssistance 
establish and into
enter 
 the A.t.D.
Handbooks policy regarding advertising and publicity forPuhlic Law 480 Titles I and I[M local currency programs. 

29 
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REPORT DISTRIBUTION 

No. of Copies 

Di rector, IISAID/Rolivia 5 
AA/ FVAI 

[VA/FI' 
2 

AA/IAC 
2 

AA/PF, 
1 

1,AC/SAM/B 
I 

IAC/DR 
1 

,AC/PP 
1 

IAC!CONT I 
I,AC/G(" 

I 
RLA 

I 
LFG I 
AA/XA 

2 
XA/PR 

I 
LEG 

I 
EVA/FFP/LAC 

2 

GC 
1 

AA/M 
2 

NI/FM/ASI) 
2 

PPC/CDI F 
IC 3 

1 

AIG/A 
I 

IG/PPO 
I[/ I,C 2 

1 

IG/ANI)/C0R 
12 

SC/ I I 
RIG/I/T] 
Other RIG/As 1 


