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TO: DirectoerJSAID/Jamuica, WilL{um R. Joslin
, V! A o 5
50 10 MECLG e

FROM: RUG/A/T, T ERSAN S Gt Y

SUBJECT:  Interim  Audit  Report  on  the USAID/Jamaica  Emergency
Rehabilitation Project No, 532-0185

This report presents the interim results of a concurrent audit hy the
Office of the Regional Inspector General for Audit (RIG/A/T) and Touche
Ross of $25 million obligated, of which $3.8 miltion hal been disbursed,
to the SGovernment of Jamaica (GOJ) for (he rehabititation of certain
services damaged by Hurricane Gilbert on September 12, 1988,  Please
advise this office within 30 days of any additional information relating
Lo actions planned or taken (o implement  the  recommendations. We
appreciate the cooperation and courtesy extended to our staff during the
audit.

BACKGROUND

Hurricane Gilbert developed on September 10, 1988. The hurricane skirted
the southern coasts of Puerto Rico, the Dominican Republic, and Haiti
before directly hitting Jamaica on september 12, The storm then passed
over the Cayman Tslands on September 13 and hit (he Mexican island of
Cozumel and moved across the norihern Tucatan Peninsula on September 11,

Hurricane Gilbert was Jamaica's  worst disaster  in this century,
Forty-six nersons were  killed according Lo Jamaica  news  repords,
40-60,000 were left homeless, and the homes of another 100,900 persons
were severely damaced.  Winds of up to 110 niles per hour struck  the
island cutting telephone and electric service, destroyving roofs  and
damaging the international airports, Water supplies were severely
disrupted and heavy rains led to flash floodine and 1lslides which
damaged agriculture.



On September 12, 1988, the U.S. Ambassador to Jamaica declared the
situation a disaster of sufficient magnitude to warrant YUnited States
Government assistance. The A.1.D. Office of Foreign Disaster Assistance
responded by immediately sending emergency  necessities, valued at $1.5
million, to Jamaica,

To help restore basic services, housing, and agricultural production, the
U.S. Government also granted $20 million to the Government of Jamaica on
September 28, 1988, for the Emergency Rchabilitation Project  (the
Project) No. 532-0185.  The purpose of this project is to restore
essential  power, water, and  sewerage  services, (o supply  roofinge
materinls for shelter rehabilitation, to provide wedical supplies and
equipment, to restore  some agricultural  production  throug) reseeding
damaged  fields, and to support velief and rehabilitition offorts of
non-governmental organizations.  The project hadl a termination date of
Februarv 25, 1994,

The grant aprcement  for  the Project has  been  amended  two  Cimes.,
Amendment No. 1, Jdated November 22, 1988, increased the amount of the
grant from $20 million to $25 million for hurricane vehabilitation., In
Amendment No. 1, December 21, 1988, USAID Jamaica agreed to reallocate
$221,000 for assistance for transportation cquipment, an adJitional
project element. As  of January 30, 1089, Touche Ross had  reviewed
disbursements totaling $3,796,651. An unaudited accountbility statement
for the Project as of January 30, 1989, is shown as cxhibit 1.

AUDIT ORJECTIVES AND SCOPE

The 1989 Foreion  Assistance Appropriations Act  mandates the ALL.D.
Inspector General (I6G) to closely monitor the uses of Jamaica Jdisaster
assistance and 1o provide an accounting for the uses of che funds,

To meet this requirement, the Dffice of the Regional Inspector General
for Audit/Tegucivalpa (RIG/AT) recommended  that MSAID Jamaica contract
the audit services of a private accounting firm to work under the
supervision of RIG/A/T to concurrently audit  the disister assistance
financial transactions related to the delivery of hurvicane relief and
sehabilitation services, A concurreat audit helps to hetter ensure a
more timely identification and correction of possible problems,  The
RIG/A/T determined the scope of work for the private accounting e and
supervised the audit to ensure the quality of the audit work, RIG/AT
selected Touche Ross as the private accounting firm to asgist RIG/AT in
this audit,

RIG/A/T supervised the non-Federal financial and couplimee audit of the
short term rehabilitation assistance granted to the Government of Jamaica
(60J) under  the  Emergency  Rehabilitation Project No. 532-0185  (the
Project). This report covers $25 million oblivated to the 60J throush
January 30, 1985, The objectives of the concurrent non-Federal audit wis
to determine if the Project grant funds were properly accounted for and
used as directed by laws, regulations, and agreement terms,



This interim audit report covers the period  September 28, 1988, (o
Jammary 30, 1989, and was made in accordance with generallty accepte]
government auditing standards. R1S/V/T conducted the field work for this
report from October 5, 1988, to February 28, 1089, RIG/A/T has relied
heavily on Touche Ross field work, However, we have supervised and
reviewed its work for completeness  and acceuracy,  This  auwdit work
involved tests to ensure that the Project met the purposes for which the
assistance was providel to the 60T, Touche Ross pertormed the following
specific tests for the two major components of the project.

Restoration of Yssential Services Componeqt

L. Touche Ross compired $20,906 981 in earmirks Lo the relevant Project
[mplementation  Orders for  Commoldities (PT0/Cs) and  Project
Implementation Orlers for  Techoical  Services (PLO/Ts). compareld
commitaents of $20,651,912 (o (he comai tment  locuments and to the
related PIN/%s and  PIN/Ts,  and  examined documentary  evilence in
support »f expenditures totaling §2,893,551.

2. Touche Ross ohtained and reviewsd Bills of Lading and other shipping
documents  {or 47,955,194  in vehicles,  heavy  equipment, Ltelepnone
poles and other commodities, which represent 90 percent of  the vialae
of the commoditiers that Yave arrive! in Jamaica.

3. Touche Ross  observed  clearing procedures  as  practicable  anl
~ physically inspected $3,121,513 in commodities or 39 percent »f the
value of the commodity arrivals.

4. Touche Ross reviewed the internal  controls of the implementing
oreanizations as considered necessary for the purpase of insuring
that grant funds were properly accounted for,

5. Touche Ross visited an agricultural  seedd distribution site and
interviewed 63) officers who distributed the secd and farmers who

received and usel the seed,

6. Touche Ross  visited  Tocations  where 97 Buil fing © Stamps  were
distribneed for the shelter rehahilitation prouram,

Support for Non-Governmental dreanizations Component

L. Touche Ross compared $2,135,000 in earmirks 1o Lhe relevant PIO/Cs
and - PIN/Ts,  compared  commitments of £2,135,060 Lo the commitment
documents  and o the related PIN/CS and PIO/Ts,  and  examined
doctmentary evilence in support ol expenditiares totaling $789,717,

2. Touche wys reviewed Jdocuasatation for 1oans srante ] by the Nitionil
Develepment  Foundation  woounting Lo 108,125 (29 percent of  the
amount of Foundation toan<) and for loans lishiursed by the Souncil of
Voluntary Social Services/Uni ted Way of Jamvica amounting to $039, 237
(25 percent of the aount of the Council loans).
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3. Whether (e delivery of health commo-diCies anl wdic services afLer
the PACH is in compliance with VLU reanlations,

1. The receipt  mmd review of final weotnting  reports from all
noin-governmental arpanizatiois per their reenenls with
USATD/ Tamaica,

. The exanination of  sufficient  Jocumentary  svilence 4 supnort f
cvoenditures  for the  power  (echnical o rvices element anl the
comm Jity  clensnts  for comnodities procared  Cieomay 1S, =Ny
DEOCHECNC AL Services agents,

Other  aonmit»rial matters I e execution of IS\, Fvnaien Enoraeacy
Rehabrlitation Project activities hive heen documented v the proaress
reports issued by Touche Ross Lo 215/V/T over Uhe course of the nilic,
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EXHIALT |
Page 1 of 2

USATD/JAMAICA PROJECT NO. 532-0145
EMERGENCY RUVABILITATION ProIECT
FUNDS AZCOUNTABILITY SUATESENT - JAWN'IARY 30, 1989
(A1 Amounts in 11.S.$700's)
CINAUDT EED)

1/ 2/ 3/ 1/ 5/
B - ACCRIED
ELEMENT OBLIGATTON S EARMARKS  COMMITMENTS  DISBURSEMENTS EXPUNOL T IRE S
b L $ b b

172579
POWER -

Commodities 1,168.1 1,153.9 1,138.6 310.5
Technical \ssistance 69,2 6H9. 1 09,1 52,9
Technical services h, 23,7 5,531.2 5,019, 2,097 .1
[7,731.0  10,158.9 19, 116.9 7 139,90 6H,710,0
SHELTER - - B
Commadities Hh,987 .5 H,987.5 H,987 .5 2.5
Technical Assistance 56.0 hh.0 36.9 7.3
IR 0 —’Tdiﬂ,i T3S 778 2,79%.9
JATER -
Conmodities 2,051 1 2,045,1 1,891, 1 92.8
Techaical Assistance 67,2 59,1 59.1 18.1
2, 12T.6 2, 101,35 1,037 3 17,2 1,3157.9
TEALTH -
(:()!llhixl(ﬁl.‘l”\} ()5()_{) 9_)\').() S0l1.0 0.0 3()9.0
AGRICULTHIRE -
“ommodit e, 559.0 659.0 630.0 316,7 203.0
NATTONAL DEVELOPYENT )
FOUNDAT [ON 975.0 975.0 975.0 416.9 557.9
KINGSTON ESTORNTTON
COMPANY 175.0 475.0 475.0 1.8 49,0
CYSSZUNTTED WAy 985.0 94%5.,0 185.0 371.1 313,
IRACKING/M) ST THRING
S AUDLT 311.9 309.1 291,11 1,3 15.0
IELEPHONL EROEPMENT 486.0 186,10 1355.0 0.0 1.0
FRANSPORTATION OF
RELTEF 50005 221.,0 ZZI.Q 221.0 0.0 221.0

PROJECT TOTAL 25,000,0  24,358.9 2773 3,796.7 12,992 .

SR2ITZIWITT TrTTTT2T3T O zrzrzaear 0 meam s mmawm maweoeoaoma
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SUFJFCT:  DFAFT INTERIM AULIT REPCRT CN TEE
USETIL/JAMAICA EMERGENCY FEEAPALITATION PROJECT
(NC. 52z-p1€Y9)

"THIS RESFCNTS T0 YCUR MEMCRANDUM TATED MARCH 2
ENCLCSING A CCFY CF TEFE DRAFT AUDIT REPOET ON THE
EMERGENCY REHAFILITATICN PROJECT IN JAMAICA.
FOLLCWING AKE OUK WRITTEN COMMENTS, AS RLQUESTED
IN YOUR MEMCRANDUM. NOTE TFAT TEX ATTACEED
LOCUMENTS DESCRIEED PELCW IN USAID RESYCNSE TO
EECCMMENDATION NO. 2 WERF FAXED TC YCU ON MARCH 1@
FOR INCLUSION HEREIN.

USAID/JAMATCA 1S PLEASED T HAVE MET YHE
CBJECTIVES OF THE EMERGENCY KEHABILITATION FROJECT

WEICE EFSPONDED TO DAMAGE CAUSED EY HUKRICANE
GILRERT.

TEE AID PROJECT AGREEMENT WAS SIGNED 16 DAYS AFTTR
THE RURRICANE STRUCK, AND APPRCXIMATELY A MONTH
LATER USAID HAD COMMITTED *15.6 MILLION, OR £@
PERCENT, OF PROJECT FUNDS. BY THE END OF
NOVEMBER, THE PRCJECT AGREEMENT HAD FEEY INChEASED
TO $25 MILLICN, AND USAID HAD COMMITTED :iCRE THAN
v20 MILLION., BY THE END OF DECEMEER, FUNDS WERE
86 FERCENT COMMITTED AND BY FE IAND OF JANULYY,
COMMITMENTS WERE 97 PERCENT. DISEURSEMEMTS HEVE
EEEN MADE PROMPTLY, TECUGE OF COURSE LAG RECAUSE
THEY ARE MADE ONLY AFTER ¥CRK IS DONE AKD A
BILLIWG RECEIVED.

WHEN THE PROJECT ENDED ON FEERUARY 25, Joeg,
PEELIMINARY INDICATIONS SHCW A WIDE RANGE OF

" IMPACTS OF AID ASSISTANCE. ¥OR INSTANCE FOWER
®WAS RESTORED IN 80 DAYS (3¢ DAYS AFEAD OF
SCHEDULE) TO 1153 PRE-HURKICANE LEVEL O¥ 2t My
"AFTER SEUT-DOWN THE DAY CF TEY RURRICANF, wITH
VIRTUALLY AlL INDIVITUAL CUSTCMERS FULLY

RESTORED. AID FINANCFED 145 LINESMEN FRCM SIX
AMERICAN COMPANIES WHOQ WCRKED B9-BOUR WEEKS TO
HELP RESTCRE PCYER TO SOMFE 97,009, CR 2% PERCENT, .
CF TOTAL CUSTOMEKS., AID FINANCED ezs

1/3 UNCIASSIFIFD KINGSTON  2e2f2e /99
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PREFABRICATED HOUSING UNITS FOR NEEDY, HOMELESS APPENDIX 1
FAMILIES. IN SUPPCRT CF JAMAICA’S SUCCESSFUL Page 2 of 8
EFFORTS TO FULLY RESTCRE wATER SCURCES, AID
FINANCED SOME £¢ PEKCENT OF PIPFS, FITTINGS, AND
PUMPS USED TO RESTCRE BRCKIN MAIN DISTRIRUTION
LINER, WATER/SEWERAGE FLANTS, A D SMALL Apb LARGE
PIPELINES. AID-FINANCED SEEDS HAVE Rpep PLANTED
AND HARVESTED, AND TEESE CRGPS ARY NOW REAPPEARING
IN URBAN MARKET PIACES. In THE HEALTH SECTCH, AID
FINANCED VERICLES FOR A MOSQUITO SPRAYING
CPERATION TC ENSURE THERE WOULD PF NO OCCURRENCE
OF LENGUE FEVER. A JAMAICAN NGO MADZ 3gs NEY
LOANS TO HURRICAN®-DAMAGED BUSINFSSES, CF WHICH 3@
PIRCENT WENT TC WOMEN-CWNET BUSINESSES, anD HELPED
RESTORE SOME 1,26€ JOBS. 1IN DOWNTOWN KINGSTCN, AN
NGO STAFFED A HEALTH CLINIC WHICH PROVIDED Somp
©,000 PERSONS WITH HEALTH CARE AND HFALTY
EDUCATION IN THE AFTERMATH OF TES EURRICANE. IN
ADDITION, AID FINANCED REMOVAL CF SOME 1e¢
CONTAINERS OF RELIEF GOODS WEICE WERE BLOCKING
CONGESTED PCRT WAREHOUSES, SC THEY COULY RE
LISTRIRUTED TO NEEDY INDIVIDUATS.

WE HAVE BEEN HICHLY SATISFIED WITH THE STSTEM OF
CONCURRENT AUDIT CF TEIS PROJECT. THIS SYSTEM ¥CR
AUTITING THE PROJECT ENAELED THE MISSICN TO AVCID
PITFALLS INHERENT IN UNDERTAKING ANY PRCJXCT AND
FACILITATED MID-CQURST CCRRECTIONS DURING
IMPLEMENTATICN. TO ASSIST RIG, THE MISSICN NAS
APLEY TO CCNTRACT ¥CE SERVICES OF TYE RIG SXLECTED
LCCAL CFFICE QF A EBIG EIGHT ACCOUNTING FIRM
APPROXIMATELY THREE WEEKS AFTER SIGNING CF Tu®
PROJZCT AGREZMENT , AND THE FIRM BEGAN WCHRX
PRCMPTLY,

FOLLOWING ARE MISSION RESPCNSES TO THE THREE
RECCMMENDATIONZ IN TER DRAFT AUDIT RZPORT.

RECCMMENTATICN NC. 1

AE RECCHMMEND TuAT USAID/JAMAICA OBTAIN LVIDENCT
FRCM TEZ GOJ TZAT TEE RCOFING MATZIRIALS Hav™ FETEN
SOLL, THE PRCCZIDS DEPCSITED IN A BUILDING
HEHABILITATION fUNL, AND THE FUND HAS BEZN USED T0

1/3 UNCLASSIFIED KINGSTCh  Qe2e2s/e1



EZSTCEY TEE HCUSING OF FLIGIFLF RECITIENTS.,
USLIT EESFONSE

TEE MISSICN'S FIRST CEJECTIVE WAS TO ENCOURAGE TEE
GCJ TC MArLE MAYIMUM USE CF} THE COMMERC IAT
DISTRIFUTION SYSTEM FCR KETLACEMEINT RCOFING
INSTEELD CF CREATING NEW GCVERNMENT CHANNELS. WF
WERE SUCCESSFUL IN ACHIEVING THIC CFJECTIVE. OUR
SECCND FEICFITY WAS TO MAKT SUFFICIENT ZINC
RCCYING AVAILAFLIE SO TEA1 FECPLE COULD EELF
' THEMEELVES AS MUCH AS PUSSIRLE. THIS OBJECTIVE,
TOC, WAS FCCOMPLISEED, AS USAID FIFLD SURVEYS
FCUNE RCCFING CENFRALLY AVA] ARLE FROM rTCUT
CECEMEFE FIRST, ANL IT CONTI UES TO PE 1IN AMPLY
SUPFLY TERCUGE JAMAICA. SIMULTANEQUSLY, AND
UNLNCWN TO USAID, TFE GCVEKN ENT CRLELED FCOFING
MATERIALS 1K QUANTITIES SIGNIFICANTLY GREATER TYEN
THE TRCJECTFED RECUIKEMENT. HE BUILDING STAMPS
FRCGEAM . CNCE STARTED, WAS PLACED CN ECLD 1IN
JENULRY THRCUGK TEE ELECTICH PERICD WEICH ENDED IN
FARLY FERRUARRY. TFVEN 50, STAMPS WCKTH JAMATICAN
FCILAES 154 MILLICN (U.S. 1O LARS 29 MILLICN) WERE
PIISTRIBUTED DIRFCTLY TO NEXDY INDIVIDUALS FY THE
MINIETEY CF SCCIRL SECUKITY STAFF.
)

N

EIT EAS HATSED WITH THE GOVERNMERT THE UKGENT

FL TC EDDRESS THE SITUATION COVEKED BY THE

ECOGUMENDATICON, AND FAS FRCPCSED TEREFR CPT1CNS FOR

CISTRITUTING LID~FINANCED 2INC RCCFING. WE EAVE

ET WITH TEE GCVEHRNMENT AND VILL ACTIVELY PURSUE
LARLY RESCLUTICN CF THIS FROFLFM.

PRECOMMENDATICN KNC. 2
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VUSKAIL/JAMAICA SHOULD CETAIN EVITDENCE THAT TIE
GOVERNENT CF JAMAICA HAS RECOVERED THE EXCESS
SELD DELIVERED TC TEX SAINT ANDREV LAND AUTHORITY

VEND EES KEDILTPIFUTED IT TC HE PARIZHES STILL IN
NEYD,

+UPON FECCMING AWAKE OF THIS FROBLEM 1IN DECEMEER,
USAID KEQUESTED MINISTRY CF AGRICULTURE (MOA)
ACTICN 10 KECCVER 1EE OVEKIS UED SEEDS AND, IN TEE

VEBSENCE CF THAT, 10 ISSUE A KEVISED ALLOCATICN
LIST. IN A MEMC DATED FFFRUARY 15, 1989, FRCM
LLCYD THCMESCN, MCA, TC THF DIRECTOR CF THE

) FROLUCTION/EXTENSICN DIVISION, MOA, IT 1S POINTED
CUT THAT 3¢5 CF THE 215 FCUNDS OF THE CVEEISSUED
ONICH SEELS WERE RECCVERIL; THE EALANCE HAD FEEN

VLISTHITUTED TC FARMERS, SUBSEQUENTLY TEE MOA
I5SUED & KEVISED AILOCATION IIST WHICH
INCCEFCPATES CHANGES CAUSIL Y THE CVERISSUE CF

s SR SR TN
VTEE SERDS

zlo.  FOTH CF THESE 17FMS AFRE ATTACEED.

Y2/ UNCTACETRITD LINGSTON eepenn/pp
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TEE CNLY CUTSTANDING MATTER S FOR TCUCHE RCSS T0 APPINDIX 1
VIRIFY THAT ALICCATICNS WERE IN FACT MAD® PER THE Bago 4 oF 8
REVISED ALLCCATICN LIST. (NCE TEIS IS DCNE, WE |

WOULD HOPE THAT THE RECOMMENDATICN MAY PE CLCSED.

WE RICOMMENT THAT USAID/JAMAICA:

A. CLARIFY WITH TEE YATICNAL DEVELCPMENT
PCUNCATICN THCSE CIAUSES IN HF AGREEMENT WHICH
ARZ OF SUCE IMPCRTANCE TEAT, IF TEZY ARE NOT
COMFLILZD WITH, wCULD CCESTITUTE A EREACH OF THE

AGRIXMENTS

EzQUIRE MDF TC DOCUMENT THAT ALL LOANS MEET

2 CRITXFIA STIPULATED IN THE AGREEMENT; AND
SISALLOW DISPURSSMENTS FROM THE EMERGENCY

L LITATION PRCJECT FUNLS FCR ALL LOANS MADE BY

! ATICNAL DEVELICPMENT FCUNDATICN WHICH DO NOT

ACISEY CRITSRIA, AS CLARIFIED, CUTLINED IN THE

SHEEVMANT BRIWIFEN USAIL/JAMAL A AND THE NATICNAL

TYILOEMENT FCUNDATICN,

.
i
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