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The Office of the Regional Inspector General for
Audit/Manila has completed its Audit of Secondary Food Crops
Development in Tndonesia. Five copies of the audit report

are provided for your action,

The draft report was submitted to yvou £for comment and your
comments are attached to the report. The report contains

four recommendations.  Pecommendation No. 2 is  closed while
Recommendat ion 1o, ] is resolved and can be closeda once the
actions in process are completed.  Pecommendations Ho. 3 and
4 are unresolved, Please  advise me within 30 days on the

status of actions planned and  in process to close the
recommendat iona,

I appreciate the cooperation and courtesy extended to my
staff during the audit.



EXECUTIVE SUMMARY

The purpose of the Secondary Food Crops Development Project
was to increase the production, consumpi i n and marketing of
secondary food crops in Indonesia. This was ‘o be achieved

through improved cropping systems, increased use of
commercial inputs and improved post-harvest. management. The

project agreement was signed on May 23, 2963 for a five-year
period. A.I.D. was to contribute $6.4 mi:lion and TIndonesia
$6.3 million on an in-kind basis. Subsequent amendments
resulted in A.I.D.’s financial obligation being increased to
$7.4 million and the project assistance completion date
being extended to April 15, 1990.

This was a performance audit with ihe specific objectives of
determining whetlher (1) project sbijectives were being
achieved, (2)  project accomplishments would be sustained,
and (3) financial managemenlt practices were adequate., Audit
work showed that project accomplishments had not been
adequately evaluated, continued project support after A.I.D.
funding ceasas  had  not been assured, control over technical
assistance disbursements was weak, and unneeded project
funds had not beean deobligated,

The project has contributed to improved cropping systems and
has increased the prodoction of secondary food cropes in

Indonesia, Also, Government of 1Indonesia officials have
expressed interest in continuing project activities beyond
the completion of A.1.D. assistance. Howevear, to maximiza
project benefits, USAID/Indonesia  should establish valid

indicators for measuring project accomplishments and utilize
these indicators to measure project achievement s during the

remaining project  life and Auring the final project
evaluation, USARLD/ Indone :ia chould also work with
lidonesian  officials  to develep  a plan and  budget for

post-April 1990 secondary food crop activities. Finally,
USATD/Indonesin in conjunetion  with AlD/Washington should
establish bottor control over technical assistance
disbursemnants  and  Jdeobligota project funds that will not be
needed duving the remaining lire of the project,

The  Foreign  hasistance  Acl rerquires  that  a system be
established Lo compare  projoct Accomplishments wich nroject
objectivos, Allthough  the projoct has co tributed to
incroeasod necondary food crop production  in Indonesia,
achiovament of  thing chijoct ive  conld  not be cubstant iated
bocanse Lhe verifiable indicators  designed  to measure
project accomplishment s hadl not been adequately  evaluated,
This Orreny yod becauno project officials believed the
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indicators were wunrealistic and not wvalid for evaluation
purposes. Secondly, USAID/Indonesia did not modify project

goals and purposes as recommenrled in the mid-term
evaluatiorn, As a result, Mission management did not know
the xtent to which project accomplisnments had been
achieved. The USAID needed to develop revised indicatore
and use them to assess project accomplishmentsy during the
remaining project life and during the final project

evaluation. A revised loygframe was developed by the USAID,

and its approval alony with finalizing arrangements for the
final evaluation were being pursued.

About one-third of the project funding authorization was to
be spent during  the  final  year of project implementation
even thongh thero wag Little  acsurance  that  the  Government
of  Indonesia was  capable  of  supporting  the project after

A.1.D. funding ceased, Important  project components, such
as damonatration anrl trial farm support, mags
commurications, and market information oollection, redquired

additional  funding and continued pairticipation by the host
government..  Assurances of continued support were especially
important since the Indonesian governmeni’s participation in
the project  has  been much  less than  wlanned because of

funding congtraints, AL, D. requlations state that prior to
the completion of A.I.D. assistance, a number of continuing
responsibilities  must  be  considered, including host country
recurra2nt cost responsibilities and the adequacy of  funding
for the continued operation of rhn project.  These issuaes
had vet  to  be  resnlvaed, Unless UsalD/indonesia  and  the
Indonesian aoveviment address ways  bto sustain projecu

activities, millions of dollars  in  project  funds mnray have
been  spent  on aotivities that  will not e continued, The
UsATD needed to worie with  the  Government  of Indonesia to

devolop A plan and bucget to ensure continv -~ support for
secondary food crop o activitioen, ln 1esponse L che  UDAID' s
initiatives, the Government of Indonesia pre, - ed a plan and
budget  fon limitead but continned Supporc of project

act iuit jon,

Abont 2201 million in project technical «ssistance was beinag
£

disburael by AlID/Washingt on withont affactive internal
cont rol hocanse USKID/ Indonesia WAan not providing
information to  support  AlD/Wachington’s  cortification  and
pravyment 0 vorehe o AR B I pegulat ions yoeopure that
managemont control bhio adeguat o to ensnre that fands are asoed
fov aut horvizaed puarposes and o provide  safoeguards against
waat o, v andd, and abaroe, Boecanse of the Toack of management
contral, project funds have  beon dishuraed  withont  proper

approval and  moy  have  been uosod or unanthorized purposes,

-]



The USAID needed to work with AID/Washington to establish a

system to provide verification of AID/Washington
disbursements and recover any amounts inproperly paid to the
technical assistance contractor. The USAID disagreed that
this was either a USAID  responsibility or that the

recommendation was actionable at the Mission level.

Through May 1989, about $1.3 million in project funds had
not been farmarked  for project activities even though
project completion was less than 4  year away. These funds
were obligated for approved project activities, but some
funds will not be used becanse a1l activities will not be

completed  as  planned, It was  likaly that about 5620, 000
would not. bhe natjlized by prediect completion, To maximize
the use of  project funds, 201,00 roegualations require  a
close-out rewiow of finan ial  obligations  to preclude
project  funds  f1omn being noed  for low priority project

activitics .  The USATD needed to ouiey the financial - tatus
off  the puroject  and deobligate or reprogram funds not neaded
for priovity project activition, The USAID  had  *taken staps
to  earmark  come oblj gated projest funds and planned (-
review A Priovitize  vomaining project  activities and
identify the finding required,  The  USATD  did not plan to
deobligate project funds unt il after project comp'etion,

s
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The audit included a review of project files, financial

records and other pertinent data maintained ac
USA1D/Indonesia and the Palawija Project Office. Tuterviews
were conducted with Mission personnel, Ministry of

Agriculture officials, the technnical assistance concractor,
and numerons farmers and extension workers, The audit team

made two field trips, one te East  Java  ond one to Lampung
Province, to  observe and obtain  informafl ion on secondary
food crop production patterns., There were no previous

audits ot the project, but a 1986 mid-term evaluation was
used Lo help determine whether project objectives were being
achievor, The amount of financial transactions audited was
52.4 millien,

Internal controls  oxaminea  1neluded  concrols over  project
dishurscnent =, counterpart. eonts ihnt i one. and host  country
contract g, The awdit field work was performed during the
periodl April to June 1989, The audit was made in accordance
vith generally accepted government auditing standards.
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AUDIT OF SECONDARY FOOU CRCPS
DEVELOPMENT TN INDONEZSIA

PART I1 - RESULTS OF LUDIT

The audit of the Secondary Focd Crep s Development Project

showed that the vproject had contritanad to increased
secondary food crop production in Indonesia, but some
improvements were needed. Audit  work cshowed that: (1)

project accomplishments had not been adeqgunately evaluated;
(2) continued project support after A.1.D. tunding ceases
had not been assured; (3) control over tachnical assistance
disbursements was weak; and (4) mneeded project  funds had
not been deobligated,

The project.  has contributed to improved cropping systems and
has increased the production of secondary  foed crops  in
Indonesgin, Government of  Indonesia (COT1) officials have
expressed drterest  in continuing vroject activities beyond
the completion o0 A1, assistanco.

To maimnize projact benefits, USALL/Indonesia should
establish valid indicators for measuring projiect
accomp Lishment s and  ucilize these  indicators to measure
project achievemcnts during the remaining project life and
during the final project evaluation The YSALD should also

work with GOl officials to develop s plan  and budg=zt Ior
post  April 1990 secondary  food  crop activities. Finally,
the USALD  should establish bettec:  control over technical
assistance di bnrsements ar1  dechligate project funds that
will not be needed during the remaining life of the project.,












project aspects are molded. Section 6Z1A(b) of the Foreign
Assistance Act requires that A.T.D. establish a system that
includes developuent of quantitative indicators of progress
towards objectives and an evalunation system for comparing

the results of project accomplishiments v Fheir stated -
objectives, Such A system  is presented i A.T.D. Handbook

3, Chapter 12. A.1.D. Handbook 3, Chaptor 14 emphasizes  the
value ot  goa!  avaluation Ly pointiing out that a project can
only be  consigerad Complote vihen t: ic successfully
generating a  stroam of  bLenedits an'l heliping Yhe intoended
beneficiaries in the manner and at the  rate  anvisioned in
the initial preject oy, of modicied, fina! project design,

0
i

In swmmary,  cvon oo houagh o cieee o) ectives  had not boen
adeauately oualuat ad a0 I A R by agency raegulations,
there was  cvidonco v show A Locii bve fapact resulting from
project  oftaort s, SEALL,  projecr “hicctives should be
evaluat o boetore project  conpletion Lo measn e project
success and encourage continunation of Fhe project by the GOI.

Managemnont Comaent s
A revised  Jogframe was o deve ] oped by the USALID  and  was
provided to the GO, USAID and GOI staff met in  August 1989
Lo review the details  of the new Logframe and to finalize
the timing, Statifing and terms  of  referepnce for the final

project  ovalaation, The new indicators will be used in the
final ocvaluation to  agssess project acromplishment s and

sustainapi it o,

Office of vhe Inspector Geneval Comments

The:  USATD act ions are responsive  to the  recommendation.
Accordingtly, Pecommendation  Ho. 1 ig considered resolved and
can o be o closed  once the  actions  in process have seen
completod,
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2. Proiject Sustainability Needs to Be Addressed Prior to
Completion of A,I,D, Assistance

About one-third of the project funding . .taori-zation was to
be spent during the final year of project implementation
even though there was little assuranco that. the GOI was

capable of supporting the project ditvr ALTLLD, funding
ceased. Important project comnonants, as demonstration
and trial farm support, mass Pommuu1vat1unq and market
informaticn collection, required additional  funding and
continuer participation by the host gacverimnent . Assurances
of continued support were especially inportant  since GOI
participation in the Project had been much iess  than planned
Lecause of funding constraints A.1.D. regulations state

that prior to the completion of A.L.D. assistance, a number
of continuing responsibilities muzt he considered, including

host country recurrent cost responsibilaties and the
adequacy of funding  for the continne operation  of the
project . These issues had yet Lo bhe resolvad. Unless
USAID/Indonesia  and  the Indonesian agovaernrnent address ways
Lo sustain  project Activities, mitlione of dallars in
project  funds  way have  been  spont on activibies that will

not be continuecd,
Recommendat.ion o, 2

We recommend that USALL/Indonesia  work with the Government
of Indonesia to develop a plan  and budget for post-April
1990 secondary food crop activities, including farm credit,
demonstration-farm support  and monitoring, &conomic analysis
of returns on non-rice cropping, and technology and market
information dissemination.

Discuscion

Maring tin final year ot project implementation,
USALD/ Indonesia  planned  to  spend  abont 50,35 mill ion, 31
percent  ~f  fhe author izat ion, on e et activities,

Incladed dn this  amcunt  was approximately 51,2 million for
technical ascistance, ovar  S700,000  in operational  support

and 5400, 000 for a0 peolicy shady bt e conducted by Iowa
State  Hniwverait .y, poccordineg e the  technical  assistance
contractor, this tundin g was boing nosed 1o demonstrate to
GO ofticyata v ceceqelary food cropn have  a place in
Indoncesian agricaltare aned o onconr oo them to participate
in  project Aact ivit pon, The  HERATD Frojgect Ofticer agreed

that the fands gore bhoing used to fostor  qreator government
involvement and he boelieved the investment was worthwhile.












support of secondary food crop activities, Also, the
upcoming final project evaluation will pay special attention

to recommendations for improving the prospect of
Sustainability through low-cost field appreaches, including
suggestions fon technology and market information

dissemination,

Qffice of the Ingpec Lor General Comments

The GOI developed plan and budget for the years immediately

after A.1.D.  ascistance ends L8 responsive to Recommendation
Ho. 2, which ia ologod on issnance of  thae report, However,

the limited 1oconreos 1o be previded by the 601 clearly
indicate rhat Y new initiatices begon by the USAID in the
last venr  of prodeot Activitice =il pot bhe sustadned into
Lhe bty o Theretore, the pooaibigo regative impact on
FLodoct poat bcinants, L hat Sltarting  noew  project  activities
which  coan not e completed  before A7 .D. assistance ends,
shenmld be considered by the USAID before new activities are
initiated,
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reimbursed by AID/Washington.

responsive plan of action,
unresolved.

Until the USAID establishes a
Recommendation No. 3 is

16






sufficient English language proficiency; therefore, only 133
students were trained overseas by the project. Technical
assistance was budgeted at 53.4 millionr, but only $2.4
million was planned to be spent:,

A.T1.D. Handbook 3, Chapter 14 states  that Ireparation for

financial  close-out  of a project should be done well before

the project assistance  compl=tion  da o, The financial
status of each project should bae revieweo to identify

specific financial reqnirements over  the remaining  life of
the project  and to preclude the use of preject funds for low
priorvity activities. The Miszion, therefore,  should review
the f{inancial  statuas ol the project Lo preclude excess
project  tuands from being  aged  rfor  low priority project
Activities  and  to maximize their use  for  other Mission
priovitios,

Management  Comment o

The UsAtDh has tesued  a  Project lmplementation Letter
comuitting funds for the final year cf project  activities
and plans to prdoritize  additional projiect activities and
Lexepinigel fuanding Loy Septembien 1982, Unliguidated
obligatione will b 1oviewod daring  the semi-annual 1311
reviews, and o final determination on  the  amount of funds
t-hnt can bedeobligated  will  be made after  the project.
compietion date,

Cffice of the Incpector General Commente

The purpose of ony recommendation was to enccecurage  the USALL
Lo find  the best sossible  use  for  the unearmarked funds

obLligated  andes Phe  profject ., the  USAID  response, which
e budes e o] Sappegegted oo fon the  Balance  of  these
funda,  appears Lo mpaont fhat S hes o fonade will he uned only
for this progect o Thic may e Lhe  bLoaot pessible  use  of
bl fund:os, bt ot b miccaen paioritios  should  be
considered dn e Phe Dopt embier neeet g . Foecompnendal 1on Ho,
4 Lo vy o el preend g a dbtermainat ion of  how  the

unearmatrbed funds are Co oo vt i1 ed,

18



B. Compliance and Internal Controls

Compliance
The audit identified two instances of non-compliance with
agency regulations. First, the evalvation system for

comparing project accomplishments with stated objectives has
not been adequately implenented for this project as required
by Section 621A(b) of the Foreign Assistance Act and by

A.1.D,. Handhook 3. Second, no plan had been devised to
provide for project continuation after A.I.D. assistance
ends as provided by Section 101 (a) (2) of the Foreign

Assistance  Act  and  A.I.D. Handbook 3. Mothing came to the
auditors’ attention as a resnlt of cpecific procedures that
caused them  to believe untested items sere not in rcompliance
with applicable laws and requlation s

Internal Contiols

The audit  revealed two instances where improved internal
controls might  be implemented for more effective utilization
of project funds., Firast, technical assistance disbursementsy
were made  to A contractor without administrative approval by
the USALID Project Officer or  someonc  familiar with project
operations  as  providerd in An.T.D. Han'ithook 19, Second, o
close-out review of  financial obligations as required hy
A.1.D. Handbook 3 needed Lo be conducted to preclude excess
project  funds  from being used for low priority project
activities.

19






contribution. Credit is a contlngont licbrlicy which may or

may not be used, For example, the total dmount of credit
made available for secondary foordd S RNIR roctuet ion Wiils 55.6
million of which only $3.6 million haa bLeen u;ud thuugh May
1989. Further, the amount.o borrowed from Fhe covernment are
to be paid  back  with interast, %Layn%”, substant ially
reducing  the actual  host GOV rinsoent coatsibution Lo t)os

project .

The concorn that host conntrics have not Leen meeting thelr
commitment s  has  beep CApressed on numerou:s audit reporta and
wo3 the subjoct of a4 1947 Inspector  Ceueral  memorandum te
the Assictant Admdnistrator,  Puareaa  {o) Poogram and Policy
Coordination. The [Inspector Gonera ]l ornreosgnd conceson that

the bandreds of milidone o6 dediare AT L. inwvents in
Projects may beo fost or f e devsaloopental LAt ﬂ@“jgz"'y
reduceod s b the lachk  of hoﬁ, yoverigrent financial

commitment.,

It would hea Pradont for USATHO/ Iudonesia Lo more closely
MONItor  conntoviart cantribut ione to  onsure that the host
Jovernmento actvua Ly conty ibhut en to oo pryoject Also, b
Appropriatencss  of  allowi g credit s pavt of the overall
host connt oy contribut ion shionuld be discussed with

—

AID/Washington before this approach
Miscion projocts.

permitted  in future

DN
—
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EXHIBIT 1

List of Verifiable Indicators
Secondary Food Crops Developmenrt Projzct

Verifiable lndicators (Goals)

1.

S.

Increase production by 50% in demonstration farms, 30%
in six extension areas and 15% - 20% in agricultural
districts.

Increase volume of supply by 30%; improve quality,
temporal and spatial distribution of supply; reduce
narketing spoilage.

Increase household consumption by 10% - 15% for all

families in six extenusion areas and agricultural
districts,

Increase cropping  intensity by 50%. Increase labhor
: 3 Pr J 1 Y . ;
requirement for product Lon, harvesting, drying, milling,

processing and grading by 30%.

Increase farm income by 15% - 20%,

Verifiable Indicators (Purpose)

1.

Aboul  50% of farmers in the six extension areas and
about 30% of farmers in agricultural districts located
in  Scuth Sulawesi, East Java and Lampung will adopt
improved cropping systems.

About 50% - 5% of farmers in s8ix catension arcas will
adopt  improved agronomic practices; about 50% - 5% will
increase theinr nse of commercial inputs.

Improve product quality for home consumption and for the
market; reduce food losses.
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memorandum

Marcuafigjﬁﬁgghégti:;ing Director

USAID/ Indohésia

Draft Audit of Secondary Food Crops Development ‘o
Indonesia (Draft Report RIG/A/M dated July 12, 1984)

William C. Montoney
Reglonal Inspector General, RIG/A/M

USAID/Indonesia appreclates the constructive comments made in the drafr
audit receivad on August 2, 1989. Tn addition to the comments addressing
specific recommendations below, we would also like to bring to your

attention several aspects of the report which we believe should be further
clarified, modified or corrected.

On pages 3 and 21 of the report, FAA Section 621A is cited as requiring
vartous actlons on the part of the Misston and on rage 21 the statement is
made that an evaluation gystem for comparing project accomplishments hasg

not been implemented as requlred by Sectlon 621A(h) of the Foreign
Agsistance Act and by ALD Handbook 3,

We have been advised by the RZeglonal Legal Advisor thiat FAA Section 621A

wan eniacted In Y968 tn order to reqiire A.L.D. tg establish an agency-wida
gystem of program performance evaluation. A.L.D. has gatisfied that
leglglative requtrenent by establlalitng aa elaborace Agency-wide project
management: Cevaluation) aystem (see ATD HB 3, Chaprer 12), which requires
that a system of svaluation be get up for each project which fucludes
actions from project desipgn through final proJect evaluation. While you
may take lasue with whether the Misslon has properly lmplemented the
Apency's evaluation program with respect to this partleular project or
whether, for exanple, the veriflable tadleators fn the ecase of thig
project were well formulated, we do not Leltowve 1t 1g appropriate or
consistent with the Yestalar{ve history of the provigion in question to
imply that the Migaton (and accordingly, the Apeaev) has violated FAA
Sectlon 621A by {1t actlons with respect to this profect.

OPTIONAL FORM NO. 10

(RFEV. 1-a0)

GSAFPMR{41CFR)101-11.8

30§0-114

(]
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We would agree that any change in the basic Project goal or purpose
from that set forth in the project planning documeuntat:on would normally
require a PP amendment and AID/W concurrence., Tn this caso, however,
there has been no change in the essential goal or purpose of the project;
as indicated below, we do agree that verit!able indicators gheuld he
defined nore realistically and clearly, but bhelleve that doing g0 does not
require approval above the Migslon level, 1f that 1.4 what this paragraph
Is intended to mean. Ve recommend that thig paragiraph be elther clar:fied
cr deleted.

We have also discussed the comments In Part I1.C of the report with the
Reglonal Legal Adviger, who adviges ug that the host country's provision
of cash to be used to provide credit to farmers can be considered as part
of the host country's contribution to the project, uwuch the game as the
provialon of the use o physical fact ities, equipment, commodities or
other resources can bhe go Lreated 14 dedicqtod to the project and their
use for other puvposes {y Faorepons Ly the heat country for the term of the
project. The measure of the contribution {o the value of the uge of the
asset, {n this ecaae the cash, for the peried daring whilch the money 1g
used for projeet purposedg.  The fact that lateregt may be charged under
such a ecredlt gcheme doey not mean that there 19 16 contribution of
resources, since the rates charped ape typleaily conslderably below the
market vialue of ghe toney and hence do not tully recover the vitlue of the
uge of the funda nor thee decllne In the value 1 the money over time due
to Inflatton and other cases. We w!'1L be revieulay this further to
determine what the pogt appropriate nethod {5 pLor ealuatton of the
contributfon but constdor the use of these tunds ag 4 lepltimate part of
the host country contributlon. We “ould also agree that the uge of the
funds and not the commodities purchased with them by the borrower should
be consldered the contribution.

Our spectific comments on each recoanendatlon follow:

P\E(,'()Mr'ﬂ'lHl)z‘x_fl'[()?! HoLo

We recommend that USATD/ Indonesia review the verifinble indicators
contatned In projece planning documents and

Ao develop reviged Dadleators that wenld be valid for measuring project
aceompllstment y,

be wne the new tndteators to anseasn project accomplishements during the
fInal prolect vviatuation.

MISS LON I{‘!‘ZH'()HS_E:

A revised Togframe hae heen developed by the USAID Pro jeet Manaper and
stabt fram the USATD Program and Project Support Offfer (PPS) whieh
Inclades (ndfeators that are waltd for measuring the aceomplinhmenta of
project activities (Attachment 1). The reviged logframe has been
forwarded to the 6ol USATD and G601 vew atafl met An omid Aupgunt, 1989, to
review the detatlla of the new Togframe and to final foe e riming,
atatfIng vd teron ot reterence foro ftoal evaluat fon of ot he project.,

/'lkb
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The new indicators will be used in the final evaluation to asgess project
accomplishments and sustainabilitcy, including lessons learned which should
be brought to the attention of the GOI and USAID for possible future
action. Agreement ou the nev logframe will be reached by the GOI/USAID

and finalized by mid September, 1989. We will Tequest that the
recommerdation be closed at that time.

RECOMMENDATION No. 2

We rccommend that USAID/Indonesia work with the Covernment of Indonesia to

develop a plan and budget for post April 1990 gecondary food crop
activities, including farm credit, demonstration-farm support and

monitoring, economic analysis of returns on non-rice cropping, and
techinology and market Information dissemination.

MISSION RESPONSE

USAID/Indonesia Yag worked with the GOI to develop a plan and budget
for post April, 1390, secondary food crop activities., 1In this effort 1t
Wi recopnlzed that not all activitieg fneluded 1n the project should or
will be continued In the same form, t.e. the Intent 13 not to ensure
project sustainabtlicy I{n a narrow gsenge but the centtouation of GOI
elforts to expand secondary food crop production via the most
coit=etfective nothods for rhe erops providing the preategt returna. This
means  ad Justnents 1o GoJ programs over time ag new alternatives became
avallable and ag farmer soplilatication and efflelency chanpes,

On o dnly 5, 1989, the 601 provided + Jetoer Lad attachments (Attachment
27 which spell oat the Intent of the 601 (o continue Lty support of the
secondary food erops offorr. Also the upcomlug final project evaluation
will pay spectal attention to recomaendat{ons for fmproving the prospect
of AUstalbnab i ey throuph Tower oot FleTd approacheg, Tueluding
Juppestlons In technolopy and moarkert tnfornatton dissenination, NSAID
belleves the coy plhan and e Ltz budget provide aatlaf-ctory evidence
of GO commltment (o accondary food crops on . sustatned dbasla and

therefore rogquegta 1oy thia recomnendatton be eloged upon ‘aauance of tha
audlt report,

RECOMHENDAT O g, 1

We recommond that HSATD/ Indonegiac

Do eatablish 0 Syunten for adntntrative approval of project vouchers paid
by AlD/Waniitupton 1o provide ver{flcatfon of disburdements that agsnureg
theo valtdity of thege poynmenta,  and

be revicw and o Fy that payeonts made under thin contract were for
authortzed cxpenaea, and advige A[D/Wunhington to recover any amounts
tmproperly natd ro rhe eontriactor,
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MISSION _RESPONSE:

Althouph we agree that disbursement should ot he mvde without proper
administrative approval, we do not bLeliove (] 1edit report should asgume
that disbursements are made by AID/Washington withoor vffective Internal
control. AID regulations for _bt{y_lhm_ clearly fadicate that the approval
of ficer for all vouchers will be the S&T profect ofifecr and that chanpeg
have beon nade ro require all buy-1n counrracts s o Lave aceounting dgyatemy
which trick fuunds againgt thetr corresponding P10/ T, We suggest that any
recommendattons or questlons regarding project of {leer approval or
possihle taprope; paymeats in this area bhe directed ro the S&T Bureau in
AID/Wash apLon.

For your information our Mission will he reviewlug this ares for
deterwining the Aappropriate method to provide Migs on fnput into the
vouchier revieow and approval process for o utraily-funded and/or managed
projects hoth g veepling with AID/ Wit e yiutdance and leoal
requicoents relat tnp to piryment of contra, vtoryg Lo, Frompt Payument Act
requirenenta) o This ertfort ahonld not, bogever, be construed an an
acknovledponent on the part of the Misaton that this audit recommendation
Y acttonable gt i, Maston levell Ve recommend thar thls audir
Fecornentatlon he wfthderawn and that e mitter be further reviewed {n
ATBAW ot thiose af e, responnble for oot ahlichiing procedures and
pobivtes Yor adutntarrarton of centreally eanaged conlrasts,

RECOMMENDAT T ON 10, 4

We recommend that MSAID/ Indonesia review the financial status of the
project and

A Identify obligated fundg that have nut been earmarked for use during
the vemafning Ufe of the project,

be prioritlze remifining project activities that require funding; and

¢. deoblpire a1 unearmarked obligations and reohligate or reprogran
funding based on Mtssion priorities.

MISSTON KESPONSE:

USATD/ Indonesia haa reviewed the financial statun of the project and a
Project Tmplementat fon Letter which commita $573,000 for final vear
profect aetfvit s g been {gsued, USATD and GOT araft w11] meet in
carly Septe o g nrfortt fee remalndng project aettvitfog and reonfred
VIV RUTIT Ditree g Finanee wlil 1o Cevicw auyvoand o b lared Batancen

Wopart ottty gemf-anmaal 1311 roviews an Aacuaged tn Mbaston order
1900.,1,

OAT vl the S0l 00l eont S to work towird an oorder iy ool timely
phasc-ont of SFCLY qet tvit oy by the current PACD date, after which a
fAnal deteratnation of the amount of funda whiech oan he do-ohMpated wil
he madn oba requeated, baned on the roview tirendy andertakven and the

Pndfe v o oplang, that thig recomaendatfon e cloned upon Pinatng the auadie
I'f")l)l" .

i


http:adminiLtra.ti









http:ilplJ.oL













Attachment B2,

APPENDIX
Page 13 of

PALAWIJA EXPANSION PROGIAM

ESTIMATED ANNUALIZED UMDRELLA BunaGryr § 1,140

v 1O (GGL/ZAPBN FUNDS)

6 EXISTLING SEFCHP PROVINCHS
(subject to Fubure nvailability oi Lunda)

DGFC  will continuce Lo supporl Lhe dewlsinm
above SIN  provinces by the following maane

Provinaial budgelsg

principle in the
n individual DOA

e sabsidy  for  src sced production (BS/V31IS/88) in  Soed
Production Centre (BBI) for corn, soybeans, mungbens, ground

nuts, and cansnnva.,
co 0. Conbinuation of a1¢ cropping ponblern
sclecled aveas [or corn, sovbeuns, mung
and casaavn.,

L. Provision of affriculburnel equipment. in

field Lrianls in

thennn, ground nuls,

selected uarens for

field trials ofr improved designn of frain thresheras (corn

and sovbeans) and olher posl harvest cquipment develoved by

Lhe Apricul tural Hechinery Development Cenlor at Serpong,

Woest Jdava.

J. Promotion  of Jmprovecd pPoat. harveot tandl tng Pechntgaes in
selected  arens Ly meons of mans  medin communicat.ions onag
Lraining cCourGess {faor exltongion worier:s s “elected Key
Carmoers,

4 Conlinuntion of gpecific  SFC eltension and st [ development,
inputa {(Lraining) arranged through provin-cial  and distvict
extoension services for jmprowved AT onop o mei heda, improved

Lechnology, tmproved pest control, and Simpla farm management

nnalysis,

Moltes:

1. Credit for palavijn commodilies is availal
Lvo ongoling government credill programs ¢

Tani) and the Bulopin Agricul bural Groedit

form: of Mt baeni credit o ara mnde e
Broupe: e d o one Dy Eheowrh Cooperrai

(e 0) in ntl chiee Sioenp projecth aroeansg. 1
exLonsiaon nitenbs wi b b o bhe teaaned Lo hed 1>
and malee P manngement. plang Ya sup oot

2o This SECDHP progeam is separnle from Lhe g

yle through at  leant
IR 7T (Kroedit t)sah:
Yrograw,Both of thege

oy tabibeg 3 [nrmery
P, Coeverran Ld L
15 inntoended Lhat
Cavaer keoey. records
credit oapplications.

woilngy bepartment, of

Tranasmipgration mjore palawi jn eXpansion Program e ing

con-ducted annunlly in all Lransmigrnbion g

is the key component for all Lronsmigeniic

trens . LG production

it area development,



ttachment C.

Special GOI Funds for Six ﬁFCDP@BLQxigggs_j_JQQQ_:

COI {(APDHN) SrCnp funding: minimam  esbimated Proje
Anualized/ Rp.124 mi) fon) assuming Lhat 10 % of the L
1989 /1990 budpget will "available lor all leasl nnother

[990/199) and 1991/1992 and Lhereafter dependenic upon o
Allocation by  DBAPPEIAS.

GOl APBH SrCop Central lacpung ! fast ¢ South ! Hest i Hollusa ) fast Husa!

fund y Office ! i Java | Sulawesi) Suaatra ! lenggara | Tenggara |

- Studies e N N | -

- Trials 1) A LR R N ' v

- Deslarn/Deg- ' i | i ' i ' '

area 2) R oyt N d LI

- Past Harvesl A = - Voo ' -

- Training 3) A I I H L

~ Honiloring 4 ' ) ' ' ' | i d

Supervision, | I ! ' U ' ! 1 ! ' !

©Adrinistration, 4)! ¢ . ' ¢ U s ' ! H ' i
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1995

ct budget
otal current
two yeuré,
greement of

y specific
additional

d in the

kabupaten
rhizoblum,
absolute
where

[rom CITA;

NIRL) Due to limitations of current. budgel wlloeations
SFCRP demfarm activities will not be expanded &
Praovinoces other Lhan Lhose cuarrently involve
project.,

1) Teinla:r Cropping svatem Leinla, only in allasenlLed

locatlong, wil| Fnclurde Inleygrnled pesl. conbrol und

2) Demfarm inpaty to farmery will Le Limited to

ngricul tural essentinls, and may include water pump
necogsney,

3 M informntion Lechnology, including lesnons

ool v nh Tanpganpe Lrrnining.
1) Provision for statlj onery and only Lrunsport maincanance.



List of Recommendations

Recommendaiion o, 1

We recommend that USAID/Indonesia reviaw the
verifiable indicators contained in project
planning documenta and

a. develop  reviced indicators that woulc ber valid
for measuring project accomplisement s, ond

b. use the new 1ndicators to assess project
accomplichmant g during he tinal project

evaluab jion.

! ~

Recommerndat ion 1o,

We recommend  that  USAID/ Indonesia work with the

Government. o Indonesia  to  deveiop a plian  and
budyet  {o; post-April 1990 socondary  fool  crop
activit ics, including farm credit,
demonstiat ion-farm support and mon i tering,
economic  analysic  of returns on non-rice cropriineg,
and technology and market intormat ion

dissemination.
Recommendat ion No, 3
We recommend that USAID/Philippines:

a. coordinate  with the responsible AID/Wash ington

bureaeaur o entablish a Sy shon for
adminicstrative approval  of project vouchers
paid by AL/ Viashiingt on that provides

verificat ion  of disburcement 5 and anaures the
validity of thone payment o, aned

bo review and verity o that pocment s omade nnder the

Acadewy  for Febneat fonag Doz opment contyact
Weey e for anuthio dzod eupenses, and advise
AlD/VWiashington Lo Yo any amount g

improperly paid to the contaactop .,

13
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Recommendation No, 4 17
We recommend that Ooaih/Indonesia  review the
financial status of the project and
a. prioritize the remaining approved project
activities that reoquii.. rundiny,
b. earmark funds  for actlivities approved for
the remaining [ife of 1 project, and
c. deobligate WAy obligations and
reobligate or reprogram funding based on

Mission priorities,.

N
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