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MEMORANDUM

TO: USAID/Bolivia Director, G. Reginald Van Raalte

FROM: RIG/A/T Acting, Lou Mundy 15;&;%1%?vw4%5r/

SUBJECT: Audit of the Fiscal VYear 1987 PL 480 Title II
Monetization Program Activities Managed by Catholic
Relief Services and Caritas Boliviana

This report presents the results of a non-Federal financial audit
of USAID/Bolivia's Fiscal Year 1987 Public Law 480 Title 1II
Monetization Program activities managed by Catholic Relief Services
and Caritas Boliviana (CRS/Caritas) for the period July 19, 1988 to
July 31, 1989. The accounting firm of Price Waterhouse in Bolivia
prepared the report which is dated June 13, 1990.

CRS/Caritas was one of three entities implementing the Fiscal Year
1987 PL 480 Title II Monetization Program. In accordance with its
agreement with USAID/Bolivia, CRS/Caritas used the proceeds fronm
sales of PL 480 Title II furnished commodities for improvement of
control and distribution of the commodities through the acquisition
of computers and a truck and the construction of a warehouse.

The purpose of the audit was to determine whether: (1) the fund
accountability statement of CRS/Caritas' activities under the
program fairly presents its program receipts and disbursements,
with disclosure of questionable costs, if any, (2) its internal
control structure is adequate for program purposes, and (3) it has
complied with agreement terms and applicable laws and regulations.

In the opinion of Price Waterhouse, except for unrecorded receipts
and questionable costs amountlng to a local currency equivalent of
$560 and $4,510 respectively, the fund accountability statement of
CRS/Caritas presents fairly its receipts and expenditures under the
program. Regarding CRS/Caritas' internal control structure, the
auditors did not note any material weaknesses. However, they noted
that CRS/Caritas' accounting records did not prov1de separate
accountability for program funds as well as other conditions
needing correction. Lastly, with regard to compliance, the
auditors noted that CRS/Caritas was not complying with certain
Bolivian laws relating to the collection of value-added,
complementary value-added, and transaction taxes.



The Price Waterhouse report contains 8 recommendations concerning
accountability and control over program funds and compliance with
agreement terms and applicable laws and regulations. We have
summarized those recommendations for inclusion in the Office of the
Inspector General's audit recommendation follow-up system.

Recommendation No. 1

We recommend that USAID/Bolivia negotiate a settlement with
Catholic Relief Services and Caritas Boliviana for the local
currency equivalent of $5,070 in unrecorded receipts and questioned
costs identified by Price Waterhouse in its report dated June 13,
1950.

Recommendation No. 2

We recommend that USAID/Bolivia require Catholic Relief Services
and Caritas Boliviana to maintain separate accountability for the
funds resulting from the sale of A.I.D. supplied commodities. One
aspect of this separate accountability should include the deposit
of program funds in a separate interest bearing bank account.

Recommendation No. 3

We recommend that USAID/Bolivia require Catholic Relief Services
and Caritas Boliviana to strenghten its internal controls by
following formal procurement procedures which require
preauthorization of all purchases and competitive bidding for
purchases exceeding predetermined thresholds.

Recommendation No. 4

We recommend that USAID/Bolivia require Catholic Relief Services
and Caritas Boliviana to: (1) provide documentary evidence from the
Bolivian tax authorities of its exemption status with regard to
value-added and transaction taxes on its sales of program
commodities, and, if CRS/Caritas is determined not to be exempt
from these taxes, require it to pay such taxes, (2) support its
purchases of goods with fiscal invoices as proof that it has paid
the associated value-added taxes, and (3) withhold and pay
complementary value-added taxes and transaction taxes on payments
for services not supported by fiscal invoices. These matters were
included in the Price Waterhouse report of June 13, 1990. Further,
USAID/Bolivia should periodically obtain proof that the entity
continues to comply with these provisions of Bolivian tax law.



The draft report was discussed with CRS/Caritas on May 10, 1990
and, in general, the entity agreed with the matters raised in the
report.

Please advise this office within 30 days of actions planned or
taken to resolve and close the recommendations.
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Maoreno,Munos y Cia. La Pas Santa Cruz

Fuma miembro de Tels 34352% - 355027 Telétono 39814

Price Waterhouse Casilta No 590 Casilia No. 568
Telex 2524 PRIWTER

Moreno Munoz “

June 13, 1990

Hr. Coinage N. Gothard, Jr.

Peaional Inspector General for Audit

1.5, Aaency for Internactional Development
Teaqucigalpa, Honduras, C.A.

Dear Mr. Gothard:

This report presents the results of our audit of the
Fiscal Year 1907 PLAR) Title II Monetization Program
activities managed hy Catholic Relief Services and
Caritas Boliviana for the period July 19, 1908 to July
31, 1989,

BACKGROUND

The monetization of PLARO Title II agricultural
commodities involves distributing such commodities to
Private Voluntary Organizations (PVOs) which in turn sell
the commodities in the local market for the bhest offer
anr use the local currency obtained to finance
development projects and other authorized activities.
The U.S. Agency for Internaticnal Development mission to
Polivia (USAID/Bolivia) retains approval authoritv over
the specific projects and activities to be financed with
the monetization proceeds. However, USAID/Bolivia's
general gquidelines allow that the funds he used to: (1)
transport, store, distribute or otherwise enhance the
effectiveness of the use of the donated commodities, and
(2) implement income generating, community development,
healch, nutrition, cooperative development, or
aaricultural programs or other development activities.

On January 16, 19287, USAID/Rolivia authorized for Fiscal
Year 1987 the monetization of commodities provided under
PLARN Title TI to the Catholic Relief Services and
Caritas Boliviana (CRS/Caritas) as follows:



Metric tons Value

Us$
Wheat flour 953,58 123,000
Vegetahle oil ha, 3 47,800
Milk MN4.6 34,600
1,337.4 205,400
= —— — - ] - - ]

The value included in the monetization authorizations was
dencrninated in Urited States dollars, alcthongh the
proceeds  of  cthe sales were to he received 1in local
currency (bnlivianos).

Subsequentlv, USAID/Bolivia authorized amendments to the
above mentionerd monetization agreemenr., because veaetabhle
0il and mil¥ were nort readily markerable in Rolivia ar
fair prices. Also, CORS/Caritas submicted an  amended
monetization plan which reduced the avantity of wheat
flour to be monetized. The amended authorization and the
anount of local currency qgenerated for CRS was as follows:

Metric tons Valuve
}s
Wheat flour 300 228,000
L= ] L =
In accordance with its aqgreement with USAID/Rolivia,
CRS/Caritas was to use the above nroceeds for the

improvement of control and distribution of commodities
through the acquisition of computers and a ctruck and the
conscruction of a warehouse.

tthile the program suhject to auditc has now been
completed, vo understcand that CRS/Caritas will be
involved in implementing other PLARD Title IT Programs.
Therefore, in rhis report we include recommendations
which ve believe will assist USAID/Rolivia and

CR5/Caritas 1in carryina out their responsibilities in
this ongoina program.

AURIT OBJECTIVFS AND SCOPFE

Vle performed a financial audit to specifically review the
fund eccountahility statement of the Fiscal Vear 19R7
PT.480 Title II Monetization Progqram activities managed by

N
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CRS/Caritas for the period July 19, 1988 to July 31,

1280, The objectives of this audit were to determine

whether:

1. The fund accountability statement of CRS/Caritas's
activities under its FY 1987 PL480 Title 1I
monetization agreement with USAID/Rolivia fairly
presents its program receipts and expenditures in
accordance with the terms of such aqgreement,

identifying costs which were not fullvy supported
with adequate records or which were not allowable
under the terms of the aareement and applicable laws
and requlations;

2. CRS/Caritas' internal control structure is adequate
for proaram purposes; and

3. CRS/Caritas complied with Agreement terms and
applicable laws and regulations.

Our audit was performed in accordance with denerally
accepted auditing standards and the United States
Comptroller General's "Government Auditing Standards"
(19882 Revision) and accordingly included such tests to
determine if funds and/or commodities were being properly
accounted for and wused as required by the program
agreement and other applicable laws and regulations.

The scope of our work included:

- Reviewing Office of Management and Budget (oMB)
Circular Nos. A-122 and A-110, documentation approving
and regulating the FY 1987 PL4f0 Title II Monetization
Program in Bolivia, approved bhudgets, and other
program related documentation.

- Studying and evaluating CRS/Caritas' internal control
structure with recard to the program. This evaluation
was carried out to determine the extent to which
established procedures and controls were functioning
as intended.

- Reviewing the procedures used to sell products in the
local market and for the receipt of the funds.



- Reviewing and conducting tests of the expenditures
charged by CRS/Caritas to the proaram to identify as
questionable any costs which were not supported with
adequate records or which were not reasonable or
allowable under the aqgreement terms.

- PRevicwina CRS/Caritas' compliance with aareement terms
and applicable laws and requlations.

RESULTS OF ANDIT

Funi 2Accountabilicty Starement

In our opinien, except for not including the receipts
obtained from the sale of wheat baqs amounting to Bsl, 500
and includina questionahle costs amounting to BRBsl2,0R4,

the funad accounctability statement of CRS/Caricas’
activities under cthe program for the period July 19, 198f
to Julvy 31, 192 npresents fairly, in all material

respects, its receipts and expenditures under the proqgram.,

Internal Control Structure

We studied and evaluated the internal control structure
of CRS/Caritas and the control exercised by USAID/Bolivia
over the program in order to determine our auditing
procedures for cthe purpose of expressing an opinion on
the fund accountahility statement and not to provide

assurance on CRS/Caritas’ internal control structure. Vie
noted cthe following findings that we consider to be
reporrable conditions under aenerally accepted auditing

standards and the United States Comptroller General's
“Government Auditing Standards" (1988 Revision).

1. Budget modifications were not always approved by
USAID/Polivia.

2. Funds of the program were not maintained in a
separate bank account.

3. Cash generated from the sale of wheat bags was not
included in the program.

4. Mot all dishursements were supported by fiscal
invoices.



5. Procurenent of qoods and services were not supported
with cuotations and purchase orders.
A, Program receipts were not invested pending their

disbursement.

Pecause of the ahove weaknesses our audit was performed
hy extending our substantive testina rather than relying
on the internal control structure of ORS/Caritas or the
control exercised by USAID/Bolivia.

Comnliance with Agreement Terms and Applicable T.aws and
Requlations

As a result of our review, we found the following
instances of noncompliance with applicable laws and
reculations:

1. Tax liabilities mavy arise from the sale of
conmodities.

2. Tax was not recained on payments for services not
supported by fiscal invoices.

Fxcept for the above instances of non compliance, and
unrecorded receipts and questionahle costs included in
note 7 to the fund accountability statement, the resulcts
off our ctests indicate that with respect to the items
tested CRS/Caritas  complied, in all material respects,
with rthe terms of the aareement and apnlicable laws ard
requlations. With respect to the items not tested,
nothing came to our attention that caused us to believe
that CRS/Caritas had not complied, in all material
respeces, with those provisions.

MAMAGEMINT COMMENTS

This report was discussed with management personnel of
Catholic Relief Service and Caritas on May 10, 1990, In
general the PVO adgreed with the matters raised in this
report. Their detailed comments on each reportable item
are included as appendix T to this reporrc.

rﬁ)m'c/& Waden hount



Moreno,Mufios v Cia. La Pas Santa Cruz

firma muembio de Tels 343525 - 355027 Telétono 39814

Price Waterhouse Casilla No. 590 Casilla No 568
Telex 2524 PRIWTER

Moreno Muinoz “

FISCAL YFAR 1987 PTL4ARO TITLE II
MONETIZATION PROGRAM ACTIVITIES
MAMAGED BY CATHOTIC REILIEF SERVICES AND
CARITAS ROLIVIANA

FUND ACCOUNTARTILITY STATIMEMNT

INDEPENDTNT AUDITOR'S RFEPORT

We rave audited the fund accountabilirv statement of the
PLARD Title TI Monecrization Proqram activities manaqed by
Catholic Relief Services and Caritas BRoliviana for the

period July 19, 1988 to July 31, 19830, This fund
accountahility sctatement 1is the responsibility of the
organizacion's management. Our resronsihility 1is to

exXnress an opinion on this fund accountability statement
hased on our auditc.

Ve conducted our audit in accordance with generally
accepred auditing standards and the United States
Comptroller General's "Government Auditing Standards"

(1702 Revision). Those standards require that we plan
and nerform che audit to ohtain reasonable assurance
about whether the fund accountabilitv statement is free

of material misstatement. An audit includes examinina,
on a test basis, evidence supporting the amounts and
disclosures in the fund accountability statement. An

audit also includes assessing the accounting principles
used and significant estimates made by management, as
well as evaluating the overall fiiancial presentation.
We believe that our audit provides a reasonable basis for
our opinion.

As described in MNote 1, the fund accountability statement
was prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of
accounting other than generally accepted accounting
principles, and is not intended to bhe a presentation in
conformity with generally accepted accounting principles.
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As mentioned in VPMote 7, certain revenues amouncing to

Bsl,500 were not recorded in proaram accounts and
consequently, were not included in the accompanying fund
accountability statement. Additionally there were

cerctain cuestionable expenditures amounting to Bsl2,084,.

In our opinion except for the effects of not including
cerrtain receipts as proqram funds and certain
Aquestionahle ensts as described in paraaranh 4, the fund
Accountabhility statement audited by us presents fairly,

in all marerial respects, the cash receipts and
disburcements of the Fiscal Year 1987 PIARO Title 1IT
Monetization Proaram activities manaaced hy  Catholic

Relief Services and Caritas Poliviana for the period July
19, 1989 to Julv 21, 1989, on the basis of accounting
described in paraqraph 3.

This repcrt is intended solely for the information of the
Catholic Relief Services, Caritas Boliviana and the
Agency for International Development. This restriction
is not intended <to limit the distrihuction of this report
which, upon acceptance of the Office of the Inspector
General, is a matter of nublic record.

Proice. Wockothownt,

September 20, 1989
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FISCAT, YEAR 1927 PLAPO TITIE IT

MOMETIZATION PPOCRAM ACTIVITIFRS

MAMAGED BY CATHOLIC RFELIFF SERVICES AMD

CARITAS BOLIVIAMA

FUND ACCOUNTAPILITY STATEMENT

FOR THEL PERION FROM JULY 19, 19922 TO JULY 31,

1948¢

Auditor's
Findings

Questionahle

Costs
Rudaet Actual (Note 7)
R¥CTIPTS
Sale of wheat flour Ps 228,000 Bs 222,000 Rs 1,500
Other incone - 354 -
228,000 228,356 1,500
DISDURSEMENTS
Construccion of ware-
house - Trinidad 100,200 101,214 4,314
Purchase of vehicles 24,000 23,9023 7,770
Purchase of computers 43,200 43,052 -
228,000 278,191 12,084
Rs 165

Balance as of July 31, 1989 Rs -

The accompanying notes form an inteqgral part of this statement.



FISCAL, YLAR 1987 PL4RAO TITIE II
MOMETIZATION PROGRAM ACTIVITIES
MANAGED BY CATHOLIC RELIFPP SFERVICES AND
CARITAS ROT.IVIAMA

MOTES TO THE FUMD ACCOUMNTARILITY STATEMEMT
FOR THT. PERIOD FROM JULY 19, 1928 T0O JUILY 31, 1980

MOTE 1 - SUMMARY OF ACCOUMTING POLICIES

Accounting basis - The organization's policv is to prepare the
fun?d accountabilictv statement of the program on the hasis of
cash  receipts and Adisbursements. Conseauently, revenues are

recoanized when received rather than when earned and expenses
are reccanized when naid racher than when the obligation is
incurred. T™erefore, the fund accountahility statement dnes
not nresent  the financial information in accordance with
gqenerallyv accepted accounting principles.

The vroceeds of the sale of commodities were deposited in the
aeneral bank account of the organization, together with the
other funds. Conseocuentlv, there are no independent records
for the program and therefore the fund accountahility
statement has heen nrepared from the accounting records of the
oraaniration on the basis of the amounts obtained from the
sales and of the pavments charged to the program, which have

peen approved by the USAID/Bolivia.

The operations were carried out in bolivianos the local
currency of Polivia expressed with the symhol Bs in the fund
accouncability statemnenc.

NOTF 2 - FYCHANGE RATES

Durineg the period of the program the Rolivian currency
devalued against the United States dollar from Bs2.390 per
US$ 1 in July 1988 to Rs2.60 per US$ 1 in July 1989,

NOTE 3 - THE MONETIZATION PROGRAM

On January 16, 19R7, USAID/Bolivia authorized rhe monetization
program. Under such program, wheat flour, vegetable o0il and
milk, available under Public Law 480 Title II for Fiscal Year
1987, were rto bhe provided to certain Private Voluntary
Organizations (PVOs) in Bolivia for resale. The proceeds from
such sales were to bhe used to fund activities approved by
USAID/Bolivia. Catholic Relief Services and Caritas Roliviana
received 300 metric tons of wheat flour under the program.
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MOTT, 4 - COMSTRUCTION OF WARFHOQUSF IN TRINIDAD - BFENI BOT.IVIA

Caritas Boliviana gave financial support for the construction
of a warehouse in Trinidad, Bolivia. This support amounted to
approximately 1% percent of the total cost of the warehouse.
The funds were used for:

Fees to contractor Bs 53,610
Purctase of materials 44,425
Study and investigation 2,454
Ocher 71R

Bs 101,216

HOTE 5 - PURCHASII OF VFHICLES

Proaram funds were used for vehicle purchases and related
expenses for the Caritas Boliviana office in Camiri as follows:

Volkswagen Truck Model 14-140-1988 Bs 59,453
Tovota Pick-up - Hilux, model 19R8

(252 of total cost) 12,480
Insurance Volkswagen truck 3,726
Taxes on truck 7,770
Other 494

Bs 3,923
P

NOTI! 6 - PURCHAST OF COMPUTREPRS

Funds were used for the acquisicion of computers for the
Caritas BRoliviana offices in Guayaramerin, Coroico, Chiquitos,
Camiri and Piguile as follows:

5 Computers Multiteck - Acer Model

ACER 500 plus Bs 33,870
Consultant and installation fees 4,640
Travel and per diem zllowances 2,856
Octher 1,686

NOTY, 7 - UNRECORDED RECEIPTS AND QUESTIONARLFE COSTS (AUDITORS
NOTE)

Unrecorded receipts are as follows:
Catholic Relief Services received Psl,500 from the sale of

empty wheat flour bags which it did not include in the program
funds. This income should have bheen included in the program.

10



Nuestionahle costs are as follows:

Not
Appropriatcte for
Reimbursement Susnended Toral

Value-~dded and ocher

taxes paid in customs

on vehicles acquired () PRrs 7,770 - s 7,770
Items for which no

docunmencation cowld be

locaced (2) - Bs 4,314 4,314
Ef 7,770 Rs 4,314 s 12,084

(1) "™hese rtaxes were paid on irporting the vehicle free of
impore Aduties. In the case of purchases wrade within
Polivia these taxes nplus import duties would bhe included

1s part of the cost of the vehicle.

(?) The specific items are detailed in FPinding ¥~No. 4 of our
Pepore  on the Internal Concrol Structure Section of this

reporec.

11



Moreno,Muios y Cia. La Pas San'la Cruz

fitmg miemhro de Tels. 343525 - 355027 Teléfono 39814

Price Waterhouse Casilla No. 590 Casilla No. 568
Telex 2524 PRIWTER

Moreno Murnoz “

FISCAL VFAR 1987 PLARN TITLE I1I
MONETIZATION PROGRAM ACTIVITIES
MANAGED BY CATHOLIC RUILIEF SEPVICRS AND
CARITAS BOLIVIAMA

INTERNAL CONTROL STRUCTURY

INDEPFENDFNT AUNDTTOR'S REBOPT

Ve have audited the fund accountarility sctatement of the
Tiscal Year 1987 PIL480 Title II Monetization Program

activities manaced hy Catholic Relief Services and
Caritas Poliviana for the period July 1°, 1928 to Julv
21, 1989, ard bhave issued our report thereon dared

Sentember 20, 19R9,

We conducted cur audit in accordance with generally
accenced audiving st:andards and the United States
Conmptroller General's "Government hPuditing Standards"
(19228 Revisicn). Those standards reouire that we nlan
an? perform the audit to obtain reascnable assurance
abovt whether the fund accountability starement is free
from material misstavement.

In planning and performing our audit of the fund
accountabhility statement of the Fiscal VYear 1987 PL4ARQ
Title 11 Monecization Program activities managed by
Catholic Relief Services and Caritas Boliviana for the
period July 19, 1988 to July 31, 1989, we considered its
internal control scructure in order to determine our
auditing procedures for the purpose of exnressing our
opinion on the fund accountability statement and not to
provide assurance on the internal control structure,

The manacement of Catholic Relief Services and Caritas
Boliviana 1is responsible for establishing and maintaining
an incernal control sctructure. In fulfilling this
reponsibi1lity, estimates and judgments hy management are
required to assess the expected benefits and related
costs of internal control structure policies and
procedures., The ohjectives of an internal control

12



Struccture are to provide manacement with reasonahble, but
notc absoluce, assurance that assets are safequarded
against loss from unauthorivzed use or disposirtion, and
that transactions are executed in accordance with
manaaement's authorizarion and recordad properly to
rermit  the proner preparation of the fund accountahility
statement. I'ecause of inherent Jimications in any
internal control structure, errors or irrecularities may
nevertheless occur and not he deteccted. Also, projection
of any evaluation of the structure to future periods is
subject to the risk that procedures may become inadequate
because of chanqes in conditions or that the
effactiveness of the desiagn and operation of policies and
procedures mpav deteriorate.

For the purvose of this reporct, we have classified and
evaluated the followino siqnificant internal control
cAceqaories:

- Cash receiprts,

- Budget control,

- Purchases,

- NDishtureenments, and

- Procedures for the sale of commodities.

We noted certain matters involvina the internal control
structure and its operation that we consider to be
reportable conditions under standards established by the
American Institute of Certified Public Accountancs.
RPeportahle conditions involve mwatters coming to our
attention relating to significant deficiencies in che
design or operation of the incternal control strucrture

thart, in our judgment, could adverselv affect the
entity's ability to record, nrocess, summarize and report
financial data consistent with the assertions of
management in the fund accountability statement. The

reportahle conditions noted are included in the followincg
rages as finding os. 1 through 6.

A material weakness is a reportahle condition in which
the desiqn or operation of the specific internal control
structure elements does not reduce to a relatively low
level che risk that errors or irremularities in amounts
thac would he material in relation to the fund
accountahility sctatement heing audited may occur and not

13
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be detected within a timelv nperiod by emplovees in the
normal ccurse of nerforming their assiqned functions.

Our consideraticn of the internal control structure would
not necessarily disclose all matters in the incernal
centrol  structure that miaght be reportable conditions
and, accordingly,  would not necessarily disclose all
reportahle corndicions that are also considered to be
material wenknesses as defined abcocve. Fowever we believe
none of the reportakhle conditions included in our
acttached report is a material weakness.

This revort is inrtended for the information of the
ranagement of Catholic Relief Services, Caritas Poliviana
and the Upited States Acgencv for International
Development. Tis restriction is not intended to Jimit

the distribution of this report which, vpon  acceptance of
the Office of the Inspector General, is a matter of
public record.

F}uua Welin oune

September 20, 19£0

14



Moreno,Munos y Cia. La Pas Santa Cruz

Firma miembro de Tels 343425 - 355027 Teléfono 39814

Price Waterhouse Casila No 530 Casitla No. 568
Telox 2524 PRIWTER

Moreno Munoz “

FISCAL YEAR 19R7 PL480O TITLY 711
MONETIZATION PROGRAM ACTIVITIES
MANAGED RY CATIIOLIC RELITF SERVICES AND
CARITAS POLIVIAMNA

REPORT ON THE INTFRNLI, CONTROI, STRUCTURE

FINDINGS

1. Budoet Modifications were not Alwavs Approved bv
UUSATD/Rolivia

Condicion:

Tathnliec Relief Services (CRS) presented a budaet to
USAID/Relivia for the FY 1987 monetization proaram on
Harch 20, 1000 which USAID/Rolivia apnroved,
Subseauently CRS modified this budget reducing estimated
income and  expenditures from US$100,000 to Us$os, 000
{Bs?228,000), However, there was no evidence that
NGAID/Rolivia reviewed and approved this modification.

“rirteria:

The budcets awnproved by USAID/Rolivia are required to be
followed. Any chanqes to the approved hudgets need to bhe
formally aqreed to by USAID/Bolivia and documented in
writing.,

Cause:

There are no formal procedures regarding the approval of
budgets and subseaquent recuests for changes. CRS/Caricas
informed us that USAID/Polivia sometimes agreed to hudget
modifications verbally, which appears to be the case in
this instance.

Fffecrs

Failure to document the approval of hudqget changes may
lead to disaqreement Dbetween the implementing enticty and

15
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A.I.D. as to what income and expenditnre levels were
aagre2ad wupon and the extent of program activities to re
pursued.

Recommendation:

USAID/Rolivia should specify formal procedures for the
approval of program hudgets and modifications, which
procedures should require that the approved budget and
changes be documented in writing.

2. Funds of the Proqram were not Maintained in a
Separate Bank Account

Condiction:

The proceeds from the sale of the wheat flour under the
program were not deposited in a separate bank account hut
were conmingled with the other funds of Catholic Relief
Services &nd Caritas Boliviana.

Criteria:

7o maintain proper accountability the funds should have
been deposited in a separate bank account which should bhe
used only for the monetization program. In this regard,
USAIND/Bolivia advised CRS/Caritas in June 1987 that cthe
proceeds should be depcsited in a separate bank account.

Cause:

CRS/Caritas did not comvly with USAID/Rolivia's direction
and USAID/Bolivia did not carry out follow-up procedures
to verify compliance with this requirement.

Rffect:

As a result of rthe failure to maintain the proceeds of
the monetization program separave from the other funds of
the institutions, proper separation of the use of these
funds did not exist and accountahility would have been
inadequate except for the fact that the approved bhudget
items were precisely defined and could be verified
through supporting documentation. Furthermore since
CRS/Caritas Aid not keep track of the amounts of program

16
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funds that it had on hand, it did not invest the funds to
protect then against devaluation and inflation.

Recommendation:

USAID/Polivia should ohtain evidence that PL4RO Ticle IT
proaram funds provided to Catholic Relief Services and
Caritas Poliviana (CPS/Caritas) are heina managed throuqgh
separate bank accounts so that there is no commingling of
these funis hetween prooram vears or with other funds
availahle to the entities. Additionally, for anv future
or ongeing supnort that they receive from USAID/Bolivia,
Crs/Caritas  should establish separate accountability for
the A.I.D. funds within their respective accounting
records,

3. Cash Generated from the Sale of Vheat Bags was not
Included in the Proaram

Condition:

Bsl, 500 was generated from the sale of the empty wheat
flour bags. This amount was not included in the
monetization proqram.

Criteria:

A1l funds oaenersted from the sale of the progran's
cemmodities should he included in the program.

Cause:

Ve were informed that these funds were not included
hacause the managerment of Caritas was unaware that they
should he.

Fffecors

Ms a resulr of the failure to include the proceeds of the
sale of the bags 1in the program, income was understated

and ic is possible that such income nighr be used for
non-program purposes.
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Recommendation:

USAIN/Polivia should require Cactholic Relief Services and
Caritas Roliviana to include within the program's funds
the income qgenerated from the sale of rche bags within
which the comrmodities were shipped.

4. Not all Dishbursements were Supported by Fiscal
Invoices

Condition:

Hor all dishursements were supported hy legal fiscal

invoices, that is, comnpany invoices numerically
controlled hy rhe tax autherities to ensure the
collection of value-added ctaxes. The following are

examples of payments not supported by fiscal invoices.

Voucher No. Tvpe of expeonse s
21717/3001¢0 Purchase of 5 computers 33,R70
21716 Purchase of Piclk~up truck (75%

of the value) 12,480
200008 Purchase of construction material B14
20N016 Purchase of 140 bhags of cement 1,680
nnnn4a6 A Purchase of 10N window frames 1,820

Tn the case of the last three items no proper alternative
documentation existed to support these pavyments and
therefore we consider them to be questionable costs.

Criteria:

To ensure rthe payment of value-added taxes to the
Covernment of Tolivia, all disbursements need to be
supporeted by leaal fiscal invoices. Further, U.Ss.
Governmnent COSt principles require that expenses he

supported with adecuate documentation to he reimburseable.
Cause:

Suppliers sometimes reduce their prices if official tax
invoices are not used. This benefits the organization,

and, because current tax enforcement regulations are not
directed towards those that receive goods on which the
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required ctaxes have not bheen paid, no potential tax
contingency is incurred.

Fffect:

The failure to purchase goods under invoices controlled
by tax authorities to ensure the collection of
value-added taxes could mean that such taxes are not paid
in contraventior to Bolivian tax law. While the buying
entity may not be subject to legal action under current
tax enforcement procedures, we believe that A.I.D. would
not want to be associated with such practices. Further,
for those purchases nor supported with alternative
documentation, A.I.D. has no assurance that the qgoods
were actuallv receijved. Since such expenditures are not
supported with adecuate documentation, they should be
considere? to be auestionable costs.

Recommendation:

USAID/Bolivia should require that Catholic Relief
Services and Caritas BRoliviana support all of their
payments with legal fiscal invoices to ensure the payment
of value-added taxes levied hy the Government of Bolivia.

5. Procurements of Goods and Services were not Supported
with Ouotations and Purchase Orders

Condition:

Caritas Boliviana did not obtain price quotes for its
goods and services purchases nor were purchase orders
used., Approvals were made only when the purchases were
paid for.

Criteria:
Typical procurement practice requires that at least three

price quotations ke obtained for purchases over a
predetermined minimum amount. Also it is normal practice

to issue purchase orders approved by responsible
officials prior to the acquisition of the goods and
services. These practices assure that only approved

purchases are made and that competitive prices are paid.
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Cause:

Caricas Boliviana did not use formal purchasing
procedures during the period audited and USAID/Bolivia
did not provide guidelines for procurement.

Nffecr:

The failure to obtain written cuotations and to authorize
purchases prior to making a purchase commitment could
result in unauthorized or overpriced purchases.

Recommendation:

USAIN/Rolivia should require Caritas Poliviana to develop
formal procurement procedures which establish thresholds
for seeking competitive hids and require preauthorization
of all purchases. Such procurement procedures should he
submitted to USAID/Bolivia for approval.

6. Prooram Receipts were not Invested Pending their
Disbursement

Condition:

The funds from the sale of the wheat flour were received
bv Catholic Pelief Services in Julv, Auqust and September

1080, hut the dishursements were made by Caritas
Boliviana over the longer <time neriod from Auqust 1988
throuah Julvy 1900, During <tchis period, the funds,

dernosited in bolivianos, were commingled 1in the general
bank accounts of Catholic Relief Services and Caritas
Roliviana and did not earn intercst.

Criteria:

To generate additional revenue and to preserve their
value in a devaluation environment, program funds should
be invested pendinag their use for program purposes.

Cause:

The funds obtained were commingled with the general funds

of Catholic Relief Services and Caritas Boliviana and
were considered part of the working capital available to
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the organizations. Since the funds were not separacely
identified, no consideration was given to investing them.

Fffect:

The program did not receive interest on idle funds and a
loss of purchasing power due to inflation and devaluation
occurred, During the period of the program the Rolivian
currency, in which the funds were held, devalued 12
rercent aacainst the United States dollar (from Bs?2.39 to
387.€8 per US$ 1) and inflacion as measured by the retail
price index was £.4 percent.

Recommendaticn:
USATN/Bolivia should require that all idle program funds

be invested to earn interest so as to minimize losses
from inflation and devaluation.
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FISCAI, YEAR 1987 PLAARN TITLE II
MONETIZATION PROGRAM ACTIVITIES
MANAGFD RY CATHOT.IC RELIRF SERVICES
AND CARITAS ROT.IVIANA

COMPIL.IANCF, WITH AGREEMFMT TFERMS AND
APPLICABLFE LAWS AND PLEGULATTIONS

INDEPEMNDENT AUDITOR'S REPORT

We have audited the fund accountability statement of the
Fiscal Year 1987 PL480 Title II Monetization Program
activities manaqged by Catholic Relief Services and
Caritas Roliviana for the period July 19, 19R8 to July
31, 1989 and have issued our report cthereon dated
Septemher 20, 1989,

We conducted our audit in accordance with generally
accerted auditing standards and the United Srates
Comptroller General's "Government Auditing Standards®
(1088 revision). Those standards require that we plan
and perform the audit to obtain reasonable assurance
arout whether the fund  accountabilitv statement is free
of material misstatement,

Compliance with aoreemcnt terms and laws and regulations
applicable to the monetization program carried out by
Catholic Relief Services and Caritas Roliviana 1is the
responsibility of Catholic Relief Services and Caritas
RBoliviana wmanagements. As part of obtaining reasonable
assurance about whether the fund accountability statement
is free of material misstatement, we performed tests of
Catholic Relief Services and Caritas Roliviana compliance
wich cerctain provisions of laws, regulations, and
agreement terms, However, our objective was not to
provide an opinion on overall compliance with such terms
and provisions,

As described in the following pages as findings Nos. 1
and 2 Catholic Relief Services and Caritas Boliviana did


http:Cathol.ic
http:CATOOT.IC

not collect value-added and transaction taxes amounting
to  about DBs25,200 on its sales of program commodities or
withhold about BsG,200 of complementary value-added and
transaction taxes from its payments for services which
were not supported hy fiscal invoices.

In our npinion, excent for the noncompliance with laws
related to value-added, complementary value-added, and
transaccion raxes as described in the precedinag
raragraph, with respect to the items tested, Catholic
Relief Services and Caritas Boliviana complied in all
material respects with the terms and provisions referred
to in the cthird paragraph of this report. With respect
to itemns not tesced, nothing came to our attention that
caused us to helieve that Catholic Relief Services and
Caricas Poliviana had not complied, in all material
respects, with those terms and provisions.

This report 1is intended for the information of the
managenents of Catholic Relief Services, Caritas
Roliviana and the Agency for International Development.
This restriction is not intended to limit the

distribuction of this report which, upon acceptance of the
Office of the Inspector Ceneral, 1is a matter of public
record.

Wm'uz WJMMM

September 20, 1080
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FISCAL YFAR 1987 PI.480 TITLE II
MONETIZATION PROGRAM ACTIVITIES
MANAGFED BY CATHOLIC RELIFEF SERVICIS AND
CARITAS BOLIVIAMA

REPORT ONMN COMPLIANCE WITF AGREEMENT TERMS AMND
APPLICABLE LAWS AND RECULATIONS

FINDINGS

1. Tax Liabilities May Arise from the Sale of Commodities

Condition:

The tax authorities could claim that the sale of
commodities is subject to the value-added tax of ten
percent and the transaction tax of one percent. The tax
law states that all sales and income within Bolivian
territory are subject to these taxes. Catholic Relief
Services and Caritas Boliviana do not have a specific
exemption from these taxes.

Criteria:

The Bolivian tax law No. 843 states that all sales of
aoods and services within Rolivian torrltory are subject
to & value-added tax, and that this tax is payahle by all
entities or persons who habitually sell goods. The tax
rate 1is ten percent. The same Jlaw states that all
entities or persons are subject to a transaction tax
calculated at the rate of one percent of gross income.
There is no exemption in the 1law for non-profit
organizations. Unless they are determined to be exempt
from value-added and <transaction taxes, CRS/Caritas is
required to comply with the applicable legal provisions.

CAuso:
Catholic Relief Services and Caritas PRoliviana because
they are non-profit charities believe that their

transactions under the program are exempted from these
taxes.
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Fffect:

A significant tax liability (about Ps25,200 plus interest
and fines) could arise for the organization if these
sales were considered to be taxable hy the authorities.

Recommendation:

USAID/Rolivia should request Catholic Relief Services and
Caritas Boliviana to clarify their exemption status wich
regard to value-added and transaction taxes with the
RBolivian tax authorities.

2. Tax was not Retained on Payments for Services not
Sfupported by Fiscal Invoices

Condiction:

Caritas Boliviana d4id not withhold the legally required
ten percent complementary value-added tax or the one
percent transaction tax from payments of services,
especially contracted labor, which were not supported by
fiscal invoices, that 1is, company invoices numerically
conctrolled by the tax authorities to ensure the

collection of value-added taxes.
Criteria:

In accordance with the tax reform law No. 843, all income
paid to individuals is subject to complementary value
added ctaxes, Income is defined as payments for rents,
inrterest, dividends, fees, royalties, salaries, wages,
per diem allowances, etc. Article 11 of the Supreme
Decree HNo. 21531 requires the paving entity to withhold a
tax amount of 11 percent (ten percent complementary
value-added tax and one percent transaction tax) from all
payments made for these concepts which are not supported
by a legal fiscal invoice.

Cause:

The organization was unaware that it was required to
withhold these taxes.
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Lffect:

In the case of an inspection by the tax authorities the
organizatvion would be required to pay the taxes not
withheld (estimated to bhe about Bs6,200) together with
fines and interest.

Recommendation:

USAID/Bolivia should ensure that Caritas Boliviana
complics with the Bolivian tax law regarding the
withholding of taxes on payments for services to persons
who do not present fiscal invoices and that it pavs over
to the tax authorities the amounts withheld.
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FISCAL YEAR 1987 PL480 TITIFE II
MONETIZATION PROGRAM ACTIVITIES
MANAGED BY CATHOLIC RELIFF SERVICES AND
CARITAS BOLIVIANA

LIST OF REPORT RECOMMENDATIONMS

Internal Control Structure

Recommendation 1:

USAID/Bolivia should specify formal procedures for the
approval of program budgets and modifications, which
procedures should require that the approved budget and
changes be documented in writing.

Recommendation 2:

USAID/Bolivia should obtain evidence that PL4R0 Title 11
program funds provided to Catholic Relief Services and
Caritas Boliviana (CRS/Caritas) are being managed through
separate bank accounts so that there is no commingling of
these funds between proaoram vears or with other funds
availakle to the eptities. Additionally, tor any future
or ongoing support that theyv receive from USAID/Bolivia,
CRS/Caritas should establish separate accountahility for
the A.I.D. funds within their respective accounting
records.

Recommendation 3:
USAID/Bolivia should require Catholic Relief Services and
Caritas Boliviana to include within the program's funds
the income generated from the sale of the bags within
which the commodities were shipped.

Recommendation 4:

USAID/Bolivia should require that Catholic  Relief
Services and Caritas Boliviana support all of their
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payments with legal fiscal invoices to ensure the payment
of value-added taxes levied by the Government of Rolivia.

Recommendation 5@

USAIN/Polivia should require Caritas Eoliviana to develop
fornal »rocurement procedures which establish thresholds
for seeking competitive hids and require preauvthorization
of all purchases. Such procurement procedures should he
submitted to USAID/Polivia for anproval.

Recommendation 6:
USAIN/RBolivia should require that all idle program funds
be invested to earn interest so as to minimize 1lcsses

from inflation and devaluation.

Comnliance with Agreement Terms and Anplicable Laws and
Reculations

Rececrnmendation 1:

USAID/Bolivia should request Catholic Relief Services and
Caritas Roliviana to clarify their exemption status with
regard to value-added and transaction taxes with the
Bolivian tax authorities.

Recommendacion 2

USAID/Bolivia should ensure that Caritas Boliviana
complies with the Bolivian tax law regarding the
withholding cf taxes on pavments for services to persons
who do not npresent fiscal invoices and that it pays over
to the tax authorities the amounts withheld.
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La Paz, May 18, 1990

Mi. Andrew J. E. Page
Moreno Muiioz y Cia.
Edif§icio Hansa , Piso 18°
La Paz.

RE: Audit of Monetization Proghram
Title 11 Fiscal Yean 196§

Dean Mn. Page:

We have recedived copy of your audit nepont grom the USAID Comptrollen
on the sale of 300 Metric Tons of wheat §Lour in 1988. 1In a meeting with
you, hepresentatives of USAID, and Caritas the past week, we agreed 2o
answer the nccemmendations made in this audit that apply to CRS/Caritas.
We can neply as fellows:

I.  List of Report Recommendations

a. Recommendaticn # 1 - USAID/Bolivia should specify formal procedures
forr the appreval of the program budgets and mod{§{cations, which
procedures should nequine that the approved budget and changes be
documented in wiiting.

CRS/Bolivia was very careful to document all phases of the
monetization of 300 metric tons of wheat §lour prineipally because
£t was 6 new cfjont. The cuiginal plan to menetize Langen
quantities of food including poudered milk and vegetable 0if,

was discarded in favor of the monetization cf 300 metric tons 04
wheat floun Zo cover the cutback <n oun AID/Washington Outreach
Grant that was temminated in 1988. 1§ some budget changes on
modigdcations wene not put in wiiting <t was due to an oversight
as we did advise USATID/Bolivia at fLeast crally of any such
changes.

b. Recommendation # 2 - USAID/Bolivia should obtain evidence that PL
480 Title 11 program funds provided to Catholic Relief Services
and Caritas Boliviana (CRS/Caritas) are being managed through
sepanate bank accounts so that there 8 no commingling of these
funds between program yeans on with othen funds available to the
entities. Additionally, for any future on ongoing suppont that
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they neceive grom USAID/BoLivia, CRS/Caritas should establish
deparate accountability fon the A.1.D. funds within thein
nespective accounting heconds,

It 48 trwe that CRS did not open a special bank account fon
menetization funds due principally 1o the fact that the funds

werne destined jor specifdic projects in Caritas and the income

grom the sale of the wheat §Lour was made in 3 payments, e

w(ll 4n oun FV 1990 Monatization Proghai and {n the future open

a separate tocal cutrency bank account. CRS does, however,
maintain separate Ledgers for all U.S. Government funds as well as
a separate doffar account fon U.S. Government grant monies.

. Recemmendation ¥ 3 - USATD/Bolivia Should nequire Catholfic Relief
Scavdees and Carctas Beldvdana to include within the progran's
funds the Ln.ome from the sale of the bags within which ~the
commod{ties wene Ahipped.

The income from the sale of empty containers {4 used to cover the
stonage and thanspont of the Title 11 Foods including the
monetization pregham. Due to the fact that this was the §inst
monetization preject of CRS/Canitas, these funds - 1,500 Bolivia-
nos werne included Ln the negular program income of Caritas La

Paz to covetr such expenses,

. Recemmendaticn ¥ 4 - USATD/Befivia should requite that Catholic
Relief Services and Caritas Beliviana support all of {ts payments
with Legal giscal invedces to enswre the payment c¢f value-added
taxes Levded by the Govewnment of Bolivia.

This will be done Ln the futwre. Caritas Boliviana made Asome
purchases which did not {nclude taxes. They did this to save
money on purchases, and as there wene no set rnubes from USAID on
this point they did make such tax gree payments.

. Recommendation # 5 - USATD/Bolivia should require Caritas Boli-
vdana to develop formal procurement procedwres which establish
thueshelds fern seekding competitive bids and necuine wreauthoniza-
tion 0§ all punchases. Such procuwrement procedures should be
submitted to USAID/Bolivia for approval.

In the guture this will be done and especially now that there L5
a Monetization Committee te negulate such purchases as well as an
Accounting Manual adopted by this Committee that controls such
purchases. USATD/Bolivia {s awanre of these measures that will be
undertaken {n future monetization proposals.

. Recommendation # 6 - USAID/BolLivia should nequire that all {dle

progham funds be {nvested to eann interest s0 as to minimize
Losses grom inflation and devaluation.
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When this program was initiated in 1988, it was not to our hnow-
Ledge permissible to put U.S. Government funds Ln interest bearing
accounts. Now that the USATD/Bofivia Mission approves these
transactions, Lin the future we will invest such gunds 40 as they
are net L{dle.

2. Repornt cn the Compliance with Agheement Terms and Applicable Laws
and Regulations

a. Recommendation # 1 - USAID/Bolivia Ahould nequest Catholic Relief
Servdices and Canitas Boliviana to clarnify thein exemption status
with negard to value-added and thansaction taxes with the Bofivian
tax authonities.

In this particular project, CRS passed funds te Canditas Beliviana
Zo make purchases. Caritas was exempt from taxes up until 1985
when a new tax Law - Ley 8§43 - climinated this exemption. In the
future Caritas will enswre that all nequined Zax obligations are
met,

b. Recommendaticn # 2 - USAID/Bolivia shoulfd ensure that Carnitas
Boliviana complies with the Bolivian tax faw negarding the with-
holding cf taxes on payments fon services 2o pernsons who do not
present fiscal {nvodices and that it pays over to the tax authori-
Lies the amount withheld.

In Zhe future Caritas Boliviana will comply with the withholding
of taxes on payment fon services to persons who do not present
fiscal invoices and will forward payment to the zax authorities.

PLease advise if you need monre infornmation on these necommendations.

Sincenely yours

JPC:pac.
ce: Mr. John Davison - USAID
Fernando Moreno - USAID
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