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SUBJECT: Audit of USAID/Bolivia’s Chapare Regional Development Project,
Activities Managed by the Program of Alternative Regional
Development, for the Year Ended December 31, 1990

This report presents the results of a financial audit of the Program of Alternative
Regional Development (Program) for the year ended December 31, 1990. This
audit was one of six audits performed to evaluate entities receiving funds under
the Chapare Regional Development Project, USAID/Bolivia Project No. 511-0543.
The accounting firm of Price Waterhouse prepared the report which is dated
August 23, 1991.

The Project was initiated in 1983 as a part of the Government of Bolivia’s program
to reduce coca plantings. The Project focuses on the agroindustrial and
institutional development of the Chapare region--Bolivia’s principal illicit coca
growing area. The life-of-project budget as of December 31, 1990 was $73.2
million, of which USAID/Bolivia is providing grant and loan funds of $38.5 million
and the Government of Bolivia the balance of $34.7 million. The Government of
Bolivia has also developed a program whereby it makes compensation payments
of $2,000 per hectare to peasant farmers who voluntarily reduce their coca
plantings.

The main functions of the Program include planning, coordinating, evaluating,
and oversighting the subprojects carried out under the Project. The audit
coverage included $3.5 million provided by USAID/Bolivia as well as $908,537
provided by the Government of Bolivia during the year ended December 31, 1990.
The audit did not include direct payiaents of $2.5 million made by USAID/Bolivia
and $33,826 made by the Government of Bolivia primarily for the procurement
of technical assistance on behalf of the Program during the audit period.

The purpose of the audit was to determine whether: (1) the Program’s fund

accountability statement presents fairly, in all material respects, cash receipts
and disbursements for the period audited; (2) the Program’s internal control
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structure was adequate for Project purposes; and (3) the Program had complied
with the terms of the Project’s Agreement and implementation letters and
applicable laws and regulations. The scope of the audit included an examination
of the Program’s activities and transactions to the extent considered necessary to
issue a report thereon for the period under audit.

Price Waterhouse found that the fund accountability statement presents fairly,
in all material respects, the cash receipts and disbursements of the activities
managed by the Program. The auditors identified $110,915 in questionable rosts
related to purchases made with A.ID. funds without quotations and unpaid
invoices recorded as disbursements. Government of Bolivia funds of $10,352
were also identified as questionable costs for similar reasons.

With respect to the Program’s internal control structure, Price Waterhouse
identified 16 problem areas which, in their opinion, represent material internal
control weaknesses. The weaknesses identified relate primarily to: (1) delays in
implementing subprojects in accordance with the Program’s operating plan
(findings 1, 3, and 11); (2) inadequate and untimely accounting records and
inadequate inventory controls over Project materials, supplies, and fixed assets
(findings 2, 5, 6, 7, 9, and 12); (3) a lack of coordination among entities to assure
timely distribution of educational and promotional materials (finding 4); (4)
inadequate documentation and authorization for Project disbursements (findings
8 and 16); (5) the absence of procedures to assure that accurate, complete, and
timely accounting and management reports are prepared for USAID/Bolivia's use
in evaluating the Project’s status and accomplishments (findings 10 and 13); and
(6) inadequate planning and documentation of procurement (findings 14 and 15).

In its report on compliance with the terms of the Project's Agreement and
implementation letters and applicable laws and regulations, Price Waterhouse
found that the Program complied, in all material respects, except for not: (1)
identifying Project vehicles with the A.L.D. emblem; and (2) complying with a
Bolivian tax law requiring the withholding of transaction taxes.

Price Waterhouse found that certain weaknesses reported in the previous
audit of the Program, for the year ended December 31, 1989, have not been
corrected. In this regard we noted that Recommendation No. 2 of the prior
audit (Audit Report No. 1-511-91-15-N, dated January 22, 1991) remains as
an open item in the Office of the Inspector General's audit recommendation
follow-up system. Accordingly, we are not repeating the recommendation in
this report; however, due to the age and nature of the recommendation we
urge that the Mission ensure that proper action is taken to address these
previously reported areas of weakness.

The report was discussed with management of the Program, who expressed
general agreement with the content of the report and stated that corrective action
had been taken for some of the reported deficiencies. Management’'s comments
are included in Appendix II to the report.
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We are including the following recommendations in the Office of the Inspector
General's audit recommendation follow-up system:

Recommendation No. 1

We recommend that USAID/Bolivia negotiate a recovery with the Program
of Alternative Regional Development for $110,915 in questionable costs
(unsupported) detailed in the Price Waterhouse report dated August 23, 1991
and related to purchases made without quotations and unpaid invoices
recorded as disbursements.

Recommendation No. 2

We recommend that USAID/Bolivia, in conjunction with the Program of
Alternative Regional Development, develop a plan, including a timetable for
implementation, for: (1) establishing procedures to assure that subprojects
are implemented in accordance with the operating plan; (2) establishing
controls to assure that the Project’s accounting records and inventories are
properly maintained and safeguarded; (3) improving coordination among
entities to assure timely distribution of educational and promotional
materials; (4) establishing procedures to adequately document and authorize
Project disbursements; (5) establishing procedures to assure that all required
reports are prepared and submitted on time to USAID/Bolivia: (6)
establishing procedures to ensure the proper planning and documentation
of procurement transactions; and (7) identifying Project vehicles with the
A.LD. emblem or obtaining exemption from this requirement.

Please advise this office within 30 days of actions planned or taken to resolve and
close the recommendations.
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La Paz

Central Piloto - 355027
Casilla No. 590

Telex 2524 PRIWTER
Fax 391157

Moreno, Mufioz y Cia
Firma miembro de
Price Waterhouse

Santa Ciuz
Teléfono 339814
Casilla No. 568

Moreno Murioz ”

August 23, 1991

Mr. Reginald Howard

Regional Inspector General for Audit

U.S. Agency for International Development
Tegucigalpa, Honduras, C.A.

Dear Mr. Howard:

This report presents the results of our audit of the
activities of the Chapare Regional Development Project,
USAID/Bolivia Project  No. 511-0543, managed by the
Program of Alternative Regional Development (Programa de
Desarrollo Alternativo Regional - PDAR), for the year
ended December 31, 1990.

BACKGROUND

On August 12, 1983, the Republic of Bolivia and the
United States of BAmerica, acting through the U.S. Agency
for International Development Mission to Bolivia
(usaiD/Bolivia), signed a 1loan and grant agreement to
implement the Chapare Regional Development Project,
USAID/Bolivia Project No. 511-0543, which consisted in an
integrated package of financing and technical assistance
for small farmer related production, agroindustry
development/marketing and institutional development
support activities to be carried out by Bolivian public
and private institutions for development of the Chapare
region and associated high valleys sub-regions.

The project is a complementary part of the Government of
Bolivia (GOB)'s program to reduce the coca plantings in
Bolivia, and includes different activities and
sub-projects designed to focus development resources on
Bolivia's principal transitory coca growing area which is
used for 1illicit purposes, the Chapare region. Due to
different causes, the implementation of project
activities had to be delayed and the project itself was
significantly modified. The amended project concentrates
on four principal development areas: 1) agriculture and
forestry production; 2) rural industry and marketing;

e
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3) productive and transport infrastructure; and 4) a
project investment fund. Each area includes activities
of immediate impact and applied research components to
support medium and 1long-term activities. The current
project assistance completion date is May 31, 1992 and
the 1life-of-project budget as modified in July 1990,
expressed in thousands of U.S. dollars, includes the
following:

GOVERNMENT
USAID/BOLIVIA OF BOLIVIA
Grant Loan PL-480 GOB Total
Technical
assistance § 12,558 $ 12,558
Training 2,092 ¢ 1,070 $ 2,523 5,685
Constructions 3,060 1,019 3,246 $ 1,600 8,925
Commodities 3,780 2,662 240 6,682
Operating
costs 3,280 7,258 2,300 1,147 13,985
Evaluations 530 53 583
Other 700 438 22,831 23,969
Contingencies 860 860

$ 26,000 $ 12,500 $ 32,000 § 2,747 $ 73,247

Additionally, the Government of Bolivia has developed a
program to reduce the cultivation of coca and make
compensation payments of US$ 2,00C per hectare from its
own resources to the peasant farmers that voluntarily
reduce their coca plantations. The plan foresaw the
eradication of 6,000 hectares of coca plants in 1990. 1In
accordance with DIRECO's reports 7,382 hectares were in
fact eradicated.

USAID/Bolivia performs the overall supervision of the
project, which consists of various phases carried out by
different GOB administrative units, as indicated in the
following summary:

Phase Administrative Unit
1 Administration of the project Sub-Secretariat for
and overall supervision and Alternative Develop-
coordination of the Government ment and Coca Plant-
of Bolivia's programs related ing Substitution
to coca eradication (Subsecretaria de
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Phase

Technical assistance to farmers
to allow access to financial
services and development of
community projects in Chapare
and associated high valleys

Technical assistance in the
development of alternative
crops, and sale of genetic
material for alternative crops

Granting of loans to farmers
to plant alternative crops

Compensation to coca growers
to reduce coca cultivation

Development of productive and
transport infrastructure
through the maintenance of
roads

Administrative Unit

Desarrollo Alternati-
Vo y Sustituciédn de
Cultivos de Coca -
SUBDESAL)

Program of Alternative
Regional Development
(Programa de Desarro-
llo Alternativo
Regional - PDAR)

Bolivian Institute of
Agriculture and Cattle
Technology/Chapare
(Instituto Boliviano
de Tecnologia Agrope-
cuaria - IBTA/Chapare)

PL.-480 Executive
Secretariat

National Directorate
for Agricultural Re-
conversion (Direcciébn
Nacional de Reconver-
sidén Agricola -
DIRECO)

National Service of
Roads (Servicio Nacio-
nal de Caminos - SNC)

Program of Alternative Regional Development (Programa

Desarrollo Alternativo Regional - PDAR) is an
implementing unit created under the authority of the
Sub-Secretariat for Alternative Development and Coca

Planting Substitution (SUBDESAL). Until May 1990, this
unit was called the Program of Alternative Development of
Cochabamba (Programa de Desarrollo Alternativo de
Cochabamba - PDAC).



The main functions of the PDAR include planning,
coordination, evaluation, and follow-up of the
sub-projects carried out under the project. During 1990,
some sub-projects were executed by other governmental and
non-governmental entities financed through PDAR  with
USAID/Bolivia and PL-480 funds. These sub-projects
consisted of: promoting studies, technical assistance and
investigations in the Chapare region, stimulating
alternatives to substitute for the coca crop within the
region; and improving the living conditions and economic
development in the associated high valleys in order to
reduce the migration of its population to the Chapare,
where most prcbably they would cultivate coca.

Other sub-projects of immediate impact and with a cost of
Us$ 20,000 or less, have been supervised and coordinated
by PDAR in the Chapare area (4) and in the associated
high valleys (54). These sub--projects inclugde the
construction of schools, sanitary posts, community
centers, irrigation channels, the collection and
distribution of drinking water, and other similar works.

AUDIT OBJECTIVES AND SCOPE

We were contracted by USAID/Bolivia to conduct a
financial audit of the Chapare Regional Development
Project for the year ended December 31, 1990. The audit

included the operations carried out by each
administrative unit under the 1loan and grant agreement
signed  between the Government of Bolivia and
USAID/Bolivia, and their corresponding fund

accountability statement.

The audit did not include the examination of the
documentation and operations of periods prior to January
1, 1989 nor transactions made directly by USAID/Bolivia
and the Government of Bolivia through direct payments.
However, for information purposes only, we include as
Annex 1, a fund accountability statement of the project
accumulated costs as of December 31, 1990, including
direct payments made by USAID/Bolivia and the Government
of Bolivia. This statement is expressed in United States

dollars.

Our audit was performed in accordance with generally
accepted auditing standards and the United States
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Comptroller General's "Government Auditing Standards"
(1988 Revision) and accordingly included such tests of
the accounting records and documentation, evaluation of
the internal control structure and other auditing
procedures  as we considered necessary in the
circumstances to determine whether:

1. The fund accountability statement of the project
activities managed by PDAR presents fairly in all
material respects, the cash receipts and disbursements
for the year ended December 31, 1990, identifying
costs which were not fully supported with adequate
records or which were not allowable, allocable, and

reasonable under the agreement terms, project
implementation letters, and applicable laws and
regulations;

2. PDAR's internal control structure is adequate for
project purposes; and

3. PDAR complied, in all material respects, with
agreement terms, project implementation 1letters, and
applicable laws and regulations.

Based on monthly field work, carried out throughout the
year, the scope of our work included:

- Reviewing the accounting records and bank accounts
used by PDAR to record the receipt of funds.

- Confirming the funds received for the project with
the records of the funding agencies, USAID/Bolivia
and PL-480 Executive Secretariat.

- Reviewing the supporting documentation of funds
destined to finance sub-projects.

- Reviewing the supporting documentation for the
principal disbursements made by PDAR. This test
covered 86% of the amount spent during the year, and
its objective was to determine whether the
expenditures were properly supported with
documentation, were made to achieve the objectives of
the project and in accordance with agreement terms
and project implementation letters, and that the
recording was adequate.

5 O



On-site visits to the sub-projects of immediate
impact to inspect them and get the opinions of the
beneficiaries regarding the quality of the work, its
acceptance and the compliance with the requirements

regarding the reduction of coca. We visited 2
sub-projects in the Chapare Region and 17 1in the
associated high valleys. We also visited 3

subprojects which were commenced in the previous year.

Reviewing the supporting documentation of the
advances to the entitites implementing the
sub-projects, including the letters of understanding
between PDAR and the implementing entities and the
approved budget, and reviewing the sub-projects’
quarterly reports to determine whether the expenses
incurred during the year were allowable and properly
documented.

On-site visits to the implementing entities to
evaluate their attainment of the objectives
stipulated in the letters of understanding, and their
accounting controls on project funding.

Obtaining direct confirmation from the implementing
entities of advances received, expenses incurred and
unspent balances as of December 31, 1990.

Obtaining direct confirmation of PDAR bank accounts
as of December 31, 1990, and reviewing the
corresponding bank reconciliations.

Obtaining a complete understanding of the control
environment, accounting system and control procedures
used by PDAR to account for project funds. For this
purpose we evaluated the following significant

categories: cash receipts and disbursements,
budgeting controls, bank accounts and funds controls,
inventory management, procurement system, and

sub-projects monitoring.,

Reviewing and evaluating PDAR's compliance with
agreement terms, implementation letters, and
applicable laws and regulations.




RESULT OF AUDIT

Fund Accountability Statement

The Program of Alternative Regional Development (PDAR)
recorded its operations on the basis of cash receipts and
disbursements, consequently, revenues are recognized when
received rather than when earned and expenses are
recognized when paid rather than when the obligation is
incurred. This is a comprehensive basis of accounting
for cash operations other than generally accepted
accounting principles. Our audit disclosed questionable
costs in the amount of Bs412,307 (approximately
Us$ 121,000) which we consider non-material to +the fund
accountability statement.

In our opinion, the fund accountability statement audited
by us presents fairly, in all material respects, the cash
receipts and disbursements of the activities managed by
the Program of Alternative Regional Development, for the
year ended on December 31, 1990, under the Chapare
Regional Development Project, USAID/Bolivia Project No.
511-0543, on the Dbasis of accounting described in the

precedent paragraph.

Internal Control Structure

We have considered the internal control structure of PDAR
in order to determine our auditing procedures for the
purpose of expressing our opinion on the fund
accountability statement of the Chapare Regional
Development Project, and not to provide assurance on the
internal control structure of PDAR taken as a whole.

Our consideration of the internal control structure would
not necessarily disclose all matters in the internal
control structure that might be reportable condition and,

accordingly, would not necessarily disclose all
reportable conditions that are also considered to be
material weaknesses. However, we observed the following

matters involving the internal control structure that we
consider to be material weaknesses under standards
established by the American Institute of Certified Public

Accountants.




Findings Arising During the Year

l.

2.

11.

12.

13.
14.

15.

lé.

Failure to complete sub-projects carried out by
non-governmental organizations on time.

Lack of proper procedures to control stores
inventories and fixed assets at the commencement of
projects carried out by private voluntary
organizations.

Delays in execution of sub-projects carried out by
PVO's.

Lack of coordination between the various entities to
provide education and promotional material.

PDAR had no accounting control of the inventories,
costs and budget.

Lack of supporting documentation for delivery and
reception of material.

Cost records not maintained on timely basis.
Disbursements not properly documented.
Deficiencies in the Cochabamba warehouse.
Incorrect preparation of quarterly reports.
Delays in the construction of dehydration plants.

Lack of accountability by the University of San Simon
- Cochabamba.

Lack of conclusion reports on immediate impact works.
Lack of ability to capitalize on successes.

No evidence of competitive bids being obtained for
the purchase of goods.

Travel expenses not properly authorized.



We also noted other matters involving the internal
control structure and its operation that we have reported
to the management of PDAR in separate letters.

Reiteration of Previous Year Findings

1. PDAR's accounting system was incomplete to produce
timely accounting information and to properly record
the future operations of the unit.

2. PDAR did not have proper procedures manuals.

3. The operating plan was only partially implemented.

Compliance with Agreement Terms, Project Implementation
Letters, and Applicable Laws and Regulations

Except for the noncompliances mentioned below, the
results of our tests of compliance indicate that, with
respect to the items tested, PDAR complied, in all
material respects, with the terms and provisicns of the
agreement, project implementation letters, and applicable
laws and regulations. With respect to items not tested,
nothing came to our attention that caused us to believe
that PDAR had not complied, in all material respects,
with those terms and provisions.

Finding From the Year

l. Transaction tax not retained from payments for
services to individuals.

Reiteration of Previous Year Findings

l. PDAR has not received permission from USAID/Bolivia
not to identify and mark vehicles for security
reasons.

MANAGEMENT COMMENTS

In its written response to this report, see Appendix II,
the management of the Program of Alternative Regional
Development (PDAR) expressed overall agreement with most
of the findings and stated corrective action has been
taken for some of the deficiencies reported. With regard
to Findings Nos. 5, 6, 7, 12 and 15 of the 1Internal
Control section PDAR management stated: (a) that the
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accounting department had valued kardex records (Finding
5); (b) that the materials delivery notes are signed by
the communities as evidence of reception (Finding 6); (c)
that the accounting department has cost records (Finding
7): (d) that the accounting documentation supporting the
use of funds by the University of San Simon was reviewed
periodically to verify its proper use (Finding 12) and
(e) that all purchases were supported by competitive
bids, although in some cases the vendors had no inventory.

Auditors' response

l. Finding No. 5. In the store there are detailed bin
cards indicating the physical quantities held, but
these are not valued. In the financial records,
there is an overall control account indicating the
value of all inventories, but, at the time of our
examination, there were no detailed valued inventory
records which allowed the physical amounts to be
compared with the accounting records. Consequently,
in our opinion, there was no accounting control over
the stores.

2. Finding No. 6. The procedures require that all the
delivery notes be signed by the beneficiary.
However our tests disclosed examples where the notes
were not signed and others where the signature was
illegible. Furthermore, given the 1low level of
education of many of the beneficiaries, we do not
believe that the signing of the delivery notes is
adequate evidence that the materials have been
delivered. We believe that responsibility should be

clearly defined and a proper system of
accountability, linked to the budget control system,
introduced.

3. Finding No. 7. The cost controls included in the
accounting records were not written up on a timely
basis in 1990. Certain information is maintained in
files, but this is outside the accounting records,
and there 1is no control over the accurncy of these
records because they are not reconciled with the
accounting records on a timely basis.
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Finding No. 12. The advance to the University of San
Simon was outstanding in the accounting records at
December 31, 1990 and no evidence was presented to us
that periodic revisions of the use of the funds had
been carried out.

Finding No. 15. Of the six cases detected by wus in
three cases quotations had been received but only two
of the vendors had inventories. In three cases no
evidence that quotations had been received was
presented to us.
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' La Paz
Moreno, Mufioz y Cia. Central Piloto - 375027

Firma miembro de .
Casilla No. 530

Price Waterhouse Telex 2524 PRIWTER
Fax 391157

Santa Cruz
Teléfono 339814
Casilla No. 568

Moreno Murioz “

CHAPARE REGIONAL DEVELOPMENT PROJECT, ACTIVITIES
MANAGED BY THE PROGRAM OF ALTERNATIVE
REGIONAL DEVELOPMENT (PDAR)
USAID/BOLIVIA PROJECT No. 511-0543
FOR THE YEAR ENDED DECEMBER 31, 1990

FUND ACCOUNTABILITY STATEMENT

INDEPENDENT AUDITOR'S REPORT

We have audited the fund accountability statement of the
activities managed by the Program of Alternative Regional
Development, (Programa de Desarrollo Alternativo
Regional- PDAR) under the Chapare Regional Development
Project, USAID/Bolivia Project No. 511-0543, for the vyear
ended December 31, 1990. The fund accountability
statement 1is the responsibility of PDAR's management.
Our responsibility is to express an opinion on the fund
accountability statement based on our audit.

We conducted our audit in accordance with generally
accepted auditing standards and the United States
Comptroller General's "Government Auditing Standards"
(1988 Revision). Those standards require that we plan
and perform the audit to obtain reasonable assurance
about whether the fund accountability statement is free
of material misstatement. An audit includes examining,
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 financial presentation.
We believe that our audit provides a reasonable basis for
our opinion.

As described in Note 2, 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 be a presentation in
conformity with generally accepted accounting principles.

12



As mentioned in Note 4, our audit disclosed certain
questionable costs amounting to Bs412,307, which we
consider non-material to the fund accountability
statement.

In our opinion, the fund accountability statement audited
by us presents fairly, in all material respects, the cash
receipts and disbursements of the activities of the
Chapare Regional Development  Project, USAID/Bolivia
Project No. 511-0543, managed by the Program of
Alternative Regional Development for the year ended
December 31, 1990, on the bhasis of accounting described

in paragraph 3.

This report is intended solely for the information of the
Program of Alternative Regional Development and the U.S.
Agency for International Development. This restriction
is not intended to limit the distribution of this report
which, upon acceptance of the Office of the Inspector
General, is a matter of public record.

February 15, 1991

r
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GIAPARE REGIONAI, DEVEIOPMENT PROJECT, ACTIVITIES
MANAGED BY THE PROGRAM OF ALTERNATIVE REGIONAL. DEVELOPMENT (PDAR)
USAID/BOLIVIA PROJECT No. 511-0543

FUND ACCOUNTABILITY STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 1990
(Expressed in bolivianos - Note 3)

Funds Funds Funds
balance as of received balance as of Questionable
December 31, during Funds 1990 December 31, costs
1989 1990 available Disbursements 1990 (Note 4)
Bs Bs Bs Bs Bs Bs
SPECIAL ACCOUNT - (Note 2)
USAID/BOLIVIA
Training, studies and communication 826 3,686,347 3,687,173 3,026,420 660,753
Construction 163,576 4,028,183 4,191,759 2,934,407 1,257,352 184,559
Cammcdities and supplies 17,880 203,260 221,140 192,164 28,976 63,940
Operating costs 214,387 2,617,405 2,831,792 2,816,278 15,514
_ Others (Special Projects) 694,513 694,513 502,247 192,266 128,611
Advances to sub—contractors ( 2,704) 2,704 9,964 ( 9,964)
loan to PIL~480 Funds ( 18,449) 18,449 166,117 ( 166,117)
Assigned funds payable ( 184,559) 184,559
USARSO expenses 86,612 (_ 86,612)
Subtotal 375,516 11,250,861 11,626,377 9,549,650 2,076,727 377,110
AMIS/BALIVIA
Funds destined to AMIS Project 6,236 6,236 6,236
NATIONAL, TREASURY OF BOLIVIA
Operating costs 13,153 29,100 42,253 33,593 8,660
PL~480 EXECUTIVE SBECRETARIAT
Training, studies and cammnications 375,544 1,533,341 1,908,885 1,755,953 152,932 33,546
Constructions 1,206,200 1,206,200 940,006 266,194 1,651
Commodities ard supplies 5,860 60,830 66,690 46,296 20,394
Operating costs 54,413 88,280 142,693 82,830 59,863
Advances to sub-contractors ( 10,908) 10,908
Loan from USAID/Bolivia Funds 18,449 166,117 184,566 18,449 166,117
Assigned funds payable ( 1,651) 1,651
Subtotal 443,358 3,065,676 3,509,034 2,841,883 667,151 35,197
Totals 832,027 14,351,873 15,183,900 12,425,126 2,758,774 412,307
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CHAPARE REGIONAL DEVELOPMENT PROJECT, ACTIVITIES
MANAGED BY THE PROGRAM OF ALTERNATIVE
REGIONAL DEVELOPMENT (PDAR)
USAID/BOLIVIA PROJECT No. 511-0543

NOTES TO THE FUND ACCOUNTABILITY STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 1990

NOTE 1 - DESCRIPTION OF THE PROJECT AND NATURE OF OPERATIONS

On August 12, 1983, the Republic of Bolivia and the United
States of America acting through the U.S. Agency for
International Development Mission to Bolivia (USAID/Bolivia),
signed a loan and grant agreement to implement the Chapare
Regional Development Project, USAID/Bolivia Project No.
511-0543, which consisted of an integrated package of
financing and technical assistance for small farmer related
production, agroindustry development/marketing and
institutional development support activities to be carried out
by Bolivian public and private institutions for development of
the Chapare region and associated high valleys sub-regions.

The project is a complementary part of the Government of
Bolivia (GOB)'s program to reduce the coca plantings in
Bolivia, and includes different activities and sub-projects
designed to focus development resources on Bolivia's principal
coca growing area, the Chapare region. Due to different
causes, the implementation of project activities had to be
delayed and the project itself was significantly modified.
The amended project concentrates on four principal development
areas: 1) agriculture and forestry production; 2) rural
industry and marketing; 3) productive and transport
infrastructure; and 4) a project investment fund. Each
area includes activities of immediate impact and applied
research components to support medium and long-term
activities. The current project assistance completion date,
is May 31, 1992 and the life-of-project budget as modified in
July 1990, expressed in thousands of U.S. dollars, includes
the following:

GOVERNMENT
USAID/BOLIVIA OF BOLIVIA
Grant Loan PL480 GOB Total
Technical

assistance $ 12,558 $ 12,558
Training 2,092 ¢ 1,070 ¢ 2,523 5,685
Constructions 3,060 1,019 3,246 $ 1,600 8,925
Commodities 3,780 2,662 240 6,682
Carried forward 21,490 4,751 6,009 1,600 33,850
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GOVERNMENT

USAID/BOLIVIA OF BOLIVIA
Grant Loan PL480 GOB Total

Brought forward $ 21,490 % 4,751 & 6,009 $ 1,600 $ 33,850

Operating

costs 3,280 7,258 2,300 1,147 13,985
Evaluations 530 53 583
Other 700 438 22,831 23,969
Contingencies 860 860

$ 26,000 $ 12,500 $ 32,000 § 2,747 § 73,247

NOTE 2 -~ SUMMARY OF ACCOUNTING POLICIES

The Program of Alternative Regional Development policy is to
prepare the fund accountability statement of the project on
the basis of cash receipts and disbursements. Consequently,
revenues are recognized when received rather than when earned
and expenses are recognized when paid rather than when the
obligation is incurred. Therefore, the fund accountability
statement does not pretend to present the financial
information in accordance with generally accepted accounting
principles.

The costs of fixed assets are charged directly to the project
and are not depreciated. Using the same procedure, materials
and supplies are charged directly to the project when the
payment is made and not when the goods are used.

The fund accountability statement includes only the income and
expenditures related to the special account, which includes
only the funding provided to PDAR and does not include the
direct payments made by USAID/Bolivia and the Government of
Bolivia on behalf of the project. Those payments consist
principally of technical assistance, equipment and supplies
procured directly by USAID/Bolivia and the Government of
Bolivia.

NOTE 3 - EXCHANGE RATES

The fund accountability statement is presented in "Bolivianos"
the local currency of Bolivia. During 1990 the Bolivian
currency devalued against the United States dollar from Bs2.98
per US$ 1 at January 1, 1990 to Bs3.40 at December 31, 1990.

NOTE 4 ~ QUESTIONABLE COSTS (AUDITOR'S NOTE)

The following costs incurred by PDAR and charged to the
project during 1990, are considered to be unsupported costs:
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Questionable

Date Voucher Description costs
No. Bs
USAID/BOLIVIA - SPECIAL
ACCOUNT

« Construction
Unpaid expenditures, recorded
as disbursements of funds at
December 31, 1990 184,559
. Goods

Purchases without quotations

01-16-90 AID 22/90 Purchase of doors and windows 1,880
01-16-90 AID 23/90 Repair vehicle 1,304
02-02-90 AID 57/90 Theodolite Wild T.1 27,810
02-02-90 AID 58/90 Spare parts for theodolite 18,596
02-07-90 AID 67/90 Engineers level 6,582

02-13-90 AID 83/90 Video camera, photographic
camera, tape recorder and

video recorder 7,768
_63,940
. Others

Funds not rendered by

governmental entities

(CORDECO-UMSS), in charge

of the subproject Rotating

Fund for Processing Seeds

"pasto cedron" 128,611

PL~480 EXECUTIVE SECRETARIAT -
SPECIAL ACCOUNTS

. Training, studies and communica-
tion

Purchases without quotations

ASAR
06-18-90 25/90 Agrobol, Chemical Supplies 106
Carrie forward 106
Carried forward 377,110
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Voucher Questionable

Date No. Description costs
Bs
Brought forward 377,110
Brought forward 106
06-18-90 26/90 Agropecuaria Copacabana,
Dimecrom 60
12-26-90 5/89 Office supplies 140
02-12-90 24/9C Typewriter purchase 670
01-09-90 5/90 Backpack purchase 540
02-19-90 31/90 Veterinary items 339
_ 1,855
ARADO
01-02-90 92/90 Vehicle maintenance and
spare parts 1,208
01-08-90 94/90 Vehicle spare parts 390
_1,598
CER
12-20-89 CD-002 Printing of training charts 840
12-20-89 CD-002 Purchase of spare parts and
tools 300
01-18-89 CD-
003-A Purchase of office supplies 821
01-18-90 CD-017 Preparation of documentary films 7,300
01-31-90 CD-034 Printing of training charts 1,250
10,511
13,964
Lack of required approvals
ASAR
06-19-90 29/90 Fixed fund reimbursement 299
06~-22-90 31/90 Office supplies purchases 242
06-27-90 36/90 Bicycle (Phoenix) purchase 480
12-28-89 10/89 December/89 salaries 2,851
02-12-90 26/90 February/90 salaries 689
Carried forward 4,561
Carried forward 13,964
Carried forward 377,110
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Voucher Questionable

Date No. Description costs

Bs
Brought forward 377,110
Brought forward 13,964
Brought forward 4,561
06-30-90 46/90 June/90 salaries 14,300
12-22-89 8/89 Various 191
01-05-90 9/90 Various 292
01-31-90 18/90 vVarious 238
19,582

. Construction

Unpaid expenditures, recorded

as disbursement of funds at
December 31, 1990 1,651

1,651

Total questionable costs 412,307
b= — -
Questionable
costs
Bs
Summary
Purchases without quotations 77,904
Lack of required approvals 19,582
Funds not rendered by governmental entities 128,611
Unpaid expenditures recorded as disbursements
of funds at December 31, 1990 186,210
412,307
L — —

'NOTE 5 - FUNDS BALANCE

The funds balance as of December 31, 1990 consists of:

Amount
Bs Us$
A.I.D. Funds
Petty cash - Central office 4,000 1,309
Carried forward 4,000 1,309
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Amount

Bs Uss
Brought forward 4,000 1,309
Banco Nacional de Bolivia 2,072,427 678, 351
Petty cash - Chapare 300 98

2,076,727 679,758

AMIS/Bolivia-Project Funds

Banco Nacional de Bolivia 6,236 1,890

PL-480 Funds

Banco Nacional - saving account 941 287
Banco Nacional de Bolivia 665,910 203,247
Petty cash - Central office 300 92

667,151 203,626

National Treasury Funds

Banco del Estado 7,960 2,434
Petty cash - Central office 700 214
8,660 2,648

2,758,774 887,922

NOTE 6 - ACCUMULATED FUND ACCOUNTABILITY STATEMENT THROUGH
DECEMBER 31, 1990 (UNAUDITED)

The project activities managed by PDAR have been funded by
USAID/Bolivia, the PL-480 Executive Secretariat and the
Government of Bolivia through the National Treasury. As of
December 31, 1990, the total accumulated funds provided to
PDAR in US$, were as follow:

Government
USAID/Bolivia PL-480 of Bolivia Others
US$ US$ Us$ US$
Special account 5,409,685 1,322,465 120,970 1,890

Direct payments 6,757,570 33,826 -

12,167,255 1,356,291 120,970 1,890
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The accumulated fund accountability statement for the period
from the beginning of the activities of the project managed by
PDAR through December 31, 1990 (expressed in United States
dollars), is included in the following pages for the reader's
information. This statement has been prepared on the basis of
cash receipts and disbursements. Operations carried out in
bolivianos have been translated into U.S. dollars on the
following basis:

a) The special account transactions were carried out entirely
in local currency (bolivianos), and have been translated to
u.s. dollars at the exchange rates in use when the
remittance of funds was received, using the first-in
first-out basis.

b) The direct payments made by USAID/Bolivia have been
recorded in U.S. dollars when the disbursements were made
in that currency. When made in bolivianos, these payments
were translated into U.S. dollars at the exchange rate of
the day of payment. This direct payments' information was
supplied by USAID/Bolivia to PDAR for information purposes
only. PDAR does not manage the funds but controls and uses
the assets and commodities thus provided.

c¢) The funds provided by the PL-480 Executijive Secretariat and
the Government of Bolivia are entirely in bolivianos and
have been translated into U.S. dollars at the exchange rate
current on the date the funds were made available.
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CHAPARE REGIONAL DEVELOPMENT PROJECT, ACTIVITIES
MAV-GED BY THE PROGRAM OF ALTERNATIVE REGIONAL DEVELOPMENT (PDAR)

USATD/BOLIVIA PROJECT No. 511-0543

ACCUMULATED FUND ACCOUNTABILITY STATEMENT AS OF DECEMBER 31, 1990

ANNEX 1
Page 1

(UNAUDITED)
ACTUAL COSTS
Budget as of as of Excess (defect)
for 1990 12-31-89 1990 12-31-90 over 1990 budget
$ us§ us§ US§ 0s§
RECEIPTS
Special Account
USAIL/Bolivia 1,888,613 3,521,072 5,409,685
Government of Bolivia 112,071 8,899 120,970
PL—480 Executive Secretariat 424,717 897,748 1,322,465
Funds destined to AMIS Project 1,890 1,890
2,425,401 4,429,609 6,855,010
Direct Payments
USAID/Bolivia 4,298,755 2,458,815 6,757,570
PL~480 Executive Secretariat 33,826 33,826
4,298,755 2,492,641 6,791,396
Total receipts 6,724,156 6,922,250 13,646,406
EXPENDITURES
Special Account
USAID/Bolivia
Training, studies and communications 1,562,039 226,454 978,297 1,204,751 ( 583,742)
Construction 3,113,895 336,977 940,490 1,277,467 (2,173,405)
Commodities and supplies 72,000 76,714 66,968 143,682 ( 5,032)
Operating costs 1,183,510 1,039,024 923,214 1,562,238 ( 260,296)
Other .{special projects) 758,513 . 168,539 168,539 ( 589,974)
Advances to sub-contractors 58,964 ( 56,033) 2,931 ( 56,033)
Assigned funds payable ( 55,927) ( 55,927) ( 55,927)
USARSO expenses 26,246 26,246 26,246
Subtotal 6,689,957 1,738,133 2,991,794 4,729,927 (3,698,163)
Goverrment of Bolivia
Operating costs 90,011 107,551 10,771 118,322 ( 79,240)
Carried forward 6,779,968 1,845,684 3,002,565 4,848,249 (3,777,403)
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ACCUMULATED FUND ACCOUNTABILITY STATEMENT AS OF DECEMBER 31, 1990

ANNEX 1
Page 2

(UNAUDITED)
ACTUAL COSTS
Budget as of as of Excess (defect)
for 1990 12-31-89 1990 12-31-90 over 1930 budget
i Us§ uss US§ US§
Brought forward 6,779,968 1,845,684 3,002,565 4,848,249 (3,777,403)
PL-480
Training, studies and camunication 734,300 238,695 524,261 762,956 ( 210,039)
Construction 665,000 279,042 279,042 ( 385,958)
Commodities and supplies 332,500 4,527 16,912 21,439 ( 315,588)
Operating costs 30,539 25,368 55,907 25,368
Advances to sub-contractors 3,881 3,881) ( 3,881)
Assigned funds payable ( 505) ( 505) ( 505)
Subtotal 1,731,800 277,642 841,197 1,118,839 (__890,603)
Direct Payments
USAID/Bolivia
Technical assistance 2,291,974 2,250,475 2,291,974 4,542,449
Training, studies and commmnication 264,804 36,529 301,333 36,529
Construction 80,000 ( 80,000)
Commodities and supplies 368,815 33,904 402,719 33,904
Operating costs 745,823 3,401 749,224 3,401
Evaluation and amdits 52,870 93,007 145,877 93,007
Other 379,841 379,841
Contingencies 236,127 236,127
2,371,974 4,298,755 2,458, 815 6,757,570 86,841
PL—480 Executive Secretariat
Constructions 33,826 33,826 33,826
Direct payment's total 2,371,974 4,298,755 2,492,641 6,791,39% 120,667
Total expenditures 10,883,742 6,422,081 6,336,403 12,758,484 (4,547,339)
Total receipt 6,724,156 6,922,250 13,646,406
Total expenditures 6,422,081 6,336,403 12,758,484
Cash on hand 302,075 585,847 887,922
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CHAPARE REGIONAL DEVELOPMENT PRNJECT, ACTIVITIES
MANAGED BY THE PROGRAM OF ALTERNATIVE
REGIONAL DEVELOPMENT (PDAR)
USAID/BOLIVIA PROJECT No. 511-0543
FOR THE YEAR ENDED DECEMBER 31, 1990

INTERNAL CONTROL STRUCTURE

INDEPENDENT AUDITOR'S REPORT

We have audited the fund accountability statement of the
activities of the Chapare Regional Development Project,
USAID/Bolivia Project No. 511-0543, managed by the
Program of Alternative Regional Development (Programa de
Desarrollo Alternativo Regional - PDAR) for the year
ended December 31, 1990 and have issued our report
thereon dated February 15, 1991.

We conducted our audit in accordance with generally
accepted auditing standards and the United States
Comptroller General's "Government Auditing Standards"
(1988 Revision). Those standards require that we plan
and perform the audit to obtain reasonable assurance
about whether the fund accountability statement is free
from material misstatement.

In planning and performing our audit of the fund
accountability statement of the activities of the Chapare
Regional Development Project managed by the Program of
Alternative Regional Development (PDAR) for the year
ended December 31, 1990, we considered its internal
control structure in order to determine our auditing
procedures for the purpose of expressing our opinion on
the fund accountability statement and not to provide
assurance on the internal control structure.

The management of the Program of Alternative Regional
Development (PDAR) 1is responsible for establishing and
maintaining an internal control structure. In fulfilling
this reponsibility, estimates and judgments by management
are required to assess the expected benefits and related
costs of internal control structure policies and
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procedures. The objectives of an internal control
structure are to provide management with reasonable, but

not absolute, assurance that assets are safequarded
against 1loss from unauthorized use or disposition, and
that transactions are executed in accordance with
management's authorization and recorded properly to
permit the proper preparation of the fund accountability
statement. Because of inherent limitations in any
internal control structure, errors or irregularities may
nevertheless occur and not be detected. Also, projection
of any evaluation of the structure to future periods is
subject to the risk that procedures may become inadequate
because of changes in conditions or that the
effectiveness of the design and operation.of policies and
procedures may deteriorate.

For the purpose of this report, we have classified and
evaluated the following significant internal control
categories:

- cash receipts and disbursements,
- budgeting controls,

- bank accounts and funds controls,
- inventories management,

- procurement system, and

- sub-projects monitoring.

For all of the internal control structure categories
listed above, we obtained an understanding of the design
of relevant policies and procedures an whether they have
been placed in operation, and we assessed control risk.

We noted certain matters involving the internal control
structure and its operation that we consider to be
reportable conditions under standards established by the
American Institute  of Certified Public Accountants.
Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the
design or operation of the internal control structure
that, in our judgment, could adversely affect the
entity's ability to record, process, summarize and report
financial data consistent with the assertions of
management in the fund accountability statement. The
reportable conditions noted are included in the following
pages as finding Nos. 1 through 16 and findings from
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http:operation.of

previous year not yet implemented Nos. 1, 2 and 6
included in the follow-up of previous year
recommendations, Appendix I to this report.

A material weakness 1is a reportable condition in which
the design or operation of the specific internal control
structure elements does not reduce to a relatively low
level the risk that errors or irregularities in amounts
that would be material in relation to the fund
accountability statement being audited may occur and not
be detected within a timely period by employees in the
normal course of performing their assigned functions.

OQur consideration of the internal control structure would
not necessarily disclose all matters in the internal
control structure that might be reportable conditions
and, accordingly, would not necessarily disclose all
reportable conditions that are also considered to be
material weaknesses as defined above. We believe that
all the reportable conditions included in our attached
report are material weaknesses.

This report is intended solely for the information of the
management of the Program of Alternative Regional
Development and the United States Agency for
International Development. This restriction 1is not
intended to limit the distribution of this report which,
upon acceptance by the Office of the Inspector General,
is a matter of public record.

February 15, 1991

4/#14/( L\'Ct-u“ W,
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CHAPARE REGIONAL DEVELOPMENT PROJECT, ACTIVITIES
MANAGED BY THE PROGRAM OF ALTERNATIVE
REGIONAL DEVELOPMENT (PDAR)
USAID/BOLIVIA PROJECT No. 511-0543
FOR THE YEAR ENDED DECEMBER 31, 1990

REPORT ON INTERNAL CONTROL STRUCTURE

FINDINGS

l. Failure to Complete Sub projects Carried out by
Non-governmental Organizations on Time

Condition:

During our visit on June 11, 1990 to the subproject
“"Manejo Ganado" in the high valleys it was noted that
certain objectives and operating plans which should have
been achieved, based on the original time table, had not
been achieved.

Examples:

- None of the 10 units for the "efficient management to
improve cattle and forage production" had been
established.

- The capacitacion courses and the training of peasant
farmers in techniques to improve cattle had not been
carried out.

- Technical 1literature, information guides, bulletines,
etc., and other training material had not  been
produced.

Although these objectives were attained during the second

half of 1990. This was not in accordance with the
original time table.
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Criteria:

The execution of sub-projects by non-governmental
organizations should be carried out in accordance with
the time table laid down in the operating plan.

Cause:

The project was not approved on a timely basis and this
resulted in delays in the disbursement of funds to
commence the project.

Effect:

The ocub projects are not commenced when planned, with the
potential risk that higher costs are incurred.

Recommendation:

PDAR should improve procedures so that the planning and
approval of sub-projects 1is made on a timely basis.
Consequently the disbursements will be made for the
sub-project to be commenced in accordance with the

operating plan.

2. Lack of Proper Procedures to Control Stores
Inventories and Fixed Assets at the Commencement of

Projects Carried out by Private Voluntary
Organizations
Condition:

Sub-projects carried out by ASAR (PVO) had no records to
adequately control the materials, supplies and fixed
assets used when the project commenced.

Criteria:
Proper records and procedures should be in place from the

beginning of all sub-projects carried out by PVO's to
ensure the proper use and safekeeping of assets.
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Cause:

PDAR did not have proper rules and procedures that
required the PVO's to have records to control assets
assigned to the sub-projects.

Effect:

During the early stages of the sub projects carried out
by ASAR, there were no controls over the use of
materials, supplies and fixed assets provided for the
projects. Consequently these materials could have been
misused.

Recommendation:

PDAR should issue rules and procedures that require that
proper records to control the use of the assets assigned
to the sub-projects are in place prior to the
commencement of the sub-project.

3. Delays in Execution of Sub projects carried out by
PVO's

Condition:

Delays are incurred in the approval, disbursement of
funds, and execution of sub-projects carried out by
PVO's. This problem applies to many projects but as
specific examples we mention the following:

Delays in commencing
the sub-project

Actual date of
Date that the first disbur-
project should sement of funds
. commence per to commence the
Sub-project PDAR _project

PL-480 - Funds

“Conservacion de suelos" 01-08-90 04-18-90
"Riego parcelario" 02/90 04-18-90
"Procipla" 02/90 04-30-90
"Apoyo en capacitacién" 02/90 05-02-90
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Actual date of
Date that the first disbur-
project should sement of funds
commence per to commence the
Sub-project PDAR project

AID - Funds

"Sistemas de cultivos

y transferencia de

tecnologia” 02-19-90 05-23-90
"Diagnéstico y profi-

laxis del mal de

chagas" 04-26-90 06-28-90
"Apoyo para la orga-

nizacién de unida-

des productivas" 05/90 06-28-90
Delays in disbursement
funds
Date reimburse-
ment of funds Date reimburse-
Project requested ment made
PL~480 - Funds
"Apoyo en capacitacién" 02-15-90 04-30-90
AID - Funds
"Diagndéstico y profi-
laxis del mal de
chagas" 09-30-90 12-18-90

Due to these delays, we detected several cases when it
was necessary to use AID funds to cover subprojects to be
funded by PL-480. These transfers were authorized by
AID. The following are examples of reimbursement of
funds to AID by PL-480:

Date Voucher Explanation Amount
Bs
01-26-90 AID 44/90 Reimbursement - Several __
implementing entities 50,757
05-18-90 AID 298/90 Reimbursement - Several
implementing entities 130,000
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Date Voucher Explanation Amount

Bs

06~26-90 AID 415/90 Reimbursement CER 50,000
09-18-90 AID 743/90 Reimbursement ARADO-

PROCIPLA 64,000

09-18-90 AID 744/90 Reimbursement IBTA/Regional 54,386

Criteria:

The plans and the presenting of reimbursement claims
should be made with sufficient anticipation to enable the
sub-projects and reimbursement claims to be approved,
without delaying the commencement and progress of the

projects.

Cause:

PDAR and the PVO's do not present the plans and requests
for the disbursement of funds on a timely basis. As a
result delays occur before the approval of the projects
and disbursements are made, resulting in the
non-compliance of the operating plan. Furthermore the
approval procedures themselves are extremely time

consuming.

Effect:

The PVO's do not complete the projects in accordance with
the operating plan and furthermore, especially once the
project has commenced, extra costs may be incurred as
result of these delays.

Recommendation:

PDAR should establish a realistic time table for the
presentation of projects to enable the approval process
to be carried out without delaying the project. Clear
instructions should be implemented for the presentation
of requests for disbursements so as to limit to a minimum
delays in the disbursement of funds.
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4. Lack of Coordination Between the Various Entities to
Provide Education and Promotional Material.

Condition:

The PVO's, during the first half of 1990 did not receive
the educational and promotion equipment required to carry
out the projects on a timely basis. Examples of projects
which did not have the material are:

PVO's Subproject

ARADO "Procipla"

ASAR "Manejo ganado"

ASAR "Validacidén y transferencia de tecnologia
en conservacién de suelos"

ASAR "Mejoramiento de riego parcelario"

Criteria:

A proper timetable should be in place prior to the
commencement of the projects which establishes the
material required and the date when required so that the
material is available as needed.

Cause:

During the first half of 1990 there was a lack of proper
planning and coordination between the PVO's, PDAR and CER
(the PVO responsible for the production of educational
and promotion material) which resulted in the material
not being available when needed.

Effect:
Delays in carrying out the projects. In one case a PVO
prepared its own material, 1in contravention of the

establish procedures which require the CER prepare all
such material.

Recommendation:

PDAR should coordinate the requirements of educational
and promotional material fix priorities and establish a
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timetable to ensure that all such material is in place
when required.

5. PDAR had no_Accounting Control of the Inventories,
Costs and Budget.

Condition:

There was no integral accounting system to account for
the movement and balances of materials, supplies and
tools. Under the present system there is an overall
control account but this cannot be reconciled to the
actual use of stores and the physical inventory at a
given date.

Criteria:

All inventory movement and balances should be properly
recorded, and the accounting system must enable proper
reconciliation to be made between the accounting records
and the physical movement of the material.

Cause:

No prior planning was made for the administrative needs
to properly control the projects costs, and there was a
lack of technical expertise in designing proper systems.

Effect:

There is a lack of control over the materials and there
is no assurance that all the costs incurred are charged
to the projects. As a result there is no assurance that
the budget controls over the projects are effective.

Recommendation:

PDAR should take urgent measures to design and implement
adequate accounting systems to control inventories, costs
and budgets.
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6. Lack of Supporting Documentation for Delivery and
Reception of Material.

Condition:

There was no formal evidence of the delivery or receipt
of materials Dby the communities. The engineer authorizes
the dispatch from the stores, but only occasionally is
there any evidence that the goods are delivered to the
communities. Even in the cases that evidence exists,
this is informal because many of the signatures on the
documents are illegible.

Criteria:

The delivery of goods to the communities should Dbe
supported by written evidence that the goods are
delivered to the projects.

Cause:

The responsibility and accountability for the delivery of
the goods has never been clearly defined. Given the lack
of education of the beneficiaries the signing of forms by
the beneficiaries is not an effective control.

Effect:

There is no effective evidence that the goods have been
delivered to the projects, with the risk that these may
be used for other than project purposes.

Recommendation:

PDAR should establish procedures which clearly define the
responsibility and accountability for the delivery of
materials.

7. Cost Records not Maintained on Timely Basis

Condition:

The regords to control costs of each individual
;ub-proyect are 'not prepared at the time the cost is
incurred. Periodically, usually quarterly, an effort is
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made to prepare these records, but useful accurate
information prepared on a timely basis 1is not available
to management.

Criteria:

A proper management accounting system, which enables
information to be available to control costs, requires
that the records be prepared on a timely basis, so that
the management have the information to detected problems
and take measures when these arise.

Cause:

The absence o0f proper accounting procedures and the lack
of the use of the information prepared, results in a lack
of importance being given to these records.

Effect:

There is no proper information on the costs and the
advance of the work on each individual sub-project.

Recommendation:

PDAR should design pirocedures so that the information is
recorded when the cost is incurred and management must be
provided tre information to follow-up the program and
control the costs of the projects.

8. Disbursements not Properly Documented

Condition:

As a result of our review of documentation supporting the
accounts rendered by the private voluntary organizations
and government entities, the following matters came to

our attention:

ASAR

a) Disbursements vouchers which, at the time of our
review, included no evidence of approval by the
executive director of ASAR.
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Voucher Explanation Amount

Date No. Bs
06-19-90 29/90 Fixed fund reimbursement 299
06-22-90 31/90 Office supplies purchase 242
06-27-90 36/90 Bicycle (Phoenix) purchase 480

1,021

b) Payrolls, which, at the time of our review, included
no evidence of approval by the executive director of

ASAR.

Date Voucher Payroll Amount
12-28-89 10/89 December/89 Salaries 2,851
02-12-90 26/90 February/90 Salaries 689
06-30-90 46/90 June/90 Salaries 14,300

17,840

c) Petty cash payments, which at the time of our review,
included no evidence that the expense had been

approved.
Date Ticket No. Amount
Bs
12-22-89 8/89 191
01-05-90 9/90 292
01-31-90 18/90 238
721

d) The person responsible for the petty cash also
approved the payments and registered the operations.

e) Purchases made without obtaining the required number
of competitive bids.

Voucher Explanation Amount
Date No. Bs

06-18-920 25/90 Agrobol, Chemical Supplies (1) 106

Carried forward 106

- 0



Voucher Explanation Amount

Date No. Bs
Brought forward 106
06-18-90 26/90 Agropecuaria Copacabana,

Dimecrom (2) 60

12-26-90 5/89 Office supplies (3) 140
02-12-90 24/90 Typewriter purchase (2) 670
01-09-90 5/99 Backpack purchase (2) 540
02-19-90 31/90 Veterinary items (2) 339
1,855

Only one quotation
Only two quotations
No quotation

ARADO

a) Lack of prior authorization for travel.

b) There were no special forms for the reimbursement of
travel expenses and consequently the detail of such

expenses was included in the technical report.

c) Purchases made without obtaining the required number
of competitive bids.

Voucher Explanation Amount
Date No. Bs
01-02-90 92/90 Vehicle maintenance and
spare parts (1) 1,208
01-08-90 94/90 Vehicle spare parts (2) 390
1,598

No quotation
Of 3 gquotations only two had inventories

d) There 1s no evidence of the evaluation of the bids
obtained or reasons given why a supplier was chosen.

e) The accountant was paid Bs294.47 in excess due to a

calculation error. This amount was subsequently
repaid by the accountant.
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f) Advances were normally charged directly to expenses
rather than to an account receivable from the
employee, until such time as the accounts were
rendered.

CER-Sub project "Training support"

a) Purchases made without obtaining competitive bids.

Examples:
Date Voucher Explanation Amount
Bs
12-20-89 CD-002 Printing of training charts 840
12-20-89 CD-002 Purchase of spare parts and
tools 300
01-18-89 CD-003-A Purchase of office supplies 821
01-18-90 CD-017 Preparation of documentary
films 7,300

01-31-90 CD-034 Printing of training charts 1,250
10,511

IBTA/Regional

- The financial report of the sub project "Frutales
Tarata" for the period June 27, 1990 to September 13,
1990 did not include the actual payments made for the
purchase of materials and supplies. Only the cost of
material and supplies used were included.

Criteria:

The administration and accounting of funds, by the PVO's
should be 1in accordance with approved standards and
procedures. Compliance with these standards should be
the responsibility of the executive director of each

organization.

Cause:

PDAR did not establish the procedures to be followed by
the PVO's when administering project funds, nor for the
rendering of accounts.
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Effect:

The administration of the project funds by the PVO's may
not be in accordance with the standards established in
the overall project agreement, which could result in some
of the expenses incurred being considered questionable.

Recommendation:

PDAR should establish clear and concise procedures to
enable the PVO's to administer the projects funds in
accordance with the project agreement and the standards
established by the financing agency. The procedures
should include adequate description of: (1) disbursement
approvals, (2) payroll approvals, (3) petty cash
disbursement approvals, (4) separation of duties of
personnel involved in the handling of cash, (5)
competitive bidding requirements, (6) travel expense
authorizations and reimbursements.

Deficiencies in the Cochabamba Warehouse

Condition:

The following deficiencies were noted in the controls
over stores in the Cochabamba warehouse.

- The documentation of the use of material was not
properly filed to support the dispatch of material
from the store.

- There were no registers or pre-numbered goods
received notes to ensure that all goods received are
recorded in the inventory control records.

Criteriac:

The movement of goods received and dispatched from the
warehouse should be supported by goods received and
dispatch notes, which should be properly filed.

Cause:

The warehouse was installed without previously issuing
procedures to control the movement of inventories.
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Effect:

Errors or ommisions in the recording of the movement of
goods may not be detected. Also the dispatch of goods
may not be supported by appropriate documentation.

Recommendation:

PDAR should implement procedures to ensure that all the
inventory movements are supported by documentation, which
is properly filed.

Incorrect Preparation of Quarterly Reports

Condition:

The quarterly reports presented by PDAR include
information related to the operations of PL 480, but not
other executing agencies of the project. At June 1990
and September 1990 the information related to PL-480
funds did not agree with that included in the PL-480
records and at December 1990 the PL 480 information was

not included.

Criteria:
Procedures should established to obtain all the
information required to prepare the quarterly reports and

this information should be reconciled with that recorded
in the records of the executing agency.

Cause:

The information requirements were not properly
coordinated between PDAR and PL-480.

Effect:

The information provided by PDAR to USAID/Bolivia was
incorrect and incomplete and is therefore of little use
to USAID/Bolivia in managing the project.

Recommendation:

PDAR  should coordinate with USAID/Bolivia to clearly
define what information is required to manage the
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project, who should provide such information and then
issue written procedures to ensure that accurate

information is obtained on a timely basis.

Delays in the Construction of Dehydration Plants

Condition:

In accordance with the operating plan the construction of
the dehydration plants for forage and banana should have
begun in March and May 1990. During our visit to the
site in December 1990 we were informed that the work
commenced in November 1990.

Criteria:

The management of the sub-projects should make every
effort to commence projects in accordance with the
operating plan, and when this is not posible should
document the reasons for the delay.

Cause:

The operation plan is not realistic because of the time
required Dby the financing agency to review and approve
the sub-project.

Effect:

Delays in the completion of the sub-project. These
delays may result in the loss of agricultural production,
because production plans may be geared to the completion
of the project in accordance with the plan. 1In this case
any delay would result in the expectations of the
farmers, who replaced coca planta*ions, being unrealized.

Recommendation:

PDAR should make the operating plan on a realistic basis
so that the projects can be completed in time and there
can be proper coordination between the production and the
completion of the plant. If possible the time required
for approval procedures to be carried out should be
reduced so that the sub-projects are commenced on time.
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13

Lack of Accountability by the University of San Simon -
Cochabamba

Condition:

During May 1990 PDAR advanced Bsl128,611 to the San Simon
University in Cochabamba to promote the production Cedron
grass in order to supply a processing plant designed to
obtain oil from the grass. No accounts have been
rendered on how these funds were used. We have been
informed that the project has now been cancelled.

Criteria:

All project funds should be properly accounted for and
accounts rendered in accordance with the agreements
between PDAR and the University.

Cause:

There 1is no evidence that PDAR has taken follow-up action
to determine the proper use of these funds.

Effect:
PDAR has no information on how these funds have been used

and consequently this expense 1is considered to be
questionable. (See note 4 to the fund accountability

statement).
Recommendation:
PDAR should take action to recover these funds.

Lack of Conclusion Reports on Immediate Impact Works

Condition:

During our visit to the Chapare and the Associated High
Valleys we noted that a number of projects had been
completed, but no final reports had been prepared.

E O
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Criteria:

On the completion of each 3job a final report should be
issued evaluating the project. This report should
include a declaration from the beneficiaries that the job
has been satisfactorily completed.

Cause:

There are no standard procedures that require that final
reports are prepared.

Effect:

There is no proper evaluation of the projects to
determine if the work has been a success and identifying
problems incurred, so that errors or problems encountered
can be avoided in the future.

Recommendation:

PDAR should establish proper procedures requiring
ensuring final reports are prepared for all jobs, so that
a data bank can be formed detailing the experience
obtained on each job.

Lack of ability to capitalize on successes

Condition:

The institution has not been able to capitalize on
successes because plans cannot be easily changed in the
light of changed circumstances. For example the demand
for fish from farmers, who had built proper installations
for developing tilapias, could not be met because there
is only one small truck to cover the whole of the
Chapare. Another example is the forestry program where
again there is only one truck to deliver the plants from
three nurseries, which are in distant zones, to all the
peasant farmers who request plants.

Criteriac

Plans should be sufficiently flexible to allow PDAR to
capitalize on its successes.
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Cause:

The original projects did not contemplate the provision
of trucks and therefore these were not included in the
project. It was expected that in the case of the
forestry project, the truck would be provided from other
sources. It is hoped that the problem will be solved
when PDAR receive new trucks and the existing ones can be
used on these projects.

Effect:

The material cannot be delivered on a timely basis to the
beneficiaries and these may become disinterested and

abandon the project.
Recommedation:

PDAR should build a certain flexibility into its original
plans to allow modifications if the circumstances change.

No Evidence of Competitive Bids Being Obtained for the
Purchase of Goods

Condition:

There was no evidence in the following purchases that
competitive bids had been obtained.

Date Voucher Description Amount

| Bs
01-16-90 22/90 Purchase of doors and

windows (1) 1,880
01-16-90 23/90 Repair vehicle (1) 1,304
02-02-90 57/90 Theodolite - Wild T.1 (2) 27,810
02-02-90 58/90 Spare parts for theodo-

lite (2) 18,596
02-07-90 67/90 Engineers level (2) 6,582
02-13-90 83/90 Video camera, photogra-

phic camera, tape
recorder and video
recorder (1) 7,768

63,940
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(1)
(2)

leé

No quotations
Of three quotations only two have inventory

Criteria:

Normal circumtances require that three bids are required
for all purchases over minimum amounts. However modern
management practice favors that "preferred suppliers" be
named prior to making acquisitions. 1In this case bidding
is not required for each purchase, when these suppliers
are used, reducing delays, bureaucratic paperwork and it
allows a professional relationship to be developed with
the suppliers. However if this procedure is used the
naming of the "preferred supplier" must be properly
documented and monitoring procedures put in place to
avoid above.

Cause:

These were emergency purchases, early in the vyear, and
there was no time to obtain competitive bids.

Effect:

The purchase may not have been made in the best possible
conditions. This is also a lack of formal validity of
the project activities documentation.

Recommendation:

PDAR should 1issue written purchase procedures laying out
the procedures to be followed.

Travel Expenses not Properly Authorized

Condition:

The following travel expenses were paid without obtaining
the prior written authorization.

Examples:
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Date Voucher Name Amount

Bs
04-27-90 240 Juan Carlos Baya 120
04-27-90 240 Eduardo Ferrufino 326
04-27-90 240 Maximo Salvatierra 171
04-27-90 240 Felix Serna 171

Criteria:

All travel expenses should be authorized by the executive
director prior to their reimbursement or in his absence
by a person designated to make such approvals.

Cause:

The executive director was travelling when these expenses
were paid and there were no procedures which established
how these expenses were to be approved in these
circumstances. As a result no approval was given even
though the amounts were reimbursed.

Effect:

The travel expenses could have been incorrectly paid and
there is a lack of formal validity for these payments.

Recommendation:

PDAR should implement a procedure requiring, in alil
cases, that supporting travel expenses documentation be
reviewed and approved by the respor.sible person prior to
the reimbursement of the expense,
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CHAPARE REGIONAL DEVELOPMENT PROJECT, ACTIVITIES
MANAGED BY THE PROGRAM OF ALTERNATIVE
REGIONAL DEVELOPMENT (PDAR
USAID/BOLIVIA_PROJECT No. 511-0543
FOR THE YEAR ENJED DECEMBER 31, 1990

COMPLIANCE WITH AGREEMENT TERMS, PROJECT IMPLEMENTATION
LETTERS, AND APPLICABLE LAWS AND REGULATIONS

INDEPENDENT AUDITOR'S REPORT

We have audited the fund accountability statement of the
activities of the Chapare Regional Development Project,
USAID/Bolivia Project No. 511-0543, managed by the Program
of Alternative Regional Development (Programa de Desarrollo
Alternativo Regional - PDAR) for the year ended December
31, 1990 and have issued our report thereon dated February
15, 1991.

We conducted our audit 1in accordance with generally
accepted auditing standards and the United States
Comptroller General's "Government Auditing Standards" (1988
Revision). Those standards require that we plan and
perform the audit to obtain reasonable assurance about
whether the fund accountability statement is free of
material misstatement.

Compliance with agreement terms, project implementation
letters and laws and requlations applicable to this portion
of the Chapare Regional Development Project is the
responsibility of the Program of Alternative Regional
Development's management. As part of obtaining reasonable
assurance about whether the fund accountability sta‘ement
is free of material misstatement, we performed tests of
compliance with certain provisions of laws, regulations,
and agreement terms. However, our objective was not to
provide an opinion on overall compliance with such terms
and provisions.

Material instances of noncompliance are failures to follow
requirements, or violations of prohibitions, contained in
statutes, regulations, contracts, or grants that cause us
to conclude that the aggregation of the misstatements
resulting from those failures or violations is material
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to the financial statements. The results of our tests of
compliance disclosed the following material instances of
noncompliance, the effects of which have been corrected
in- Program of Alternative Regional Development 1990 fund
accountability statement.

As described in the following pages and in the follow-up
of previous vyear recommendations, Appendix I to this
report, the Program of Alternative Regional Development
(PDAR) did not comply with the legal requirement to
withhold the transaction tax on payments for services to
individuals, and to obtain written permission not to
identify and mark the vehicles acquired with A.I.D.
funding, because of security considerations.

We considered these material instances of noncompliance
in forming our opinion on whether the Program ot
Alternative Regional Development's 1990 furd
accountability statement 1is presented fairly, in a1l
material respects, in conformity with generally accepted
accounting principles, and this report does not affect
our report dated February 15, 1991 on this fund
accountability statement.

Except for the noncompliance mentioned in the fifth
paragraph, the results of our tests of compliance
indicate that, with respect to items tested, the Program
of Alternative Regional Development complied in all
material respects with the terms and provisions referred
to in the third paragraph of this report. With respect
to items not tested, nothing came t» our attention that
caused us to believe that the Program of Alternative
Regional Development had not complied, 1in all material
respects, with those terms and provisions.

This report is intended solely for the information of the
management of the Program of Alternative Regional
Development and the uU.s. Agency for International
Development. This restriction is not intended to limit
the distribution of this report which, upon acceptance by
the Office of the Inspector General, is a matter of
public record.

February 15, 1991
/‘ \‘i
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La Paz
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Casilla No. 590
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Price Waterhouse

Santa Cruz
Teléfono 339814
Casilla No. 568

Moreno Murnioz M

CHAPARE REGIONAL DEVELOPMENT PROJECT, ACTIVITIES
MANAGED BY THE PROGRAM OF ALTERNATIVE
REGIONAL DEVELOPMENT (PDAR)
USAID/BOLIVIA PROJECT No. 511-0543
FOR THE YEAR ENDED DECEMBER 31, 1990

REPORT ON COMPLIANCE WITH AGREEMENT TERMS,
PROJECT IMPLEMENTATION LETTERS, AND APPLICABLE LAWS
AND REGULATIONS

FINDINGS

Transaction Tax not Retained from Payments for Services
to Individuals

Condition:

Cases were noted where PDAR did not retain transaction
tax from payment to casual employees.

Examples:

Date Voucher Description Amount
Bs

2-02-90 AID 60/90 Payments to casual workers
for community work - Chapare 6,723
2-19-90 AID 091/90 Payments to casual workers

in nursery 2,869
9-10-90 AID 715/90 Payments to casual building
workers - Mizque 2,241

Criteria:

The PDAR should comply with the tax laws which require
that payments to casual workers are subject to both
complementary value added tax (10%) and transaction tax
(2%). The organization only withheld complementary
value added tax.
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Cause:
We were informed by PDAR employees that the withholding

was not made Dbecause such withholding are a charge for
the laborers who have low incomes.

Effect:

?DAR did-no§ gomply with the tax laws, which could result
in tax liabilities for the organization.

Recommendation:

PDAR shguld establish procedures to ensure tax is
withhold in accordance with the tax law.
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CHAPARE REGIONAL DEVELOPMENT PROJECT, ACTIVITIES
MANAGED BY THE PROGRAM OF ALTERNATIVE
REGIONAL DEVELOPMENT (PDAR)
USAID/BOLIVIA PROJECT No. 511-0543
FOR THE YEAR ENDED DECEMBER 31, 1990

LIST OF REPORT RECOMMENDATIONS

REPORT ON INTERNAL CONTROL STRUCTURE

Recommendation 1:

PDAR should improve procedures so that the planning and
approval of sub-projects is made on a timely basis.
Consequently the disbursements will be made for the
sub-project to be commenced in accordance with the
operating plan.

Recommendation 2:

PDAR should issue rules and procedures that require that
proper records to control the use of the assets assigned
to the sub-projects are in place prior to the
commencement of the sub-project.

Recommendation 3:

PDAR should establish a realistic time table for the
presentation of projects to enable the approval process
to be carried out without delaying the project. Clear
instructions should be implemented for the presentation
of requests for disbursements so as to limit to a minimum
delays in the disbursement of funds.

Recommendation 4:
PDAR should coordinate the requirements of educa?ional
and promotional material fix priorities and establish a

timetable to ensure that all such material is in place
when required.
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Recommendation 5:

PDAR should take urgent measures to design and implement
adequate accounting systems to control inventories, costs

and budgets.
Recommendation 6:

PDAR shguld.establish procedures which clearly define the
responsibility and accountability for the delivery of
materials.

Recommendation 7:

PDAR should design procedures so that the information is
recorded when the cost is incurred and management must be
provided to use the information to follow-up the program
and control the costs of the projects.

Recommendation 8:

PDAR should establish clear and concise procedures to
enable the PVO's to administer the projects funds in
accordance with the project agreement and the standards
established by the financing agency. The procedures
should include adequate description of: (1) disbursement
approvals, (2) payroll approvals, (3) petty cash
disbursement approvals, (4) separation of duties of
personnel involved in the handling of cash, (5)
competitive bidding requirements, (6) travel expense
authorizations and reimbursements.

Recommendation 9:

?DAR should implement procedures to ensure that all the
inventory movements are supported by documentation, which
is properly filed.

Recommendation 10:

PDAR  should coordinate with USAID/Bolivia to clearly
define what information is required to manage the
project, who should provide such information and then
issue written procedures to ensure that accurate
information is obtained on a timely basis.
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Recommendation 11:

PDAR should make the operating plan on a realistic basis
so that the projects can be completed in time and there
can be proper coordination between the production and the
completion of the plant. If posible the time required
for approval procedures to be carried out should be
reduced so that the sub-projects are carried out in time.

Recommendation 12:

PDAR should take action to recover these fund.

Recommendation 13:
PDAR _shoulq establish proper procedures requiring and
ensuring final reports are prepared for all jobs so that

a data bank can be formed detailing the experience
obtained on each job.

Recommendation 14:

PDAR should build a certain flexibility into its original
plans to allow modifications if the circumstances change.

Recommendation 15:

PDAR should issue written purchase procedures laying at
the procedures to be followed.

Recommendation 16:

PDAR should implement a procedure requiring, in all
cases, that supporting travel expenses documentation be
reviewed and approved by the responsible person prior to
the reimbursement of the expense.
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COMPLIANCE WITH AGREEMENTS TERMS, PROJECT IMPLEMENTATION
LETTERS, AND APPLICABLE LAWS AND REGULATIONS

Recommendation:

PDAR should make the tax withholding in accordance with
the tax law.
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APPENDIX I

AUDIT OF THE
CHAPARE REGIONAL DEVELOPMENT PROJECT, ACTIVITIES
MANAGED BY THE PROGRAM OF ALTERNATIVE
REGIONAL DEVELOPMENT (PDAR)
USAID/BOLIVIA PROJECT No. 511-0543
FOR THE YEAR ENDED DECEMBER 31, 1990

FOLLOW-UP OF PREVIOUS YEAR RECOMMENDATIONS

We were engaged to perform a financial audit of the fund
accountability statement of the Chapare Regional
Development Project, activities managed by the Program of
Alternative Regional Development (PDAR), for the year
ended December 31, 1990. The scope of our work included
a follow-up on the recommendations to improve the
Internal Control Structure and Compliance with Agreement
Terms, Project implementation Letters, and Applicable
Laws and Regulations presented by us in our report dated
November 30, 1990 on the project, covering the period
January 1, 1989 through December 31, 1989 and to review
what actions were subsequently taken by PDAR and/or
USAID/Bolivia to provide adequate documentation and
settle the questionable costs of Bs32,432 identified in
such audit report.

The following is a summary of our follow-up work:

A. Recommendations to Improve Internal Control Structure

Our previous year recommendations highlighted the
following:

1. PDAR's accounting system was incomplete to produce
timely accounting information and to properly record
the future operations of the unit.

Previous Recommendation

PDAR, in coordination with USAID/Bolivia should evaluate
and redesign its accounting system with the object of
improving it and making it compatible with the legal
requirements of the Bolivian Government and also allows
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for the preparation of the information required by
UsAID/Bolivia and which 1is meaningful for management in

the future.

2. PDAR did not have proper procedures manuals

Previous Recommendation

PDAR should redesign and implement these procedures
manuals, as applicable.

3. Lack of Inventories Control (material and supplies)

Previous Recommendation

PDAR should redesign its control system over the
materials and supplies held by the unit and the private
entities carrying out sub-projects.

4, PDAR did not Always Hire Personnel in Accordance with
USAID/Bolivia Recommended Procedures

Previous Recommendation

The PDAR should permanently supervise the application of
contracting procedures as required by the terms of the
agreement so as to document the procedures used and avoid
similar cases in the future.

5. Inadequate Determination and Control Over the Costs of
the Immediate Impact Sub-projects

Previous Recommendation

PDAR should design and implement effective accounting and
management information systems for project activities.
These systems must provide reliable and timely
information on the sub-projects.

6. The Operating Plan was Only Partially Implemented

Previous Recommendation

PDAR's management in coordination with USAID/Bolivia
should ensure that all human resources are provided for
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in a timely manner in accordance with the requirements
outlined in the annuval operating plan.

Implementation Status of Previous Recommendations:

1. At the date of our report the chart of accounts has
been implemented. However the general 1ledger cards
still contain no information on specific budgeted line
items.

2. The recommendation has not been implemented.

3. Except for the lack of subsidiary records to control
the value of each type of material in the inventory
and the absence of physical inventories, measures have
been adopted by the entity to implement the
recommendation. (See finding No. 5 1Internal Control
Structure section of this report).

4. No additional cases were noted.

5. The recommendation has been implemented except for the
non-issuing of conclusion reports (See finding No. 13
Internal Control Structure section of this report).

6 Only 45% of 1990 operating plan was implemented based
on the project implementation letters.

Implementation of specific sub-projects which were
approved during 1990 were as follows:

- Sub-projects financed with special account funds of
USAID/Bolivia 47%.

- Sub-projects financed with funds of PL-480 66%.

B Recommendations to Comply With Agreement Terms,
Project Implementation Letters, and Applicable Laws
and Regulations

Our previous year recommendations higlighted the

following:
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1 There was Noncompliance with some Social Security
Regulations on the Registration of PDAR's employees

Previous Recommendation

PDAR should clearly define the situation and affiliate
its employees in the Social Security System in order to
comply with the law.

2. Lack of Identification and Marking of Goods

Previous Recommendation

PDAR should:

a) implement a procedure to ensure that all goods
financed by A.I.D. are marked with the A.I.D. emblem
in accordance with the provisions of the agreement.

b) Mark with the A.I.D. emblem all assets acquired with
A.I.D. funds and currently held by PDAR.

implementation Status of Previous Recommendations:

1. Measures have been taken in 1991 to register employees
in the Social Security System.

2. All goods financed by A.I.D. have been marked except
vehicles. To date no specific excemption has been
obtained for vehicles.

C DISPOSITION OF QUESTIONABLE COSTS FOR Bs32,432
IDENTIFIED IN OUR PREVIOUS YEAR REPORT

Questionable costs were classified in the following cost
categories:

Bs

Construction 20,649
Operating costs 11,783

32,432
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The above costs were questioned because PDAR has carried
out purchases without quotations (Bsl18,632), has incurred
in excess of costs over the budget for a sub-project
(Bs2,017), and has paid salaries and social benefits to
PDAR employees without approval by USAID/Bolivia
(Bsll,783).

PDAR  has forwarded to USAID/Bolivia explications for
these expenses. USAI/Bolivia is awaiting direction from
RIG/AT to determine whether these explications are
acceptable and if not what action to take.
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