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AGENCY FOR INTERNATIONAL DEVELOPMENT 
OFFICE OF THE REGIONAL INSPECTOR GENERAL 

SAN SALVADOR, EL SALVADOR 

MEMORANDUM FOR USAID/ColombIa DIrector, Carl A Clra, Jr 

Ar::.- f/ ~ fi~ 
FROM RIG/A/San Salvador, TImothy E Cox <c J 

Unit 3110 
APO AA 34023 

Telephone 298 1666 
FAX (503) 228 5459 

March 26, 1999 

SUBJECT Preaward Aurut of Government of ColombIa Office for NatIonal AlternatIve 
Development (PLANTE) (Report No 1-514-99-006-P) 

ThIs memorandum IS our report on the subject aurut In finahzmg the report, we conSIdered your 
comments on the draft report Your comments are mc1uded m Appenrux II 

ThIs report contams three recommendatIOns for your actIOn Based on the mformatIon proVIded by 
the MISSIOn, a management deCISIon has been reached on these recommendatIons A determmatIOn 
of final actIon for these recommendatIons Will be made by the Office of Management Plannmg and 
InnovatIOn (M/MPIfMIC) when planned correctIve actIons are completed 

I appreCIate the cooperatIon and courtesy extended to my staff durmg the audIt 

Background 

USAID/Colombia on September 18, 1998, approved a new project (514-9003) whIch proVIded 
$500,000 (not yet rusbursed) to the Government of ColombIa Office for NatIonal AlternatIve 
Development (PLANTE) to plan, coordmate, and Implement pohcles and programs deSIgned to 
proVIde ColombIan farmers mvolved m the IllICIt cultIvatIOn of coca and poppy WIth alternatIve 
sources of mcome PLANTE has been charged by Colombia's new preSIdential admmIstratIon WIth 
developmg a natIonal VISIon and strategy for the ehmmatIon of coca and poppy cultIvatIon through 
the development of econOmIC alternatIves for farmers engaged m IlhCIt actIVItIes 

USAID/Colombia expects to receIve an addItIOnal $5 mIllIon m fiscal year 1999 for alternatIve 
development-ofwillch most, If not all, WIll go to PLANTE For fiscal years 2000 and 20Ot, It IS 
pOSSIble that PLANTE WIll receIve an addItIonal $5 mIllIon or more each year Nevertheless, the 
DIrector of PLANTE requested an ImtIal audIt to answer concerns about the organIZatIon's 
capabIhty to correctly handle USAID funds The USAID/Colombia DIrector agreed but found no 
VIable, short-term solutIon to accomphsillng an aurut locally Consequently gIven tills 
CIrcumstance as well as the SIze and Importance of the program, USAID/ColombIa requested the 
Office of RegIOnal Inspector General/San Salvador to conduct thIs preaward audIt 
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Audit Objective 

The purpose of thIs preaward audIt IS to determme If PLANTE has the capacIty to manage the 
award m accordance WIth U S government and USAID reqUIrements SpecIfically, thIs preaward 
aucht IS mtended to answer the followmg audIt objective 

Does the Government of ColombIa Office for National AlternatIve Development 
(PLANTE) have suffiCIent mstItutIonal capaCIty to manage projects m accordance 
WIth U S government and USAID requIrements? 

Our audIt entaIled the reVIew of seven areas-accountmg system, mternal controls, proposed project 
costs, management capabIlIty, financIal capabIlIty, complIance With applIcable laws, regulatIOns 
and agreement terms, and pnor aucht recommendatIOns AppendIX I descnbes the aucht's scope and 
methodology 

AudIt FIndIngs 

Does the Government of Colombia Office for NatIOnal AlternatIve Development (PLANTE) 
have suffiCient mstItutIonal capacity to manage projects m accordance With U S government 
and USAID reqUirements? 

The Government of ColombIa Office for NatIonal Alternative Development (PLANTE) does have 
suffiCIent mstItutIonal capaCIty to manage projects m accordance WIth U S government and 
USAID reqUIrements We dId Identify several specIfic aspects that need to be addressed by the 
MISSIOn These Items are dIscussed m detaIl m the followmg sectIOn WIth our specIfic 
recommendations 

AccountIn2 System and Internal Controls 

PLANTE has an acceptable accountmg system that IS capable of segregatmg costs to dIstmguish 
USAID revenues and costs Accountmg system entnes are up-to-date Bank: accounts are 
reconcIled With the bank ledger as well as With bank statements on a tImely basIS PLANTE also 
has controls for SIgnature use on bank accounts However, at the tIme of our audIt, PLANTE had 
not yet establIshed a dIstmct bank: account for the soon-to-be-disbursed USAID funds-an Important 
prereqUIsIte 

Internal controls are acceptable for procurement, chsbursements, and property management A 
contractIng manual IS aVaIlable as well as speCIfic PLANTE office procedures For example, 
PLANTE's dIsbursement files showed that controls were m place for the JustIficatIon, approval, and 
documentary support of dtsbursements Controls were also m place for the warehouse WIth 
mdiVIdual mventory cards and a monthly valuatIon report Controls for the dtsposal of 
commodItIes and eqUIpment have not yet been addressed because the orgamzatIon IS young and has 
not yet addressed thIs Issue However, PLANTE has models from other Government of ColombIa 
agenCIes to follow 
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In regard to personnel, travel, obtammg techrucal assIstance, and sub agreements, PLANTE has 
acceptable systems of control For example, travel pohcles are m place as well as the approval, 
reVIew, and hqwdatIOn of travel vouchers In addItIOn, PLANTE already has an acceptable system 
of establIshIng sub agreements WIth mumcipahtIes WIth detaIled condItIons elaborated 

RecommendatIOn No 1 We recommend that USAID/Coiombla reqUIre the 
Government of ColombIa Office for NatIOnal AlternatIve Development (PLANTE) to 
establIsh a dlstmct bank account for USAID grant funds 

Proposed Project Costs 

At the tIme of our audIt, neIther PLANTE nor the MISSIon had developed suffiCIently detaIled cost 
estImates for the current $500,000 grant, whIch IS composed of two lme Items $375,000 for 
technIcal asSIstance and $125,000 for a program manager The MISSIon has detaIled support for the 
program manager pOSItIon However, neIther the MISSIOn nor PLANTE has any detaIl for the 
$375,000 for techrucal asSIstance PLANTE has some plans for procurmg a computer system, but 
thIs lacked any quantIficatIon of costs SImIlarly, PLANTE does not have speCIfic plans for 
fulfillmg Its $500,000 cost sharmg reqwrement 

RecommendatIOn No 2 We recommend that USAlD/Colombla, m conjunctIon wIth 
the Government of Colombia Office for NatIOnal Alternative Development 
(PLANTE), develop more detaIled cost estImates for both the USAID grant and Its 
cost sharing portion 

Management and FmancIaI CapabIlity 

Because no funds have yet been dIsbursed, PLANTE has not hIred staff for thIs project Even so, 
PLANTE does not anticipate SIgnIficant changes to Its orgamzatIOnal structure other than hIrmg the 
reqwslte staff PLANTE has mItIally estImated that staffing reqUIrements WIll be SImIlar to the 
large-scale program for Its current loan (expected to total $90 mIlhon) from the Inter-Amencan 
Development Bank For technIcal staff asSIgned to the Inter-Amencan Development Bank 
program, PLANTE has prepared speCIfic terms of reference for personnel contracts as well as 
detaIled Job descnptIons GIVen the very early stages of the USAID program, we can not yet 
conclude If future staffing levels WIll be suffiCient m terms of numbers, expenence, responsIbllItIes, 
workload, and/or expertIse Based on current reportmg for the Inter-Amencan Development Bank, 
PLANTE does have the capaCIty to prepare finanCIal and performance reports 

ComplIance WIth Laws, Regulations, and Agreement Terms 

The current $500,000 and the expected $5 rmlhon grant agreements mclude numerous standard 
proVISIons Our analYSIS of these prOVISIons noted three aspects that needed correctIon FIrst, the 
current hrmted scope grant agreement mcludes a proVISIon for audIts Tills proVISIon allows 
PLANTE the optIOn of havmg the Supreme AudIt InstitutIOn of Colombia perform the annual 
finanCial audIt However, the Supreme AudIt InstitutIOn of Colombia has not been certIfied by the 
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RegIOnal Inspector General Office to audIt USAID funds and, thus, IS mehgIble Second, the 
current lumted scope grant agreement for $500,000 has no prOVISIons delmeatmg PLANTE's 
specIfic requrrements for eIther financial or performance reportmg Thrrd, although the MIssIon 
mtends to use advances to fund tlus grant, there IS no proVISIon m the hmited scope grant agreement 
allowmg for It nor explammg PLANTE's responsIbIhtIes under a system of advances 

RecommendatIOn No 3 We recommend that USAID/Coiombla (a) amend Its current 
booted scope grant agreement to delete the Supreme Audit Institution of ColombIa as 
an acceptable entIty for auditIng USAID funds, (b) add specIfic financIal and 
reportmg reqUirements, and (c) Incorporate provIsions for managIng advances which 
also explam Government of Colombia Office for National Alternative Development 
(PLANTE's) responsibilItIes 

PrIor AudIt Recommendations 

PLANTE has had a pnor finanCial audIt whlch was an audIt for 1997 prepared by the Supreme 
AudIt InstItutIOn of the Government of ColombIa on behalf of the Inter-Amencan Development 
Bank The audIt report dId not have audIt recommendatIOns 

Other Issues 

In addItIon to the above Issues, we IdentIfied other findmgs wmch were not sIgmficant to the audIt 
objectives and, thus, are not reported m tlus audIt report These findmgs were commumcated to 
USAID/ColombIa by a separate memorandum dated March 26, 1999 

Management Comments and Our EvaluatIOn 

USAID/ColombIa agreed WIth the three audIt recommendatIOns, has taken ImtIal steps to 
Implement the recommendatIOns, does not foresee any problems m fully Implementmg the 
recommendatIons, and expects to complete final actIOns for all the recommendations witlun three to 
SIX months Based on USAID/ColombIa's response, a management declSlon has been reached for 
all three recommendations 
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Scope 

SCOPE AND 
METHODOLOGY 

AppendIX I 
Page 1 of2 

The Office of the RegIOnal Inspector General/San Salvador conducted a preaward audIt of the 
Government of ColombIa Office for NatIonal AlternatIve Development (PLANTE) at the request of 
the USAID/ColombIa mISSIon In accordance WIth generally accepted government audItIng 
standards The audIt was conducted at both USAID/ColombIa and PLANTE from March 2, 1999 
through March 12, 1999 The fieldwork Included VISItS to the PLANTE headquarters In Bogota, 
but not to any of Its regIOnal offices 

ThIs preaward audIt dId not assess the accuracy or usefulness of performance reports prevIOusly 
Issued by PLANTE to other donors Nor dId we assess PLANTE's past performance for other 
donors such as the attaInment of program goals However, we dId assess whether PLANTE has the 
capacIty to produce performance reports and finanCIal reports In addItIon, gIven the very early 
stages of the USAID program, we could not yet conclude If future staffing levels WIll be suffiCIent 
In terms of numbers, expenence, responsIbIlItIes, workload, and/or expertIse SImIlarly, we could 
not determme If fInanCIng sources were gOIng to be suffiCIent to ensure a proper ImplementatIOn of 
the project Consequently, thIs audIt report can not be used as a basIS to gIVe assurance that 
PLANTE has the capaCIty from a performance perspectIve to attaIn project goals 

Methodology 

The purpose of thIs preaward audIt was to determIne If PLANTE had the capaCIty to manage the 
award In accordance WIth U S government and USAID reqUIrements Our audIt entaIled the 
reVIew of seven areas-accountIng system, Internal controls, proposed project costs, management 
capabIlIty, finanCIal capabIlIty, complIance WIth applIcable laws, regulatIOns and agreement terms, 
and pnor audIt recommendatIons SpeCIfically, the audIt objectIve was to determIne If PLANTE 
had suffiCIent InstItutIOnal capaCIty to manage projects In accordance WIth US government and 
USAID reqUIrements 
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AppendIX I 
Page 2 of2 

In answenng tIns audIt obJectIve, we mtervIewed officIals as well as revIewed and tested 
documentatIOn at both USAlD/Colombia and PLANTE Such documentatIOn mc1uded 
organIZatIOn charts, staffing patterns, accountIng records, financIal statements, current and proposed 
grant agreements and therr standard prOVISIons, and admmtstrattve manuals for functIOns mcludmg 
accountmg, personnel, purchasmg, techmcal assIstance, and travel In regard to the current and 
proposed future grant agreements, we analyzed the standard proVIsIons to determme wInch of these 
could have a matenal effect on PLANTE's ablhty to manage the project We also assessed the 
applIcable mtemal control systems of PLANTE m several functIons, partIcularly ItS accountmg 
system Because PLANTE has not prepared any finanCIal or performance reports for USAID, we 
reVIewed financIal and performance reportmg that PLANTE submItted to the Inter-Amencan 
Development Bank as well as a pnor audIt report for the Inter-Amencan Development Bank 

In regard to mtemal controls, we reVIewed and obtamed an understandmg of PLANTE's mtemal 
controls GIven the absence of actual USAID-funded transactIOns and events, our assessment was 
lImIted to reVIeWIng current controls and assessmg therr applIcabIltty to the proposed 
USAID-funded project The management of PLANTE IS responsIble for establIshmg and 
mamtammg an mtemal control structure In fulfillmg thts responsIbIlIty, estunates and Judgements 
by management are reqUIred to assess the expected benefits and related costs of mtemal control 
structure polICIes and procedures 

The objectives of an mtemal control structure are to proVIde management WIth reasonable, but not 
absolute, assurance that assets are safeguarded agamst loss from unauthonzed use or dIspOSItion 
and that transactIons are recorded properly In addItion, management Implements controls to 
reasonably ensure that a program can meet ItS obJectives, valId and reasonable data are obtamed, 
mamtamed, and farrly dIsclosed m reports, and resource use IS conSIstent WIth laws and regulatIOns 
Because of mherent llIDltatIOns m any mtemal control structure, noncomplIance or abuse may 
nevertheless occur and not be detected Also, projectIons of any reVIew of the mtemal control 
structure to future penods IS subject to the nsk that procedures may become madequate because of 
changes m condItions or that the effectIveness of the deSIgn and operatIOn of polICIes and 
procedures may detenorate 
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MEMORANDUM March 23, 1999 

TO TDXlothyE Cox, RIG/AlSan Salvador 

FROM 

SUBJECl' 

II 

j M rearl A. C1I'B, Ir , MIsSIon D1rector, 
(jU v USAlD/Colombta 

Ptlt-award Audrt of Govemment ofcolombta 
Office ofNattonal Altemattve Development 
(PLANTE) - USAlD/Colombll Response to !>taft 
Report 

USAlD/Colomhla greatly appreciates the assistance of RIG San Salvador in perfunrung a 
pre award audit of Plante The purpose oflhe pre award audit was to detemnne If 
PLANTE has the CapllClty to manage an award In accordance Wlth U S govcnunent and 
USAID requuements 

The draft report of the aueht makes three recommendahons 

1) that USAID/Colombla rcqwre the Govcmment of ColombIa Office for National 
Altemanve ~c]opmcnt (pLANTE) to estabbsh a mstmct baok account for USAID 
grant funds 

2) that USAID/C"olombla, m COI\!unChon With the Government ofColombJa Office for 
Nauonal AltematlVe Development (PLANTE), develop more detalled cost eatJ.mates 
for both the USAlD grant and Its coat-shanng port1on. 

3) that USAID/CoJombta amend Its cumnt hmrtcd scope grant 8gm1mcmt to delete the 
Supreme Audit J:nstrtutlon of Colombia as an acceptable cnttty for auditmg USAID 
funds, add apecrlic finanClal and tcport1ng requuements, and mcorpoxate pt'OVISIOns 
for managmg advances 

As discussed WIth RIG auditor, Lloyd Miller. USAID/Colombll agrees Wlth these 
recommcndabons and has taken IDlUal steps to unplement the recommendations by 
sendmg a letter to the PLAN'I'E D1rector outhnmg these rcqwremcnts USAID/Colombla 
docs not foresee any problems In DXlplementUlg to full completion these 
tccommendatlons and WIll proVIde substantive proofto the Office of Management 
PlaImmg and Innovation (MIMPIIMIC) Wlt1un three months, and no later than SIX 

months, that these recomnllmdatlOns have been unplemented and planned correct1vo 
actions are completed lfthcre are any problems In the unpJemcntatton ofthe5e 
recommendatiOns USAID/Colombla will notify RIG San Salvador unmcdlately 

AppendIX II 
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Steps TakeJl to Date 
With respect to the first recommendatlon, PLANTE IS aW8l"e that It must estabhsh a 
separate and dtstJnct bank: account for USAID grant funds Once the account IS 
estabhshed, USAID/Colomma will. Include a copy of the account m Its final report. 

RegardIng the second rccommendatton, USAIO/Colombia and Plante are CUl'J"CIltly 
developmg more detalled cost estimates for the USAID grant and the cost-shanng portion 
of the grant. Agam, once we have these detalls wntten and approved, we will mclude 
tins In the final report. 

Fmally, once we have amended the IlDllted scope grant agreement to delete the Supreme 
Audit Instltuaon of ColombIa, we Will mclude the amendment In our final report 

Agam, USAIP/Colombm apprcclatel; the RIG's asSIstance and tune m perfomnng thIs 
pre-award audtt. 
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