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EXECUTIVE SUMMARY
 

I. Introduction
 

The purpose of the assignment in Cape Verde was to assist USAID-


Praia with a review of the P.L. 480, Section 206 Program's
 

financial management and reporting systems used by COCV agencies
 

in implementing the Watershed Development Project. Proceeds from
 

the sale of P.L. 480 commodities are used to pay salaries and to
 

purchase local materials and fuel used at the project sites.
 

11. Principal Agencies and their Responsibility
 

The agencies involved with project implementation include Empresa 

Publica de Abastecimento (EMPA), The Ministry of Rural 

Develupment and Fisheries (MDRP), and the National Development 

Furnd (NDF ). 

P.1.. 48) (ommodit ies shipped from the U.S. are consigned to EMPA, 

a Lar,,e parastatal import-export agency, tkat is responsible for 

the receI ion storage, and sale of the P.L. 480 commodities. 
Gross salps proceeds, (less the cost for storage, transportation, 

handlingi , And silo depreciation), are deposited by EMPA into the 

National Development Fund. The National Development Fund is 
1
responsib e for maintaining separate accounting for the P.L. 480 

gp.nerated local currency and upon receipt of approved vouchers 

frum MI)RP transfers funds to MDRP's account to cover project 

cxpenses. DIDRP is the implementing agency for the soil and water 
conservation works under the project. MDRP prepares vouchers at 

the end of each month for salary payments and materials purchased 
tor submission to the Ministry of Finance. 

III. Summary of Findings
 

a. Reporting
 

The principal problem identified with the project is that the
 

reporting system has not been functioning as it was intended. If
 

the reporting system had been functioning, many of the problems
 

encountered, such as deficit funding of the project and the
 
payment of customs duties, could have been addressed soon after
 
they occurred. Following a review of the current financial
 
management system and procedures used by the GOCV implementing
 
agencies, the deficiency in reporting appears to result from a
 
variety of factors described as follows:
 

First, the agencies involved in the WDP implementation 

operate di fferently from the way the financial management system 
was designed to operate, both in terms of the project paper and 

the TA. These differences resulted in a situation where much of 
the information required by the TA was not generated by the 

respective accounting systems. 
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Second, from meetings with implementing agencies, it appears
 
that the contents of the TA were never effectively communicated
 
to those in charge of day-to-day operations.
 

h. Determination of Sales Proceeds
 

The TA states that NI)F revenues from the sales of commodities to 
EMPA equal I F>IPA's sales price to wholesale and consumers net of 
defined allowable charges. Problems that have arisen since 1984 
are the fol lowing: 

1) Speci fi charges have not been renegotiated since 1984. 
2) Allowable charges were stated in the TA for corn only. 

Since 1984, three ,t.er commodit: ies have been sold wit i different 
structures Qf charges. As a result, expected revenues from P.L. 
480 comnodity sa les have been inter For tu ual revenues. 

c. Account ing for Local Currency
 

At the >OF the NI)V maintains the local currency account for P.L. 
480 revenues. Th.,. investments Division makes disbursements from 
this account, maintoLa ning records by on a project (i.e., multi
donor basis.) Neither division maintains a simple accounting of 
both P. 1,. 49-) revenues ind disbursements and therefore neither 
reports tu l AID on UPe p.t iodic status of the P.L. 480 account 
as r;ul red by the TA. Fn addition, there is the issue of late 
payment to wo kers where the major delay appears to be in the 
M10 F. 

d. Expenditure of Local Currency
 

The accounting for the expenditure of local currency by MDRP is
 
sound. However, it could be improved upon in the areas of
 
budgeting, budget control, record keeping and filing.
 

IV. Recommendations
 

EM PA 

1) USAII) should consider recognizing the point of monetization
 
with EMPA's receipt of commodities. The TA should be amended to
 
state following EMPA's receipt of commodities they then belong to
 
EMPA.
 

2) EMPA should )e required to report to USAID annually on three
 
items.
 

a) A detailed breakdown of charges for the up-coming year.
 
b) Proposed sales price for commodities.
 
c) A statement concerning the disposition of funds retained
 
for silo depreciation.
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3) The TA should be amended to allow for annual review and
 
approval of the above reports.
 

NDF
 

1) The journal to account for P.L. 480 revenues and expenditures
 
proposed in this report should be implemented immediately.
 

2) The Investments Division of MOe' should participate in the
 
Inter-Agencv Council meetings.
 

3) Payment procedures must be simplified.
 

MDRP
 

1) Estimating funds available for budgeting purposes should be
 
based on expected revenues.
 

2) Salary pavments and payments made to day laborers should be 
control led v is-a--vis the approved budget similar to the system
 
used for materi als pirchases. 

3) The Heoad of Administration, (to be hired soon) should be
 
trained to p)repare financial reports on the projects computer to 
ensure r'porting continuitv after the U.S. technical team is 
ga n e. 

4) Summary sheets prepared for DCCSFER's request for funds should 
provide a sub-total USAIP financed projects and a sub-total for 
the remaining projects which are financed by other donors. This 
would permit MOF to clearly identify [JSAiI) funds. 

5) The watershed coordinator in Tarrafal should not group the
 
expendi tures for his watersheds all under Tarrafal.
 

6) For filing, the request for material should be attached to the
 
suppliers' invoice and filed along with the corresponding
 
receiv mng report
 

7) Copies of both the request for material and receiving reports 
should be forwarded to MOF along with the rest of the supporting 
documenLtat ion. 

8) A complted copy of the analysis of WDP expenditures currently 
prepared on lotus should be forwarded to MOF. 

GOCV
 

1) Sales prices for commodities need to be updated on a yearly
 

basis to take into account current world market prices.
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The Sahel Regional Financial Management Project
 
Financial Management/ Reporting Systems Review
 

P.L. 	480, Section 20o Program
 
Cape Verde
 

February 17- April 28, 1988
 

I. Purpose of Assignment
 

The purpose of the assignment in Cape Verde was to assist USAID-
Praia with a review of the P.L. 480, Section 206 Program's 
financial management: and reporLing Systems used by GOCV agencies 
in impl enilgti the Watershed )evelopment Project. These agencies 
include Fmprpsa :ublica de Ahastecimento (EMPA), The Ministry of 
Rural DevelI opt ient ind Fi ;huries (MDRP), and the National 
Deve1opm o t Funi d (NJF). 

Fol inwin, a review of relevant project documents and files, 
consulLta inS Wi th Mr. Thomas Luche, Representative AID-Praia, 

Mr. Walt Rockwood, Rb'FPO, and Mr. Jose (;oncalves, Project 
Manaiemenl Assistari for the Watershed Development Project 
(WDP), a more specific scope of work was developed for each 
agenc v with particular eNphas is on the following: 

1) EMPA - Conduct an in-depth review of the financial management 
system and procedures used by EMPA for the reception, storage, 
and sale of donated P.C. 480 commodities, including the 
fo 11 ow i ng : 

- Procedures fur disbursement of local currency to the NI)F. 
- System 	for calculating charges applied for
 

handling, storage, distribution, depreciation, and
 
indi rect 	cost.
 

- Use of 	 fund:-; generated from silo depreciation charges on 
donat ed P.I. 480 corn. 

2) NDF - Review Nlt's system and procedures for the maintenance 
of separate lIedgrs used to ensure the accountability of the 
local cur re cv deposits to the fund. 

3) MDIRP - R,'view ."I)RP's l)roject accounting system and procedures 
used for rvu ptrt.i , payments and purchased forus-alarv materials 
the 15 Atpinhlieds l inanced by P.L. 480 local currern y funds. 

4) Review and nsses the current financial management system used 
by (nOcv a,.ncit es Ior the impilementation of the WDP and make 
speci I i t trc mmn odat for ilmprov emielnt.ions 	 its 


5) Review the reporting procedures for each agency with the
 

intenL tf developing a more effective reporring system. 
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6) Visit MOAVE, a Mindelo based wheat mill, to review its
 
handling of a 1986 shipment of 4,972 MT of whea. including:
 

- Reviewing MOAVE's cost/margins for milling, distribution, 
afnd s a Ie. 

- Determining the amount (if any) paid in customs duties. 
- Inquiring about the disposition of tne bran resulting from 

the milling of the P.L. 480 wheat. If sold, determine 
the quantity, sales price, and disposition of the sales 
proceeds. 

II. Methodology 

A variety ol methods were used to gather the information 
necessary to assess the financial management system used by GOCV 
agencies. First, an in-depth review of project documentation was 
completed fItr ba:kground information and to provide an 
understand in of the interrelationship tetween the GOCV 
implementing agencies. The review included the WDP project paper, 
pro jert C i ! f'-owt 19855 to present, the U.S. technical assistance 
team's qulirtorlv r-eports, the final evaluation of the previous 
Watershed ,INei n me nt Project, aid the mid-term WI)P evaluation. 
Secondlv, ,et inQs were held with members of USAID and the U.S. 
techniceI assistance team to gather information regarding their 
particular cIuncerras with respect to the project. Thirdly, 
meetings were held with representatives of each GOCV 
implementing agency to assess their current project-related 
accounting systems and procedures. 

III. Problems Encountered
 

For the most part, representatives of each GOCV agency involved
 
with WllP implementation were cooperative and helpful. Documenting
 
the current system was a time-consuming process due to the 
complex interrelxitionship among the GOCV implementing agencies 
and delays in receiving requested information. 

IV. Project Background 

The Watershed yeve Ilopment project was authorized on June 15, 
1984, for the purpose of developing and protecting soil and water 
resources in (ape Verde. The project is currently working en 15 
watersheds in (ape Verde, fourteen located on Santiago Island and 
one on the Is-l nd of San to Antao. 

The proje.t is funded by: (a) a Development Assistance grant of 
$5.61 mill ion used to provide technical assistance, training, and 
materials/equipment and (b) a local currency component of $7.8 
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million derived from the sale of P.A. 480 Title II, Section 206
 
commodities. To date, commodities supplied under the program have
 
included corn, rice, beans, and wheat. Proceeds from the sale of
 
these commodi ties are used to pay salaries and to purchase local
 
materials and fuel used at the project sites.
 

V. 	General Perspective for the Generation and Utilization of P.L.
 
480 Local Currency
 

P.L. 480 commodities shipped from the U.S. are consigned to EMPA, 
a large, pirastatal import/export enterprise. EMPA is the only 
implementing agency involved with the WDP that is not a 
Governme nt agency. It is a state-owned public enterprise which 
operate; on a profit-making basis. EMPA is responsible for the 
recept ion, storage, distribution and sale of the P.L. 480 
commodit itjes . proceeds are dteposited by EMPA into the5les 

National OvLtopment lund to pay the local currency cost of the
 
Watershod e)2ve op nent Project.
 

The Nat iou:il Development Fund manages proceeds from the sales of 
all donor food aid. For the WDP, as described in the project 
paper, NJIF is responsible for maintaining separate accounting for 
local currency e'e from sale of P.L. commodities.ge iated the 	 480 

Upon receipt of approved WbP vouchers from MDRP, the Investments
 
Division of the ,inistrv of Finance deposits funds from the NDF 
account inOt >11)M P's Accou nt. 

MDRP is restponsible for actual project implementation providing 
technical and administraitive support through two of its 
divisions: tLhe Bureau for Planning and Studies (GEP) and the 
General 1)irectora te for Soil Conservation, Forestry, and Rural 
Engineerin (i){(SF t). (IEP coordinates and facilitates 
interact iou betiween I)(CD SFER and other GOCV agencies, submits 
monthly request, based on vouchers received from I)GCSFER, to the 
Ministry of Fiinance for NDIF funds and upon receipt of funds, 
prepares chccks For the payment of WDP obligations. DGCSFER is 
the executing division of MDRP for the soil and water 
conservation works done under the WDP. DGCSFER maintains an 
accounting system for the recording and reporting of salaries due
 
and materiais purchased for the WDP project and at the end of
 
each month prepares vouchers for submission to MDRP (GEP).
 

V1. Current Financial Management System
 

The above key agencies invol ved with WDP implementation operate 
differently today than when the financ ial management system of 
the project .as designed, both in terms of the project paper and 
the Transfer Auth orization (TA). This is due mainly to the fact 
that when the TA was wri tten some of the implementing agencies 
had only rcc.Int lv been created and/or were in the process of 
developing their internal systems wh:ile others were in a state of 
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transition and reorganization. These differences in the actual
 

accounting systems and procedures utilized explain to a large
 

extent why GOCV agencies have had difficulty complying with the 
terms of the Transfer Authorization, especially in the area of 
report ing 

The financial management system and current accounting procedures 
used by each GOCV agency involved in project implementation are 
summarizd below. 

A. EMPA 

1. Commodity Management 

ConmnodiLties received from all donors, including USAfD, are 
discharged in Praia and MindeLo's central storage facilities. 
After recept ion, the ideut iv of a part-icular donor's commodity 
is lost hp,,ause EMIA's Division of Stock Management handles 
doraLt i on; h': type of coMmod Lv and not by donor. D)etails 
corcern in, the donor are managed by the Externa I. Trade Division 
but ar, not c onmunicated to the Stock Management Division. 

Commod ties are entered on stock records mai ntained in warehouse 
faciLities and in the accounting department. 

Following reception, EMPA's External Trade Division completes a 
Statement of Receipt of international A:id. This report provides 
all d ischarg{e intormat ion and a summary for both quality and 

total quantity of conmmod it tes received. Copies are sent to the 
donor, Ni)[, and the Head of the Bilateral Division of the 
Ministrv of P1an anrid C,,uperation. 

Comnodities re distributed from central storage facilities in 
Praia and Mindelo and from EMPA's 11 distribution centers 
throughout the country. Surprise physical inventories are taken 
on a monthly basis. Stock records from the accounting department 
and warehouse are compared with the results of the physical 
count. EMPA's General Inspection Division is alerted for 
investigation if substantial discrepancies are noted. 

2. Financial Management 

Two types of sales are made from EMPA's distribution centers: 
credit sales and cash sales. 

(1) Credi t sa]s made to other GOCV agencies. (Accounts are 
due 90 days after the Lransaction.) 

(2) (ash sales are made to retail purchasers. Depending on 
the location of the sales center, daily deposits are made either 
to a branch of the Bank of Cape Verde for transfer to EMPA's main 
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account in Praia or held in a safe for pick up. At the end of
 
each day, cash sales are balanced between the cashier and the
 
accounting office.
 

At tie end of every month, summary balance sheets and income 
statements are prepared for each sales center and forwarded to 
Praia. In Praia, EMPA's Finance Division balances daily sales 
summaries with monthly summaries and bank deposits. 

Because iKMPA' s stock and accounting records are maintained by
type of commo'i; and not by donor, it is not possible to 

determin, which donor's commodities are sold during any 
part cul-ar period. EMPA accounts for sales proceeds in two ways: 

(1) EMPA maintains records based upon the quantity of 
commodit ies received from each donor times the NDF price. 

(2) i.MPA mak'-,s deposits to the NDF according to an accord 
with the .inistrv of Finance whereby EMPA sends, on a monthly 
basis, ii I lion escudos for deposit with the NDF (on behalf of 
sales of Al doiiors' food aid.) This figure is based on 
histor iA i sales Averaoes En the event the 70 million is not 
enoug'h to cover tLhe obl igations oF the NDF for a particular 
period, iPA may he requested to deposi t additional funds as 
required. The Ical currency funds due the NDF and the amount 
paid by EMPA is reconciled at year end by EMPA and the NDF, by 
donor and commodiLtv. 

B. The National Development Fund 

In order to understand the current function and operation of the 
National Development Fund it is helpful to first gain an 
understanding of the structure of the Ministry of Finance. 

The Ministrv of Finance Ls the fiscal control agency responsible 
for managi rig the GOCV national budget. The budget is divided in 
two parts - the ordinary budget, which controls the operating 
costs ot the Government and the investments budget, which 
.t.ntrols the government's developmewnt and infrastructure 
investments. 

The investment budget is managed by the Investments Division of 
MOF anld is financed by the following sources: 

(1) honor financing tied to specific projects; 
(2) Donor financing not tied to any project; 
(3) Revenues of the NDF' generated from the sale of food aid 
from all donor countr ies; 
(4) Profits froin GOCV public enterprises; 
(5) Advances from tihe central bank. 
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Funds from each category are deposited in separate bank accounts
 
and accounting is controlled through individual ledgers for each
 
SOur ce.
 

As indicated above, NDF is one of the accounts under the
 
investments budget. It is managed by the National Development
 
Fund office jointly with the Investments Division. As presently
 
structured, each division performs the following functions:
 

1) The Nat ional Development Fund 

NDF manages lunds received from the sale cf food aid from various 
donors which aye used to finance local currency costs of donors' 
projects. All fu ds are Iepositpd into a single bank account. 
This ,t em nt ,_mLnIL l i B g Funds iLs the preference of the GOCV 
because , ince has- .shown shipments food not arriveexp that of do 
in country i, any regular pattLern. When there are long delays 
between I od Aid a rrivals, there is He risk that money would not 
be ava Ll le to meet the local currency costs of projects 
financed by a pa rthcnli-ar donor. By commin ngling funds and managing 
)roject.s tirough Ane account, the liquidit v of al l projects is 

a _% t r e,s'- d]
 

monitors reueip t 
480 coImodiLies fur the WDt . Based upon the Statement of Receipt 
of Internitijoncal Aid, NDI calculates the amount due the fund (by 
multiplying the quant ity received by the NDF price for the 
particular comLnmodity ) and s.ends EIPA an official notice. NDF 
maintains separale ledL'ers by donor which enable the 
i dentification of funds apiplicable to any particular donor. 

NI) L the a t laca c c rrency from the sale of P.L. 

2) The lInvestmIIenLs Division 

The InvestLmynnt.s ivision processes the vouchers received from 
MDRP for al of )(;CSVF R's project expenses, including WDP 
activities and soil and water conservation works financed by 
other donors. Fund availability for total obligations is checked 
against M)D P's approved budget for all. of DGCSFER's activities 
before fIlnds are disbursed. 1o. lowing payment, the Investments 
Division recei vas suppiorting documentation to justify 
expenditures made from the NDF account. At: the present time, 
however, the Investments Di vision does not maintain accounts by 
donor to mon itor the disbursement of local currency funds thus 
making it difficult for the head of the Investments Division to 
ascert.:ain the stat of a particular donors account. currenr ;us 


C. Ministry of Rural Development and Fisheries
 

Project budgetsl are prepared by DGCSFER in ul y/August for the 
up-cominng year with three line items, Salaries, Day Labor, and 
Materials. After being prepar d, budgets are taken to MDRP in 
September far presentation to the Ministry Council where they are 
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reviewed, approved, and incorporated into MDRP's annual budget.
 
The Ministry of Finance reviews all budgets which are later
 
submitted to the National Assembly for approval.
 

1. Account ing for Materials Purchases
 

Requests for materials are ini tiated at the project work site. A 
project emp love checks With the local supplier for price and 
availabilitv af esired 'rticles and completes a materials 
request locm. This Iorm i , given t the MDRP Regional Coordinator 
or to the enr l) irec or of DGCS:ER, who then complctes a 
requisi t i t: ' a amount eachider n hor ize purchase. The of 
purchase is che t d against the approved budget for materials by 
means o- d frmri a! the bot.tom of the requisi tion order. This form 
translated is ds fol lows: 

Total tund s available $
 
Encumbrn icens Lo Date "_' $
 
Bal ance $
 
Amount of this requisition $
 

Balance to carry forward $
 

Total of requis:itlions paid and unpaid.
 

This enables the MIRP Coordinator or the General Director of
 
DGCSFER to kniow at any point in time where he stands vis-a-vis
 
the approved budget.
 

2. Account ing for Salary Payments
 

Time sheets are submitted by MDRP Regional Coordinators to the 
project's office in Sao Filipe at the end of every month. Time 
and attendance for project employees are recorded in the 
following, way:
 

- Full-time project employees sign in and out on a daily 
basis in a note book (maintained to record time and attendance.) 

- Extension personnel are monitored by a coordinator who 
records their time. 

- Day labor is monitored at the work site by assistant
 
watershed cordinators who complete daily time sheets.
 

Salaries are calculated by the bookkeeping section. However, 
unlike ma, erial s purchases, there is no check made in the 
bookkeeping section at the present time for fund availability 
vis-a-vis the approved budget for salaries. At present, this 
check is done at the administrative level by the General Director 
of DGCSFER. 
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Because each watershed actually has numerous work sites, at the 
end of the month both material expenses and salary expenses are 
summarized and incorporated in a summary sheet prepared for each 
watershed. 

A typed s nmmarv of al l expenses for the month is then forwarded 
to the Bureau for Planning and Studies (GEP) at MDRP to request 
the funds nectssarv to cover the expenses for the month. GEP 
reviews Lhe expenise summary sheet and makes a request to the 
Ministrv of I i anc fCor the amount necessary to pay al of 
DGC:SFLP exenp 

When NI) : funds-; have been deposited to MDRP's account, (EP then 
prepares lobal checks for the paymenL of salaries. These checks 
are cashed y the Treasurer for DGCSIER and money is then given 
to pIaymast-os wh) hand-carryv the mioneV out to pay workers. For 
materials Ul-Ccl1se.S, (IEP prefpares a check for each supplier. 

The flow chart presented on the following page depicts the 
current financia ialnagemeiit systei. 

VII. Analysis of Current System 

A . EMPA 

EMPA's current financial management system is sound. It includes 
well designed fornms, well defined internal segregation of 
responsibi lities, and allows a transaction to be easily traced 
from beginning to end. Their current system, however, explains to 
a large extent why they have not been complying with the terms of 
the Transfer- Auithor i , ation 

1) Advance Deposits to the National Development Fund 

The TA requires EM'PA to advance NrF a sum to cover up to 3 months 
project expenses. IKYPA indirectly complies with this requirement. 
Through IIPA'. s accord with the Ministry of Finance, it transfers 
on a r eg u.l ar bas.s 7) million escudos to the NDl' (not just on 
behalf of USAII) but. as sales proceeds from all donors' Food Aid.) 
While thi:s is not A three month advance, it does result in the 
W)P local currency atcount being assured regular deposits. For
example, on janulry !, 1988, the WDP local currency account began 

with a car r ver of approximately 13,038,700 escudos from 1987. 
This5 a inut ,,.,,,s not enough to cover the oblligations of the WDP 
for the month of January for ,.'hitcli fotal expcnditures amounted to 

escudos. the arrival13,194.62, - Un:il time of commodity in 1988, 
therefore, the project expenses will be covered by advances made 
by EMPA based on expecte,f arrivals and sales from all donors. 
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2) Quarterly Reporting Requirements
 

Under the present agreement , EMPA is required to submit to USAID 
quarterly reports which :Lnclu e the following: 

a) Stocks cn hantd at the beinnin, of the quarter; 
b) Croinmod lt 1us recei ved duri.ng the quarter; 
c) Stocks on uin I atn the e nd of the quarter; 
d) ." i Ios r()c f , or i t:ed urinn the ,,iarter; 
e) Vun i; r t- irTi d h) v .>',IPA Ior . i o 1I2 charges: and 
f ) Fit iid ( ,s, ,tI I, t h t lie N1):. 

t
 o LII(..\Since tLo irni itr C,)I, the P Fs Pprovided USAID with 
quarter I v rir! '!r ()I- 1 S1a l t is.ted above bu t forS only 
quarters ,,, r o rodit i I rt ved. These reports not beenn, have 

A;11) maiiaeme hoci 'l largeit se fit I I ' tis so w i the gaps between 
reports, i r hoer. impnIn)o S i le t o correctly follow stock levels 
an d s hs <Kit 2 . pr; , .-t. .
 

The re;Lr the quar tcriv report ing requirements were never 
included K.l t he rop,)its Irecikse 'IPA's system of maintaining both 
stock and r!,: ,ui i , -Iocords by type of commodi- ty does not 
generate th t I ( 1 t i l e ond .nformation. EMPA,, (lonor s 
rat ionalI .- "o;t f ro[n vai off,v ;[ ins a iety factors: 

F i st, vs t or 0i- conmold i t Y manag;ement makes sense for 
reasons oI et i v . EAIP.\-n rot down on procedures and is 
able to deote iwore t-ine to p1ln) ing, distribution, and 
manag c,nnt t ck )y re co r d ii stocks by type of commodity. 

1' 's they are 
donat ons. Fi>'I PA v i ,ws the comlod i ties as donations to the 
Gover nnienit . l i.\ ic, HF iust purcia se the commodi ties by paying 
the N[)F a p ice ! Jx ( by the (lOCV fur the particular commodity. 
ENiPA chcro ,% i ( ws NDF as t:heir supplier. Once the commodity 
iS [ iIC ! ,:n t i t - since EMFPA receives all the commodities 
;at once bIi p.aents on a monthly basis) EMPA considers it 

aScl P1)d cl no fe e I tlhot commodities receive 

ho ake: 
its persona I t ot aind thereby hand.les it as an internal matter. 

Thir d, FIPA views thc point: oi. monetization differently from 
that, of I hr1- project paper. The project paper recognizes 
monetizatii ,,at: the t ie of sal.e from EMPA's distribution centers 
t3 retai I purchaserTs. EMPA, oi, the other hand, views the point of 
monetizat i n af tL' t ime it agrees to pay the NDF. 

i not much the 
informat i,,n necessar to meet: the renuiirements of the TA, EMPA 
could Comlvf i t1re r e rIg rPquIrc e'nts above were 

While E',I:\' r r it sstor does generate of 

r)oFtJ listed 
deemmied -1hso Ite ', , croci al t:o JSAID. For EMPA to provide specific 
infori in i i) actual commini received from individualt di t ies 
donors, howr(,v r-, nould requi re substantial modifications to their 
current syStemI. First, at the time of commodity arrival the 
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Division of External Trade would have to communicate to the 
Department of Stock Management and Distribution the origin of the 
commodities reccived',. Second, EMPA would have to redesign stock 

and account ing records to include the donor or origin of the 

commodit:ieis. Fina lIv, the Department of Stock Management would 
have to physica lyl separate commodities received from different 

donors and a separate and records inM ,in sLack accounting 
order L" ef c t ivel man tor commod, y movement and sales. While 
this wou ld11, v;i tihe detailed ii foirmatiLon required by the TA, 
it shoaulI h ' t' d th at all of thu s_. changes would raise E'IPA's 
ha dl in; al opera ting costs ,uistantially. As P.L. 480 
commodities iH lqS6 amounted to only 21 percent of a] I food aid 
handled by ii> .A, this seems lik( an unreasonable demand to place 
on EMJ A. 

The T,\ iaqit rten t for report ing on saies and deposits, 
however, stili poses a problem. (uarterly reported proceeds from 

sales would nall ictuaLly reflect the deposits made to the NDF as 
a result I FMlPA's accord with the Minisntry of Finance. For 
example, it Lhe present i lme EMPA still has stocks of U.S. 
coMMod it ii aon hand and sal-es are being made from these stocks. 
The }ri'lm is Lunt the funds for these commodities were 
transfir t, ND in 1987 and have already been spent by the 
projeut . FKP: ro1\ , I aeportin g on sales at this point serves 
little pi p:.e asI it is the csponsib~ility of NDF to report on 
funids r v I ntii-d ')Lrseddi .
 

Although bs, on the project paper and the requirements of the 
current TA, Ihi is not tlh way EMPA was expected to manage P.L. 
480 io)mmod ii itis; EiPA's system is sound and therefore deserves 
certai m ,it. By allowing EIPA to treat stocks as its own, it is 

providedi ith more motivation to be as efficient as oossible in 
all s i cts of operation because following payment to the NDF, 
EMPA in totall respensible for both commodity and financial 
managemea int of its purchased stocks. Any loss incurred, at any 
stage, is a direct, loss to EMPA's revenue, not NDF's. 

In the interest of simp lif ying the current system, USAID should 
consider recognizing the point of monetization for P.L. 480 
commodLit es with EMPA's receipt of the commodities. The critical 
concerns woul d then he in two areas : 

(1) Mon tor. ng the quantity received, determining the amount 
to be deposited with the NDF and monitoring EMPA's monthly 
deposits to the VDF; 

(2) Assurace that the commodities are being sold at the 

established sales p-ie. 

This could he accomplished in the following ways:
 

l) Interfacing with the General Inspection Division of EMPA.
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2) Food Aid Monitor (to be hired) performs random checks on
 

commodity sales.
 
3) Thorough cross checking of reports from the NDF on the
 

local currency account with EMPA's Statement of Receipt of
 
International Aid, which includes the amount due the NDF.
 

3) FunIds Generated by Silo Depreciation Charges 

The TA requIi res EMIPA to submit a quarterly statement on the funds 
generated Lv deprec:ation charges and a statement of their 
pianined lnd t( uses. Thi-s re(lui rement has never been met.a ulu,-
From meet- i n s w.,ith F>IPA, it i; apparent that the contents of the 
TA Lav, never ,t Iectivel y been communicated to the people in 
chirt ,, i .,,-t -ldiv ()perat i (us ind those who are ultimately 
responsiil', iio lpreparinf these reports. As EMPA calculates all 
of their (h. rg(s at. thi t i IIIe (f commod i t y ar r i vaI , this 
r(quiI I t, c a s il v Io,met. Ra:her than on a quarterly basis, 
ho;eer, -Is dp reciation is an aPLual charge it is recommended 
that this report he submitted on a yearly basis when the use of 
depreciation funds can be described for the entire year. 

4) Transfer of Sales Proceeds to the National 
Development Fund
 

As identified in the recent mid-term WDP evaluation, the local 
currency account with the NDF was shorted some 70,694,298 escudos 
according to the terms of the current TA. Of th~is total amount it 
was deter ined t:hat a portion was paid to the GOCV in the form of 
customs dut ies. For the remaining amount aot transferred to NDF, 
three other issues must he cona;idered: 1) the TA's requirement 
for EMPA to -,uhmiit to USAID the proposed sales price for approval 
Oi an aiiinua I basis, L) the TA's requirement fcr EMPA to submit on 
an annual basis the composition of their handling charges, and 
3) the current cost for reception, storage, and distribution. 
Each of theSe is discussed below. 

a. Customs Duties
 

Although the usual language to require duty free entry of food 
aid was omitted in the preparation of the current TA, both the 
Bilateral A,,reement between the Government of the United States 
and the GO(' ais we as the Watershed Development Project 
agreement ;pr.,.,ido for duty free entry of commodities and other 
project iin ut:a. Diur igu, the WDI)P mid-t-erm evaluation, an 
examinat ioim of the i:',IPA P.L. 480 account revealed that customs 
duties had heen paid (n certain comioditJ.-s received (beans, rice 
and %,heat ) Through c Ilaser examination di.ring the present 
assessent, aiind based on actual. commo , andity arrivals 
informet ioii provided by both E'MPA and MOAVE on customs rates, the 
amount paid f'or customs duties totals 31 ,112,541 escudos. 
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Complete calculations appear in Exhibit 1. A breakdown is as
 

f 11 oW s:
 

Commodity/Year 	 Customs Charges U.S. Dollars * 
CV Escudos 

Wheat 1986 6,781,808 96,882.97
 

Rice #1 quality 1986 11,203, 189 160,045.56
 

Rice #2 quality 1986 1,020,109 14,572.99
 

Beans 1987 6,457,406 92,248.66
 
Rice #2 quality 1987 5,650,029 80,714.70
 

Total 	 31,112,541 444,464.88
 

0 Calculated at 70 escudos to the dollar in March 1988.
 

h. Annual Report on the Composition of Charges 

The TA requires that ilPA submit an annual report on the 
composition of charges for commodities handled. This has never 
been done aild is the principle cause of the current discrepancy 
over the chargo-s allowed anl local currency funds deposited to 
the N PF. This was a ailure on both sides of the agreement: EMPA 
never submi t t I ih, charges ind there was no concerted effort on 
the p rl t ) to obtain them. 

Accordi , t , the TA, the NDF price, representing the funds to be 
d.posit d with Lhe NDF by FMPA, is equal to EMPA's sales price 
less the alliowable charges agreed upon in the TA. In actuality, 
however, both th NI)F price nnd the final sales price for 
commodi t Les are ea bl i shed by the GOC V through the General 
Directorate for (commpr ,. l'he difference between the NDF price 
and the final sales pi rice then becomes an officially approved 
margin fUr t-MPA. Out 1)f this margin, EMPA must absorb all cost 
associated with rece) tion, storage, and distribution; the 
remaining amount determines EMP!.A's profit or loss. In 1984, this 
did not pose a problem because the sales price for corn, less 
allowable charges was equal to the N)F price. Since then, 
however, increases were authorized by the GOCV for both the NDF 
price and the sales price while the TA allowable charges remained 
unchanged. 'lhe 1ollowing table illustrates, for corn, the change 
in prices per met ric ton. 

Year NDF Price 	 Wholesale Charges Allowed Difference 
Price Under TA
 

1984 7,700 11,000 3,300 -0

1985 8,700 12,600 3,300 600
 

The price of corn has remained unchanged since 198f,'
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As the allowable charges were never renegotiated, according to 
the terms of the TA, the difference of 600 escudos created by the 
increase in the sales price and the NDF price should have been 
deposited to the NDF. EMPA's deposits to the NDF, since the 
)eginning ,, Itle WI)lP, haev been fur the quantiLy received time 
the G(, V-PSttL I i oh c, NItF pri ce. 

The charfies A l li 'l\ tinder the current TA, agreed to in March 
1984, am tuntt 3, eLs() per MT. These cost werecudos negotiated
 

only "n tUP Lasis of corn. In 1986l and 1987, however, 
sulst i t 'ni"were itte in commodi tv mix when beans, rice, and 
wheat wet> Io; dl ivroi No al lowable charges were ever 
itt iAttte 1i ths:- - coimmtodities. It was presumed that the 
nam< i:i-t: a., t alsoaI ,,yI ; w Io.l apply to these commodities, 
less th : ch:irt2 Li e tI i s ilo depreciati,,. If cne goes 
strict iv v !,r ,i tIhe IA, the charges wuld be 2,710 
escudos p! "NT It, .t ii c~tunodtties. EMPA argues that it is 
aNuttl ri: wor wi th t ,uentri margins established the GOCV,d t a,,k by 

wh ich v'arv Lv ttt t V.
 

c) Analysis of Current Charges
 

An analysis of E>IPA intl >OAVE''s current costs for reception, 
storage, and dis rihuL,i was undertaken during this assessment
 
to determine if increased cost could justify the difference
 
between the current N)F price and sales price per metric ton.
 

I ) ( rn 

Based on information provided by EMPA (presented in Exhibit 2) a
 
comparison can be made between the agreed upon charges in the TA
 
and the current costs per MT for corn:
 

Al lowable 1984 1988 1988 - 1984 
(Ch a r g e :s 

Total Receiving 312 530 +218
 
Total SiIou 221 221 -0-
Central Storage 150 152 +2 
Di st r ibut ion 1,029 1001 -28 
Losses/
 
Spoi lag i 398 126 -272 

Total direct/
 
handling 2,110 2,030 -80
 

Depreciat ion 590 690 +100
 

indirect 600 -0- -600 

Total. Handt ing/
 
Distribution 3,300 2,720 -580
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Comments on charges applied to corn:
 

To date, with infurmtion provided by EMPA, it is difficult to 
accurately determine total charges because USAID has not been 
provided with a complete breakdown of costs yet. The cost 
structure pr,-,'nted above does not account for indirect cost or 
EMPA's prof it i~r.in which were included in the 1984 allowable 
chairg!es. 

The decrcap; in EIMIPA's charges for inter-island ditstribution is 
duo to the fact tLhit Ell'A currently di.stributes 60 percent of the 
total. quant itv received to other islands while in 1984 the 
calculat ion was based on 75 percent of total quantity received 
being di t ibut ed . 

The total fi cur for handling and distribution is presently 2,720 
escudo s. This figure is somewhat understated because it includes 
no calculat onl !or indirect charges which were included in the 
1984 ne,~ot Iat el charges. 

From the above Structure of costs provided by EMPA, a completely 
new sect ion for port chnrges has been added to the total. 

recei virii cost s. These are charges that must be paid by EMPA to 
ENAPO, (the port auithoritv) for utilization of the port. This 
represoelt I ,m-'s n atble increase in costs at the present 
t. i me. 

The othe r nt, a ,l , incr,ease is under E>IPA's depreciation charge. 
Based on tihe oriq;nai intent of the TA, thi.s charge was allowed 
for deprc iArtion "n tLhe silos in Praia and indelo. As 
deprecattin iS i f ixed charge to bc applied over the life of the 
asset, this Figore should not have changed. As EMPA has provided 
no basis For thtir c1culation, 'it is impossible to justify this 
in( r eas . 

2) Beans, R ice and Wheat (flour) 

For beans, rice, and wheat, as no agreement was ever negotiated, 
only the costs for reception, handling, and distribution are 
given. (Exhibit '3 cont.ins calculations) EMPA's cost for the 
reception, storage and handlin g of beans is 1,936.18 escudos per 
MT and for rice equalIs .,11 .30 escudos per MT. For wheat, 
MOAVE's c-s For the r c pt ion, storage, handlinp, and processing 
equa l 11,0 ,. . ud , -; pr M.1T . 

CQmmen t:-; "n clhaI ges- 1"r beans, rice and wheat (flour): 

The bottom line fiit gutres ior rice and beans are only for direct 
cost and do not inulude any of EMPA 's indirect cost that were 
allowed in the original TA for corn. 
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While the 1986 shipment of wheat was consigned to EMPA, it was 
actually handled by MO)AVE, a Mindelo wheat mill. MOAVE is a mixed 
capital enterprise in which the GOCV owns 51 percent and the 
remaining 40 percent is made up of private investors. 

The differenc:e between the NDF price and the sales price per MT 
can be jus if ied by the cost of production, handling and 
distri, utinn. While it actually costs MOAVE 20,103 escudos per MT 
to purchis, wheat, produce and distribute milled flour, the 
,governlment established sales price for flour is only 18,500 
escudos A NT. The mil ol:erates at a loss of 1,603 escudos per 
metric n t prod ctictin of flour primarily because MOAVE is 
required t,, t v wheat from the NI)!7 at a price higher than the 
world i. i \t thie present r ime, wheat can be purchased on the 
world r lt f t- 7,500 escudos MT, but >IOAVE is obligated to use 
dn t, d whe it o tr which it mu.t pay the NDF price of 9,000 
e. o - NT. lii works to the Advantage of the local'id li VO N this 
cur:aitv ccount, it puts >!OAVE in a deficit position with 
respec I t a a l e] tmi our. 

As a - H!t 1 mil ling the 4,972 MT of P.1.. 480 wheat, 
; Pproximat .Iv 21) percent tr, 994 MIT of bran was produced. MOAVE 
sold the itan ftr animal feed at a price of 6,000 escudos a MT. 
Althau hth , will i cittuall v operates at a loss on production and 
dist ri bitt ion 01 !ai-ur, proceeds from the sale of bran and other 
by-prudurtit s make tip the difference and allow MOAVE to make a 
small protfit. In 198t7, for example, profits amounted to less than 
I percent of tL al sales revenue. 

d) Sales Price of Commodities 

Under the terms of the current TA, the GOCV is tc maintain a 
policy of establishing a selling price for P.L. 480 corn that is 
equivalent to world market price levels. 

As mentionedi before, both the NDF price and final sales price for 
commodt ities are estiablished by the General Directorate for 
Comimerce. Tie NDF price is established for commodities based on 
an averag,,e "i the world iarket price for the particular commodity 
at the Vime the NIF price is set. To determine the sales price, 
Commerce takes into consideration recommendations made by 
enterprit such as I.MPA and MOAVE. These recomnendations present 
an i temitd c,,.<t str ucture detail ing the costs for handling, 
storapie, tnd dl t ii it ion . Commerce then decides if the costs 
present,,d art reasonable and establ ishes a sales price. The 
foI l, wint table present-s a suimmary of current NDF prices, sales 
prices, the year in which they were last established, and the 
respective operating margin per MT: 
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Commodity 	 Date NDF Price Wholesale Operating 

Established (kg) * Price (kg) MMargin 

50%
Beans 1984 30.0 45.0 

Wheat 1984 9.0 18.5 105% 

Corn 1985 8.7 12.6 44%
 

Rice # 1 1986 28.0 
 35.3 26%
 

Rice I 2 1986 18.9 25.4 34%
 

NDF price and sales price in escudos 

Both NDI) prices and sa Ies prices should be reviewed annually 

Failure to do so may result in a Situation as prev iously 

descr :bed for wheat, where the commod i ty is purchased 
substantial lv above the world market price. 

B. The National Development Fund 

The TA requires, NDF to ruhmit to USAID a quarterly statement on 

funds deposited to the P. L. 480 account and disbursed to cover 

project exponditures. 

To (late, this quarterly report. has never been submitted. There 
are several reasons why the NDF had problems in submitting this 
report. 

li rst is the lack of appropriate documentation. No account 
is maintaineld to control and monitor the disbursement of local 

currency fnds for the WDP. According to the head of the 

Investment.! Li is in these records were kept until approximately 
two year s ace,(). N,) ,,'pl an t: ion was provided as to why they stopped 

nor was I able ,o vr ti earlier records which theii these raises 
question of whetLhel - uch records were ever kept at all. 

S:cond, it appel thit Ii ttL.e information is shared between 

NDF and the Investments [i vision which makes it difficult to know 
the current sriatus of the account. At the present time, this can 
onty be aconml) i shed by go ing to NDF to determine the amount of 
local curr erncy received and to tihe Investments Division to 
determine funds disbursed. 

Tiri rd , bt1 off ices aSre understaffed and, with the exception 
of t:h e i,.ad uf ea ch divisioi, oper a te with individuals who have 
no io-rria tra . '1nirim acrountin'. 

Accounit i n- fr tihe rt-cei pt and (isbursement of the local currency 

fund.s .1,ldi( I n0 i;e phvsi ca Ily separated as they are currently. 
Thi s 1rb !m m.y be resolved , however, as the Ministry of Finance 
is uind er,,)i ing re,;rganizat ion which should provide closer 
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coordina°ion between the NDF and the Investments Division. Under 

this reorganization, the Investments Division will also receive 
information on commodity arrival and thus the amounat due the P.L. 
480 local currency account. As the investments Division already 
handles n11 expend itures from the account, this would eliminate 
the plysica l separation that: currently exists and enable the 
slatus nf the account to he maintained in only one office. 
Al tnciu, not yet: certain. it does appear that the Investments 
Divi sicn will become the department responsible for the P.L. 480 
1'9;1 A I rIPH(V ," Account .1 

To assiSt the inveStments Division with monitoring the USAID 
local currencv account, a simplified journal was developed to 
assist in maittlaining the account on a current basis. This 
.jourial is presented in Exhibit 4. 

The Investments l Oiviion al ready is responsible for approximately 
150 projects. Ratier than main iLa ug individual accountsin by 
watershed, it is rccnmmen(ded that as the Investment Di vision 
totals all supporting doumlentation to justi fy expenses, it 
ver iv these totals against D(;CSFEF 's detailed expense report to 
provide another cross check on DGCSFER's accounting work. DGCSFER 
should, therefore, send its detailed expense summary by watershed 
to the Investments Division along with supporting documentation. 

C. MDPP 

The project paper states that P.L. 480 local currency is "... to 
pay the salaries of rural workers and to procure local 
commodities." in actual project impl.emenation, however, DGCSFER 
continue; work unde the current project as they had done under 
the former, oject when authrized expenses were labor, drivers, 
extinsin iorkers, Cuel, cement, equipment, spares, miscellaneous 
materials- , ini sutppl ies. 

Al thouih thie present 'TA is vague arnd therefore permits a broader 
interpretat ion of the uses of locally generated currency, the 
draft amended TA is more specific and has incorporated allowable 
costs similar to those under the former program and dictated by 
current practice. 

The current svstoeui used by DGCSFER for recording and reporting 
salarips iAud accounts payable for materials purchases is 
adequate. The current svsLem could le improved upon, however, to 
provide' even tighter control with only a few minor modifications 
in the areas of budget planning, budget control, and record 
keeping. Some suggestions follow: 
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1) Budgeting 

The principal problem with the budgeting process is that the 
budget is based solely on past year's expenditures. Because 
DGCSFER has had lit. tie knowledge concerning the amount of local 
funds avai lable for project activities, expenditures have 
exceeded incume fron Food sales for most of 1985, all of 1986 and 
much of 1I 7. 

EsLt im !t r ,vonue available for budgeting purposes must be based 
un the , p,.c ted revenue from the sale of commodities in che 
upco, i and any remai n ng funds in the currencyipir local 
account ht wou ld carry over from the prior year. With an 
incr a l , A;is placed on repo-t ng and the activat ion the,d e of 
intr-,mr! m"rqination group, DGCSFER's lack of knowledge of 
funds vad i i I "r tho WIP should cease to be a problem in the 
fuc t u r" 

DGCSFER's hud4;,i planning has evolved considerably since the 
beginning of the project. In earlier years of the project, no 
systematic means for estimatiny costs was employed. Current cost 
estimates are derived bot-h from experience and from production 
repois that are cuoplgted at the work sites. These reports 
compile det ai led information on construction cost by structure, 
i.e. , Htle i ,nb r ot haul s a t ruck had t" make, the number of man
hours ati izdl Lhe amount- of concrete necessary, etc. Cost 
esti;ate roF i)87, reflected very closely the actual costs and 
resulted in effective planning and control. As more data are 
collected atnd analyzed from these production reports DGCSFER 
should be able to plan their budgets even more effectively in the 
future. 

2) Budget Control 

DGCSFER's system provides a means to ensure that the approved 
budget, for one line item (materials), is not over subscribed. 
This is accompfished by means of the form at the bottom of the 
requisition order, where requests are checked for fund 
availability against the approved budget. The same should hold 
true for expenses for salaries and day labor. This can easily be 
accomplished for salaried and extensioa personnel by utilizing 
pay sheets that incorporate a similar check for fund availability 
as used for materials purchases. The following illustrates the 
informaLinon appearing on the pay sheet utilized by the former 
Watershed Management Project: 

Total funds available $
 

Encumlronces to Date $
 

Balance $
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It is recommended that this format be included in the pay sheets 

presently used to enable the bookkeeping section at the project's 

office to know at any time where they stand vis-a-vis the 

approved budget. Exhibit 5 contains a sample of the former
 

pro ject's pay sheet.
 

For day labor a similar procedure needs to be employed. As each
 

watershed has numerous work sites, however, this check for fund 

availabi l ityv needs to be incorporated in the summary sheet that 

is used for each watershed. Exhibit 6 presents a sample format. 

In addit ion to fund availability checks made against the budget, 

the team Ieador of the U.S. technical assistance team currently 

gatl )rs at Lh, end of every month actual expenses and enters the 

data in A , s preadsheet. This practice is appropriate because 

it provi aV d(eti led inancial report for each watershed by 

budget (: ur"r"nad iidcat es the rema ining funds available for 

expenditure or eich ana e. v. The preparation of this analysis 

should be transfeLred to the lead of Administration as soon as 

he/she is hi ed so that when the technical assistance team is 

gone the capability for this type of reporting will remain with 

DGCSFER.
 

3) Filing 

At present, two documents, the request for materials and the
 

receiving reports, are filed separately and should be included in
 

the current filing system. These two documents should be filed
 

with the stamped paid copy of the supplier's invoice and filed as
 

curren ]v done for the rest of the supporting documentation,
 

chronologically, by watershed.
 

4) Internal Control
 

DGCSFER's system of internal control is sound. Through cross
 

referencing, most forms used provide a good system of documentary 

support. This provides a distinct audit trail, facilitating the 

tracing of a particular transaction from the source document to 

fi nal pavment. 

In Wd [tion, there is a clear segregation of duties and 

resp, ii 1 i ies in the voucher process. Accounts are closely 

reviewud :it s veral stages i.n the system: 

For Salary payments 

- Payroll sheets are prepared by the assistant watershed
 

coordinators and reviewed by the watershed coordinators.
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- The bookkeeping section verifies totals from the time
 

sheets before they are transferred to summary sheets.
 

- Summary sheens for each watershed are reviewed by the
 

acting head of administration.
 
- GEP checks the expense summary for mathematical accuracy.
 

For Materials Purchases
 

- Price and availability is checked by a project employee
 

before the material request Corm is prepared.
 

- DGCSFE. checks for availability of funds as the 

requisition order is completed. 
- Summary sheets are checked by the acting head of 

admin i la a uroeno 
- Requisition orders, and invoices are matched at GEP. 

VIII. Issue of Late Payment to Workers
 

The problem of late payments to workers stems from the complex 

process o1 reviews and approvals in order for payments to be 

made. Given the procedure in place, there are numerous places 

where the request can be delayed. For example, for the December 

1987, payment reques t : 

a) DGQFE submitted the request to GEP on January 8, 1988. 

b) GEP verified the request and forwarded it to MOF o/a
 

January 11, 1988.
 

c) At the >1012, the request went first to the Director of the 

Cabinet who forwarded it to the Investments Division. 

d) The Investments Pivision checKed the request against the 

approved budget and sent the request back to the Cabinet 
Di rec tor. 

e) The Cabinet Director prepared a check and sent it to the
 

Investments Division for deposit in MDRP's account.
 

F) Tic Investments Division, after making the deposit to
 

MDRP's account, notified MDRP that the funds were deposited.
 

For u, emhbr' payments the actual deposi-t to MDRP's account was 

made on l'vbruarv 21), 1988. Payments were then made to workers and 

suppliers during the first week of March, more than 45 days after 

payment request were made by DGCSFER. 

There is an urgent need for administrative restructuring in order
 

to speed up the process. It appears that the major delay occurs
 

in the 110F'. One way to simplify the process may be for GEP to
 

submit it:s request directly to the Investments D)ivision.
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IX. Proposed Reporting System
 

It is recommended that reports to USAID be required only on a six
 
month basis as a result of the limited capabilities of the
 
agencies and the fact that they are more accustomed to reporting
 
on a semi-annual basis. These agencies semi-annual reports will
 
be complemsented by the Fond Aid Monitor (to be hired soon) who
 
will make fruquent visits to implementing agencies to ensure that
 
they are keeping their accounts up to date. Specifically the Food
 
Aid onitor will he responsinle for:
 

a) Mon itor nu EPAll'A's monthly deposits to the NDF account;
 
b) Mak ing ranlom visits to the Investments Division to
 
ensure Lhat the P.L. 480 local currency account is kept 

c) Spot checking 1)GCPER's vouchers periodically.
 

While each agency would report on!y on the matters of immediate
 
concern to it, the information in the different reports will 
enable US:\I) t verify reports among agencies. This verification
 
will signal any ,in,,crepancies which woul.d alert 1ISAII) co the
 
problem tl o h v ahing the necessary measures promptly to rectify 
th e s i tn L icq. 

All p,r-.. s shl,' d he sUbnin :ted to the lead of tihe Filateral 
Di vision of he > in strv of Plan and Cooperation no later than 
ten days fo!lowing the ond of t:e semester. This is an important
 
requiremeu, for tihe following reasons;
 

1) The reports from each agency will assist the Head of the
 
Bilateral Divisi on int the preparation of the agenda for the
 
Inter-Aguncy Council me t.ings.
 

2) As the Head of the Bilateral Division is responsible for 
compil in- all reports into one for submission to USAII), timely
 
submissiorn h each implemeirnt Ing agency is crucial to allow him
 
time to pr ,Oa-ehis report. 

3) For elfoctive Inter-Agency Council meetings, it is
 
importa-nc Lthat all particitpants receive a copy of the report for
 
review pr ior to the meetings.
 

A . EMPA 

In order to provide ISAID with information relating to the 
charges to he withheld by EMPA at the time of commodity arrival 
arC to provide a clear defin:ition of the amount of local currency 
that 1,IPA wi I owe th N1)F account, a simple modification has 
been edldto the Statement ol Peceipt of International Aid. 
An e\: ple of the modifi ed report is presented on the following 
page. It , os(, as an example, ElPA'i s allowable charges in the 
present ag eemen t ald the present sales price for corn. 
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Empressa Publica de Abastecimento 

Statement of Receipt of International Aid No: _/ /19 

PO/ / /19 

Identification of Merchandise 

Product: 
Quality: 
Quantity:
Packaging: 

Donor Country: 

Supplier: 
Vessel: 
Date of Discharge:
Port of Ori-in: 

Port of Reception: 

Recept ion 

Quanti.ty : 

Mani [est ed 
Quantity Discharged 

sacks c/ 
sacks c/ 

Difference 

Ton 
Ton 
Toa 

Received: 

In good 
1orn 
Lamaged 

conditi-on Ton 
Ton 
Ton 

c/ 
c/ 
c/ 

Ton 
Ton 
Ton 

Total: Ton c/ Ton 

Quality of Merchandise Summary 

Gross Sales Proceeds 

Less hatidlng/Transport/ 

Distribution 

ton 

ton 

x 12.6 = 

x 2.11 = 

Less Depreciation ton x 5.90 = 

Less Indirect ton x 6.00 = 

Total Deposit Due NDF 

22
 



The Statement of Receipt of International Aid is also sent to the 
National i)evelopment Fund account. By using the modified version, 
the Total Deposit Due th2 NDF is clearly stated and avoids any 
possibi i tv or confus on concerntng the amount due the P.L. 480 
account . 

In add it ion to reporting at the time of vessel discharge, EMPA 
should be required to report- on three additional items outlined 
below ali ong with a suggested format: 

Report Fo r ina t Submission Date 

Contosition of Same as in December 31, for 
Charges Project Paper up-coming year 

Prop}osed Sales 
Price b)\y Type 
of Commo dit Letter December 31 

Dispos t i -i of Funds 
Retaine d f or 
Depreciation Letter December 31 

B. National Development Fund Account
 

It is recommended that the Investments Division of the MOF 
prepare the report on the sta us of local currency funds in the 
P.L. 480 account. All iormation needed for completion of this 
report would be readily availLabe as it comes directly from the 
journal prepared to assist with the maintenance of the P.L. 480 
account. The suggested format is as folli ows; 

The National Development Fund 
P.L. 480 Local Currency Account
 

Semester Report
 

Report for the Period to 19
 

Beginning Book Balance ,
 

+ Amount Due From EMPA 

= Sub Total 

- WDP Expenditures 

Ending Book Balance 

W According to EMPA's and NDF's accounts reconciled annually. 
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This report will be compared with two other reports for added 
verification and control: 

1) EMPA's Statement of Receipt of International Aid. 
2) DGCSFER's project expenditure report. 

C. DGCSFER 

DGCSFFR will report on project outputs and a detailed summary on 
how local currency was utilized for project purposes during the 
semester. DGCSFER's format is adequate. A brief summary is 
provided hero, Exhibit 7 provios an example of DGCSFER's 1987 
year end report. 

DGCSFER 
Semester Report
 

Report for the period .-to 19
 

Narrative:
 

Description of work and problems encountered.
 

Outputs
 

( DGCSFER prepares a spreadsheet that lists all of the project 
outputs by watershed, i.e., the number and volume of dikes 
constructed, number of rock wall terraces built, site preparation 
for forestry work, number of trees in nursery, number of trees 
planted, number of meters of masonry canals constructed, etc.) 

Financial Summary 

( A second spreadsheet provides a detailed summary of planned 
verses actual expenditures by watershed. For salary expenses the 
report inc ludes the amount spent on salaried personnel, extension 
personnel, day labor, tre amoun, spent on overtime, and per diem. 
For materials purchased I)GCSFER breaks do. n the amount spent on 
cement and other construction materials, fuel and lubricants, 
equipment, and miscellaneous items.) 
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X. Conclusion and Recommendations
 

Many of the problems which have been elaborated in this report, 
especially in the area of accounting for local currency, would
 
have bean deteci.ed soon after they occurred had the reporting 
system been functioning as it was intended in the TA. The 
responsilbi lity for the lack of reporting rests on both sides of 
the agreement. From a review of project files it appears that 
USA[I) ever provided the necessary direction nor provided GOCV 
agencies with a suggested format for reporting. In addition, as 
reporting def-iciencies were recognized by USAID, there could have 
been a more couc.rted effort on behalf of IJSAID to obtain the 
required reports. After an in-depth review of the current 
financial managemeLnt syste-s and procedures used by various 
implementing agen.cies, it appears that the principal reasons they 
had troubi p rpepl rtin , arp: 

lirst. the agencies involved in the WDP implementation 
operate di f fren lv from the way the financial management system 
was designed to operate, both in terms of the project paper and 
the TA. In the case of EMPA and the NDF, for example, these 
di fferencrs resu]ted in a situation where much of the information 
required by the TA was not generated by the respective accounting 
systems. 

Second, from meetings with both EMPA and the NDF, it appears 
that the contents of the TA were never effectively communicated 
to those in charge of day-to-day operations and those who 
ultimately would have been responsible for preparation of 
reports. 

DGCSFIER also did not submt all of their required reports. For 
1985 and 1'86, only year end reports were submitted, and for 
1987, both semester and year end reports were submitted. Their 
fai lure to submit the earlier reports wasn't because they were 
unable to provide the data. Rather, it was something that just 
was not done. 

A summary of conclusions and recommendations for each GOCV 
implementing agency are as follows: 

A. EMPA 

While EMPA is a parastatal enterprise, it is important to 
recognize that EMPA views itself more as a profit making 
enterprise, not a GOCV agency as characterized the WDP Project 
Paper. lence, its internal systems for commodity and financial 
management have evolved considerably since the time the TA was 
written and have been designed with a profit motive in mind. 

EMPA's invenLory management and accounting systems are sound and 
actually operate in the best interest of both EMPA and USAID. For 
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EMPA, their system allows them to operate as efficiently as 

possible in all aspects of operation. For USAID, while EMPA's 
system does not generate much of the detailed information by 

donor os required by the current TA, it does provide for strict 

accountability of commodities and generated sales proceeds in the 
aggregat e. 

Rather than restructuring EMPA's current system which would 
increase their operating cost, USAID should recognize the moment 
of monet i: t ion for P.L. 480 commodities at the time EMPA 
receives thle commodities. EMPA would still be responsible for all 
aspects ) htotli comiod i ty and financial management but they would 
have even more incenti ve to be as efficient as possible because 
any loss s At any stage after payment to NIDI would then be a 
direct l)ss in V>IPA's revenle. Recognizing this fact means 
creat n i, t. ng new. This is what EMPA has been doing and 

The rest f tP rqi rements of the current TA can be easily 
, Alfer all sincecompli j AL b. tue concerns raised the mid-term 

eva uIat in, both ltMlA and I'AiD realize the importance for 
ieporLt i - annual lv on the composition of EMPA's charges for 
handling, storage, and distribution and submitting the proposed 
sales prir e. h'l'ese reqirements are of critical importance in 
order o avi :;i t uat. ions su ch as the present one with a 
discrepancy ;,::irdin. the funds to be deposited with the P.L. 480 
I or a C r e ui v ac ouI t. 

Reconmmnc t ions for EMIPA 

1) 1'SAID should consider recognizing the point of monetization 
with EMPA's receipt of commodities. The TA should be amended to 
state fliowing EMPA's receipt of commodities they then belong to 
EMPA . 

2) EMPA should be required to report to USAID on three items. 

a) A detailed breakdown of charges for the up-coming year, 
submitted December 31. 

b) Proposed sales price for commodities, submitted December 
31.
 

c) .A statement concerning the disposition of funds retained 
for silo depreciation, submitted Iecember 31. 

3) The TA shnuld be amended for annual approval of the above
 

reports.
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B. National Developuent Fund
 

The principal problems identified with the NDF are in the area of 
financ ial accounting and reporting. These problems resulted 
primari lv from the fact that the two functions of receipt and 
disbursement o local currency were physically separated between 
two offices: the NDF and Lhe Investments Division of the Ministry 
of Finance. B linv i, separated, it was not possible to ascertain 
the current status of the P.L. 480 local currency account without 
going to each ffice. 'lhis was even further complicated by the 
lack of 'iin'ic itan beteenti the two offices and the lack of 
appropriat documentat ion o t he disbursement of P.I,. 480 local 
curronc v. 

With the restructuring, measures of the MOF, it appears tha, many 
of these curre't problems mayIbe -esolved. The Ministry of 
Fin ance is in the process of reorganizing the operation of NDF to 
provide closur colrdinat ion between the NDF and the Investments 
Division. Ii dr. this reorganization, the Investments Division 
wi l 1 al rece i i for at ion on commod i y arr iva l and t hus tihei 
amoun ! n t i. AM local currency account. As the 
Investment 1)ivisio:i alreidy iandles al l expenditures from the 
account, this o uld ,l imi nate the physical separation as it 
current v e x s- an,ind .ould enable the status of the account to be 
miia in tainei. id in o nlv "He M ice. 

Recominr endat i.ons for NDF 

1) The jouirnal prepared during this assessment needs to be 
im jlem ei'pte,.d iininmelidtelv. 

2) The investments Division of MOF should participate in the 
intet--Agency Ciunnc i meetitngs. 

3) Payment procedures must be simplified. Efforts need to be 
made, througi the nter-Agency Council meetings, to see if GEP 
could send its request directly to the Investments Division. 

C. MDt-IP 

DGCSFER's accounting system for recording and reporting salaries 
paid and materials purchased is generally satisfactory. Tighter 
control could be achieved, however, in the areas of budget 
planning, budget control, record keeping, and filing. 

Recoimmenda t ions for MDIRP 

1) Es timati n g fond's avail i ble for budgeting purposes should be 
haspd ,a;n , r s.xP ti texpe ive" 

2) Salary payment and piyments made to day laborers should be 
controlled vis-a-vis the approved budget similar to the system 

27
 



used for materials purchases.
 

3) The Head of Administration, (to be hired soon) should be 

trained to prepare financial reports on the pojects computer to 

ensure reporting continuity after the U.S. technical team is 
g o n e. 

4) Summary sheets prepared for DGCSFER's request for funds 
currenitly list all of DGCSFER's obligations. DGCSFER should 
provide a sub-total USA[i) financed projects and a sub-total for 
the remaining projects which are financed by other donors. By 
separatit' t ,, als, it would facilitate MOF in clearly identifying 
USA\[D finan~ced projects. 

5) T wate rshed currdinaLor in Tarrafal should not group the 
e xpendit w , his atersheds all under Tarrafal. While people 

assoc i, tU wit h the pro e t know what he is doing, it is 

cortusiig for an outsider and appears as Though Tarrafal is 
Constalt vv u )hu L'oL. 

6) For fi in", rit-her than stapl i ng the request- for material to 
the c.opy or tHe requi.sitLion order remaining in the requisition 
hook let. an i 5.s cur rtt l done, this copy should he attached to 

the suppliers invo ice and filod along with the corresponding 
rece vi.v jag rno . 

7) Copies of bot"h the request for material and receiving reports 
should he forwarded to MOF along with the rest of the supporting 
dOc tme it a o n . 

8) A completed copy of the analysis of WDP expenditures currently 
prepired on Lotus should be forwarded to MOF. This would provide 
MOF with M,tailled information by watershed and as MOF totals all 
receipts justifyint expenditures, comparison with DGCSFER's 
report would provide an added cross check on I)GCSFER's work. 

D. Recommendation for the GOCV 

1) Sales prices for commodities need to be updated on a yearly 
basis so that they reflect current world market prices. 
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Exhibit I Customs Duties Paid
 

Wheat 1986 4,972 MT received 
N)F Value 44,757,000 

Direitos 4972 x 9,00) x .10 = 4,474,800 
Emoluments Perais 4972 x 9,000 x .05 = 2,237,400 
Pornoria 4972 x 10 = 49,720 
Assistanc, Crs Vermeiho 2 x 4,972 x 2 19,888 

Total. 6,781,808
 

Rice .# I Quality 1986 3,986.9 MT received 
NDF value = 111,633,200
 

EGA ill,633,200 x .05 = 5,581,660
 
Direitos 111,633,200 x .05 = 5,581,660
 
Portaria 1) cve At x 3,986 = 39,869
 

Total 11,203,189
 

Rice #2 Quality 1986 536.9 MT received
 
NDF vaiue = 10, 147,410 

EGA 10,147,410 Y..05 = 507,370 
Direitos 10,147,410 x .05 = 507,370 
Portaria 5,6.9 Mt x 10 5,369 

Total 1,020,109
 

.
Beans 1987 19w,07 AT received 
NDF vaIlue 58 ,4 il,491,M)
 

EGA 59,491,000 x .05 = 2,924,550
 
DireiLos 58,491,(000 x .05 = 2,924,550
 
PortariA 5s,491, 0(J0 x 1.04% = 608,306 

Total 6,457,406
 

Rice #2 Quality 1987 2,973.7 MT received
 
(NDF value 56,2H2,930) 

EGA 56,202,93) X .05 = 2,810,146 
Direites 56,202,930 x .05 = 2,810,146 
Portaria 10 cve x 2,973.7 Mt = 29,737 

Total 5,650,029
 

Total for all Customs Duties 31,112,541
 



Exhibit I con tinuejEMPRESA. PUBLICA DE At3Ab,.tUDIPLNtv. . 

Basis for customs rates for beans
 

0 Directar-Geral,Cmotl Ta~r~cb 

Proc. .. 'i? 
-R OS.C0 -

Merc do rla: _TL 

Quantldde 1976---O'S--- O ----

Fornecedor :____SA.I Destino-UISA -. RA 
Navio Portador; .es,.no 

-CUSTO FOB (Moeda Orilnal)-- 
.... _$_ .. ._).. . .$(C6mblo_____CONTRAALOR 

_$__
 ..
FRETE .. 
_-"
SEGURO _$__ 

.x 30S00 ......... 
-- CUSTO CIF. -.1;97-6.00) KGs 

Encor~os 

Bancdrlos-

2.964".-OC -erDespacho: EGA_ --

-- 2.964O000 -CLDircitos 5-,'.. 

Portar ___ g,_ -$"- "
 

-'5 "O $ _]. ..
Tren sportle ...... DO -- . 

-- $$________.5& 0.0

________00 0067.*597.464 $ 

Unc.'rqcn (in di,,ribaio: 67l=1324 T-26480 S 4 $_-__

Feto.. . 0 O7-4,G. --
59 n_____-___O0ArrumoQ' o __ 

"Ir n sP r "ia.$0--------

----- 397v2O0-- $ --
Etiva ___.o00--

$--
J,\P/I!has _29I0_ ---

Tra ns p o rte " .,_.,-,_-, 
A rrura6,:o A_ lO-------

- .I 

"1pJ99 

- $ 

e e )o4$.0O-Outros ____ -[J057-"-.--.- _ _ _ _ _ $ - "$ 0" 

-CUSTO EM ARMAZrEM ............... ..... .- 7oi1;23_2---$"OO 

Re sumo : 

CUsto in. FOB "__$ $ 

Custo Un. CIF ,30 00 - --

0 Custo Un. Armazem .j.-- - - - $ .,.D 

u, Custo Un. Arm. llhas 

U Venda Grosso(10,'%) __S_ 

Venda. Rctalho (+ 15%) 

-5 5 
..4-.-

44"- 90 
_ ___ 

$ 
GROS.= 
RE. 

45$00 
50S00 

Venda Delcgn 6es-_..-$ - $ 

Elaiwiado pr,4 /'i 
Coaforido 

0 Clife Departonento, 
DAP 

http:1;97-6.00


__ 

______ ___ 

______ 

Exhibit I continued 

EMPRESA PUBLICA DE ABASTECINIENTO 
Basis for customs rates for rice Aproado,11_/ 

C lst o Te ro 0 tirectorGeral, 

Proc..O -) P 
-Mercador-hi: *'~ 9 

L~--Q uan d ad e: 4 
7Fornecedor: 

o fJf Destino 22Ntmvio Portndor1t.AA 4 

-GUSTO FOB (Moede ra l ____ 

.. __-___. .. .. ..CONTRA\'ALOR (Ctimhtlo_____ , 

_____FIRETE ___ _ _ 

~$oSEGURO ~&~~T7).ofG~ 

EnCWir()S 

12'J57~- __Despacho: EGA __~ 

~ ____I )rcitos 

19-____
,2c)rtar1h3 iJ :Zrt 

__)~ ~ ' _ -4 --__
-$ A . 

Transport (O ____ _______0Q ~. 6r 

h
 . _ I _____Arruniarao 
='~ _712 $ 

__ Qf2$Ou A!0s i - jI? dQ -

Enctir go.-i de dil d:0tri ) Vol 

Fr-ete ___ _-7

12-_____~a~Rfrrurnw~~ 
~ I7LTransporte ___' LI~5 

~167____ $zaJAP/Prn3LL7 

__/ lh-.- -______.) ii 1 $ 
~35
Tronport,~)27t~l~ &-~$ ri9 

_ _ s2 ,2v
Arrunvii<o-I 11 o 

OIL________Outros___ 

EMI ARMAZW1 .. ......................... 

Gusto Un. FOB____ , 

-CUSTOD 

-___ $ 

09Q.-____s_Gusto Un. CIFji 
S Gusto Un. Armnaz~m _ -

UCusto Un. Armn. lih1asE Q-c%' 
k_ ______ "' Venda Grosso(O%) ____. 

Venda Retfaiho (-1 15%L ..... $Q. _____ 

Venda 

CoaroritIoAlElali)ado par, 
0 Chefe Vqparlanento, 

http:Portndor1t.AA
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Exhibit 2 Cost for Reception, Storage, and Handling of Corn
 

For corn, a comparison can be made from the TA and information 
provided by EMPA: 

Charges per MT Charges/MT 
January, 1984 Change March,1988 

1. Port Charges 

Port uti I izat ion tax 
220$00 Mt 
Surcharge 1 )t0, 
Normal traego 20SO0 
Extra trafego 5O)7 

Mt 

-0-
-0-
-0-
-0-

Tota.1 -0-

2. Direct iland.ling 
and Distribution 

Ship tinl oad ilng 

Cargo hand I i.ng 
Use of port 
NormaI L)abor 
Overt i l, 
Equ i p)oient- use 
Di spat ch i n g 

Total Port 


2. Bulk Storage
 
and Bagging
 

Transport t-o silo 
EI1 cr t r i i ty 

Charges 

60$00 
150$00 
20$00 
10$00 
12$00 
50$00 
10$0 0 

312$00 


50$00 
48$00 

Weighing & storing 5$00 
Unlai n silos & movement 100$00 
Silo m;lintnance 18$00 

Total Silo 221$00 

3. Charges Central Storage (40%) 


Transport Silo/Warehouse 

180 $ 00 MT
 
Receivin, ( 7t )
7$1(), 

IM(t) MT 1I1)8 ) 
Iland 1 i lg ( 975(11 ilt ) 

"" (O 0()o I S 
Total Central. Storage 

72$00 


39$00 

39$00 


150$00 

+220 
+220 
+20 
+10 

220$00 
220$00 
20$00 
10$00 

+470 470$00 

-60 
-150 
- 20 
- 10 

-0-
-0-
-0-

-0
-0
-0
-0
-0

50$00 
10$00 

-252$00 60$00 

-0-
-0-
-0-
-0-
-0-

50$00 
48$00 
5$00 

100$00 
18$00 

0 221$00 

40% 

-0- 72$00 

+1 40$00* 

+1 
---

+2$00 

40$00* 

152$00 



Exhibit 2 continued 

1984 1988
 

4. Distribution Charges (75%) (60%) 

Transport to port (180m) 135$00 -27$00 108$00 
Frei ght agellcy .l d ilug 
unloading (517$0O at) 388$00 +49$00 437$00* 

:( 0 1%8 )'9 nit: 

Central Poirt ( (0SO() t) 75$00 +9$00 84$00" 
( 40 $() t i S) 

' Island Port (2 (J U ) 150$00 +24$00 17 Z$00 
S(290 flt 1a )SS 
Tansport (180.00 tt) 135$00 -27$00 108$00 
Recei vi i tig/Iland Itu (194 nit) 146$00 -56$00 90$00* 
* (150O$ () nit:1988) 

Total- Distribution 1029500 -28$00 1001$OC 

5. Losses and Spoilage 
(CIF 7700$00) (CIF8600$00)
 

Losses at Reception 2.9% 259$00 -259$00 -0-
Losses Cent-ra! 23$00 -23$00 -0.-
Storage . 2),5, 
Losses !iistribut-ion 1.12% 116$00 +10$003 126.3 

Total Losses 398$00 - 271.7 126.3
 

6. Total Direct Handling 2110$00 - 79$70 2030$30 

7. Depreciation 590$00 +100$00 690$00
 

8. Indirect 600$00 -600$00 -0-


Total Handling/ 3,300$00 - 579$70 2720$30
 
Distribution
 



Exhibit 3 EMPA's Charges for Beans and 


Charges for Beans
 

Port Reception
 

Dispatching .96 x 30$00 

JAP 

Transport 

Reception 4$00/sack 

Warehouse 4$00/sack 

Tra lu ; 


Total Reception 


Handling and Distribution 67%
 

Freight: Agency 600 Mt 
Warehouse 4S00/sack 
Transpcrt 180$00 mt 
JAP/Praia 14SOO Mt 
Loading/Unloading 300$00 Mt 
JAP/Is and 26500 Mt 

Transport 180$00 Mt 
Warehuse 4$0)O/sac: 8M$00 Mt 
Reception QUK /sack 80S00 Mt 

Totall Handling and Distribution 


Total/iand ling/Distribution 


Rice
 

28$00
 
246$00
 
180$00
 
80$00
 
80$00
 
20$24
 

635$04
 

402$00
 
53$60 

120$60 
97$82
 
201$00
 
198$32
 
120S60
 
53$69
 
53$60
 

1301$14
 

1936$18
 



Exhibit 3 continued
 

Charges for Rice
 

Dispatching 1$00 t 

JAP 

Transport 

Recept ton 7$00/sack 

Central Warehouse 7$00/sack 

Labor 


Total Reception 


Handling and Distribution (657)
 

Freight A:yuncv 600$0) Mt 
Ware hois MWN<is ack 
Tran por),t ISS!V$'' Mt 
JA ii i M A4t 
L io i /us ,,ding 300$00 Mt 
.IAP! .la d () It-!, G(3 
Transport I O()O.M 
Ware house 7SO0,/sac 
Recepon 7$00/ ack 

Total Handling and Distribution 


Total Peception/Fandling/Distribution 


11$00
 
246$00
 
180$00
 
140$00
 
140$00
 
20$00
 

737$00
 

390$00
 
91$00 

117$00 
94$90
 
195$00
 
192$40
 
117$00
 
91$00 
91500 

1,379$30
 

2116$30
 



Exhibit 3 continued
 

MOAVE's charges for flour
 

The 1980 shipment of 4,972 MT of wheat was discharged at the port 
of MindelI and was handled directly by MOAVE. The Director of
 
MOAVE was very helpfH' in providing a detailed breakdown of cost
 
and all supporting do, mentation to justify how these cost 
were 
derived. This information has been placed in the project file for 
those int:erestied. 

While the wheat arr-ived in October 1986, it was placed in MOAVE's 
storage fLcilities and was not actually milled until 1987. Total 
wheat mil led by MOAVE in 1987 produced 12,364 MT of flour. A 
summary of costs is pres-nted as fo]lows: 

Cost per Ton
 
Depreciation of plant and equipment 

5,525,735$00/12,364 MT 447$00 

Fire insurance 1,000,000$00/12,36A MT 81$00
 

Real estate tax 
0. 15 x 382,500$00 57,376$00 
0.02 x 524400 1,148$00
 

58,524$00/12,364 MT 5$00 
Raw materials 

1,382500 x 11,382 15,730$00
 

Water and electricity consumption 
 682$00
 

Transfers 
 50$00
 

Consumables 
 715$00
 

Indirect cost
 
Administrative cost 3,014,940$00/12,364 244$00
 
Warehouse services 1,987,265$00/12,364 161$00
 
Auxiliary services 1,672,577$00/12,364 136$00
 
General Expenses 2,570,000$00/12,364 208$00
 

Direct labor 5,248,759$00/12,364 425$00
 

Inter-Island distribution 15,071,503$00/12,364 1,219$00
 

Total cost of production/distribution 20,103$00
 

Note: TotaI production and distribution costs are greater than
 
the GOCV set sales price of 18,500$00 a ton.
 

Through milling the 4,972 MT of wheat, approximately 20 percent
 
or 994 MT of bran was produced. MOAVE sells all bran produced for
 
animal feed at a price of 6,000$00 a metric ton. This would have
 



generated form the P.L. 480 shipmnt approximately 5,964,000$00. 

The total results of the mills operation help to provide details 
whether the cost ditfference becween the NDl" price and the selling 
price are just ified. 

Total Revenue Generated 

Flour 
12,364 MT x 18,500$00 	 228,734,000$00
 
Bran 3,568 MT x 6,000$00 21,408,000$00 
By-products 90 MT x 1,000$00 90,000$00
 

Total 
 250,232,800$00
 

Less 	 Cost of Production 
12,364 x 20,103$00 248,553,492$00
 

Profit 
 1,679,308$00
 

This results in only .0067 percent profit on sales. It is only
through the sale of bran and by-products that the mill even made 
any profit.
 

The Director informed me that the reason for the low profit 
margin is that OIOAVE is required to use donated wheat. At the 
present t im" he appears to he frustrated because he can purchase
wheat on the world market for 7,500500 MT yet he must pay NDF 
9,0OO() MT. He alsoe stated that neither the NDF price nor the 
sales price had sincecianged 1984. On occasnumerous ions, he has 
requested the I) ire.Ctorate (Gelleral ol C Ommerce to adjust the NDF 
price. Ihese 
in l187, and 

request 
already 

were 
once 

made once in 
in 1988. To 

1985, twice in 1986, 
date he has received 

once 
no 

responso. 



Exhibit 4 

Explanation of Columns for the P.L. 480 Local Currency Journal
 

The column "Date" enter the date of transaction.
 

The column "Description" enter a description of the transaction,
 
for example; 

Deposit of local currency - Enter the date of commodity arrival, 
type of commodity received and the document number of the 
Statement of Receipt of International Aid. 

For expend it ure of local currency - Enter the document number of 
the requcst for funds received from MDRP, a brief description 
describing the payment ie., payment for salaries and materials 
for the month of January, And the number of the check with which 
funds were deposi ted o >IDRP's account. 

The column "Ul" is used only for commodity arrival and funds due 
the localI currency account. Enter the total metric tons received 
by EMPA. 

The column "Escudos per MiT" enter the difference between the 
sales price of the particular commodity less EMPA's allowable 
charges. 

The column "Local currency deposit/ value" enter the total amount 
due the local currency account for the particular shipment, i.e. 
equnIs total metric tons received times the column escudos/MT. 

The column "Local currency deposit/cumulative" this column 
maintains a running total of the amount due the account. 

The column "Disbursements/Month" enter the total amount of local 
currency disbursed for the month to cover WDP expenses. 

The column "Disbursements/ Cumulative" maintains a running total 
of all disbursement made from the account. 

The column "Balance" - enter the difference between the 
cumulative amount due the account and the cumulative amount 
disbursed from the account. 

I



--------------------------------------------------------------------------------- ----- --------- -----------

-----------------------------------------------------------------------------------------------------------------------------------------------------------

Exhibit 4 continued USAID WAiERSHED LEVELUP fN1 PROJECI 

LOCAL CUPRENCY ACCOUNT 

DATE DESCRIPTION MT ESUDOS LUCAL CURHENCY DEPOSITS DISBURSE MENTS/W[P BALANCE
DI 
 DUE 


A-B
 

VALUE CUMULATIVE A MONTm CUMUIlATIVE B 
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Exhibit 6 

,MINISTERIO.DO DESENVOLVIMENTO 

, irabalhos na B. H. da R.* de 

Proj.MDRP./' i/_s 

RURAL 

do 

E.PESCASk 

__ 

limcro 

docu Ientc 

/ 

I 

N omcrro-. 

grAius - J r"•durcl 

-

_ _ / 

/ : . 

_ _ 

... . . . 

. . 

. $.. 

/ TOTAL . . . $j 

/ _ _ _ _ $__ 

_ 

Verba nulori'ada..................... 
Dispendida arnteriornento .... .. . .. o . .. * ; ..... 

/ $ 

Sa....d.. $t~:P'I...............

/0$. 

I I 

I ' _ _ _ _ 

Mcod. TJC5A/. TOTAL..... . .... __ 
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Exhibit 7 (cant.)
 
MINISM~IC DO DESEINVlorlVIm 
DIRECCAD DEAO
CONSERV
 
DIAECCAD EICS
SHUVCCS DE 

QDc.DO 7X Co NAE L DE HE7AO DISTiDEDICAD7Ik 
NA?!0 CCNSTRL:AO CONSIAUCAD PLANTACAD INSIALACHS FUNI.A:2DS A PAU?A HEARACAO A LAWCO DE 

DE;UNDCO DE DE CE ESPIGCES HDTUBO BR~A.PAR COS2" CCHILRCA DE DE SENINTES DE 
3ACIAS EID;.IO~hFICA5 DELE-ADA LEA SfULCACOS BABOSA V3 C.NAl DEkr.,,k DE;1kOEv DEEDVAjCRi CESS ATA 

R:IEIF'A D! CUSA
 
RIBETRA PRISCIPAL 800C.
 
P.I -IRA DESAD F.!GUEL 55 243 91500 
1IH!IRA DEFLAMNGOS 100 596 600 7203 
EINEI?. D: S.,'TO ;005S 

RE5IDA D.S A NA CEL
P4U39 

?]DADS CC27 3 

R3E A DE MNGUOE 50.3 5 
R.!H:B~ DE S.£O .INCOS 7 
R:3 z-17A DE S. FRAXCIS:C 1. 022 
RISI A.Di S.7-EiOR!-hTE 150 !29.71 E.4 135 
PRC2DCOO DE, PiEl? 231.5 1.3; icC, 

TC'A IV.D.F.) 15! 1239 0 0 525. 8 1051 799.23 5.71 13:!0; 0 

klI71!A DE PRAII ED!MOSA 11*1 
RI.;EIRA USJO.Q VAR "-A 203 622, 10.2 
RIBEIRA S.J;AO Ap.!IS7A 15 10010.25 
DEPESA Di US!K LCPES 

M...S.F.... 1.239 .TOTA.L 1H5 0 0 9259.! 161! 1M6.? 1 5!9:4 20.5 

http:10010.25


Exhibi t 7 (cont.) 
MIX1S!ERID DODESENVCLVI1 
DIRECCO GERkL Dk CONSERY 
D1RECCAODOSSERYICOS DE 
Q11010 DoR550KG DOS7RAB 

SLLCOS 0550CO
Sc. DE N:. DEPLANTAS PREA MulO D: VALAI Cc3ST0CAD DE D!

EACiAs EiDRAFICA! CALDEISAS FIXIDAS SENEFICIk O LONGITUDINAL TANQL'EFENAC CONG MURO 5010175E ABEETAs RES!17ATORIO 
PREVISTAS EXECUTAD).S PREVIS7AS PLAN70ASi EA N:. VOLI'ME MN71SSEKEADO PLANTADO VOLUM.E VOILKE CkPACIDAD Y2 

TARRAFAL Eil7o ISCooc 107211 5i3.0 410 
RIBEIR! DE CUBA 30101 54390 05.4 6c.201 

R13513A PRIECIPIL 195,10 E~oo 16.5 40 
RTEOIA DE SAC MIGUEL 3072; 5001 4",4!3 101.2 
R2BEIEA DE FLAIFNGOS 2257 520 3575S7 95.4 1 30 to 
RIBEIRA DiSAL7CS Woo0 17004 441.5 
R15513A DF SAX7A CRUZ 71557 00000 i2^-20: 335.0 33.5, 1 113.5 22!1 300 356. 
RIBOIRE ?Icos 50: 333 115.0 28 3600 3 445.! 130DOS 
RIBEIRA 12CA%0 1E2 iis 341.5 2405 3 702.8 235.318. 14
RIEP i18000 ~ 3!.t 5. 10410 2 267 97 C 15 1aO 145K2 
R100 2 "i32E OOC 5 cI 

DO M. -10 252 1307 3 717 .I?.N::S23 

.0 070
 

RIOEIIAco "1321 3 ?'r 1.EO~S E: 0 80 149 4201

D PC.AILi.12 271.s 271295 74.2A !!n0! !23 5070 195. 200, 20. 

' .DEJ:m :O!F0 S A1 i D - ... A405 110 

TCTAl'-
D.G.C.S.F.E.R. 111D .160!73 764E01 724142 i772.6 1151.9 !1045 14 43!9 i5:3. 65170 060.3 4652 !33.? 
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