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INTRODUCTION 

I n  r e s p o n s e  t o  a  r e q u e s t  f r o m  t h e  A s i a  B u r e a u ,  t h e  O f f i c e  o f  t h e  
R e g i o n a l  I n s p e c t o r  G e n e r a l  / A u d i  t / W a s h i n g t o n  h a s  p e r f o r m e d  a  
1  i m i t e d  r e v i e w  o f  S m a l l  V a l u e  I t e m s  P r o c u r e m e n t s  U n d e r  D i r e c t  
R e i m b u r s e m e n t  A g r e e m e n t  w i t h  t h e  K o r e a  S t a n d a r d s  R e s e a r c h  I n s t i t u t e  
( L o a n  No. 489-W-093) .  The r e v i e w  was done t o  d e t e r m i n e  w h e t h e r  
f u n d s  d e p o s i t e d  i n t o  an  i m p r e s t  a c c o u n t  h a v e  b e e n  a c c o u n t e d  f o r .  
I n  o u r  o p i n i o n  t h e  f u n d s  h a v e  b e e n  a d e q u a t e l y  a c c o u n t e d  f o r ,  b u t  
we d i d  n o t e  t h a t  some f u n d s  had  b e e n  e x p e n d e d  a f t e r  t h e  t e r m i n a l  
d i s b u r s e m e n t  d a t e .  

BACKGROUND 

A $5.0 m i l l i o n  l o a n  was a u t h o r i z e d  on  S e p t e m b e r  18 ,  1975 t o  p r o v i d e  
f o r e i g n  e x c h a n g e  f o r  t h e  p r o c u r e m e n t  o f  i n d u s t r i a l  s t a n d a r d  e q u i p -  
m e n t ,  m a t e r i a l s  a n d  s u p p l i e s ,  w i t h  t h e  o b j e c t i v e  o f  d e v e l o p i n g  
a n  e f f e c t i v e  n a t i o n a l  m e t r o l o g y  s t a n d a r d s  s y s t e m  t o  b e  managed 
b y  t h e  K o r e a n  S t a n d a r d s  R e s e a r c h  I n s t i t u t e .  

Based  on  a  Memorandum o f  U n d e r s t a n d i n g  d a t e d  J a n u a r y  15 ,  1976 ,  
t h e  N a t i o n a l  B u r e a u  o f  S t a n d a r d s  o f  t h e  U. S. D e p a r t m e n t  o f  
Commerce a g r e e d  t o  p r o v i d e  s c i  e n t i  f i c  a n d  t e c h n i c a l  a d v i c e ,  a1 o n g  

' w i t h  a d m i n i s t r a t i v e  a s s i s t a n c e ,  t o  t h e  K o r e a  S t a n d a r d s  R e s e a r c h  
I n s t i t u t e .  

The I n s t i t u t e  a s s i g n e d  a  C o o r d i n a t o r  t o  r e p r e s e n t  t h e m  a t  t h e  
N a t i o n a l  B u r e a u  o f  S t a n d a r d s  i n  t h e  U.S. ,  a n d ,  p r o v i d e  a d m i n i s -  
t r a t i v e  s u p p o r t  f o r  a c t i v i t i e s  c a r r i e d  o u t  u n d e r  t h e  t e r m s  o f  
t h e  Memorandum o f  U n d e r s t a n d i n g .  

We r e v i e w e d  D i r e c t  R e i m b u r s e m e n t  A u t h o r i z a t i o n  (DRA) No. 06 i n  
t h e  i n i t i a l  a m o u n t  o f  $200 ,000 .  T h i s  a u t h o r i z a t i o n  was t o  
p r o v i d e  f i n a n c i n g  o f  S m a l l  V a l u e  I t e m s  u s i n g  a  m e t h o d  t h a t  
c o n f o r m s  t o  n o r m a l  c o m m e r c i a l  p r a c t i c e .  Imp1 e m e n t a t i o n  L e t t e r  
No. 12 ,  d a t e d  J u l y  13 ,  1978 ,  s e t s  f o r t h  t h e  p u r p o s e  o f  D R A  N O .  6.  

Some o f  t h e  f u n d s  f r o m  D R A  03  w e r e  c o m m i n g l e d  w i t h  t h o s e  f r o m  
D R A  06.  A I D  o f f i c i a l s  hand1 i n g  t h e s e  m a t t e r s  b e l i e v e  t h a t  



t e x t b o o k  p u r c h a s e s  f r o m  DRA 03 w e r e  t r a n s f e r r e d  t o  DRA 0 6 ,  b e c a u s e  
o f  t h e  r e 1  a t i v e l y  s m a l l  u n i t  c o s t .  As a  r s s u l  t we 1  o o k e d  a t  some 
t r a n s a c t i o n s  i n  a d d i t i o n  t o  t h o s e  r e s u l t i n g  f r o m  DRA 06. 

U n d e r  t h e  p r o v i s i o n s  o f  Imp1 e m e n t a t i o n  L e t t e r  No. 1 2  U S A I D / K o r e a  
a g r e e d  t o  make a n  i n i t i a l  d e p o s i t  o f  $30 ,000  t o  a  d o l l a r  a c c o u n t  
e s t a b l i s h e d  b y  t h e  I n s t i t u t e  a t  a  b a n k i n g  i n s t i t u t i o n  i n  t h e  U .S .  
Whenever  t h e  b a l a n c e  o f  $ 3 0 , 0 0 0  was d r a w n  t o  a  1  eve1  o f  $10 ,000 ,  
t h e  I n s t i t u t e  w o u l d  s u b m i t  t o  USAID a  r e q u e s t  f o r  r e p l  e n i s h m e n t  
o f  t h e  a c c o u n t .  The I n s t i t u t e  C o o r d i n a t o r  i n  t h e  U.S. i s  empcwered  
t o  make d i s b u r s e m e n t s  f r o m  t h e  f u n d s  f c r  t h e  p u r p o s e  s p e c i f i e d .  

T h r o u g h  d i s c u s s i o n s  w i t h  a  number  o f  o f f i c i a l s  who a t  o n e  t i m e  
w e r e  a s s o c i a t e d  w i t h  t h e  K o r e a  p r o g r a m  ( i t  t e r m i n a t e d ,  o f f i c i a l l y ,  
on  S e p t e m b e r  30 ,  1 9 8 0 )  a n d  an e x t e n d e d  f i l e  s e a r c h ,  we d e t e r m i n e d  
t h a t  amendments  r a i s e d  t h e  number  o f  I m p l e m e n t a t i o n  L e t t e r s  t o  a t  
l e a s t  17,  a n d  t h e r e  c o u l d  b e  more.  I n  t h e  p r o c e s s ,  t h e  o r i g i n a l  
$200,000 c e i l  i n g  was l i f t e d ,  b u t  we w e r e  u n a b l e  t o  f i n d  a  d o c u m e n t  
w h i c h  s p e c i f i e d  b y  how much. 

A c c o u n t a b i l  i t y  

A l l  f u n d s  d e p o s i t e d  i n t o  t h e  ( i m p r e s t )  a c c o u n t  h a v e  b e e n  
a c c o u n t e d  f o r .  A number  o f  p r a c t i c e s  came t o  o u r  a t t e n t i o n  
w h i c h  -- i f  t h e  p r o j e c t  w o t i l d  s t i l l  b e  o n g o i n g  -- we w o u l d  
recommend f o r  m o d i f i c a t i o n s .  T h a t  i s :  

a. No ~ r i t t e n  d e f i n i t i o n  e x i s t s  a s  t o  w h a t  c o n s t i t u t e s  
a  S m a l l  V a l u e  I t e m .  I t  i s  t h e  K o r e a n  L i a i s o n  O f f i c e r ' s  i m p r e s s i o n  
t h a t  i t  i s  $20 ,000 .  O f  t h e  t o t a l  1 9 5  c h e c k s  w r i t t e n  s i n c e  t h e  
a c c o u n t  was e s t a b l i s h e d ,  t w o  e x c e e d e d  $20 ,000 ,  t h i r t y  f e l l  i n t o  
t h e  $ 5 , 0 0 0  t o  $20 ,000  r a n g e ,  a n d  t h e  r e m a i n i n g  163  w e r e  b e l o w  
$5,000.  M o r e o v e r ,  n i n e  r e p l e n i s h m e n t  c h e c k s ,  s u p p o r t e d  b y  p r o p e r  

o c u m e n t a t i o n ,  r e s t o r e d  t h e  b a l  a n c e  i n  t h e  a c c o u n t ,  b u t  s e v e n  
2 x c e e d e d  t h e  a m o u n t  e n v i s i ~ n e d  b y  Imp1 e m e n t a t i o n  L e t t e r  No. 1 2  

( $ 2 0 , 0 0 0 ) .  One t r a n s f e r  a m o u n t e d  t o  m o r e  t h a n  f i v e  t i m e s  t h a t  
f i g u r e  ( $ 1 0 2 , 4 7 0 ) .  

b .  The a c t u a l  c a s h  b a i a n c e  i n  t h e  a c c o u n t  a t  o n e  t i m e  
s a n k  t o  a  l e v e l  b e l o w  $1.00,  c a u s i n g  t h e  K o r e a n  L i a i s o n  O f f i c e r  
t o  make t w o  i n t e r e s t - f r e e  a d v a n c e s  f r o m  h i s  own p e r s o n a l  r e s o u r c e s :  

M a r c h  15,  1 9 8 0  $ 5,OOC 

May 17,  1 9 8 0  

We w e r e  t o l d  t h a t  t h e  c a s h  r e p l  e n i s h m e n t  c y c l e  t o o k  
s o  much t i m e  t h a t  s u c h  a c t i o n  was n e e d e d  t o  p a y  s u p p l  i e r s .  



c .  We c o n f i r m e d  t h e  bank  b a l a n c e ,  b y  p h o n e ,  o n  
A u g u s t  20, 1981,  a n d  a1 so e s t a b l i s h e d  t h e  f a c t  t h a t  t h e  p r o j e c t  
s t i l l  owes t h e  L i a i s o n  O f f i c e r  t h e  $ 1 0 0  he a d v a n c e d  f r o m  p e r s o n a l  
r e s o u r c e s ,  t o  open  t h e  a c c o u n t  i n  1978 .  

d. The a c c o u n t ,  e s t a b l i s h e d  e x c l u s i v e l y  t o  hand1  e  
D R A  06  t r a n s a c t i o n s ?  a1 so a c t e d  a s  a  p a y m e n t  v e h i c l e  f o r  a  s i g -  
n i f i c a n t  v o l u m e  o f  o t h e r  p r o j e c t  t r a n s a c t i o n s ,  p r i n c i p a l l y  t e x t b o o k  
a n d  s c i e n t i f i c  j o u r n a l  a c q u i s i t i o n s .  C o n s e q u e n t l y ,  t h e  t o t a l  
t r a n s a c t i o n s  a n d  c a s h  t r a f f i c  e x c e e d e d  t h a t  c o n t e m p l a t e d  i n  
i n  t h e  a u d i t  r e v i e w  r e q u e s t  ( E X H I B I T  C ) .  On one  o c c a s i o n  t h e  
a c c o u n t  i n  t h e  a m o u n t  o f  $2,657 was u s e d  a s  an  a c c o m m o d a t i o n  
c l e a r i n g  a c c o u n t  f o r  a  n o n - p r o j e c t  a c t i v i t y .  

e .  B e c a u s e  o f  t h e  c o m m i n g l  i n g  o f  t h e  S m a l l  V a l u e  I t e m s  
F u n d  w i t h  t h e  L i b r a r y  Fund,  t h e  c u r r e n t  D R A  06  b a l a n c e  i s  t e c h -  
n i c a l l y  i n  an o v e r d r a f t  p o s i t i o n ,  a n d  n e t s  o u t  w i t h  a  p o s i t i v e  
b a l a n c e  o n l y  b e c a u s e  o f  t h e  s u r p l u s  i n  t h e  L i b r a r y  Fund .  

f. Because  o f  t h e  c o m m i n g l i n g  o f  f u n d s ,  a n d  t h e  
c o n s e q u e n t  a u d i t  o f  t r a n s a c t i o n s  o t h e r  t h a n  S m a l l  V a l u e  I t e m s  
i n  DRA-6, we f o u n d  t h a t  t h e  p r o j e c t  may h a v e  b e e n  o v e r c h a r g e d  
b y  a s  much a s  $3,102.15.  I n  m a t c h i n g  t w o  d i s b u r s e m e n t s  t o t a l i n g  
$31 ,235 .50  w i t h  e q u i v a l e n t  i n v o i c e s ,  we f o u n d  o n l y  p r o  f o r m a  
i n v o i c e s  t o t a l i n g  $29 ,715 .50  and  a c t u a l  i n v o i c e s  t o t a l i n g  
$28,133.35.  F a c t o r s  t h a t  c o u l  d  e f f e c t  t h e  u l  t i m a t e  s e t t l  emen t  
a r e  f r e i g h t  a n d  b o o k s  t e m p o r a r i l y  o u t  o f  s t o c k  a n d / o r  p r i n t .  

g. We u s e d  t h e  t e x t b o o k  t r a n s a c t i o n s  a s  an o p p o r t u n i t y  
t o  a s k  w h e t h e r  a n d  how r e c e i p t  o f  a l l  p r o c u r e m e n t s  i n  K o r e a  was 
b e i n g  a c k n o w l e d g e d .  We w e r e  t o l d  t h a t  no  a r r i v a l  r e p o r t i n g  
s y s t e m  e x i s t s .  C o n s e q u e n t l y  we a r e  u n a b l e  t o  comment o n  t h e  
p o s s i b i l  i t y  o f  s h o r t - s h i p m e n t s ,  b r e a k a g e ,  o r  t h e f t .  

c h. P r i c e  c o m p a r i s o n s  b e t w e e n  u n i t  c o s t s  e s t i m a t e d  
b y  t h e  I n s t i t u t e ,  p r e s u m a b l y  f r o m  o l d  c a t a l o g u e s ,  a n d  a c t u a l  
b i l l i n g s  e s t a b l i s h e d  r e a s o n a b l y  c l o s e  p r i c i n g .  W h i l e  i n  some 
i n s t a n c e s  t h e  a m o u n t  b i l l e d  e x c e e d e d  t h e  e s t i m a t e  b y  a  s i g -  
n i f i c a n t  p e r c e n t a g e ,  we w e r e  a b l e  t o  o b t a i n  some c u r r e n t  p r i c e  
e s t i m a t e s  f r o m  t h e  s u p p l i e r ,  a n d  f o u n d  t h a t  p r i c e s  q u o t e d  w e r e  
c l o s e  t o ,  o r  h i g h e r  t h a n  t h e  one  b i l l e d .  Our  s a m p l e  c o v e r e d  
1 2  i n d i v i d u a l  i t e m s  v a l u e d  a t  $3 ,906 i n  A u g u s t  1979 .  They w o u l d  
h a v e  c o s t  $5 ,708,  t w o  y e a r s  l a t e r .  

Paymen ts  A f t e r  T e r m i n a t i o n  D a t e  - 
N o i w i  t h s t a n d i n g  a  T e r m i n a l  D i  s b u r s e m e n t  D a t e  (TDD)  o f  

M a r c h  18, 1981 ,  f o r  t h e  e n t i r e  l o a n ,  t h e  S t a t u s  o f  D i s b u r s i n g  



A u t h o r i z a t i o n s  R e p o r t ,  d a t e d  J u l y  31, 1981,  i d e n t i f i e d  a t  1  e a s t  
t h r e e  d i s b u r s e m e n t s  s u b s e q u e n t  t o  t h e  TDD: Two o n  A p r i l  3, 1981 ,  
a n d  one on J u n e ,  1981 .  The A p r i l  d i s b u r s e m e n t s  a p p l i e d  t o  D R A  02  
a n d  04,  r e s p e c t i v e l y ,  w h i l e  t h e  J u n e  payment  was o n  D R A  01.  
Because  r e p o r t i n g  t a k e s  p l  a c e  o n  an i n c e p t i o n - t o - d a t e  b a s i s ,  a n d  
p r o v i d e s  o n l y  d a t e  o f  l a s t  t r a n s a c t i o n ,  we a r e  u n a b l e  t o  r e a d i l y  
d e t e r m i n e  how much t h e s e  pos t -TDD p a y m e n t s  a m o u n t e d  t o .  

Recommendat ion  No. 1 

A s s i s t a n t  A d m i n i s t r a t o r / A S I A ,  i n  
c o n j u n c t i o n  w i t h  t h e  O f f i c e  o f  
F i n a n c i a l  Management, d e t e r m i n e  t h e  
v a l u e  o f  t h e  paymen ts  made a f t e r  
t h e  t e r m i n a l  d i  s b u r s e m e n t  d a t e ,  
a n d  t h e n ,  i n  c o o r d i n a t i o n  w i t h  A I D ' S  
G e n e r a l  C o u n s e l ,  d e t e r m i n e  t h e  
l e g a l  i t y  o f  t h e  t h r e e  p o s t - T e r m i n a l  
D i  s b u r s e m e n t  D a t a  p a y m e n t s ,  and ,  
i f  n e c e s s a r y ,  o b t a i n  t h e  r e q u i r e d  
a u t h o r i z a t i o n s  o r  i n s t i t u t e  a c t i o n  
t o  r e c o v e r  t h e  f u n d s .  



E X H I B I T  A 

L I S T  OF REPORT RECIPIENTS 

D e p u t y  A d m i n i s t r a t o r  ( D / A / A I D )  

A s s i s t a n t  A d m i n i s t r a t o r / B u r e a u  f o r  A s i a  ( A A / A S I A )  

D e p u t y  A s s i s t a n t  A d m i n s t r a t o r / B u r e a u  f o r  A s i a  ( D / A A / A S I A )  

O f f i c e  o f  F i n a n c i a l  Management  (FM)  

G e n e r a l  C o u n s e l  (GC)  

I n s p e c t o r  G e n e r a l  ( I G )  

A I G / I I  

IG/PPP 

IG/EMS/C&R 



Korea S ta~~dards  Research ~ I n s t i  t u l c  jljSR~-Clison O f f i c e  
Cash Flow Analysis Of Special  Impresl ~und--- .. . - - - - - - - - - -- -- - . - .- . - - -- - 
@_us!. 1L. 1970 hrougl,- l\ugust_2L1901 

Transac .- t i o n  . Per AID Records - - - -- -- - 
No. Da l e  - - lunoun l 

Tota ls  

Tota ls  

Balance on Hand, August 20, 1901 -- 

Per RlGGS De o s i t s  -. - - . - - -- - Per HlCGS Dcposi t s  
o6 @Pr -. -- [!I- - - ,iavaiic - -- - - e i - l ~ ~ ~ i a n  - - - -- - - - -. i l o n s ~ q -  . . -. - . - - - . - DRA-a---- . . . - - . - . - -- 

Date - hnount - '  - Da t e  An~oun t D e s c r ~ e t i o n  

$ 30,000.00 70 $ 100.00 A L.iaison O f f .  
70.000.00 3-29-79 12.302.80 B L i b r .  Fund 
40.071.19 4-17-79 78.516.20 0 L i b r .  Fund 
59.920.01 9-17-79 2.657 .OO A Acco~~~rloda t i o n  

102.469.50 3-19-80 5.000.00 A L i a i s o n  O f f .  
20.530.42 5-27-00 4,500.00 A l i a i s o n  O f f .  
11,300.59 
50.000 .OO 
11,237.31 

- Total  Deposits $490,701.90 

5 1  eni  shment Reporl~,.  3ate.- Other RICGS Charges 
Dale -- houri t -- Anioun t D e s G t f l t -  

Total Oisbursements -- 

I/ Paid o r  Adjusted By AID'S Of f i ce  o f  F inanc ia l  Management 

$ 15.09 'Bank Charges 



MEMORANDUM 

TO: AAG/W, Mr. Herbert Becki ngton 

FROi4: A/AA/ASIA, Frederick il. Ichieck 6, 
SUBJECT: Request f o r  Audit: Korea Standards Research I n s t i t u t e  

Loan No. 4894-093 

Background: The sub j ec t  $5.0 n i l  l ion 1 oan has author ized on 9/18/75 
t o  provide fo r e ign  exchange f o r  t h e  procurement of i ndus t r i a l  s t andards  
equipment, ma te r i a l s  and supplies,  with t h e  ob j ec t i ve  of developing an 
e f f e c t i v e  nat ional  met rol  ogy standards .system and e s t ab l  i sh i  ng t h e  Korean 
Standards Research I n s t i t u t e  (KSRI) t o  manage t h e  system. Based on a 
Memorandum of Understandi nq da_ted>/_1_5[76, t h e  tjational Bureau of 
Standards (NBS) of  the U.S. Department of Comerce agreed t o  provide 
scientific and technica l  advice, along with admin is t ra t ive  a s s i s t a n c e  
t o  KSRI. 

Funds from t h e  loan  have been ful  l ~ o m n i t t e d  and disbursed,  e x c e p t  
a small balance of $37,932 -- t o  cover payments of commodities and small 
value  items ( S V I s )  ordered p r i o r  t o  exp i ra t ion  of the Terminal Date 
f o r  Requesting Disbursement (TDD). The o r ig ina l  TDD of 9/19/78 was 
extended t o  9/19/79 and, subsequently, t o  9/18/80 and 3/31/81. 

Under the t e r n s  of t h e  Memorandum of Understanding dated 1/15/76, and 
per  Imp1 ementat i on Le t t e r -  No. 4 da_t_ed-9'3/_6, KSRI has assigned a 
Coordinator t a  r ep re sec t  KSRI a t  t h e  NBS i n  the U.S. ana, i n  zooperat ion 
w ~ ~ r ' i Z € F ~ . T T f f i ~ a  I S  , t o  provide admi ni s t r a t i v e  support  f o r  
a c t i v i t i e s  t o  be c a r r i e d  out under the terms of t h e  Nemorandum of 
Understanding. Imp1 ene_n_tation-1 e t t e r  No-:__l?_,-$ated 7/13/78, earmarked 
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an i n i t i a l  amount o f  $200,000 f o r  procurement of SVIs t o  be f inanced 
through a DRA t o  USAID/Korea, using a method t h a t  conforms t o  normal 
commercial p r ac t i c e .  Under t h e  provisions of t h i s  Imp1 ernentati on Le t t e r ,  
USAID agreed t o  make an i n i t i a l  deposi t  i n  an amount of $30,000 t o  a 
d o l l a r  account e s t ab l i shed  by KSRI a t  a banking i n s t i t u t i o n  i n  the U-S. 
This is t h e  Riggs National Bank i n  Washington, D.C. Whenever t h e  bal ance 
of $30,000 is drawn down t o  a 1 eve1 o f  $10,000, KSRI would submit t o  
USAID a request  f o r  replenishment of t h e  account. The KSRI Coordinator 
i n  t h e  U.S. i s  empowered by t h e  KSRI Pres ident  t o  make disbursements 
from t h e  funds provided f o r  t h e  purpose spec i f i ed -  

Action Requested: S ince  t h e  procedure descr ibed above -- i . e., a B o r r o ~ e r ~ s  
r ep re sen t a t i ve  having f r e e  hand t o  manage a do1 l a r  account i n  a U-S- banking 
i n s t i t u t i o n  -- is somewhat unusual i n  A.I.D. f i nanc i a l  p r ac t i c e ,  
we be1 i eve  t h a t  i t  would be kppropr ia te  t o  h a w  t h i s  account aud i ted  
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The audi t  should ascer ta in  t h a t  (i) t h e  r e  uirenents s e t  f o r t h  i n  Implementation .- - 
Let t e r  No. 12 have been adhered t o  a&im77"iid~dep0ied-- 
i n t o  this account have L&e~icc50unt 'eddfoC Per Status of Disisur_sing - 

Authari zat  i on daLed5/_31/81, t he  DRA f i nanci ng th is  R i  ggs account 
amounted to ,JU&S.?.  68. 

Accordingly, your ass is tance i n  conducting a limited scope audi t  of 
t h i s  DRA zccount would be appreciated p r io r  t o  our placement of this 
loan i n  inactivg status.  r Pro jec t  Development 
Off ice  (ASIA/PD) i s  avail 




