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Implementation and managem?nt problem continue to exist i n  the CRS 
program. Our audit disclosed weaknesses, a lack of records and controls, 
losses of d i t i e s ,  non-payment of claim, and swell iance efforts 
that  w e r e  not  adequate t o  ensure tha t  carmodities and program generated 
funds were used effectively i n  accordance w i t h  A .  I .D. regulations. 
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I&; INDIA 

l3xEarI'IvE SUMMARY 

Introduction 

The United S t a t e s  Government has been donating PL 480, T i t l e  I 1  carmodit ies  
to India f o r  over 30 yea r s  t o  meet urgent  r e l i e f  r e q u i r e n t s ,  canbat mal- 
n u t r i t i o n ,  and p m t e  econanic and a m u n i t y  developnent. The India  program 
is t h e  l a r g e s t  i n  t h e  world and has; received ccmnodities valued a t  more than 
$2 b i l l i o n ,  including ocean f r e i g h t ,  cluring t h i s  period. 

k e s e n t l y ,  T i t l e  I1 program a r e  k i n g  sponsored i n  India  by tw U.S. p r i v a t e  
voluntary agencies - CARE and Catholic: Relief Services  (CRS). Th i s  r epor t  
covers t h e  a c t i v i t i e s  of CRS. 1'he WLE program was reviewed earlier and is 
covered i n  a sepa ra te  r epor t  (No. Ei3Ei6-82-71 dated  June 7 ,  1982. 

CRS operates l a rge ,  va r i ed  and widely s c a t t e r e d  programs. They inc lude  food- 
for-work (l?FW), maternal and c h i l d  hea l th  (NX=H), school feeding, i n s t i t u t i o n a l  
hea l th ,  and o t h e r  c h i l d  feeding programs. A l l  are implemented by f i v e  CRS 
zonal o f f i c e s ,  which opera te  through a network of about 200 consignees, 7,500 
d i s t r i b u t o r s  and thousands of F"FW pro;iect sites located  a l l  over t h e  country. 
Under t h e  governing Indo-U. S. agreement , t h e  G o v e m n t  of India  (QOI ) is 
responsib le  f o r  t h e  clearance,  storage and t r anspor ta t ion  of camrxtities t o  
t h e  consignees. The GO1 has assigned t h i s  r e s p o n s i b i l i t y  t o  t h e  Food 
Corporation of India (XI). 

CRS' approved program l e v e l s  t o t a l e d  445,000 metric t o n s  of c-ties 
valued at $172 mi l l ion  during t h e  th roe  yea r s  covered by our aud i t .  
The camnodities were to  be d i s t r i b u t e d  to  an est imated 1.6 to 1.9 mi l l ion  
benef ic i a r i e s .  

The aud i t  was made to  determine i f  t h e  program was being ( a )  c a r r i e d  out  i n  
accordance with AID regula t ions ,  pc)lic:ies and ob jec t ives  , and (b )  implemented, 
m a g &  and monitored i n  an e f f i c i e n t  manner. 

Findings and Conclusions 

Our aud i t  d isc losed t h a t  implementzction, m i a g e r e n t  and m n i t o r i n g  problans 
continue to  exist i n  t h e  CRS progran even a f t e r  30 year s  of operat ion,  and 
d e s p i t e  critical c a m e n t s  made i n  preilious a u d i t  r epor t s .  In  b r ik f  , our 
s e l e c t i v e  reviav  d isc losed t h a t :  



The FFW program, which represents  about 50 percent of t h e  total 
CRS program i n  t e r n  of c m d i t y  input ,  w a s  poorly manwed. 
D o c m n t a t i o n  and con t ro l s  w e r e  inadequate, project  proposals 
were not based on i den t i f i ed  need, and no systematic evaluation 
w a s  made t o  determine i f  pro,jects were compl.eted as planned or 
i f  they were productive. S t t ~ k  and attendance records were not 
ava i l ab le  o r  w e r e  unre l i ab le  a t  11 of t h e  13  cen te r s  v i s i t ed .  
In addi t ion,  t he r e  were i~lverltory di f ferences  at 6 cen te r s ,  un- 
acknowledged ccmnodities at 4 centers ,  and unsupported o r  i n f l a t ed  
d i s t r i bu t i on  claims at 5 cen1;ers. Overall ,  we found questionable 
uses of o r  unaccounted c c r m l i t i e s  t o t a l i ng  610,799 kgs., valued 
at $191,000 (pp.5-9). 

- Records and controls  i n  t h e  o ther  reeding programs were not 
adequate, although t h e  problems were not as  great with t h e  MX 
program. We v i s i t e d  34 cen te r s  and found: 

- unacknowledged ccmnodi ties a t  5 centers ;  

- unauthorized d i s t r i bu t i on  t o  i n e l i g i b l e  persons a t  7 cen te r s ,  
and i n f l a t ed  o r  unsupymrt.tul feeding claims a t  9 of t h e  15 
cen te r s  where we  obser'vecl food d i s t r ibu t ion ;  

- inadequate stock o r  k ~ ~ e f ' i c i a r y  records a t  14 centers ;  

- inventory di f ferences  a t  8 centers; 

- program dupl ica t ion at. 3 centers ;  and 

- consumption i n  excess of authorized r a t i on  rates at 
13 centers.  

Overall ,  w e  found t h a t  62,116 kgs.,  of a m m d i t i e s  valued at 
$39,515 were unaccounted o r  improperly used (pp.9,lO). 

The COI ins t rumenta l i t i e s  involved i n  t he  clearance,  s torage 
and t ranspor ta t ion of camdities were generally not honoring 
claims f o r  l o s t  o r  damaged canmdities. O f f i c i a l s  a t  these  
organizations contend they have no respons ib i l i ty  f o r  losses  o r  
damages under t h e  Indo-U.S. Ameement. A s  a result, claims were 
e i t h e r  not f i l e d  o r  have r a i n e d  pending f o r  long periods. Our 
s e l ec t i ve  review disclosed losses  involving 1.6 mil l ion kgs., 
of ccmnodities valued a t  $569,146 t h a t  were outstanding f o r  
several  years. 

The AID mission i n  India  has -1greed t h a t  t h e  Indo-U.S. agree- 
ment does not nmke these  OII ins t rumental i t ies  responsible f o r  
losses  o r  damages. A t  t h e  sane tim, however, it w a s  r e luc tan t  
to pursue t h e  matter with the 0 1 .  The mission bel ieves  such 
act ion could be unproduc:tive imd mutually enbarrassing. 
Consequently, it is unl ikely  the s i t u a t i o n  w i l l  improve. 
(PP* 11-13). 



- CRS had generally not f i l e d  claims or taken o ther  action agains t  
consignees and d i s t r i b u t o r s  f o r  t he  cost of unaccounted f o r  and 
rmsused comnodities. We l'clund such ins tances  involving 1.1 
m i l l i o n  kgs., of ccmnodities valued a t  $360,338 during t h e  audit. 
(pp. 13-16). 

- CRS in te rna l  review repor t s  do not d i sc lose  t h e  extent  or serious- 
ness of magement  and imp la r e~~ ta t i on  problem. Such repor t ing 
d i s t o r t s  information ava i lab le  about CRS' performance, and pre- 
vents  t h e  mission f r m  making a meaningful assessment of the  pro- 
gram's ef fect iveness .  (p.16). 

- CRS' survei l lance  e f f o r t s ,  repor t ing and follow-up were not 
adequate t o  ensure t h a t  ccmncldities and program fund generations 
were used e f fec t ive ly  and i n  accordance with AID regulat ions.  
(p.17). 

- Substant ia l  amounts of funds were being generated under t h e  pro- 
gram, but proper accountab:ili.ty was lacking to  ensure t h a t  t h e  
money was being us~xi f o r  auttiori.zed purposes. (pp.17,18). 

- Warehouse condit ions a t  C : i l c ~ ~ t t a  were less than s a t i s f ac to ry  . 
These condit ions contribut.txl t o  t he  w a s t e  and unauthorized 
diversion of cmmodit ies . ( pp .l9,2O ) . 

- Proctvlures f o r  est imating ccnmodity requirenents were def ic ien t .  
A s  a r e s u l t ,  w e  found overstcclting and in te r rup t ions  i n  t he  
feeding programs. (pp.20,:!1), 

In  t h e  3 consignee programs reviewed, w e  found indications ofrnajor d ivers ions  
and misuse of camYxlities at one, rmd a general lack of con t ro l s  a t  t h e  o ther  
two. A s  a r e s u l t ,  w e  concluded CRS' program m a g a n e n t  has not been su f f i c i en t  
t o  ensure t h a t  comnodities and p r o g m ~ ~ - ~  generated funds were used e f f i c i e n t l y  
and i n  accordance with AID regulations. Moreover, due t o  a lack of evaluations,  
information about program impact w a s  gerlerally not avai lable .  The CRS program 
has been ongoing f o r  mre than 30 yealas ,  ye t  no plan has been developed t o  
t r an s f e r  respons ib i l i ty  t o  local  resources. 

In our opinion, t h e  following f ac to r s  a r e  i n  pa r t  at least responsible f o r  
these  recurrent probl-: ( a )  t h e  program is too la rge ,  var ied  and scattered 
t o  be e f fec t ive ly  managed by CHS' l i m ~ t e d  resources; (b )  p ro jec t s  are approved 
without an e f f ec t i ve  review of the  consignee resources or capab i l i ty  t o  manage 
operations;  ( c )  consignees and d i s t r i b u t o r s  do not follow es tabl ished 
procedures and CRS does not take  act ion agains t  t h e  de fau l te r s ;  and ( d )  current  
T i t l e  I 1  regula t ions  a r e  q u i t e  s t r i ngen t  and place a heavy administrat ive 
burden on CRS' l imi ted resources. 

h l o s t  of t h e  problans not& i n  t h e  UKS program are similar t o  those  found i n  
t he  CARE program. Overall ,  w e  f e e l  t h a t  improvement is needed t o  nrstke t h e  CRS 
program m a t i b l e  with AID regulat ions.  We bel ieve  t h a t  improvements w i l l  be 
d i f f i c u l t  t o  make unless t h e  program i s  l imi ted t o  a more manageable size and 
an adequate system is developed t o  evaluate program r e su l t s .  However, our 
experience has been t h a t  AID is ge t~ern l ly  re luc tan t  to  reduce program sizes 
desp i te  cantinuing p r o b l m .  



Recannendations 

CRS has reacted very p o s i t i v e l y  to  t h e  a u d i t  f i n d i n g s  and has r epor t ed ly  
i n i t i a t e d  or planned corrective actions t o  improve program p e r f o m c e  
( p.4 ). I n  add i t i on ,  CRS has  made s i g n i f i c a n t  e f f o r t s  to  upgrade its 
WI program so t h a t  it w i l l  b e t t e r  add res s  AID'S n u t r i t i o n a l  o b j e c t i v e  
(pp.10 11) .  CRS hati also reduced its school  feeding  program by 60 percent  
from 4$5,000 k n e f  iciaries i n  f i s c a l  y e a r  1981 t o  197,000 i n  f i s c a l  yea r  
1984. F i n a l l y ,  t h e  AID mission and CRS are c u r r e n t l y  involved i n  a two- 
phased eva lua t ion  of  t h e  FF7V program. Phase I c o n s i s t s  o f  s e l e c t e d  asset 
and r e c i p i e n t  p r o f i l e  s t u d i e s  t o  determine program impact. Phase I1 invo lves  
t h e  d e v e l o p e n t  of  a monitor ing and eva lua t ion  system which t h e  mission 
expec ts  w i l l  be f u l l y  ope ra t iona l  by late 1981 o r  e a r l y  1985 ( p . 9 ) .  

We have not reccmnendtd a reduct ion  i n  t h e  CRS program. However, because o f  
cont inuing  p r o b l m ,  w e  have reccrmrended t h a t  t h e  mission e s t a b l i s h  a t i m e  
l i m i t  w i th in  which CRS mst demonstrate  t h a t  t h e  r equ i r ed  improvements have 
been made. (p .5 ) .  

I n  a d d i t i o n ,  w e  have m d e  6 o t h e r  reccnmendations which address  problems 
r e l a t i n g  t o  t h e  EIW program (p. 9 ), lost 01' damagexi carmodi t ies  ( p .  13 ) ,  
unaccounted f o r  o r  improperly used c u m d i t i e s  (p .16  ), i n t e r n a l  reviews 
(p.16 ), and program generated funds (p.  18 ). 

A d r a f t  o f  t h i s  r e p o r t  w a s  reviewed b:y AID mission and CRS o f f i c i a l s .  T h e i r  
comnents were considered i n  t h e  p r e p a m t i o n  of  t h e  f i n a l  report. 



T i t l e  I1 of PL 480 author izes  the donation of  food cannodities to  meet urgent 
r e l i e f  requirements, canbat nnlnu1;:ri Lion, p r m t c  econanic and carmunity 
developwnt,  and provide food f o r  poor and needy persons ou t s ide  t h e  United 
S ta tes .  The t h r e e  major program areas where t h e  food is used are maternal 
and c h i l d  heal th ,  food-for-work and school feeding. 

T i t l e  I1 food d i s t r i b u t i o n  programs are present ly  being sponsored i n  India  by 
t w o  U.S. p r i v a t e  voluntary organizatj.ons: CARE and CRS. This report covers 
t h e  CRS program. 

W has been opera t ing a T i t l e  11 .Pocd d i s t r i b u t i o n  program i n  India  s i n c e  
1951 under t h e  mandate of t h e  Indu-U.S. Agreement. Under t h i s  agreement, t h e  
GO1 is responsible f o r  providing duty free e n t r y  f o r  t h e  ccmnodities and f o r  
t h e i r  clearance,  st0ra.g.c and trms;part.ation to  t h e  consignees. The GO1 has 
assigned t h i s  r e s p n s i b i l i t y  to  t h e  Food Corporation of India (FCI), whose 
primary t a s k  is t h e  handling of  ccmnmdities f o r  t h e  publ ic  d i s t r i b u t i o n  
system. 

Each year AID approves t h e  CRS prc)grain l e v z l s  based on program proposals and 
annual estimates of mn.mdit;y requircn~:nts sulmi t ted  through its mission i n  
India. The mission is responsible f o r  providing guidance and monitoring t h e  
administ rat ion and implement at ion of t h e  program i n  accordance wi th  AID 
regulations and procedures. CRS is responsible f o r  program developnent and 
operations, including proper use of cmmdities and funds f r a n  t h e  time of 
acquis i t ion  unti l  they are u t i l i z e d .  

CRS present  programs consist of maternal and c h i l d  heal th  (kiCH), school 
feeding (SF), Food-for-Work (FEW), individual  hea l th  cases (THC), and o t h e r  
chi1.d feeding (OCF) ca tegor ies .  C!HS d n i s t e r s  its prograrns through f i v e  
zonal o f f i c e s  located i n  I-bmbay, C:ilc.utta, Madras, Cochin and New Delhi. Each 
zonal o f f i c e  is responsible f o r  program planning, implementation, supervision,  
surveillance and camnodity accountabi l i ty .  The headquarters i n  New Delhi is 
primari ly responsible f o r  providing ~ o l i c y  guidance and d i r e c t i v e s ,  reviewing 
t h e  performance of  each zone, and conducting i n t e r n a l  reviews of t h e  program. 

A t  t h e  f i e l d  l e v e l ,  t h e  program opera tes  abmst exclus ively  through t h e  Indian 
Catholic Church hierarchy.  E'CI t r anspor t s  t h e  ccmnodities t o  t h e  approved 
consignees on t h e  b a s i s  of  d ispatch  instructions issued by CRS. Consignees 
i s s u e  t h e  camnodities t o  d i s t r i b u t o r s  who have organized t h e  ac tua l  programs 
i n  which t h e  food is to  be used. Present ly ,  t h e  d i s t r i b u t i o n  system functions 
through a network of about 200 consignees, 7,500 d i s t r i b u t o r s ,  and severa l  
thousand food-for-work p ro jec t  sites located throughout t h e  country. The 
program is la rge ,  va r i ed  and sca t t e red .  



Approved propam levels f o r  t he  three f i s c a l  years covered by our audit 
were: 

Recipients ( i n  000s) 

MCH 
SF 
rn 
IHC 
OCF 

Value ($000) 
( including est h a t e d  
ocean f re igh t )  

During this three  year period, CRS received shipnents of 336,781 hdl' of 
carmodities valued a t  about $126 mill ion,  including estimated ocean f re igh t .  
In addition, i n  each of t he  years CHS had a s izeable  carmodity inventory 
ranaining f r an  the  p r io r  year which was available f o r  programing purposes. 

The purpose of t h i s  audit  was t o  ascer ta in  progress made i n  achieving program 
objectives;  t o  determine whether the  program was ef fec t ive ly  carr ied out i n  
cunpliance with AID regulations and procedures; to assess CRS' planning, 
management and evaluation of t he  program; and t o  review the  mission's 
monitoring actions. We a lso  reviewed actions taken by CRS t o  correct the  
deficiencies reported i n  p r io r  Audit Report No. 5-386-79-7 dated February 
28, 1979. 

A t  AID we reviewed mission f i l e s  and held discussions with appropriate 
personnel. A t  CRS we  se lect ively reviewed the procedures, controls,  records 
and reporting re la ted  t o  t he  T i t l e  I 1  program camrxLities and funds, and 
held discussions with personnel. For our audit  sample, w e  selected 2 of t he  
5 CRS zonal o f f ices ,  3 consibmes, 34 d i s t r ibu tors  under the  various program, 
and 13 FEW project holders. In addit ion,  w e  reviewed the  CRS headquarters 
operations. Our audit  covered the period f m n  1980 t o  1982. 

Our audit  w a s  made i n  accordance with gpnerally accepted audit ing standards 
and included such tests of records, documents and discussions as were 
considered necessary. Copies of our 13rdt report were provided t o  the 
mission and CRS for  m n t .  Their amrents were considered i n  t he  preparation 
of t h i s  f i n a l  report .  



AUDIT FINDINGS, CtNCT,USIQNS - AND REC&MND ATIONS 

Overall Assesswnt of the  C'HS I%ob~an 

Our audit disclosed management and operational problems i n  t he  CRS program. The 
p r o b l m  were found a t  both the zonal o f f ices  and a t  t he  f i e l d  locations v is i ted ,  
and mt of than =re ident ical  t o  t he  problems reported i n  our previous audits. 
For example, we  found there  w a s  l i t t le analysis or evaluation of docz~nents 
generated under t he  programs; program planning, implementation and monitoring 
w a s  generally not adequate; reporting deficiencies o r  k n m  problem generally 
remained uncorrected; there  w a s  no t?va:Luation of program accanpl i shents  and 
controls w e r e  not i n  place to  ensure that program generated funds were used 
for  authorized purposes. 

A t  many of the  d i s t r ibu tors  v i s i t ed ,  par t icular ly  those under t he  Ranchi 
consignee, our audit revealed inventory shortages, unauthorized dis t r ibut ions ,  
in f la ted  feeding claims, program duplication, inadequate stock and beneficiary 
records, and variances between reported f igures  and carmodities. 

The problems were most pronounced i n  the Fl3V program, which, i n  tenns of 
carmodity input,  represents about 50 percent of t h e  t o t a l  CRS program. CRS' 
m i n i s t r a t i o n  of the  FEW program has k e n  the  subject of repeated audit 
c r i t i c i s n  i n  the  past .  Nevertheless, :it continues t o  have problgns, and 
still operates without a discernible overal l  objective and p r i o r i t i e s ,  or a 
system for  evaluating t h e  benef i ts  real ized fran canpleted projects.  Weaknesses 
were a l so  noted i n  other  program. In t he  case of the  IK2-I program, however, 
CRS has i n i t i a t e d  upgrading e f f o r t s  wh~ch, when implemented, w i l l  require 
se lec t ive  coverage of beneficiaries on the  bas i s  of nu t r i t iona l  s ta tus .  

AID regulation 11 emphasizes t he  need :€or close and continuing program 
supervision t o  ensure ef fec t ive  managanent and control. (31 t he  basis  of the  
deficiencies observed, w e  have concluded that  program supervision by (=RS has 
not been suf f ic ien t  to  assure the  e f fec t ive  use of T i t l e  I1  carmodities and 
program generated funds i n  accordance with AID pol ic ies  and regulations. For 
example, at one of t he  three cunsignees v i s i ted  (Ranchi), we  found indications 
of major diversions and misuse of comnrxiities. A t  t he  other  two consignees 
also w e  found a lack of documentation rmd controls. Overall, our se lec t ive  
review disclosed questionable uses of or unaccounted fo r  carmodities t o t a l i ng  
672,915 Kgs., valued a t  about $230,515 (Exhibit A and Page 15 ). Our audit 
sample w a s  d l .  We do not know i f  s.irnilar problem exist a t  the  other 
consignees and d is t r ibu tors  which we could v i s i t .  I f ,  however, our sample 
is representative, t h e  extent of problfrrr; is signif icant .  

CRS has attempted t o  address t he  p m b l m ~ ~  pointed out i n  previous audi ts  by 
developing cmprehensive operating proczedures and guidelines. However, t he  
problerns have continued t o  e x i s t  because: 

- the  program is too l a rge ,  varied and scat tered t o  be 
effect ively managed; 

- t he  projects  are  being a,pproved fo r  the same consignees 
year a f t e r  yeu without an e f fec t ive  review of t h e i r  
capabi l i ty  o r  resources t o  operations; 

- t he  consignees and distr-ibutors di, not follow established 
procedures, and CRS has not. taken appropriate action t o  
enforce its ,adminis t r a t  ive reyu i r a w n  t s ;  and 



- t h e  adninistration, m n i t o r i n g  and evaluation of  t h e  
program by CRS has not  been canple te ly  e f f e c t i v e ,  

The problems are canpounded by t h e  opera t ional  c o n s t r a i n t s  inherent  i n  a food 
d i s t r i b u t i o n  program with voluntary workers over which CRS has no direct 
con t ro l ,  remote locat ions ,  t r anspor ta t ion  d i f f i c u l t i e s ,  lack  of  t r a i n e d  man- 
power, and l imi ted  f i n a n c i a l  resources. In  addi t ion ,  T i t l e  I 1  regula t ions  
are q u i t e  s t r ingen t  and place  a heavy hmden on CRS' acfninistrat ive 
c a p a b i l i t i e s .  

CRS has reacted very pos i t ive ly  to  the audi t  observations and, subsequent t o  
t h e  m p l e t i o n  o f  our f i e l d  work, informed t h e  mission that fo l lm-up  has been 
i n i t i a t e d  on t h e  s p e c i f i c  problems disc.losed by our review. CRS has also 
informed t h e  mission t h a t  o the r  steps i n i t i a t e d  o r  planned to improve t h e  
program include a reduction of t h e  Calcut ta  zone FEW program by 46 percent 
beginning i n  1984, as a r e s u l t  of t h e  audi t  f indings ,  and developnent of  s y s t e m  
and procedures t o  correct i d e n t i f i e d  def ic iencies .  F ina l ly ,  a l l  food s h i p n t s  
to  t h e  Ranchi consignee have been suspended and w i l l  renain so un less  CRS 
headquarters i n  New Delhi author izes  resumption. 

Since extensive details of our f indings  were provided to  both CRS and t h e  
mission during t h e  a u d i t ,  w e  have nor; repeated them here. Instead,  w e  have 
b r i e f l y  discussed t h e  most s i g n i f i c a n t  f indings under t h e  re levant  sub- 
captions.  

Conclusion 

Improvement is needed i n  CAS' man-nt and supervision to' ensure that Title I1 
ccrmxxlities and program w n e r a t e d  funds are used i n  accordance wi th  AID 
regula t ions  and procedures. Although we be l i eve  t h e  program may be too large 
f o r  e f f e c t i v e  management and control., we have not recarmended a reduction i n  
s i z e  because of  CRS' assurances that; necessary improvements w i l l  be made 
rapidly.  For t h i s  sane reason, w e  have general ly re f ra ined  f m n  ~naking 
individual  r e a m e n d a t i o n s  on s p e c i f i c  de f ic ienc ies  observed. 

Hourever, as svccessive a u d i t s  of the: program have continued to disclose 
problm;, webeli.me it  is necessary to e s t a b l i s h  t i m e  limits within  which CRS 
must make t h e  required improvements. S imi lar ly ,  i n  view of t h e  serious 
prob lem found i n  t h e  Ranchi consignee program, w e  be l ieve  any ac t ion to  resurne 
t h a t  program should be preceded by a j o i n t  review by t h e  mission and CRS to  
e s t a b l i s h  t h a t  adequate actions have bten taken to  ensure e f f i c i e n t  u t i l i z a t i o n  
of  T i t l e  I1 ccmnodities f o r  authorized purposes. 

' .ere is also a need f o r  AID managalcnt to determine i f  e x i s t i n g  regulations 
and pmcedures can be modified t o  ac:cmmdate t h e  p r a c t i c a l  d i f f i c u l t i e s  
inherent i n  managing T i t l e  I1 food d- is t r ibut ion programs. We have, however, 
made no reccmnendation on t h i s  subject  because AID has es tab l i shed  a t a s k  
force  to review current  T i t l e  I1 regula t ions .  

I n  response to our  d r a f t  report, t h e  mi  s s ion  i n f o m d  us t h a t  steps ha~re  been 
i n i t i a t e d  t o  ve r i fy  the  cor rec t ive  ac t juns  taken by CRS thus f a r .  However, 
i n  view of t h e  de f ic ienc ies  found, the mission expects  t h a t  t h i s  ac t ion cannot 



be canpleted before  June 30, 1984. 

Heccmnenht ion  No. 1 

The Direc tor ,  USAID/ Ind ia  should require. CRS to  
t a k e  necessary cor rec t ive  ac t ions  on t h e  de f i c i enc ies  
d isc losed by t h e  aud i t  wi1,hin a s p e c i f i c  period o f  
t ime and at t h e  end of  t h a t  t ime make a determination 
on CRS' capaci ty  t o  e f f e c t i v e l y  manage its program 
wi th  t h e  resources it has ava i l ab le .  

P h a s e a e r  Plan Has N o t  Been Develo~md 

The CRS program has been ongoing f o r  abmt 30 years ,  but no phase-over plan 
has been developed to  ensure t h e  gradual t r a n s i t i o n  of program r e s p o n s i b i l i t y  
to  local resources. The developnent of a phase-over plan may be d i f f i c u l t  
because CRS operates through voluntary organiza t ions  and receives  very l i t t le  
ccmTlodity o r  f i n a n c i a l  support fram ttlc Indian Government. Hawever, s i n c e  
T i t l e  I 1  policy requ i res  t h a t  program be conducted wi th in  a f r m e m r k  o f  
increas ing local p a r t i c i p a t i o n  leading t o  eventual  t r a n s f e r  o f  f u l l  
responsibility, w e  be l l eve  t h e  mat ter  should be reviewed by AID. We made a 
recurmendation on t h i s  sub jec t  i n  another aud i t  report, and ac t ion  on t h a t  
recarmendation is still pending. S i n e  t h e  f i n a l  decis ion  w i l l  also apply to  
CRS, w e  are not making a similar remmsnda t ion  here.  

Food-For-Work Program 

There are problems which continue to  plague t h e  FEW program. We found t h a t  
e s t ab l i shed  procedures were not f o l l m e i  and documentation and c o n t r o l s  over 
t h e  p r o j e c t s  w e r e  not adequate. No systematic evaluat ion  w a s  made t o  e s t a b l i s h  
t h e  need f o r  p r o j e c t s ,  or to determine i f  p r o j e c t s  were canpleted as planned, 
or i f  t h e  canpleted p r o j e c t s  were pI'0du:tive. 

The FhW program aims at support ing ecol-11ynic and cumuni ty  developnent p r o j e c t s  
wherein T i t l e  I1 curmoditics are d i s t r i b u t e d  t o  wrkers as canpensation for 
work performed. CRS has developed n manual which conta ins  instructions about 
t h e  planning and implementation of suc:h p r o j e c t s  by t h e  consignees and 
d i s t r i b u t o r s .  The projec ts  are approved quar te r ly  by CRS based on t h e  proposals  
received f l n n  t h e  consignees. Ckw s e l e c t i v e  review of records  at t h e  two zonal 
o f f i c e s ,  three consignees and d i s t r i b u l o r s  v i s i t e d  d isc losed t h e  follcwing: 

- 1 )  The annual r e p o r t s  required by CRS f o r  program planning purposes 
were e i t h e r  not received or were inadequate and r e p e t i t i v e .  For 
example, 16 of the  24 consignees i n  the  Ca lcu t t a  zone d i d  not 
suhn i t  t h e  n a r r a t i v e  reprts i n  e i t h e r  1982 or 1983. The reports 
received at both zones d i d  not contain important information 
required by CHS on how program ob jec t ives  f i t  i n t o  government 
d e v e l o p n t  p lans  f o r  t h e  area ,  what capi  t a1 inpu t s  were expected, 
and an evaluat,ion of t h e  previous y e a r ' s  program. 

b t h  M a d r a s  consignee r e p o r t s  were ~ d e ? n t i c a l  fo r  s e v e r a l  years .  
One of t h e  coi~s ignces  cont i ~ i u ~ ~ l  to  lake i d e n t i c a l  s tatements about 
the nwci to  help areas effected by t h e  1971 f loods  6 years  a f t e r  
the  d ~ s a s t e r . .  N o  i n fu~~wi t i c>n  I V L ~ L ' ~  ~ I * O V I ~ C ~  about how much had been 



accanplished and what remained to  be done. The o the r  consignee 
s t a t e d  i n  t h e  f i s c a l  year 1981, 1982, 1983 and 1984 r e p o r t s  t h a t  
people and many projec t  holders were not i.n favor of p r o j e c t s  
t h a t  benef i ted  only individu.als. Despite t h i s ,  CRS has 
continued to  approve consignee reques ts  f o r  similar p r o j e c t s  on 
land owned by individuals .  

Cr=mnenting on t h i s  f inding,  CRS infonned us t h e  requirement 
about s u h i s s i o n  of  na r ra t ive  repor t s  on FEW p m j e c t s  w i l l  be 
revised.  

- 2 )  Project planning, review and. approval w a s  a r b i t r a r y ;  e s tab l i shed  
CRS procedures were not followed and p ro jec t  proposals w e r e  not 
based on i d e n t i f i e d  need. ?'he consignees1 consolidated p ro jec t  
reques ts  furnished to  CRS d i d  not provide s u f f i c i e n t  information 
t o  enable a proper review. Similarly,  t h e  individual  projec t  
appl ica t ions  furnished by t h e  projec t  holders t o  t h e  consignees, 
which form t h e  basis f o r  t h c  u)nsol idated  reques ts  t o  C H S ,  were 
not adequate. We noted ins t  anws where t h e  p m j e c t  d a t a  shown 
i n  t h e  vari-ous forms d i f  l 'ertd f m n  one another and where p ro jec t  
s i z e s  were a r b i t r a r i l y  changed by the consignee. In  many cases, 
p ro jec t  appl ica t ions  wc.lr, e i t h e r  not avai lable ,  were incanplete 
or w e r e  otherwise inadequate. 

Many appl ica t ions  from Mztclras consignees w e r e  unsigned and un- 
dated o r  were c u b n  copjes of p r i o r  year s u h i s s i o n s .  In t h e  
case  of  t h e  Ranchi consignee, the appl ica t ion fonns had pre- 
p r in ted  answers. Generally, it was apparent t h a t  p m j e c t  
appl ica t ions  were not based on an ob jec t ive  assessnent of  need. 
Moreover, t h e r e  w a s  no i n f o r m t i o n  ava i l ab le  t o  show who w i l l  
maintain p r o j e c t s  under td te l~  on publ ic  lands after t h e i r  
canplet  ion. 

- 3 ) Sane p r o j e c t s  wernt? applied f o r  and approved more than once, 
and similar p r o j e c t s  a t  tihe same locat ions  w e r e  approved year 
a f t e r  year. One projec t  WE: improperly approved i n  t h e  name 
of a f i c t i t i o u s  benef ic iary ,  and another projec t  reported a s  
ccmpleted had not even been s t a r t e d .  We v i s i t e d  3G canpleted 
p r o j e c t s  and i n  17 i.nstances; they had not r ea l i zed  t h e i r  
objec t ive .  Under current  CFIS r e p r t i n g  procedures, t h e r e  is 
no requirement t o  d i sc lose  whether or not a canpleted projec t  
r ea l i zed  its expected benef j. t s .  

There were a l s o  ins tances  where t h e  ac tua l  projec t  undertaken 
d i f f e r e d  f r a n  t h a t  which hacl k e n  approved, where no f a c i l i t i e s  
e x i s t e d  f o r  providing t h e  s t a t e d  t r a in ing ,  where cmmdit ies 
were used f o r  unapproved ac t . iv i t i e s ,  and where carmodity losses 
were shown as  c o p t i o n .  F ina l ly ,  we found ins tances  where 
food w a s  shown as  d i s t r i b u t e d  t o  workers sene m n t h s  after t h e  
work t h a t  w a s  reportedly done by them w a s  completed but during 
a period when no food w a s  avai lable .  

- 4) ?'he s t a t a n t s  about c o r i u l i a r y  publ ic  b e n e f i t s  required by 
Sect ion 10c( 1 ) of AID llandbtmk 9 were not given f o r  p r o j e c t s  
undertaken on p r i v a t e  land. A ~ n a j o r i t y  of t h e  FFW p r o j e c t s  
were on p r i v a t e  land, bur t,hc: proyx)sals d i d  not descr ibe  t h e  



pub l i c  b e n e f i t s  to  be derived f r a n  t h e  p r o j e c t ,  Nor d i d  t h e  
proposals  answer ques t ions  ;%bout whether t h e  b e n e f i c i a r i e s  were 
f m  t h e  poorest segment of  t h e  population with an incane 
i n s u f f i c i e n t  to  support the:ir f ami l i e s  or how t h e  p r o j e c t s  
would make them se l f -suf : f ic lent  . 

- 5 )  There were n m r o u s  project:; t h a t  were c a r r i e d  out  on church- 
m e d  land. In t h e  Madras :tone, we  noted 34 such p r o j e c t s  
f o r  which 361,128 kgs of p ix in  and 12,639 kgs of o i l  w e r e  
used. S imi lar ly ,  8 of  t h e  28 p r o j e c t s  v i s i t e d  by us at Ranchi 
were on church land. CRS informed us t h a t  p r o j e c t s  on church 
land are permissible a s  .Long as t h e r e  is a c o r r o l l a r y  publ ic  
benef i t  to  t h e  ccmnunity. IIowever, t h e  p ro jec t  proposals  d i d  
not i d e n t i f y  such benef i t s .  

Sbbsequent l y  , i n  r v s p n s c  to our &aft recomnendation, t h e  
mission sought AIDIW c l a r i f i c a t i o n  on whether o r  not approval 
of  F'FW p r o j e c t s  on church limd is permissible.  AIDIW r e p l i e d  
t h a t  implementation of  WW 131-ojects on church owned lands  may 
continue provided that  ( a)  i,hey m ~ p l y  with t h e  requirements 
of  IIandbook 9 ,  ( b )  w r i t t e n  d o c m n t a t i o n  furnished by CRS 
includes a f u l l  desc r ip t ion  of  t h e  a c t i v i t y  and explanation 
( p r i o r  to p ro jec t  approval) of t h e  expected c o r r o l l a r y  publ ic  
benef i t s ,  ( c )  t hese  b n e f i 1 . s  not be t o  t h e  exclusion of 
t h e  ~ q n e r a l  pub l i c  welfare ,  and ( d l  t h e  p r o j e c t s  w i l l  continue 
t o  be used f o r  e;ene17al pub1 I c. k r 1 t . f  i t or f o r  purposes f o r  
which they were approved a f t e r  ccmpletion. 

CRS admitted t h a t  i t s  current  p r a c t i c e  was d e f i c i e n t  i n  docu- 
menting t h e  c o r r o l l a r y  publ-IC: b e n e f i t s  and i n  following-up 
on t h e  b e n e f i t s  r ea l i zed  frtrn m p l e t e d  p ro jec t s .  However, 
CRS i n f o m ~ d  us t h a t  steps have k.en taken to  i n s t r u c t  consignees 
t o  include wr i t t en  statgnen1,s about publ ic  b e n e f i t s  i n  p ro jec t  
appl ica t ions .  CRS is to  provide copies  of these  i n s t r u c t i o n s  to  
t h e  mission. 

- 6 )  Stock and attendance rectord:, were e i t h e r  not ava i l ab le ,  in- 
ccmplete, un re l i ab le  o r  c:ont,l.adictory at 11 of t h e  13 c e n t e r s  
(85%) v i s i t e d  i n  the  M a h s  and Calcut ta  zonal program.  A t  
seven Rancl~j consignee cc?n tt?rs, we found i n v e n t o ~ y  d i f fe rences  
at six cen te r s .  Ccmnodi1.y i s s u e s  shown i n  t h e  consignee 
records were not acknow1edgc.d by t h e  d i s t r i b u t o r s  at 4 c e n t e r s  
and unsupported or i n f l a t e d  d i s t r i b u t i o n  claims were found at 
5 cen te r s .  A l l  together ,  our  s e l e c t i v e  review disc losed 
quest ionable or unaccoun1.ed f o r  commdit ies  t o t a l i n g  610,799 
kgs., valued at about $191,000 (see Exhibit  A ,  P. 24). 
In  t h e  case of t h e  Fkmchj consignee program, we concluded t h a t  
t h e r e  were s i g n i f i c a n t  unauthorized d ivers ions  and misuse of 
T i t l e  I1 cannodit ies .  

- 7 )  The quar te r ly  p ro jec t  progrthss reprts furnished by t h e  
consignees w e r e  genera l ly  ~ r ~ x c u r ' a t e  o r  cont radic tory .  The 
reports  showed many i n s t m c c ~ s  of back-dated feeding,  un- 
authorized and quest ionahlc use uf currilodities and wide 
varhiat ions in  t o t a l  workdays u t i  1 ized on s i m i l a r  cxrnpleted 
p ro jec t s .  Such illst,tmcc~s stlo\vn I n  tile reports w c r e  not k i n g  



adequately reviewed by CRS personnel. 

Overal l ,  we found t h e  r e p ~ r t i n g  by t h e  Ranchi consignee and 
d i s t r i b u t o r s  t o  be unre l i ab le  and inaccurate.  For example, 
o i l  consumption claimed by t h e  Dumberpath Center i n  m n t h l y  
s tock repor t s  t o  t h e  consignee w a s  higher than t h a t  shown 
i n  t h e  subsidiary projec t  records and t h e  cunpletion r e p o r t s  
f o r  both 1981 and 1982. 

FY 1981 FY 1982 
( I n  Kgs.) 

O i l  Consumption 

- k r  &nter Stock Reports 3,142 6,303 

- k r  Project  Subsidiary Hecords 1,766 2,105 

- Per Ccmpletion Report 1,819 4,506 

The Center could not explain t h e  d i f ferences ,  and w e  could not 
reconci le  t h e  records k c w e  of i n c m y l e t e  data .  

CRS general ly agreed with t h e  aud i t  f indings and acknowledged t h e  need f o r  
correct i v e  act ions  t o  improve overal  1 p r o p m  operat  ions. 'The Ranchi program 
has  been terminated and o the r  ac t ions  taken t o  address t h e  problmls i d e n t i f i e d  
by t h e  aud i t .  However, i n  s majority of t h e  cases ,  e spec ia l ly  those r e l a t i n g  
t o  the  improper uses  of o r  unaccourited f o r  ccmnodities, t h e  f indings had not 
been resolved because consignee explanations are still pending sane six 
months a f t e r  t h e  d e t a i l s  were provided. 

In  t h e  case of Ranchi, CR.3 bel ieves  our conclusion about s i g n i f i c a n t  d ivers ions  
of T i t l e  I 1  carmodities w a s  preniature and t h a t  explanations can eventually be 
provided t o  j u s t i f y  t h e  use  of c a m d i t i e s  i n  mst, i f  not a l l  cases. For this 
purpose, CRS has requested f u r t h e r  c l a r i f i c a t i o n  from t h e  consignee, and has 
a l s o  Suggested a j o i n t  follow-up v i s i t  by mission o f f i c i a l s  t o  review t h e  
situation. 

Conclusion 

&I t h e  basis of probltvns found i n  I he FbW program, w e  concluded t h a t  i t  is not 
well  managed, and t h a t  l i t t l e  information is ava i l ab le  on its impact. 

CRS has acknowledged i n  its FF7V manual that it  is not i n  a pos j t ion  t o  measure 
program impact "... due t o  t h e  fact  t h a t  t h e  ass i s t ance  w a s  given and received 
without proper planning f o r  t h e  achievenent of s p e c i f i c  pa l s ,  ob jec t ives ,  and 
t a r g e t s  within spec i f i ed  time pericds. Our deve lopen t  e f f o r t s  i n  t h e  pas t  
have been sca t t e red  over wide arew and undertaken m t l y  as i s o l a t e d  a t t m p t s  
i n  r a i s i n g  t h e  l i v i n g  standards of small groups here and there ."  

We, therefore ,  concluded t h a t  C'HS is not discharging t h e  program supervision 
respons ib i l i ty  required by Section 211.5(b) of AID Regulation 11. We bel ieve ,  
tha t  t o  improve t h e  FEW program, ClW skiou1.d increase  its planning, monitoring 
and evaluat ing e f f o r t s  . 



In response to our  d r a f t  r e p o r t ,  t h e  mission and CRS informed us  t h a t  t hey  are 
presen t ly  involved i n  a two-phased evalua t ion  of t h e  FEW program: Phase I 
consists of s e l e c t e d  asset and r e c i p i e n t  p r o f i l e  studies, and Phase I1 involves 
t h e  develop~lent  o f  a m n i t o r i n g  and eva lua t ion  system. This  multi-year a c t i v i t y  
w i l l  address t h e  problem areas c i t e d  L)y us. 

The mission stated that a fllmnary r e p o r t  on t h e  Phase I s tudy f i n d i n g s  is under 
prepara t ion .  The results  of  canpletetl  s t u d i e s  have ind ica t ed  t h a t  t h e  cu r ren t  
approach of  a l l  ind iv idua l  p r o j e c t s  on p r i v a t e  land  is having a favorable  
developnental  impact on t h e r u r a l  p m r ,  and is an e f f e c t i v e  way o f  a s s i s t i n g  t h e  
t r u l y  needy i n  remote areas. Therefom,  n e i t h e r  t h e  mission nor  CRS b e l i e v e s  
a r e d i r e c t i o n  of t h e  I N  program f r a n  small  p r o j e c t s  to  fewer l a r g e r  p r o j e c t s  
is warranted. They be l i eve  t h a t ,  .if ithe emphasis is s h i f t e d  to  larger p r o j e c t s  
involving t h e  government, t h e  progran w i l l  f ace  t h e  a t t enden t  problems of  
p o l i t i c a l  and bureauc ra t i c  i n t e r f e rence .  

As f o r  improved management, both t h e  rnission and C I S  b e l i e v e  t h e  system developed 
under Phase I 1  w i l l  provide better p l i m i n g ,  m n i t o r i n g  and eva lua t ion  o f  t h e  
F'EW program. Quest ionnaires  to  be used i n  the f i e l d  t e s t i n g  o f  t h e  proposed 
s y s t e n  have been developed. The f i e l d  test is expected to  be ccmpleted by t h e  
t h i r d  q u a r t e r  of f i s c a l  year  1984. A two-person U.S. management consul tan t  team 
w i l l  assist i n  t h e  f i e l d  test and a l s o  i n i t i a t e  a review of  FFW r e p o r t i n g  
procedures and f o m  wi th  t h e  view t o  s i r~ ip l i fy ing  them. The mission expects t h a t  
t h e  lmni to r ing  and eva lua t ion  systcun w i l l  be f u l l y  ope ra t iona l  by late 1984 or 
e a r l y  1985. 

Audit Comnents 

In  view of t h e  a c t i o n s  underway and ccsncerns about t h e  problems t h a t  involvemcnt 
wi th  l a r g e r  p r o j e c t s  may cause, w e  have m d i f i e d  our draft recarmendation as 
suggested by t h e  mission. 

Reconmendtit i on NO. 2 - 
The Director, USAID/lndia should review t h e  results 
of both phases of  the cur ren t  FEW eva lua t ion  s tudy 
and r e q u i r e  CKS to  imp1 c&nt necessary c o r r e c t i v e  
a c t i o n  t h a t  w i l l  pernut  t h e  FEW program to be 
e f f e c t i v e l y  managed and evaluated.  

Record and Cont ro ls  i n  Other  Ft>eding Progra~is 

We found s i g n i f i c a n t  prohlans and a l ack  of  c o n t r o l s  i n  t h e  o t h e r  feeding  
programs a l s o , p a r t i c u l a r l y  at Ranchi For example, we  v i s i t e d  34 d i s t r i b u t i o n  
c e n t e r s  and found: 

- Unacknowledged i s s u e s  o r  dif i 'erenccs between consignee issues 
and b s t r i b u t o r  r e c e i p t s  at 5 w r i t e r s ;  

- Dis tx ibut ion  to  ineligible? persons at 7 c e n t e r s ;  
- I n f l a t e d  o r  unsulqx~rted f t c d i n l ;  c . l ; l i ~ n s  at '3 of  t h e  15 c e n t e r s  

wht-.rcl d l h  tri bu t ron w ~ h  01 I>;( , I .L  CYI  t ~ y  11s ; 

- 1 n ~ e q u a l . c  5 toc:k or. tx>ncf i ! : :u.jr rc.c:ol.& at 14 c e n t e r s  ; 



- Inventory d i f f e r e n c e s  at 8 c e n t e r s ;  

- Program d u p l i c a t i o n  at 3 schtml feeding  c e n t e r s ;  and 

- Consmiption i n  excess of  au thor izad  r a t i o n  rates at 13  
centers. (The reports o f  one consignee i n  t h e  C a l c u t t a  
zone showed excess  consumption o f  18,437 Kgs., o f  
mmmdities between &tolw:r :LY81 and February 1983). 

5bch p r o b l a  cont inue  to  occur k c w e  t h e  d i s t r i b u t i o n  c e n t e r s  do not fo l low 
e s t a b l i s h e d  procedures ,  m d  monitor.ing of Lhe programby consignees and CRS is 
not as e f f e c t i v e  as it  should  be. (herall ,  our s e l e c t i v e  review disclosed 
tha t  62,116 kgs o f  ccmnodit ies  valued ;it a b u t  $39,515, i nc lud ing  e s t ima ted  
ocean f r e i g h t ,  were unaccounted f o r  o r  imnpzuperly used. Moreover, at a l l  t h e  
blCH c e n t e r s  v i s i t d ,  w e  were informt?d thaL t h e  food w a s  be ing  shared  by the 
b e n e f i c i a r i e s  wi th  i n e l i g i b l e  family m m k r s .  

Ccnmenting on our f i r ldings,  C I S  s t a t e d  t h a t  i ~ , t i o n s  have been i n i t i a t e d  to  
address t h e  p r o b l w .  However, i n  ;t major i ty  of  t h e  cases, e s p e c i a l l y  those  
r e l a t i n g  t o  u n z c o u n t c d  f o r  and inlprop:t.ly used c u d i t i e s ,  a c t i o n  w a s  still 
pending because f i c l d  c.xplrulaL i om 11ad not Lxum rclcc:ived. 

Fiegarding f w d  sharing I n t hc h.1CI-I progt.;un, ClG i n f o m ~ d  us Lhat a r ecen t  s tudy  
it conducted had shown t h a t  c h i l d  k n e t ' i c i i i r y  weights  had increased  d e s p i t e  t h e  
s h a r i n g  of food. ,Moreover, under its ]iltulnt?d upgraded program, CRS w i l l  provide 
i n t e n s i f i e d  educa t ion  to p a r t i c i p a t  ing nuthc2rs to '  inform then] o f  t h e  importance 
o f  g iv ing  supplenlentruy fuxl to  t h e  children. 'I'his w i l l  be followed by r e g u l a r  
humt v i s i t s  by consigltx? n u t r i t i o n i s t s .  

Conclusion 

Irnpl.ovements =e needed i n  t h e  managm?nt and supe rv i s ion  o f  t h e  f eed ing  programs 
t o  ensure e f f i c i e n t  u t i  1 i z a t i o n  o f  c=unrudl ties and better a rnp l i ance  wi th  AID 
policies. We have not niadd a s e p a r a t e  rrccrrr~undation here  as i r n p l m n t a t i o n  of 
k m l n e n d a t i o n  No. 1 w i l l  cover  t h e  s u b j e c t .  

CHS: Has Blaclt- S i gn i f  i c a n t  E f f o r t s  To Upl;r:ldcs I ts ;,lCI-I Prograns 

I n  add i t i on  to r e q u i r i n g  t h e  LX3Il f e c d i i ~ g  program to  b e  i n t e g r a t e d  wi th  o t h e r  
s e r v i c e s ,  CRS has taken o r  has  planned s i g n i f i c a n t  s t e p s  to upgrade t h e  q u a l i t y  
o f  t h e  progmn.  

I n  1977 CRS launched a p i l o t  Nu t r i t i on  Wuca t lon  Project ( N G )  t o  t each  rmthe r s  
o f  t h e  c h i l d  b e n e f i c i a r i e s  t he va lue  of n ~ r t r i l  i o n a l  foods,  p roper  hygiene and 
prevent ive  h e a l t h  care. l l l c  p r o j e c t  w i s  to cover  400 o f  t h e  2,500 hlCH c e n t e r s  
and about 15 percent of t h e  650,000 knc:f i c i a r i e s .  According to  CRS, t h e  pi-oject 
upgraded nea r ly  700 w n t e r s ,  t r a ined  3,000 cmnnmit,y l e v e l  workers to  cont inue  
educat i o n  of  t h e  mothers after t h e  NFP , ,and n~ide t h e  program v i a b l e  at t h e  
selected c e n t e r s  by g m e r a t i  ng suf  f ici c;nt l o c a l  resources f r a n  t h e  b e n e f i c i a r i e s  
t o  meet esp3nses. 

S b k q u e n t  l y  , i n  J u l y  1982, CRS develojxd the  'Yargeted Maternal and Chi ld  Heal th  
U u c a  t ion  IYo,jec t ('IIvlC7ikX' ) . Unll lte t hc. Nla), wherc: the. cri 1 r- r I a f o r  s e l e c t i n g  
c h i  ldren w a s  t l~oi r  pol .  socio-econarli c. c~)rid i l lon  , thc) Thl( 'MY is dcs ign td  to  l i m i t  



feeding  to  seve re ly  and m d e r a t e l y  ~ r a l ~ ~ o u r i s h e d  c h i l d r e n  and pregnant and 
l a c t a t i n g  1n~tt1er.s. 

CRS expected to  gradual ly  ~ ~ p g r a d e  i t s  e n t i r e  MCH program t o  t h e  TMCHFS level 
wi th in  5-112 years .  The TMCHElP had, htwever, no t  s t a x t e d  by t h e  d a t e  of our 
aucht because t h e  GO1 c l ea rance  f o r  a proposed AID o p e r a t i o n a l  program pant  
had not been rocelved. Nonetheless,  C[IS Informed us that p repa ra to ry  wor.1~ 
has been s t a r t e d  and t h a t  consignees and d i s t r i b u t o r s  are i n  t h e  process  of  
updat ing  t h e  bene f i c i a ry  d a t a  i n  l i n e  wi th  t h e  t a r g e t i n g  concept o f  TMCHEP. 

CRS L o s s I D q  Procedures and &cords Were Adequate, ht The GO1 
Instrumental i t j  es Were General ly  Not - 1E:)noring Claims 

The GO1 i n s t m ~ n t a l i t i e s  r e spons ib l e  f o r  t h e  clearance, s t o r a g e  and t r anspor t -  
a t i o n  o f  T i t l e  I1 comnodit ic?~ o f t e n  re fused  t o  accept  r e s p o n s i b i l i t y  f o r  losses 
t h a t  occur  whi le  camnodit ies  are i n  t h e i r  custody.' As a r e s u l t ,  claims against 
them are e i thc~t .  wr i t t en -o f f  or remain pending f o r  long per iods .  

Sec t ion  211.9(e) of All) Fkgulat lon 11 r equ i r e s  t h a t  t h e  coopera t ing  sponsor  make 
every reasonable e f f o r t  Co pursue c c ) l l t ~ c t i o n  of' claim agains t  t h e  l iable p a r t y  
f o r  t h e  va lue  of ccmruditi  ~s l o s t ,  damaged o r  mnisustd. Cooperating sponsors  w h o  
f a i l  t o  f i l e  o r  pursue such claims s h a l l  be l i a b l e  t o  AID f o r  t h e  va lue  o f  such  
losses. However, they  nay elect not  t o  f i l e  a clainl i f  t h e  loss is less than  
$309 and such a c t i o n  is not  de t r imen ta l  t o  t h e  program. Sec t ions  211.9(f)  and 
(g)  r e q u i r e  t h e  coopera t ing  sponsor  to  prarlplly r e p o r t  all losses and to refund 
t h e  claim amounts c o l l e c t e d  to  t h e  A111 mission.  

Our review d i s c l o s e d  t h a t  CRS main ta ins  adequate records on losses and damages, 
r e p o r t s  them to  t h e  mission,  and re funds  claims c o l l e c t e d  when realized. CRS 
has  made reasonable e f f o r t s  to r e a v e r  t h e  va lue  o f  carmodi t ies  f r a n  t h e  
concerned GO1 i r l s t rumen ta l i t i e s .  Ear va r ious  reasons, t h e s e  claims are s e l d a n  
pa id .  

( 1 ) M a i n e  and I k r  l Losses : 

CRS prcmptly r e p o r t s  marine losses zu~d sukmj ts r e l a t e d  documents to its New York 
o f f i c e  as r equ i r ed  by AlD procedures.  However, ou r  s e l e c t i v e  review d i sc losed  
two marine and two p o r t  losses involv ing  a total of 1,707 MI' i n  camnodities 
valued at appiuximately $544,579* where t h e  r e p o r t i n g  was cons iderably  delayed 
because t h e  p o r t  a u t h o r i t i e s  f a i l e d  t o  i s s u e  t h e  r equ i r ed  c e r t i f i c a t e s  or to  
provide t h e  casw (see Exhibi t  B ) .  The de l ay  j twpard izes  chances of  recovery 
frcm t h e  carriers because t h e  l i m i t a t i o n  f o r  f i l i n g  aga ins t  t h e  ocean carrier 
f o r  lost o r  darnaged cargo i s  one year  f r u n  t h e  d a t e  of  d i scha rge  unless t h e  
carrier agrees t o  extend t h e  time. 

I n  t h e  case  of  the two por t  Losses t o t a l i n g  979,367 k i l m ,  clainr; t o t a l i n g  
Rs. 2,942,138 ($294,214) have been f i l e d  a g a i n s t  t h e  p o r t .  I h e v e r ,  t h e  
p o r t  a u t h o r i t i e s  have r e f u s ~ d  t o  wct1pt r ~ ? s ~ ) n s i b i l i t y  f o r  t h e  losses, and a 
recovery is doubtful  . 



Wc Sound s e v e r a l  i l ~ l m c o s  w t l c r c  (:wrujiLics were diunab+cd or lost while i n  t h e  
c w t o d y  of FCI . ECI , huwever, re fused  t o  settle t h e  claim f i l e d  by CRS 
because it b e l i e v e s  r e s p o n s i b i l i t y  f o r  l o s t  or dillnag& camwxtities cannot be 
assigned t o  i t  under t h e  Indo-U.S. Ag~eenent  under which t h e  CRS T i t l e  I1 
program opcra tcs .  We also found t h e  fclllowing large  o l d  c la ims  still pending: 

Quanti ty Approx ~ I I B  t. e 
(-1 Value ($1  P a r t i c u l a r s  

793,385 $255,450 S h o r ~ a g p s  found dur ing  t h e  annual phys ica l  count 
made by C?IS is o f  Septenber 30, 1982 ( s e e  Exhib i t  
C) . '1%~ s tocks  were missing and riei t l ~ e r  ECI nor  
Lhe pol't could zmt f o r  than.  Four yea r s  
have> 01 apst'd s i n c e  a r r i v a l  o f  t h e  sh ip .  Claims 
Lotal ing Rs.2,554,504 were f i l e d  by CRS. 

66,182 Thcf t s 01 ' P i  1 1 c 1 1 colm~xli Lies at FCI between 
A 1 8 1 1 1  1 1 P o l i c e  i n v e s t i g a t i o n  
T'C:~XJ rt?; Inve not Ix*n rece ived ,  and no claims 
hlrve k e n  f ilctd. 

34,740 I.CI c l i ~ i n ~  t u  have rnistrtkenly issued tit .  s tock  
t o  (:.-11Ul, bu t  CAW den ies  having rece ived  it. A 
c l a i n  lor Rs.347,4i)l w a s  f i l e d  aga ins t  FCI in 
October 1982. 

( 3 )  Railway Trans i t  Lusses: 

m i n g  the  u d i t  ~ r l o d ,  348 c l a u ~ ~ s :  w.ve~'c. f i 1t.d for- losses. Of these the [ .a l lways  
settltd only 49 and repudia ted  187. 'I'l~c. rcnzruning 112 were pending se t t l emen t  at 
t h e  time of thta rtudit. CRS has t r i e d  in r'etxjver rai lway losses, but t h e  ra i lways  
have gene ra l ly  r e j e c t e d  responsil , i l  ~ t y  l'or var ious  reasons. 

CHS o f f i c i a l s  inforr~ltid ~LS t h a t  c:Laim aga ins t  the r a i l r o a d  have been a pe renn ia l  
problem. For example, t h e  raj 1ra~.jacl wi Ll nut i s s u e  a rai lway r e c e i p t  u n l e s s  t h e  
s t a t u t o r y  load1 116. m n d i  tiorls 2u-e I'ulf i l l  led. 'l'he cond l i o n s  inc lude  loading  o f  
bags under rai I way s t a f f  superv is ion  at a convenient t i rm  and a m p l y i n g  wi th  
var ious  packing condi t ions .  

In  add i t ion  t o  t h e  t r a m i t ;  l o s s e s  d iscussed  above, s e v e r a l  y e a r s  ago t h e r e  were 
four  in s t ances  where f u l l  wagon lo:uls of t:ai~.wd.ities t o t a l i n g  77,983 k i l o s  were 
not de l ive red  t o  consignees and the  wtypr~s were r e p r t e d  "missil@"' CRS f i l e d  
claim t o t a l i n g  kc;.318,082 ($32,898 ) ;y;::iin:ii, t h e  r a i l r o a d  which are pending. CRS 
provided us wit.h t h e  currcnl. s1;at.u~ ot- chcstt claims. 



P a r t i c u l a r s  

17,214 ) Rai1ro:d llas s o l d  sanr-: curmodi t ies  f o r  Rs.39,500. 
22,680 ) Wle  CEIS c la im is for Rs.112,922. FCI has asked 

CRS to  accept  t h e  sales proceeds i n  se t t l emen t  
of its claim. Hefund pending. 

15,112 14,522 kgs.,  were subsequent ly d e l i v e r e d  to  t h e  
c o n s i g r ~ ~ .  ClRS has f i l e d  an amended claim of 
Hs.5,290 f'or t h e  unaccounted f o r  590 kgs. 

( 4 ) lusses by (ljllsi gnees and D i s  t r i tw --. t,or.s : 

We noted rnany i r ~ s  t ;uicc.s where CHS d i d  n c ~  1 1 1 1~ any claims aga ins t  t h e  consignees 
even though t h e  l o s s  w a s  i n  exces s  of' t h e  $300 l i m i t .  Sane s p e c i f i c  examples o f  
such losses were provided t o  CHS and o t k ~ c r s  are a l s o  d i scussed  below and on pages 
14 and 15 o f  t h i s  r e p o r t .  hlost o f  ttu-. c a ses  where claim5 were f i l e d  were later 
wr l t ten-of f  w i th  USAID approval .  

bcomnenda t Ion No. 3 

The Of f i ce  of  Focxf for Fc.ac.e, AII)/W (EVA/FFI)) should 
review t h e  m a t t e r  of  ~ m s e t t l e d  clainls r e s u l t i i ~ g  f r a n  
GO1 i n s t m n e n t a l i t i e s  r e f u s a l  t o  a c e p t  l i a b i l i t y  f o r  
neglibwnt l o s s e s  of  l ' ltle I1  ccmmdities and make a 
determirlat i on  i f  the wr j  ~c-of  f o f  such  l o s s e s  is 
acceptable  under AID 1k:gulation 11 procedures ,  or i f  
n o t ,  advise  t h e  mission of  what is o r  w i l l  be requi red  
vt CHS to  culiply wlLh t h e  i n t e n t  of t h e  r egu la t ion .  

Ikcuciilt:ndat, i on  No. 4 

The Direct,or, US.4111/ L i d  I a s l ~ o u  l d follow-up w i t h  CHS 
on t h e  marine, pol.1, and r a i l r o a d  losses and out-  
s t  anding c l a m  t?nulr:lbal ed  : h v e  l o  ensure  that.  they 
art? act . ively arid forccmfu Ll y purb;ucld i n  accordance wi th  
AID &gul at ion  1 1 procedu r-es . 

CHS Did Not 'l'alcta Action To l iccc~vt~r .  -. l ' l~cl  C ~ s t  -- of Improperly Used Cnrmodities: 

0.r review of r i : c ~ r d s  iu~d rt:pu~.ts c-1is~:losvil scvt?r-a1 in s t ances  of imprboperly used 
cuim>ditics t o t a l i n g  1,142,836 l t i l o s ,  ~ w s t i n g  :ilx~ut $360,338. I n  genei.a.1, CXS 
d i d  not. pursue recovery uc:Lion agairis 1 I. tit: c:orl:;lgrlt%s as requi red  by Sec t ion  
211.9(c) ( 2 )  o f  AID &gulal..ion 1 1 .  



(1) Nellore Diocese: 

I k s p i t e  clear ind ica t ions  of improper use of 16,753 bags (379,958 kgs.) of 
bulgur valued a t  about $89,860, C W  d i d  not f i l e  a claim agains t  the consignee. 
Moreover, although t h e  misuse w a s  discovered i n  September 1980, it was not 
reported t o  t h e  missiorl u n t i l  February 1983. 

In 1980 CRS approved a FFW pro jec t  f o r  t h e  cuns t ruct ion  of  675 houses f o r  
1979 cyclone v ic t ims i n  t h e  Nellore diocese. Four hundred and eleven of  
t h e  houses were to  be constructed by t h e  Diocese of Nellore Social Service  
Society through e igh t  cont rac tors .  The remaining 264 were to be constructed 
d i r e c t l y  by f i v e  par ishes .  CRS suppl ied  26,633 bags (604,036 kgs.) of  bulgur 
f o r  the  p ro jec t .  

A Septahw 198U CRS review disc losed t h a t  t h e  264 houses were s a t i s f a c t o r i l y  
canpleted by t h e  f i v e  pa r i shes  us ing 9,880 bags of  bulgur. Of t h e  remaining 
16,753 bags, which were received by the Society d i r e c t l y  f o r  d i s t r i b u t i o n  
through t h e  con t, ractors , CRS reported : 

- N o  s tock r e g i s t e r  w a s  m l n t a l n e d  f o r  r e c e i p t  and d i s t r i b u t i o n .  

- Attendance r e g i s t e r s  werc kept f o r  only scme cen te r s  and d id  
not appear to be g.?nuine. 

- k n e f  iciarics inLelviewed s a i d  t.hey d id  not rece ive  any bulgur 
o r  received only a f r z t  ion of the  quant i ty  claimed to have been 
d i s t r i b u t e d  to them. 

- In sum. p laces  only a p r t i o n  01 t,he b u l w  was d i s t r i b u t e d  to  
benef ic i a r i e s .  

- Sane contractoi-s were given rwrc than t h e i r  a l l o t t e d  quant i ty  of  
bulgur . 

- StaternenLs made by con t rac to r  s t a t f  nlembers were inconsis tent  and 
unsupported. 

'I'hc CRS reviewers were c ~ n v i n c e d  t h a t  a tuljor p r t i o n  o f  t h e  bulgur s e n t  to 
N e l l o ~ r  cild not reach the and that the snall q u a n t i t i e s  
d i s t r i b u t e d  were to cover up the  misuse. '111e reviewers concluded "there 
was: a suss m i s u s e  of funds and focjd by Llle Uiocesan Society." 

The Dioc,esc r e fu ted  t h e  f indings ,  and CRS dld  not P i l e  a claim. However, 
i n  March 1983 CHS arranged f o r  another  review of t h e  s i t u a t i o n  by a 
chartered account ant . 'lhe chartercbd acCxxmtant reported t h a t  based on 
physical  v e r i f i c a t i o n  of the 675 h c ~ s t . s ,  he believed t h a t  t h e  food had been 
genera l ly  u.=d f o r  t h e  inLended purpose subjec t  to  h i s  a m r e n t s  t h a t :  ( a )  
FFW program document at ion  was weak, ( b) records shown t o  him appeared t o  have 
ken prepared at a l a t e r  date, and (c)  only 64 of  t h e  147 b e n e f i c i a r i e s  
interviewed confirmed t h e  rece ip t  of food but d i d  not remember t h e  quant i ty  
received. 

CHS trlmslilittt:d t h e  repor t  to t h e  rrilssioll In l h y  1983 and asked t h a t  it be 
accepted as an accounting f o r  Lhe cmlnxli ties. However, t h e  mission 
questionod the  r e p o r t ' s  accepta l>i l i ly  hecause (a)  t h e  wnsignee  records d i d  
not provide f o r  real i s t  ic :  mi~ioc l i ty  ;~c;~ou~l ta .b i l i ty ,  and (b) applying 
tx:neficiar.y ;ic~lu~owlt:dgt;tnlcnt 01 I a,cl  c i ~  :;L~'I L ~ L I  t i o n  rcsults kn a shortage of  
approxi~natc>l y I 5,000 t>agi. 



Ccmnenting on our d r a f t  report, CRS aclmwledges t h a t  t h e  docmenta t ion w a s  
weak, records appeared to  have been wr i t  t en  at a later date, and only 64 (43%) 
of t h e  147 benef ic ia r i e s  acknowledged rece ip t  of t h e  f d .  I t ,  hawever, f e l t  
t h a t  t h e  char tered  accountant 's  repor-l should be accepted because it v e r i f i e s  
that 675 houses were b u i l t  and because t h e  issue r a i s e d  is s e n s i t i v e .  

( 2 ) Sion , Bathay C o n ~ i . ~ i e e  : 

A CRS review of t h e  consignee records d isc losed 24,214 k i l o s  o f  carmodities 
(904.5 bags of milkpowder, 67 bag's of 1~ulby.r and 104 cases of o i l )  t h a t  could 
not be accounted f o r  between September 1978 and November 1979. CRS informed 
t h e  mission about t h e  s i t u a t i o n  i n  Novcmlx.r 1982 and later f i l e d  tw claim 
t.otal ing 1 3 s .  233,015 ($23,302) aguinst the consignee. The claims a m  still 
pending. 

( 3 )  S i l i g u r i  Consignee: 

11 1981 CRS review d i s c l o s ~ x l  t h a t  1,he o m s i g n t e  could not account f o r  2,899 
bags: (65,749 kg,%) of bulgur costitlg 3;16,(i61: 

- There w a s  no record of' d i s t r i b u t i o n  for 960 bags f m  a k-r 
1979 c o n s i g ~ m n t  . Sbbequent ly  , in Irtsponso to  our audi t  inquiry,  
C'HS furn~skied a c e r t i f i c a t e  f ' r a n  t h e  Bishop t h a t  t h e  quant i ty  w a s  
d i s t  r i bu led  f u r  trwrgency f e d i  ng . 

- A p1ysic:tl inventory disclosctd n shortcage of 1 ,939 bags compared 
wi th  t h e  book balance. l'hus f a r ,  the matter has not been resolved 
and Cl?S has not f i l e d  a cla;in~ against t h e  consignee. 

( 4 )  Other Instances: 

In  addi t ion ,  as shc>wn i n  Exhibit A ,  wc. ioulld 672,915 k i l o s  of  carmodity 
descrepancies t o t a l i n g  approximately $230,515. 

CRS has not taken prtmpt o r  adtquattl  i~cl iurl  t o  f i l e  claims and recover t h e  
cost f o r  carmodity dt:screpancies as rcbl;lui.red by Section 211.9(d) and ( e )  of 
AID Fkgulation 11. 

?he ~niss ion  accepted ow. reccrn~rendat ion t o  lollow-up on the  s p e c i f i c  carmodity 
descrepancies found and inSolme4 us that- CHS has furnished a list of a l l  
clairns pendlrig as of I)emnkxr 31, 1983 and has also agreed to  fu rn i sh  a 
quar te r ly  updated list of pending c l  ainr; i n  the fu tu re .  In turn ,  t h e  mission 
ha.; revised its l o s s  repor t ing and f'ol low-up procedures t o  ensure t h a t  such 
cases are set I. led txpedi  l.iousl y . 



Recamendat ion  No. 5 

The Director, USAID/lndla should review the a c c e p t a b i l i t y  
o f  CRS a c t i o n s  i n  r e l a t i o n  to Sec t ions  211.9(d) and ( e )  of 
AID Regulation 11 f o r  those  in s t ances  of  carmodity 
descrepancies  noted above, and c la im t h e  cost o f  comnwlities 
t h a t  cannot bc accolul Lc?i For i n  t h o s e  cases where CRS d i d  
not fol low t h e  requirements of  AID r egu la t ions .  

CRS In terna l  Review IZeporLs Do Not Disc lose  - l'he &tent o f  Manageme n t  
and Implementation Problans: 

CIS i n t e r n a l  review r e p o r t s  suhnittcxl LO L k i e  ~ n i s s i o n  do not d i s c l o s e  t h e  ex ten t  
o r  s e r iousness  oP problems e x i s t i n g  i n  t h e  jn-opam. As a result ,  they  do not  
permit t h e  mission t.o make an accural-c asses.snent of  program e f f e c t i v e n e s s  i n  
accordance wi th  SecLion 211.10(b) ( 4  ) clf AID Ek~rula t ion  11. 

CHS lntel-nal  review reports on t h e  ~ . o ~ l a . l  o f  l ices are q u i t e  d e t a i l e d .  Ifowever, 
t h e  consol idated arlrlual n:pr t I'ur.111: ;hcd t o  LISAII) mentions only  r e l a t i v e l y  
minor p r o b l e m ,  and s t a t w n c l ~ t s  w c l - c  genc?rrill y l i m i t t d  to t h e  adequancy o f  
record  keeping at t h e  zonal o f f i c e s .  'I'he r e s u l t s  of v i s i t s  t o  t h e  consignees 
and d i s t r i b u t o r s  were? not included i n  t h e  cot isol idated r e p o r t s .  The 
consol ida ted  r e p o r t s  d i d  not includc! t l ~ e  scr)lx, and ex ten t  of  t h e  i n t e r n a l  
reviews nor  d i d  they  h igh l igh t  [ r a y  of  t h e  problens we found i n  ou r  zonal  
o f f  ice prograrn reviews. 

Chapter 14, *ctlon E2 of  AID Harldlxn>k 9 1.eclul rcs t h a t  vuluntary  a g ~ n c i e s  and 
missions mutually ~zgret., i n  w-i t 1 ng, on i n t e r n a l  review procedures to be 
followed, t h e  minimum frequency o f  intr . rnal  reviews, a schedule f o r  conducting 
than  and f o r  su l rn i t t ing  r e p o r t s  t o  twth t h e  AID mission and AID/Washington. 
These r t q u i r a n e n t s  have nut Ix2en wt, . 
hbrtwver, Sec t ion  211.5icj  and 211.10(b) ( 4 )  of  AID Regulation 11 and Chapter 
14 o f  AID H m d h k  9 r e q u i r e  voluntary  agenc:ies to  ( a )  conduct comprehensive 
i.nternn1 reviews LO "cover a l l  arez< 01.' a. l>L 480, T i t . l e  I1 progarn," and ( b )  
su ik j i t  reprts of  t h e  result.,c; i n  s u f f i c i e n t  detail to enable missions to  
assess i t s  e f  f cct ivcnt?ss i n  pl anni n g  , r : ~ u u g i  ng , cont  r o l i n g  and evalua t  i n g  t h e  
program. ?hc p~*ocedu.l'tks al,w r*t-?c1uilqe r:zi.ssions to  en.sure that ( a )  t h e  require-  
milts f o r  i n t e r n a l  revi-ews are f u l l y  rrx:t., ( b )  t h e  reviews cover  a1 1 a r e a s  of  
t h e  program, and ( c) tile corrccti .ve a 3  liiom are taken on a l l  reccrrmendat i ons  
i n  t h e  rep1.t. 

At t h e  conclusion of our  aud i t  wtA wtrc i n f o m x l  t h a t  CW and t h e  mission 
"have discusstxl t h e  mutually w-ced u p n  mlly~rehensive i n t e r n a l  review 
procedure. lhat procedure, beginning (,Y 1984, w i l l  cover two zones and CRS 
headquarters  and t h e  mpr . chens ive  reprt  w i l l  be subinitted to USAID by Apr i l  
30, 1985. A rc-ndation on t h i s  sul,ject crm be c losed  alter t h e  m a n m n t  
consul tan t  f i rm  has  culipletc:d its ~ v o r l c  t o  es1,ablish f o m l  gu ide l ines  and 
procedures t o  be used by CRS in tern ; i l  revlewcrs dur ing  t h e i r  reviews." 

Hecuina.nda r lor1 ---- No. 6 

l'ht' 1)i rcx t o ~ . ,  11>iA11I/ 1 1 1 ~ 1  I :t :,11ould ~ ~ : q u i r e  CFLS t o  develop 
IINT ila 1 ly  ;igrec:d ULX,~~  cc1111)i ( l1t:nsive ~ n t e r n a l  rev1 w and 
r t>[mr(  l n t r  11r~oc.c.d~ t't1.y 1 11 ac.c.1 )t'dru~c:t:, with C h a p ~ e r  14, 
S ~ c t l o l ~  i , ,  01 i \ l U  ~L,LIILILX)(~I\. 9 .  
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C I S  propam s u p r v i s i o n  ha% not k=ri adcquat o to  ensure that T i t l e  I1  
carmodit,ies were u s t d  e f f e c t i v e l y  and i n  accordance wi th  AID r egu la t ions .  
CRS has 8 f i e l d  rev i twers  (FRs) i n  t h e  t w o  zcms v i s i t e d  by us who are 
respons ib le  f o r  m n i t o r i n g  t,he proparrs  of 65 consignees, 3,221 
d i s t r i b u t o r s  and thousands o f  FkW pmjecLs .  Our review of  t h e  FR r e p o r t s  
and o t h e r  r e l a t e d  documents and recilrds d i sc losed  t h e  fol lowing weaknesses : 

- seve ra l  irtlportimt program were not  covered; 

- l n s t a n c ~ s  where exceptions w:re not taken to scme probleslr;, 
o r  t h c  problern arc-tas w e r e  not f u l l y  developed, or t h e  
information w a s  con t r ad ic to ry  t o  o t h e r  d a t a  a v a i l a b l e  i n  
t h e  r t?ports ;  

- programs having many p r o b l a ~ t ;  uere ternled as opera t ing  
s a t i s f a c t o r i l y ;  

- tmntrol rt?c:ords for fol 1 owing-up on dcf i c i  t sncies were e i t h e r  
not  kept or. wre inuxnplete;  and, 

- information W;LS: not, availablt-. 1.0 show i f  dequaLe  c o r r e c t i v e  
act ions  wt:rc t &en on ciei j c j  en(: i t ~ s  no led .  

Sec t ion  211.5(b) of A I D  Reg-ulatjori 1 1  rcclui I-l-ts ~~~~~~~y agencies  to provide 
adccluat e supervisory  p?rx>nnc?l l'ur t t1(: I >  1' f i c: i c:n t oyx :rat ion of  t h e  progTeanl, 
i ncluciing end-use checks. Suhst?cluc?rit. 1.0 l:hc? cal lplet ion o f  our a u d i t ,  
informed us t h a t  i t  had i n i  t i a l o d  or' 1) Lulnt?tl severa l  ac,t,ions t o  improve 
p ropam supe lv i s ion  to C X ~ T I ~  1 y w i  Lh Lhr: ~ - t : g ~ l a t .  ion. 'l'hese inc lude  d e v e l o p  
rnent of  b e t t e r  contro. ls  and ]~l-tx:edu~'e:;, s t r i c t e r  revitwl and follow-up o f  
ER r e p o r t s  and consignees r e s ~ n s c - s ,  ~.c?vision of  report formats,  planned 
t r a i n i n g  o f  the  &'Hs:, a id  a rt;.ciui.r~1~nl, f o r  consi&mt%s to  review t h e i r  own 
p r o g r m  . 
In  view of t -h is  and twcaw-;e irnp1uvf3rx::nt. (.)I prSogram supervis ion  would be a 
p r e r e q u i s i t e  t.o adequatct -imp1 e n e n  t.at,itin of 1~:ca l iendat ion  No. 1, we  have not 
made a s e p a r a t e  rt:<:unlr~ncial ion tit'rc?. 

Clonsi gnties and d i s t r i  l~ut,ol*s had ~ ~ o r _  l ir  5pL xltlclual e accoun tab i l i  t,y records  f o r  
program generated funds, and CliS' rlxm ~ t o r l n g  of such funds is not e f f e c t i v e .  
&nt 1-01s are lacking  t o  cnsure 1lle funel.; xl-e used f o r  authorized purposes. 

14h~ds are gcnttrnted j n 1,lie T i t l e  1. I pr(,gl:.l.:uii f'r.cni t h e  sale of empty con ta ine r s  
atld from P ~ x d i n g  program charges.  Sc:c:t ion 2'1 1 . !i( i ) of AID &@at ion 11 
s p x i f  ies t h a t  tile auttlc ~r . ized  m t : ;  I(>r wh.i c:h t hese  funds can be w d  incl.ude 
t rLmspr~r~ l~~ l : . i o r i ,  slor'agv ant1 h;mrlling of ccxn~xdj . t ics ,  cons t ruc t ion  of  ware-  
houses, and p;tym?n t,s t,o personnel. cr3q) 1 oyt.tl t)y voluntary  agencies  i n  support  
of T i t  1 e I I progrm-rs . Illt.:y may al.su 1.92 used f o r  o t h e r  pro@-am eqx?nses 
sFci. f icnl1.y althlorized \-)y AIL ) .  

Consignet~s and d i s t r i t ) ( ~ l o r s  gcnl-'rattl furid, 11,tnl t h e  sale of  con ta ine r s  as 
wcLl tk, f rtxl~ I r ~ u l s ~ ~ ~ l . 1  , l~:u!d I ~11% ;LI~CI ,tbtVv I c:tL ~'hi~t.gt '>j,  r e g i s t r a l i o n  fees and 
SUperVlb 1 0 1 1  ~ ' 1 1 ; ~  gts:3. 



Records avai lable  f m  t h e  two Madras zone consignees v i s i t e d  by us show 
collections of Rs. 3.6 mi l l ion ($360,000) f r a n  such sources during t h e  
audi t  period. In  addit ion,  cunounts ranging f run Rs.75 t o  Rs.920 per  
project  un i t  ( w e l l ,  house, e t c . )  were a l s o  being co l lec ted  f m n  FFW project  
benef ic ia r i es ,  b t  d e t a i l s  on t h e  t o t a l  m u n t  co l l ec ted  f m  this source 
w e r e  not avai lable .  Generally, we  c ~ u l d  not determine i f  t h e  funds wre 
used f o r  authorized purposes becaust? of unrel iable  or incunplete account- 
a b i l i t y  records and lack of supporting documentation. A consignee in Ranchi 
and h i s  d i s t r i b u t o r s  v i s i t e d  by us had not kept any record of collections. 

Overall ,  w e  noted tha t  21 of  t h e  39 mnsigpees i n   madras and 22 of  t h e  24 
consignees i n  Calcutta had not furnish.ed t h e  program charge repor t s  to  CRS. 
Therefore, it is poss ible  t h a t  similar accountabil i ty problem may a l so  
exist with consignees and dis t r ibutors ;  not v i s i t e d  by us. 

Our previous audi t  report  (No.5-386-79-5 dated February 28,  1979) had also 
carmented on t h i s  problem and reccrrrnended tha t  proper co l l ec t ion  and 
expenditure records should be kept t o  ensure t h a t  funds are used f o r  
authorized purposes. The mission re fe r red  t h a t  recmnendation t o  AID/W 
who i n i t i a l l y  suggested t ha t  per iodic  rcports on program funds be suhni t ted  
t o  t he  USAID. However, as t he  mission f e l t  t h i s  w u l d  be unworkable, AID/W 
then required t h a t  it determine t he  best method of keeping accountabi l i ty  
records, and be cccrgletely s a t i s f i e d  that  t h e  method would be su f f i c i en t  t o  
assure proper use of program generated funds. We closed t h e  recarmendation 
on t h e  ba s i s  of mission assurances t h a t  proper records w i l l  be kept by t h e  
consignees and d i s t r i bu to r s ,  and woulcl be reviewed by CRS and mission o f f i c i a l s  
during f i e l d  v i s i t s .  This has not happened. 

CRS o f f i c i a l s  agreed with t h e  f inding and stated t h a t  corrective ac t ion  w i l l  
be taken. I n i t i a l  discussions have been held with two chartered accounting 
f i m  about t h e  developncnt of an appropriate system of accountabi l i ty  and 
t h e  t r a i n ing  of s t a f f .  

kcarmt3lldat ion No. 7 

The Director,  USAID,'lndia should requ i re  CRS t o  
e s t ab l i sh  and implerncnt an accounting and m n i t o r i n g  
s y s t a i  f o r  program generated funds t ha t  m e t s t h e  
requ i rments  of Section 211.5(i) of AID Regulation 
11. 



OIlBE PERTINENT FINDINGS 

Warehousing Conditions and Pract ices  Were Unsatisfactory at  Calcutta 

Section 401 of PL 480 requires t ha t  adequate storage f a c i l i t i e s  be available 
in  t he  recipient country t o  prevent spoilage o r  urastage of T i t l e  I1  carmodities. 
In Calcutta, w e  found unsatisfactory storage conditions and pract ices  which also 
contributed to the  unauthorized diversion of carmodities. 

In v i s i t i ng  15 of t he  26 sheds in  twc~ X I  warehouses in Calcutta, we found 
the  sheds d i r ty  and dusty with cohvebs v i s ib l e  on the  bags. Dunnage had not 
been provided, and as a resu l t  food vrds s p i l l i n g  fran the  bags. Stacking w a s  
improper and w e  could not count the  stock in  10 of the  15 sheds vis i ted.  We 
also noted that :  

- Stocks of various voluntary agencies were mixed together in the  
stacks.  Consequently, physical inventory of cmmdities could 
not be canpared to  the  book balatlces of t he  individual agencies. 

- There were differences bet~vct!n the  balances shown on CRS records 
and FCI records. There were a l so  differences between quant i t ies  
shown on the  bin cards zmcl the  quant i t ies  counted by us. 

- 25,447 kgs., (1,122 bags) of corn soy milk (CSM) received between 
May 1979 and March 1980 wore s t i l l  i n  storage and had been declared 
as unf i t  for  human wnsmptic)n i n  April 1983. CRS has is.rmed a 
claim f o r  Rs.93,394 ($9,339) against FCI f o r  t h i s  loss.  

- Cartons of vegetab1.e o i l  st;o~.ed i n  three sheds of t he  Brooklyn 
warehouse w e r e  leaking and the  f loor  w a s  covered with o i l .  
Subsequently, CRS had the  ilsslble o i l  repackaged and issued. A 
claim has been f i l e d  against t he  ca r r i e r  f o r  t h i s  as w e l l  as the  
o i l  lost fran the leaking caris. 

CRS Camnents 

CRS o f f i c i a l s  acknowledged tha t  storage conditions in  the  Calcutta warehouses 
are not good. However, they also po1-ntc4 out t ha t  FCI is not a CRS contractor 
but an independent GO1 agency handling T i t l e  I1 c m m d i t i e s  under the  auspices 
of the  Ind-U.S. Abrl-txmnt. Therefore, silice CRS does not have supervisory 
responsibil i ty over FCI , and its pasl; i n i t i a t i v e s  have not resulted in 
substant ia l  impmvements, they fe:l l.he issue needs to  be discussed a t  a higher 
I eve1 . 
Mission Cmments 

In response to  our d ra f t  report ,  mission o f f i c i a l s  informed us they are aware 
of t he  poor conditions a t  t h e  Calcut1;a port and FCI warehouses. However, the  
following events or actions have take11 place which the  mission believes should 
impmve the  s i tuat ion:  



- The f o m r  FCI manager was replaced by a person who seems mre 
respons ive  to t h e  warehousi ng prob'ltms. 

- Because of  t h e  suspension of t h e  Ranchi program and p r o b l e m  
wi th  KI Ca lcu t t a ,  CRS has  reduced its wheat a l l o c a t i o n  by 46 
percent .  Moreover, FCI , i n  consu I t u t i o n  wi th  CRS , began i n  
November 1983 t o  t r a n s f e r  bulk wheat consignments t o  a Wern 
s t o r a g e  f a c i l i t y .  An inspec t ion  showed t h a t  t h i s  s t o r a g e  f a c i l i t y  
was  c l ean  and carmodi t ies  were properly s tacked and maintained. 

- Mission o f f i c i a l s  v i s i t e d  t h e  Ca lcu t t a  port  and warehouse f a c i l i t i e s  
and d iscussed  t h e  problem; wi th  FCI o f f i c i a l s .  Various s o l u t i o n s  
were o u t l i n e d  and FCI agreed t o  pursue them. Both CRS and t h e  
mission p lan  t o  a c t i v e l y  m n i t o r  t h i s  aspec t  i n  t h e  f u t u r e .  

Audit Garments 

Because of  t h e  a c t i o n s  being taken and nlissiorl assurance t o  c l o s e l y  m n i t o r  t h e  
warehousing p r o b l m s  a t  Ca lcu t t a ,  m e  are not making a r e c m n d a t i o n .  We 
suggest ,  however, t h a t  i f  t h e  problems continue,  t h e  mission and CRS should 
review t h e  f e a s i b i l i t y  of us ing  an a l t e r n a t i v e  port and FCI f a c i l i t i e s .  

Procedures For Es t irna t i n g  C u r m o d i ~ R e c ~ u i r t m e n  ts N e e d  Improvement 

1. C a l l s  Forward (Ccrrmodity Orders,) --. 

In  accordance wi th  t h e  procedure spec i f i tx i  i n  AID Handbook 9, Chapters  6 and 7, 
voluntary agencies  s u b i t  annual es t ln la tes  ol' r qu i r e rnen t s  (AER) t o  t h e  local 
AID mission f o r  review and t r anvr i i t t a l  t o  AID/W. A f t e r  AID/W approval ,  t h e  
AER r ep resen t s  AID'S comnitment t o  supply t h e  s t a t e d  q u a n t i t i e s  f o r  t h e  T i t l e  I1 
program. Subsequently, t h e  voluntary agencies  submit r eques t s  f o r  shipnent  of 
carmdities, r e f e r r e d  t o  as calls  fonvdrd, aga ins t  t h e  approved AER. Normally, 
calls forward are s u h n i t t e d  t o  cc)verS prog~arr~  requirements f o r  3 m n t h s .  

To canpute t h e  q u a n t i t i e s  t o  be c;alled fotward, CFS f i r s t  determines t o t a l  
a m m d i t y  a v a i l a b i l i t y  i n  t h e  c o ~ m t ~ . y  and then  deducts  t h i s  amount from 
estimated consumption f o r  t h e  periocl. Our review d i sc losed  t h a t  CRS estimates 
of q u a n t i t i e s  t o  be  c a l l e d  forward w e r e  111f 1 a t d  because: 

- CR$ does not i l lclude as part. of a x n u d i t y  a v a i l a b i l i t y  q u a n t i t i e s  
t ha t  were e i t h e r  r e ~ e i v e d  01. due to  be received after t h e  cut-off 
da t e .  

- CRS d i d  not make appropr i a t e  adjustments  i n  t h e  c a l l  forward 
q u a n t i t i e s  f o r  a c t u a l  inven1;or.y on hand which turned  out  t o  b e  
h igher  t h a l  p ro jec t ed  i n  t h e  AER. 

A s  a result, f o r  example, t h e  q u ; u ~ t : ~ t i c s  ; ~ v a i l a b l e  f o r  d i s t r i b u t i o n  i n  1982 
exceeded t h e  requiranent  s : 



Quantity ( i n  K') 
Actual Net Excess 

Per llER Availability Avail able 

Grains and Other Food (CSM,WSH) 132,533 138,812 6,274 

O i l  

CRS officials agreed wi th  our observa.tion and stated that steps have been taken 
to  improve the procedures which will be followed i n  future suhnissions. Also, 
CRS made appropriate adjustments in its 1983 4 t h  quarter cal l  f o m d  because 
of higher actual inventories. In :tddition, i n  February 1984, the mission 
advised AID/W that CRS h a s  about 20,500 Mi' of ccmnodities costing $6 million i n  
excess of *at was pmject~xi i n  the 1984 =. ?'his excess w i l l  be adjusted 
against the remining quantity to be called forward i n  1984. 

2. Carmodity Allocations 

CXS internal reviwers reported that p r o j ~ r '  allocation procedures were not 
being follovied by the zonal of €ices. The mnal offices later stated that 
necessary corrective action had L t u ~ n  taken. i-Iowevcr, we found that the offices 
were still not considering distributor-ltwcl inventories, stocks i n  transit, or 
stocks on hand i n  making ccmmdity allocations. 

For example, i n  Calcutta we found t h a t  scnx? consigmees who already had several 
years of vegetable o i l  on hand werSc: nllocatcxi additional o i l  while sane others 
who had l i t t l e  or no o i l  were not c~llocuted anything. 

Consignee 

Tura 
Kaigan j 
Kohima 
Imphal 

I b t a l  Stock Additional 
FY 1983 Balance Allocation of 

O i  1 of O i l  O i l  During 
Requirement on 9/30/82 10/1/82 - 3/31/83 
- (Kgs. ) (Kgs. ) ( Q s .  

Overall, our cvlalysis disclosed that 16 of' t h e  24 consignees a t  Calcutta had 
excess o i l ,  grains or both. Similarly, i n  h l c W = ,  we found that instead of 
program needs for only s i x  m n t h s ,  s;anle consignees received allocations 
sufficient for 7 to  32 nlonths while others received allocations for only 3 to  4 
m n t h s  . 
Ccnmenting on our findings, C W  ot l ic ials  statxxi that steps have been taken 
to avoid issuance of stocks i n  cxcclss of pl.i)mal11 needs .  These include develop- 
ment of' necessary formats and contlsols over allocations, cansideration of 
consignee inventory levels i n  nuking new alloc,ations, cancelation of same 
consignet: oi 1 :L 1 locations and revA k i l o 1 1  c J L other allocations to avoid excess 
inventoiy . \Ye havt? , ttwl.e 1 ore, not. nnadc? : u i ~  i*~wamnendat ion. 



Improvgnents Are Needed i n  CRS ' Reporting t o  AID 

A I D  r equ i res  t h e  following pe r iod ic  :reports on t h e  opera t ions  of a T i t l e  I1 
program: 

1. Camnodity S t a t u s  Reports (CSR) which show comnodities received,  
d i s t r i b u t e d  and available i n  stock.  

2. Recipient S t a t u s  Reports (RSR) which show t h e  number of actual 
r e c i p i e n t s  and t h e  food dis - t r ibuted  t o  then. 

CRS has sutmi t ted  t h e s e  r e p o r t s  to  AID as required and has kept documents t o  
support t h e  f i g u r e s  shown i n  t h e  :repx-ls. We noted, however, c e r t a i n  areas 
where improvements are needed t o  ~ m k e  t h e  r e p o r t s  mre accurate.  

Ccmnoditv S t a t u s  Remr t s :  

Adjustments reported i n  these  report:; were not being regu la r ly  reconciled or 
f u l l y  explain&, and t h e  1-e~ml-tcd inventory was: i n f l a t t d  t o  t h e  ex ten t  of out- 
s tanding adjustments. In  addi t ion ,  cxsmxi i t ies  re turned by t h e  d i s t r i b u t o r s  
w e r e  being shown as consi&meels r ece ip t s .  l 'his  procedure resulted i n  t h e  
r epor t ing  of c a m d i t y  d i s t r i b u t i o n s  twice - once when t h e  c m m d i t i e s  were 
i n i t i a l l y  supplied t o  t h e  d i s t r i b u t o r ,  and again a f t e r  t h e  returned carmodities 
were issued t o  another d i s t r i b u t o r .  The t o t a l  quant i ty  of ccmnodities returned 
by t h e  d i s t r i b u t o r s  w a s  not r ead i ly  ava i l ab le ,  but CRS o f f i c i a l s  d id  not be l i eve  
it would be large .  F ina l ly ,  CRS d i d  not report t h e  September 30, 1981 physical  
inventory as required.  Although t h e  p l ~ y s i c a l  inventory was  repor ted  i n  t h e  
1982 repor t ,  w e  found t h a t  adequate i x t i u n  w a s  not taken to  reso lve  unexplained 
d i f fe rences  observed during t h e  p l ~ y s i c a l  count. 

Recipient S t a t u s  Reports: 

The accuracy of t h e  RSRs was a f fec ted  by cases o-f incarrplete arid inaccura te  
r epor t ing  by t h e  consignees. For example, we found t h a t  some consignees were 
repor t ing  t h e  approved l e v e l  of  f&:ing and not  t h e  a c t u a l  number of 
b e n e f i c i a r i e s  fed.  

We a l s o  noted cases  where colrmodity report i s s u e s  d i d  not agree with t h e  
r ec ip ien t  repor t  r e c e i p t s .  In  sane (:~t';es, t h e r e  were l a r g e  d i f fe rences  where 
r e c e i p t s  exceeded i s sues ,  or v i c e  versa.  S imi lar ly ,  t h e  t r a n s f e r s  of 
ccmnodities between d i s t r i b u t o r s ,  and cwnmdi t ies  re turned by t h e  d i s t r i b u t o r s  
to  consignees were not c o r r e c t l y  r e f l e c t e d .  A s  a result, t h e  RSR inventory 
w a s  i n f l a t e d  and c m d i t y  accounting at t h e  d i s t r i b u t o r  l e v e l  w a s  incorrec t .  

CRS o f f i c i a l s  genera l ly  agr~d with our observations and s t a t e d  t h a t  appro- 
p r i a t e  s t e p s  have k e n  or w i l l  be inf i t ia tcd  to address t h e  problem.  Regarding 
t h e  unexplained inventory d i f fe rences  and o the r  s p e c i f i c  observations,  CHS 
has asked consignees f o r  explanation:; which were pending at t h e  conclusion of  
our aud i t .  In view of t h e  CHS a c t i o ~ l s ,  w e  have not made a recamnendation but 
suggest mission follow-up to  d e t e m u ~ l e  i f  necessary improvements have been 
made to  ensure accura te  r t y o r t i n g .  



AID Markings were not Being Obliterxted fran Ehpt;y Containers 
Prior to Sale 

Section 211.5h(2) of Regulation 3.1 requires that if the empty containers are 
sold for carmercial use, the U.S. Government markings must be obliterated 
prior to sale. Although CHS has issued instructions to this effect, we found 
the distributors were generally not following the instructions. CRS officials 
informed us that they will issue fresh instructions to the field stressing 
canpliance with the AID regulations on mpty containers. 



D e t a i l s  of  Improperly Used Cmmdities 

RAF - Grains  O i l  
No. Page - Q s . )  (Kgs.) 

Food For Work P r o p a m  

Annex. 330,560 17,846 
A (14)* 

To ta l  

S Lock records not ava i l ab le .  

Una.1 t hor i zed  use of  carmodit ies . 
Stock records not  ava i l ab le .  

hcx?ss consumption. 

Conslgric* issues unacknowledged, 
unauthorized uses o f  carmodi t ies ,  stock 
records not a v a i l a b l e  or u n r e l i a b l e ,  
recorded information was  c o n f l i c t i n g ,  
d u p l i c a t e  issues, inventory shor tages ,  
act,ual d i s t r i b u t i o n  less than  t h e  recorded 
quan t i ty ,  and carmodi t ies  used f o r  a 
p r o j e c t  on which work was not  s t a r t e d .  

lnccrtylete  or u n r e l i a b l e  stock records, 
recorded information was c o n f l i c t i n g ,  
cnnsibmee issues not acknmledged, and 
l r i v ~ n t o r y  shortag.ps. 



EXHIBIT A 
Page 2 of 3 

D e t a i l s  of Improperly Used G m m d i t i e s  

RAF Grains Oi 1 
N O ~ P *  (Kgs.> ( 1 4 s ~ ~ )  r3~max-b - 

Other Programs 

1 33 & 34 113 7 1 7  Consunption claims i n f l a t e d .  

2 22 7,643 10,794 Consunption i n  excess of  approved r a t i o n  
rates during October 1981 and February 1983. 

Annex.C 3,538 440 Ccrrnlorlities d iver ted  f o r  i n e l i g i b l e  purposes. 
(1 ,2 )  

Annex. C 794 48 5 C o n s i g ~ w  i s s u e s  not. acknowledged. 
( 3 )  

Annex.C 1,111 - 1nvc:ntory shor t  ages 
( 4 )  

Annex.C 2,177 42 C o m n p t i o n  i n  excess of approved r a t i o n  
(4,5)  r a t e s  during FY 1982. 

Annex.C 2,268 304 Conmnption claims quest ionable f o r  t h e  
(6 p r i d  October 1982 to W c h  1983. 

Annex.C 3,856 24 Consunpt ion i n  excess of  approved r a t i o n  
(7 ,8 )  r a t e s ,  and inventory short*. 

Annex.C 1,746 2 1 Consuq~L.ion i n  excess of  approved r a t i o n  
(11) rates . 

Annex.C 9,231 129 Cunsig~;ntws ' i s sues  not acknowledged, 
(13,14,15) consunl)tion i n  excess of approved r a t i o n  

r a t e ,  d i s t r i b u t o r  had not kept any s tock 
records,  inventory short-s . 

Annex.C 1,406 105 C ~ ~ n w n p t i o n  i n  excess of approved r a t i o n  
(16) rates, i t~ventory  shortage and unauthorized 

use of cammdities.  



EXHIBIT A 
Page 3 of  3- 

D e t a i l s  o f  Improperly Used Camvxiities 

RAF' - Grains O i l  
No. Page - ( K g s . )  (Kgs.)  

Other Progl-ams 

2 Annex.D 5 67 63 Corlsumption i n  excess of  approved r a t i o n  
( 1 )  r a t e s .  

( 3 )  4,638 - Corlsipee i s s u e s  not acknowledged, inventory 
shor tages ,  and consunption i n  excess of  
apl~mved r a t  ion  rates. 

( 4  77 2 - C o ~ ~ s i g n c t e  i s s u e s  not acknowledged, and 
i i~vea to ry  shortages.  

( 5 )  2,880 3 1 Consumption i n  excess of  approved r a t i o n  
rates. 

Annex. E 5,398 165 Inventol-y s h o r t a g e  and consumption i n  excess 
(1) of' artr,pr*oved rat ion r a t e s .  

( 2 )  658 - Consumption i n  excess of approved r a t i o n  r a t e s .  

Tot a1 

Tota l  01 
a l l  Frograms f325,30_G_ ------- 44 ==&--- 509 = W&,.913 - .- - - . - - - 

* N e t  quant i ty '  a f t e r  minor adjustments made based on LW explanations.  

** Tota l  quan t i ty  of 48,796 Kgs. m p r i s e d  of  23,485 Kgs. corn soy milk and 
25,311 Kgs. bulgur wheat. 

NOTE: We have used t h e  FY 1981 p r i c e s  f o r  mnput ing  the value of 
ccmmdit ies  . In t h e  FEW propani ,  value w a s  cunputed by 
averaging tkie 1981 p r i c e s  f o r  wheat , b u l ~ w r  and corn. 



EXHIBIT B 
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Ship-mnt No., L o s s  
& Arrival Date Ccmnodity Quantity (Kgs.) Value (Rs.) 

1. 2951, 5/26/80 
Kandla 

295,770 Marine 919,521 
623,949 Port 1,939,859 

According t o  t he  surveyor's t a l l y ,  the t o t a l  shipllent of 128,000 bags was 
accounted f o r  as follows: 

( In  Bags) 

Sound 125,758 
Sl  aclc/Torrl 1,192 
Short 7 andcxl 1,050 

128,000 
---- 

However, according t o  the  accountat~i l i ty  records a t  t h e  time of our aud i t ,  
only 87,448 bags were sound. Another 16,166 bags were damaged o r  empty, 
and 24,386 bags had riot been de 1 l.vel.ed f run the  port. Subsequently , the re  
were fur ther  changes i n  t he  t a l l y  which f'ina7ly read: 

Sound bags 87,418 
Fmpty bags 
(reconstituCion loss )  210 
Shortlanded 12,831 
Damaged bags t o  be 

w r i t t e n  off' 23,486 
Unscrviceab le bags 

offered by t h e  port 4,025 

128,000 
--- --- 

The por t  au tho r i t i e s  did not i ssue a c e r t i f i c a t e  f o r  t he  shortlanded bags 
u n t i l  t h e  t ime of ow audi t  . Thc~ damagtxi cargo was declared un f i t  f o r  human 
consumption and was reportedly l y ~ n g  a t  t he  Kandla port .  According t o  CRS 
o f f i c i a l s ,  delays i n  dispatch oi l ~ e  cargo occurred because of a dispute  
between t h e  port  and FCI over the paynx:nt of d a m r a g e  charges. This d ispute  
l ingered on f o r  over tm years before t h e  port waived t h e  demnurage charges. 

Subsequent t o  t he  ccmpletion of our aud i t ,  CRS informed us tha t  a shortlanding 
c e r t i f i c a t e  f o r  t he  12,831 bags WiIS  f i n a l l y  obtained f m  t h e  por t  and sen t  t o  
its New York o f f i ce  on March 30, '1983, a m s t  th ree  years a f t e r  t h e  s h i p ' s  
a r r i va l .  New York w i l l  take  clairn action fo r  t he  12,831 shortlanded bags and 
210 empty bags. 

CRS informed us t ha t  an inland lais claim fo r  Rs.1,939,859 ($193,986) was 
f i l e d  against  t he  FCI on Septdrbe.r 2 ,  1983 f o r  t h e  23,486 damaged bags and 
t he  4,025 unserviceable. bags. 



EXHIBIT B 
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Shipnent  No. , L o s s  
& Arrival Date  Carmodity Quant i ty  (Kgs.) Value (Rs. ) 

2. 2890, 10/30/79  B u l ~  
C a l c u t t a  

377,304 Marine 
355,418 P o r t  

The independent su rveyor ' s  March 24, 1980 r e p o r t  showed t h a t  172,934 bags 
were d i scharged  a g a i n s t  t h e  b i l l  of  l a d i n g  q u a n t i t y  o f  170,991 bags; an 
excess of  1 ,943  bags.  However, t h e  survey report mentioned t h a t  d i f f i c u l t i e s  
were experienced i n  o b t a i n i n g  an a c c u r a t e  count ;  t h e r e f o r e ,  t h e  b w  t a l l y  
recorded du r ing  d i scha rge  should b e  considered as only  nea r  accurate. 
However, t h e  later d e l i v e r y  survey r e p o r t  d a t e d  hlarch 3, 1981 showed t h e  
f o l lawing  : 

Sound Quant i ty  d e l  i ve rcd  138,684 Bags 
Shortage 16,636 Bags (377,304 Kgs.) 
Quant i ty  l y i n g  at  p o r t  15 ,671  Bags 

CRS i n  New York ass igned  t h e  c l a im  r i g h t s  f o r  the  16,636 bags to  t h e  USDA 
(CCC) on J u l y  8, 1982. 

The U S A  made a claim of' $140,917 , ~ g t ~ i n s t  t he  s teamship cmpany.  l'he Cctrrpany 
hawever, d i spu ted  t h e  c la im on t h e  grounds t h a t  t h e  s t evedore  r e p o r t  showed 
d e l i v e r y  of more than t h e   manifest^-xl number of  bags. The ccmpany f u r t h e r  
maintained t h a t  "total chaos" exisl ,cd i n  t h e  p o r t  a t  t h e  t ime  o f  unloading 
and t h e  sho r t age  could be a t t r i b u t ~ 4  to t h e  problems encountered i n  making 
d e l i v e r i e s  a f t e r  unloading. The UmA r e f e r r e d  t h e  m a t t e r  to  CRS f o r  
c l a r i f i c a t i o n s  on March 3, 1983. L%/Calcutta,  i n  t u r n ,  n o t i f i e d  New York 
on J u l y  14 ,  1983 t h a t  t h e r e  might l~avc? been conges t ion  i n  t h e  port, b u t  it 
could not  b e  telmed total chaos.  'he matter is still pending. The 15,671 
bags (355,418 K g s . )  l y i n g  a t  t h e  pxt w e r e  never d e l i v e r e d  to K1. On June  
3, 1982, t h e  FCI reques ted  t h e  p o r t  a u t h o r i t i e s  to i s s u e  a sho r t l and ing  
c e r t i f i c a t e  f o r  t h e  bags,  bu t  t h i s  w a s  nc3vt.r done. F i n a l l y ,  FCI i s sued  a 
letter on Decanber 14 ,  1982 c l a u l i l ~ g  Hs.1,002,279 f o r  t h i s  sho r t age  from 
t h e  p o r t  a u t h o r i t i e s ,  b u t  ha s  not  received an answer. 

CRS repdrted t h e  matter to  t h e  USnl\ and was advised to cons ide r  t h e  
sho r t age  an i n l and  l o s s  and r e p o r t  i t  to t h e  nlission. I n  a letter d a t e d  
March 14 ,  1983 to  New York, CRS s t a t e d  t h a t  t h e  m a t t e r  was be ing  pursued 
wi th  FCI, bu t  no ful-ther corresponcfence a f t e r  t h a t  was a v a i l a b l e  i n  t h e  
f i l e s .  Subsequent to  t h e  canp le t i on  of our a u d i t ,  CRS informed us t h a t  
a c la im is being pursued w i t h  XI. The matter is still pending. 



EXHIBIT B 
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Shipment No., L o s s  
& Arrival  Date Carmodi t y  9 a n t i t y  (Kgs.) Value (Rs . ) 

3. 2807, 3/11/79 Wheat Soy Bl  t?nd 33,725 133,072 
Ca lcu t t a  (WSB) 

1,487 bags (33,725 Kgs.) of  WSI3 were shown as shor t landed i n  t h e  independent 
survey r epor t .  The loss could not b e  included i n  t h e  marine c la im because 
t h e  p o r t  would not i s s u e  a shor t l and ing  c e r t i f i c a t e  because of  a d i s p u t e  
about t h e  cargo. The po r t  authorities s t a t e d  t h a t  barges had landed t h e  
cargo, but  t h e  bags bear ing  t h e  rit levant con t rac t  nunber were not 
ava i l ab le .  

Subsequently, i n  A u g u s t  1981, t h e  por t  inf'ormed C W  t h a t  t h e  cargo  had 
been dec lared  u n f i t  and dumped i n  t h e  :%>a. When quer ied  as t o  h m  t h e  
shor t1  andcul cargo btx'm? u n l i t ,  t h e  uuthmri ties s t a t e d  they had i n f o m d  
FCI i n  Apr i l  1981 t h a t  t h e  bags l y i n g  i n  t h e  mrt uncleared were t o r n  
and damaged. FCI , however, den iecl that i t  was eve r  in f  onred about t h e  
matter. A s  a r e s u l t ,  CRS could not f i l e  a c la im aga ins t  FCI, and t h e  
port r e f  used to  accept responsibi.1 i t  y . 
The p o r t  d i d  f i n a l l y  g ive  a port health o f f i c e r ' s  c e r t i f i c a t e  a t t e s t i n g  
t h a t  t h e  ccmnodities were u n f i t .  CIS o o f t i c i a l s  be l i eve  t h e  l o s s  occurred 
due to  negligence of  t h e  carriers because t h e  comrmti t ies  were i n  t h e  
custody of t h e i r  b a i l e e ,  i .e. ,  t h e  po r t .  On t h a t  b a s i s ,  CRS s e n t  t h e  

c e r t i f i c a t e  t o  New York i n  Jur,e 1982 f o r  necehsary c la im a c t i o n  
aga ins t  t h e  carriers. 

Shipnent No . ,  L o s s  
& Arr iva l  Date C m d i  t y - (h; .ui t i ty  (Kgs.) Value (I&. ) 

1,241 bags o f  bulgur were shown ils shor t landed i n  t h e  May 20, 1980 survey 
r e p o r t , . b u t  t h e r e  was a d i s p u t e  ktwtutn t h e  port and FCI about t h e  a c t u a l  
number of bags 1,mdcxl. According t o  a CRS memo of  Decmber 28, 1981, t h e  
po r t  records  showed a shor t age  of  only 330 bags. A f t e r  a cons iderable  
l a p s e  of t ime,  t h e  po r t  tractul t h o  o t h e r  911 bags, but  they were found 
damaged. Subsequently, they were declared u n f i t  and were repor t ed ly  
destroyed by t h e  po r t  without CW' knowledge o r  approval.  An amended 
survey report was issued on Febnlary 15, 1982. A p u b l i c  h e a l t h  o f f i c e r ' s  
c e r t i f i c a t e  was even tua l ly  received hy CIB and forwarded to  N e w  York on 
May 20, 1982 f o r  f i l i n g  a claim. 



Missing 
Shipnent N u m b e r  Quantity Claim Pmount 
and Arrival Date C o m m o d i - t y  (Kgs. > (Rs. > 
2830 - 5/79 CornSoy Milk 8,097 Rs. 

2834 - 5/79 Corn Soy Milk 

2894 - 1/80 Corn Soy Milk 

2805 - 4/79 Wheat Soy Blend 

2811 - 3/79 Wheat Soy Blend 

2805 - 4/79 BulgU 

2814 - 3/79 B u l w  

2834 - 5/79 B u l w  

2890 - 10/79 Bulgur 

2930 - 2/80 Bulg~r 

2830 - 5/79 Corn 

2883 - 10/79 Corn 

793,385 Rs. 2,554,504 

1/  This loss and the related claim o f  Rs.1,002,279 has  also been reported - 
i n  Exhibit B, serial No. 2. 

21 Against the shortage of 573,371 kgs., CRS filed claims for 641,526 kgs. - 
on the basis of the untraceable port balances per the survey report 
and as certified by X I .  

- 3/ Against the quantity of 11,159 kgs. , C1(S f i  Led claims for 81,013 Ms., 
based on the untraceable port t~a1anc.c~ ~x-r the survey r e p r t ,  and as 
certified by FCI. 
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LIST OF RMX)MMENDATIONS 

Recarmendat ion No. 1 

Page No. 

The Director, USAID/India should requ i re  CRS t o  t ake  necessary 
cor rec t ive  ac t ions  on t h e  de f ic ienc ies  d isc losed by t h e  audi t  within 
a s p e c i f i c  period of time and at  t h e  end of t h a t  time make a 
determination on CHS'  capaci ty  to e f f e c t i v e l y  manage its program with 
t h e  resources it has avai lable .  5 

Reccmnendtttion N o .  2 

The Director, USAID/Indis should review t h e  rclsults of both phases of 
t h e  current  FI34 evaluation study and require  C'RS t o  implement 
necessary cor rec t ive  ac t ion t h a t  w i l l  pennit the  F%W program to be 
e f f e c t i v e l y  managed and evaluattd.  

Recomnendation No. 3 

The Off ice  of  Food f o r  Peace, AID/W (l.'VA/FIT) should revitw t h e  matter  
of unse t t l ed  claims r e s u l t i n g  frcm 1;01 ins t rumenta l i t i e s  refusal  to  
accept l i a b i l i t y  f o r  negligent  losses of T i t l e  I 1  ccmnodities and W e  
a determination i f  t h e  write-off of such losses  is acceptable under AID 
Regulation 11 procedures, or i f  not ,  adv i se  t h e  mission of what is or 
w i l l  be required of CRS to  canply with the  i n t e n t  of t h e  regulat ion.  13 

Recamendat ion No. 4 

The Director, USAIDIIndia should follow-up with CRS on t h e  marine, port, 
FCI and ra i l road  losses and outstarldirlg claims enumerated above to  
ensure t h a t  they are ac t ive ly  and forc;ef'ully pursued i n  accordance with 
A I D  Regulation 11 procedures. 13 

Recamnendation No. 5 

The Director, USAID/India should revitw t h e  accep tab i l i ty  of CRS a c t i o n s  
i n  r e l a t i o n  t o  Sections 211.9(d) and (c .1  of AID Regulation 11 f o r  those 
ins tances  of  carmodity descrepancies riottul above, and claim t h e  cost of 
carmodities t h a t  cannot be account& f o r  i n  those cases  where CRS d i d  
not follow t h e  requiranents of  AID r e g ~ l a t i u n s .  16 

Recamendat ion No .  6 

The Director, USAID/India should require CTiS t o  develop mutually agreed 
upon canprehensive in te rna l  r e v i ~ w  itnd repor t ing procedures i n  accordance 
with Chapter 14,  Section E, of AID 1Iar~dbk 9. 16 
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The Director, USAID/India should require CRS to establish and 
implement an accounting and monitoring systa~ for program generated 
funds that meetsthe requirements of Section 211.5 (i) of AID 
Regulation 11. 
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