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MEMORANDUM FOR: Director, ,RDO/C, James S. 1taway
e&b\?' o A }w‘d‘}
FROM : RIG/A/T, Coinage N. Gotha

SUBJECT : Audit of Antigua Water Supply Project No. 538-0098

This report presents the results of audit of the Antigua Water Supply
Project. At the request of the Regional Develcpment Office/Caribbean
(RDO/C), the Office of the Regional Inspector General for
Audit/Tegucigalpa performed a program results audit of the Antigua Public
Utilities Authority during the period July 21, 1986 to September 5,
1986. The audit assessed accountability and internal controls over
pProject assets, campliance with project agreement requirements and other
applicable AID regulations, and whether the project's objectives had been
achieved.

The review found that the Antigua Public Utilities Authority (APUA)
lacked accountability and a system of internal controls over assets
acquired with project funds. There was non-campliance with a condition
precedent to disbursements and requirements of the Foreign Assistance
Act. A principal project purpose  --  APUA's attaining economic
self-sufficiency -- had not been realized.

The audit disclosed that: (1) APUA had not accounted for assets acquired
with project funds in accordance with generally accepted accounting
principles; (2) the Government of Barbuda and Antigua (GQ\Bg had not met
its commitment to APUA Yy timely payments of its water bills as required
by condition precedent section 5.2(cg; (3) APUA had not implemented many
of the technical assistance contractor's recommended procedures designed
to assist the water division to became self-sufficient; and (4) an
updated assessment of APUA's capability to effectively administer the
project needs to be performed before cammitting AID funds under a planned
second phase.

The report recommends that the Regional Development Office/Caribbean:
(1) require APUA to obtain a certified audit of its 1985 accounts and
hire a qualified accountant to maintain the books and accounts of the
water division; (2) continue monitoring government payments to APUA to
ensure timely payments; (3) require APUA to develop a time-phased action
plan to improve the water division's revenue and collection system; and
(4) pertom an updated asscssment of the cooperating country's capability
to administer the project before proceeding with phase two.
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The Mission suggested wording changes in Recommendation No. 1 to
accomodate the amount of time required to implement the recommendation,
The Regional Inspector General's Office concurred and the wording has
been changed. RDO/C notified the auditors that a substantial payment had
been made on the government's water account. Recommendation No. 2 has
therefore been modified to require continual monitoring of the account,
ensuring timely payments. Management agreed with Recommendation No, 3
and requested an action plan from APUA. They also agreed to perform an
updated administrative analysis of the Authority before funding any
follow-up project; therefore Recommendation No. 4 is closed upon issuance
of the report.

Please advise us within 30 days of any additional information relating to
actions planned or taken to implement the recommendations. We appreciate
the cooperation and courtesy extended our staff during the audit.



EXECUTIVE SUMMARY

Antigua differs from other East Caribbean islands in that it lacks an
abundant and reliable water supply. This had been a major constraint to
the island's economic growth. To help alleviate this situation, AID's
Regional Development Office for the Caribbean signed Project Agreement
No. 538-0098 with the Government of Antigua and Barbuda in March 1983,
This provided $9.7 million ($6.6 million in loans and $3.1 million in
grants) to expand the island's water supply svstem to meet the potabie
water demands of the tourism, industrial, and commercial sectors. In
addition, the five-year project was to provide technical assistance and
training to emplovees of the water division of the Antigua Public
Utilities Authority to ensure development of a self-sustaining
organization. A follow-up project is under consideration.

At the request of the Regional Development Office/Caribbean, the Office
of the Repiona! Inspector General for Audit/Tegucigalpa performed a
program results audit of the Antigua Public Utilities Authority. The
audit assessed accountability and internal controls over project assets,
compliance with project agreement requirements and other applicable AID
regulations, and whether the project's objectives had been achieved,

The review found that the Utility Authority lacked accountability and a
svstem of internal controls over assets acquired with project funds.
There was non-compliance with a condition precedent to disbursements and
requirenents of the Forei:n Assistance Act. A principal project purpose
-- the Authoritv's attaining economic self-sufficiency -- had not been
realized.

Despite the Utility Authoritv's serious administrative deficiencies, it
had achievea significant results in expanding Antigua's water supply from
an average of 43 million gallons per month to an average of 72 million
gallons, thereby almost eliminating one of the major obstacles to the
island's economic growth.

The audit disclosed that: (1) the Authority had not accounted for assets
acquired  with project funds in accordance with generally accepted
accounting principles; (2) the government had not met jts commitment to
the Authority bv timelv paviments of its water bills as required by
conditicn precedent section 5.2(c); (3) the Authority had not implemented
manv of the (echnical assistance contractor's recommended procedures
designed to assist the water division to become self-sufficient; and (4)
an updated  assessment of the Authorityv's capability to effectively
administer the project needs to he performed before committing AID funds
under a planned second phase.

The project agreement provided that the Authority's accounts and records
should be maintained in accordance with generally accepted accounting
principles. However, the Authority had not recorded in its accounts the
assets  acquired with project funds because the utility company did not
have  personnel  with sufficient accounting skills to maintain  such
records,  Thus, approximately $3 million had been spent for equipment and



major improvements (pipelines, storage tanks, etc.) had not been
accounted for in the Authority's books of account. The report
recanmended that the Mission require the Utility Authority to obtain a
certified audit of its 1985 accounts and hire a qualified accountant to
maintain the books and accounts of the water division. The
recomnendation has been modified to accomodate the time constraints noted
by management.

Condition precedent to disbursement section 5.2 (c) required that the
government keep its monthly water consumption account current. However,
the government had not made regular payments and, as of March 1986, owed
the Utility Authority $2 million. Moreover, the govermment had not made
any formal cammitment to make payments. As a result, the Authority had
been deprived of approximately $2 million in revenue for water services
provided the local government. 1In response to Mission confirmation of a
substantial payment on the govermment's account, the recommendation was
modified to require continued monitoring of the account to ensure timely
payments.

One of the project's purposes was to develop the Utility Authority to be
a self-sustaining organization to supply water for the long term. In
order to accamplish this purpose, the agreement provided financing for
technical assistance and training in a number of operational areas,
including  improvements in procedures, forms and methods of revenue
collecting. The Authority had not implemented the procedures needed to
realize the potential revenue necessary to attain self-sufficiency. We
estimated that the Authority lost revenues of approximately $3 million
for the 18-month period January 1985 to June 1986 in unbilled water. In
addition, the Authority had not attained the benefits of increasing cash
flows as evidenced by an increase of $0.4 miilion in delinquent accounts
receivable,

The report recammended that the Mission require the Utility Authority to
develop a time-phased action plan to improve the water division's revenue
and collection system. A formal action pian has been requested and the
recamendation will be closed upon receipt of the plan.

The Foreign Assistance Act requires a certification as to the
implementing agency's capability to effectively maintain and utilize the
project. The Mission had certified the Utility Authority's capability to
do so despite the fact that its accounting fim had issued a qualified
opinion on the Authority's 1982 financial statement, due to a detected
lack of internal controls and ineffective control over fixed assets. We
were unable to find any records describing the consiuerations used by the
Mission to detemine the Authority's capability. The report recommended
that  the Regional Development Office/Caribbean perform an updated
assessment of the cooperating country's capability to administer the
project before proceeding with phase two, They agreed and the
recommendation is closed upon issuance of the report,

Offie-of Hs Joepueliionsl
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AUDIT OF
ANTIGUA WATER SUPPLY
PROJECT NO. 538-0098

PART I - INTRODUCTION

A, Background

Antipua differs from other Tast Caribbean islands in that it lacks an
abundant and reliable water supply. This had been a major constraint to
the island's economic growth.  To help alleviate this situation, AID's
Regional Development Office for the Carigbean signed Project Agreement
No. 538-0098 with the Government of Antigua and Barbuda in March 1983,
This provided $9.7 million ($6.6 million in 1loans apd $3.1 million in
grants) to expand the island's water supply system to meet the potable
water demands of the tourism, industrial, and commercial sectors. In
addition, the Ffive-vear project was to provide technical assistance and
training to emplovees of the water division of the Antigua Public
Hrilities Authority to ensure  development of a self-sustaining
organization. A follow-up project is under consideration,

As  of Julv 30, 1986 approximately $5.7 million in loans and grants had
been disbursed under the project and as of June 30, 1986, the GOAB had
contributed apnroximatelv $2 million of its scheduled $4.7 million.

B. Audit Objectives and Scope

The audit covered approximately $3 million in AlD loan disbursements for
the period March 1983 to July 1986, A separate review of $2.1 million in
grant disbursements for engineering services, technical assistance and
training 1/ has been requested of RIG/A/Washington.

The audit assessed accountability and internal controls over  project
assets, compliance with project agreement requirements and other
applicable AID regulations, and whether the project's objectives had been
achieved,  Audit work included reviewing project files, records and other
pertinent data and interviewing officials at RDO/C, Antigua Public
Utility  Authority  (APUA)  and project contractors. Fieldwork was
suspended  sooner  than  anticipated due to the poor state of APUA's
accounting records amnd lack of knowledgeable  financial management
personnel.  Otherwise, the audit was made in accordance with generally
accepted povermment aditing standards,

————

1 The contractor, Gannett Fleming Water Resources Engineers, Inc.,
maintained supporting documentation for expenses it incurred under
the project at their offices in Camp Hill, PA,

v



AUDIT OF
ANTIGUA WATER SUPPLY
PROJECT NO. 538-0098

PART IT - RESULTS OF AUDIT

The Antigua Public Utilities Authority lacked accountability and a system
of internal controls over assets acquired with project funds. There was
non-compliance with a condition precedent to dishursements and
requirements of the Foreign Assistance Act. A principal project purpose
-- APUA's attaining economic self-sufficiency -- had not been realized.

Despite  the Utility Authoritv's serious administrative deficiencies, it
had achieved significant results in expanding Antigua's water supply from
an average of 43 million gallons per month to an average of 72 million
pallons, therebv almost eliminating one of the major obstacles to the
island's economic growth.

The audit disclosed that: (1) APUA had not accounted for assets acquired
with project funds in accordance with genevally accepted accounting
principles; (2) the Government of Barbuda and Antigua (GOAB) had not met
its commitment to APUA by timely pavments of its water bills as required
bv condition precedent section 5.2(c); (3) APUA had not implemented many
of the technical assistance contractor's recommended procedures designed
to assist the water division to become self-sufficient; and (4) an
updated assessment of APUA's capability to effectivelv administer the
project needs to be performed before committing AID funds under a planned
second phase.

The report  reconmends that the Regional Development Office/Caribbean
(RDO/C): (1) require APUA to obtain a certified awlit of its 1985
accounts and hire a qualified accountant to maintain the books and
accounts  of the water division; (2) continue monitoring govermment
paviments to APUA to ensure timely payments; (3) require APUA to develop a
time-phased action plan to improve the water division's revenue amnd
collection svstem; and (4) perfom an updated  assessment  of  the
cooperating countrv's capability to adwinister the project before
proceeding with phase two.



A.. Findings and Recommendations

1. Accounting Transactions Were Not Recorded in the Books of Accounts

The project agreement provided that the Authority's accounts and records
should be maintainedl in accordance with generally accepted accounting
principles. However, the Authority had not recorded in its accounts the
assets acquired with project funds because the utility company did not
have personnel with sufficient accounting skills to maintain such
records.  Thus, approximately $3 million had been spent for equipment and
major improvements (pipelines, storage tanks, etc.) had not been
accounted for in the Authority's books of account.

Recanmendation No. 1

We recommend that the Regional Development Office/Cavibbean obtain from
the Antigua Public Utility Authority:

a) a certified audit of its accounts and records for 1985 and require
corrective actions to be taken on the deficiencies noted in the
accounting firm's report on APUA's financial statements;

b) evidence that it has hired a qualified accountant responsible for
maintaining its accounts in accordance with generally accepted
accounting principles.

Discussion

The Project Agreement, Section B5 of Annex II, requires the implementing
agency, APUA, to maintain books of accounts and records in accordance
with generally accepted accounting principles and practices.

APUA had not maintained its financial records in accordance with the
provisions of the project agreement. RDO/C's grant and loan analysis
report, dated July 31, 1986, reported over $3 million expended for
various equipment acquisitions and construction projects for pipeline,
storage tanks and other equipment to replace and rekabilitate portions of
the water system, Our review of the accounting records showed that these
project assets were not accaunted for in the gencral ledger or subsidiary
ledgers for 1985 and 1986, Also, APUA had not recorded in its accounts
the project loan liability to AID, even though it made loan interest
payments during 1985 and 1986, A fixed assets register had not been
maintained to ensure control and accountability over fixed assets; there
was no other system used to account for any APUA water division assets.
In other words, this was a system deficiency not restricted to the AlD
project,

In addition, we requested APUA accounting personnel to prepare s cost of
opcrations statement for 1985 fram thelir trial balance. The resulting
statement alleged that it cost $£600,000 to operate the water division;
however, APUA management infommed us that this figure was far too low
(about $1 million 1less than the previous year) and that the books of

-3 -



account for 1985 did not have all the information needed to accurately
report the cost of operations. We were not able to determine whv these
transactions were not recorded in the accounts,

APUA's financial statements for 1983 and 1984 were certified by its local
chartered  accountants  with ualified opinions which, in our opinion,
amounted to disclaimers, because financial transactions were incomplete
and/or had not been recorded in APUA's books of accounts. The issues
raised in the accounting firm's qualified opinions for the statements
issued  for 1983 and 1984 had not been addressed.  The chief of the
accounting department stated that all invoices received were recorded;
however, detailed information had not been obtained to account for asscts
acquired with project funds together with the related liability (loan)
and other operational expenses.

APUA  did not properlv account for assects because it did not have
sufficient  qualified staff. There was no accountant assigned the
responsibilitv to maintain accounts and records for the water division
nor was such a position established organizationally, The accounting
manager had not taken actions to correct the serious deficiencies rarsed
in APUA's accounting firm's qualified statements for 1984, 1983 or in
nrior vears, These deficiencies included transactions not recorded in
the accounts, subsidiary ledgers not reconciled to control accounts, lack
of internal controls, ctc.

Approximately $2 million had been spent on the project for infrastructure
construction, equipment, vehicles, etc. which had not heen accounted for
in APUA's hooks of account.  Without such accountability, APUA cannot
ensure  proper  controls in safeguarding its assets and cannot detemine
its financial viability or ensure jts self-sufficiency.

Management Comment s

RIO/C officials apreed with (he recommendation but  recognized that a
certified audit by an accounting fim of the accounts and the correcti. .s
required by the audit mav  take up to nine months to complete,  With
regard to part (b)., APUA was required to detemine that no qualified
mationals could fitl the job before a foreigner could be hired, a lengthy
process.  Even  though  GOAB had piven assurances to streambine the hirfng
process, RDO/C of ficials recognize the extent of tlme reqired to hire a
qulified accountant  and  further believe that the assistance by the
accounting fim should he initiated as soon as nossible,

Office_of the Inspector General Comments

We agree with RO/C's solution to the recomendat fons and upon  receipt  of
evidence that APUA  has  executed a cont ract with an accounting fim to
correct  the deficiencies in the accounts,  to implement  appropriate
accounting  svstems  and to train AMUA emplovees, we whll consider part (a)
to this recommendation closed, Further, evidence should be  provided that
APUA  has hirved a qualified accountant Lo ensure the cont inued maintenance
of accounts after the completion of technical assistance,

-4 -



2, Condition Precedent 5.2(c) of the Project Agreement Was Not Complied
With

Condition precedent to disbursement section 5.2 (c) required that the
government keep its monthly water consumption account current. However,
the government had not made regular payments and, as of March 1986, owed
the Utility Authority $2 million. Moreover, the govermment had not made
any formal commitment to make payments. As a result, the Authority had
been deprived of approximately $2 million in revenue for water services
provided the local government.

Recammendation No. 2

We recommend that the Regional Development Office/Caribbean continue
monitoring the Government's accounts receivable balance to ensure that
payments continue to be made on a timely basis,

Discussion

Condition Precedent to Disbursement section 5.2 (c) of the project
agreement  required that AID receive "evidence on the part of the
cooperating country that it is current on all payments due the water
division of APUA and evidence of its commitment to remain current on its
payments,"

However, the balance GOAB owed to APUA at March 30, 1986 was over $2
million for water consumption by government agencies, certain individual
and cammercial accounts designated by the GOAB to receive water at no
charge, and community standpipes.

This issue was discussed with the Financial Secretary, in the Ministry of
Finance, to detemine why the GOAB had not paid its water bill. He
indicated that the balance the GOAB owed APUA was not correct, and
therefore, the government had taken the position not to pay anything on
its account. He did not know the correct amount owed to APUA and would
not provide any information why routine payments were not made to keep
its account current,

The intent of the condition precedent that would demonstrate GOAB's
comnitment to a financially viable water divisicn had never been met.
The GOAB's obvious non-canmitment to keep its account current had
deprived APUA of cash collections of over $2 million.

Mamgcmcnt Comment s

RDO/C received a certifiod statement that the government account was
reduced to $679,000 from $2.9 million through cash payment and other
credits.  The Government of Antigua and Barbuda had pledged to outline a
plan to resolve the outstanding balance and  its payment of future
watetbills,



Office of the Inspector General Comments

We changed the wording in the recommendation to require RDO/C monitoring
of the govermment's account to ensure that regular payments are made on
its account. Based on the government's pledge to pay its remaining debt
along  with the significant progress made to  reduce its accounts

receivable balance, this recommendation is closed upon issuance of the
report,



3. Ineffective Collection Procedures Had Resulted in Lost Revenue

One of the project's purposes was to develop the Utility Authority to be
A self-sustaining organization to supply water for the long term. In
order to accomplish this purpose, the agreement provided financing for
technical assistance and training in a number of operational areas,
including improvements in procedures, forms and methods of revenue
collecting. The Authority had not implemented the procedures needed to
realize the potential revenue necessarv to attain self-sufficiency. We
estimated that the Authority 1lost revenues of approximately $3 million
for the 18-month period January 1985 to June 1986 in wunbilled water. In
addition, the Authoritv had not attained the benefits of increasing cash
flows as evidenced by an increase of $0.4 million in delinquent accounts
receivable,

Recommendation No. 3

We recommend that the Regional Development Office/Caribbean obtain from
the Antigua Public Utility Authority an action plan scheduling when
procedures recommended by its technical advisors will he implemented.

Discussion

A principal purpose of this project was for APUA to become economically
self-sufficient by placing it in a position to meet all Cecurrent
operating costs and being able to contribute to future capital
expansion, To this end, the project agreement's institutional
development component provided for a program of technical assistance to
improve APUA's revenue collection procedures. However, several factors
related to meter readings, bhillings and collections had kept APUA from
attaining this objective.

Meter Readings - There were several problems in the meter reading process
which had Timited the amount of revenue collected by APUA. APUA's water
statistics report for June 1986 revealed that there were 2,657 faulty
meters (32%) out of 8,433 customers connected to the svstem Z/. We
reviewed the results of meter readings for 100 randomly sclected water
customer accounts (85 domestic and 15 comnercial) and determined that 34
meters  were  not  read for such reasons as inaccessibilitv, absence, or
because they could not be located, We found one comnercial customer that
had not had a meter reading since April 1985, Generally, billings for
these customers were estimated or averaged and were billed at the minimum
rate of consumption. This was corroborated when the General Manager
reported in his request for an increase of tariff rates that 90% of the
domestic customers were charged the minimun usage rate,

L
2/ Information was not avallable on the number of meters in the svstem;
however, there were 8,433 customers (7,892  domestic  and 541
comerclal),



Billings - The schedule below shows that the percentage of water billed
had " dectreased as the production of water had increased. It is important
to note that all the water prodiced is used bv customers with the
exception of a minor amount for reserves.

(IN MILLIONS OF GALLONS)

WATER WATER PERCENT
PERIQD PRODUCED Bi1LLED BILLED
January to June 1985 208 156 58%
Julvy to December 1985 314 149 47%
January to June 1986 411 188 453
293 493 494

Even though the production of water had increased, there was only a minor
increase in the number of gallons billed t . customers. Using the rate of
$5.66 per thousand gallons, the lowest mininum charge, we estimated that
APUA had 1lost revenues of approximatelv $2.8 million over the period
January 1985 to June 1986 based on the number of gallons not billed,

Collection - APUA had not collected its accounts receivable in a timely
manner.  As of December 31, 1985 there was $0.8 million in domestic and
comnercial accounts receivable for water, of which approximately 50%  was
over six months in arrears. APUA's June 1986 Statistics Report shows
that accounts receivable of $0.8 million were in arrears.  According to
the scnior accountant, APUA's collection policy provides that service be
disconnected when the customer becomes delinquent over two months. 1t
is doubtful that this policy was enforced due to the increase of
receivables over six months old.

The  technical assistance portion of the project provided for new
procedures and forms for the meter reading section and improved billing
and collection procedures to increase cash flows to APUA and redice jts
accounts receivable to a minimum. However, APUA had not imlemented many
of the suggested procedures.  APUA management had not made a concerted
effort to implement these changes even though they had been agreed  to,
We found no one who could explain why the recommendations had not been
implemented.

APUA needs to improve its procedures  for meter reading, collection and
billing to consumers for actual water consimption, and take steps to
reduce delingient accounts receivable as a step towan! self-sufficiency.

Management Comnents

RDO/C agreed with our recommendation and  had reqiested o fomal action
plan from APUA,

Oftfice of the Inspector General Comments

Upon our receipt of this plan, this recommendation will be considerad
closed,



A. A Capabilitv Assessment Needs to be Performed on the Antigua Public
Utilitv Authority

The Foreign Assistance Act requires a certification as to the
implementing agency's capability to effectively maintain and utilize the
project. The Mission had certified the Utility Authority's capability to
do so despite the fact that its accounting firm had issued a qualified
opinion on the Authoritv's 1982 financial statement, due to a detected
lack of internal controls and ineffective control over fixed assets. We
were unable to find any records describing the considerations used by the
Mission to determine the Authority's capability,

Recommendation No. 4

We recommend that the Regional Development Office/Caribbean perfom an
updated capability assessment of Antigua Public Utility Authority before
beginning phase two of the project and require it to correct any
deficiencies before disbursement

Discussion

Section 611(e) of the Forcign Assistance Act requires that any capital
assistance project estimated to cost in excess of $1 million should he
accompanied by a certification as to the implementing agency's capability
to effectively maintain and utilize the project.

Although the Project Paper reported that a certification had been made by
a fommer mission Director, the institutional assessment determined that
the Authority's capabilities to adequatelv operate and maintain the water
svstem were thirginal and suffered from a lack of funds, insufficient
management, untrained personnel, etc.

Also, as noted by a qualified opinion on its 1982 financial statements,
APUA lacked internal controls and exercised ineffective control over
fixed assets. As a result, APUA did not have the capability to account
for fixed assets, and no corrective actions had been required by the
Mission before the project agreement was signed in March 1983,

RDO/C officials included a technical assistance component in the project
to provide for the development of required institutional skills,

However, at the time of our review, the development of these skills had
not been realized,

It is our understanding that RDO/C is considering the possibility of a
second phase of this project. We believe a reassessment of APUA should
be performed before approval of any follow-on project.

Management Coments

RDO/C management of ficials agreed to perform an updated administrative
analvsis of the Authority before any disbursement is made under auy
follow-on project and will include conditions precedent to disbursement
to correct any managerial deficiencies,

-9 -



Office of the Inspector General Comments

We have reworded our recommendation accordingly and consider this
recommendation closed upon issuance of the report.

- 10 -



B. Compliance and Internal Control

1. Comgliance

The audit disclosed non-compliance with two sections of the project
agreement during implementation:

-- The implementing agency did not maintain its books of accounts in
accordance with generally accepted accounting principles for assets
acquired with project funds, as required by Section BS, Annex II of
the Project Agreement (Finding No. 1).

-- The Government of Antigua and Barbuda had not made pavments on its
repular monthly water bills nor on its balance from prior periods as
required by the project agreement's condition precedent to
disbyrsement 5.2(c). (Finding No. 2)

Other than the conditions cited, tested items were in compliance with
applicable laws and regulations, and nothing came to our attention that
would indicate that untested items were not in compliance.

2. Internal Control

There were three internal control issues in the implementing agency:

== A lack of qualified accounting staff to account for project assets.

-- Ineffective collection procedures resulting in lost revenue.

== An  administrative capabhility assessment identified significant

constraints in the implementing agency's ability to manage the
project.

-11 -
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1. THE FCLLOWING IS IN RESFONSE TO GOTHARD/HOLTAWAY
LRAFT MEMO REPORT, WHICH PRESENTS RESULTS OF SUBJECT
AUDIT.

(A) RE: RECOMMENDATION NO. 1 (A), MISSION HAS
RECZIVEL REQUEST FROM APUA FOR ASSISTANCE TO RELP
IMPIEMENT AS QUICKLY AS POSSIBLE THE ACCOUNTING
RECOMIMENCATIONS OF GANNETT FLEMING INC. CIVEN THE
STATE OF APUA’S ACCOUNTING RECORDS, RDO/C BEILIEVES IT
WOULD EE PRUDENT TO ENGAGE AN ACCOUNTING FIRM TO
ASSIST THBE APUA ACCOUNTS DIVISION TO BRING ALIL
RECORDS AND PROCEDURES UP TO DATE. IT SHOULD BE
NOTED, HCWEVER, THAT EVEN WITH THIS AID-FUNDED
ASSISTANCE, IT MAY TAKE UP TO NINE MONTHS BEFORE
RDO/C CAN OBTAIN FROM APUA QUOTE A CERTIFIED AUDIT OF
ITS ACCOUNTS AND RECORDS FOR 1985 AND REQUIRE
CORRECTIVE ACTIONS TO BE TAKEN ON DEFICIENCIES NOTED
IN THE ACCOUNTING FIRM’S REPORT ON APUA’S FINANCIAL
STATEMENTS UNQUOTE. MISSION KNOWS OF NO MORE
EXPIDITIOUS WAY TO ADDRESS THIS RECOMMENDATION.
FYI-TECHENICAL ASSISTANCE TO BE PROVIDED WILL GO
EEYONT ATLDRESSING THIS SPECIFIC RECOMMENDATION AND
WILL PROVIDE TRAINING OF APUA ACCOUNTING STAFF AS
PART OF OUR GENERAL INSTITUTIONAL STRENGTHENING
‘COMFONENT OF PROJECT - END FYI.

(B) kKE: RECOMMENDATION NO. 1 (B), MISSION, AT ITS
OCICBER 14 POLICY DIALOGUE MEETING WITH THE
GOVERNMENT OF ANTIGUA/BARBUDA (GOAB), LEARNED OF
APUA’S EISTORICAL EFFORT TO RECRUIT ADDITIONAL,
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NECESSARY ACCOUNTINC STAFE. APPARENTLY, LOCAL
ACVERTISING HAS NOT ILENTIEIED A CUALIFIED
ACCCUNTANT. GOAB STANDARD HIRING PROCEDURES REQUIRZ
AN EXHAUSTIVE, TIME-CONSUMING COCUMENTATION PROCESS
EZFCRE IT CAN BE DETERMINED THAT NO QUALIFIED
NATIONALS ARE AVAILABLE. IT IS NORMALLY ONLY AFTER
THIS PROCESS IS COMPLZITE THAT RECRUITMENT MAY BE
INITIATED IN OTEER EASTERN CARIBBEAN COUNTRIES.
FURTHEIRMORE, IF RECRUITMENT IS NOT SUCCESSFUL IN THE
REGION, ADCITIONAL DELAYS MAY BF EXPECTED BEFORE A
SEARCH MAY BE CONDCCTED OUWTSIDE THE REGION. MISSION
REPRESENTATIVES, SHOWING CONCERN OVER THE DELAYS
ALREALY EXPERIENCED BY THESE PROCELURES AND FURTHER
CELAYS WEICH MAY OCCUR, WERE ASSURED BY TFE GOAB
LEFUTY FRIME MINISTER THAT EVERY EFFORT WOULD RE MADE
TO STREAMLINE THE HIRING PROCESS . RDO/C IS EOPEFUL
THAT A QUALIFIED ACCOUNTANT WILL SOON BE HIRED A.
APUA’S EXPENSE SO THAT ACCOUNTS WILL BE MAINTAINED IN
T3Z FUTURE IN ACCORDANCE WITH GENERALLY ACCEPTED
ACCCUNTING PRINCIPLES. HOWEVER, BECAUSE THE TIMING
OF TES FILLING OF THIS NEW POSITION IS STILL
UNCERTAIN, IT WOULD SEEM PRUDENT TO INITIATE ASAP THE
ASSISTANCE OUTLINED IN PARA 1.

(C) RE: RECOMMENDATION NO. 2, SEE REFTELS (B), (C)
AND (L). ALSO, MISSION FULLY INTENLS TO CONDUCT aN
UPCATEL ADMINISTRATIVE ANALYSIS OF APUA BEFORE ANY
LISEURSEMENT IS MADE UNDZR ANY FOLLOW-ON PROJECT.
FURTSERNMCRE, ANY FOLLOW-ON PROJECT WILL INCLUDE
CONLITIONS PRECEDENT TO DISBURSEMENT THAT WILL
KEQUIRE APUA TO CORRECT DEFICIENCIES THAT MAY INHIBIT
ITS CAFABILITY TO MANAGE SUCH A PROJECT. GIVEN THIS
STATEMENT OF MISSION INTENTION, WE REQUEST THAT
RECCMMENCATION NUMBER TWO EE MODIFIED ACCORDINGLY AND
\ STATEMENT BE MADT IN THE FINAL AUDIT REPORT THAT
TEIS RECOMMENDATION I35 CONSILEKED CLOSED.
FURTEERMCRE, IN QUR DIALOGUE SESSION Wk ADVISED THE
GOAE THAT WE HAVE POSTPONRL PLANS FOR ANTIGUA WATER
II UNTIL FY 33. THIS NEWS WAS DELIVSRED IN THE
CONTEXT OF OUR DISCUSSION ON THE NEED T0 IMPROVE
APUA’S ACCOUNTING.

(D) RE: RiCOMMENDATION NO. 3, MISSION FINDS THIS
RECOMMENDAT ION ACCEPTEBLFE AS STATED. IN FACT, THERE
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S ALREALY QUOTE EVIDENCE OF A DISBURSEMENT OF FUNLS
ROM THE GOAB TO PAY ITS CURRENT WATER BILLS TO THE
PUA UNQUOTE. AS PREDICTEL IN REFTEL (A), RDO/C AND
HE GOAF ADDRESSET THY® QUESTION OF GOVERNMENT
RREARAGLS TO APUA DURING THE OCTOBER 14 DIALOGUE
ESSION (SEE REFTEL (E)). THE ACCUMULATED WATER
ILLING ARREARAGES TBROUGHE APRIL, 1935 WAS REPORTED

0 zz£ kC IOLSE,462,324.12. THE ADDITIONAL BILLINGS
OR MAY THROUGH AUGUST PRINGS THE TOTAL DUE TO EC
OLS7,721,278.12. 1IN AUGUST, 1986, A FIRST PAYMENT

b EC LO1S608,0¢€.00 WAS MADE TO APUA. ACCOHDING T0
EL MINKINSTKY OF FINANCE AND APUA, THE RIG AULITORS
LRE INFCAMED OF THIS PAYMENT, ALTHOUGE WE SEE NO
GKNOWLELGEMENT O} THIS IN THE DRAFT FINDINGS. IN
EPTEMERK, ANOTHER CASH PAYMENT OF EC

0LS2,3¢4,552.08 WAS MALE T0 APODA. ALSO, IN
EPTEMEEN, AN EC DOILS1@00,00¢ TRANSFER (OR CREDIT) WAS
FFECTED IN RELATION TO QUOTE LOAN PAYMENTS RE -
ENLES EJILDING UNQUOTE. THIS INVOLVED THE GOAB
AYING OFF A LOAN ON AN APUA BUILDING. 1IN SUM, THE
ALANCE DUE WAS KEDUCED 10 EC DOLS3,7v48,685.84. 1IN
DLCITICN AN APUA EHROR WAS DISCOVEEED IN RELATION TO
HE LIAFILITY OFFSETS THAT WEKE MADE AT THE BEGINNING
F TEF U.S.A.I1.D. PHOJECT TO COMPLY WITH TEE

ONI1TION PREDECENT ON ARREARAGES. APPARENTLY, THE
U™ OF EC DOLS1,879,100 WAS RECORDED IN APUA’S BOOKS
S AN INCREASE IN THE CENTRAL GOVERNMENT’'S EQUITY IN
PUA, WHEREAS THE INTENT O} THE TRANSACTION WAS TO
AVE THE AMOUNT CREDITIED AGAINST WATER BILLINGS.
CNEELQUENTLY BOTE MILTON RODGERS OF APUA AND KEITH
URS1, TFINANCIAL SECRETARY, AGREED THAT THE GOABR
ALANCE TUE TO APUA SEOULT BE REDUCED BY EC
QL51.,€753100 FO EC DOLS1,£29,586.04. WE WERE ALSO
OLT EY THE TEPUTY PRIME MINISTER, ANL THIS WAS
ONFIEMEL BY KEITH EUHST, TEAT THIS REMAINING BALANCE
ILL IZ IIQUIDATED BY THE ENL OF THE CALENDAR YFAR.
IVEN TEIS TURN OF EVENTS, WE REQUEST THAT
FCOMMENDATION NUMRER 3 BE MODIFIED ACCORDINGLY AND A
TATEMENT MADE IN TRE FINAL AUDIT REPORT THAT THIS
‘LCOMMENCATION 1S CONSILERFD CLOSED.

E) KE: RECOMMENDATION NO. 4, 4290 WATER METERS WERE
URCEASLL AND DELIVERED IN ANTIGUA ON 21 MARCH 1986.A
EPLACEMENT OF FAULTY METERS IS UNDER WAY. ALSO
NSTALLATION OF METERS WHERE NONE HAD BEEN PREVIOUSLY
NSTALLEI IS IN PROGRESS. OVER TWO HUNDRED OF THE

EW METRRS BEAVE BEEN INSTALLED. THE
NSTALLATION/REPLACEMENT PROGRAM 1S TO INCREASE
ONSIDERABLY OVER THE NEXT SIX MONTES. STEPS HAVE
EEN TALEN TO IMPROVE THE METER READING PROCESS.

HE GENERAL MGR, HAS PUT THE DEPT. ON NOTICE, THAT

LL YETEES WILL BE KEAD WEEN SCHSDULED ETC. OR A

AJCr SEAKEUP IN PERSONNEL WILL TAKE PLACE. THE
EINELAL FMANAGER OF APUA KAS HELD A SERIES OF MEETINGS
ITE TEF CEIEF ACCOUNTANT AND ALSO SENT KIM A VERY
ENSE “EMORANDUM THAT NOTEL THE BILLINGS/COLLECTION
EFICI:NCIES WITH EXPLICIT INSTRUCTIONS TO GET THEM
ORREC.FT AS QUICKLY AS POSSIELE. DESPITE THE'ABOVE
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FROGHESS, RDO/C 5AS REQUESTED THAT THE APUA GENERAL Page 4 of 4
MANAGER SUBMIT A FORMAL ACTION PLAN IN ACCORDANCE
4T3 THE LANGUAGE OF THE RECOMMENDATION. CARPENTER
ET
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LIST OF REPORT RECOMMENDATIONS

Recommendation No. 1

We recammend that the Regional Development
Office/Caribbean obtain from the Antigua Public Utility
Authority:

a) a certifiel audit of its accounts and records for 1985
and require corrective actions to be taken on the
deficiencies noted in the accounting firm's report on
APUA's financial statementc;

b) evidence that it has hired a qualified accountant
responsible for maintaining its accounts in accordance
with generally accepted accounting principles.

Recammendation No, 2

We recommend that the Regional Development
Office/Caribbean continue monitoring the Govermment's
accounts receivable balance to ensure that payments
continue to be made on a timely basis.

Recommendation No. 3

We recanmend that the Regional Development
Office/Caribbean ohtain from the Antigua Public Utility
Authority an action plan scheduling when procedures
recommended by its technical advisors will be implemented.

Recanmendation No. 4

We recommend that the Regional Development
Office/Caribbean perforn an updated capability asscssment
of Antigua Public Utility Authority before beginning phase
two of the project and require it to correct any
deficiencies before disbursement
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Director, RDO/C

AA/LAC
LAC/CAR/GECI
LAC/CONT
LAC/DR
LAC/bP
LAC/GC
LAC/RLAs
AA/XA
XA/PR

LEG

GC

AAM
M/PM/ASD
PPC/CDIE
IG

AIG/A
1G/PPO
1G/PSA
[G/1C
1G/11
1G/EMS/CER
RIG/IL/T
Other RIG/As
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