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This report presents the results of a non-Feder'l audit of the Public Law 
480, Title I Program in Peru operated by CARE-Peru. The certified
 
public accounting firm of Arthur Andersen in Peru prepared the report, 
which is dated March 27, 1987. 

The purpose of this audit was to report on (1) the fairness of the 
commodity statement for the year ended September 30, 1986, (2) the system 
of internal accounting controls established for administering and 
supervising the project, and (3) compliance by CARE-Peru with the laws, 
regulations and agreement provisions to which they are subject in
 
relation to the program. 

Arthur Andersen concluded that the commodity statement presents fairly 
the information for the year ended September 30, 1986. Their study and 
evaluation disclosed that the system of internal controls was sufficient 
for administering the project. They determined that CARE-Peru was not in 
compliance with certain agreement terms applicable to the Pb 480, Title 
II Program, but for items not tested, nothing came to their attention 
that caused them to believe that untested items were not in compliance. 

The Arthur Andersen report contains one recommendation to improve the 
CARE-Peru system of internal controls and three recommendations to 
achieve compliance with agreement terms. We believe that these 
recommendations will help improve CARE-Peru's administration and 
compliance. As a result, the following recommendation will be included 
in the OIG's audit recommendation follow-up system. 

Recommendation No. I
 

We recommend that ISAID/Peru obtain evidence from CARE in Peru to 
demonstrate that it has implemented the one recommendation to improve the 
system of internal controls and the three recommendations to achieve 
compliance with agreement terms presented in the Arthur Andersen report
 
dated March 27, 1987. 



Please advise this office within 30 (lays of the actions planned or taken 
to implement this recommendation. 

2/
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I. TRANSMITTAL LETTER AND SUMMARY
 



COLERID(;E Y ASOCIADOS 

1 EI'ItESINNTA NTES )E 

AIRTHUII ANDEI1SEN & CO. 

Mr. Coinage N. Gothard
 

Regional Inspector General for Audit
 

U. S. Agency for International Development
 

Tegucigalpa, Honduras
 

Dear Mr. Gothard:
 

This report presents the results of our 
audit of the voluntary agency CARE in
 

conneci:ion with the 
PL 4O0 Title II Program - Peru.
 

BACKGROUND
 

The objectives of the Public Law 480, 
Title II 
Program, commonly known as the
 

Food for Peace Program, are: (a) to determine requirements (needs) and furnish
 

agricultural commodities behalf
on of the 
people of the United States of 

America; (b) to meet famine or other urgent or extraordinary relief require­

ments; (c) to combat malnutrition, especially in children; (d) to promote 

economic and community development in friendly developing areas; and (e) to 

assist needy persons, nonprofit school lunch and preschool feeding 
programs
 

outside the United States of America. Title II commodities in Peru are provid­

ed thr ,gh school feeding, materual-child health, food for work 
and other
 

institr:ional feeding programs.
 

The U.S. Agency for International Development's (AID) 
P.L. 480, Title II
 

Program in Peru is implemented through four 
voluntary agencies, which are:
 

Catholic Relief Services (CRS), the Adventist Development Relief Agency (ADRA),
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the Church World Service (CWS) and CARE. The Peruvian counterpart agencies of
 

CRS, ADRA, CWS and CARE are CARITAS del PERU (CARITAS), Obra Filantr6pica y
 

Asistencia Social Adventista 
(OFASA), Servicio Evang~lico Peruano de Acci6n
 

Social (SEPAS) and CARE - Peru, respectively.
 

CARE-Peru has operated in Peru since 
1970. It handles approximately eight
 

percent of the total commodities of the PL 480 Title II Program in Peru through
 

two 
regions, Lima and Trujillo. CARE-Peru distributes rice, non-fat dry milk
 

(NFDM), wheat, soybean oil, rolled oats, and corn-soya milk to approximately
 

35,000 recipients (approximately 80 percent located 
in Lima, and 20 percent in
 

Trujillo) through a food for work program whose 
objective is to support the
 

Basic Infrastructure Development Project (PIBA) in the 
urban marginal areas of
 

Lima-Callao and Trujillo. CARE-Peru operates in 
 conjunction with public
 

entities of the Peruvian Government such as 
 the "Forest and Fauna National 

Institute " (INFOR), the "National Office of Food Support" (ONAA) and the 

"National System of Popular Cooperation" (COOPOP). 

AUDIT OBJECTIVES AND SCOPE
 

The overall objectives of our audit (a) to of
were perform an examination the
 

commodity statement of CARE-Peru for the year ended 
September 30, 1986, which
 

statement is expressed in quantities and not values, (b) to evaluate CARE­

Peru's internal controls over commodities and (c) to evaluate its compliance
 

with AID regulations and the Food for Peace Program (P.L. 480, Title II
 

Program - Peru).
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Our examination of the commodity statement was performed in accordance with
 

generally accepted auditing standards 
and with the United States Comptroller
 

General's "Standards for Audit of Governmental Organizations, Programs, Activi­

ties, and Functions" (1981 revision) herein called "Comptroller General's
 

Standards" and, accordingly, included such tests of the accounting records and
 

such other auditing procedures as we considered necessary in the circumstances,
 

except as explained in our auditors' report dated December 10, 1986, included
 

elsewhere in this document.
 

The scope of our wJork consisted of the following:
 

1. Reading the AID regulations and the "Comptroller General's Standards" prior
 

to the commencement of our work,
 

2. Reviewing the activities of the voluntary agency (CARE-Peru) pertaining to
 

the physical receipt, storage, distribution ard use of commodities by reci­

pients in order to obtain an understanding of its procedures and physical
 

controls,
 

3. Reviewing and evaluating CARE-Peru's accounting system and records relating
 

to the activites indicated in point 2 above,
 

4. Reviewing CARE-Peru's internal controls related 
to the physical safeguard­

ing, warehousing, controlling and delivering of commodities to the distri­

bution centers (project sites) to determine whether the receipt. storage and
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handling of commodities were 
in compliance with AID regulations. Such work
 

included visits to certain selected warehouses utilized by CARE-Peru, and
 

included certain physical inventory test counts,
 

5. Visiting certain prcject 
sites and performing compliance testing related to
 

the receipt, storage and distribution of commodities received by such
 

projects and delivered to the eligible recipients to determine whether the
 

distribution of commodities was 
made in compliance with AID regulations.
 

Such visits also included interviews with the program beneficiaries, and
 

6. Examining CARE-Peru's commodity statement, expressed 
in quantities, for the
 

year ended September 30, 1986.
 

RESULTS OF AUDIT
 

1. Commodity statement for fiscal year 1986
 

We did not observe the physical inventories (reflected in the commodity
 

statement for a total of 1,193,505 kilograms) taken as of September 30, 1985
 

because that date was prior to our initial engagement. In our opinion,
 

except for the effect of such adjustments, if any, as might have been
 

disclosed had we been able to observe the 
physical inventories taken as of
 

September 30, 1985, 
the commodity statement included in Section II presents
 

fairly the information set forth therein.
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2. Internal controls over c;)mmodiLies
 

The results of our study and evaluation indicate that, 
in our opinion, the
 

internal controls over commodities, taken as 
a whole, achieve the internal
 

control objectives as 
set forth in our auditors' 
report on internal controls
 

dated December 10, 1986, as 
more fully described in Section III.
 

3. Comliance with agreement terms
 

Our examination 
revealed that the cooperating 
sponsor and its counterpart
 

agency were not in compliance with certain 
agreement terms relating 
to
 

general reporting requirements, and publicity as 
an AID program.
 

4. Management comments
 

Certain 
comments of CARE-Peru management have been incorporated within this
 

document.
 

Lima, Peru,
 

March 27, 1987.
 



II. COMMODITY STATEMENT
 



COLERIDGE Y ASOCIADOS 
REPqI14EISEIN'IA NT'S DE1 

AirInuRu ANDERSEN & Co. 

CARE
 

CARE - PERU
 

REPORT ON COMMODITY STATEMENT
 

Mr. Coinage N. Gothard
 

Regional Inspector General for Audit
 

U. S. Agency for International Development
 

Tegucigalpa, Honduras
 

We have examined the accompanying commodity statement of CARE-Peru for the year
 

ended September 30, 1986, 
expressed in Kilograms. Our examination was made in
 

accordance with generally accepted auditing 
standards and with the United
 

States Comptroller 
General's "Standards for Audit of Governmental Organiza­

tions, Programs, Activities and Functions" (1981 revision) and, 
accordingly,
 

included such tests of the accounting records and such other auditing 
pro­

cedures as we considered necessary in the circumstances, except as explained
 

in the following paragraph.
 

We did nou observe the physical inventories (reflected in the commodity state­

ment for a total of 1,193,505 Kilograms) taken as of September 30, 
1985 because
 

that date was prior to our initial engagement.
 

/i!
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In our opinion, except for the effect of such adjustments, if any, as might 

have been disclosed had 
we been able to observe the physical inventories taken
 

as of September 30, 1985, as discussed in the preceding paragraph, the commo­

dity statement referred to above 
presents fairly the information set forth
 

therein. 

Lima, Peru, 64L 6 

December 10, 1986.
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CARE 

CARE-PERU 

COMMODITY STATEMENT 

FOR THE YEAR ENDED SEPTEMBER 30, 1986 

(In Kilograms) 

Non-

Corn- fat dry 

Soybean soya milk Rolled milk 

Total Rice Wheat Oil (C S M ) oats (N F D M) 

BALANCES AS OF SEPTEMBER 30, 1985 1,193,505 327,332 547,032 98,962 219,728 451 

FISCAL YEAR 1986 ACTIVITY: 

Commodities received 3,969,926 2,828,771 432,739 111,591 405,972 - 190,853 

Commodities distributed to food 

for work program (2,098,294) (858,658) (869,408) (103,470) (194,601) (526) (71,631) 

Commodities transferred to an 

emergency program in Puno (1,278,487) (760,150) (103,455) - (414,882) - -

Other (17,996) (8,475) (6,902) (629) (1,935) 75 (130) 

BALANCES AS OF SEPTEMBER 30, 1986 1,768,654 1,528,820 6 106,454 14,282 - 119,092 

an integral part of this commodity statement.
The accompanying note is 
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CARE
 

CARE-PERU
 

NOTE TO THE COMMODITY STATEMENT
 

FOR THE YEAR ENDED SEPTEMBER 30, 1986
 

The accompanying commodity statement reflects 
the physical activity of the
 

commodities donated by AID's 
Title II Program in Peru to CARE-Peru for the
 

period 
from October 1, 1985 through September 30, 1986. The bases for the
 

preparation of the commodity statement were 
as follows:
 

1. Beginning and ending balances 
- Reflect 
the quantities of cormmodities avai­

lable 
at such dates. Such balances are supported by physical inventory
 

listings taken at 
such dates by CARE-Peru personnel.
 

2. Commodities received 
- Reflect the quantities of commodities donated by AID.
 

The total quantities of commodities received correspond to the 
gross quanti­

ties reported in the bills of 
lading, including any losses and/or damages
 

of commodities occurring 
during the voyages to Peru, which losses are
 

reported as 
"other" in the commodity statement.
 

3. Commodities distributed to food for work program - Reflects the quantities 

of commodities distributed by CARE-Peru to the projects. The quantities are
 

determined based upon the commodity delivery reports.
 

119 
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4. Commodities transferred to an Emergency Program in Puno 
- Reflect transfers 

of Title II commodities, approved by USAID/Peru, to areas which had been
 

affected by adverse weather conditions and which are not part of 
the Title
 

II Program (the regular program). 
 Therefore the ultimate disposition of
 

these commodities is not under the direction and control of CARE- Peru.
 

5. Other - Reflects the quantities of commodities lost and/or damaged during 

the voyage to Peru; and/or at the warehouses; and/or at the project sites.
 

Such quantities are supported by the reports submitted 
by CARE-Peru to
 

USAID/Peru.
 



CARE 

CARE-PERU
 

MANAGEMENT'S COMMENTS ON COMMODITY STATEMENT 

Refer to letter from management, included as Appendix 1.
 



III. INTERNAL CONTROLS
 



COLERID(;E Y ASOCIADOS 
H lEI HEI' 'N'I'A N ''*:S I)!" 

ARTHUR ANI3IERSEN & CO. 

CARE
 

CARE - PERU
 

REPORT ON INTERNAL CONTROLS
 

Mr. Coinage N. Gothard
 

Regional Inspector General for Audit
 

U. S. Agency for International Development
 

Tegucigalpa, Honduras
 

Report on Overall Internal Controls
 

We have made a study and evaluation of CARE-Peru's internal controls the
over 


quantities of commodities handled on behalf of AID in effect during 
the period
 

of our study, November, 1986. 
 For the purpose of our study, we have classified
 

the significant internal control procedures over the 
commodities into the
 

following categories: (a) arrival 
in Peru, (b) storage, (c) handling, (d)
 

shipment to 
project sites, (e) ultimate distribution of donated commodities
 

from the project sites, and 
(f) overall program supervision. Our November,
 

1986 study included all the control categories listed above except 
for the
 

arrival of commodities in Peru, item "a" above, because at the time of our
 

review, November 1986, all the commodities corresponding to fiscal year 1986
 

had already been received in Peru.
 



- 13 -

Our study was conducted in accordance with the United States Comptroller
 

General's "Standards for Audit of Governmental Organizations, Programs, Activi­

ties and Functions" (1981 revision).
 

The management of CARE-Peru 
is responsible for establishing and maintaining 
a
 

system of internal controls over commodities. In fulfilling this responsibi­

lity, estimates and judgments by management are required to assess the expected
 

benefits and related costs of control procedures. The objectives of a system
 

are to provide management with reasonable, but not absolute, assurance 
that
 

assets are safeguarded against loss from unauthorized use or disposition and
 

that transactions are executed in accordance 
with management's authorization
 

and are recorded properly to permit the preparation of the commodity statement
 

and other reports according to AID regulations.
 

Because of inherent limitatLons in any system of internal control, errors or
 

irregularities may occur and not 
be detected. Also, projection of any evalua­

tion of the system to 
future periods is subject to the risk that the procedures
 

may become inadequate because of changes in conditions or that degree
the of
 

compliance with the procedures may deteriorate.
 

In our 
opinion, the system of internal control over commodities of CARE-Peru
 

in effect during November, 1986, taken as a whole, was sufficient to meet the
 

objectives stated above insofar those objectives pertain
as 
 to the prevention
 

or detection of errors or irregularities in quantities 
that would be material
 

in relation to CARE-Peru's commodity statement, expressed in kilograms.
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Report on Accounting System
 

Our review of CARE-Peru's accounting system relating 
to commodites indicates
 

that, 
 in our opinion, the accounting records 
and documents reflected all
 

significant transactions pertaining 
to the receipt, storage, shipment and
 

distribution of commodities; adequate records and documents 
were maintained in
 

connection with 
lost or damaged commodities; and the 
related quantity adjust­

ments had been properly reflected in the accounting records.
 

Report on Physical Controls Over Commodities
 

Our review of CARE-Peru's procedures and 
physical controls over storage and
 

handling of commodities, 
once received in CARE-Peru's 
storage facilities,
 

indicate that, in our opinion, the storage 
facilities utilized by CARE-Peru
 

were adequate to safeguard commodities from unauthorized access and 
adverse
 

weather conditions; commodities were properly handled and 
stored to minimize
 

the risk 
of damage of retaining inventory on 
a last-in, first-out basis;
 

adequate records were maintained to account for the and
receipt issuance of
 

commodities; and the inventory records 
were compared to the physical invento­

ries on a monthly basis, and appropriate action was 
taken with respect to
 

significant differences.
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We did riot visit ports of entry 
to observe 
the arrival and discharge of
 

commodities, their clearance through customs, 
and the shipment to CARE-Peru's
 

storage facilities, since all of 
the commodities related to fiscal 
year 1986
 

had already been received in Peru 
when we performed 
our review in November,
 

1986.
 

Report on Supervision of Program
 

Our review of the documents maintained by CARE-Peru, 
visits to the storage
 

facilities and distribution centers, and inquires made of CARE-Peru's represen­

tatives and program recipients, indicate that, 
in our opinion, CARE-Peru on an
 

overall basis 
has provided adequate supervision to manage the program, to
 

implement controls, to evaluate programs 
involving distribution of commodites,
 

and 
to make internal reviews, including warehouse inspections and physical
 

counts of inventories.
 

Lima, Peru,
 

December 10, 1986.
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CARE-PERU
 

INTERNAL CONTROLS
 

AUDIT FINDINGS AND RECOMMENDATIONS
 

Internal Visit Reports
 

Conditon 
-- We noted that in certain cases the respective internal visit 

reports were not prepared as a result of supervisory visits to the projects or 

entities. 

Criteria -- Adequate documentation of all supervisory visits should improve the
 

supervision function and provide a more 
effective control of the program.
 

Cause -- Lack of adequate recordkeeping.
 

Effect -- There is the risk that no written evidence would be developed as a
 

result of actual visits where problems were detected.
 

Recommendation -- USAID/Peru should require CARE-Peru to prepare internal
 

visit reports on project visits.
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CARE
 

CARE - PERU
 

MANAGEMENT'S COMMENTS ON INTERNAL CONTROLS
 

Refer to letter from management, included as Appendix 1.
 



IV. COMPLIANCE WITH AGREEMENT TERMS
 



COLEIIIDG(E Y ASOCIADOS 

f( E ESE:N'iA NTI:S IiE 

AIRTi-Iuit ANI3ERSEN & CO. 

CARE 

CARE - PERU
 

REPORT ON COMPLIANCE WITH AGREEMENT TERMS
 

Mr. Coinage N. Gothard
 

Regional Inspector General for Audit
 

U. S. Agency for International Development
 

Teguzigalpa, Honduras
 

We have examined the commodity statement of CARE-Peru for the year ended
 

September 30, 1986, expressed in 
Kilograms. Our examination was made in
 

accordance with generally 
accepted auditing standards and with the United
 

States Comptroller General's "Standards for Audit 
of Governmental Organiza­

tions, Programs, Activities and Functions" 
(1981 revision) and, accordingly,
 

included such tests of the accounting records and such other auditing procedu­

res as we considered necessary in the circumstances, except as explained in our
 

auditors' report dated December 10, 
1986, included elsewhere in this document.
 

We have read AID Regulation Eleven, as amended, dated June 13, 1979, 
a copy of
 

which was furnished to us by USAID/Peru, as it relates to those areas that we
 

were requested to 
review during the course of our examination of the above
 

described commodity statement. Such areas included the 
following:
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1. General reporting requirements (11.211.10),
 

2. Use of commodities (11.211.5),
 

3. Distribution of commodities (11.211.7),
 

4. Publicity as AID program (11.211.5),
 

5. Use of proceeds from sales of containers (11.211.5),
 

6. Eligibility of recipients (11.211.5),
 

7. Disposal of damaged commodities (11.211.8 and 11.211.9),
 

8. Reports on losses and misuses of commodities (11.211.9), and
 

9. Instances of fraud or illegal acts
 

Our opinions as they relate to each of 
the above areas are set forth in the
 

following sections. For items not tested by us, nothing came to our attention
 

that caused us to believe that 
such untested items were not in compliance with
 

AID Regulation Eleven.
 

Lima, Peru,
 

December 10, 1986.
 

http:11.211.10
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CARE 

CARE-PERU
 

GENERAL REPORTING REQUIREMENTS 

As part of our review of the accounting system and our examination of CARE­

Peru's commodity statement 
for the year ended September 30, 1986, expressed in
 

kilograms, we have reviewed the 
records and reports required by AID Regulation
 

Eleven. The results of 
our review indicate that CARE-Peru has not performed a
 

complete internal review of 
the Title II Program under its jurisdiction since
 

1980, 
as required by Section 211.5 (c) of AID Regulation Eleven.
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CARE
 

CARE-PERU
 

USE OF COMMODITIES
 

As a result of our visits to certain distribution centers (project sites) and
 

warehouses, our review of the accounting records and other documents relating
 

to certain projects, and 
our inquires made of certain representatives of CARE-


Peru and the program recipients, nothing came to our attention that caused us
 

to believe that CARE-Peru had used the commodities received from AID for
 

purposes other than those established in AID Regulation Eleven, and its approv­

ed food program in Peru.
 

As shown in the commodity statement and as disclosed in the note to such commo­

dity statement in 
Section II, CARE-Peru transferred commodities received for
 

its food for work program (the regular program) to an emergency program in
 

Puno, which transfer was approved by USAID/Peru. We have concluded that such
 

commodities were received in Puno, btut 
we did not verify that such commodities
 

transferred were properly used in the emergency program in Puno, since our
 

compliance review covered only the commodities received and distributed under
 

the regular program.
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CARE
 

CARE-PERU
 

DISTRIBUTION OF COMMODITIES
 

As a result of our review of the distribution process, our visits 
to certain
 

distribution centers (project sites), 
our review of the accounting records and
 

other documents relating to the distribution process, and our inquiries of
 

representatives of CARE-Peru and 
program recipients, nothing came to our
 

attention that caused 
us to believe that CARE-Peru had not distributed the
 

commodities 
to eligible recipients according to the pre-established ration
 

approved by USAID/Peru and had discriminated in the distribution 
to eligible
 

recipients with regard to nationality, race, color, sex, religious 
or political
 

beliefs, as established by AID Regulation Eleven and its 
approved food program
 

in Peru.
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CARE
 

CARE-PERU
 

PUBLICITY AS AN AID PROGRAM
 

As a result of our visits to certain distribution centers (project sites) and
 

warehouses; our review of the distribution listings; and our inquiries made of
 

representatives of CARE-Peru and program recipients, in 
our opinion, CARE-Peru
 

had made partial compliance with respect to publicit3 to AID's Title II Program
 

under its jurisdiction as required by AID Regulation Eleven.
 

CARE-Peru has signed an agreement with the National Office of Food Support
 

(ONAA) whereby ONAA asumed the responsibility for the distribution of the
 

commodities. However, such agreement does not include a provision whereby ONAA
 

shall give adequate publicity to AID's program.
 

Also, through our inquiries with program recipients and as a result of our
 

visits to the project sites, we noted that certain recipients had no knowledge
 

that the commodities had been donated by the people of the United 
States of
 

America. During the course of the exit conference it was pointed out by
 

CARE-Peru management that the way in which the initial questions and 
the
 

follow-up questions were raised could have influenced the responses of the
 

recipients.
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CARE
 

CARE- PERU
 

USE OF PROCEEDS FROM SALES OF CONTINERS
 

Since the empty bags and/or containers are donated to the recipients, this
 

point is not applicable to CARE-Peru.
 

/1,
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CARE
 

CARE-PERU
 

ELIGIBILITY OF RECIPIENTS
 

As a result of (a) our review of the 
procedures and related documentation used
 

by CARE-Peru to evaluate and determine eligible distribution centers (projects)
 

and/or recipients, (b) our visits to certain distribution centers and, (c) our
 

inquiries of representatives of CARE-Peru and program recipients, nothing 
came
 

to our attention that caused us 
to believe that CARE-Peru has not complied with
 

AID Regulation Eleven relating to the determination of eligibility of 
reci­

pients.
 

/
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CARE 

CARE-PERU
 

DISPOSAL OF DAMAGED COMMODITIES
 

As part of our review of the accounting system and our examination of the 

commodity statement of CARE-Peru for the year ended September 30, 1986,
 

expressed in kilograms, we have reviewed the procedures, controls and records
 

relating to the disposal of damageU commodities as provided by AID regultions.
 

During our review nothing came to our attention that caused us to believe that
 

CARE-Peru had not disposed of the damaged commodities according to the cr±Lerla
 

set forth in AID Regulation Eleven. Also during 
our visits to the warehouses
 

utilized by CARE-Peru 
we did not observe any commodities that we believe
 

should have been reported as damaged.
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CARE
 

CARE-PERU
 

REPORTS ON LOSSES AND MISUSES OF COMMODITIES
 

As part of our review of the accounting system, the physical controls over
 

commodities and our examination of the commodity statement of CARE-Peru 
for
 

the year ended September 30, 1986, expressed in kilograms, we have reviewed
 

the reports on losses of commodities. During 
our reviews nothing came to our
 

attention that caused us 
to believe that CARE-Peru had not reported the losses
 

of commodities occurring during the fiscal 
year ended September 30, 1986 to
 

USAID/Peru, as provided by AID Regulation Eleven. 
 Also, nothing came to our
 

attention that caused us to believe that 
there had been misuses of commodities
 

that has not been reported by CARE-Peru, as provided by AID Regulation Eleven.
 

''I,
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CARE
 

CARE-PERU
 

INSTANCES OF FRAUD OR ILLEGAL ACTS
 

The "Standards for Audit of Governmental Organizations, Programs, Activities
 

and Functions" (1981 revision) require all instances 
or indications of fraud,
 

abuse, or illegal acts discovered during an audit to be reported. During the
 

course of our work we did not detect any transactions that, in our opinion,
 

were explicit indications of fraud or illegal acts.
 

/l 
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CARE
 

CARE-PERU
 

AUDIT FINDINGS AND RECOMMENDATIONS 

Internal Reviews
 

Conditon -- CARE-Peru had not performed a complete internal review of the Title
 

II program under its jurisdiction.
 

Criteria -- Section 211.5 (c) of AID Regulation Eleven provides that the 

voluntary agency shall conduct or arrange to have conducted comprehensive
 

internal reviews or a series of examinations which when combined, will repre­

sent a complete review of the Title II 
program under its jurisdiction.
 

Cause -- Internal reviews were not considered necessary. 

Effect -- There could be non-compliance with respect to the program objectives 

and AID regulations which could be highlighted if an internal review were made. 

Recommendation -- USAID/Peru should require CARE-Peru to submit a written
 

annual ;nternal review plan for USAID/Peru's approval, and, once so approval,
 

to advise USAID/Peru when such review has been finalized.
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Publicity as an AID Program
 

Condition -- We noted the following matters with respect to the publicity of
 

AID's Title II Program:
 

a. The Cooperation Agreement signed between 
CARE and the National Office of
 

Food Support (ONAA), under which ONAA agrees 
to distribute the commodities,
 

does not 
include any specific clause whereby ONAA should publicize that the
 

commodities furnished people United
have been by the of the States of
 

America;
 

b. During our visit to certain project sites and through inquiries of the
 

recipient's representatives of the "Comedor Indoamericano" project, 
we noted
 

that certain recipients had no knowledge of 
the origin of the commodities.
 

They believed that such commodities were donated by ONAA or CARE;
 

c. At the distribution centers (project sites) visited, there were no banners,
 

posters, or similar media which 
indicated that the commodities had been
 

furnished by the people of the United States of America; could have
which 


resulted from the desire to limit publicity due to security reasons;
 

d. The distribution listings signed by the recipients for receipt of the 
commo­

dities did not include any inscriptions containing the above information;
 

and
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e. On the other hand there were instances where adquate publicity was noted,
 

and recipients understood that the commodities had been donated by the
 

U.S. A.
 

Criteria 
-- Section 211.5 (g) of AID Regulation Eleven provides that (a) to 
the
 

maximum extent practical, and with the cooperation (,f the host government (in
 

this case ONAA), adequate publicity shall be given that the commodities have
 

been furnished by the people of the 
United States of America, (b) at distribu­

tion centers, the voluntary agency shall, the
to extent feasible, display
 

banners, posters, similar
or media which 
shall contain publicity information
 

and (c) recipients' individual identification cards shall, insofar practica­as 


ble, be imprinted to contain such publicity information.
 

Cause -- There was an inadequate communication of the 
publicity requirements
 

to ONAA, which is responsible for the distribution of commodities to the
 

distribution centers. Also the agreement signed between CARE and ONAA does not
 

provide for such requirement.
 

Effect -- Certain recipients had no knowledge that the commodities were being
 

donated by the people of 
the United States of America.
 

Recommendations -- USAID/Peru should request that 
CARE-Peru amend the coopera­

ting agreement signed between CARE and ONAA 
so as to include the above AID
 

requirement. Also, USAID/Peru 
should require CARE-Peru to evaluate the best
 

way to give publicity to the 
program, considering the security environment
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within Peru, and to implement such publicity to the maximum extent possible.
 

Also, the distribution listing should be imprinted with the information requir­

ed by Section 211.5 (G) of AID Regulation Eleven.
 

Donation of Empty Bags and/or
 

Containers to Program Recipients
 

Condition -- During November, 1985, CARE-Peru informed ONAA that, in the 

future, empty bags and/or containers should be donated, free of charge, to the
 

program recipients. It also required ONAA include
to a special clause in the
 

food for work agreements indicating that 
the empty bags and/or containers were
 

to be donated. Our review of the 
food for work agreements signed subsequent
 

to November 1985, indicate that ONAA not
had complied with the above require­

ment.
 

Criteria -- CARE-Peru is responsible assure the bagsto that empty and/or
 

containers are being donated 
to program recipients.
 

Cause -- There was non-compliance with the above requirement.
 

Effect 
-- There was a risk that empty bags and/or containers could have been 

sold to program recipients, or returned to ONAA. 

Recommendation -- USAID/Peru should require CARE-Peru to insist that ONAA
 

comply with the above requirement.
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CARE 

CARE-PERU
 

MANAGEMENT'S COMMENTS ON COMPLIANCE WITH AGREEMENT TERMS 

Refer to letter from management, included as Appendix 1.
 



CARE INTERNACIONAL
 

EN PERU APPENDIx 1
 

CP#12151-87
 

Lima, 10 de abril de 1987
 

Sehor
 
Julio Voysest
 
Coleridge Asociados
 
Representantes de
 

Arthur Andersen & Co.
 
Av. Arequipa #350
 
Ciudad
 

Estimado sehor Voysest:
 

De acuerdo a lo previamente convenido, adjunto una traducci6n de
 
nuestra carta del 18 de marzo de 1987 con algunas anotaciones
 
adicionales.
 

Si tiene comentarios o preguntas sobre el particular le agradecer6
 
se sirva contactarnos a la brevedad posible.
 

Atentamente,
 

Ja Coberly
 
Director
 
CARE-Peru
 

JC/gv
 
Adj.
 
124
 
301
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~~'~ 	 CP#. 1209?8-87 ~-'- --


Marc isl8, l981 ~<<~
 

MrA--Julio oysest, *-

Coleridge Associated .­
**-*-Repesentin
 

Arth11Ui-ndersen,& Co.
 
AV., A'requipa #330
 
Lima
 

Dear Sir:
 

~Y- We acknowledge receipt of your letter dated March 13 and-; wi th respect to the "tentative and preliminary draft'*Spanish version 'of the PL480. Title II LCommodities AudiReport,- the following are our detailed comments~ and/or

clarificationls: 

-- -	 1. CAE-Ferj's backgrou ndA 

On Page 2 it is indilcated that CARE-Peru operates iin Peru:Since 1980. ­

1-Inthis respect, we must point-out that ou r -ognZationhas beens oper-atiit in Peru since 1970.. As r-Egards -the !980.
 
-. daeit- us rfe o.at the begining of t he P I BA FooProg ram. 

-

2. ctiivities Sale of Emt 
cotinr
 

On 5 iC9 recommended 
pr-ocedUr-eE on 

--	 i _S toezb1is -(-to 

the sale cf empty contai-erE and- ut i 1i ator1,C-Io f proceeds according to th-ose established in section 211.5­
- (I) 	 of AID's RulEs ancd Regulations. --

In t.his respect, we must point out the existeno, f aGener-al Directive #43-61-0NAA, bV, which sel11i ng procedures­o-f these empty oontM inrs as well s Kthe admi nist;-ation 
--

aniduse of 	 thE proc2edzsvwee E ipl)emented. 

Furthermore, we MLISt po-int out- tha': in order tc sell theseerriepty/ 	 container s, Sealed-nve-oPoE. bidding took place,where 	 a representative of CARE-Peru was pr-ESEnt, at ithe
-~C~C time the envs±opes, wei e 	 rmCopened. This can Ie'eiid~
the. documnents in our files. 



CC 

11oniming '.acoount _t'ateimits reoeiVed-1Aby 

of: these- fudwe Q'_Confirm thatsch -fud Iae 
u t i i'zed~ inh tIe-program, -'destined 'principaly'.to ipprove~<
implemrintaticn," of th~e 'ONAA*warehous'. 

At the time of, the Audit, there was a balance of, 1/24 O53.00 
in, the ,checking account,amount which in accordance with 
ONAA-, was utilized ini the, acquisition 'of fumigating 

UI-i/,euy important to mention that in accoordance withauthorization, :as'of November195 'te emy 
container. are being donated to program benefici a-ies. Wec 
appr-eciate that during the autdit period of October 

1985-September 1986, only one month could be~subject to
 

firm.
 

Inthis espect we are attaching copies of our 
'CP#921-5
 
CP1154 2-86, CP#1162Z-8., as well as NA's official- 7 

correspondence #13S2-86-ON/D0A/EIAA. 

. Su ervisio ,f_'FroJects 

On page 270 the impl'enentation of a projects supervision
chronogram iz. recommended. , 

In this respect, we consider that it is not appropriate to 
prjet s c hi ol limjt-. thE* element c 

an-d thu~s. Lllow for "he possibilities of a f a 1s c imra ,ie
pre-entation. 

Ne,vertheless, when requi-ed. such as in the cae of the 
Commu nalI Ki tchens_, these visits are oordinated with 
OQnterparts. 

We must also mention the fact that r.iRE, has, a Working teaim 
dedicated ex clus -;\e ly rtc, the PIBA program, conEstan tly -

visiting and super-viSingD Counterparts andpcijec"tS. A~s you
C;a well it is very problemnatic arnc difficult- appreciate, 

to establish a visiting hr cngram consider-ing -he extant- .­
n~umber the PIBA pr-oje!ct.Vof 

C'Note: During, the Exi-., Conference, it wasnotedthat CARE'K,*--' 
FFWrojcts ta~a limited duration, unlki on 

c_,:vinq tr feedincj actiiisMC0H ohr 
'Lt r.j. PC /ont : 'thec t-: tibut io c~ha n9,2s 's: prc-jeci V 

e ~~ ' ~ ~ ~F~liI (: r e"r esH Lcz of -p1'10i~'e ,prrflV~*
Vr -ia -e I -,idV ed m,, t F o .~ V~C', a I~cV aV ViVVI-s 

VVV 
, 

-

f 

http:principaly'.to


Res haveduly n tte tiow: onpage2 a 
.-. ega tementation of project visiting -f
ormat..,
 

Weare attaching "Communal Kitchens Visit" format which 
 has'
 
. aeady been implemented in this.aotivitye 

5.Itra reviews
:~~ -Yy 

recomm, ndd,


-cording to page 35 of your diaft, it is recommended that :
CARE Peru take the necessary measures to increase internal
revisions in accordance to secotion 211.5 (c) of AID's 
Rules and RegulatRons IIw.
 

In this respect, we must mention 
 that Regulation II
indicates that internal auditing must 
 be programmed and
executed by previous written 
agreement with USAID-Peru,

which has not been the case in the PISA program., 

Nevertheless, C.RE.Peru is willing 
to request USAID-Peru a
written agreement in order to oomply
requirement. We emphasize wi th thi ..
on the fao- that CARE-Peru 1i, 

oonstantly makingn supervisory visits. "to projects,.oordinating with counterparts,l~nventort actions and effeting monthlythat ,z ._esi foodr.dmay.well co•. . the . -e ' ' . ,, = e . , :ofInternal Auditing program. - - o n i -ed as part . 

Note. Informal internal reviews have bee 
 madc at thc

suggestion 
of the, USAID Mission. 
 in the future these
 
reviews will be documented and copied to USAID.
 

Procram Publicity
 

On pages 36 and 37 different aotions 
 regardi giprogram .

pulblicity are recommendec.
 
WE OIL Swe st ::indicate t ha t we. have: opporzu nely, .di~stribut e 
posters designed and published by USA ID-Peru. ' 

Also, that 1~1 donated conctainers cDontain ne.-c:eSatryinformatio regard.ing the dnatin, t)sources.
 

With reference to tne requirement stipulated 
 on section 
2 () off.-'AD, Rules arid RegulationsIT :ttc ari we1lbe .. mentonec; that thI action. . "is related o 

re-co taineri zat'ior of. the: products' f o di£:-ibut orj. 7n.i.s. 
i ; not appl ioable 'to the PIBA program sinice t.ods .".re.. .
 
Sdistr buted" and dc,natea . ri the ..o n .......
. : c,
origin.-Ated' ir, USA in the., temote casz.. f.cc have toer. :< 

I-i - Z x,tu L i. rA q a( ct. 'c&a:I . 

U 1.) t"1 i~ L., 

Note. i 1* E: ,tC;f tiv ei ~c-ct~.r -.- uc or s~e our 
u Lrt,bicty Act'd ~d r e, z, 

.

I 



.Ulzed.i foodset 9.
 

On~zp 38it--is--recommended t-atCARE hPeru poavi:.de-- ... 
in1strubtions--as- to-jrmethods -in -which donated milk shu.Id be,~ 
used. . - -


CARE-Peru, in this specific case, has complied- in 
instructing counterparts of ways in whioh the doated mi 1ek 
can be utilized. We have provided' them with sufficient 
quantities of posters designed and published by, USAID-Peru 
 22 

indicating the way in which milk should be prepared.
 

Note: It is felt that appropriate use of powdered milk is
of common knowledge amongst. CARE's beneficiaries.
 

.-..: Food storage
 

On page 39 it is recommended to evaluate warehouseF, extant 
at project sites. 
 't
 

We must indicate that storage areas in the projects,' 
specifically in the case of "Communal Kitchens" are 
temrporary ztorages the is stored for-Is food immediate 
c:o nSUMrtior. These storage areas cannot be considered as 
permanent warehouses since the foods are kept for "t hort
period of time for daly c:onsumption.2 

It must be noted that in the case of the communal kitc . -ens. 
stor-age this should not be considered as a 'general rule 
within the program since the communal kitchens is cne of 
the distribution methods within the program This is not,..
the ae in the distribution of foods to FFW benefifciries 
E-irnCE they carn d ispose of t he f oods t hey reoe VE as they
Please. 

'eFood ecord2. ontrol s 

O, page 40 it is recommended that CARE-Peru rma i n ta i a
fooc control iLn the projects. 1In th$ i case Lnd in 
ccueraan'e : Rth 22R point 8 above, this should refer o .nlyto 

rlI.a.L 0 AR-Peru thesC .. kitchen. wi 1 imp!hment ' 
1econtmenced -,ontroils in the communal kit.ohensz under the 

10. D,.onzit i-i of empty c~ontainers 

22On 
 page 41 it is 'recommended that. CARE-Per-u i nsst with 
ONAA or, the donation of ocontainers tobenfci-e. 

222Opportunely, 
 CARE-Peru byl OP#921ec-85, dated 12. 1.L.85,2
I 2f mdd and 2-USAID-Feru or doration procedure. ofinf 014A 
ewllnLY,- 1oonLiners to bei'ficizries. W vl-

2 

in,ist acn 
22 01A4~<3123~ "ith Lind :in 2th c reques,'221 

t i dI i S,11 f a. .I 1- 4 ,'1 ej2eAl e:tS t42 Cden t f thC 
cis1 ,. 22 1 2- L '" 2h 

http:poavi:.de


On page 43 it is recommended that CARE-Peru i nsis t with 
ONAA that- Sanitary Certif icates are op:portunely obtained. 

Unfortunately, this action is beyond CARE-Peru's control. 
We consider that delays in obtaining these certificates is 
due to ONAA's bureaucratic: red tape procedures as well as 
ack, of funds on hand to obtain these service,. 

We must mention that in some oases CARE-Peru pa.J for these 
ser vices in order for- CARE to opportunely have proper 
documentation. 

Note: The event identified by the audit is rare and
a 


unusual occurrence.
 

We hope to have been able to 
clear those points detailed in 
your draft. We want to take advantage of this oocasion to 
thank you for the m!any aotivities performed by .our Staff 
as well as for the pleasiant working relations. maintained 
while thIe , auditi ng was taking place. We look f orwar-d to 
the audit results and recommendations given uE. sinz,e these 
actions ir-e oriented Lo improve programs development under 
PL480 Title II Commodities in Peru.. 

Yours very truly, 
 . 

James Coberly
Di rector 
CARE-Peru 

gv •" 



APPEUNDIX 1 

REPORT DISTRIBL~rION 

No. of Copies 

Director, USAID/Peru 5 

AA/LAC 2 

LAC/SAM/P 1 

LAC/CONT < 

LAC/DP 

LAC/DR 

LAC/GC 

AA/XA2 

XA/PR 

LEG1 j 

AA/M 2 

M/Rvl/ASD2 

PPC/CDIE 3 

IG1 

AIG/A, . . . . . . .(/ 

IG/PPO 2 

IG/4S/C&R 12 
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