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SUBJECT: Audit Report on USAID/Bolivia's Procurement Function
 

The Office of the Regional Inspector General for Audit/Tegucigalpa has 
completed its audit of the USAID/Bolivia Procurement Fundtion. Five 
copies of the audit report are enclosed for your action. 

The draft audit report was submitted to you for comment and your comments 
are attached to the report. The report contains one recommendation which 
is considered closed and recqJires no further action. 

I appreciate the cooperation and courtesy extended to my staff during the
 
audit.
 



EXECUTIVE SUMMARY
 

ISAID/Bolivia had responsibility for providing technical assistance for
 
host country contracts and for implementing direct AID contracts for a 
program portfolio valued at $157 million. Procurement of goods and
 
services was an important part of this responsibility. Mission Order 
11-1, dated January 15, 1982, divided USAID/Bolivia's procurement
 
responsibility into two functions: (1) professional and technical
 
services, and (2) commodities and construction services. The Mission 
Executive Officer had responsibility for professional *and technical
 
services procurement while the Project Development and Implementation 
Officer was responsible for commodity and construction services.
 

USAID/Bolivia had the authority to execute commooity and construction 
contracts tinder $100,000 and technical service contracts tinder $250,000.
 
Contracts under $25,000 could be procured on a non-competitive basis; 
prior to April 1, 1984, the limit was $100,000.
 

The Office of the Regional Inspector General for Audit/Tegucigalpa made a
 
compliance audit of procurement functions at USAID/Bolivia, to determine 
whether procurements were made in accordance with AID regulations. The 
audit covered transactions valued at about $600,000 for calendar year 
1984 and through May 1985. Our review of this management function was an 
integral part of our audit of USAI/Bolivia's reactivated projects (see 
Audit Report No. 1-511-86-09, February 28, 1986). However, the 
procurement issue was excerpted from that report because of a concurrent 
Inspector General criminal investigation into USAID/Bolivia's procurement 
function. Since that investigation has been completed, our findings can 
now be presented in this report. 

The review of USAID/Bolivia's procurement functions for the Rural 
hiucation II, Rural Sanitation Agricultural Sector 11, and Disaster 
Recovery Projects disclosed that procurement actions were not always 
taken in accordance with All) regulations. The Mission has since taken a 
number of steps to improve procurement practices. 

The audit showed that competition for contracts had occasionally been 
curtailed to the detriment of All)'s best interests; unreasonably high 
prices were paid in certain cases, and economic purchasing practices were 
not always followed. The organization of the Mission's procurement 
ftinction did not lend itself to a proper separation of duties between the 
identification of requirements and materials' ordering. Ardi t ional ly, 
procurement personnel were not adequately trained to perfonn procurement 
fuInc t i ons. 

All) cont rac t i rig pol icy requi res formal Iy ad ve r t i sed procedi res or 
conpet it iye nlegot 1at ion. lowever, these procedures weI'e not alway, 
followoed tecaute the kfiss ion's i internal controls over its procu rement 
ftiction were serioisiy deficient. iISAID/Bolivia had not made economic 
purchases Ixrcause: reqi i.vS s for price iotart i oI w ,re not adequlately 
d i ssem inat ed ; pmirchase s were split itn order t o avoid Ihe need to 
ld ve r iso for -ompit' t t i ve of fCvS ; the reasonab Ioness of vendor price 
(i ot a t i on s was rot ve ri f te d; procturement pl ills were not prepared; 
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procurement ftrnctions were not properly separated; an( procurement 
personnel were inadequately trained. Consequently, about $115,000 had 
been spent unnecessarily for commodities under the projects we reviewed. 
We recommended that maximum competition be obtained through adequate 
advert isement, verifications of price reasonableness, avoidance of 
order-splitting to avoid competition, and the timely formulation of 
procurement plans. We also recommended that the procurement function be 
made the responsibility of the Mission Executive Officer instead of the 
Project Development and Implementation Officer, and that training be 

.providedI to procurement personnel. The Mission has implemented the 
recommendation and it is closed Ilpoii issuance of this report. 

170l-


I~~ V,/ ­



AUDIT OF 
USAID/BOLIVIA'S
 

PROCuRfENT FUNCrION
 

TABE OF CONTENTS
 

PART I - IT RODJCTION .".......... 


A. Backgromd........ 
 . . . . . . . . . . . . . . 1
 

. . . . . . . . . . . . . 1
Ti. Audit Objectives and Scope 
 . 

. . . . . I
 

PART II - RESULTS OF AUDIT . . . . . . . . .*. . . . ... . . . .. 2
 

A. Findings and Recommendations . . . . . . . . . . . . . 3
 

1. Competition for Contracts Was Limited . . . . . . . 3
 

B. Compliance and Internal Controls . . . . . . . . . . . 10
 

1. Compliance . . . . . . . . . . . . . . . . . . . . 10
 

2. Internal Controls . . . . . . . . . . . . . . . . . 10
 

PART III - EXIBIITS 

A. Exhibits
 

1. M)B Miami Prices 

2. ISAID/Bolivia Split Purchases 

B. Appendices 

A. Mission Comments on Preliminary Findings 

B. Mission Comments on Draft Report 

C. Report Distrihution 



AUDIT OF 
USAID/BOLIVIA'S


PROCUR 4 NT FUNCTION 

PART I - ITRODUCTION 

A. ackground 

rIJSAID/BoVvia had responsibility for providing technical 'assistancehost country contracts and for implementing direct AID contracts f )r 
for

aprogram portfolio valued at $157 million. Procurement of goods andservices was an important part of this responsibility. Mission Order
11-1, dated January 15, 1982, divided ISAID/Bolivia's procurementresponsibility into two functions: (1) professional and technicalservices, and (2) commodities and construction services. MissionExectnive 
Officer had responsibility for professional and 
The 

technicalservices proctirement while the Project Development and ImplementationOfficer was responsible for commano(ity and construction services.
 

USAID/Bolivia had the authority to execute commodity and constructioncontracts under $100,000 technicaland service contracts under $250,000.Contracts under $25,000 could be procured on a non-competitive ba3is;prior to April 1, 1984, wast!- limit $100,000. 

B. Audit Objectives and Scope 

The Office of the Regional Inspector General for Audit/Tegucigalpa made acompliance audit of procurement functions at ISAID/Bolivia to determinewhether procurements were inmade accordance with AID regulations. Theaudit covered transactions valued at ahcAt $600,000 for calendar year1984 and through May 1985. (Ar review of this management function was anintegral part of our audit of tSAID/Bolivia's reactivated projects (seeAudit Report No. 1-511-86-09, February 28, 1986). 1lowever,proctlirement issue was excerpted 
the 

from that report because of a concurrentInspector General criminal investigation into ISAID/Bolivia's procurementflmnct ion. Since that investigation has been completed, our findings can now be presented in this report. 

Procurement files bothat 1he Mission and Government of Bolivia offices were examined, and interviews were withheld IJSAID/Bo livia and hostcount ry personnel. Additionally, cost comparisons of several comnodit teswere obtained variousfrom vendors located in Miami, Florida. Internalcontrols were examined as they pertained to procurement. The al it wasmade In accordance witth generaily accepted government audit ing standards. 



AUDIT OF 
USAID/BGLIVIA'S


PROCUREMENT FUNCTION 

PART II - RESULTS OF AUDIT 

The review of USAID/Bolivia's procurement functions for the Rural
 
Education II, Rural Sanitation Agricultural Sector II, and Disaster 
.Recovery Projects disclosed that procurement actions were not always
taken in accordance with AID regulations. The Mission has since taken a 
number of steps to improve procurement practices. 

"lhe audit showed that competition for contracts had occasionally been 
curtailed to the detriment of AID's best interests; unreasonably high
prices were paid in certain cases, and economic purchasing practices were 
not always followed. The organization of the Mission's procurement
function did not lend itself to a proper separation of duties between the 
identification of requirements and materials' ordering. Additionally,
procurement personnel were not adequately trained to perform procurement
functions. We recommended that maximum competition be obtained through
adequate advertisement, verifications of price reasonableness, avoidance 
of order-splitting to avoid competition, and the timely formulation of 
procurement plans. We also rf.commended that the procurement function be 
made the responsibility of the Mission Executive Officer instead of the
Project Development and Implementation Officer, and that training be 
provided to procurement personnel. 



A. 	 Findings and Recommendations 

1. 	 Competition for Cbntracts Was Limited 

All) contracting policy requires formally advertised procedures or 
competitive negotiation, lklowever, these procedures were not always

followed because the Mission's internal controls over its procurement

function were seriously deficient. USAID/Bolivia had not made economic
purchases because: requests for price quotations were not adequately
.disseminated; purchases were split in order to avoid need toadvertise for competitive offers; the reasonableness of 

the 
vendor price

quotations was not verified; procurement plans were not prepared;
procurement fuinctions 
 were not properly separated; and procurement

personnel were inadequately trained. Consequently, about $115,000 had 
been spent unnecessarily for commodities tunder the projects we reviewed.
 

Recommendat ion No. I 

We 	 reccmmend that tSAID/Bolivia obtain maximum feasible competition tunder 
its 	procurement actions by issuing a Mission Order that will require:
 

a) 	advertising requests for quotations in the Commerce Business Daily
when practical or, when not practical, by employing alternative

competitive procedures, such as referring to Federal Supply Schedules; 

h) 	 combining procurement actions wherever feasibe to obtain competitive
bids and the best available commodities at the ltwest available 
prices; 

c) 	 verifying price reasonableness using such techniques as: comparing
price quotations received with prices set forth in published price
lists, preparing independent cost estimates, and identifying
inconsistencies in cost s-per-unit; 

d) 	 refraining from the practice of splitting purchases; 

e) 	 formulat lil, and implementirig procurement plans and using the plans to 
make volhe purchases; 

f) 	 placing responsibility for all procurement matters in an office not 
connected with project development or project implementation; and 

R) 	apprpriate t rai ing for procurement personnel. 

Discllsston 

It is All) policy to formally advertise contracting opportunities where 
practicable oPr, if not prac.icable, to use competitib negotiation.
Formal advertising requires: (1) preparing invitations for bids, (it) 

a3.
 



advertising invitations for bids in the Commerce Business Daily, 1/ (iii)

submission of properly completed bids by prospective contractors, and 
(iv) awarding the contract to the lowest responsive bidder. Competitive 
negot iat ion is a procurement act ion carried out wi t hout formal 
advertising. Under the latter format, requests for price (lotations are 
used to communicate purchasing requirements and solicit bids from 
prospective or pre-qualified vendors or contractors. Prior to April 1,
1984, all requests for (fotations were required to be advertised in the 
Co merce Business Daily. Current regulations reqtlire that AID direct 
contracts in excess of $25,000 be advertised. In the case of host 
count ry cont racts, (procurement act ions tilt imately funded by AID but 
carried (,it hy non-All) personnel) advertising is required in the AID 
Export Opportunities Bulletin for purchases over $25,000, and in the 
Commerce Business Daily for pturchases over $100,000. 

IJSAID/Bol ivia' s procurement syst en did not adhere to prescribed 
procurirment pract ices andt lacked effect ive internal controls to ensure 
that prices were competitive. Examples of factors limit ing competition 
-n, We K internal cont rols fol low. 

Price Quotal iols - C(,mpet i ion was ofte i I iini ted to )re-se lect ed 
vendors. 1II-- 171,livia solicited hids froin onlv three vendors, Whose 
select ion was based on past experience. Federal Acquisit ion Regtulat ion 
13.106 states: 

(Cont rmct iug, off icers ,hall not 1imi t solicitat ions to 
suppli rs (of well known and widely (list ribhut ed makes 
or bran Is, nor shall quotat ions be solicited on a 
personal jprefirence hasis. 

Price Reavsoableness - llSAl1)/Bol i via cou ld tw, ler ensure reasonableness 
il (ollmdity prices by makii price analvses froitri inidependent sources. 
M1ission pirocedtires consisted if obta:ining price (.tiotations onlv fromA the 
pro - so 1,-I venlors. quot at i oris i s accept able of)nl yt4 o I iciiir, price
when ihe reqi ,sl s (,ioat ion% widely diS it t0for are ,l nIlat ed ,nslure 
ma1xMin t 0 ,nlpf I ,ion(v.g. 1iroi, h the All) Export (pport1lll ties itlulletin 
or ('ommnerce hisi nss l)a l. B1y us i g preseltecl id v.ndtors,' prices for 
c(,rtpa r ,oi, h W11 , a tiha he pr ices (A) were110lSSIrdtlCe i 
repreoen Iat i . Of availa ble', mrket't prices or ()) that t here hart not been 
col lusio, among th, preselected vI'ibIriS ( "rig" price (pirot :iltlions. Other 
viahlf opt 101 1, as r1'(*,r'mn r.draI on Regmiila t ion I ',.80 -2t.,lI it eI Acpj sIt t 
atil, . Hi , It 1- 3. 807-2 1It,0'.:I Prf,,c, llr'Iuentvll agill, 

. ­, (-I fo,lr f ,,(Anp,frini pri t ,. in published I i i o pril iFl(,t I Iiions 
(J)t a I ,(11r :1 C 1,1)Ipet k10s i' , ;1pply '; lit.hliles) orIt v,. ('l1,., 
ItIlh iI%h 1 jljt i Cornmli I 1 (I raI11, 'Alll'u.t I itldIM.1 I kev I ,f O 

1/ ih' ('Co ri-I ( I- fll-', l"it'i 1l11 lv sia lpblil a1li on tiovr'. pillp.*'o is I 
1l'11t rl IIv i 1 6 g 4I1b( r,011C IIMgIfv I, 61,1. (oni t01 I ;1i1 Ill 

& I1'I Ii%'-Inell c it I ottttj'porI lit It Iv %,. s ;4l I' ell 1 (41i I f Ihpy ol 
0i4".f 'rcP (if ' iIf l %tih%( rI pi I1'. s are .tva Iabl it II 11 l omp) I itf1t .IrV 

(,4v'rlrm l' (,t1I c .
 



--	 Dveloping cost estimates independently for comparison with price 
quotations; and 

--	 Applying cost-per-unit measures (such as dollars per pound, per 
horsepower, or other units) to identify apparent inconsistencies 
requiring further price analysis.
 

Split Purchases - Competition was also limited because purchases had been 
split in order to avoid mandated competitive procedures. According to 
-pre-April 1984 regulations, All) Missions were authorized to negotiate 
contracts up to $100,000 on a non-competitive basis. After April 194, 
the threshold was lowered to $25,000. The audit showed that 
LSAII)/Bolivia purchased numerous vehicles and other equipment on the same 
day or within a period of a few days tinder separate purchase orders. 
Each procurement action was for less than $100,000, and was made on a 
non-competitive basis. Had these items been combined and procured
through competitive price solicitations, substantial savings could have 
been realized. On the basis of the information we analyzed, such 
purchases had obviusly been made separately in order to avoid 
competition. (A listing of individual purchases that could have been 
combined is shown in Exhibit 1.) 

Procurement Planning - Procurement procedurs qt USAl)/Bolivia wore not 
based on adequate procurement plans to ensure volume purchasing.
Fffective planning would take advantage of grouping similar items to take 
advantage of economies of scale, volume discounts, etc. and obtain lower 
prices. However, USAII)/Bolivia did rnot have a procurement plan to 
consolidate re(fiired items. Federal Acquisit ion Regulations (FAR 7.101) 
define acquisition planning its the: 

.. process by which the efforts of all lvrsonnel 
responsible for an acqtpiisit ion are coordinated and! 
integ ratol through a coinpetitive plan for fulfilling 
needs in a timely minnfer and at a reasonable cost. It 
Incliides developing Oh, ovvrll .strategy for managing 
befr cqll s it ion. 

A list of neted stippli es arnd ant ic i pat ed cost s should bx p)repared as the 
proj ,c i s designed, but reffinements are requiired as circurmstances 
warrant . ')nce requi rements I have bt'en defined, the Federal Supply 
Schedumlf. carl N. t1sed to obtlain coimnonly used sulpplies and services at 
price, offered, for voltayie buying. The General Services mini 1stratIon 
bI:lhral ';11y Schedi iles conia in tOw- informnat ion nIcessary for placing 
orders. 

lProctement F-tiII Iion' Were Not i'ro ,rlv Sliotd - The trilsfe r of S(,'m 
procturewnt r iiTt1Xeir, 1p1-(!"T off ice o t eit Projectt,, vxclye 
1k'ye-j oljnenlt :un, I ImpOine at ort fffice akened the Miss ,lon' s Iriternlt 
cont rol%, over proct rement p1toc edutre%, Siice the- project )evelopment and 
limpl,, rnt ratiot OffCce r was invoIved iri the priparat ion (if project 
rteliir#-m'lti 1 :" l a %Io )rortit'rement function%, ihere wats no soepjta t ion of 
41t11 ese ,twetnll 1.h41t iflying re(1,tjuitemnt*11t% ii, orlerig maiter 'i, * IlUnder 
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such circumstances, the potential existed for individuals who helped
 
identify project commodity needs to influence commodity selection in
 
order to favor specific suppliers.
 

Training Was Inadequate - The chief foreign national procurement officer 
in the Office of Project Development and Implementation told us that
 
procurement functions were learned on the job, and that procurement 
training had been non-existent. The Project Development and
 
Implementation Officer and his deputy also stated they had limited 
,procurement training; hence, their procurement skills were not well 
developed. We believe this lack of expertise was a contributing factor 
to the abitsence of competition in IJSAID/Bolivia procurement practices. 

AID Hlandbook 19 Appendix I), entitled "AID Internal Control Directives," 
requires the establishment and maintenance of adequate internal control 
systems to protect assets from waste, loss, unauthorized use and 
misappropriation. Since ISAID/Bolivia was the U.S. Government's first 
line of management, the responsibility for internal control lay with the 
Mission.
 

As a result of these non-competitive practices about $115,000 had been 
spent unnecessarily for cornmrlities under the reviewed projects. This 
additional cost was estimated by soliciting FOB prices from Miami vendors 
and comparing those prices to actual invoice prices (FOB Miami). Exhibit 
2 presents the price comparisons. For example, $2,90S was spent on 
hyp(A IVnic Cneedles which could have been purchased for $58. 

As our report and a suhsequent Inspector General invest igat ion which 
resulted in the arrest and conviction of a USAID/Bolivia FSN employee
have demonstrated, the Mission's internal controls ovec its procurement 
ftunct ion were seriously deficient. In st atement s made in a Federal 
court, the employee was accused of having received more than $250,000 in 
"kickbacks" resl ting from the award of over $2 million in ISAID/Bolivia 
procirement act ions. The amount of these "kickbacks," c(mbined with the 
degree of price inflation suggested by our price comparisons, n,icate 
that Mi ss ion proctlremnent inale( iacies led to the unnecessary expenditutres
of many hun ireds of thousands of dollars appropriated by the (,ongress for 
fore ig assist ance to Bolivia. The recommended Mission Order would help 
est abli sit an appropriate syst em. 

tLi1ement Coimre(nt s 

The former Mission Ditector respond.et to our preliminary findings by 
defend iigt Mis ion practices and slat i ng that RIG auditors had "less thitan 
adeqa t ,"' ilt ldtrs andIig of All) procurement (see Append i x A).
N.veriheless, follwing tile idictmenits, IJSAID/Bol I via adhered to our 
rev omnmena t ions. I.oca I Ord er 11-1, rev i sed (n Ithcemnbe r 1, 1986, 
spec ifica.l ly iddrv%,%ses most of t he recenomrienitat i ills in the followtiR 
m11n1110r . Mis-ilon ('omfnls ott the araftI relport are In( Ipiidas Appendix B. 

Recommeridatiti )(nI)- USA I)/Ito livia agrred a:M! took act ions to obt li 
MIi XIIntitm RetiHyisd Loca I Order I hilt:comin io. I - st at es 

6 ­
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For 	 amounts between Je;2S,000 and U1S$100,000. Procurements are 
advertised aiki a Re Juest for Proposal or an Invitation for Bid 
is issued to the maxiwtxn practicable number of interested 
suppliers. The contract file must include a justification for 
using other than full and open competition. 

For amounts over US$100,000. Notice of availability of a 
Request for Proposal or an Invitation for Bid is published in 
the Commerce Business Daily (CBD) and in the appropriate All) 
bulletins. (Invitations for Bid are published in tie 
AID-Financed Export Opportunity Bulletin and Reauests for 
Proposal are published in the AID Procurement Information 
hil letin). 

For amounts tip to IIS$25,000. Purchase orders may be used. All 
cor nodity procurements, whether direct or likst Country, over 
US$25,000 require a(dvertising in Al) Export Opportunity 
Bill let ins. 

Puirchases not over 1S$1,000. These purchases may be made 
without securi ng compet it i ve Quotations if the cont ract ing
officer considers the price to be reasonable. 

Putrchases over U,$1,000. (Oiotations are solicited from a 
reasonable number of sources. Qhitat ions may he solicited 
orally or in writinp. 

RecoNnmendation 1(0) - ISA I)/1olivia agreed ard stated that proctirement 
actions woul( be combined whenever feasible to obtain the most economical 
price. ISAIJ/Bolivia stated thit this issue was rot addressed in a local 
order hit was incorporated in the ir internal division level ,petation3. 

Reccrymendrmtion l(c) - USA!l)/Bolivia agreed and took actions to verify 
Si,:e reasonableness. IISA!l)/Bolivia stated that since Octolbr 1080, the 

Ext cit ive Office PIOcuremnit 1)ivi s:oll has: 

1. 	 Ixpaided its sou rc i rg I ib ra ry t here by provi ilg bevt Ier 
ready access to ci'rt v prices. 

2. 	 ixt ended re(qlie sIs for proposals to more vendors itncltig a 
wi ler repre.sentation of geographical ae as i) the I.S. anld 
if) Bolivia. 

3. 	 Provided toug!her ild Clo)ser anialyses of costs in t ihe bids 
to get the lowst prIces. 

4. 	 Made extensi ve Ilse of a newly i rnst all ed telex to get 
oft Icial (AiOt(% inprint rather than by phone. 

7 ­



JSAID/Iolivia did not address the issue in a Mission rdr because it 
felt I,, itiechani cs of its internal proc urement divisiol operations should 
not be t h subject of a olission Order. 

RecoInmend tion I (d) - I ISAI IVD/Io i vi a ag reed a nd stat ed that since 
Septembet 1986 , tiit prac ice of splitting purchases of itens has been 
e] imi ,t, . Firt l,.rinore , 1rwa 1 order 11 -i st ates t hat "Cont rac t i rig 
Offic,.s" hil tr (e (1Ieput y Mi s si ol 1)i r.c t or)Cormspe t it io lad vocat e assure 

I,,Ithis rul , ((:ope t it ionn in cont rac ti rig ) and gtia rd ag a i os t 
., . ltlhl t Wai ve or c i iu vilt t he It ent of Colpvt ition. 

Pec cir v dat i un I IISAI1)To Iivia ag Ieed and stated that procuiii met 
p)lanc'-----o-inilaa-i ini i1i1i iit)it ed. Th. MisSion furtherad stated 
that ,,I oilier I -I, pap.e, 8 IVI. ofal Stat,.s: IProcilrellitsen Coaistmiliti es.
 
liiegn ,,isI %ulppl i. (,r matvr i s are ty (-- Ti-n-Tie
IIlit ivs, tor. 

ifill) I I . 'tat I oil of 1 I'I jII. t , a detai led irociteiflmelit p1 1 should I 4. 
fotim'.I, I-d is in Annex tit ,. 'ro ect Pape r. Project l1liagtl" should 
sh:r.r .i plans wlth IlBecut i e Of f i/I minliteiieat the earli estt 

i ,V ij ,' Ilt.It.,iX).t i . of p , -ct v,I opine 

At th,. l.t tua, tpiai tel v ievi ew., Ixes -at ye Of iml/tPt)ilfmmmnt lDivi sin 
ttl)l, I I fiathi.aIIsII ll ct tlikti t 5I(n .8n11! K V iVo­.I it t 'Ii 1 s i i t T' 
litr(Itc Ii "1 IillissI iI ( 4I,11ti. I i l WI4th i i l dim el.tiatIlI at I lvi I IV% 1)1 iiajrt 
lIKA1 I,d p18 t L ,,. 

P c q , i Ill)nt l H1(t)fvi. IIat hl alpitl*cdI t , pltlsce lItn'lllii llt 

it',l i ll 1 (if lt4 li 14it11 pi i l't, All-i' lol ti i all Iit (l lslsi td t eln 1l' 

Imp It i.I aq !iuloi '%,inl % I ix al Q1t es 1,17, and I W ( of Septemf-.r 

H P,I 81l81 l},tri:l''t 1I0, .'I. lt,[ I ve Ivelan I'MI, tli 1ii lit Off ftll
 
rslmq %.,01 1 1 1iV I, I I ll as III Jti8(I elidit.
 

HIPolti.! it loi P? F ) - MAI hlivia a lced t" provide apiisl(.riate 

IIAIlII I f l l illl I. li 1fIM. s li llet tiamrltf5Iq ' iiiwt I. .Al , pli sI of 
tla ll"in a-1. I,, U%:x.> , 


Ins " I a (401t I NIe. jai I' at.t tI id l I111, 11 7IN8' 11114 h Un 
Ait, i 11 j l , (iiit l in "t ii " llD'i n Ii te of 186. ti e 
pt(li li 1 u .11 IPI*lst*4. WCIrI tli- t1tl )lill' I 'votil. 11,11% 

I Ap, I (;1 11i ( NoI ltli iil Ali,) I i(. the lt ()ffIhit I. , I ii Iiv
Ii' ,,t. <,l1)8(t. MlI , lit , I II'If,,I I t li 1,lt 1 l aaIt ita1. 
altt s. i t li' I Iir Aiqms tliti ( eltt Jllt iti 1li't .1, liiille!.51 n 
.1114)VI.tI I t.1111 I , iil m n ialil , Ii nl hl a it IIIl . 114" l el " '!Ht,, lp ,I'i'stt"I h'i i t, li'ID I V"Dll lI'tia', tica I l ,'(, i " A.Ptn 

l .ll tii'e .lildi 1c'A 't iita It tI hl llathl ei eiil .lo-.'eii I I! tptihi.,lll'H"<, Il (lil ,,! tlit I'lt iici,i tst lily) ils, t iiav-ltt ti, Id)I'AI'l 

I oM 7. oil , P'at Iit k. Q. iI im1, Ishi l ? Id the ! tm'"aliet It 
tiivl*, i I X", wll I I iI111 5'iiN t i t'i t1till At uul% t iilli 


Pegilast It lil% , (i' 0 t pali V I to t Ih uhlItl nI ,al ii-mist w IllI 
lit, iIml'i li 1,st I ,181 ii ill, Int hi-88, ) NMI Cl I'. IcI!ig 
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contracted to provide two management atdits of USAIi)/B's 
procurement operations. In Novembir/ecember, the AMEG will 
also provide some on-the-job training. 

Office of Inspector General Comnents 

The recommendation is closed based on the actions reported by ,ew 
USAID/BolivIa management. However, RIG/A/T plans to follrw tip on the 
Hission's procuremelt practices to ensure they are being adhered to. 

.9.
 



B. OOMPLIANCE AND INTERNAL CONTROLS 

1. Compliance
 

Prescribed procurement procedures intended to promote competitive
 
acquisition were not adhered to because (i) requests for price quotations 
were not adequately disseminated; (ii) purchases were split to circumvent
 
advertising re(uirements; (iii) reasonableness of verdor price quotations
 
were not verified; (iv) procurement plans were not prepared and (v) 
procurement personnel were not properly trained. Our audit work was 
limited to the aforementioned issues of non-compliance. 

2. Internal Controls 

There was no separation of duties between the identification and 
acquisition of procurement requirements. The Project Development and 
Implementation officer was involved in both the preparation of project 
requirements and procurement. 
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I EXHIBIT 


USAID/BOLIVIA
 
SPLIT PURCIIASES 

Purchase 
Order Date 

Date of 
PIO/CA 

Purchase 
Order 

PIO/C 
No. Amount Purchase 

03/26/84 
03/26/84 
03/26/84 
03/26/84 
03/26/84 
03/26/84 
03/26/84 
03/26/84 
03/26/84 
03/26/84 
03/26/84 

03/13/84 
03/13/84 
03/13/84 
03/13/84 
03/19/84 
03/19/84 
03/19/84 
03/19/84 
03/19/84 
03/19/84 
03/19/84 

055-1/84 
055-1/84 
055-1/84 
055-1/84 
SNC-2/84 
SNC-2/84 
SNC-2/84 
Codeor 
6/84 
Fenacre 
17/84 

40032 
40032 
40032 
40004.03 
40004.03 
40004.03 
40004.03 
40004.03 
40004.03 
40004.03 
40004.03 

1/ 
T/ 
T/ 
7/ 
7/ 
7/ 
7/ 
2/ 
7/ 
2/
7/ 

$ 15,829 
15,829 
15,242 
15,319 
15,319 
14,731 
14,731 
14,775 
14,775 
15,313 
15 313 

Ford Bronco II 
Ford Bronco II 
Ford F-150 
Ford Bronco II 
Ford Bronco [I 
Ford F-150 
Ford F-150 
Ford F-IS0 4x4 
Ford F-ISO 4x4 
Ford Bronco II 
Ford Bronco 11 

$167,176 

04/05/84 
04/05/84 
04/05/84 
04/05/8404/05/84 

03/30/84 
03/30/84 
03/30/84 
03/30/8403/30/84 

11/84 
11/84 
11/84 
11/8411/84 

40004.34 
40004.34 
40004.34 
40004.3440004.34 

2/ 
2/ 
2/ 
7/2"/ 

14,805 
14,805 
14,805 
14,80514,805 

Ford Bronco !I 
Ford Bronco I[ 
Ford Bronco I1 
Ford Bronco IIFord Bronco 11 

04/03/84 
04/03/84 
04/03/84 
04/03/84 

04/03/84 
04/03/84 
04/03/84 
04/03/84 

581-MD 
17/84 
17/84 
17/84 

40004.35 
40004.35 
40004.35 
40004.35 

7/
7/ 
2/ 
7/ 

16,502 
15,431 
16,502 
16,502 

Ford F-ISO 
Ford F-150 
Ford F-150 
Ford F:-ISO 

$1389962 

06/22/84 
06/22/84 
06/22/84 
06/22/84 
06/22/84 
06/22/84 
06/11/84 
06/11/84 
06/11/84 

06/06/84 
06/05/84 
06/06/84 
06/06/84 
06/06/84 
06/06/84 
06/11/84 
06/11/84 
06/11/84 

057-4/84 
057-4/84 
057-4/84 
057-4/84 
057-4/84 
057-4/84 
059-1/84 
059-1/84 
059-1/81 

40067 
'10067 
40067 
40067 
40067 
40067 
40463 
40463 
40463 

3/ 
3/ 
1/ 
3/
3/
3/ 
41 

"1 

14,847 
14,847 
14,847 
14,847 
14,847 
14,847 
17,474 
19, 544 

5,14 

Ford Pick-tip F-150 
Ford Pick-up F-ISO 
Ford Pick-tip FI-150 
Ford IPick-up F-1(') 
Ford Pick-up F-1()0 
I:ord Pick-up F-ISO 
Ford iuI,-tipk-ip-2.f) 
Chevy Sutibirhan 
Chevy Sijirban 

Toral $451,782 

1/ Small Farner Organization
1/ D)isaster Recovery Program 
3/ Rural 'Aticatlon IT 
_I Agriculture Sector II 
A Project litilentt ton Order/Commlldit Ins 



2 EXHIBIT
Ta9e T oF 3 

AUDIT OF PROCURI~1iNT FUNCTIONS
 
USAID/BOLI VIA
 

VEHICLES 
 FOB Miami Prices
 
AMounts Actually

Paid by Prices Verified
ITh 	 OSAID/Bolivia 
 Thlrough Audit Diseconomies
 

(1) 	1985 Ford Ranger

4x4 Pick-up Truck 
10 each at $8,563

Invoice 0018 	 $ 85,630 $ 80,650 
 $ 4,980
 

(2) 	1984 Ford Bronco II
 
4x4 6 cylindcer
 
4 each at $13,063

Invoices 1027, 1059,
1060, 	and 1013 
 52,252 	 48,068 4,184
 

(3) 	1984 Ford F-2so 
Trick 4x4 leavy Duty
 
Super Cab 1 each at
 
$15,790 Invoice 1034 15,790 
 13,322 2,468
 

(4) 	1984 Chevy Suburban 
4x4 8 cylinders
2 each at $17,255
Invoice 1049, 1048 34,510 	 28,376 6,134 

(5) 	1984 Ford lrmrico II 
4x4 Air Cond with winch 
3 eacti at $14,880 
Invoice 1057, 1058, and
1061 
 44,640 	 37,956 6,1,81 

(6) 	1985 Ford Bronco 
4x4
 
1 each at $12,366

Invoice 10069 12,366 	 12,017 3,19 

(7) 	 1984 Ford FISO Truck 
4x,4
 
6 each at $12,745

Invoice 	 76,470 65,108 11,362
 

(8) 	1985 Ford fBrooco 
4 x4 
I eachi at $12,192

Invoice 7497 
 12,192 
 12,017 	 175
 



EX1IIlT 2
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ITMR 

Amounts Actually 
Paid by

USAID/Bolivia 
Prices Verified 
Through Audit Diseconomies 

(9) 1985 Ford F-250 
4x4 8 cylinder 
2 each at $13,179 
1 each at $13,829 
1 each at $12,392 
1 each at $12,092
Invoice 7-5641 64,671 62,SS0 2,121 

(10) 1985 Ford Bronco I 
4x4 6 cylinder 
2 each at $12,900
Invoice 7-5641 25,800 24,034 1,766 

(11) 1985 Ford F-150 
Pick-up 
4x2 6 cylinder 
1 each at $10,467 10,467 8967 IS00 

Sub-total $ 434,788 $ 393,065 $ 41,723 

mE I("AL SJPPLIES 
(15) Oral Thiermometer 

144 each at $4.18 $ 602 $ 144 $ 158 

(16) ItypdIermic Syringe 
Set of 2cc. Scc. 
10cc. 20cc. 
144 each at $6.R 980 378 602 

(17) Iy)( ,ennic NeeIles 
Stainless St(-f 18-2" 
20-1" 20-1/V" anl 19-3/4"'
7 lloxes (f 36 unlit, ofeach size ar $,115/hox 2,Q0S S8 2,8,. 

tO Sc I%'.o,ls P'aC t SfI 
7 %etsat $R90 

19) S11C.1t(al C:lip.., 

6,230 840 ,300 

(2O) SC-lfp ilystim's(It,. rF, Ko. 

7 evg( i at $1,649 II1,543 1,305 100,78$ 



P+It,,I'1 r.2 

ITIN__ 

Aiounts Aclt llil1)' 
Paid byISAID/IRo Iivia Plicl. Verifiedllirwllh Atl i it lii ril,~+. 

(21) Portable Sterilizer 
7 each at $1.488 

Subtotal $ 

i0I41 

39,S29 

1750o 

$ S,375 $ 34,,1, 

PVC PIPE 

3/4"-11,480, at .148 per ft. 
3/4"-39,300' at .177 per ft. 
I"-41,000' at .191 per ft. 

1"39,360' at .;684 elr ft.I /2"-37,700' , ,2 ) pr ft. 
1 /21- 31), 360 ' i ta.2()) pl r ft. 

2'o'-6,400 ' :11.418 per ft.
2"-4, 920' all .08 per ft. 

Sit)-tota 1 

$ 1,699 
6,967 
7,831 

11,1781127 2 
21 ,07) 

7,3.17 
4 4,7 

$ 75,.1-10 

$ 1,349 
4,625 
7,ICS 
6,21I 0,SIN 
I,01 

6, IS' 
18.16 

$ 49,162 

$ V() 
2,312 

21 
t, ',e,,, 

1. 
W,i 

$ 2', 

MISCI.IAN oIjs 

Stinger Sewiti qi*Atc1jtie 
AinIar W/pe h ithi 

2R 'idt '11 s2t9t11ifll it,11i?I(* 8,260t) 401134+'I. 

Iil'eric 22OV SOjI
14 ,,ch ;t $770 

Sutb-roi~il $ 
Sttt 

10 1790__ 
1'i,0.t0 

-ft 

$ 
t a 

S,i439 $ 1I )'i! 

TOTAI.S $ 51,7'7 $ I'i1 
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.)CJ.C.~t.~fLs; '!uLI]Lt.! tW CO~it 1)(CO 01411tr .; 100jJ ut. J'n-tLI valuL! joro..ur*.n.oit 
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oi'iI/ tr .rt10 
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ALl of t"'! aoove purchases involved special circaj.;tnces ainr w icA 
r,.,l te i thertc t:i. .r-* ,4.ns ,i, ,: .. nc t,  t (.-xam/PLa I)i-;,a;t.r Proj,:ht) -,r a;

uc,.ilt need to Jurcdse oecause of drojet r,-i,|.irements or non-parfocjnijnce .,1Con-tCiCLor . ALl out o1 
a, 

)f till !)Ur iio d,.ra offect-., u;Wrc 1-4 'A{ ruli:;,
wnicn lid not r-quire adrertisini. 

V.11 :;itications for thie veilcles oil whin quot-.; were ootai-1ad in,liayn differ siqinificantli fran to3e of the vehicles actuall i Purcase- bjtne .Aiin;imo in 15 of to. 19 cases cit *d ill the r Xoc t. None of tile .1,,,iiL
Linvoices indicated a wilLingness to export or esti.nated delivery dates.* 

V'1,*
,allj.l ipiittin.j up of a procurement ot veilcles reerred to in trioreport livoived jurc~raeis made from Aa|denti under separate purchase orders
issued under separaLt projects. t'aic parkdras 
 orders were issued over tn.­coarse of suier.il d.aes and not oni the same (Jai (August 13) as indicated irltrie cep)rt. Agu;t LJ i3 tno dlate of tile inivoic- later sent to AID for tito
several puruaanvs effected. Tie j)urc'iases were made for four projects, -3nd
t:i-1 AAid 1it liVol,_' ar tificial .01pIration of re]uiremeilts in order to jet.irouad trio S 1000 contracting I imit. ofALL tie vehicles w.re needed,Ir.etlt/l/r)l,in| IrJCuCu.t to ()ilj IOLurce located tolut was doie to ineaL toe,!Mi*Ssions d.!livery dei li,aes. )u'tation: tron several sources were soujnt
o)etore corltractn tolna wre,WL :i i(a l-.jotin teJ. 

rrhe .It;nuio':; conclu:;ion fr.,, its re-eCxjmination of the vehicle purchasesi
cited in .AI" ,4o.l£ ire ,;'follows: 

a) 1'- alliat ,)Lire[ard ilnj ar tifiCially spi ttilv4 a purchlso over 
* 100 ,,J i,;;invalAi. 

:) All Durciai;,!; w. ro :iad.' uni.!r documnnted speciail enarq.nc1
ic j,n t Anic !; I ;ono! iaaitanc.,5, tile need for 
 a better forward )Ian:nin j is, 
q'Ioo'V f1,l CjtL!d. 

c) .4')ait of til.e pc e coai),lri..OflS; lle iii t e au it art! :lU-.tioom L , i.l,jivin the :ircumn,;t!,. . the I .3ioii does i)t believe it paid too nucii tur tnt. 
t I .C[i p r )cur e,. 

dl) ') A 11) i)rJcdromhtii.t r e-Iu it I on .. r a vioIated in) i/ )t tiloene 
tr an .": tl i1. 

* T e ,'ric r,:),)Ct-, o 1 IM11,ILt Lor iceii t4u.9 wAs U.;.|i2,745 rdtier tLia.t 
UJ 54,41 vi 4aiown iii iar'No.I 
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3 g* Iicji . 3upp../aivjici rt'
 

M.- Lt ii c itt3 it, RAP tJolI . i pur'iiajipd ioy tile t;)jI k1ini!jtr 9 of
E~ducatio)n uai~ir host Country contcactinq d(o -edures. A -JulJy 26, 1984:nemnor,rnjn to i1i)/.q f-)rwarded an a4.v-rti.i lnt foc 	 t i.)n. to be u...~under informally coinpetitive proceotur,,!. Diree qjuotes ws~re 	 c!cqir,d for thoinedicdl11.sppii*~a andL t~ireo for till gowinqj in chines. vie :)id,, 	 4,ee eviluated,andl 	 the 1o-4o ,3t aids were dccepteIl. if indeed tile ite.ns for wnicn (lUOtatiar1.Sddoce 	 obttir-d in r4ianj are tile sair112 aa, 	 or ai.nil~tr to, ttios, purchasv.u undlertrie 	aiJkiiay drucedure i.-dicatoa aoove!, the prices ptiid injy navie been to,)i. r swudidct :hat 	Ottter atiljt-; to co,:ipare priceis for 
31)iiIi~J CO om.ntand s ~lies a--ould 1)e inode even 	 wnen accept~ihl,jo,11ptitive procedur-ca acefloe.-

A. 	 P'VC 1 p
 

,Vne autit roixcct deoli with purziajoJ madle under 
 two cintrct3 oy tile X)LI'Iinisizry of ileafti undier hoSt. country curitrdctinj procodures. rae 	 firstinilve's a 19t12 1AFLS, anrd t:ie second an initor.nalIlj cuotp-jtitj',e procurementtind,.ctakein in Elevetn1),35. responve. were rece~ived to tile IF13 uaider wiicn 	 a,,Z)nLtroc wa i .iwacUje.J tj milL l uiei, andI 	 two respoisebs wure cvceiviJ t,. toe3.iallier 
 11: jj;SlJaJ LO sevteral suppli.ers in 1985i wa~ch tes.-ultvd in aj contract 

PViet icj O:,!a J)~ finlo 	 i:i t~i') audit report orei op-n to qu.-;t ioa 

i)t i.; rtnot cer t. iin t:ieit tii-e zJjjci (icatioiis are tile Same(.;.wurc-jord to tne,, c~le niccil composition of the pipe for which- iii3,CeS wort!rec'2jjie i l i31i , or 'snettier t!adt pipe was tnreadeJ t-l ;)Otfl ends).
 

;.) r110 (IJ(.titi0'iS o.)taifle.

tLio 	

ifl Aia-il we!re for Ulut co')linod juaat itj ot t'ieorders nmale 	 ny All), and tneretoce! a loi)4E pt ice 	 wa!; iiii.)todiy ot).uiiiedjIn ad.litiort, for 	 two of tile foiot typea of pipe 	purchased, the~ '1uItitiv:.I!Iunder)U ta iie AlIi) tilli ; ,1 185VJL il .iiiIL.a' dffor reA a .niti.tle1ld itia aot surpc i 5intj li At tneL. jil *lsoprices a Ai (flor rel
 

In jr cit.il! M4iriri )n cone ltjA-s tLiL pr icesi of F'v,Lto tile j(CiNnnod by MOt on tnu!;o tdO Ozacoai Is were roi 3on1i) L. qi,,. tniu l. for ,-tii": 	 Of1 L'tO cu t-L eiie12 it j0.-,r tiaert; i.ivol~od , anA Oil? aiscer t it fof tne)c riLe inmi~u~ri-)r1 in^id,! A'iiuii 

i. Audilo.,u,aL ''jUj )..WnLi i.d~raie
 

'IThet Lciiict 0ita c i t,.-,d 4R~r'
to 1.3L:WIi:I'J tA~Ie V'4Ita wvci;M1Jk CSWuC to 
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A\ rL'i~.It ionis 

P-1+!. 4 "J;I/;o . j r u%.ure-n.±ut po;j:; e!, LrCom-iflij / id ~uaca~ 

No :4is~s ior disirc.JC;j Ali) pr,3cur.-n.it rul.-i mid .lcu.2iL)t.1 z~)oidij,Jr)cur4.i1.!iit trAtic,!s w-2Ce fu1io.4ed, .1Lthouljil isit dl]Cp!'d tha.t ~CkUo~l~~ 

" .10iiliCo'lp*2t it Lol was not AIWdj4 J.ii.3~ 

ifu~rinal coy ft t i,.#.! pr Jcedur,!,i ic.i .)ft.i) W,.Lu.AL. t) totiw (,i iflS .iic ii )'ILv,]~, me.l timni is oftetn as impy)r tant a consideraion as prciC3 I t L:1 0i''!C 11J -1', 'iI11 LOruoijr-.2noiit3 woul-I oa AcCriad out undi!c formal proceedurca';.
Ra . "..1 lot it ion . 'ta(iv&Cr31 ~±IItU)'2suli)L Or i'.-z 1C. *a j; 

*ii,,no,njc prc !i* I.I. i ot .tL-,far;-i ;fl "
 

Vi i~ is3 noat tc'i.o. tivU Gp!Ai,:; in 5l.
Alw 


? a'ri i ~
6~ *.i Wo)uld *IL.,;) appe~ar tO t~ ILt , t.) *-io~n .jr ,02 .!! 

V.I'.. Ii.; iwnlijC l tnat qjefiC i'!n1. ie:1 Aid, i:1 fact, ec iaoij,,! 9r !,-. to 1.11 Sijni i.:.tit
ri 11 t I tWC Ui 1n K, a.11 'If)ilM i,11t,!. i ll ftOeI..e
iotd.it 

Pao;. 7 IiAi/rIi t u i lnpruvi.- i to; I)CO~C' duC41 tk) 'i~l~. 'i'of con~tract prcoL o1L du'linj pr~icea.~*nalyqai. urCC.!nt pCC...L.AaolC~
coomi t-!d of conl)-ir iaj pt ict! juutatli~m to .!acnt ''ttir .
 

r'o)C~e lr 'uw,: 
 i.- tod mi j *. d *~ ~in fact aleIcV.~.j FJap ~ in~ia .m4 Ii I;C 3; thI.- it. ~'!. I iA,) :)v . tit1!1pr, -k:i; )L nk ini o)r icu co.apa r i a ) v;1,ii. t is continually &)in') So. 

p;.1 8 9 ".Cuirrcnt procur aun'nt proz,.2dtJC*, 0 at 0./I! )/ti011t i I , i't(J 110i taklt 

OJyL ...u.;' i10/do I I / h ro t a~,Iki ni iit ) r)o..11rC- .ii 11iL 1)Ii 1)L l.%on so II I tJ 

Ar; eg ,1ianJ in tn;;i d It 13 not 3LtjnAuirJ* oiratiaj I)r)cidur--k to :,3.x)i iv,£urtvja.!s fram idifLCic1t projatuts. Ailmar ly, the auj.w~iuu .n~eti'! JU 1&: )C*; orALIJ ulto) tjL goti01.1i nd-ItLmi tO oirdo-r euntra,:ta Wi Lu 11upp~i i II OL ..J3.nflo).JjL iua: ilOl .11t )Ui I. 
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pj~qe 9 "Aasce of C13,1petition, faxilar. to cuview for ~pr~1.12icvj .idd 
iiI..!i jtvit voltumet tUyi VJ r -:;u lt. L11 ... 

m'is is~ aii oiious uvrttuet 

4s. [Erors 

Pa L k.V-rtrcU~i)a t)ro.2uCI2Uintt CU 30011LiO ii.tY was3 not shiftotd iruon Oxi t 
PiD,, I . it !ws alw.als bi a1 iiost comitry raespoii i-Ii lity to je
'101i-reAM&. I)y P,)&[. Al.) vktry rairtLy coontr~jts Jir-.Ct1j be 
C0l iLrCtl serm P's,, !;iit r,.!L~Crro~t to iiivol'Jdd on Lj~v icess. 

Ctd J Iii il~ir./ (or dirt1CL JIUrCC11,13, .i CC )f
pulc)JitiJ-3. 

vkiapj 3 aini P1.LjLc 6 NtJpLiaL#.Ad prixuremm~t Joei; not 4jd/s prtu.J.9 
daJ5CrL i-ii~j ( .,Armex~' A). 

PaIjiu 3 Acorliwj to -d1A9VIL iUn1cur rtn.tSL* of roeipuns iotlit:Y Wit'Il It*1 ! 
. '.,L,; )n, ttite (319 i.OI_:iii EX0 L,; .~Li lL LLC ~~ ~tij0 
Sevice:; tad tr1.s Chie it lfu~oI ij; C' i Le ur diresct coatrcLiiij
ot prcO.zt :0Ji111.)JLit i#_-3 jsI noi1t,)riiq iiL)L3t couiiLry~'cJ.LcLia1'ji oJ 

.h~J i'sS, L id Coii. IUCI iw.C~~i~l a 

no~ %iili~ io' 0ro! )r, ilOt ii 1 ), 5J ov,!a C.9ds 1'bjted ,su'Iur it, t'J 11ij J1ii L 

Mea 4 2')*J d.JJ IintL wan, for I~Ci t a&t C'ijiotc.Act3.V, 

~kIJ~6"tw,)!; .4l.C' oft.! lecI~t.l m i -wbiij.*ctiv.t bui is aiid, humito, is nlot 
] oi1, ade iiitt ! dtt:;!.ioniutt fo tiC1 topLr com,I1)JLiLt-. s 

A3 )t-li A r of I(FQ3 i-i ivt t.% ju coqu lod * raij --unvi ut 
it% .i,s.tt.0inq 

.t.Jpjf 01 I)5jf!i 7 mii J~. 

Pjqsi 7 Theo S lI0) ,TJJ tflca~iti)ld iinot 1weail ciCuflvmjt.9Ii tq thi *l i ') 

?jjI CI Ar LtV' LI'm, iui-A fp.1t i t Lv-j)r ocuc v nviit I l initLit 0 t-fJ msiJlt r pi r t. A. 

4~.~.4 .1 !~ tit111W-1i~r i t "aI1 LO ".31 a" 13 L. it L.1 -L -'i's L -lic o0t L , I itIttrC 
.CI I I 11 .I' 

ip 'f "c:,,jqcLC, t !m.'r.&all 'aoL I Lt -ii l I)t,,aSlii. 1 ot:ily.* i .4- 1IL 
K11Owrl Mad Wjal-fiL> 'I fIC L)Ut0%d iRJKlJ~u or Or iti. ' iC ino Iri jittA iii 

roly 41i iS oasiwt.I)Laiii, ti uo a51.1 linaur tinj9Ltita'let pdtwiI.jL + s~titi. tr jn tfi 
INAt,( wilUt thii Lj.j~.. wil Ui i. *io tjI11J10 *pist iol Laii cosltLak'dLi wap 
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,I'a'I',c 	 TI o 

UNITED STATES GOVERNMENT 

wm September 9, 1987 	 memorandum 
RX-v "X0--080/87


ArTNOU, Timothy L. Bertotti, EXO /.. .' 
 ' 

SuAitcT, Draft Audit Report of USAID/Bolivia's Procurement Function (l-1ll-b7- ) 

To, Mr. 	John R. Davison, Controller
 

A. 	 PRELIMINARY REMARYS
 

1. 	 This is my first view of this Audit as the Executive Office notwas
asked to comment on the first draft. Therefore, I would suppjpst westrike out the Management Coments, pages 10-12. They appear to be 
overly "defensive" and dated by events. 

2. 	 Based upon my current knowledge of comnodity procurement operations
in USAID/B and my limited 
knowledge prior to September 
8, 19H6, 1
conclude that the audit was shallow in that it identified ,,ymptomsand 	 not root 	 causos of problems. I think too much power was qiv('nto 
the chief FSN and too little focus was given to controls ani
rules. As I recall, thN auditor was new 	 to AID and wis, therefore,
not 	 deeply veriiel witt, the IIDAR, the FAR, or with how Alli purchasne 
commodi ti es. 

3. 	 I prefer to focus my commnts on commodity nuinagem.nt operat ions
since September 8, 1980 when 	 responiiibility for thtt 	 funct ions artilstaff were officially trainsferred from PDI&I to the Executive Office(See 	 attachments 1 and 2). These comments address nhortcomin~j
noted in Recommendation No. 1 kif tho Draft Audit. 

B. 	 GENERAL CO.M ECt-"
 

Without regard 
 to the merits of 0)s, recot-tmendation 1o. 1, 1 findl theAdvice to 11.,q a Lo/,cal 0:d1t to implemun t Com. actl ,,i a 	 I rtnt rirt i ,..Rather, we p| efe, to close the recoimendatlonc. in the mout *,p~i'i.riat. 
manner. 

C. 	 SPECIFIC CoMMI.,I':;
 

itoo'CO!.Y 14'rit Ito, I
 

Wo recommend 1hat U;AXIDlh,0 v a otl (tin maximum 
 ro.mlb,|id co ',tetier . P l, rttprocrem.nt arl n ) iintt; a Mti ri (,r thu w3 iBeVu:, underl it , uuI,-p.art ii tof tII revom.mondtit iot ( 	 - I ,) .. u , f t,' . 
and 	fol owed Iy 4)111 ,. 

PeCCnMen(intI o No .I a 

"a) 	 Advertininq re'/tltt for 	 qUoiattion in tho ' I,C mm 	 r., -4.1. y
whnpractca ,Io, 	 When not Jlet tenl, by 'n I , 1I1 t,,,o , 
compet It Ive plocol u s aIucI, a ts it vot"1ril! to 41te 41ii -t, 

http:procrem.nt
http:nuinagem.nt
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- 2 	 A' IJDIX 1H 

COKMFNT ON 1.a)
 

l.a) Local Order li-I was and
revised reissued December I, 198C

(Attachment 
 3). Page 9 of this issuance covering commi jty
 
procurement notes that#
 

" 2. 	 The methods for procurements using AID Direct Contracts are as
 
follows"$
 

For amounts 
 up to US$ 25,000, purchase orders may x usJ. Two

situations are within tile Putchase Order Scope, (N.B. all corvio1ity

procurements, whether direct or HC, 
over US$ 25,000 require advertxzing
in AID Export Opportunity Bulletins). 

A. FAR 13.106 - Purchases not over US$ 1,000 	may 1w, made without 
securing competitive quotations if the contracting officer cor.-,idrs 
the price to be reasonable. 

B. FAR 13.106 - Purchases over U.-$ 1,000 uotations are solicitv1i fror 
a reasonable number of sources;. Quotations may be Snolcited orally 
or in writing.
 

For amounts btw(.,t tl!'$ '5 .s. "
.00 .nni 
 ,. . u.'re nor.t ,; 

advertised and an H'1' or itn| 111i IS to+ t:11- rravlr-. .rt
number of interest.d suppjlitts. The contract fI£,. mLait 1rca,11. a 
justification for using other than full ari open comp.tition. AI')AD 
706.3.
 

For amounts, over US $ 100,000. Not ice of .Iva I It y of In Ir or 
an IFB it published in the Commerce Buninesti Daily (CD) and in the
approprlate All let1ul 	 ns. (Mi'Iti at,'s poll itded in the Ali-1 m ',: .I 
Export Oppor tun ty Iu I .t in ait kfi|W arc
n putlI i nt' t'. A:: 
Procurement Inf,'rmat ion Pul let )i.
 

Recommendation Nn. I.b)
 

"b) Combi rI n(1 1,,w ure .it, t art 1lo 
 .f. We,4.N. V i tI, o ,.,ta rn
c?rpet 	 tiwe bi+sm at ohtin t ,e b,'mt av',l la',.I. c-r +dit*+' i,+r at the' 

,t~l Wle: optirt.f. 

it #houll aI sro Im- r,,t 	,t, I hnt t Lt'.e. t4 ha:v eiv to f &I.., i,-1 I. .- bt1J te
1fiAt k .icuoof es C IIak' lurit If i t lot,. I*!.(- I 1,,ll I1i('.4 1. t ' , 'J!,% 'e. 
20, 1 u if ­7 CI .i ,7t t i, t I r t ajp',it i it, pit v I,, t o f th,- i,.1,.'4, t. . f VI , 
Attachent 4). 

6C0MMCNT11 O, I.1,) 

We did not n',|,'ll +t t I i iI it, A 1.,. I 1r 1,11 t itsvs' nC,. 1.. tr,| * 
1 nto ou)tr i st e-i ies I'ivli (n levt- atj~t v t 11oto. Tfie kto, i~vrert 1jvi ,at r I vte to emr in II t, c tII y |41,'.' I r'-,t'tC w"'hr .', It so 4r.1 
pr4Ctic l, " I,.it, thb l'ii, 	 tr'tjr |heJ 	 at t A1t41''l isAlotirl 4', )1 bet
furi ture a rt-l' unler five, diffeltci t J'i',39+1-t ifto ite l t. Iif|tr.
with Otte firm. 



A.PPENDIX 11, 
- 3 ­ I.i*,,u 3-4 -5 

Recommendation No. 1.c)
 

0C Veri ying price reasonablenens 
 uqinqg such techiniques as# 

STJ,--r c r I()qut a Io.. itCeiedwillt p races rtoetpuhs~1price forth I r,1 &t,r. .t pr __. -n jr tim 

COMMENT ON NO. I. c) 

Agai~n, this~ dtire-hws an ar- of h11ow the pztcaremernt diavin ori s!Lul Iape r4te a re-rna1 1y awi, ttve.f o e-, it war.i not t he Sulijoct of a .!i'Order . SicCtu(c tobtra 
 ,Lti Iitlcurt-m~ttit, *~ e Lxku ba vIaSI~'n y;@ 

1. Ex ided its si'-:arcina libr ry t htr t. hy pi ov k...t.-.1xr) tt ore % d eie 
to CUrr'rit jpa-ct! . 

2. Extended rpetLt rx for I, ol vo-_i1 !, t.o m)t voer it) -I i.c1%01rj . wi e-Frejprtst-nt4t 1if of Yt-o~jraphdc~i1 aiew. all th~e U.S~. wil ifa ti via. 

3. Provadtd touijiht-r .iti u oe~.1111Y.vil of C"Srts 11, ttIhe- anto tt jtt thle 

4.* MadP PXt~ri~ WA-' t*i get ic

in prifit r at her thAll 1hy Jphont..
 

Recoaen~tiorn to. 

Of~ tf-leX to OffIC4 te 

1.d) 

"d) Reriiqfrom~ Owpatit f pitie.rc~v 

COM.M1I?." ONtI .10 

Orfiej III I. It e te~ .i 

Diarec it nrlt; arf. CttrjI ~IgCS­, Well t t I kit- ( ?t'j trt I t Len. Ili (tint 1 4 t Ill)) 

O~f .-OrMj.t It I'-

W)t ~ ,, 0tjj !is 1".411.Ie 0 'l tJe ijjj $ 

t~to iNovitmhor 4,* 19117,V thctis r14Tdool1d rio. .. 19116.b 



Pane~ 4 uf 5 

Recommo~ndaton~o)e 

me) rormulating and 1wmplementatinn of Procureme~nt Plans and usingj tt 
plans to make volume~ Purchases 

COI$J4FNT ON 1,e)
 

Local Order 11-1, page 8jstates, "V). Procurment ofc,~ 
 mor~oite 
c~odi'oties supplies or materials ar., ky ato i.
Of 4 p~rojeC-t, 4 'It.t alled prowuatem nt pl an shtli lt ft-ir,jl t.
Annex to th iruje4Ct1 3X4pe.i 1Ilo)e-Ct m4iaofa~jeg t~ilij bjtj*Z 01141~t-' t
WitI.h EX0/1' ast tli UPit los iI1 t4J~(tj*(Jvt deve I4-#~1 

At t lit In -t t w,, ' i tt r I y It w.i.i4~v wtS-tt ~nLUz.! 
tI'~t all Ji! .Jt- t I1tnin-Sq i i bQ11("I t C 4'.~ I y antj tit-j vwe_in connectitif 

j 

Witti im leerit4tior, activiti~es for f~j j "I U'htA+11, fw r i 
pro wcta.
 

Re)C 'ati i~ IXvnIytogI1 hi 1t ~ ' i f~ t ~ t - . ii 4. ~ t I . 

(70n1I.tit?ed wih J'!UWCI dt .'.. 4*1 Ini !,i' o 

Coro .t'l wI to1 1oIe t d iol p eft 4, p L 7t m Ie ,tAII 

COMYNI' 01t 1 

9 Aji& .j: .lutCc.41 VO-~ MI.. Ij~f.ti L V 

I. T.)*'4 t I a t' 4~0~~-4~ ~ Itr 1. i TA5 p
 

3. In JOY1' t!'.r C~~., f' 'f ii C-1 tip- I qf !.. I tvt I~ Eb' 

4.T In1 1 f~eliV - I i ' ,t os t ,o. C 4.t ji140!6,t , 4,14: it 41a" , 



5 - %I)PIAIX 


In FebrUary, 1907,T the Chief of tile Prockireument. Iv~siorn, ti4velledto ROCAP andt U5AIO/Goiemjt14 tfr two weekfi ,r4innj. 

6. ConerientlY Witt. Ute !)), MS. CVL-4114 Y,%aJt-Z, Aiptrit two wee4-i TDY In 

coftractilijq ~toi~t car t1,q 

7. In Septlaml.er 1't<7, mt, pjt jcI; yv1irriirl, Cidjet ot 011P PIOCUlt-MO 

for commii,ty r.1!ii jvc-tit wi 1 Ia)!' t ft'i this cioJl it if. FY -fi 

9. l34.' ~.~ ~ ~ vnW 11 416() p~lovi~t- 6. .ase-0t 

In t f~e t ~t. !ti~ I.~g~ f (i fil 11 4t It~h ~i by!st emst I c 

b* lv Ig- t ~ fti vr i" t:~y~ 

'I .. E z ~ 14 f, r. 

i t ar f -

Ti I, ve10ac - -

U - -At (in~I 

http:Septlaml.er


APPfDMIX C 

RER)RT I)isnhJBTI 

No. of Copies 

Director, USAID/Bol~ivia s 
M/AC 

2 
tAC/SA 

1 
MM 

2 
GC 

1 
IAC/CmNTI 
IAC/1W 

I 
IAC/D'A 

IAC/GC 
I 
I 

(W"/Paruma 
I 

IAC/RI.As 
I 

AA/JIA 

MA/IM~St 
3 

XA/u 
1 

lIA E 3 
SF4T/RlI 

I 

I G 
AI /A~ 

SGr. 

IG/I-ti / 4 12 

Ri(/I 
I 

00w#r RIG/Ai% 
I 


